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THE AMERICAN JEWISH COMMITTEE

date
to
from

subject

January 19, 1988
Eugene DuBow
Ernest H. Weiner

Washington consultation on Japan, February 3

As we discussed this morning, Nathaniel Schmelzer, our chapter's
Foreign Affairs Chairman, and I will participate in this one day
consultation. Carl Pearlstein, who established the "Ernest Weiner
Fund", views the Japanese problems as priority subjects and has
expressed to me his determination that funds from the Ernest Weiner
Fund be used for such activity. : -

- Since there has been no report of activity of* any disbursement of

funds,it is imperative that some activity be identified clearly

as being supported by funds from the Pearlstein contribution. Carl
is pleased that we shall be attending the consultation and this
will confirm thdt my expenses should be paid for from the Ernest
Weiner Fund.

Best regards,/ﬁ_ !

s .f

A

cc: William Trosten
"Marc Tanenbaum
David Hapris .7 .J<7
~Ph111p Sham;s TG

WNPURJO WIS LU
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Selechons

TO: Japan Committee _ ' * DATE: August 8, 1986

FROM: Arlene Behar

RE: MEETING - AUGUST 15, 1986 - 8:30 a.m. @ Walter Stern's Office
' 280 Park Avenue
38th Fl1. West Bldg.
tel: 907-0709

* These materials will be discussed at our next meeting.

PLEASE BRING THEM WITH YOU.

An agenda, and any other materials received by next week,
will be given out at the meeting.

Please let me know by Thursday, August l4th, if you have
have specific agenda items.

Enclosed:

-Davrath Letters (WPS/JH) I 'ﬂh(-ﬁ%np-L__.a
-Zim.Letter -

-Maslow Letter - Intl. Business-Government Counsellors

-Kobi Letter - Economic Organizations in Japan and their
American Counterparts

-Israel-Japan Friendship Soc1ety & Chamber of Commerce; Readings
-Investor Contacts for Japan's Leadlng ADR's; List

~Misc. :
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STATE OF ISRAEL

Minisery of Finance . YR

Deputy Director General, International Affairs

Jerusalem

July 30th, 1986

Mr. Walter P.Stern _
Vice Chairman of the Board
Capital Research Company
280 Park Avenue :

New York, N.Y. 10017

U.S.A.

D Wy,

Thank you for your letter of July ‘?th', 1986. I greatly regret the great

Twn

oIk prwph Seoino

pYunT

delay of my letter of April 25th., 1 do not know who is to blame - our

.secretariat or the Israeli and American post offices. Usually, I am sending

my communications through Dani Halperin's office believing that this is a
faster way than the regular mail. '

I met yesterday with Jacobson and so did my assistant Cobi, who clarified
some of the information sent to you previously. Many of the Israeli
businessmen are disappointed at the unsatisfactory results of their efforts

» to trade with Japan in the past and are discouraged from trying again. This

is one explanation of the fact.that we do not receive more cocrplaints from
Israeli businessmen regarding obstacles they meet in trading with Japan.

Another reason seems to be the preference of businessmen to complain directly
to the Japanese Embassy, being encouraged by the Embassy to do so. Our

. offorts to receive information from the Israeli-Japanese Chamber of Commerce
" were not successful either. We therefore plan to send in the coming month a

circular to a number of major exporters , asking them to report us about
their Japanese experience. : :

These days we are working on the organization of two business missions from
Israel to Japan. Our Ministry of Industry and Trade, the Export Institute
and the Manufacturers' Association cooperate with us on this matter. Under

the auspices of the Export Institute, W@Wg
. to. send a_trade misSion in Febr .1987.. The Manufacturers” Association Is

)

looking into the possibi of"sending a more comprehensive mission of

Aindustrialists, probably’ headed by Mr. _Lautman, President of the

Association. (You probably know that Mr. —Horwitz resigned from his
responsibilities at the Manufacturers' Association, following his appointment
as Chairman of Bank Leumi). There is some reluctance to 3join the missions
because of the negative experience of previous missions, due to lack of
cooperatior'\ of the Japanese authorities and business community.
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I met this week with the first Secretafy' in
request and discussed with him thoroughly the Japanese-Israeli business

relationship, on the background of the Arab boycott. Observing his enthusiasm

the Japanese BEmbassy at his

to concentrate on the organization of a mission, I could not avoid the
© impression that the Japanese are aiming at an__easy gesture to cover the
Japanese a ~_doing something-meaningful to reduce the
operatlon of Japanese business with the boycott. 1 was also somewhat

;-'.- avoidance.

expcctation that the Japanese authorities would actively cooperate with the -

by the fact, e man dealing

with the boycott issue is the

relations and not the officer in charge of the

o££icG:f’1ﬁhHEEEEgE’FQf_Publlgﬁaa_fﬁaf——"—“_—- . _
i . I clarifi we are—acting on this ‘matter in

econemic department

Israecli Bmbassy in organizing meetings for the members of the mission with
appropriate ~Japanese manufacturers and
businessmen that the /j’épanese Government would like to see practical results

from such meetings.

importers while clarifying to

I also mentioned that we expect reciprocity and would

'~ like to welcome a Japanese business mission in Israel, in due time. I am
confident that joint efforts of your Committee, the American authorities, our
Brbassy in Tokyo and Israeli business and Government , will be effective in
our struggle to normalize trade relations between Israel and Japan gradually
bringing about industrial cooperation. -

Both in the meeting with Mr. Ishida and in a discussioh I had previously with
the Charge d'Affairs of the Japanese Embassy, a message was conveyed to me

that it is wrong to exercise pressure on the Japanese authorities, and that
such pressure may be counterproductive. However, in the course of our

conversations, we could agree that a subt

'd.iplomtic approach and the use

of lQer/aggs h legitimate in international megotiations.

You no doubt noted the

activities of the Committee you are heading.
the whole activity to thd @ I clarif
organization which is involved, but a whole range of major Jewish

organizations

A.D.L. plays a leading role.

sensitivity of the Japanese authorities to the

At the same time, they attribute
ied that it is not just one

in the United States and other countries, among which the

Regretfully, I could not materialize my plaﬂs to visit the United States this

month. I plan to do so some time in December.

I hope that this time, I am

more lucky and you do not leave the .States, as soon as you receive

information about my arrival. Is there any chance seeing you in Israel before
the end of the year ?

With best personal regards

Sincerely yo

Ephraim Davrat e .

Deputy Director General, Ministry of Finance

c.c.:J%:.

— Mr.

— Mr.

— Mr.

Mr.

Mr.

— Mr.

Mr.

Mr.
155.doc

D.

A.
W.
J.
T.
M.
H.
J.
M.,

Halperin, Washington D.C.
Foxman, New York '
Maslow, New York
Hordess, Washington D.C.
Klein, Paris :
Drori, Jerusalem -

Wall, Jerusalem

Elizur, Jerusalem

Cobi, Jerusalem
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STATE OF ISRAEL

Ministry of Finance TYIRT TWNR
Deputy Director General, International Affairs prpIkbIa I:l*"ltap'? bea3nD
Jerasalem ooum

July 22, 1980

Mr. Jess N. Hordes
Anti-Defamation League
of Bnai Brith :
Washington D.C. Office
UeBoAe

Dear Jess,

Re: Boycott - Japan
Your letter of May 29th

Because of an administrative mistake, I answer your letter with
great delay. I believe the subject is still relevant.

1 do fully understand your doubts regarding the use of an American
organizaiicn to encourage the indirect exports to the U.S5.A., of
Japanese goods through Israeli exports which include Japanese
inputs.

Nevertheless, such exports are clearly consistent with the
Israeli-American Free Trade Agreement as long as there 1is, at least,
35 i Israeli value-added. The U.S. Government and business are fully
aware of the potentials of such triangular transactions which were
one of Israel's major considerations in signing the F.T.A. Agreement
with the U.5.A. Of course, it would be wrong to give great publicity
to such transactions, but there is no reason whatsoever to refrain
from referring to this most important element when discussing with
individual Japanese businessmen, the advantages and potentials
investing in Israel.

dith best personal regards,

cphraim Davrath
Deputy Director General

c.c.:dﬁr. Walter Stern, New York
Mr. Dan Halperin, Washington
Mr. Abraham Foxman, New York
Mr. Mordechai Drori, Ministry of Foreign Affairs
Mr. Max Livnat, Ministryv of Industry Tel. 558439, 558424, 662579 'SV
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MOMERANDUM - CONFIDENTIAL

e s . W ——

TO: MR ARRAHAM H. FOXMAN ;

FROM: ALBERT TaL ;

DATE: JULY THE 10TH. 1984 ; b &

SUSJECT: TWO MEETINGS WITH JAPANESE EMPASSY IN ISRAEL
FIRST SECRETARY : MR. KUNIO ICHIDA.

ON JULY THEZ 3R’D. I HAD A TELEPHONE CALL FROM ADL JERUSALEM (MR. SARRIY .
WALL) AND WAS TOLD THAT MR. ICHIDA FROM THE JAPANZSE EMBASSY WOULD
LIKE 70 M2zT ME, CONSEQUENTLY I CALLED HIM AT THE EMBASSY AND THE
NEXT MORNING JULY THE 47H MR ICHIDA CAME TO MEET ME IN MY HCME FCOR
NZARLY 3 HOURS.,

8 NEXT MEZeTING WAS IN JERUSALEM ON JULY THE 7TH. AT THE COCTAIL
ARTY GIVEN BY ADL AND THE AMERICAN EMBASSADOR AT THE JERUSALEM
ZTATER (AGAIN NEARLY 2 HOURE).

FR
RS

_'-r._bt"

ESENTED MYSELE AS A LONG-TINME FRIEND OF JAPAN DUE TO MY PAST LonG

FZRECNAL FRIENDSHIP WITH SORMER EMBASSADOR TO ISRAEL HISAJI HATTUR
N THE YEARS {952-1966. (ACTUALLY SENIOR CHIEF OF PROTOCOL AT T4
FORZIGN MINISTRY IN JAPAN). &AND CONSEQUENTLY MY BUSINESS ACTIVITI

Iw JAPAN UNTIL TODAY ON ONE SIDE AND MY LONG RELATIONSHIP WITH AL
NEWw-YORK. AND OUR GENERAL CONCERN BOTH IN ISRAEL AND THE U.S.A £E20
THE JAPANESE COMPLIANCE WITH THE ARAB BOYCCGTT ON THE OTHER S1DE.

AY I EMPHASIZIEZ THAT FROM THE VERY STARTING POINT OF OUR DIZ{UZSIONS
T IS THE FIRST TIME IN MY LONG EXPERIENCE WITH ALL LEVELS oOF
4A7ANESE OFFICIALS OR BL=1u"ssw N AND GOVERNMENT OFFICIALS THAT A
IPLOMAT ACCEPTED THE FACT THAT THERE WAS A BOYCOTT OF ISRAEL
ICHISTRATED av THE GOVIRNMENT OF JAPAN DUE TO THE FACT OF AR2S
USINES AND OIL WEAPON GF THE ARAB STATES IN THES PAST YEARS ARD T
HiS ATTITUDE an TO CHANGE AND WILL BE CHANGED. THIS BZCAUSEZ THE
ADANZSE GOVERNMENT STARTS TO REALIZE THAT THE JEWISH LO2:=Y SOTH
ONGRESS AND THE SENATE IS HURTING TREMENDOUSLY THE JAPANISE IMAGE

HZ U.S.A .THIS FACT TOLAY (IN MY OPINIQON) IS5 MAYBE AS STR(ONS A
LEVERAGE A3 THI OIL WEAPON IN $5970-1985 OR THE ARAZ BUSINESES AT TH

TE MY GREAT SURPRISE (0R MAYRE DUE 70 THE FACT THAT WZ S5AT VIR
ATELY IN A RELAXZD ATMOSPHERE) MR ICHIDA ACTED AND SPOKT V
IDLY AND OPZNLY. THAT I HAD TO ASK KIM IF ALL WHAT HE SAID
DUE TO THZ FACT THAT HE BECAME A FRIEND OF ISRAE‘ ( 2ZCAU
IS CSZRVING NOW =Ig S5zCOND TEZRM IN ISRAEL AND SPEARS FLVUEZ
REW) . HZ WAS FOR 4 YEARS {(1975-197% THIRD SECRE ARY IN .TH
SE EM2AESY IN ISRAZL) AND LATELY SEZRVED 2 YEARS IN LO3 AN

L
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20T HE REPLITD THAT INCEZED HE CONSIDERS HIMSELF A SRIEND OF ISRaEL
2UT IN THIS MEETING WiTH ME HE REFLECTS THE OFFICIAL PRLILY CF THZ
FORIZIGN MINISETRY AND HZ CAME 70 SEZE ME ON THEIR INSTRULTICNS

|"I

HE TRIED TO CBVTAIN AS MUCH I“FORMATION AS POSSIPLE ABOUT PYSE‘
(ALTHOUGH HE SZEMED TO wNOW GUITE A& LOT A20UT MY PAST ACTIVITIZS IK
JAPAN), &BOUT ADL, ABOUT MY CONNECTICONS WITH ADL AND THz ISRAcLI
COVERNMENT, MY ACTUAL INTERESTE IN JAPRAN AS A PUSINESSMAN AXND LASTLY
HowW I COULD MEGIATE RETWIEN THE JAPANEBE ON ONE SIDE, ANG ADL AROD 7
IERAZL ] BUMERRNMENT ON THAID CTHER.

in

1

c,1
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OR EZVEN ACKNOWLEDGED THAT THEY DID SUBMIT TO ARABS 70 BOYCOTT ISRAE

CUNLESS WE COULD BZ IN A POSITICON TO ACKNOWLEDGE A REAL CHANGE.

I EXPLAINED TO HIM THAT 1 HAVE NO OFFICIAL POSITION EITHER IN THE
ISRASLI GOVERNMENT OR ADL, AND MY FRIENDSHIP AND INTEREST IN JAPAN
ARE IN CONSEQUENCE TO MY BUSINESS ACTIVITIES. ALTHOUGH ACTUALLY MOST
OF MY BUSINESS IS CONDUCTED IN SWITZERLAND AND PANAMA MY HEART, MOST
OF MY FAMILY AND MY HOME ARE ALL IN ISRAEL AND DUE TO MY PREVIOUS
EXPERIENCE WITH JAPAN IN THE;ﬁglgﬁgllgg;hiﬁgL_AUFEEL THAT THIS
JAPANESE DISCRIMINATION OF ISRAEL IS VERY PAINFUL TO ME., NATURALLY

BOTH ADL AND THE ISRAELI GOVERNMENT I THINK WILL ACCEPT MY

RECOMENDATIONS SHOULD THERE BE A GOOD REASON TO DO 50.

QUENTLY HE SAID HE WOULD LIKE TO INFORM MSE THAT THERE IS A
'ITE CHANGE OF ATTITUDE FROM THE JAPANESE GOVERNMENT TOWARDS
L AND READINESS TO STOP THE BOYCOTT TREND, BUT THAT THIS MAY
SOME TIME TO REACH &LL LEVELS OF BUSINESS AND MQOST IMPCRTANT
ALL THIS SHOULD BE DONE QUIETLY .(NOT TO EXPECT ANY POMPOUS
ARATIONS) AND CERTAINLY NO LEAKAGE TO THE PRESS SPECIALLY IN
€L WHERE THEZ MEDIA LOVES. TO REPORT SCOOPS. AND SENSATIONAL NIWS,
LIS QOBPINION ANY SUCH PUSLICITY nav FORCE THEM TO DENY IT AND TURN
THEIR ACTUAL FOLICY. IF 1 KNOW JAFPANESE MENTALITY THEY NEVER
70 SUBLICISE THE .FACT THAT THEY HAVE SUBMITTED TG ANY PRESSURS
THREAT. YOU CAN TAKE AE A VIVID EXAMPLE THAT THEY NEVER PURLICIS
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NOW THEY WOULD CERTAINLY NOT LIKE TO SHOW THE WOGRLD THAT LITTLE
SRAZL THROUGK USA PRESSUREZ FCRCED THEM TO CHANGE THE COQURSE CF THEIR

IS IN JAPANEESE POINT OF VIEW IS LOOSING FACE AND LOOSING FACZ MEZANS
SSING HONOR AND 50 ON AND ON.

CONCLUSION HE SUGGESTED THAT I INFORM BOTH ADL AND THE ISRAZLI
Rﬂ””ﬁ: CF TrIS BLOWLY CHANGING ATTITUDE. I SAID I WQULD

AINLY D0 SC BUT LET ME BE QUITE CLEAR AND FRANK THAT UNLESS I =£
ANTIAL AND EXPLICIT FACTS ON THE SPOT (THAT MEANS 3IG NEW

ZSE COMPANIZS THAT UNTIL NCW REFUSED TO DZAL WITH ISRAEL WILL

Ul 3 41 k-t
PRI el L e
m

T COMING) I CANNOT 4ND WILL NOT RECOMMEND. ADL ANY RESPITEZ OW
A ACTIVITIZZ2 IN THE USA AND THRE 300ONER TEsY DO IT THE BETTER
Ti SE IMAGE IN THZ USA WHICH WILL BE ONLY DETERIOQFRATIN

B e B 0 I 9

2

(ﬂ-—

b5 B A0 R T LA B

=S SAID THAT IT SCGTH THE ISRAELI GOVERMMENT AND ADL AGREEZ TO HIS
SUGSEZSTIONE ©F GUIET DIRLOMACY I WOULD BE THE FIRST 7O RECOGNIZEZ THIS
CHANEE DUE TC THE FACT THAT HE HAS BEEN INFORMED OF MY FRUSTRATIONS
IN JAPAN WITH THE 2IG AUTCHATIVE COMPANIZS IN JAPAN TO WHOM HE
SUCEESTED I EHCULD RE-AFPLY AND HE OFFERED 7O PREPARE INVITATIONS FCR
A SMALL PARTY TO "COME OVER TO JAPAN AND MEET THE KAINDANRAN, MITI,
JETAO AND CTHIR GOVERNMENT OFFICIALS AND START MOVING THE TREND.

DURING QOUR MEEZTING AT THE JERUSALEM THEATRE, I INTROGDUCED KIM TO MR.
YORAM ZIV OF ISRAEZL CHEMICALE., HE SZEMED 70 BE WELL AWARE OF THEIR
RUTASH FPROELEME WITH JAPAN AND HINTED THAT THERE COULLC ALSO BF A
CiiANGE AND SUGEZISTED THAT HE SHOULD A'SO BE INVITED.

oy
;

AT
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IN MY OPINION I WOULD SUGGEST A PRELIMINARY DELEGATION OF I OR 4
PERSCNS: . _

.~MR ABE FQXMAN
«~ MR YCRAM Z2 : ?
EELF AND AMNYONE ELSE YOU WOULD RECOMHMEND

1.- MR BURTON LZWINSON OR MR WALTER STERN.
s
1
4‘_

 LATER ON THAT SAME EVENING ON JULY THE 7TH, 1 INVITED MR YORAM ZIV

AND MR EPHRAIM DOVRAT TQ HAVE WDINNER WITH ME AT THE HILTON AND I GAVE
A FULL RZPORT OF ALL THESE MEETINGS S0 THAT THE GOVERNMENT OF ISRAEL
SHOULD 22 INFORMED AND THZRZ WAS NO OBJECTIONS WHATSOZVER TO THeSE

AT e
clhznes,

S REPORT IS NATURALLY CONFIDENTIAL AND I SHALL BE EXPEITING YOQOUR
REACTION CN HOW TO PROCEEEL, :

¢

Tais
E4:
wn

,
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TO:: ABRAHAM FOXMAN

FRrROM: ALBERT TAL

DATE: AUJGUST THAZ 3TH 1936

SUBJECT: PrIOPUSED tISSION TO VISIT JAPAN.

PURSUANT TO MY MOMERKANDUM OF JIJLY THE 1¢6ThH 1986, | nAD SEVERKEL
TELEPHONE CONVERSATIONS WITH MMrR. AUNIQ ICHIDA IN CONMNECTION wITH HIS
IVEA THAT AN AUL MISSION SHOULD GJO TO JAPAN AND THAT AT The SAmz TIxE
I SHOULY PrIVATELY RECONTACT THE COMPANIZS IN THE AUTONMITIvZ LINE
THAT HAD FRUSTRATED US UNTIL NOW AND TAAT ACCORDING TO nlM #JULD SHOW
A POSITIveE ATTITURE IF 1 DID APPLY NOW.

I INFORMED MK ICHIDA FIKST THAT MR -HARRY WALL WOULD CO-DRDINATZ WITH
HIM A VISIT 3Y U.S.8 ADL DELEGATION AND HE SUGGESTED TnAT TAIS SkOULU
oE DONE EITHER ThRrOUGHA THE ISRAELI EMSASSY IN TO4AYY OR THE U.5.2
EM3ASSY IN TOLYO. )

OrRIGINALLY I AAD SUGGESTED THAT AN USA AL VELEGATION INCLUDING ~ik
YORAM ZIV AND MYSEZLF SHOULD GO TO JAPAN AROUND £4TA OF SEPT 1v36.
HOWEVER AFTER ODISCUSSING TrnlS IDEA WwITA YOU, YOU SUGGESTED TrAT WZ AS
BUSINZSSMEN SHOULD APPLY TO OUR FORMER- JAPANESE CONTACTS. FIRST MEET
THEM IF POSSISLZ, AND FIND OUT ON THE SPOT IF THIS APPROACH wilL
INDEED SrHOW ANY PALPABLE RESULT. I HAVE -ACCORDINGLY INFORMED wk
ICHIDA OF YOUR POINT ALTHOUGH HE wOULD HAVE ™MAYBE PREFERRED AN
IMMEDIATE vISIT 3Y ADL, HE NEVERTHELESS DID NOT OBJECT YOUR
SUGGESTION.

CONSEQUENTLY 1 HAVE APPLIED TO THE AUTOMOTIVE COMPANIES TAAT I HAD
PREVIJUS CONTACTS INFORMING THAEM OF ACTUAL NEW DEVELOPMENTS AND
ASKING THEN FOR A POSSIZSLE MEETING IN JAPAN gY ~MID OCTO8zZkK, wdz 70
TAE FACT TAAT I HAVE 70 BE IN JarPAN wWiTh SOME DIRECTORS OF ™Y
COMPANIES FUrR JTHER fUSINESSES AT THAT TIME.

NATURALLY | WILL REPOKT TO YOU ON ANY POSSIBLE RZACTION TO MY ACTUAL
TLXES.

RIOPING MY ACTIONS WwILL o€ FRUITFUL.

I AM LEAVING TOXJIRROW MORNING FOR SwEDEN AND LATER FRANCE ANU SPAIN
AND WILL SE 580K IN ZURICH ARDUND THE 3¢TH AJG.

SR e e e

LR
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July 3, 1986

Letters To The Editor

Forbes Magazine
60 Fifth Avenue
New York, NY 10011

To The Editor:

Forbes Magazine has in the last several weeks carried extensive
coverage relating to trade talks between Japan and its trading partners.

During the months leading up to the June economic summit of Western
nations in Tokyo, high level American delegations were conducting impor-—
tant trade talks with the Japanese. While protectionist sentiment in
Congress may have taken a back seat to attempts to deal with budget
deficits and tax reform, Administration representatives and Japanese
officials understood well that as long' as the trade imbalance remained,
the protectionists will be heard. : '

Throughout this period of rising protectionist sentiment, Japan has
proclaimed its commitment to free trade. The Japanese maintain that

they should not have to pay a price for higher productivity and effi-

ciency. In order to get that message across to the American public and
policymakers, Japanese goveroment agencies and firms spent over $14
million in 1984 on lobbying activities in the United States, the most of

any foreign nation.

-Unfortunately, the Japanese do mot come to the matter with clean
hands. They have violated the principle of free trade in one area more
openly than any other major industrial nation, i.e., in their support of
the Arab boycott of Israel. In doing so, they subvert the system of
international trade that benefits all nations and they put at a disad-
vantage those nations, like the United States, who by law tefuse in any
way to abet the Arab boycott. '

Japan's attitude towards the boycott of Israel substantially dif-
fers from that of other Western industrialized states. Unlike other

countries, Japanese business openly gives in to pressures by the Arab
boycott authorities to refrain from maintaining economic contacts with

Israel. Furthermore, Japanese companies frequently preempt such pres-
sure by voluntarily boycotting Israel. The government of Japan not only

persists in refraining from condemning the boycott, but is unwilling to
do anything to prevent the application of the Arab boycott in Japan, or
to discourage Japanese business from cooperating with it. One cannot
avoid the impression that some Japanese companies decide to boycott
Israel after consulting official Japanese authorities.

823 United Nations Plaza, New York, NY 10017 (212)490-2525/Cable: ANTIDEFAME/Telex: 639278
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The boycott is exercised mainly by the large Japanese conglomera-
tes. Most of them either refuse to deal with Israel altogether, or are
willing to do so only-indirectly, through trading companies set up for
this purpose, dummy companies or through third countries. Smaller com-
panies, which do little business with the Arab states, are frequently
more amenable to doing business with Israel.

As far as imports from Israel ‘are concerned, there is a reluctance
among Japanese importers to purchase Israeli-made consumer goods which
receive great public exposure. On the other hand, there is a greater
willingness to buy Israel-made inputs, such as cut diamonds, chemicals,
as well as electronic equipment which are less exposed to the general
public's eye. But even here Israeli exporters frequently come across
difficulties. For example, the Japanese agricultural cooperatives asso-
ciation, Zennoh, which for 26 years imported potash from the Dead Sea
Works, suddenly stopped all purchases in Israel. While there is no
proof that Zennoh acted because of boycott pressures there is no appar-
ent commercial reason to explain the decision. ' -

The boycott is even more evident in Jdpan's exports to Israel.
Several major Japanese exporters, especially of consumer durabies, such
as the car manufacturers Toyota and Nissan, refuse to. sell to Israel
altogether. Others, such as Sanyo, Sharp and National trade with Israel
only indirectly. It is not uncommon for Japanese firms approached by
potential Israeli customers to inform them openly that due to the Arab
boycott they are unable to supply the desired items. For example, the.
Japanese company Mochida refused to supply medical supplies to an
Israeli hospital and stated in writing that the boycott was the reason.

It is not only trade in goods which is affected by the boycott, but
transportation and finance services as well. Japan Air Lines (JAL)
refrains from landing in 1Israel, and even though ships bearing the
Israeli flag do call on Japanese ports, no Japanese ships throw anchor
in Israel. Japanese banks generally refuse to grant commercial credit
lines for over 180 days or long term financing for exports of investment
goods to ILsrael.

With the decline of OPEC im recent years —— the heavy dependence of
Japan on Arab oil and on Arab markets for investment is seen as the
chief reason for Japanese submission -- hope grew that Japanese policy
would change. The visits by Israeli foreign minister Yitzhak Shamir and
finance minister Yitzhak Modai in the fall of 1985, the highest Israeli
officials to visit Japan since the oil revolution of 1973, gave rise to
further expectations. - Japanese companies have begun to show interest in
Israeli achievements in the field of research and development and high-
.tech industries. Seminars on the Israeli economy have been held in
Tokyo, Osaka and Naguya in which some 200 top executives of Japanese
industry have participated. And in November, 1985, Israel's Minister of
Economy and Planning, Gad Ya'acobi, said that a number of Japanese
industrialists had expressed interest in setting up joint enterprises
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with Israel to take advantage of Israel' s favorable trade terms with the
U.S. and the Comnmon Market.

Still, the barriers remain. Recently, Prime Minister Nakasone, in
conversation with visiting New York Mayor Edward Koch, reiterated
Japan's intention to continue to support the boycott. Disturbingly, the-
Japanese language press gave not even a word of coverage to Koch's pub-
lic comments critical of Japanese policy in this area.

And, when the Ford Motor Company was recently removed from the Arab
boycott list, the Chairman of Mazda Corporation was reported to have
declared that his company would now deepen its ties to Ford.

The agenda for U.S.-Japanese talks continue to focus on trade rela-
‘tions between the two nations, not between Japan and Israel. Clearly,
however, if Japan is basing its position on its loyalty to the ‘principle
of free trade, so dear to the Reagan Administration, then it would be
worthwhile for Japan to indicate a change of posture toward the Arab
boycott.

Kﬁéaham H. Foxman

Associate National Director
Anti-Defamation League

of B'nai B'rith

AHF :ms
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July 14, 1986

Walter. P. Stern
Capital Research Co.

280 Park Avenue

New York, New York 10017

Dear Walter:

Following the publication in the June-July issue of Boycott Report
of the little article entitled "Mounting Pressure Against Japanese
Boycott, " I received a phone call from a group calling itself
International Business-Government Caunsellors. The caller wanted to know
what Jewish organizations were interested in this issue and what they
proposed to do. This information, I was told, was desired by their

clients. I was guarded in my reply because I did not know the group.
Today, however, I receivd a letter and some descriptive material which I
enclose. ' : s :

I presume this item will be covefed in our August 15 meeting.

0 __——‘-—-‘-!
Cordially,

2%

WM:rb
E‘nclosu_re

cc: Jess Hordes
Moshe Yegar



International Business-Government Cbunseilors, Inc.
1625 Eve Smeet, N.W., Washington, D.C. 20006 e Telephone (202) 872-8181 e Telex: 440511 IBGC Ul e Cable: BUSGOV

July 10, 1986

Mr. Will Maslow
. General Counsel
. The American Jewish Congress
15 East 84th Street
New York, New York 10028

Dear Mr. Maslow:
Thank you for taking time to visit with me on the telephone
yesterday regarding Japanese participation in the boycott of
Israel. I appreciate the background information. '
As promised, I'm enclosing some material about our organization
-to give you a better idea of who we are. Our companies -- all
involved in international trade -- have an on-going interest in
this matter. Please let me know if you have any questions.
Again, thank you for your time.
' Sihcerely,-
Michael Ca}é&k
Vice President

MLC:s
Enclosures
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FMHE CUUNU L
« + The Washington International
Business Council is an organization
made up of U.S. corporations which do
business on a global basis. Council
member companies conduct trade and
investment activities on all continents,
with operations and sales in almost
every country of the world. Executives
who participate in the Council are Wash-
ington-based representatives of their
corporations, and all have major roles in
handling their companies’ relations with
the U.S. government, foreign embassies,
and international organizations on in-
ternational trade and investment
policies, programs, and regulations.

Program and management of the
Council is directed by International
Business-Government Counsellors, Inc.
(IBC), an international government re-
lations counselling firm.

URPOS The purpose
P of the Coun-
cil is todevelop among its members
a better understanding of government
policy issues alfecting international
business and to provide a valuable com-
munication link between the Washing-
ton international business community
and those in government who make and
influence foreign economic policy.

The Council is not a lobbying orga-\.

nization, and it takes no collective posi- f‘

. tions'on specific issues or legislation. . -

ltU Ul@f&l"l group’s

most important function is com-
munication — communication achieved
by exchange of views among members
and by sharing information and perspec-
tives with U.S. government and interna-
tional leaders. The Council meets regu-
larly with representatives from the Ex-
ecutive Branch, Congress, embassies,
international organizations, and
academic institutions. Meetings are held
with policymakers at all levels, includ-
ing Cabinet Officers, Senators, Con-

' gressmen, Ambassadors, and key staff

members from the Executive Branch
and Congress. -

" Council Chmrman William J. Barton, Under

Secretary of Commerce for International Trade,
S. Bruce Smart, and United States - Trade
Representative Clayton Yeutter at a Council
Reception.

Ay suY
BOARD
MEMBERS
George K. Bardos

Control Data Corporation -

IWoolf Gross

Northrop Corporation

Betty Hudson
Fluor Corporation

Ernest Johnston
Phillips Petroleum Company

Travis Marshall
Motorola, Inc.

Fred J. Martin, Jr.
Bank of America

Kenneth Y. Millian
W.R. Grace & Co.

Robert M. Sherwood
Pfizer, Inc.

Douglas C. Worth
IBM Corporation

Congressman Jack F. Kemp (R-NY) and Solveig
B. Spielmann, Executive Director of the
Washington International Business Council, at a
- Counc;l Lunchean.

Senamr John D. Rocke{eller. IV wuh Ernest
Johnston of Phillips Petroleum Company at a.
Council Break[ast



Ambassador Kadota
on Japanese — Israeli Cooperation

His Excellency the Japanese Ambassador Mr. Shozo Kadota and the fourth
President of the State of Israel Professor Ephraim Katzir, Laureate of the
Japan Prize, were the guests of honour at the annual luncheon of the Israel —
Japan Friendship Society and Chamber of Commerce held on June 3rd at the
Hilton Hotel, Tel-Aviv.

Mr. Arthur Low, the Chairman of the Society, welcomed the guests and
emphasized his hope that the Association would succeed in fulfilling its task of
fostering and developing the relations between Israel and Japan.

Professor Katzir gave a vivid picture of the friendly and warm reception he
was accorded during his visit to Japan.

We have the pleasure of presenting our readers with the highlights of the
speech delivered by Ambassador Kadota at the gathering.

Time flies indeed. More than one year and a half has passed since my arrival here, although |
feel as if [ only arrived yesterday. During this period a number of events have taken place. The
general election and the formation of a unity government, the decision on and the implementa-
tion of the withdrawal of the I.D.F. from Lebanon: these appear to me, among many others,
most impressive and at the same time very unique and characteristic of Israel and its people.

Through these events | have witnessed the wisdom, resilience and perseverance which the
people of Israel can demonstrate in times of crisis and danger. Before the decision was reached, a
thorough examination of the matter and an exchange of candid views had taken place. And
sometimes, it was necessary to have recourse to the force of arduous persuasion. But in the end,
they somehow managed to arrive at an agreement, though not always unanimous, and the
decision proved to be right. o

Though small in size, Israel gives us endless pleasures and excitements, thanks to its diversi-
fied landscapes and its abundant historic sites, while you admire beautifully cultivated fertile
land in the west of Yam Kinneret, you marvel at the stark scene of the vast desert in the Negev.
You canenjoy gentle breeze coming across the sea, along the beautiful Mediterranean coast and
also at Eilat. Wherever I went, | was always warmly received. And, without exception, | was
greatly impressed and inspired by the people whom | met for their strong sense of love and
loyalty to their homeland, Israel, and for their zeal and devotion to the work and task they are
engaged in. ' voE

‘I consider it my primary duty to see to it that amicable and close relations between our two
countries be further promoted, and to thisend I have tried to make my humble contribution. In
retrospect, it can be said that progress has been made towards this desirable direction, though
slow in pace.



Ambassador Shozo Kadota

Dr. Kimche’s visit to Japan which coincided with the inauguration of the Japanese Parlia-
mentarian Group for Friendship between Japan and lIsrael took place in February last year. In
May last year, Mr. Nakayama, the Secretary-General of the Japanese Parliamentary Group
visited Israel in order to attend the inauguration of the Israeli Parliamentary Group for
Friendship between Israel and Japan which was held at the Knesset in Jerusalem.

Earlier this year, the Israeli Ambassador in Tokyo presented the Yad-Vashem prize to Mr.
Sugihara, former official of the Ministry of Foreign Affairs of Japan. for his humanitarian act.
Before the outbreak of World War 11, as Japanese consul in Lithuania, he issued, at the risk of
his own career, transit visas to thousands of Jewish people so that they would find new havensin
other lands.

More recently, on April 20, in Tokyo. the first Japan Prize for Science and Technology was
conferred upon Professor Katzir, the fourth President of the State of Israel. for his outstanding
contribution in the field of biotechnology. The Japan Prize is intended to match the Nobel Prize
in presugc and substance, and it is conferred upon only two laureates annually in the select field
of science and technology.

For Professor Katzir the Japan Prize might be another addition to a galaxy of prizes and
awards which he has already earned in the past for his outstanding accomplishmems liseemsto
me, however, that this good news was not only another brilliant milestone in his scholarly work,
but did great service in cnhanang the image of Israel in'the eyes of the Japanese people.

Albert Einstein is well known to us in Japan as the most outstanding scientist of the century,
but not as an Israeh scientist. Now, people in Japan have witnessed that one of the most
prestigeous prizes in their land has been awarded 10 an eminent scientist from Israel. Thus. they
now know, that Israel, though still young as a nation, is alrcady in the forefront of the science
and technology in the world.
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Speaking about our cconomic relations, it appears that there is much room for improvement
and progress. Trade volume between Japan and Israel is far too small in the light of the
economic structure and the potentiality of the two countries. What are the reasons for this
unwelcome situation?

One would immediately say “It’'s the Arab boycott™. There is no use denying that after the oil
crisis of 1973. Japanese business came under strong pressures of oil producing countries, and
became extremely reluctant in doing business with Israel. But, because of the oil glut in recent
years a change has been noticed in the supply and demand situation of oil, resulting in the
lessening of the effectiveness of such a boycott. It is still too early to say that Arab pressure is
gone forever thanks to the oil glut, for the syndrome of oil shock still lingers in Japanese
economic circles. There is good reason to believe, however, that they are now beginning to seein .
a new light their relations with Israel on the basis of the merit which each business transaction
carries, without being fettered and influenced by pressures from the outside. | thmk thisis a
very important phenomenon to be noted carefully.

Let me say a few more words on the “Arab boycott™. In my view, the so-called “Arab boycott™
would have less adverse effect on the Israeli export to Japan than on Japanese export to Israel,
even if it had indeed been as effective-as the spokesmen for “Arab boycott™ so repeatedly and
loudly enunciated. I simply wish to emphasize that so long as they are competitive, Israeli goods
and services have a good chance to get into the Japanese market, despite the “Arab boycout™

Another factor which stands in the way of our desirable trade relations is lack of knowledge,
information and understanding between our two peoples. Israel has natural ties with Europe
and America because of geographical proximity and long historical relations. Whereas Japan is
situated far away from Israel. There is no common cultural background between our peoples,
and their knowledge of each other is very scanty and far from sufficient. Therefore, in order to
develop a new market for Israeli goods and services in Japan, it is essential for Israeli business-
men to undertake markctmg research more vigorously. They must find out what kind of goods
and services are wanted in Japan and whom they should contact.

1 personally feel that with its well developed infrastructures for industries and with its
advanced science and technology, Israel has great potentialities to become a highly industrial-
ized country, particularly in the field of high technology industries. Japan seems to have equally
promising potentialities in this particular field. I earnestly hope therefore that Japan and Israel

" would find common grounds of interest in that field and that complementary relations will grow

and develop between the two countries for their mutual benefit.

In this connection, I am gratified to learn that one of the leading high technology industries of
Israel will shortly establish a joint' Japanese-lsrael company in Japan. 1 welcome this whole-
heartedly and strongly hope that this will become a harbinger heralding the coming of a new era
of large-scale cooperation between the industries of our two countries,

1 pledge that | will spare no effort to make my humble contribution for the progress and
development of friendly relations and cooperation between our two countries and our two
peoples.

Thank you.



Jerusalem and Tokyo

Two cities — Jerusalem and Tokyo — on the Western and Eastern borderlines of
Asia, have lately shortened the distance of several thousands of kilometres separating
them, and have drawn closer to each other.

Though Jerusalem is one of the oldest cities in the world enshrined in the hearts of
Jews throughout the world since the times of King David, while Tokyo has served as
the capital of Japan for only over a 100 years, the rapprochemenl between these cities
may lay the foundation for fruitful cooperation between two of the oldest nations of
our globe.

Tl%t’: friends of Japan in Israel are now aware of signs showing that a serious
endeavour is being made to deepen the ties between the two nations in the political and

“economic fields. We were glad to receive here a delegation of Japanese Parliamentar-
ians, members of the Parliamentary Friendship Association with Israel. We witnessed
lately the visit of Foreign Minister and Deputy Prime Minister Itzhak Shamir in
Japan and took note of the fact that he held talks on the highest level with members of
the Japanese Government. Soon after that official visit, our Finance Minister tra-
velled to Tokyo for business talks.

Israel, though situated at the other end of Asia, can easily be reached by ships
coming from the Far East through Eilat, a town located on the coast of the Red Sea.
Eilat enjoys now a privileged position among the cities of Israel, as it has been
proclaimed a Free Trade Zone with all the advantages connected therewith — tax
reductions being one of the main characteristics of its new status.

In the course of the visit of our Finance Minister, Itzhak Modai, in Tokyo the
problem of the extension of the Israeli railway net to Eilat with the assistance of
Japanese capital and know-how. was raised. Undoubtedly the opportunity to trans-
port goods arriving in Eilat by rail to the centre of Israel, and the further advantage of
being able to re-export goods arriving at the Red Sea port without the need for ships to

- pass the Suez Canal, will enhance the importance of that town as a port of entry for
Japanese goods and outlet for Israeli exports to the Far East, once the planned railway

- line starts functioning.

Japan has acquired enormous knowledge in the field of railway construction, and it
would therefore be advantageous for both parties if Japanese know-how and capital is
engaged in a joint public venture of that kind.

The pattern of Israeli-Japanese economic cooperation may have been set by the
recent establishment of ajoint company Nihon Scitex in the field of Electronic Colour
Page Make-Up-Systems. We expect further joint Israeli-Japanese ventures to follow
in the private as well as in the pubhc sector, for the benefit of the two countries and
their peoples. :
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Farewell to an Ambassador

The friends of Japan in Israel regret to learn that H.E. Ambassador Shozo
Kadota has completed his term of duty in Isracl and is returning to his
country.

Mr. Kadota embarked on his diplomatic functions in Israel in November
1983 and since then he has made a valuable contribution to the deepening of
relations between the two countries.

It may be noted that during his term of office in Isracl the Deputy Primce
Minister and Minister for Foreign Affairs, Mr. Itzhak Shamir paid an official
visit to Japan.

We of the Israel-Japan Friendship Society and Chamber of Commecrce
found great interest in the conversations with the Ambassador, and the
public at large could enjoy his speeches on different subjects of interest to
both countries, including economics, trade, politics and the arts.

In his speech delivered on January 14 at the Hebrew University of
Jerusalem, Ambassador Kadota laid stress on the desire for pcace of the
Japanese nation and quoted Article 9 of the Japanese Constitution under the
title ”Renunciation of War” which states “Aspiring sinccrely to an
international peace based on justice and order, the Japanese pcople for ever
renounce war as a sovereign right of the nation and threat or use of force as
means of settling international disputes.” Israel, so far, has no constitution,
but for 2000 years the Jews, who aspired at the re-establishment of
statehood in this country were guided by the pronouncement of the Prophet
who prophesied “they shall beat their swords into plowshares and their
spears into pruninghooks: nation shall not lift up sword against nation,
neither shall they learn war any more™.

We do hope that in his further career as a diplomat in the service of his
country and his people, Mr. Kadota will continue to contribute his share to
the task of all public servants of good will — to promote peace and
understanding between people, as he has so ably done in Isracl.
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The American Jewish
Committee

LOS ANGELES CHAPTER, 6505 Wilshire Boulevard, Suite 315, Los Angeles, CA 90048-4992 (213) 655-7071 Telecopier: (213) 658-5164

- DATE: August 11, 1986
TO: Marc Tanenbaum
FROM: Neil C. Sandberg

One of our AJC Board Members in Los Angeles, Valerie Fields, is a personal
friend of the foreign minister of Nepal. His name is Bishwa Pradhan.

We heard recently from a representative of Israel that they were having
difficulty in their relationships with Nepal. Is there any way we can
pursue this personal connection in order to open better 1ines of communication?

Another thought Valerie has is the use of Mayor Tom Bradley to arrange better
connections with Japan. Valerie is a member of Tom's staff and says that he is
closely connected to the top leadership in Japan. He might be willing to serve
as a middle-man in setting up discussions.

Let me have your thoughts please.

Regards.

7w

cc: David Gordis
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THE AMERICAN JEWISH COMMITTEE

date  August 8, 1986
to Marc H, Tanenbaum

from  George E, Gruen

WINPpUBJO WD W

subject Japan, Israel and the Arab Boycott

Attached is the full file I have on this subject going back to
September of last year when it was decided to set up a '"Subcommittee on
Japan/Korea and the Arab Boycott'' as part. of the ''International Steering
Committee on Freedom of Trade with Israel." Walter Stern is chairman
“of the group. AJC has been invited to participate from the very begin-
ning. .

While the ADL has certainly been active on this matter, this is not
because the Israelis have given this to them as their assignment. On
the contrary, I am.informed by authoritative sources that the Israelis
would 1like other Jewish groups to be more visibly involved, since it
does not help their efforts to change Japanese policy if the Japanese
conclude ‘that this is simply the pet peeve of the ADL and does not
represent a major concern of the broader American Jewish community,

Indeed, as I mentioned to you, on the agenda of the meeting next
week will be the idea of compiling a list.of American Jewish businessmen
who would be willing to participate in a mission to Japan sometime next
year. We are specifically being asked to recommend names of AJC members
and -others who would be suitable for such a delegation. Unless you have
some names to suggest before Friday, I plan simply to report that we are
placing this on the agenda of our Steering Committee of the IRC meeting
on September 15 (and possibly for discussion at the Board of Governors?)

GEG:mr

- Encs., -



Proposed Committee Action

WPS

* Will send letter to Yuval
* Follow-up Wallis/MAI (After upcoming Jess meetings in D.C.)

* ZIM- will ask for a 2 pager on terms of trade
* DAVRATH - will follow up letter

Jess
* Upcoming Meetings in D.C. on Trade Mission

* Will produce moﬁthly report

ADL/

* Will compile list of people trading with Japan who could write letters to Japanese
shipping concerns (Bonds) ' ' ' .

* Will compile 1list of Jewish Businesspeople who might attend trip to Japan in '87
(AJC and AJCt will also compile list) .

* Will work hosting Japanese Journalists at ADL office

¥

v

* Abe and ?ééar will meet with Ha-Levy (Bonds) B & v

(5/5 é/}f-



To

From

Date:

Subject:

Walter Stern

ANTI-DEFAMATION LEAGUE OF B'NAI B'RITH
1640 Rhode Island Avenue, N. W., Washington, D.C. 20036

memoranaum

Jess N. Horde i s e
June 20, 1986

Arab Boycott/Japan - Update

IsraeI Traﬁe Mission

~

The Japanese have. moved forward on this proposal.
Assistant Secretary of State Richard Murphy informed e
Israel ‘Justice Minister Modai earlier this week that the
Japanese government will take part in helping organize the
trade mission. Murphy met in Washington two weeks ago
with Mr. Miyake, his counterpart in Japan's foreign
ministry. Tim Hauser, who participated in our meeting

with Wallis, and works on economic issues in the

Department's Israel desk, put the boycott matter on
Murphy's agenda. Murphy told Miyake that visible Japanese
government participation and support for the trade mission
was critical. Miyake said Japan was prepared to receive
the mission and indicated would be involved in organizing
it. He also reiterated that the government has nothing to
do with boycott compliance - that is a matter in which
individual companies make their own decisions.

Israel's ambassador to Japén returned to Jerusalem this

week apparently for consultations in which the trade
mission's terms of referepnce will be explored.

Congressional Meeting

Reps. Bob Matsui and Mel Levine met with Peter Sato,
economic attache at the Japanese embassy. Reps. Ben
Gilman and Howard Berman, who were planning to
participate, could not attend. The meeting was a follow
up to an earlier session between Matsui and Sato. No new
ground was broken. The congressmen cautioned Sato that
pressure was building on the Hill and urged positive
action by Japan. Rejecting for the time being Sato's
request for specific compliance examples, the congressmen



Page Two

emphasized the perception problem and the need for visible
Japanese measures. Sato said he would get back to them
and a follow up meeting has been set. Somewhat
surprisingly, Sato, who is a fairly senior official at the
embassy, professed to be unaware of the ‘trade mission plan
which we are hoping is in the works. '

JNH:sc

Bialkin
Foxman
Jacobson
Wall
Dovrath
Halperin
Dror
Matnai
Elizur

CCis
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e CAPITAL RESEARCH COMPANY

Los Angeles - San Franci - Mew York « Geneva

280 Park Avenue. New York. New York 10017 - Telephone (212) 599-4490 - Telex 127890

5 WALTER P. STERN
= Vice Chairman of (he Board

% . _ May 14, 1986

Dear Allen,

I am writing to keep you posted on developments
re: the Arab boycott and Japan. Our committee has
met and discussed the matter; in addition, 1 have
had discussions with Economic Minister Dan Halperin
and the Israeli Consul General in New York --

Moshe Yegar.

The Israeli Government is ready to organize
a trade mission to Japan. I believe they will
start working on this immediately.

Following up Ambassador Matsunaga's positive
‘statement to you, we believe it would be most
helpful if both the Japanese Government and the
Keidanran co-hosted such a mission. We are --
5 as I indicated -- anxious to follow-up on the’
= Ambassador's suggestion.

: In addition, we are developing a series of

58 : actual cases where one or more Japanese companies

L appears to have been co-operating with the Arab
boycott and will make these available to you.

[ want to again thank you for your help and
interest and will continue to try to keep you
informed.

Sincerely,

7
- Lkl
The Honorable : /iﬂﬂgu’

Allen W. Wallis

Under Secretary for Economic Affairs
U.S. Department of State

Room 7256 -

Washington, D.C. 20520



AGENDA

June 26, 1986

8:30 a.m.

- 10 minutes to read Yuval's report

WPS. - Meeting with A. Primor
- Discussion with Yuval
- Israel Manufactprers Association
S . o

AF/JH - Report on Meetings in Israel
- Congress/Administration
- 'Koby's Memo on Compliance Cases
- Other '
MY . - Update

KJ - Meeting with Japanese Diplomats

- Discussion/Summary
- Future Action

- Future Meetings

Expected Attendance:

J. Hordes G. Gruen M. Yegar W. Stern
A. Foxman W. Maslow A. Behar
K. Jacobson :



Restricted .
---------- oy Jerusalem, June 15Sth, 1986

To: Walter P. Stern, Chairman,
American Steering Committee on Freedom of Trade
with Israel

From: Yuval Elizur, Jerusalem

REPORT ON A VISIT TO JAPAN, MAY 30th-JUNE Sth, 1986

1. Conclusions

In the course of my visit I had a chance to lecture to
four research institutes dealing with Middle East affairs,
meet with senior officials of the Faoreign Ministry
(Gaimuchu), the Ministry of Trade and Industery (MITI), the
Fedaration of Economic Organizations (Keidanren) as well as
with several Japanese, American and Israeli businessmen. As
a result of these talks I came to the following conclusions:

a. The impact of the Arab boycott on Japanese-Israeli
business relations 1is as strong as ever. Trade between
Israel and Japan (less than $ 200 million per annum in each
direction) is negligeable in terms of the foreign trade of
both countries. In fact; no economic contacts exist between
any of the major Japanese industrial and -trading concerns
and Israel or with foreign firms known to them to be on the
Arab blacklist. All reports made in recent months concerning
a so-called “breakthrough were either based on wishful
thinking or, worse; on a desire to point to "achievements"®
that in fact were imaginary. d :

' b. The only hope for a.changs in the situation is to

" bring the Japanese business interests to realize that there
-is a price to pay for this attitude towards Israel. They

must be made to realize that they may have to weigh the
danger of the loss of Arab markets or p2rhaps even a cut off
of vital o0il supplies (if and when there is a reversal in
the o0il market) agaihﬁt the danger. of further embarassmsnts
in their trade relations with the U.5.

This need not necessarily take the form of a noisy
"counter-bovycott” whose results may be questionaﬁle, but aof
systematic actian, involving public and U.3. governmsnt
steps, that make it clear to the Japanese decision makers
that the pressnt situation is unsatisfactory to ths American
public as well as to the U.S. Govermnment.

€. Under  the present circumstance I have very Serious

doubts whether a mission of Israeli industrialists to Japan
would be useful. Keidanren is opposed to the mission and
would do everything within its paower to play it down. MITI
considers the mission a small price to pay to let off steam
and ward off the pressure applied by Under-Secretary Wallis.

2. What Israel needs from Japan
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myself what would happen if we do achieve our goal and Japan-
Israel economic relations no longer suffer <from artifical
political barriers that have nothlng to'. with the real
interests of the two countries. '

It has been argued that what Israel has to offer to
Japan in finished products and even in knaow-how can always
find outlets in the margins of the mainstream of the
Japanese econamy . These margins have not vyet been
sufficiently explored by Israeli businessmen. Similarily
Israel can obtain most of it needs from Japan by doing
business with relatively small manufacturers (such as
purchasing Subarus, Suzukis and Daihatsus) or by trading
through intermediaries. _

Japan successfully resists pressures to import from the
rest of the world, the argument goes on, why should we
expect that they will start buying Israeli goods once they
decide to overlook the Arab boycott? Why would the Japanese
electronics industry, for example, buy Israeli components or
sof tware, if they do not buy any foreign components because
of language dif+iculties, quality centrol and the peculiar
Japnese system of vertical integration?

What mwakes it particularly difficult te retute these
arguments is that it is impossible to quantify any positive
development of Japan-Israel relations once the political
barriers are remaved. It can only be said that because of
the ever growing importance of  Japan not only as a
manufacturing power but also as a trading and financial
empire, Israel, without having access to Japan, will have to
fight for its position in the world economy with one hand
tied bezhind its back. '

Perhaps very few changes would take place in Japan -
Israeli relations in the first years after the boycott were
lifted. But one may also see grdaual changes that may be of
crucial importaﬁce to the Israeli ecnnnmy. Here are some of

these changes.

a. i+ Zim,' Israeli HNavigation Company, can obtain
cargoes, \Q£ competitive rates, not only from the small
companiss bBut~” also from the large +firms like C. "Itoh,

Marubeni and others this may make all the difference in the
world +for the profitability of its shipping 1ling between
Japan and the U.S.

b. Tadiran and other Israeli electronic firms would
like toc reach agreements with Japanese companies for
integrating their production in certain lines such as
communications equipment. Israel would buy from Japan some
components and sell the finished product or vice versa.

c. By having a better choice in its car imports Israel
would be able to save tens of millions of dollars a year.

d. Joint ventures between Israeli and Japan could praove
to be an important instrument to overcome U.S. ifmport
restrictions (since imports to the U.S. benefit from the
Free Trade Area Agreement when the Israel added value is at
least 35%).

But perhaps the most convincing argument for the need
to make attempts to remove the obstacle imposed by the Arab




boycott on Tapan-Israel are the high stakes involved ! a

relatively small effort is required but so very much can. be
gained.

c. The visit to Japan

The idea of my visit to Japan came after a short talk I
had in Jerusalem with Dr. [ Yaakov Cohen, Israel's Ambassador
in Tokyo who was in Israel\for short/personal visit. I told
him that we, in the Insti tg_af’é:onamic Co-existence in
Israel, would like to get first hand impressions of the
reality of Israeli- Japanese relations and perhaps even use
our independent position to tell our Japanese counterparts
things that cannot be said by diplomats. _

Later, after meeting with Maxwell Greenberg and Abraham
Foxman of the ADL and with representatives of other American
Jewish organizations, it became clear to us that our mission
could have an additional purpose: that of fact +Ffinding. A
number of guestions had remained as a result of conflicting
reports of the changes in the attitude of Japan to the Arab
Boycott. ADL +found itself unable tp proceed with a plan of
action in the U.S. until all the facts were clear.

Dr. Cohen and members of his staff did an excellent job
in preparing a most intensive program that kept me going for
five days of all-day schedule of appointments in Tokyo. If
ane takes into consideration the reluctance of some of the
governm=nt and business institutions to set wup the
appointments, the appreciation for the embassy’s =fforts
becomes even more apparent. Some events, like the lecture to
the National Defence Institute of Japan, where the audience
was constituted of about Z0 representatives of the various
military branches and security agencies (all in civilian
clothes), my appearance constituted a "first®" for any Israeli
representative. :

In some cases, such as in the Keidanren, a lively
discussion developed on ways tao promote Japanese-Israeli
business relations. In the research institutions the debate
was mostly on the future of oil supplies. At all times the
exchanges were polite and did not get out of hand, although,
as I learned +rom the Embassy personnel who accompnied me
to all the mestings, at no tims in the past was thers such
a “frank" discussion of the Arab boycott as in some of
those meetings. .

I did not "win points”™ and have no illusions that I
convinced anybody. Yet, my audiences took notes feverishly
and I &am convinced the messages were received by the
decision making levels. The Japanese staff members of the
Israel. Embassy, who. did not hesitate to tell me when
arguments were nat too convincing, felt that some of the
meetings were “very good” or "most successful”,

I did not just argue but also listened, collected
facts, arguments and even suggestions, made by my -Japanese
hosts, how to change the present situation. Some of these
suggestions I have incorporated in the recommendations
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included in this report. At no time was I given information
“of+ the record®. The Japanese do not hide the fact that
their reluctance to do business with Israel is because of
their fear of the Arab boycott. Yet, both in government
offices and in the Keidanren the argument is that they have
no policy of their own with regards to the Arab boycott and
"the decisions are made by the firms themselves on the basis
of their own business interests.”

4. Why the Japanese Firms Boycott Israel

Ever since OPEC began to lose its grip on the
international o0il market and especially since o0il prices
collapsed in January 1986 it laooked as if a change Japan’s
capitulation to the Arab boycott was inevitable. The reports
that followed the visit of Israel's Foreign Minister,
Yitzhak Shanir, gave the impression that the ice had indeed
been broken. This was clearly not the case. It now looks as
i¥ at the time of the visit of Foreign Minister Yitzhak
Shamir to Japan, in September 1985, an effort was made
{(perhaps even with the help of the Japanese officials
themselves or by wishful thinking of some of the Israeli
diplomats) to create the impression that there had been a
"breakthrough® that in fact did not take place. :

One of the wunfortunate results of this mistaken
impression were statements that appeared in the world
press during the visit toc Japan by ‘Ithe_ Minister without
Portfolio, Moshe Arens to Japan early in May 1986 expressing
hopes for cooperation with Japan on the development
of the Lavi, when in fact no such possibilities exist.
This does not mean that the relations between Israel and
Japan, especially on the political and cultural level, n are
not improving gqradually .. These relations reached a low
point after the Yom Kippur war in 1573 when Japan &almost
gave in to Arab demands to break diplomatic relations with

Israel. The visit of Shamir may have indicated a change but
definitely not a “breakthrough”. It should also be pointed
out that most Japanese, especially the Japanese

businessmen, have no anti-Israel emotions. On the contrary,
they are friendly towards Israslis on a personal basis.

The +Following reasons are given in Japan to the
continued acquiescence to the Arab Boycott:

: a. The Japanese =zperts give credence to the
predictions that & new o0il shortage will develop 1N the
1990's. Although by that tims Japan will acquire a good part

of its oil fromChina (which has no other way to pay for
imports +{from Japan) the MITI funded research institutes
advocate caution in what they consider a clearcut danger to
Japan's lifeline. : -
b. Although hopes of large scales sales to the Arabs
markets did not materialize, the Japanese firms still
consider the potential ot these markets to be more important
than that of Israel. The present ecanamic difficulties of
some Of the oil states only exacerbate matters since +firms
in those countries are in debt to Japanese banks and

in
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exporters. The Japanese fear that if they violate the Arab
boycott regulations this may serve as an excuse not to repay
the debts. ’ :
e c. The revaluation of the Yen and the difficulties
?} ' which the Japanese econocamy now faces have already sharpened
b ' ther competiton between Japan's large corporations. Part of |
i ' ; this competition is the tendency of aone company to “squeal”
3 on another accusing it, among other “sins®" of
violating the Arab boycott of Israel. The firms are ;hérefnre
careful not to become "quilty®" of such "sins®. .
d. The decision- making prntess in Japan is slow and
requires a consensus., Thus, even i+t the change in the oil
_ supply situation will bring about a rethinking of the Middle
- . East policy, no conclusions can be expected before one or
e two more years. ' :

5. What can de done?

Despite the peculiar Japanese method of decision- making
and despite the reluctance to give in to direct pressure, I
am convinced that Japanese firms must be made aware of
American displeasure. The forthcoming talks between the
American diplomat Dri  Gator Sigur and the Japanese
government, and the chanée in Japan’'s attitude on microchips
imports are a good example of the way the boycott of Israel
should be handled. '

Japanese firms are at present more sensitive than ever
before to market pressures. Thoses firms who have already had
to raise their export prices because of the revaluation of
the Yen have expressed the fear that a drop in prices may
bring about a crisis, especially since the large +irms have
difficulties in reducing their labor force.-.

While I do not recommend a counter boycott o+ Japanese
goods, limited action against a single firm (Hitachi for
example that does not even allow Israelis to wvisit their
offices) could cause the necessary shock.

A detailed program could be worked out by the wvarious
agencies and co-ordinated by your committee. c .

This plan should suggest to the Israeli government
that Israel should, on its part, also wmake it clear that it
is unsatisfied with the present state of atfairs. The minimun
it could do is to refuse to-issue import licences +tor
¢ Japanese consumer goods wnless accompanisd by the
: original manufacturers’ invoices, thus eliminating "indirect”

sales to Israesl. :

I do not believe that any plan of action, successful as
it may be, can be bring about an immediate change in Japan’s
position vis-a-vis the Arab boycott, but it will certainly
give impetus to a process which no doubt has' begun but
cannot, as yet, be noticed on the surface.

Serious consideration should be given ta the question
of the Israeli delegation which has been suggested by
Japan's Ambassador to Washington. On the one hand if the
Israeli manufacturers visit, and their vist is downplayed by
theiF‘hosts, the Japanese will be able to tell the Americans
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that “"we have done samething” although in effect they have
done nothing.

On the other hand, if it is decided not to send the
delegation, the Japanese will not be sorry. Under present
conditions the Israeli industrialists should go to Japan
but it should be made quite clear to the participants not to
expect too much. It should also be made clear to the
Japanese gavernment that neither Israel nor the uU.s.
Administration consider the delegation as the end but only
as a beginning of an intensive plan of action that should be
laid down, hopefully with Japanese co-operation.

Keidanren leaders told Arens that they had sent a
circular to their members suggesting to them that they join
a mission to Israel but none of them responded +favorably.
The idea can be brought up again. Perhaps it can be made
clear to Keidanren officials that the U.S. would favor such
a mission and that they should try harder.

The fight against the Arab boycott in Japan is ane that
Israel cannot afford to lose. - In fact, it is a fight that
Israel can win if there is determination and a good plan of
action.

6. Appendix
Some of the activities during my visit:
a. Meetings
1. Ministry of Foreign Affairs
(Director of Ecanomic Affairs Burcau)
2. Keidanren ( Federation of Economic Organizations)

3. Ministry of International Trade and Industry

b. Lectures and Discussions

Yos The IMiddle East Institute (membership organization,
supported by the Fareign Ministry), '

2 Institute of Developing Economy i(branch of MITI,
deals mostly with LDC’s but has an Israel
department). '

3. Economic Ressarch Instituts of the Middle East {alsco
MITI supported, mostly ail orientated). '

4. The .National . Defence Institute .(fdrmely Defence
" Collége) a research and study center of the various
military branches, including intelligence).

c. Interviews with me
1. Nihon Keizai (economic daily)

2. Sankei (econgmic daily)}



16 June, 1986

Mr. Walter P. Stern

Vice Chairman of the Board
Capital Research Company
280 Park Avenue .

New York 10017 - U.S.A.

Dear Mr. Stern,

Thank you for your letter dated May 22 addressed to Mr. Eli Hurvitz,
President of the Manufacturers Association of Israel (M A I).

Please be advised that Mr. Dov Lautman has been elected the new President
of the Manufacturers Association of Israel instead of Mr. Eli Hurvitz.

Concerning economic cooperation between Israel and Japan, let me call your
attention to the fact that a few momths ago, Mr. Shamir, Minister of Foreign
Affairs, accompanied by a delegation of Israeli businessmen, visit Japan and."
met with the Leaders of the Economic Organizations.

At this meeting it was decided to organize further meetings between Israel

and Japan. Therefore, we would like very much to receive an official invikation
for our new President, Mr. Dov Lautman to head a delegation of Israeli
manufacturers. Your help in this matter would be appreciated. I would like
.to know who will be the responsible im Japan in that matter.

May I take this opportunity of thamKimg you for your activities in protest

against the Arab Boycott, which have Ied to positive results.

Yours Sincerely,

Arnon/Tiberg :
Director General

CRRE, behEia g RGN R 5 Talhen Go i T W he e SRy M .



*ROM:

KATO, UCHIKOSHI, KASHIWAGI, 60TOQ

NEH JRPAN SECURITIES INT‘L INC. (NEH YORK)

-

“TRERTIRG—REZHERH

TOORY‘S

"85 H_BRAND MILK (2262) AND AN ISEAEL] GOU‘T BIOCHEMICAL RESERPL.
_INSTITUT > SYNTHESIZING A WEH-COHFOMND EFFECTE

NERE RS OF JUME 18, 1986

0
- - -
PEPPPRIRFIIIPIIPIPIRIIPIIIPRTRN

o

-

SE~SEHHLETEHERT TR —R—JDINT—RESERRTH

TERH HILL BEGIN CLINICAL TESTING THIS FRLL, AND R*D EFFCRTS HILL
CONTIHUE HITH-'THE AIH OF HRARKETING IT IN 5-8 YRS. (NIKKEI SRMG&Y()

166—Foods

Snow Brand Milk Products

tieup with dairy 1amm co-operative Find J
Advancing into biochemicals, incl pharmaceuticals,

moving up d. But ice ¢ in doldrums, while butter and chease slowing
Heavy ad ang sales promotion costs forcing current profit down. Set up he

tic acid drink sub Snow Brand Rolly under stiff competition. Anothar sub Snow
Seed may record sales drop due 10 declining feedstufl pricas.

- WEAR
Largest manufacturer of dairy products(butter and cheesa). Ranks top in drinkz
milk. Advancing into frozen {oods and moving toward integrated food maker. Has

i d for exchange of technical information,

Qutloolu: Fresh mulk, mifk d:iri::._. juice and others bavarages fum, and ch.il_lad 1

Autrition instituta 1o supply he aith-related information and advice to consumars. Lac-

alth &
Br.

13, Honshwocho, Shanjukuku, Tokyo 160 Preaident: Yoichi Yamamoto
Telex: 2322224 Fax: 03 3156 9831{0Overssas Oificon

income Sales Operating Current Net Earrungs Dividena E
(¥mil) Profit Protit Profit  persh  persnh persh
Mar 83 435,566 7.710 6.540 2502 ¥9.9 ¥6  ¥1548
Mar "84 428,182 84934 7.694 2638 10.4 6
Mar "B5 443,285 9.829 9258 2916 1.5 6
Mar ‘86« 450,000 85600 8.000 2.900 11.5 6
Mar ‘87 460,000 9600 8000 3.300 13.0 6
-Sep ‘B4 23477 6,289 5.497 18717 = T4 -
-Sep ‘85 235.238 4575 4.051 1,462 58 -
‘Mar B4 786229 13734 9.706 2928 1.5
cMar ‘85 B21665 15,208 12.072 4306 17.0
Mar ‘86 845,000 13.500 10,500 3.300 13.0 .
. TIvo PER 322 - 227 |Salen Breakdown . (Sep ‘B85, %|
: { , Drinking Mitk - a
540z 4715 | Dairy Products 28
¢ : L' L |ice Cream 13
440; 3 ‘jf it ' W |
5401 e | Export Ratio o |
| ',j‘*""" Priceas High Low G/L{%}
240} (B—sT e ~81  358(77) &4('S7T)
! ‘82 219(Apr) 212(Oct) .65
RNl 3 -1 B3 355(Cct) 230(Jan} 410
=i} ‘B4  453(Dec) 309(Feb) 311
’;1_11 e dith i ].!LI....;. ‘B5  SBO(Jun) 429(Jan) 35
f'su ‘62 | 83 “8a ‘85 | |Finance (000shs)
= Dec 63 2:1(¥50) 100,000
Stocke 1 ¥50 par value, 1000 pet umt) Pub 1(¥75)
Shares Out.(Nov 30 "85, 000shs) 253000 Mar'68 2:1(¥50) 150,000
No. of Shareholders(Sep 30 '85) 27.078| Apr 75 4:1(¥50) . 200.000
Major Holdersi%) Foreign Owners 56 Pub 12.5(¥167)
Norinchuhin Bank Yasuda Trust 36| Apr ‘76 20:1 Graris 210,000
100 Sanwa Bank 27} Apr ‘TS Pub 20(¥253) 220,000
Employee Fuji Bank 27! Oct ‘79 10:1 Graus 253,000
Stockholding 6.2 Chiyoda Mutual Life z
Takugin 49 Ins. 261F acifity Investmoat( ¥mil}
Financlal Daota({¥mil) -Sep ‘85 uMar "85 biar 'B5- 18500 (85 14,100}
Total Assets 205.586 328.485|AA&D Exponditure( ¥mil) *
Fiaed Assets 102256 . 128.198 Mar '86- - (85 -)
Current Assets 103.329 200.287 |Highest in Curreat Profit(¥mil)
Current Liabilities. 105,552 206.598 Mar 77 11.
Working Capital ~2.223 -63n1 : : :
Bank Borrowings 15573 S6700| Samnn For By LTCE. |,
Capital Stock - 12,650 12650| £y changas: TYO. OSA
Capital Surplus £892 5396 Undeorwritecs: Da-.i@a
Sharehotders’ Equity 41583 49819 ;s
Emlyﬂatn(‘hl 202 Iszmm 1 1
interest & Dividend Net - .1,089 E m,.,ﬁo m‘im“t Mgu?&z,
iPrincipal Otfice Yok 03-358 2111|Chorman: -

«2 Sea P. 1159

2262 Soow Brend Mdk P(qi.nc!l Co Ltd

15 Liaison Oftece s Fort Lee E Park.One €

USA, {Tel592.9299) ;

: sopean Otfice - Gerholstrasse 2, 2000 Hambuerg 36, West Germany (Te-!,a&-?lsm

aineast Asia Ottice - 2nd FILJE TRO Blog.. tﬁsﬁa,..u.mv- Rd, Banghoh, Thadand
1Tl 251-5858)

Drive, Fort Lee. N.J.O7024,

%



~ and its problems to American

Foreign Envoys Keep Their Distance

Perhaps it as it should be: B8
With all of the influence -
sought, wiclded and peddled
by lawyers, lobbyists, consul-
tants and other hangers-on,
foreign diplomats remain a re-
spectable distance from the
centers of power.

Few are obvious candidates °
for Washington's *“most-influ-
ential” list. Most become well-
known in Washington more
for the quality of their parties
than the substance of their di-
plomacy. '

Exceptions prove the rule.
Until he resigned to retumn to
his business pursuits, Emesto
Rivas-Gallont, El Salvador's
ambassador, was considered
extremely effective at a diffi-
cult time. He understood the
way the American system
worked, and he possessed the
skills to explain his country

politicians. )

The result was that Con-
gress approved economic and
military aid for El Salvador in
1984 at the crucial time, when
Jose Napoleon Duarte was taking over as president.

Dan Halperin is another exception. As economic coun-
selor in Israel’s Embassy here, he is almost an honorary
American. His English is flawless and idiomatic. His un-
derstanding of the political system-—not just the legislative
process, but the budget game—is equally impressive. And
his contacts in the Reagan Administration, Congress and
the news media are impeccable. As a result, he can gather
information from formal and informal sources and quickly
give his government an up-to-date picture of U.S. economic
aid and military prospects.

Despite the fact that he is an effective spokesman for bis
government, Halperin said, “I don't call myself a diplo-
mat.” Diplomats traditionally go no further than represent-
ing their government's point of view. Halperin believes in
going further, in playing the system like any other lobbyist.
*In Washington, you have to be what [ call an operator,” he
said. “Once you realize the system is open, once you realize
the rules here are not the rules you learned from home, you
can be an operator.”™

Halperin argues that both Congress and the cxecutive
branch are relatively open to foreign diplomats and that
influence in the executive branch is often related to influ-
ence in Congress. _

Takis Theodoracopoulos, first secretary for the Embassy
of Greece, also earned a reputation as an expert on how the
foreign aid system works. He was a familiar sight in
hearing rooms and in Members’ offices. Partially through
his efforts, and despite recent disputes between Athens and
Washington, Grecce was able to fight off efforts in

Israeli Embassy’s Dan Hn
He understands the political system.

recent years to reduce U.S.
aid levels.

Unfortunately for their gov-
emments, Theodoracopoulos
has been reassigned elsewhere
in the Greek foreign service
and Halperin is returning to
Israel this summer, probably
to go into business.

An ambassador from a
much larger and closer coun-
try, Canada’s Allan E.
Gotlieb, also gets high marks,
despitc recent controversies
surrounding his tenure. “He
knew how to develop his con-
nections on the Hill,” said a
colleague in the diplomatic
corps.

A congressional aide said of
the Canadians: “They do treat
the Congress as an important
part of policy.” This source
added that generally, the dip-
lomatic efforts of large coun-
tries with friendly ties to the
United States—Britain,
France and Germany, for ex-
ample—tend to be more ef-
fective, while the performance
of smaller countries is erratic.

Sometimes diplomats deliberately choose a low profile.
Saudi Arabia’s current ambassador, Prince Bandar Ibn
Sultan, played a prominent role during the Senate debate
in 1981—before he became ambassador to the United
States—over the sale of Airborne Warning and Control
System aircraft but was back in Saudi Arabia this spring,
when the Senate approved a resolution disapproving the
sale of additional weapons to the Saudis. Diplomatic
sources said his absence reflected a Saudi feeling that it
was up to the Administration to push through the weapons
sale.

Although an ambassador or other embassy officials can
provide a personal touch to lobbying—no one is more
effective than an ambassador who is savvy about Amierican
politics—a paid U.S. lobbyist may be more productive if
only because he usually is more familiar with how the
sysiem works.

Washington lobbyists, for example, don’t hesitate to take
key congressional staffers 1o lunch; an embassy official
may consider it a step down to deal with anyone lower than
a Member of Congress.

An influential congressional aide suggested that there is
nothing mystcrious about diplomats dealing with Con-
gress—those who work hardest at cultivating stafl are the
most effective, he said—and he singled out a surprising
delegation for their effective work: tiny Tunisia.

Their secret? Because the Tunisians don't have an Amer-
ican constituency and don't use paid agents, they have to
work harder to further their country's interests in Washing-
ton. And hard work pays off. —Christopher Madison

Richard A. Bloom
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G. Gruen

M. Yegar
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A. Behar
July 25, 1986
JAPAN

I have attached some very interesting marketing-related
pieces on Japan from the Israel Economist. :

Although it is outdated, I've also attached a speech
given by H. Rosovsky on Japan/Israel.

Comments?

Switcla B W.Sesrs

REMINDER:  NEXT COMMITTEE MEETING - August 15th—e—ABPL=NY .
: 8:30 a-;‘no 5



EXPORT MARKETING FOR EXPORT MARKETING FOR

“Ei(PORTlSE" — GATHERING THE FACTS
AT THE CENTER FOR MARKET RESEARCH

Do-it-yourself market research is cheaper but more time-con-
suming than using professional firms. However, sometimes a
company may want to track down information on its own.

Knowing what information you nced and finding it is ele-
mentary “‘exportise™. Aside from basic reference works — such
as Export Management, which provides comprehensive informa-
tion — two libraries offer a wealth of data. One such facility is
the US Embassy's Foreign Commercial Service, which is the
major source of information on the American market. But
one of the best and most reasonably priced sources of inter-
national information is the government-sponsored Center for
Market Research, in the Ministry of Industry and Trade.

The Center is under the guidance of Dr. Michael Rom, who
was chief of the unit when it was founded in 1959. It receives
more than 500 different dailies, wecklies, and monthlies each
year. A wide-ranging list of publications covers such topics as
food, agriculture, metals, electronics, chemicals, and textiles.

The -operation also serves as the prime information source
for projects, tenders, and business opportunities offered by
foreign government agencies and private firms. Israel’s com-

mercial attachés abroad are important providers of this in--

formation. The Center also receives their reports on the eco-
nomic conditions of the countries in which they serve.
Up-to-date government import and export statistics provide
data on which items are imported and from which countries,
which helps Israeli manufacturers determine who their com-
petitors are. Comprehensive schedules of international customs
duties are used frequently at the Center. Background material
and economic information about countries throughout the
world are available in files, monographs, reports, and books in

the Center’s collection. In addition, a multilingual staff, including
specialists in food and textiles, can guide the exporter.

Booklets on potential markets

The Center also publishes its own booklets (in Hebrew).
Last year, it produced a booklet on Singapore, which includes
background on Singapore’s economic development and struc-
ture, industry, and trade with [srael.

The US Market (Agriculture and Food), published last
March, offers general and detailed information on US customs
duties for specific items over the next 10 years. In his intro-
duction to the pamphlet, Max Livnat, deputy general of export
in the Ministry of Industry and Trade, states that Israel’sexports
to the US totalled 34%, or $2.1 billion, in 1985, and are expected
to increase in the near future. The ministry feels that the more
information Israelis have, the greater their chances to widen
their markets.

The newest booklet published by the Center is Japan: An
Important Market for Quality Products. The booklet provides
timely information on Japanese industry, foreign trade,
Israel-Japan trade, and import policies, and it includes brief
descriptions of specific markets and useful addresses.

Computer-aided research

In the past few years, the Center has set up direct connec-’
tions with the Dialog network and with other’ systems, which’
provide access to over 200 data bases. Prices for this service
vary, depending. on the source, the time it takes to locate the
data, and the vendor. Obviously, the usefulness of the informa-
tion depends on how well it is interpreted.

The Center for Market Research is located on the seventh
floor of the Industry House, Tel Aviv. [ts services — except for
the booklets, which are available for a nominal fee, and com-
puter-accessed data — are [ree. Use them.

DIRECT-MAIL MARKETING ABROAD

The recent export emphasis in Israel has led many manu-
facturers to seek cost-effective methods to detenmine over-
seas markets and generate sales. The typical small or medium-
sized [Israeli manufacturer is hesitant to pay for extensive
— and expensive — marketing studies by Israeli or American
marketing companies.

One of the best avenues for such a company is “direct
marketing”. This term, often used in the context of selling
directly from manufacturer to consumer, can also be applied to
the Israeli manufacturer selling directly to a foreign dislnbulor
with the initial contact usually made by mail.

The direct-mail advantage

Direct marketing has several advantages. First, it allows the
-manufacturer to zero in on the desired market. Most other
advertising (newspaper, magazine, television, or radio) is waste-
ful because many receivers of the advertising message have no
interest in the product. In direct marketing, the mailing list is
very carefully selected so that every recipient of the sales offer
has a potential interest in purchasing the item. Second, direct
marketing is more flexible than any other advertising. One can
include a variety of informational materials, including catalogs,

product samples, price lists, and testimonial letters, in a direct-
marketing package. Doing so in other advertising is either
impossible or prohibitively expensive. Direct marketing also
allows the advertiser to test various marketing strategies by
sending diffcrent letters to segmenisof the mailing list.

While often thought to be expensive, direct marketing is
actually very cost-effective. The manufacturer determines his
own cost by choosing the contents of the package, the quality
and size of the catalog, and the number of pieces mailed. This
method is far less expensive than travelling overseas to meet
individual distributors. [t also reaches many more customers
than a salesman could reach in a limited period of time — and at
a fraction of the cost.

This method has been used successfully by several Israeli
manufacturers. One agricultural-parts producer received a
10% responsc, far greater than the average of 0.2-2%. Significant
export sales arc now being generated through an American
distributor that was contacted through this mailing. Via direct
mail, a consumer-products manufacturer found several inde-
pendent salcs agents, who are now sending orders to the Israeli
concern.

It should be pointed out that face-to-face negotiation is
necessary at some point in the marketing process. However, a
trip abroad is a better investiment when potemial customers have
alrcady expressed serious intercst,
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$ " EXPORT — THAT'S HIS BUSINESS

With more than |5 years’ experience in marketing Israeli
products abroad, Chaim Shachak has’ earned his reputation as
a trade “mdven”. Among the wide range of products — pri-
marily consumer goods — Shachak Foreign Trade Servires
Ltd. has successfully marketed are: plastics, cosmetics, furniture,
wine, adhesives, clothing, blankets, foodstuffs, and toys — to
the tune of $13 million a year in exports.

“The key to international business is knowing the local
markets,” he says. “Bed sizes, bathroom accessorics, tastes,
and even color preferences vary from country to country.”
Exporters must also know the details of import laws, like the
percentage of sugar a product can contain and still be subject
to minimal import tax.

Through the years, Shachak has established close ties in
Europe. His relatively new Protex showroom in Holland, for
instance, is an Israeli.Dutch venture. According to Jan de
Ruiter, director of Protex in Holland, 80% of the goods in the
showroom are Israeli. An Israeli flag flies alongside the Dutch
one outside the entrance. De Ruiter believes that Israeli prod-
ucts have a positive pull in some markets, and he has even

David.

His field salesmen travel through Holland and Central Europe,
and 300 employees run *“‘home sales™. Protex also sells directly
to large department stores and retail chains, and offers mail-order
service as well, Goods are stored on consignment in two ware-
houses to ensure the quick availability of products displayed in
the showroom. “It’s not enough to attract the buyer. In many
cases, a buyer will lose interest if he has to wait two months
for delivery,” says de Ruiter. The showroom and the ware-
houses are centrally located to minimize shipping expenses.

ﬁ
4

promoted his showroom through ads bordered with the Star of

On-thespot market research

“On-the-spot market research is the best way to determine
the saleability of a product,” maintains Shachak. “l can tell
by the response to three advertisements whether or not there's
a market for a product. Any problems in pricing, packaging,
and general appeal are.picked up by our salespeople with-
in a few wecks after a product is put on display in the show-
room. We can also spot trends and evaluate the marketability
of a product area by the response to items on display,” he ob-
serves.

Market-research magazine
Trade Channel Magazine, an international publication with
a circulation of over 500,000, also serves as a market-resecarch
tool, Wares as varied as computer and electronic devices, farm-
ing machinery, textiles, pharmaceutical know-how, and the
L ~Japanese “Yellow Pages™ are offered within its covers. Israeli
usinessmien Who want to use the magazine to test a market or
find a buyer or an agent should contact Shachak, who represents
the organization in Israel.

Full customs and shipping service

Shachak has just signed a contract with Michael Rosenfeld of
MR Customs, who will add anew link to the company. Rosenfeld
is joining the organization to provide full technical services for
shipping, forwarding, and customs clearance, including packagin
and insurance. “We have saved clients up to 20% on freight
costs, particularly on freight to and from Korea, Taiwan, Hong
“Kong, Japan, and the US,” states Rosenfeld. “As Israel steps up

our organization,” sums up Shachak.

The Protex Showroom
in Holland.

\efforts'té'?xpon goods, we continue to increase the services of /

%
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MARKETING IS THE MESSAGE

In Israel marketing is definitely on its way in. At the first In-
ternational Exhibition and Conference of Export Marketing
Services, exhibitors gave convincing proof that marketing
know-how is inseparable from the export quotient. Sharon
Kanon visited thé fair and talked to participants.

Media, communications, advertising, promotion, pack-
aging firms and international trade-fair organizers cxhibited
glossy brochures, video presentations, and other eye-catching
displays at “EXPORT 85™ — the first major Israeli international
event of its kirid. Documentation, banking, on-line computer
data-retrieval systems, and transportation services were also out
to attract Israeli firms gearing up for export.

Aside from the sophistication of the displays, one of the
most notable aspects of the event was the emergence of new
[sraeli firms specializing in marketing.

Dun & Bradstreet (Israel), the international business-infor-
mation specialists, reported more interest in the past year than
in the 10 previous years. Requests for export information were
up 50% in 1985, compared to the previous year.

“Shooting from the hip” is out :

According to Gallup Israel’s international marketing manager,
Richard Arnheim, market research is increasingly acceptable in
Israel. “The ‘shooting from the hip’ approach doesn’t work,” he
says. “Though market research is not a visible revenue spinner,
local companies are realizing that they must get information if
they want to sell.”

“Maverick luck in selling is only good for the short run
adds Jacob Levy, Gallup's director in Israel. Systematic and
objective information gathering is crucial for marketing. Mar-
keting concepts must be developed even before business concepts
(such as financial backing). The determining factors are suffi-
ciently large demand and favorable marketing conditions. The
concept development of a product includes its positioning in the
market, pricing, and packaging.

Levy cites a case in which the product’s concept was altered
in response to feedback obtained during research. A concept
demonstrated in a video that was used in the market research

had no buyers, but there was definite interest in another concept .

offered by-theproduct.

The Japanese connection /
Israeli firms hoping to get a grack-al the elusive Japanese

|__macket had-a-chance 1o Talk to Simon Nakamura, Gallup's man

in Japan. In fluent Hebrew, Nakamura spoke of cultural and

- business standards in Japan that cannot be ignored. Consistently

high quality control, reliable time schedules, and delivery when
promised — all are sine qua non in dealing with the Japanese.

Japan’s main commercial vehicle is the trading company.
In Japan, success generally depends on the right contacts. By
the time a foreign businessman sits down with his Japanese
counterpart, the Japanese host has already acquired all the
information about the vendor’s product. Any hard sell or soft
sell is done behind the scenes, so tea-drinking can be enjoyed
without pressure.

“Window to the Japanese Market™ is a2 new Gallup service
which provides insights into the compctitive Japanese market.

Israeli trading companies

Israeli companies lacking international marketing arms have
found trading companies to be excellent for extending sales.
Israel has various versions of the trading company, all of which
have marketing know-how and the right connections. Chaim
Shachak is known for his launching of Israeli products — mainly
consumer goods — in Curope, and for building sales. The ISAM
Trading Company has vigorously advanced the Israeli-American
trade connection with a wide range of industrial products. And
two new trading companies, Avtrade and Just Natural, are
already enjoying good export sales. As more and more com-
panies are discovering, marketing is the key to economic sur-
vival,

Marketing has always becn a rcmote concept in Israel.
However, judging by the response to “Export 85", the first
International Exhibition and Conference of Export Marketing
Services in Isracl, its day has finally come.

The conference, sponsored by the Israel Export Institute, was
held December 2-5, 1985, having taken over a year to prepare.
Planning, organization, and perfect timing made for its success.
Major credit goes to Adin and Asa Talbar and Yitzhak Shalev
for masterfully implementing the idea.

Adin Talbar's familiarity with international marketing organ-
izations was acquired while serving in various Israeli government
positions. Before establishing his present business, he served as
the trade commissioner to Canada, an economic counselor in

Washington, DC, and the deputy director-general of foreign -
trade in the Ministry of Industry and Trade, Jerusalem. He ®

has also represented Israel in various international foreign-trade
forums.

Asa, the younger Talbargenerated the idea for the marketing-
services exhibition and conference. A graduate of Ambherst,
Asa’s background in economics and his international-trade
expericnce with the L. Raphaely Co. and the senior Talbar gave
him' the drive to make the show happen. I. Shalev sparked the
publicity campaign and managed the logistics

The cvent was distinctly international. Exhibitors from
abroad included marketing and exhibition firms like the Cahners
Exposition Group (CEG), the French-Israel, British-Israel, and
Canadian-Isracl chambers of commercde, French import and
maritime companies, the Liverpool Freeport, the Sydport
International Trade Zone in Nova Scotia, and fair organizers
from Germany, including Frankfurt Messe.

Almost 100 exhibitors and more than 3,000 buyers and
exporters attended. In a follow-up survey, 92% of the exhibitors
expressed satisfaction, 68% said the exliibition led to business
contacts with exporters, 78% of the visitors said the exhibition
met their expectations, and 85% expressed a desire lo attend
the next one.

Notes Adin Talbar, “The exhibitors knew how to sell them-
selves.” Talbar is planning the next exhibition for December
8-10, 1987.
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COUNTERTRADE: AN ESSENTIAL FINANCING
AND MARKETING TOOL

The world’s oldest form of commerce has also become its
newest. Over the past decade, international business has revived
and updated countertrade, or international barter. Ranging from
simple goods-to-goods exchanges to complex multi-party
transactions, countertrade today constitutes at least one-third
of world business. Even in the US, which favors monetary
transactions (despite its ““Yankee trader™ traditions), counter-
trade now ‘accounts for more than 10% of all manufacturing
revenues,

Countertrade’s growth in the last decade or two gained
impetus from the foreign-exchange shortages in many develop-
ing countries. These nations are typically rich in raw materials
but short of hard currency. Israel lacks both, yet it abounds in
advanced products, know-how, and technology, which are in
great demand in developing countries. Countertrade is thus
becoming essential for I[sraeli companies seeking footholds in
the potentially vast markets of the developing world. China is
_one siich market.

China
~_Almost-one-quarter of the world’s population lives in China,
making it a particularly attractive market. Until recently,
China’s large, annual balance-of-trade surpluses facilitated major
imports of consumer goods and other products, for which the
Chinese paid hard currency. These purchases were part of a
massive economic-development campaign that has changed
.China’s financial, legal, and trade policies, and has opened the
door to enormous business opportunities for Israeli and other
companies offering the products and the technology that the
Chinese need. The campaign has also replaced the surpluses with
deficits, however; thus, an increasingly currency-strapped China
has turned to countertrade. Indeed, the country’s vast agri-
cultural commodities, raw-material reserves, and pool of cheap
labor are ideal for barter. For example, China is currently ex-
changing coal, oil, and silk for 30,000 Apple computers, and it
is trading rice, cottonseed oil, and other commodities for video-
projection devices.

"
'

Buyback and technology transfer

Buyback, a common form of countertrade, is especially
important with regard to China. In buyback, one party sells
or licenses manufacturing equipment or technology to a second
party, in return for a percentage of the resulting product. Often
third parties also contribute {inancing or marketing services in
exchange for the product.

Transfers of 'manufacturing, advanced equipment, and
technology receive China’s fastest and most favorable con-
sideration. For instance, the Chinesc are now constructing a
“large polyester-production plant using know-how, enginecring,
and equipment supplicd by a West Genman company, and they
are exploiting Dutch technology, manufacturing, and financing
to produce audio-visual laser-disk systems. '

Although there are no diplomatic relations between Israel
and China, Isracli firms have much 1o offer the Chinese, as the
latter are well-aware. Several transfers of advanced [sracli agri-
cultural and medical technology and equipment are currently
being negotiated with China, with financing and marketing to
be provided by American companies.

China’s latest five-year cconomic plan calls for increased
acquisition of advanced technology, equipment, and software.
The plan also emphasizes the need to upgrade China’s com-
munications and transportation infrastructure as well as its

production of cnergy and raw materials. With discretion and

flexibility, Isracl could parlay its expertise in these areas into
tremendous countertrade activity with China and other coun-
tries.

Fear of competition

Yet Isracl’s government and industry are reluctant to share
the country’s know-how and technology, for fear that they
may be creating a competitor. After all, a Chinese factory may
one day manufacture a product more cheaply than an Israeli
plant. This concern is somewhat shortsighted, however, and it
is costing Israel some potentially very lucrative opportunities:
meanwhile, interested parties can always turn cisewhere for
information and still become competitors.

Accordingly, Israel should continue and even expand its
development, production, and marketing of technology.
Countertrade in particular can enable Israel 10 market such
technology profitably, where it is most needed and wanted and
where trade would otherwise be impossible.

Daniel Benson, author of this article, is vice-president of
Ariel International Trading Company, Inc., a New York-based,
full-service consulting firm. Prior to his association with Ariel,
Benson practiced international and corporate law with a major
New York law finn_ He holds an A.B. in engineering and applied
mathematics from Harvard, a master’s degree in international
relations from Northwestern University, and a law degree from
Harvard Law School.

Ariel International’s president, Roger W. Davis, is an ex-
perienced and successful financial consultant. He is the director
of the Countertrade Roundtable, the leading US countertrade
business association, and a member of the Asia Society's Coni-
mittee on Trade with China,
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ONE-STOP
FINANCIAL
SERVICE CENTER

WE SPEAK
YOUR LANGUAGE

MATMON

5 Cremieux St
F.O. Box 8240
Jerusalem 91082
Tel. 669555, 638863

Computerized accounting & costing
Financial analyses & planning

Cash flows, forécasts & budgets
Investment management

Investment projects including evaluation

Our highly qualified team includes
South African-trained CPAs with wide experience in
Israel’s markets and investment scene.
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Of late, Agrexco has definitely benefited from the strengthen-
ing of Europecan currencies. Another factor that will undoubted-
ly boost Isracli agricultural exports is the Chernabyl disaster
and the resulting fear of radioactive fruit and vegetables in
‘Europe. Unlortunately the season has ended, however, so [sracl
does not have that much surplus produce to offer.

Koortrade

Koortrade is a rclative newcomer to food marketing. About a
vear and a hall ago, the company - Isracl’s langest marketing
hoard - established a special food center 10 meet the growing
need for professional marketing among Isracl’s processed-food
companies. The center has begun markcting both fresh and

processed food in the Far East, but it will stick to processed food-

in Europe and in North America.

The new center has already_chalked up successes. At the
recent Foodex exhibitiop in Japan this past March, Koortrade
represented Aviv Spring,‘earﬁﬂcco, Galfrost, Gat Cham-
pion, Golden Medal, Gold Frost, Jafla Mor, Noon-Pri Hagalil,
Shahaf, Telma, and Yarden. Prior to the event, Koortrade

pinpointed five product groups that would sell well in Japan,

and indeed they have. Yossi Zafrir, head of Koortrade’s food
center; defines the company's marketing strategy this way: “We
go from the market to the producer rather than the other way
around.” In his view, Isracli companies tend to rely on their
established marketing nctworks in ncarby Europe — where
currencies are stronger at the moment — rather than develop new
markets, especially in the Far East,where tarifl as well as cultural
barriers arc generally perceived as major obstacles.

\'EXPORT MARKETING FOR EXPORT MARKETING FC

American-grown “Sabra’’ tomatoes.

Koortrade eschews ordinary commaodities, which are extrem
ly competitive and not feally worthwhile. Instead, like Agrexc
it secks to promote specialty items for very specific markets.

The company’s marketying manager, Murray Grang, sums u
the advantages of organized marketing: “*In today’s complicaie
and often cut-throat marketplice, it is important o present a
broad a range of products as possible, to reduce the high costs ¢
marketing, and to provide sophisticated buyers with a compre
hensive basket of products. It's far more diflicult to resist a broa
range than.it is to reject one or two specific products.”™

WORLDWIDE

[ CAHNERS EXPOSITION GROUP CAN BE YOUR EXHIBITION ORGANIZING PAhTN ERJ

LARGEST — 130 shows attract more
than 5-million buyers to see 23,500
exhibiting companies that occupy over
10-million square feet of floor space.

DIVERSE — Shows cover all industrial
categories and thousands of product
classifications:

Merchandising
Electronics
Computers
Communications
Machinery
Manufacturing
Construction
Agribusiness
Food Service
Engineering
Chemicals
Petroleum
Automobiles
Leisure Products
Maritime Industry
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EXPERIENCED — Since 1929 we
have helped thousands of small and
large companies enter and develop new
markets worldwide.,

INTERNATIONAL - Operations are
in Europe, Asia, North America, and
Latin America.

If you would like to discuss a business
relationship with CEG, please write to:

Israel Representatives:

Adin Talbar &*'Associates

5 B'nei Brith S1.
Jerusalem{IL

Tel: (02) 228083

Telex: 26144 BXIMIL Exit. 7285

M Cahners
Exposition
Group
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Beautiful, Isn't it!

Arllene
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Scitex entered into a joint
venture with Toyo Ink to
form Nihon Scitex. The
new éompany will market
and service Scitex products

in Japan.

85 J 516965
84 1 512754

83 1 510624

82 | Tsesst

R&D Total Expenditures
(in thousands)

In 1985, Scitex continued developing its organization, to build a strong
basis for the future. The Company entered into joint ventures in Japan and the
United States, acquired an American text-processing firm, continued ongoing
product development, and expanded manufacturing facilities. These programs
are expected to contribute to the Company's performance in 1986 and beyond.

Scitex established a joint venture in Japan with Toyo Ink Manufacturing Co.,
Inc., the Company's chief distributor of graphic arts products in that country
over the past five years. The jointly owned company, Nihon Scitex Ltd., was .
the [irst such venture between a Japanese and an Israeli company. Nihon Scitex

has begun marketing and servicing the Companys products in this important

- market. As part of this effort, some Scitex products are being modified to meet

the specialized needs of Japanese industry.

* Another joint venture company, Contex Graphic Systems, Inc., was created
in the United States. Contex is a 50-percent partnership between Scitex and
Continental Can Co., Inc,, the leading full-service supplier of containers and
packaging for the consumer goods industry. This venture was established to
develop and market computer graphics systems for package design. These '
systems will be based on existing Scitex products and technologies and will

also include the development of a workstation for three-dimensional design

of packaging and containers.



Howard |, Friedman
President

Pavid M. Gordis

Executive Vice-Presidem

Theodore Ellenof{
Chair, Board of Governors

Alfred H. Moses

Char, Natonal Executive Councit

Robert S. Jacobs
Chir, Boaro of Trustees

Edward E. Elson
Treasurer

Shirley M. Szabad
Secretary -
David H. Peirez
Associate Treasurer

Rita E. Hauser
Chaur, Executive Comminee

Vice-Presidents

Norman E. Alexander

Wesichester
Howard A. Gilbert
Chicago

Alan C. Greenberg
New York

Robert H. Haines

New York

Charlotte G. Holstein
Syracuse

Ann P Kaufman

Housten

Robert L. Pelz
Westichester

Idelle Rabin
Dallas

Bruce M. Ramer
Los Angeies

David F. Squire
Boston

Richard L, Weiss
Los Angetes

Honorary Presidents

Morris B. Abram
Arthur J. Goldberg
Philip E. HoHfman
Richard Maass
Elmer L. Winter
Maynard |. Wishner

Honorary Vice-Prescents

Nathan Appleman
Martin Gang

Ruth R. Goddard
Andrew Goodman
Raymond F. Kravis
James Marshall
William Rosenwald

Max M. Fisher
Haonorary Chair,
National Exacutive Counc

Executive Vice-Presidents Emerin

John Slawson
Bertram H. Gold

ﬂ”t/‘/j]:?jﬁ'(i 8 3?(4,.}']/
(U/\:_;?/:ﬂ@

Institute of Human Relations

= - 165 East 56 Street
The American Jewish New York, New York 10022
Committee 212 751-4000

March 25, 1986
to Richard Mei, Jr., Assistant to the Mayor
from George E. Gruen, Director, Israel & Middle East Affairs
subject: Arab boycott and Japan

I spoke with Ms. Arlene Behar of Walter Stern's
office, He would be able to see you for half an hour
today at 1:30 PM. Please call 599-4490 to confirm, or
if that is inconvenient to set another time. His
address is Capital Research, 280 Park Avenue,

Jess Hordes, who is professionally following the
Arab boycott, is at (202) 857-6668. He is awaiting your
call, His address is 1640 Rhode Island Avenue, NW,
Washington, DC 20036.

Don't hesitate to call me if I can be of any further
assistance,

Sincerely,

7

v

RICHARD ME], JR.
ASSISTANT TO THE MAYOR

52 CHaMBERS ST., Rm. 253

NEW YORK. N.Y. 10007 12121 566-4010
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x@ . TED STATES DEPARTME 7 OF COMMERCE

o ,} Washington, D.C. 20230

A 9 \935

March 6, 1986

Dear Mr. Stern:

Thank you for your letter regard1ng Japanese
compliance with the Arab boycott.

I understand that Under Secretary Wallis of the
State Department raised your concerns with Deputy Foreign
Minister Teshima on February 27 in a private meeting.
Under Secretary Wallis explained our belief that the
Japanese should be more aware of our displeasure on this
matter. In particular, Under Secretary Wallis pointed
out that Japan's compliance with the Arab boycott added
to the protectionist sentiments directed at Japan. The
issue was also raised with our embassy in Tokyo.

We will continue to support these efforts at other
meetings with Japanese officials and businessmen.

Sincerely,

ﬂW &W/”

Bruce Smart

Mr. Walter P. Stern
280 Park Avenue
New York, New York 10017

e
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MEETING OF THE INTERNATIONAL STEERING COMMITTEE ON THE FREEDOM OF TRADE WITH ISRAEL

SUBCOMMITTEE ON JAPAN/KOREA AND THE ARAB BOYCOTT

'2/21/86
AGENDA
Expected Attendance:
Ken Bialkin ' T e il Walter Sterfi - Chairman
Abe Foxman e P Jess Hordes - Organizer
George Gruen _ ... Arlene Behar - Organizer/Recorder

Ken Jacobson
Donald Krueger
Will Maslow
Moshe Yaegar -

I  REVIEW/REFINE OBJECTIVES OF THIS GROUP
I1  STEPS TAKEN TO ACHIEVE OBJECTIVES

- Measures taken to'date

- Possible measures to be taken

a, Political Action/Congressional Contacts
. Contacts with U.S. Lobbyists

. Contacts with Japanese Business Community

b
¢
d. Contacts with Japanese Embassy/Conéﬁlates
e. Contacts with U.S. Press '

f

. Development of Japanese Compliance Cases

| 111 ROLE OF THE ISRAELI GOVERNMENT
IV ORGANIZATIONAL/OPERATIONAL PROCEDURES FOR THE SUBCOMMITTEE |

V  DISCUSSION

VI  NEXT MEETING (target date?)
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There are three things worth bearing in mind when negoti-
ating with the Japanese:

l. Japanese society embraces the concept of shame and
rejects the notion of guilt.

2. Your Japanese interlocutor will not submit to your
position without perceiving a greater or at least
equal benefit.

3. Think about and remember the first two rules.

I do not believe it will be possible to obtain, and I am
persucied it would be counterproductive to attempt to obtain,
a Japanese government commitment to resist openly the Arab
boycott of Israel: they would have far too much to lose and
no clear advantage to be gained.

-- Japanese trading companies ("Sogo shosha"), supported
financially and otherwise by government agencies, have done
a superb job of achieving substantial market positions throughout
the Arab world for a wide variety of Japanese goods and ser-
vices. They have dramatically displaced both U.S. and European
producers because their terms of trade have been better, the
products are first-rate and they have marketed aggressively.
(An American observer noted with a mixture of dismay and envy
that sales representatives of U.S. companies in Arab countries
spent much of their time arguing with the hotel clerk about
the quality of their room and the service, never venturing out
of the capital cities, and possessed with limited authority
from corporate headquarters; their Japanese counterparts worked
tirelessly and came prepared to "cut a deal" because they were
authorized to do whatever it takes.)

-- Even though Japan has reduced its dependency on
Middle East o0il, it still views as essential to its economic
vitality a steady flow of petroleum from the Persian Gulf
(the impact on demand and price of a supply disruption should
the Straits be closed is assessed by Japanese planners as
enormously damaging).

An incident revealing of Japan's essential nature ("busi-
nesslike approach,"” if you prefer!) is seen in its periodjc ,
efforts to mediate an end to the Iran-Iraq war. Trips to the



region by foreign ministers and quasi-public officials repre-
senting the government and industry have been undertaken
entirely as Japanese initiatives...this from a country which
is often (and justifiably) criticized for failing to assume
the responsibilities expected of the free world's second-
largest economy.

The intensity of Japan's concern regarding the strategic
posture in the Middle East, the Gulf especially, provides you
with an excellent opportunity to tell both government and -
industry leaders things about which they are desparately con-

-cerned and appreciate your unigque competance for know1ng.
Don't trade it lightly! :

Israel will not itself be adequate to the task of "shaming"
the Japanese government into resisting the Arab boycott even
covertly. If it can be done at all, it will require some
indication of official American support that Japan do some-
thing, as for example, "we would be disappointed if you didn't..."

Defining what might be done is critically 1mportant, do
not be overly ambitious.

Apart from the geopolitics of the Middle East region,

there are other things Israel is uniquely suited to offer
which the Japanese would find very attractive:

-- Access to the European community (or U.S.) markets
for goods on which high tariffs or guotas are imposed when
exported from countries not enjoying free trade status. For
example, the EC imposes a 17 percent tariff on imports of
semiconductors (the duty between the United States and Japan
is 0%). An assembly plant in Israel designed to perform the
minimum amount of value added necessary to have the product
categorized as of Israeli origin might be attractive. There
are other Japanese products restricted in the EC where the
same opportunity might be applicable (video cassette recorders
--VCRs--come quickly to mind, although this product may be too
sensitive a trade issue between the EC and Japan).

-~ Japan is driving rapidly towards technological pre-
eminenence in the entire field of information and biotechnology.
They are acutely aware of their serious limitations in computer
software development (the key to artificial intelligence
machines) and of how the purchase of technology from others
can accelerate their own objectives. Israel is performing
pioneering work in several areas of semiconductor research -



(Josephson junction gallium arsenide and three-dimensional
VLSI technology are three areas which the Japanese are ex-
temely interested in). Offer the Japanese incentives for
the establishment of small, joint ventures in research and
development in particular areas. This could be done between
universities, or between companies to avoid the appearance
of government involvement. ' ‘

-- Propose a technical seminar in Israel which the
Japanese government would gquietly work to sponsor, recruit
people from government laboratories and encourace attendance
by appropriate people from industry. Pick a date (June 19862?),
ask for someone to be designated on the Japanese side to
work with a named Israeli and offer the availability of key
people who are working on the areas they are most keenly
interested in.

-- Japanese companies are inching their way into the
production of military hardware; or at least, military support
systems (a euphemism perhaps necessary to placate the sensi-
tivities of those who argue that the Japanese constitution
precludes such activity). Key industry people, who could be
easily identified, would be intrigued by the possibility of a
briefing and tour of selected Israeli defense electronic
facilities.

I'm attaching a book, "The Japanese and the Jews,"
ostensibly written by a Jew who was born and grew up in Japan.
He's never submitted to an interview despite the enormous
popularity of the book when it was first published in Japan
in 1970. Some have said he doesn't exist! The book is a little
obscure in parts, but it's a long flight to Tokyo.
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Essentially, Japan's Middle East policy was established after the 1973 oil

crisis, and hasn't changed since. At that time, captains of industry preaae& to
make basic changes in Japan's Mideast poiicy, eﬁen if it vent against U.S.
policy.

Japan didn't accept most of the Arab demands: breaking diplomatic and

| economic ties with Israel; selling arms to Arabs; and pressing the U.S. to change
its policy on the Palestinians, but did follow a policy harsher than that set up
by the EEC through the Brussels and Venice declarations.

Japan allowed the PLO to open an information office in Tokyo in 2/77, but
without diplomatic status, and has never agreed to accord diplomatic status.
Arafat was invited to Japan by the "parliamentary" Japanese-Palestinian
Friendship League, and met with the Prime Minister and Foreign Minister in 1981.
The PLO rep. was invited to the Emperor's birthday party 4/30/83 - a gesture to
the PLO. On 11/29/85, - Palestine Day - the Foreign Minister paid a visit® to the

PLO, apparently to balance the visit (by Araft) to the Prime Minister and Foreign

v

Minister.
Japan tried to get the U.S. rep. to the U.,N. (during Carter ﬁdministra.tion)
to have contact with the U.N. PLO rep., saying that it wvanted the U.é. to have a
dialogue with the PLO. N
Japan's viewpoint on the Mideast today is that it is possible to have policy
- opposed to that of the U.S. without arousing sharp criticism from tﬁe U.S.
government, .Congress or U.S. public opinion.
Japan adopted in 1973 and has contir:ued to ad;opt until today a policy of
step-by-step recognition of the PLO by creating a gap between its ‘political

[

stance and that of the U.S. toward the Mideast conflict without criticism from

the U.S.
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Its_“ideological" Justification is based on the idea that foreign policy
should serve Japan's economic interests. This was expressed during the oil crisis
by the Minister for Commerce and Industry who today is Prime Minister; he argued
that energy and the marketplace were as important as defense. Hg also argued at
the time that eventually Japan's exports to the U.S. and Europe would wane, and
the only market that would potentially increase will be the oil-producing Arabs,
specifically Saudi Arabia. The stance has been since 1913 that the oil-producing
Arab marketplﬁce will increase coﬁstantly, and will become an important

destination fbr many of Japan's exports.

Since the 60s Japan has preferred to buy oil from Saudi Arabia, through
passing a law that refiners had to buy oil with lowest sulphur content. The
official who established this policy later became an officer in the Japanese
Arabian 0il Co.

"Justification" then and today for the pro-Saudi policy is that Japan need
- not be depéndent on oil from multi-national corps. The result of this policylwgs
that Japan increased its dependency on Saudi oil during the 60s and 70s, and this
policy gontinues tbdhy.

Those sent by Japﬁn in 1973 to the Middle East to negotiate conditions for
the nations to become "friend of the Arabs" late became involved with Arab oil
companies. They met with Saudis on all levels, and their representations
resulted in the change in Japan's Mideast foreign policy. This was expressed by
a government spokesman in 11/73: Japan was opposed to territorial conquest by
force; and Japan supported the rights of self-determination for the Palestinians
.according to U.N. resolutions - Epecirically Resolution 2628, since Resolution

242 didn't deal wi;h self-determination for the Palestinians.
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Following the policy change, parliamentary Friendship Leagues were
established with various Arab states and with "Palestine."” The chairmen were
former parliament members. Thq} established institutes for the study of the
Mideast conflict, whose budgets were paid for by the Japanese govermment, and
staffed by parliament and oil company officials. In other words, Japan
established an internal pro-Arab lobby made up of former officials; this lobby
works today to Jjustify Japan's pro-Arab policy and puts out position papers to
convince the Japanese public of correctness of policy. One reason for the
existence of this pro-Arab lobby is the lack of serious discussions (with Japan)
for consideration of changes in its policy that would reflect changes on the
international scene since 1973.

Reasons for the need td change are not lacking, e.g. Japan's energy needs
fell from T% GNP in 1973 to less than 5% GNP today. Parallel to this there has
been a drop in the prices of raw.materials; in 1973 these were 3% GNP and today
1% GNP. Since 1983, also, the Arab market for Japanese viewpoint as to the

importance of the Arabs as a source of energy and a potential market for Jqpaneaé
goods has not changed. There has been no serious attempt by Japan to copy other
nations - those that have economic and trade relations with both the Arabs and
Israel. This stems a lot from the lack of external pressure on Japan for change.
It should be pointed cut that in 1984-85 there was a change - dialogue was
opened with Israel. An Israeli statesman visited Japan, resulting in
egstablighment of a parliamentary Japan-Israel Friendship League, membhers of wvhich
visited Israel in 7/85. Also the Japanege Foreign Minister invited the Israeli
'Prime Minister and Foreign Minister for an official visit 9/85. Despite tyia
opening of dialogue, there has been no qnalitativg change in Japﬁn's economic

relations with Israel.
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It's obviocus that without U.S. influence there will be no change in Japan's "
economic relations with Israel. It should be pointed cut that the U.S. trade
deficit with Japan will remain at at least $50 billion per year. Thus Japan
.needs to worry sbout maintaining friendly relations with the U.S., especially in
economy and security. In 1985, Japanese diplomats did consider some U.S, °
concerns vis-a-vis foreign and econamic policy. It doesn't mean that the U.S.
got what it wanted. One can even say that the Jaﬁanése turned down some U.S.
requests. But it was clear that only the U.S. can have influence on the policy
makers, Japaﬁeae politiciens did everything they could last year to prevent the
differences with the U.S. Congress from endangering Japanese exporters, the same
exporters who were boycotting Israel.

We should be able to convince Israel's friends in the U.S. to bring up the
Arab boycott and Japanese policy of discrimination against Israel in economic
matters as paft of general discussions. American trade policy should be a
;guiding light to bring about n.change in Japan's depressing policy towards
_ Israel. |

If the point raised by KY City Mayor Ed Koch during a visit to Japan in
11/85 - that Japan talks to the U.8. vith irty hands - youll Burface during
discussions with Japan by the U.S. government or Congress, there's a chance that
the Japanese fear of public opinion pressure on them would bring about a dhangé
in the official stand on policy toward Israel, and it could force Japan to press
its companies to improve relations with Israel. | |

II. The Japanese Press

The Israeli Embassy doesn't have journalists through whom to bring the
Israeli point of view to the Japanese readers. The Japanese press is fed chiefly
by the recognized news agencies and the Foreign Office which is pro-Arab, and

Israel has no influence or means of approach to the press on crucial subjects of
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‘Mid;ést policy. The Japanese Foreign Office has even been successful in
censoring statements in Japan by U.S. visitors, like NY City May Ed Koch, who
attacked Japan's policy on the Arab boycott before hundreds of Japanese
Journalists, and on several opportunities. The Japanese press has created a kind
of conspiracy of silence, and all of Koch's statements which were publiahedl
widely abroad were not published at all in Japanese neﬁspapera.

III. The Arab Boycott - Possible Action In the U.S.

It is agreed that Japan is influenced by the U.S. viewpoint on all levels of;
its foreign and trade policy. There are many examples of this,

Since israel can't change Japan's policy on the boycott, and since without a
change in support for the boyco&t by Japanese corporations there would be no
change of increasing Japanese-Israeli economic ties, and since the U.S. in
general and American Jews in particular have aversion to all forms of
discrimination, and since it is clear that there is a conflict between the Arab
1bcycott and the ideals of free trade, Israel should consider asking its friends
in the U.S. to try to change Japan's attitude to the boycott. '

The approach should be positive. Japan and Israel should be interested in
the ideals of free trade, and Japan should do away with the discrimination
inherent in the boycott. Japan and Israel should join interest in cooperating to
fight the boycott.

One should remember that the U.S. law has dealt with the specific problem of
the boycott,'and thus support for the boycott by Japanese firms gives them and
edge vis-a-vis U.S. firms who are hobblel by the law. Some way should be found
to end Japhnese corporate suppor£ for the boycott, since Japanese firms do have

an edge over U.S. firms.
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" In 2/86 relevant statistics as to Japanese-U,S. trade will be made pubdblic,

as well as the trade deficit of $50 billion. Many U.S. legislators will put the
blame on unfair labor practices among the Japanese. These legislators (Senators
.Et' al.) are natural allies for Israel to point out that the ideals of free trade
are being ignored by Japanese firms supporting the boycott. A positive approach
is needed. We are not fighting Japan, only against the policy of discrimination
against Israel, a policy opposed to ﬁhe ideals of free trade.

Another important date is 5/86. A sumnit meeting of developed nations will
take place in Tokyo. All Japanese political forces have called a "cease fire" in
internal fights so as not to endanger the conference. The most important
Japanese politicians vi}l attend; this summit is the pinnacle of their political
achievements, and they will do anythihg to. avoid endangering the summit, and will
consider carefully all U.S. demands, Thué, if the U.S. brings up the subject of
the boycott during the next few months (leading up to the summit) it is the ideal
- way to bring Japan about on the boycott.

There are 3 targets inlthe U.S.: b

1. Jewish organizations -

2.I The Congress and Senate

3. The U.S. Government

1. Jewish organizations should try to influence those legislators
interested in trade to talk to Japan concerning the boycott,-and show

~ the Japanese that the boycott conflicts with the ideals of free trade,

Also the Jewish organizations should use the press to show the conflict
between the boycott and ideals of free trade.

2. Congress and Senate: Be careful, so that it should not appear that
action is being taken against Japan. The need is to do away with

politicel and economic discrimination by Japan against Israel., The
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fight i1s not against Japan or its corporations, but against
discrimination.

3. The U.S. Government: In its daily dealings with Japan, it should raise
the question of the boycott, and the fact that Japan has full trade
relations with other countries.

Finally, Jewish leaders in contact with the White House and the State and

Commerce Departments should persuade officials to bring up the boycott with their

opposites in Japan. Not that the boycott should be on the agenda of the upcoming

summit, but that Japanese officials should get hints from their U.S. counterparts
that it is worthwhile for Japan to end its support for the boycott, it
conflicting with the ideals of free trade. The Japanese Premier himself has said
that Japan's protectionist policy could be a danger to Japan itself.

III. Japan and Libya

" Japan is apparently not prepared to accept U.S. pressure to stop its
.dealings with Libya. Japan is prepared however to ask its corporations not to

take on those contracts abandoned by American firms.
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CONCURRENT RESOLUTION

Expressing the sense of the Congress that Japanese participation and
cogperation in the Ara.b Leaque Boycott of Israel and in recognition
of the blacklist maintained by League and its member states is
inconsistent with fundamental principles of free trade and .
internationally recognized principles of human rights and should be
discontinued.

Whereas the Export Administration Act has repeatedly declared the
policy of the United States to oppose restrictive trade practices
or boycotts fostered or imposed by foreign countries friendly to
the United States or against any United States person; ard

Whereas such boycotts and such blacklists have been used to
discriminate against American citizens because of their religion or
national oriain or because of their support for the state of
Israel; and -

Whereas Japanese campanies have repeatedly refused to do business in
Israel or with Israeli companies or with BAmeriocan écmpanies named
in the Arab Leaque blacklist;

Now, therefore be it

Resolved by the Senate (the House of Representatives mncurrincﬂ,
That it is the sense of Congress that—

(1) it deplores the participation amd cooperation of
Japanese companies and citizens in the Arab League Boycott of
Israel and in the recognition of the blacklists imposed by the

. Leaque and its member states.

(2) i 25 Dl government of Japan to urge its
companies and citizens to cease such participation amd
cooperation in the I:x:-féott_t.:\f Iéraél and to follow commercial
principles in developing trade and commerce with Israel and
Israeli companies and citizens.

Sec. 2. The Secretary of State shall transmit a copy of this
resolution to the President with the request that he transmit such copy

to the Prime Minister of the Kingdam of Japan.
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THE ARAB BOYCOTT:
A Violation of the Principle of Free International Trade

and the Principle of Non-Discrimination;
A Direct Threat to the Free Trade System

) There are two important principles which are enshrined
in the laws and regulations of democratic and sovereign states,
namely:

- The principle of free international trade
- The principle of non-discrimination in whatever form

The Arab Boycott violates the above-mentioned norms. 1Its
implementation is a direct threat to the free trade system.

The Arab Boycott

The Arab Boycott is, in fact, unique among boycotts.
It operates in two levels:

a. The direct or primary boycott, aimed at Israel and
its citizens, and is a direct result of Arab hostility against
Israel with the unique exception of Egypt.

b. The indirect, or the secondary and tertiarv boycott,
is directed against companies, personalities, institutions of
other parties in third countries because of doing business with
Israel.

The Arab Boycott forces companies, and even governmental
and public bodies which are outside the Arab-Israel dispute,

to boycott the State of Israel and its citizens

despite the fact that their country has normal
relations with Israel.

JAPAN AND THE ARAB BOYCOTT

Japan's attitude towards the Arab economic boycott of
Israel substantially differs from that of other Western
industrialized states. Unlike other countries, Japanese business
openly gives in to pressures by the boycott authorities to
refrain from maintaining economic contacts with Israel. Further-
more, Japanese companies freguently preempt such pressure by
voluntarily boycotting Israel.

In Japan the beoycott ‘is exncercised mainly by the large
Japanese conglomerates. Most of them refuse to deal with Israel



altogether, directly or indirectly. 1In Israel's efforts to
develop trade and establish closer economic cooperation with Japan,
the Arab Boycott emerges as a significant obstacle which limits

the scope of business in both directions to a level much below

its potential.

The Government of Japan and its agencies relate to the
problem arising from the Arab Boycott by reiterating its position
that the companies in question are private and therefore act on
their own accord. It should be noted that the Government of Japan
not only persists in its refraining from condemning the boycott,
but is supplying its companies with information about Arab Boycott
and is unwilling to do anything to prevent the application of
the Arab Boycott in Japan, or discourage Japanese business from
cooperating with it.

It is our view that in order to overcome the problem
which arises from the Japanese companies adherence to the Arab
Boycott, the Government of Japan should take the lead and make
known to the Japanese business community its view that the
Arab Boycott contradicts its declared policy of international
free trade and therefore, should not be complied with. Japan's
interest should be in maintaining free trade system in its
entirety. Japan cannot bend free trade principles to seek
advantages by supporting boycott wractices against Israel.

Israeli-Japanese Economic Relations

The frequent submission of Japanese companies to the Arab
Boycott, apparently with the government's tacit submission,
resulted in the volume of Israeli-Japanese trade remaining well
below its potential.

In 1985 Israel's exports to Japan amounted to only 200
million dollars. 70 percent of Israel's exports to Japan
consisted of cut diamonds which have an 80 percent import compo-
nent, so that the balance in terms of value added is heavily in
Japan's favour. Only 1.7 percent of all Israeli exports of goods
was directed to Japan and 1.2 percent of its imports came directly
from it. Israel's share in Japan's exports and imports is around
0.1 percent only.

At the same time other forms of economic cooperation,
such as direct investment, joint industrial projects, R & D and
exchange of know-how have been extremely limited or virtually
non-existent.

As far as imports from Israel are concerned, there is a
reluctance amongst Japanese importers to purchase Israeli-made
consumer goods which receive public exposure. Even in the field
of imports of Israeli raw materials into Japan, Israel exporters
freguently come across difficulties. For example, the Japanese
agricultural cooperative association, Zennoh, which for 26 years
imported potash from the Dead Sea Works, stopped all purchases
in Israel out of pure boycott considerations.

i 5 s



Strangely enouch the boycott is also evident in Japan's
exports to Israel. Several major Japanese exporters, especially
-of consumer durables, such as the car manufacturers, Toyota and
Nissan, refuse to sell to Israel altogether. Others,-E%EH_és
Sony, Sanyo, Sharp and National trade with Israel only indirectly,
and do not have direct agencies in it. It is not uncommon for
Japanese firms approached by potential Israeli customers to inform
them openly that due to the Arab Boycott they are unable to supply
the desired items. For example, the Japanese Toshiba company
refused to sell mail sorting equipment to the Israeli Ministry of
Communications. Amongst the items which Japanese companies have
refused to sell to Israel, one may find photographic eguipment,
pocket computers and even barber chairs - hardly items which one
Would consider of strategic value to the Israeli economy and
thus objectionable from the boycott authorities' point of view.

Recently the Chairman of Mazda Corporation declared at
a press conference that Mazda will enhance joint production with
Ford because Ford was deleted from the Arab Boycott list. 1In
other words, one of the main car exporters to the United States,
who is using free trade system applied by the United States to
its advantage, is openly supporting Arab Boycott in violation of
the free trade principles.

In some cases Japanese press refrained from publishing
U.S. politicians' criticism against Japan's official support of
boycott practices. As a result, New York Mavor Koch's critical
remarks that Japan's attitude towards free trade is insincere,
before 200 Japanese journalists, was not mentioned, not even
in a single sentence in Japanese lancuage, in the Japanese
newspapers. ;

It is not only trade in goods which is affected by the
boycott, but transportation and finance services as well. Japan
Air Lines (JAL) refrains from landing in Israel, and even though
ships bearing the Israeli flag do call on Japanese ports, no
Japanese ships throw anchor in Israel. Japanese banks refuse
to grant commercial credit lines for over 180 days or long term
financing for exports of investment goods to Israel.

GATT AND THE ARAB BOYCOTT

The basic aim of GATT is to liberalize world trade, and
place it on a secure basis. The General Acreement is the only
multilateral instrument that lays down agreed rules for inter-
national trade. These rules govern the trade of all the )
organization's members and the conduct of their trade relatlons



with each other. Within this context various articles are
relevant to the issue of the boycott.

Basic Principles

The first principle of the GATT embodied in the famous
"Most Favored Nation" clause, is that trade must be conducted on
the basis of non-discrimination.

All contracting parties are bound to grant each other
treatment as favorable as that which they give to any other
country with regard to the application and administration of
import and export duties and charges.

This keystone principle prohibits the application of an . .. ._
embargo, or primary boycott, which is the prohibition of trade
with the country in question.

It should be pointed out that already in 1946 the United
States, in its suggested charter for an international trade
organization of the UN, had included the following article
specifically dealing with secondary boycotts:

"No member shall encourage, support or participate in
boycotts or other campaigns which are designed to
discourage, directly or indirectly, the consumption
within its territory of products of other member
countries on grounds of origin, or the sale of products
for consumption within other member countries on
grounds of destination. Moreover, each member shall
discourage, by such means as may be available to it,
such campaigns by political entities within its
jurisdiction."

Consequently, since 1946 the U.S. delegation to GATT repeatedly
expressed U.S. Government opposition to secondary boycott practices.

Ministerial Declaration of 1982

We should add that folloiwng the Falkland crisis the
Argentine Government requested the contracting parties to make
a formal interpretation of Article XXI. This was done in a
general manner in November 1982. 1In its declaration of the
GATT ministerial session of November 1982, the contracting parties
-undertook, individually and jointly, (7.3), to abstain from taking
restrictive trade measures for reasons of a non-economic character,
not consistent with the General Aareement. This undertaking
constitutes the most recent decision of the GATT concerning
embargo and boycott. The implications for Israel are obvious.

It is clear that politics should not interfere with trade,
but the means to avoid such interference are in reality almost



non-existent. The ability to counter an embargo depends on a
given country's capability to take effective reprisal measures.

Israel, GATT and the Boycott

In 1970, Israel challenged the Egyptian practices of
blacklisting as being contradictory to Article XI. The reguest
for negative certificates of origin was contrary to this article,
and was likely to act as a barrier to trade. Conseguently, follow-
ing the Camp David Agreement, Egypt decided to apply the GATT
rules to Israel.

Although boycotts are directed at states, secondary boycotts
being directed against firms and persons, it should be borne in
mind that the bulk of world commerce is carried out by individual
firms and traders.

Israel, therefore, maintained that it was the responsibility
of governments to create conditions in which the trading community
could function freely and efficiently.

The major international instrument for this purpose is
the GATT. Maintenance of the secondary boycott was therefore,
incompatible with the obligations of a contracting party.

KOREA-ISRAEL

Since 1980 Israel has been trying to receive the Government
of the Republic of Korea's consent to reopen its Embassy in Seoul.
Its various demarches, up to now, were declined. The reason,
given by officials of the Republic of Korea, was that "reopening
Israel's Embassy in Seoul might endanger Korean economic interests
in the Arab countries."

It is regretful to note that the economic exchanges
between Israel and Korea are, at present, at a very low ebb.
This is due to the lack of on-the-spot representation and to the
Government of the Republic of Korea reservation - in spite of
its declared policy in support of international free trade - to
promote bilateral trade with Israel. Korean companies refrain
from doing business with Israel following the pattern of Japanese
companies as described above.

The Government of Israel sincerely believes that the
reopening of its Embassy. in Seoul ané the promotion of bilateral
economic activity are in the best interest of both countries
and therefore, will appreciate any aid which will be directed
towards attaining the above-mentioned goals.



MEETING OF THE INTERNATIONAL STEERING COMMITTEE

JAPAN/KOREA AND THE ARAB BOYCOTT

October 2, 1985 - 2:30 p.m.

AGENDA

Expected Attendance:

Ken Bialkin
Yossi Ben-Aharon
Yuval Elizur
Abraham Foxman
Dan Halperin
David Harris
Yehuda Hellman
Jess Hordes

Will Maslow

Walter Stern

1. INTRODUCTORY REMARKS

2. BRIEFING ON SHAMIR VISIT TO JAPAN
3. WASHINGTON PERSPECTIVE
4. OVER-VIEW -- ISRAELI PERSPECTIVE

5. FUTURE PROCEDURES - VARIOUS OPTIONS

Chairman, Walter Stern -
Organizer, Jess Hordes
Recorder, Arlene Behar

Jess Hordes
Walter Stern

Yossi Ben-Aharon
Dan Halperin
Yuval Elizur

Walter Stern
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Members, International Steering Subcommittee on Japan
and the Arab Boycott
Walter Stern, Chairman

September 23, 1985

The first meeting of the International Steering Subcom-
mittee on Japan and the Arab Boycott will convene Wednesday,
October 2, 1985, 2:30 P.M. at 280 Park Avenue, 38th floor,
West Building, New York City, in the offices of Capital
Research Company.

This meeting will provide an opportunity to discuss
strategy on overcoming Japan's compliance with the
boycott. Yitchak Shamir's trip to Japan included dis-
cussions on expanding commercial and =conomic ties.
Yossi Ben Aharon, Dan Halperin and Yuval Elizur will
brief us. I am enclosing a background paper on Japan
and the Arab Boycott recently prepared by Israel's
Finance Mlnlstry.

If you have not already done so, please RSVP to my office
212-599-4490, or to Jess Hordes in Washington, D. C.
202-857-6668. _ '
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JAPAN AND THE ARAB BOYCOTT

{n Israel's efforts to develop trade and establish closer economio~cooperation-
with Japan, the Arab boycott emerges as a significant obstacle Hhich limits
the scope of business in both directions to a level much below its potential.

i TN
Japan's attitude towards the Arab econgmic boycott of Israel substantially
differs from that of other western industrialized states. Unlike other
countries, Japanese business ape&iy gives iIn to pressures 'by the boycott
authorities to refrain from maintaining economic contacts with Israel.
Furthermore, Japanese companies frequently preempt such pressure by
voluntarily boycotting Israel. The Japanese Government not only persists in
its refraining from condemning the boycott, but is unwilling to do anything to
prevent the application of the Arab boycott in Japan, or discourage Japanese
business from coopeiﬁting with it. One cannot aveid the impression that some
Japanese companies decide to boycott Israel after consulting offical Japanese

authorities.

The common Japanese argument is that this peculiarly Japanese attitude is
dictated by Japan's heavy dependence on Arab oil. However, this argument on
its own cannot fully explain the difference betueen the Japanese attitude and
that of other states which are equally dependen&e on Arab oll. Furthermore,
since Japan's dependence on Arab oil has declined in recent years as a result
“of diversification of supply sources and growing purchases of oil from
ndn-Arab suppliers (such as the People's Republic of China, Indonesia and
Haiaysia); this explanation becomes increasingly unsatisfactory. '

The main reasons for the Japanese going out of their way to please the boycott

authorities are as follows:
= The heavy dependence of Japan on oil from Arab sources,

- The importance of the Arab oil producing countries as major markets for
Japanese good;. In addition Japanese firms are involved in the execution of
large projects in industry and construction in several Arab oil producing
countries, and by 1983 Japanese investments in these countries amounted to 3
biilion dollars.



- Japan's hard-nosed business approach and protectionist inclinations. This
results in all other considerations being subordinated to commercial
interests, frequently disregarding the principles of free trade.

- - The partial ignorance of Japanese business regarding the actual operation of
the Arab boycott. This includes ignorance of the fact that in accordance
boycott rules and 1mp1emep§ation sancté%s are not applied against companies
which do regular non-military export-import business with Israel.

L]

- The non-existance of a Jewish lobby in Japan which could promote an

7L, -Z,xpjm%
' G s
- The affinity of the Japanese with the Arab states are being "Oriental®,

anti-boycott policy.

Arab Pressure on Japan

- The Arab boycotting states and the central boycott authorities are clearly
aware of Japan's extreme susceptibility to economic pressure, which in a way

dinvites the intensification of such pressure.

| Already in 1972 the Arab states tried to convince the Japanese government to
break off its diplomatic relations with Israel, which were established in
1952, and to close its Tel Aviv Embassy which was opened in 1963. Japan
refused to give in and go to the extreme of breaking off relations with
Israel, to some extent due to fear of negative repercussions in the American
market. However, in 1973 the policy of the Japanese Government shifted from
one of neutrality in the Arab-Israeli conflict to one reflecting a clear
pro-Arab bias. The reward for this policy change was that Japan was granted
the status of "friendly state" by the Arab countries, and the threat of an oil

. embargo was lifted.

The shift in policy resulted in a demonstrative coolness towards Israel.
.. Until very recently official visitors from Israel have not been welcome in
| Tokyo, while political, economic and cultural relations were kept low key.
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Israeli-Japanese Economic Relations

" The frequent submission of Japangse companies to the Arab boycott, apparently

with the government's tacit approval, resulted in the volume of
Israeli-Japanese trade remaining well below its potential, even though in
recent years it has grown at a somewhat higher rate than Israel's total trade.

.In 1984 1Israel's direct trade with Japan was balanced, with both exports and

imports amounting to only 190 million dollars. However T0% of Israel's
exports to Japan consisted of'gut diamonds which have an 80% import component,
so that the balance in terms of value added is in Japan's favor. Only 1.7% of
all Isreeli exports of goods was directed to Japan and 1.2% of its imports

’; came directly from it. Israel's share in Japan's exports and imports is
/| around 0.1% only. (See tables A and D).

-

 ' . ‘1;“-altogether. Others,-such as Sanyo. Sharp and National trade uith Israel only
S i

.of pure boycott considerations. : i’

Man&im > g .’

//5’\

At the same time other forms of economic cooperation, such as ‘direct
investments, joint industrial projects, R & D and exchange know-how have been
extremely limited or virtually non-existant.

The boycott is excercised mainly by the 'large Japanese conglomerates. Most of
them either refusing to deal with Israel altogether, or willing to do so only
indirectly, through trading companies set uﬁ for this purpose, dummy companies
or through third countries, Smaller companies, which do little business with
the Arab states, are frequently more amenable to doing business with Israel.

As far as imports from Israel aré-concerned there is a reluctance amongst
Japanese importers to purchase Israeli made consumer goods which receive great

~ public exposure. On the other hand, there is greater willingness to buy

Israeli made inputs, such as cut diamonds, chemicals, as well as electronic

] equipmen; which are less exposed to the general public's eye. But even here

Israeli exporters {frequently come across difficulties, For example, the
Japanese agricultural cooperatives association Zennoh which for 26 years
imported Potash from the Dead Sea Works, stopped all purchases in Israel out

Strangely enough the boycott 1s even more evident in :Japan's exports to
Isnael. Several major Japanese exporters, especially of consumer durables,
such &s. the car manufacturers Toyota and Nissan, refuse to sell to Israel '

ndirectly, and do not have direct agencies in it. It is not uﬁcommon for
Japanese firms'approachgd by potential Israeli customers to inform them openly
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that due to the Arab boycott they are unable to supply the desired items. For
example, the Japanese Mochida company refused to supply medical supplies to an
Israeli hospital, and the Japanese Toshiba company refused to sell mail
sorting equipment to the Israeli Ministry of Communications. Amongst the
items which Japanese companies have refused to sell to Israel one may find
photographic equipment, pocket computers and even barber chairs - hardly items
which one would consider of strategic value to the Israeli economy and thus
objectionable from the boyco%} authorities' point of view.

It is not only trade in goods which is affected by the boycott, but
transportation and finance services as well, Japan Air-Lines (JAL) refrains
from landing in Israel, and even though ships bearing the Israeli flag do call
on Japanese ports, no Japanese ships throw anchor in Israel, Japanese banks
refuse to grant commercial credit lines for over 180 days or 1long term
financing for exports of investment goods to Israel.

Some Indications of a Change in Attitude

Recently some indications which might be interpreted as manifesting the
beginning of a more positive attitude of the Japanese Government and business
towards doing business with 1Israel., After many years of practically no
Japanese investment in Israel a joint investment venture - the first of its
kind - was undertaken by a Japanese and an Israeli firm. An agreement on
R & D in the field of biotechnology was signed between an Israeli and a

- Japanese company. A delegation of the Israeli Chambers of Commerce was well

received in Japan, while last year two Japanese business missions visited

| Israel, to participate in Isratech (an exhibition of Israeli made machines,

| electronics and metal products) and in the Economic Conference which took

place in Israel last year.

Ex-Minister of Finance Yoram Aridor and Minister of Communications Amnon
Rubinstein, as well as high ranking government officials wvisited Japan
.officially and meﬁ with their Japanesé counterparts. A visit to Japan by the
Israeli Deputy Prime Minister and Hi?ister of Foreign Affairs, Yitzhak Shamir,
13‘ Scheduled for September 1985. The gran;ing of the Japanese Science and
Technology Foundation prize Eo Professor Ephraim Katzir, ex-President of
t_Israel;‘\.;.f‘qr his scientific work in the field of ﬁiotechnology. thgygﬁ.
' elonginé-hio the realm of science, undoubtedly has some . political

connotations,




In the last two years, Israel's economic mission in Tokyo has been able to
increase 1t5 information activities, These include the holding, in
cooperation with local chambers of éommerce. of seminars on the Israeli
economy in Tokyo, Osaka and Naguya, in which some 200 top executives of
Japanese industry participated; the promotion of Israeli products in several
Japanese department stores; assistance to the Japanese Industrialists?
Association (Kadenren) and the Osaka Chamber of Commerce in the publication of
information about Israel in their Journals; and the publication, ip Japanese, -
of a pamphlet on the operation of the Arab boycott. It is to be assumed that
none of this could have been done without the tacit approval of the
authorities, '

The change 1in the Japanese attitude may be attributed to the following
developments:

= The décline in the economie power of the oil producing countries as a result
of the far reaching change in the oil market, which has turned into a
buyer's market, Official prices of petroleum decreased by 18% from their
peak price in 1982 uhile'the "spot" price fell by 34%. This has resulted in
the decline of the income and purbhasing power of the oil producing states.
In recent years there has been a sharp decline in both the exports and
imports of the Arab oil producing countries. Since the decrease in imports
has not kept up with the decrease in exports their foreign exchange reserves
declined from 53,7 billion dollars in 1981 to 37.8 billion in 1984, a trend
which has continued in 1985. AsS a result, the importance of the Arab markét

to the Japanese, though still substantial, has declined in recent years.
Japanese exports to the Arab oil producing countries have fallen from their
1982 peak of 14.4 billion dollars to 9.5 billion in 193H (a 34% decline),
while the share of these exports in total Japanese exports decreased in
these years from 10.4% to 5.6%. (See table D).

- The decline in the share of oil igiported by Japan from Arab and other Middle

Eastern sources from around 90% im the early 1970s to 70% in 1984, of which

"10% are from Iran (See table E). A further substantial decline is expected
%n the coming decade, _ _ '

S : : ‘ SN e

= The Egélinelin Japan's balance of trade deficit with the Arab oil prgda;ing

countries from its peak of 28.8 billion dollars. in 1980 to 14.7 billion in

1984 (2 51% decline - See table D{.



- Japanese companies have started to show interest in Israeli achievements in
the fields of R & D and high-tech industries.

- The new Free Trade Area Agreement between Israel and the United States,
together with 1Israel's free trade agreement with the European Community,
have drawn the attention of Japanese companies which have started to show
interest in exploring the opportunities for reaching the U.S. and European

.~

markets through Israel,

- There are indications that some Japanese enterprises have started to grasp
that there is no necessary contradiction between trading with Israel and the
Arab states at the same time, and that the ¢threats of the boycott

authorities are frequently barren.

The. Future

Even though there are first indications for a change in the Japanese attitude
towards the Arab boycott, the continued cooperation of the Japanese
authorities and business with both real and imaginary requirements of the
boycott authorities, remain a major barrier to trade and economic cooperation

between the two countries,

The immediate target of those combatting the boycott remains to convince the
Japanese Government and business that their policy is both morally and

politically mistaken and uncalled for in terms of Japan's economic interests.

The arguments against the boycott are well known:

- The secondary and tertiary boycotts® are contrary to the principles of free
trade and non-discrimination which Japan adhers to and upon which QATT and
other international organizations and agreements are based.

#

(®) The secondary boycott involves the blacklisting by the Arab boycott

“* authorities of companies which maintain "prohibited"™ economic contacts
with Israel. The tertiary boycott involves non-Arab companies refraining
from- doing business with blacklisted firms under pressure by the‘irab
boycott authorities. ;

-
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\ :



7

= While a primary boycott between states which are in a state of war or
conflict might be considered as legitimate, there can be no justification
for condoning the secondary and tertiary boycotts which constitute blackmail
against companies in third countries which are not sides to the conflict.
Such blackmail interfers with the free decision making process of businesses
and prevents them from basing their decisions on purely economic
considerations free of illegitimate external political pressures.

e

- Due to fear of frequently imaginary losses of business with the Arab states,

Japanese companies lose real business opportunities with Israel.

= Japan's considerable political and economic power 1s undoubtedly great
enough to stand up to the boycott's diktats, as 1is done by several smaller
and weaker state's with considerable success,

Although the expectation that the Japanese will introduce anti-boycott
legislation, such as that which exists in several major industrial states, may
seem prematuré. this does remain a goal .for the future. The immediate target
of the anti-boycott policy within the Japanes context is to convince the
Japanese business and government to reduce their far-reaching cooperation with
the boycott, and to take positive steps to encourage the development of free
economic relations on all levels between Japan and Israel,

It is hoped that the Japanese Government, 1like several other enlightened
governemnts, will publicly express 1its objection in principle to the
imposition of the secondary and tertiary boycotts which constitute
interference in Japan's internal affairs. In addition, the Japanese governmnet
might be convinced to cooperate in advising Japanese business of the potential
of business relations with Israel, _ .

™

/
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In March 1985 the International Steering Committee on Freedom of Trade with
Israel, under the chairmanship of Mr. Kenneth Bialkin, National Chairman of
the Anti-Defamation League of B'nai B'rith and Chairman of the Confefence of
Presidents of Major American Jewish Organizations, was set up, with a special
sub-committee to deal with thé Japanese question. : This sub-committee is to
work out a strategy to encourage trade and industrial cooperation between
Japan and Israel and remove barriers to their development. Aé such. the
Committee may play a central role in the campaign to assure free trade and

‘ ’ ,
economic cooperation between Japan and Israel,

August, 1985



Table A ,

a) Total Israeli Exports of Goods
b) Exports to Japan

¢) The Share of Exports to Japan '
in Total Exports (percent)

d) Total Israeli Imports of Goods
e) Imports from Japan ™.

f) The Share of Imports from Japan
in Total Imports (percent)

~ g) Israel's Trade Balance with Japan

Based on: Central Bureau of Statistics

2N

Israel's Trade with Japan 1960-1984

1960 1970 1980
211 734 10, 104
2 32 230
0.9 u.n ' 2.3
503 1,462 13,889
9 62 120

1.8 4,2 0.8
T =30 +110

1981

10!770 ;

206

1.9
15,751
128

0.8
+78

10,268

189

1.8
15,255

274

10,858

190

1.7
15,158

190



Table B

Israel's Exports to Japan 1982-1984

Total Exports of Goods

a) Agricultural Goods

of which: eitrus
other

b) Industrial Goods

of which:
cut diamonds
chemicals and
pharmaceuticals
equipment

- processed food

c) Total Exports Excl,
Diamonds

1982 1983 1984
Million Million Million
Dollars Percent Dollars Percent Dollars Percent
193 100 189 100 10 100
5 3 .4 2 3 2
(3) (2) (N
(2) (2) (2)
188 97 185 98 187 98
(149) (77) (143) (76) (56) (70)
(13) (17) (26)
(7 £1'1)] (13)
(16) (12) (12)
23 46 24 56 30

4y

Source: Central Bureau of Statisties

-——



Table C

Israel's Imports from Japan 1982-1984

1982 1983 1984
Million ; Million Million

Dollars Percent Dollars Percent Dollars Percent

~

Total Imports of Goods 186 ° 100 274 100 190 100
Of which:
a) Vehicles and Transport -

Equipment 64 38 96 35 . 55 25
b) Machinery and Mechani-

cal Appliances uy 24 75 2T 57 30
¢) Optical, Photographic

and other Equipment 32 | 27 = 48 18 23 12
d) Metal Goods : 13 i 16 6 11 6

e) Others _ 33 s 18y - 39 ; 14 4y 23

Source: Central Bureau of Statistices

!
.
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rts to the Arab
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in's Trade Balance

1 the A

,
h . Japan's Trade with the Arab 0il Producing Countries 1972-84
-/ Millions of Dollars
f- '
1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
i1 Japanese Exports 29,095 37,081 55.55" 55,817 67.321_ 81,083 98,353 102,299 130,441 551,495
Producers 595 963 2,217 3,648 4,720 6,178 7,593 8,636 11,224 14,264
. .. .\
Share of Exports to
Arab Oil Producers in « : _ '
i1 Exports (percent) 2.0 2.6 4.0 6.5 750 W15 71 8.4 8.6 9.4
11 Japanese Imports - 23,868 38,449 62,108 57,853 64,894 71,340 89,823 109,831 132,295 142,866
rts from the Arab 01l |
1,851 2,735 10,484 11,174 13,835 15,808 15,952 24,182 40,055 38,352
Share of Imﬁorts from
Arab 0il Producers in _
11 Imports (percent) 7.8 Tl 16.9 19.3 21.3 22.1 17.8 22.0 30.3 26.8
rab 0il Produ- ’
v -1,256 -1,772 -8,267 -7,527 -9,115 -9,630 -8,359 -15,546 -28,831 -24,088

s ®

:d on: IMF Direction of Trade

1982 1983
136,403 146,958
14,395 12,121
10.4 8.2
131,516 126,434
34,853 28,928
26.5 22.9

1984
169,719

9,540

5-6

136,132

24,216
17.8

-14,706
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Table E

Japanese Crude 0il Imports 1983-1984

1983 1984
1,000 K1 Percent 1,000 K1 Percent
TOTAL . 207,793 100.0 214,602 100.0
Far East and South East Asia ua,u99 23.5 51,940 24.2
Middle East and Other Arab 149,087 72.0 152,039 70.8
Of which: Iran 22,910 - 10.8 14,976 7.0
Iraq _ 549 0.3 843 0.4
Saudi Arabia 58,449 28.3 58,258 2.7
Kuwait 3,376 1.6 4,744 2.2
Neutral Zone 11,903 6.3 12,786 6.0
Qatar 7,642 4.5 12,808 6.0
V.A.E. 31,445 14.6 32,719 15.2
Oman 10,268 4.9 13,471 6.3
Egypt 911 0.3 911 0.4
Algeria 1,634 0.5 522 0.2
Latin America 9,707 4.3 10,271 4.8
Other 500 0.2 292 0.1

Based on: The Economic Research institute for the Middle East (Japan)

‘l




h THE JACOB LEVINSON CENTER
OF THE ISRAEL-DIASPORA INSTITUTE

The Edited Proceedings of
The First International
Jacob Levinson Seminar:

“Start-Up Companies as a
Vehicle for Economic Growth”

S O B R e A i b

Held in Tel Aviv on June 26-27, 1985

‘December, 1985
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In six weeks' time, seven working groups will be meeting in Israel, a
total of 110 people of whom 65 or 70 are from outside Israel: about 40 or
43 from the U.S. and Canada and the remainder from England, France, South
America, South Africa, and Australia, and one or two from Germany. The
intention is that these seven groups will each deal with different areas
like those I mentioned earlier, in ‘an effort to initiate a process that
will directly involve many thousands of people in a common effort.

CONCLUDING REMARKS

The economic potential that could be materialized for the involvement of
world Jewry in the Israeli economy dictates certain obligations from our
side as well. We must wview ourselves critically and learn from the
experience of people who have succeeded in managing vast enterprises
employing tens of thousands of people. For years we have taken their
charity; the time has come to take their advice and to rationalize our
bureaucracy, our tax laws, and our management processes.

In this context, the initiative in establishing the Jacob Levinson Center

is of great importance for our future. I wish the Center every success
and thank you for inviting me to put forward my ideas at its inauguration.

Henry Rosovsky:

WHAT ISRAEL CAN LEARN FROM THE JAPANESE EXPERLENCE
IN HIGH-TECH ECONOMIC GROWTH

GENERAL

WESTERN UNFAMILIARITY WITH THE CHINESE CULTURAL AREA

I have been asked to speak about what Isrel may learn from the Japanese
experience, particularly with reference to “high tech™ and wmore
specifically to leading-edge techology.

Very few people in the Western world really know very much about Japan,
despite the fact that Japan 1is the world's leading industrial country.
That doesn't mean that Japan 1is the richest country in the world, but
nevertheless, there 1is no country that comes close to matching its
performance in industry: the Japanese are Number Ome in industrial output
per capita, 1in their share of world trade of manufactured products, and
in the rate at which that share 1is growing. 1In these areas, they have
overtaken the United States and all other competitors.
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Although Japan 1s such a major force in the world economy, people in
Israel know very little about it., Israel's interest in and knowledge of
other countries seems largely related to such factors as the proportion
of Jews in the population, the country's political importance and 1its
potential as a source of aid. Trade relations are important too. And if
a country 1s sufficiently hostile to Israel, then people will also pay
attention to it. But Japan unfortunately does not figure in any .of these
categories. It 1s not particularly hostile, has very few Jews, does not
provide aid to Israel, and its trade with Israel is unfortunately not
nearly as significant as it might be. So people in Israel generally do
not pay too much attention to Japan.

People in Israel, as elsewhere in the western world, are concerned
primarily with the familiar and look at the world from an American or
Western perspective. This perspective is rapidly becoming less relevant
as the fastest—growing parts of the world are all located in east Asia,
in what may be termed the Chinese cultural area.

Because of Israel's ties with the United States and with the Western
world in general, there is a tendency for Israelis to disregard the Asian
experience. This attitude engenders a rather distorted world view; I
would argue that such countries as the United States and Britain are not
representative of the world as a whole in terms of either politiecs or
practices, and that much of what we see in the Chinese culture area —-
and that includes in Japan -- is as typical. And we have to remember
that within the lifetime of some of the younger generation alive today,
the balance of economic power might tilt considerably toward this area.
So what I shall try to do 1s to provide some perspectives on the area
that may enable you to draw some lessons of relevance to Israel.
Similarities and differences between Japan and Israel Economy. As a
matter of fact, there are some superficial similiarities between Japan
and Israel. Both countries are resource—poor, both countries are
relatively open in an economic sense, and both countries have highly
educated populations. Both countries were greatly shocked economically
by the o1l ecrisis of 1973, Both countries have an aversion to
unemployment and place a very high emphasis on job security. In both
countries economic policy 1s constrained by political considerations; and
in both countries hopes for the future are based on the expansion of the
economy, particularly on exports based on educated manpower and a strong,
science—based infrastructure.
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Of course, the differences between Japan and Israel are much more
obvious. Japan has a population of 130 million people. It does not
depend on foreign assistance. It does not have a vast import surplus, on
the contrary, it has an enormous export surplus, running to $35 billion
dollars a year with the United States alone at the moment. Japan sends
abroad about $50 billion dollars a year in foreign investment. Japan has
no defense burden to speak of, under 12 of GNP, whereas for Israel
estimates range from 25Z to 50%Z. The only similarity with regard to the
defense burden 1is that 1in both cases the United States also make a
substantial contribution =— in Japan's case indirectly, by providing the
nuclear umbrella on which the Japanese rely.

More differences: The Japanese do not live in a hostile envirorment.
They do not encourage immigration, in fact they oppose it: whemn the
Vietnamese boat people were on the high seas the Japanese took in only
thirty to forty, and that was considered a major concession. So there is
no ethnic gap, Japan is a homogeneous country.

Japan has not experienced a public-sector squeeze so there has not been
what an Israeli economist has called "premature de—industrialization”.
Japan has very low inflation and its GNP per capita 1s now twice that of
Israel's. Japan 1s also a thoroughly capitalist country with some
strange Oriental habits. I would not know how to describe the Israeli
economy from this point of view, whether to call it a socialist economy
with some strange habits or a capitalist economy with strange habits -—-
certainly it has strange habits —— but it is less "capitalistic” than the
Japanese economy.

Many other differences could be cited but the main one that I might point
out is that Japan exports five times as many manufactured products as it
imports. In other words, it imports practically no wmanufactured products
at all. 2

Historical context of Japan's economic development. To understand how
such a situation evolved, the country has to be understood in its
historical context. So what I would like to do is to briefly review this
historical context, emphasizing those things that may be considered
contributory factors.

The first point I would 1like to make 1is that Japan's great economic
success 1s not of recent origin. Many people think that the so-called
“"Japanese miracle” is all a post-war phenomenon but that is simply not
true. Japan was the first non-Western country to industrialize. Japan
has been growing more rapidly than virtually any other country in the
world. Not only has it grown more rapidly, but over time its rate of
growth' has for the last 100 years accelerated. It has been a major
competitor in the industrial field for the entire 20th century. It was a
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ma jor competitor with Britain, with the continent of Europe and with the
United States, well before World War II. If you have any doubts about

. that, you might ask yourself how it was possible for Japan to fight a war

with the United States for four years, and for much of that time to fight
the United States to a standstill. It could not have dome that on the
basis of a small or underdeveloped economy. . So Japan has a long and very
successful economic history.

What were the key factors of this success? To my mind, a key factor is
that Japan is part of the Chinese culture area —— that part of the world
that goes from Japan in the east to Vietnam in the west —— and that gave
Japan a very strong and effective sociocultural base. It was the
combination of the strong sociocultural basis and the opportunities that
the industrial revolution eventually presented in terms of technology --—
imported technology —— that led to this success.

Another point that I think has to be particularly stressed in Israel is
that the Japanese were very good at postponing immediate gratification.
As 1 said, Japan has grown rapidly for the past hundred years (except for
during World War II, when of course it suffered a great disaster). The
Japanese did very well economically, but the standard ,of living rose
very, very slowly. The Japanese also saved a lot, and welfare
expenditures were also very low until quite recently. So, combined with
a rapldly growing economy, there was the postponement of gratification.
This was done not by Stalinist methods but largely through the market. I
think that this 1s an important point, and I will come back to it a
little bit later when I speak about Israel.

Japan also had some very important assets -- what might be  called
inherited assets. First, as early as a hundred years ago, Japan had
literacy rates that were higher than in any European country with the
possible exception of Prussia. Second, Japan is one of the oldest
countries in the world. (In fact the three countries with the longest
uninterrupted existence are Japan, China and Korea, all located in east
Asia.) And in the 18th century, the city that 1is now called Tokyo was
already the largest city in the world. -

JAPAR'S POSTWAR ECONOMY:"THE JAPANESE MIRACLE”

Having called attention to some historical factors, let us now turn to
the perlod of extraordinary events after World War 1II, frequently
referred to as "a miracle”. Of course, it was no miracle; there are no
miracles in economics. If there were, Israel would probably be in much
better shape. What happened in Japan 1is subject to very rational
explanation.
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Between the 1950s and the 1970s -- the period that 1is usually called the
economic miracle -- Japan experienced double-digit growth of GNP. The
Japanese economy grew at over 107 per year. (That was of course a period
when Israel was growing very rapidly too.) Overall, Japan has grown
three times more rapidly then the rest of the world. Japan started out
in 1955 with income per capita at 21%Z of the American level and in
roughly thirty years has achieved parity. Another statistic: if the
Japanese continue to grow 22 more rapidly then the United States for omne
generation, that is until about the year 2020, Japanese income per capita -*
will be 60Z above the U.S, level. I am not saying that this will
necessarily happen, but the notion of Japan growing 2% more rapidly then
the United States is not at all unreasonable.

THE INGREDIENTS OF THE JAPANESE MIRACLE

Cheap Labor. Let us now turn to the principal ingredients of this
so—-called Japanese miracle. A major 1ingredient was cheap 1labor. In
Japan in the Iimmediate postwar period, when there was still an enormous
reservoir of workers in agriculture, labor was very cheap indeed. In
general, labor peace also prevailed. Even now in the absence of 1labor
unions, the typical Japanese strike might last from 5:00 in the morning
until 8:30 in the morning, and then everybody goes to work,

Permanent Employment. A second ingredient wmight be called "permanent
employment for some”. Like the Israelils, the Japanese have a great
attachment to tenure, but the fact of the matter is that few people in
Japan have permanent employment. My guess 1s that no more than 307 of the
entire labor force are permanently employed, but for those people and for
their employers 1t 1s really a very advantageous situation. From the
bosses' point of view it means that workers can be trained on the job; if
they are permanently employed you know that they will not usually leave,
so the training won't be wasted. Second, workers who have tenure will
not oppose technological progress; once they have achieved the status of
permanent employment, they have no need to be afraid of technological
unemployment. This has been quite a problem in large-scale industry in
other countries. So in Japan labor relations were a very positive factor.

Know-how. Another thing that of course helped the Japanese enormously,
was the enlarged technology gap created as a result of the war. The
Japanese had fallen way behind technologically but after the war they
found they were able to acquire the know—how very quickly from somewhat
naive Americans who were so willing to sell that frequently they almost
gave it away for free. As a result the Japanese had to carry very little
in terms of R&D expenses. '
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Improvement Engineering. In acquiring the technology inm the way they
did, the Japanese became tremendously good at something that is called
“improvement engineering”. Very often they succeeded in bringing in
American technology and improving i1it, 1in fact doing much more with it .
then the originater of the .technology ever intended. Take the somewhat
apocryphal story of a man by the name of Mr Ibuka who came to the States
in 1952 at the invitation of the U.S State Department. He went to
Westinghouse (or it may have been General Electric), where they said to
him we have this thing called a tramsistor. It does the same thing as a
vacuum tube, it lasts longer, it's much smaller and we don't know what to
do with it. Here it is, Mr Ibuka put the transistor into radios, founded
the Sony company and the rest is history. That is a marvellous example
of improvement engineering.

Take another case: the rotary engine for automobiles invented by Dr
Wankel in Germany. The Germans were never able to make it work because
of sealing problems with the engine. The Japanese perfected the engine
and i1f it had not been for the gasoline crisis it would have been a major
economic feat. Or again, the Swiss watch industry. The Swiss invented

. quartz technology, but they never took advantage of it. Today you can

buy a watch for $10 that keeps better time then the most expensive
$10,000 Swiss timepieces. Most of these cheap watches are made in Japan,
and ‘increasingly in the rest of Asia.

This tremendous penchant for improvement engineering was combinéd with
rates of capital formation of 30-40Z. This is a rate similar to that of
Israel, but in Japan much of it was embedded in the new technology.

Productivity and welfare. Most important, and here I come back again to
the question of the postponement of gratification, was a government
policy dedicated from the 1950s to the 1970s to maximizing the rate of
output. These were the years when the Japanese were called “economic
animals”, when de Gaulle referred to the Japanese prime minister as a
"transistor salesman”. But the fact 1is, the Japanese managed to move
ahead. :

Japan dedicated 'itself in this period to maximizing the rate of growth in
the economy. So taxation was very low, about 20%Z of GNP. Welfare in the
broader sense of the term was almost non-existent. OQOut of spite, the
OECD called the Japanese “"workaholics living in rabbit hutches™. That
may have been unkind, but it is true that they worked very hard and they
lived under rather poor circumstances.
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Promoting civilian industries. This was also the period in which Japan
developed an industrial policy. The United States has an industrial
policy that gives us the best and biggest defemse industry in the world;
Japan's Iindustrial policy was geared toward the development of civilian
industry, particularly to industry having strong export potential.
Infant industry protection was a very important element of this. (Don't
let economists tell you that infant industry protection doesn't make any
sense —— 1t's their economic theories that don't make sense.) So the
Japanese gave subsidies to certain industries, attempted to pick winners,
organized mergers. '

It 1is true that they made wmistakes, that at least some of these
govermnment policies did not work out. It 1is not generally known, but
Japan's Ministry of International Trade and Industry opposed the
development of the automobile industry: they didn't think that the
Japanese could do it. But overall the economic policies were more right
than wrong, and the govermment policy of maximizing the rate of growth of
output with everything else falling into a secondary postion was very
important at this time.

External environmental effects. Last but not least 1in this so-called
"miracle” -- which by now you see is no miracle at all because it can be
decomposed into its rational parts -— was the external enviromment: an
undervalued currency, free trade, and most of all the fact that Japan was
a small country to which nobody paid very much attention. Its population
was large but still relatively poor, and the rest of the world didn't
take much notice of Japan's peculiar practices. These peculiar practices
meant for example that foreign competition was kept out, that they had
their own way of doing things that 1in many ways took advantage of
foreigners rather than co—-operated with them. Japan was not really
perceived as a significant factor in the world economy and these peculiar
practices didn't seem to matter very much. s

THE CURRENT STATE OF JAPAN'S ECONOMY

Now of course this period has come to an end. The description just given
is no longer true of Japan since the oil crisis and since the end of
catching up with the West. Japan is still a very powerful economy but
since 1976 they have been running deficits. The Japanese deficits are
now larger than the American deficits, though you hear less about them
because they are financed by Japanese savings. Private investment has
slackened and there has been a very significant shift to welfare and
concern for the enviromment.

e LT T L e T,
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Japan is now becoming a modern welfare country. But note the point at
which that shift took place: not before World War II, not in the early
postwar period but only now, when the income level is approximately the
same as that in the United States. Social expenditures in Japan are now
outrunning the ability to raise taxes, and industrial policy in Japan is
just as much concerned with losers (that 1is, helping those industries
that need to be phased out) as it is with picking winners.

Japan 'is now an economy that 1s formally open to the world, formally more
open than the United States, but 1in 1982 the Japanese exported
manufactured products worth $135 billion and they imported wmanufactured
products worth $29 billion. So there you have the Number One industrial
power in the world, still growing twice as rapidly as the West. Similar
developments are occurring in Korea, Taiwan and Singapore.

Now economic development strategies. Compared to most other countries,
and certainly to Israel and the United States, the Japanese have a
relatively well—-developed and consensual view of their own industrial
future. They see themselves moving into the information, high—-technology
age e the representative industries are computers, robotics,
telecommunications, medical equipment and so forth. So they have adopted
various strategies that might be of greater or lesser interest to other
countries. I think their most important strategy 1s to prevent entry by
leading-edge competitors, by fair means or foul, frequently foul, until
such a time as a local producer is so powerful that the foreign entry no
longer makes any sense. You won't read that in any Japanese publication,
but that is my view of what their policy is.

What they are essentially trying to do is to deny the profits of
innovation to foreigners; a special form of {infant-industry policy
argument for advanced countries. There are many examples. For instance,
there is an American firm called Baxter Travenol that-has invented a new
method of kidney dialysis, cheaper than its predecessors and already in
use all over the world. The Japanese let these machines come into Japan
entirely freely, without barriers of any kind. There is only one slight
wrinkle: the Japanese natiomal health insurance system will not pay any
reimbursements on this particular technology. So -obviously Baxter
Travenol cannot sell in Japan. You know that there must be some Japanese
firm working on a similar technology: when it has developed 1its
technology then the markets will open up, at which point it will clearly
be too late for Baxter Travenol. Now that is a rather attractive
strategy, 1f the rest of the world lets you get away with it. I think it
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is an intolerable strategy from the point of view of the United States
and T think we should not let the Japanese get away with it any longer
because it hurts us very deeply. Obviously, it 1is not a strategy that
Israel can engage in: the domestic market isn't really large enough to
make it work.

Increasing expenditure on R&D with a strongly applied base. The Ministry
of International Trade and Industry is at the moment financing major
research projects 1in the area of new materials, high-performance
ceramics, synthetic membranes, synthetic metals, high—-performance
plastics, embryo technology and bio-reactors, large- scale cell
cultivation, genetic engineering, electron devices, super-atom devices,
three-dimensional ICs and fortified ICs for extreme conditions. Public
and private investment in R&D in these fields currently runs to about $23
billion a year, of which about $13 billion is in private hands. There
are also many cooperative programs between govermment and industry; the
Fifth-Generation Computer project 1s financed almost in equal shares,
slightly more by the private sector than by the govermment. Another
point 1is that despite the very strong competition between Japanese
companies, there has "also been a demonstrated capacity to join forces
cooperatively, especially under a government umbrella. . :

Govermment support of strong companies. The Japanese aren't scared of
success; the IBM antitrust case would have been inconceivable in Japan.
It is typical of the United States to take what is probably its most
progressive and leading company and to drag it through an antitrust case
that lasted some twelve years at the taxpayers' expense. From the
beginning it was a purely political affair with very little merit. It
achieved nothing except harassing IBM to some degree. In Japan it would
never have happened; the strong company would get a certain amount of
friendly support from the govermment. :

The educational climate. Another key factor has been'Japan's educational
climate. The educational system produces many well-trained engineers and
puts them on the shop floor. The fact that the Japanese produces far
more engineers per capita than the United States is important in ensuring
their dominance. ° ;
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ADAPTATION TO THE TECHNOLOGICAL FRONTIER

In considering all these factors there is an additional point that cannot
be ignored: the technological frontier will never again be located in any
one country. The time is gone when the United States or Britain or Japan
for that matter can represent the technological frontier. The
technological frontier is worldwide and therefore all countries that wish
to be up-to-date and take advantage of innovation will have to survey the
world all the time. We Americans are quite poor at that, because we are
quite provincial and rather inward-looking; the Japanese are better at it
than any other country in the world. The Japanese are better organized
to survey the world, to know what 1is going on, and to adapt whatever 1is
best in different parts of the world.

This point could well have relevance in the Israeli context: it 1is
interesting to think of the Diaspora as playing that kind of role perhaps
vis-a-vis Israel. There is a certain parallel with the origins of
banking, in which Jews of course played a great role. One reason was
that the Jews were scattered all over the world and were able to trade
information, and they trusted the sources of that information. Such
flows of information, particularly of a technological nature, are going
to become more and more important.

Innovative ventures. One final point: large companies can also engage in
innovative ventureés. One must not think in terms of venture capital as
coming exclusively from small, specially designed companies. It may have
been ‘done that way in the United States, but not In Japan. Japan has
very few of these small, specifically venture-oriented companies. Much
of the innovation has taken place within the more—established, larger
companies. : i ‘

SIGNIFICANCE TO THE ISRAELI ECONOMY

I would conclude with this: I have said very 1little of any direct
relevance to Israel but perhaps some of what I have sald you can in your
own minds translate into some lessons. 1In my opinion, high tech is just
another branch ‘of 1industry. It 1s the leading edge, but it cannot
prosper when all else is in disarray. If the future of Israel depends
upon high tech, as I believe it does, the basic foundation of the economy
has to be made stronger. That means a smaller degree of dependence, it
means control of inflation, it may mean the rearrangments of certain
labor situations. It may mean that social expenditures have to stay in
line with income, in other words the postponement of {immediate
gratification. And I am certain that the best possible thing that could
happen would be some kind of peace settlement, so that the enormous
burden of defense expenditures could be reduced.

f i e e L .
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’ " Nihon Scitex — a Joint Isracli-Japanese venture

by a Special Correspondent

Thosc present at the inauguration party of the new lsracli-Japancse venture “Nihon
Scitex™in Tokyo may have been awarc of the fact that they were witnessing a first and
presumably important step in the cooperation between two nations located at both
ends of the Asian continent. The foundation of the new company “Nihon Scitex™, both
parties contributing onc million Dollars each 1o the capital of the enterprise, is the
result of a lengthy cooperation between the Israeli company “Scitex ™ and the Japancse
firm “Toyo Ink™, onc of the lcading bodies in the Japancse printing industry.

“Scitex™, whose headquariers is situated in Herzlia, Isracl, has become the leading
single firm in the world in the ficld of Electronic Colour Page-Make-Up Systems, and
hassofar marketed throughout the world about 450 systems of the kind, out of a total
of about 1,200 systems,

The Japanese pariners, who represented Scitex in Japan for several years, have
finally come to the conclusion that the know-how of the Isracli firm, producers of the
Response Systems, combined with integrated rescarch and development efforts for the
Specific Japanese market needs, could provide the Japancse and other markets with
new products to make the printing industry an even more graphically advanced and
colourful part of the effort to bring knowledge in an understandable manner 1o the
homes of consumcrs throughout the world.

The new venture will be beneficial to the Industry as a whole, as the two companics
— Scitex and Nihon Scitex -~ have decided to develop their productsin a manner that
will make possible an easy connection between the Scitex equipment and that of any
firm active in the branch; the aim being achicved, the capability of the electronic
colour makc-ur industry in the world may be greatly enhanced through cooperation
between the different producers.

Why did Scitex opt for a joint venture in Japan? One of scveral answers to that
question, by Mr. Chanoch Biran of Scitex, shows Japan at its best, at least from the
point of view of a nation who has boasted in the past of being the “People of the Book "™,
“The Japanese are great readers, they love colour, and this is clearly shown in the
highly developed sense of art in Japan. In Japan you can find many publications in
colour, and the tendency is becoming more and more widespread to use colour in

publications and catalogues.”

New equipment to benefit newspapers

Though the Joint Company began its activity only on July I, 1985, equipment
developed in Japanincludes already an™interface™ that links Scitex sysiems with video
equipment. The new equipment may be very useful to newspapers, who are intcrested
in the immediate reproduction of colour television pictures.

Lately there has been a growing awarceness of the many advantages both Israel and
Japan could enjoy from cooperation between the two countries. The recent visit of the
Isracli Ministers of Finance and Foreign Affairs in Japan have created a friendly
atmosphere and a better understanding beween Jerusalem and Tokyo. Nihon-Scitex
may become a pattern for economic cooperation between the industries of both

countries in many fields.

Source: "Israel-Japan
Friendship So
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_366—Chemicals
T0Y0 INK MFG. R4S
Est.: January,1907 Listing Date: October,1960

Hesd Office: 2-3-13, Kyobashi, Chuoku, Tokyo 104
Tel.: 03-272-5711 Telex: 02222348

Branch(es): Tokyo, Osake, Negoys, Kyushu, Shizuoka & others
Factory(ies): Aoto, Jujo, Kawagoe, Fuji, Neysgawa, Moriyama, Tenma, Saitame

Chairman: Toyojiro Nagashima President: Mutsuo Nagashima
References: Dai-Ichi Kengyo, Sanwa, Mitsubishi, Toyo Trust, Sumiiomo Trust
Listed: Tokyo
Underwriters: Nikko, Nomura
Capital | Allotment | Capital [Capital: (¥ 50 par value) 10,028
Change Ratio ¥ mil. )} (¥ mil.) «Sep.’B4 o ls'gs'g
74| PO10Y 220 6,000 Total Asseta: 119,979 |
js:}g ‘1 ;:mcy 6,600|Stockholders’ Equity: 59,940 56,589
June '76|PO12¥ 326 7,200|Equity Ratio (%): 50.0 63.5
Sep. '76/1:10G 7,920{Capital Surplua: 14,411 M40
Mar, '78|PO16Y 568 8,720| Debta: - 7,59 4,251
Sep. '78]3:20G 10,025|Interest & Dividend Net: 1-1359 i-1311
Dec. '84|PO20¥516  15,183|Employees (Age): (Scp.'84) 2,902(38)
Mar. '85/1:10G 15,183|No.of Stockholders: (Sep.'84) 10,850
+Sep. 'B6]1:10G No.of Shares Out.: (1000 shares) 200,560
Major Stockholders: (1000 shares) (%
Toppan Printing 39,878(19.9
INMONT Corp. 11,473( 5.7
s Sanwea Bank - . 597 3.8
¥ Dai-Ichi Kangyo Bank 7.427(3.7
Mitsubishi Bank 7,418( 3.7
5 Sumitomo Trust & Banking 6,009( 3.0
Toyo Trust & Banking 5,557( 2.8
N Tokyo Shoseki 4,898( 2.4
Foreign Ownership 23,522(11.7
Szles Breakdown (%, Sep.) «"84 ."83.'82
Printing ink 41 42 4«
e Plastic color agents 18 16 lﬁl
4 Chemicals ) 13 13 13
Others 21 8
1982 | 1983 Export Ratio 8 8 7
Highest in CP (¥ mil.) Mar.'80 5,270

Business Results: (¥ mil.;¥ )
Sales Operating Currem Net Esrnilgs Dividend Equity

Profiv Profit  Profit PS. P.5. P.5.

Mar. 1981 120,061 B45 7,221 4014 20.3

7 246.8
Mar.1982 132,05  B,621 8477 4,142 20.7 iy 260.2]
Mar.1983 140,048 8,391 B526 4,368 218 7 274.7
Mar.1984 154,689 9259 9,253 4,539 226 7 290.1
Mar.1985® 165,000 10,200 10,400 4,800 287 7
Mar.1936° ..180,000 11,300 11,500  5.300 o P (R
“Sep. 1982 69,8427 4,827 44237 44 1207735 768.4
‘Sep. 1983 76,361 4612 4,529 2,253 1n2 3 282.2
:Sep. 1984 81,272 5,180 5323 2,53 126 3.5 298.9

Characteristics: Major manufacturer of printing ink noted for siable financial stand-
ing. Diversifying on basis of printing-related lines. Enjoying high share in painting
agents for soft drink cans. Developing electronic materials.

Remarks: Printing ink slack as resull of slowdown in rommercial printing, but ex-.
pons of dyestuffs and pigments 1o US on increase. Coloring agents for home elec-
tric appliances and autos zlso growing. Profit 1o rise, and minimum dividend
payout ratio of 2495 1o be maintained. New products, such as electronic materials
end adhesive agents, 1o reachy 8 bil (¥ 5.5 bil in preceding 1erm) ; plans to ex-
pand =ales 10 102 of entirc Mar 8% 1erm sales.
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January 27, 1986

Mr. Kiichi Miyazawa L
Chairman, Executive Director

of LDP
Liberal Democratic Party Headquar ters
Kambara Bldg, - Fifth Floor
Ichiban-Cho, Chiyoda-ku
Tokyo, Japan

Dear Mr. Miyazawa:

It was very thoughtful of you to meet last week with the
congressional delegation headed by Congressman Tom Foley of
Washington. I was pleased to be included in the meeting and in
the entire visit to Japan, which was most productive.

During our visit, I mentioned my concerns about a recent
‘news release by the Mazda Motor Corp. Chairman Moriyuki
Watanabe, In his release, Mr, Watanabe states that "Mazda has
been hesitant about strengthening ties with the Ford Motor Co.:
because Ford was on the Arab League's boycott until recently, but
Ford was removed from the list in September enabling Mazda to
cooperate on a worldwide scale,” As you are well aware, Israel
like Japan, is a very close ally and partner of the U.S. Both
countries are thriving democracies and it is disheartening to see
that a major Japanese corporation is being influenced by a
boycott of Israel by certain Arab countries, I know that Israel
and Japan have strenthened their relationship recently by reason
of a visit by a high level Israeli delegation to Japan, but I
wanted to again express my concern to you, as a former Foreign
Minister of your country and a man of great influence within your
Party, that Japan pursue a strong and independent relationship
with the Government of Israel, uninfluenced and unincumbererd by
any boycott, I know that a clear. bipartisan majority of my
colleagues in both the House and the Senate share my views.

Thank you so much again for your courtesies during my visit.
My best to vyou.

gsi'regards,

ickman
Member of Congress




/JAPAN-TARGET OF UNFAIR
TRADE PRACTICES

HON. ROBERT K. DORNAN

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES®

Thursday, December 19, 1985

Mr. DORNAN of California. Mr. Speaker,
we are all concerned about the unfair trade
practices of other countries that rob Ameri-
can manufscturers of overseas markets.
But | was recently reminded of one par-
ticular case of unfair trade being prach_ud
by one of our closest allies, Japan, against
another of our closest allies, lorael It I:nu
very little to do with trade and everything
to do with blackmail, cowardice. and anti-
Semitism.

Our former colleague. Mayor Ed Koch of
New York City, for whom I have strong nd
miration and respect for his guts and ?l-mn
talk, recently wrote me a letter outlining
what surely ls Arab blackmall of Jepen,
which Imports gll ita oil, is engaging in &
boycott of Israeli made products at the re-
quest—read “demand™—of Arab oil coun-
tries. That this also edversely affects Amer-
lcan companies put on an Arab boycott list
for doing bustiness with lsrzel is reason
enough for American enger and sction. But
that Japen, our close friend ard ally, re-
meling content to submit to this blcck-
mall—as it did during the Arab oll embargo
of our country—Is a source of great dlsap-

polntment and frustretion It ls m:_lcnenl
hope ket our Japcnese friends will soon
rezlixe that Israel is our most: relizble slly

in the Middle East and have the guls to end
their embargo agsinst Israel.

Mr. Speaker, | urge all my colleagues to
read the folluwing remarks by !\h,t‘or l\qch
and the transcript of his conversation with
Norishige Hasegawa, vice chairman of the
Keidanren. the Jspanese equivalent of the
Chamber of Commerce.

Txe CiTy or Nrw YORK,
Orvice or THE MAYOR,
New York, NY, December 6, 1965.
Hon. RoserT K. DORNAR,
U.S. House of Represenlalives,
The Capitol, .
Washington, DC.

Dear Bos: I just returned from eight days
in Japan. While there 1 met with a r!umb@r
of government officials. from Yasuhiro Na-
kasone, the Prime Minister of Japan. to
Shunichi Suzukli, the Governor of Tokyo. 1
also met with a number of businessmen in-
cluding members of the economic business
council known as Keidanren. )

On every occaslon there was a discussion
about free trade and Japan's fear that the
United States might In some way restrict
Bccess to its markets through protectionist
legislation, In each Instance I was asked for
my opinion on the subject. In sum. I re-
sponded as I think many other Americans
would with the opinion that I do not believe

Japan practices what it preaches. Japan,.

itself. does not engege In free trade. 1 point-
ed out the following three illustrations to
underscore that point, although I am sure
there are others.

First, Jepan éngages In cartel operations
where businesses recefve substantial govern-
ment support. Indeed, government/bank fi-
nancing Is arranged [n & way that would not
only be unacceptable practice in the United
States but Indeed would be an illegal re-
straint of trade. This support structure
gives Japanese companles inordinate advan-

tage in their competition with Unlied States

firms. :

 —

Second. there is an inbred predisposition
among the Japanese to buy Japanese made
goods, In preference Lo foreign made goods
whenever they are avallable. Culturslly. the
Japanese aren't moved by the concept of
free trade and open mearkets when it comes
to their oxmn buying decisions. This is not
meant Lo be & criticism of Lhe Japanese, in
fact to the contrary. I wish more Americans
felt the same* way about our own products.

Third. the Japanese government allows,
and I belleve engages In, a boycott of Israel
at the request of Arab oll countries. The
boycott has been extremely effective in lim-

iting purchases by Japanese firms of Israeli- -

made merchandise to minimal proportions,
It has also had the effect of severely limit-
ing the sale of high-ltechnology producls

produced by Japenese firms, which are -

avallable for sale to other countries of the
world. TR s s TN

I raised these three lllustrations with Nor
ishige Hasegawa, who s the Vice Chairman

of the Keldanren, which Is the counterpart =

of the Natlonal Association of Manufactur-
ers here in the United States. It is perceived
a8 the most Imporiant business group In
Japen. Mr. Hesegawa conceded that all
thres of my secusations had substance, He
personally belleved that these clrcum-
stances should be addressid and corrected.
The actual conversation th.at | had was re-
corded, and I'm attaching a transcript
which I belleve you will find of Interest.

I raised the subject the next day with
Prime Minister Neakasone. While he was
willing to concede the need to eddress the
first two issues, he was adrmant in his re-
fusal to take any action to ellminste Japan's

support of the Arab boycoll against Israels

firms.

The brazenness of the Japanese compa-

nies was recently demonstrated when
Mazda, a major Japanese sutomobile com-
pany, announced that since the Ford Motor
Company had been removed from the Arab
boycotl list, it would now work with Ford in
some collaborative effort.

What we'are now seeing by Japanese com-
panics, and [ believe it is with the full sup-
port of the Japanese government. It not
only a boycott of Israell thanufacturers, but
& boycott of American companies complying
wilth American law prohibiting submission
to such Arab blackmail. Such & circum-
stance must enter Into any consideration ‘of
our trade relations with Japan. American
companles should be protected against
unfair competition and It Is hypocritical for
the Japanese to hide behind tie principles
of free trade In opposing such legislation,
when Lhelr business practices are quite the
opposite,

If Lo date you have been gulded by your
bellefs (n free trade or were undecided on
the Issue of protectionism vis-s-vis the Japa-

ne.'«de. I urge you to consider what I have
said.

All the best.
Sincerely,
Epwarp L. KocH,
Mayor,

December 19, 1985
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Ep KOCH AND KIIDANREIN

First let me say to you Mr. Hasegawa. and
the members of the various firms who are
here: I appreciate the opportunity to talk Lo
you and answer a few questions. Let me also
say at the outset that most people of Amer-
ica by virtue of Japan's economy believe
that Japan won the war.

Secondly, let me say about the strength of
the dollar when I'm in New York City, I get
so upset that the dollar is so strong and so
adversely affects our exports—but when 1
am in Japan as a tourist I am so upset that
the dollar Is 50 weak.

Just a word on the relationship that af-
fects the United States from my vantage
point, Obviously T am not 8 member of the
federal government, but I think I know the
thinking of & lot of people in the United
States just by being mayor of the largest
rity in the Unjted States.

Pecple are upset, rightly or sTongly, that
*he United States has such an adverse bal-
ance of trade with Japan and what they see
i1s that unllke the U.S. where we have Lrue
toral free economy that the economy we be-
lieve that Japan Is so organized with the
kovernment—with the banks and with the
.ndustry. thal you &re able 1o use business
mrthods. cartels, dumping of products, sub-
sidizing of products that we are not able to
Jo under our law. We may be wrong about It
Su! that’s the general feeling.

Trat may be totally wrong and probably
the true answer is that the Japanese busi-
riessman happen to be the best businessman
tn the world. But you're going to have to get
us a8 little handicap. If in fact it Is only at-
tributable to your business ability even
though you would believe that-that's simply
an asset we have Lo deal with vis-a-vis Fou,
the perception s that It s not the reesen—
perceptions are the prior reasons I gave you,
and you have to deal with that.

Two other things that affect the Congress
as it now discusses teking mecsures that
relete to our export/Import relations with
Japan are: One, the perception that in
Japan the Japanese citizen s conditioned to
Just buy Japanese wherees in America the
American citizen Is conditioned to buy for-
eign. The American citizen when he buys a
pltce of junk (never from Jepan because
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Japan does not sell junk)—bul when he
buys a piece of Junk that has the name of &
foreign country on it, he shows it off with
pride. So you have to condition Japanese
citizens not to buy American junk but to
buy American good things and show them
off with pride.

The third thing that ks on the minds of a
number.of people In the Congress and else-
where, mine Included, is the lack of rational-
ity In the argument that the Japanese use
to support free trade. They say free trade Is
food for the world and you in America
should not be protectionists.

We say that the argument of the Japa-
nese 8 flawed because they don't engage In
free trade yet some people will say—look at
the boycott they have of Israel. They don't
buy Israell products In any large amount
nor do they sell the top line technology to
Israel because of the Arab boycott. That's
unacceptable to Americans who believe that
you may not, if you believe in free trade,

. engage In antl-free trade with a friendly

country like Israel with which you have dip-
lomatic relations and with which we have
diplomatic relations.

I would urge you to ask your government
to address all of those issues because | think
it is important Lo the good relations be-
tween Japan and the United States from an
economic point of view.

One last word by way of lnvitation coming
from the City of New York and then if you
have questions I will be delighted Lo re-
spond.

1. a5 Mayor of the City of New York, have
established a climate In that City that is
helpful to business.

Alalr Tounsend, who {5 the deputy mayor
on economlc development, each and every
day does what she can with my support to
cut business taxes, to reduce the price of
energy and to make it easy for you to ae-

quire large plots of land cheaply where you

can build factories.

Let me give you one I.ndu.suv that if you
could get people to come to New York City
to create you have no competitors In a lot of
busipesses.

W¢é have In New York City a vacancy rate
for residential bulldings of less than 2 per-
cent. We need private, one or two family
homes to be bullt and apartment houses,
not necessarily skyscrapers, but €-8 stories
high and Lo be built cheaply.

We do not have In New York City a ra.ct.o-
ry that crestes prefabricated housing. We
need one. Lf you ceme there and bulflt sucha
factory, It’s unlimited the number of apart-
ment units that we would be able to buy if
you sold them cheaply.

Why don't I stop Lhere and take ques-
tiona:

Firstly, we have in the Cily of New York
forelgn trade zones where you can build &
factory, and you're not taxed on what you
create there unless you bring it in Lo the
country for sale. But if it's for saje in other
countries—there's no tax—and the benefit
we get out of It Is that you use our workers.

If you want to build a real factorynotin s
forelgn trade zone for trenemission to some
other country, but because you want to sell
In our country it'’s not just simply In the
north part of the cily that you referred to
that land Is available. The most attraective
property In the City of New York today wes
formerly the Broollyn army bise which Is
right along the water, has wharves that
your ships can come to end has 5 million sq.
ft. of vecant space that I3 available today,
end she hes got the lecse to It Four dollars
& squsre foot.

In the same Brooklyn army base you can
get 3 million 8q. ft. or any part you want at
$4.00 a ft. The energy costs heve been re-
duced for the first 8 years by 48 pcrcent of
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what anybody else pays in Manhatten and
then after § years it's 30 percent. That's a
real bargain, and I don't know how long I'm
going to be able to offer it.

Now I want to turn Lo the subject of the
boycott of Israel which you can see is in
effect here In Japan, and 1 know it to be so.
It is unacceptable from an American point
of view that the great country of Japan
would knuckle under. The western Europe-
an countries have not knuckled under. They
do not permit the boycoit. In addition,
there may have been & time when Japan
worrled sbout the pufchase of Arab oil
Today the Arab countles beg you to buy
thelr oll, because there ls & world surplus of
ofl. So today Is the day when you should say
to the Arabs—we have the same courage—
we have the same phllosophy as our allles in
America and as our allles in Europe. They
did not submit to your blackmail, We will
not any longer.

Hasrcawa. We feel that the requests that
you mentioned are very correct and Lhat
you wisely mentioned the oll situation has
been changed so I think this gives a good
chance at present to make that sort of as-
sertion which you mentioned.

So we will work on our part to talk to our
colleagues and also work on the Japanese
government. I am embarrassed to confess
that we were not aware of some of the
points that you have mentioned so we would
like to relay the points that you mentioned
to our colleagues and like Lo give it serious
thought.

When are you next coming to New York?
I want to take you to & nice Japanese res-
taurant.

Pnonm GERALD GIDWITZ
HOIﬁ_l 'HENRY J. HYDE

" OrF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES

Thursday, December 19, 1985

Mr. HYDE. Mr. Speaker, one of Ameri-
ca’s most patriotic and energelic citizens is
Gerald Gidwitz of Chicago, IL.

I am proud to know him and count him
as 8 good friend end to provide for my col-
leagues a profile of hiz career that ap-
peared in the Chicago Tribune of December
16, 1985:

Gipwitz Cran GENERATES GOOD BUSINESS

.(By Sally Saville Hodge)

Gerald Gidwitz speaks with mock self-
pity. He has started various businesses—
most notably Helene Curtis Industries Inc.
end Contlnental Materials Corp.—and
brought his family into them, ss any good
father would

"1 let them run the companies,” he said of
his sons Ronald, 40. chiel executive of
Helene Curtis, and James, 39, who, along
with his uncle Joseph, 80, runs Continental
Materials. “And they took my jobs away.”

But he shrugs It off with a grin: “So I just
start something else.”

At 79, when most men have long since
given up the grind for a life of leisure in the
Sun Belt, the patriach of these old-line Chi-
cego businesses ls actively pursulng bus!ness
and civie Interests.

On the business end, he has bought sever-
al small, elling farm equipment companies,
consolidating them In one plant for better
opersting mergins or greater productive ef-
ficlencles,

On the civic side, his interests range from
fighting Communlsm—through pamphlels
he wiites and his Involvement In the James-
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date _
Marc Tannenbaum
to David Harris
from . Debbi Hirsch =
subject Los Angeles Chapter |
Asian-Pacific Task Force
David Matnai, who is political counselor at the Israeli Fmbassy in Washington

D.C. met with the Los Ange1es Chapter's Asian-Pacific Task Force on July 15,
Mr. Matnai specializes in Asian Pacific-Israeli relations and has served for
many years in diplomatic posts in the Asian Pacific region. (His biography is .
attached).

Matnai gave an overview of the Asian Pacific area by first dividing the region
into three categories: 1) Moslem countries; 2) Communist countries; 3) others.
Concerning the Moslem countries, Matnai noted: a) Israel has had relations
with Indonesia; it has sold surplus planes to Indonesia; while Indonesia has
received Yassir Arafat, it has not permitted the opening of a PLO Office; b) 1In
the Maldive Islands, the PLO is in charge of the duty-free shops; c) Israel has
had relations with Malaysia in the past but now it does not; d) Afghanistan
has never had relations with Israel; while there had been a Jewish community
there, most have left. c) 1Israel has never had diplomatic relations with
Pakistan.

Concern1ng the Communist countries, Matnai said:

a) Israel was the seventh country in the world to recognize China, we]l before
the U.S. China now has "unofficial® relations with Israel. China and Israel
recently opened a telephone link, There is some arms trade between Israel
and China.

b) Israel had a diplomatic office in Saigon from 1973-1975.

c) Israel had had a non-resident Ambassador in Cambodia and then Opened an
official embassy which closed with the fall of Cambodia.

d) There have not been any relations between Israel and North Korea.

And with regard to the "others" category:

a) India - recognized Israel in 1950 on a de facto basis. There is no
Israeli embassy in India; there is a consulate in Bombay, not in the capitol,
Delhi; the reasoning for this is that there is a Jewish community in Bombay.
Since 1982 Israel does not have a full consul in India; there is a vice-consul
and Israel now hopes to be able to place a consul in India in the near future.
There is a fear that the Arab nations will change their attitude toward India if
India establishes too close a relationship with Israel.
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b) Nepal - the only South Asian country with full diplomatic relations with
Israel. There are cultural and technological exchanges between Israel and Nepal.
Because Nepal takes part in international peacekeeping forces, continued
relations with Nepal are important. There is a possibility of a visit of the
Israeli president to Nepal.

c) Burma - Israel's relations with Burma have existed since the 1950's even
when Burma cut off relations with many other countries. Israel is installing a
telephone system in Rangoon.

d) Thailand - a strong relatﬁdnship with Israel in the area of development.

e) Singapore - Israel and Singapore have a very healthy trade relationship.
They are in similar positions, both being surrounded by Moslem countries.
Singapore is in a sensitive position in that it receives ltS water supply from
one of these countries, Malaysia.

f) Hong Kong - Israel just opened a Consulate General; these had been for
many years an honorary consul who was a Jewish man from Russia.

g) Philippines - there is an Israeli Embassy in Manila. There had been some
joint agricultural projects with the Marcos government that were almost stopped
because of corruption. Since Aquino's presidency, such relations have been
resumed. The Philippines are like outsiders in Asia given their Catholic,
Latino orientation. Their attitude toward Israel in part stems from their
Catholic belief. '

h) South Korea - Israel and South Korea have diplomatic relations but the
embassy was closed because of budgetary reasons. South Korea now doesn't want
to allow Israel to re-open its embassy and has boycotted Israel in the manner
that Japan has. There are limited trade relations.

i) Japan - there are long standing diplomatic relations with Japan. Yet,
relations between Israel and Japan are not excellent. They are not worse
because of the U.S. positive relations with Israel and Japan's desire to
maintain a good relationship with U.S. Japan is new to modern international
relations and has suffered because of its lack of sophistication in Japanese-
Arab relations. The Japanese have been more pro-Arab and less pro-Israel.

j) Taiwan - by recognizing the People's Republic of China, Israel does not wavw
diplomatic relations with Taiwan. But communications between Israel and Taiwan
do exist. ; :

Matnai mentioned some papers that were put together by the ADL on Japan's
boycott of Israel which he says are excellent. He suggested that it was a very
appropriate role for the AJC to play in encouraging bridge-building between -
Israel and the Asian nations. He mentioned in particular that with Japan it was
important to stress the good relations Japan has had with Jews historically.

1 would suggest that the New York and/or Washington D.C. office(s) develop a
relationship with Mr. Matnai as he may be very helpful if we continue to pursue
outreach to the Asian Pacific region. His phone nunber at the Israeli Embassy
is (202) 364-5581.

Warm r@s .
7

DH :es
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Mr. David Matnai, Counselor
Israeli Embassy

3514 International Drive, N.W.
Washington, D.C. 20008

fels

Dear David:

I want to thank you on behalf of the Los Angeles Chapter of the AJC for
addressing .its Asian-Pacific Task Force last week. Your overview of Israel's
relations with the Asian-Pacific region was most helpful and we look forward to
drawing on your expertise in the future as we develop our outreach program to
this area. 1 have given your name to our national staff so they may contact you
as well,

I hope that you found the meetings w1th Asian Ieadersh1p useful. |In Los
Angeles, it was a good beginning for the establishment of local cchtacts and for
deve10p1ng a deeper understanding of the As1an commun1t1es and their concerns.

I Took forward to seeing you in the near future and hope that my new schedule as
a law student will allow me to come to Washington sometime soon.

‘Warm regards,

i

.

“Debra Hirsch _
Director of Community Relations

cc: Minto Keaton
Cathy Mendelson
Neil Sandberg
Robert Dasteel
Carla Singer
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The American Jewish
Committee

ATLANTA CHAPTER, 3355 Lenox Road, Ste. 880, Atlanta, GA 30326 (404) 233-5501

Augﬁst 2, 1988

TO: Charlotte Garson — Steve Selig - William B. Schwartz, III,
Dr. Cedric Suzman’

o
FROM: Sherry Frank 6(

RE: . Japan

I think you will be interested in the enclosed letter and articles
I received from Willy Stern, Tokyo Bureau Chief, Maariv regarding
Japan, Israel, and anti-Semitic books still being published.

cc: David Harris /
Mark Tanenbaum ¢~



X

The public

Hokuto Hille #4803
4-2-5 Tabats
Kita—-ku., Tokuo 114
JAPAN

(A3 Brz-3204
JAPAN )

‘ C July 7, 1988

Me. Sherrwy Z. Frank

Executive Directors Southeast Area
American Jewish Congress

3355 Lennox Road, Ste. 880
Atlanta, GA 30326

UsSa

Dear Ms. Frank:

I read with great interest a recent exchange of letters between
vou and Tadayuki Kimura of the Japanese consulate.

1 am an American Journalist based in Tokyos, and work as the Far
East correspondent for the Tel Aviv dailu newspaper Maariv.

Kimura’s letter of June 17 and uwour response of June 24 are
indicative of other dialogues now taking place between the
Japanese government. and US Jewish leaders. Such communications
are natural, but perhaps from my vantage point heres it might be
possible to put these matters into a wider perspective. You are
in a unique position to influence the Japanese covernment
because of uour obviocus interest in these matters.

The Japanese government is extremely worried about alienating
the US Jewish community, and wants. to ensure that the pro-lsrael
lobby does not Join forces with the "Japan—bashers." Hence, '
Himura’s interest in the AJC in Atlanta.

The Japanese are carryding out a public relations campaign with
the US Jewieh community that is as effective as 1t 1is insincere.

Returning to Kimura’'s letter and the recent vicsit of Foreign

Minister Uno to Israel, Kimura indicates that he ic expecting

"longterm and fruitful results from this epoch-making occasion. "
In fact, the Japanese government, as you can see from my

enclosed article from The Asian Wall Street Journal, has gone to

great lengths to ensure all ‘involved (except the US Jewish
community) that the trip is in no way a sign of friendliness to
Israel. ) '

Kimura indicates that Japanese anti-Semitism is & one—time
phenomenon with no historical precedent. In fact, Japan has a
long history of anti-Semitic literaturs, f particularly
viecgious cycle of anti-Semitic books hit Japan in the late
1930w, & fascism ﬁdse to prominence in the years before Pearl
Harbor. : -

vt gy o Liesy PG L e L.




Kimura indicates. A book released last month by the most
prolific of Japan’s anti-Semitic authors, Masami Uno, is alreadu
a best-seller. Such books are =£till so popular that one major
publiehing house here _just compiled & "Reader’s Guide to Jewicsh-
oriented Literature” now availatk in Japan. Contrary to
Kimura’s claimy, Japanese bookstores =till have "Jewish cornérs, "
and sales remain high.

To the very limited extent that Japan has reached out to Israsl
and Jewish concerns, they have done so because of pressure from
the US Jewish community. As such pressure wanes, =o will the
willingness of the Japanese to respond to cur overtures. The
Japanese look to Jewish leaders like uourself for guidance. Let
us acknowledge the limited progess that has been made, but
continue to take them to task where they fall short.

" Pu way of bhackground, I have enclosed a few other recent

articles. If_I can be of further help, rpleacze let me know.

Sincerelys.

41/%4?’ j %ﬁ_\

Willy Stern, Tokuo PRureaw Chigf
Maariv '

encl.
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]apan S Mlddle Eastern (P R.) Campalgn

i By WILLY STERN _

"TOKYO - Japa.nes'e Foi'éign Minister
" Sosuke Uno leaves today on. a Middle
Eastern trip that will include a stop in

Israel, less a gesture of friendliness to-’

ward Israel than an effort to establish a
political identity independent of America.
Japan's emergence as an economic super-
power and its perception that America's
stature has suffered a decline has led Jap-
anese officials to start venturing forth,
somewhat timidly and at times clumsily,
into the international political realm. The
Middle East, according to one Tokyo cor-
respondent, is “‘useful as a kindergarten
for Japanese diplomacy." Like a little boy
with a new baseball glove, Foreign Minis-
ter Uno is hanging around the field, hop-
ing that the big boys fmally will ask him
to play.

Japan has invited the Americans to
view Mr. Uno's visit as proof that rela-
tions with Israel are improving. But re-
cent events in Tokyo show clearly that Ja-
pan's Intentions of moving closer to Israel
are at best halfhearted, more likely just
an exercise in public relations.

Thus far, Japan has walked a tight-

rope, cleverly using Mr. Uno's trip to win

praise from Arabs and Jews alike. Japa--

nese Foreign Ministry officials, worrled
about pressure from the pro-Israel lobby
in the U.S., originally implied that the vi-
sit is part of Japan's efforts to Improve
relations .with Israel, (The Jerusalem
Post, falling for the bait, reported May 11
that the trip Is a '"dramatic break-
through.”) Yet Foreign Minister Uno as-
sured Syrian Foreign Minister Farouk al-
Shara at a May 31 dinner in Tokyo that
“there has been no change in Japan's pro-
Arab Middle East policy.” Mr. Uno told
Mr. Shara that he was visiting Israel to

"Nakayama, a friend of Israel,

enhance Japa.n s dlplomatic stature in the

' Middle East. - _
Of course, Mr. Uno's 24-hnur vislt the

first ever by a Japanese minister to Is-
rael —breaks a major psychological bar-

rier, and in that sense has to be a plus for.

Israeli-Japanese relatlons. But little else
can be expected in the way of improving
bilateral ties. Mideast analysts In Japan
expect Mr. Uno to use the trip as a
forum to grandstand for Palestinian and
Arab causes. Mr. Uno himself told the Ja-
pan National Press Club June 10 in Tokyo
that the historic trip does not mean *‘even
a slight change” in Japan'’s Mideastern

policles, which, he added, In principle sup-
- port the Arab side. i

Now, critics have long scored Japanese
foreign policy for reacting to world events
rather than trying to shape them. Japan's
initial foray onto the Middle Eastern stage

tinians in the Gaz.a Strip and 'Mast
Bank.

Policy seems lo:be no different. For-

‘eign Minister Uno recently was asked why

_Japan remains one of the few industrial-

~replied,

T

.ized countries in the world that refuses to

condemn the Arab boycott of Israel. He
“Japan believes that trade and
other commercial activities are most ef-
fectively conducted by the autonomous de-
cisions of the private sector.” Anyone
even remotely familiar with the intimate

" links between government and business in

Japan will find Mr. Uno's response almost '

“larcmal for its Inaccuracy.

On the business side, too, 'allthough'

there has been some tentative movement

has been no different. After Arab embas- =~

sies here responded negatively to the an-
nouncement of Mr. Uno's Israel visit, a
spokesman for the Japanese Foreign Min-
istry quickly *‘clarified”” Mr. Uno's senti-
ments: “Foreign Minister Uno's trip to 1s-

" rael must not be viewed in terms of bilat-

eral Japanese-Israeli issues. We already

"have full diplomatic relations with Israel

and have no reason to improve ties."

A better Indication of Japan's attitude
toward Israel came last year after the re-
cently appointed minister of posts and
telecommunications, Masaaki Nakayama,
began making plans to visit Israel. Mr.
finally
called off the trip after receiving strong
advice from top Liberal Democratic Party
aides. As for Mr. Uno's trip, efforts are
underway to set up a meeting between the
Japanese foreign minister and the leader
of the Palestine Liberation Organization,
Yasser Arafat. Mr. Uno also has ex-
pressed his hope of meeting with Pales-

toward Israel in the last 18 months, most .

major Japanese companies continue to re-

fuse to trade dnrectly or openly with Israel

today. Also, there is the issue of anti-Se-
mitic literature currently popular in Ja-
pan, something that Mr. Uno will likely be
asked about during his time in Israel.

Curiously enough, the Israeli govern-

ment has been a willing player in Japan's
efforts to publicize Improving relations

" between the two countries. Why? First, Is-

-raeli officials in Tokyo -are intentionally

overstating the supposed “breakthrough"
in trade relations so that Israeli business-
men will at least look at the Japanese
market. Second, some Israeli officials
with career interests.in mind are trying to
grab credit for a “breakthrough" that
has, in fact, yet to occur.

The decision to: include Israel on Mr.
Uno's six-day Middle Eastern trip was ta-
ken specifically so. that Japan would be
seen as touching base with all interested
parties in the Mideastern peace process.
Thus Mr. Uno also will visit Syria, Jordan
and Egypt in the following week. The
main goal, as far ‘as anyone canm see,

. firm continues to boycott Israel,

is to help ensure access to both energy
resources—70% of Japan's oil imports
come from the Guif-and an export mar-

-ket that brought Japan $20.2 b|limn last

year.

As for business with Israel, even
though virtually every major Japanese
some
small- and medium-sized companies re-
cently have opened trade links. Japanese
officials are only too happy to point out
that in the first three months of 1988 Is-
rael's two-way trade with Japan rose to

- $266 million, up 63% from $168 million for

the same period last year. But these offi-
cials usually fail to add that booming Im-
ports of diamonds'by the cash-rich Japa-

‘nese account for much of the increase.

If Japan is truly interested in improv-
ing relations with Israel, there are some
obvious steps to (ake For example, Japan
could:

. o condemn the Arab bcycolt of Israel
as an impediment to free trade;

e stop advising large Japanese firms
to "be cautious' In dealings with Israel;

@ sign an economic agreement with Is-
rael;

o allow a minister to visit Israel and
only Israel;

® encourage Japanese firms to trade
with Israel as they would with any other
country in a free market. ;

All of these steps have been rejected by
the Japanese government. And Japan has
somehow failed to realize that it will
never be taken seriously as a player in
world politics until it develops a foreign
policy that rises above halfhearted re- .
sponses to the latest economic pressure.

Mr. Stern is the Tokyo correspondent
Jor Magariv, a dmty newspaper in Tel
Aviv.

-
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]apan S Free—Trade Charade

By William M. Stern

TOKYO — The Toshiba Machine
Company gave new meaning to the
term ‘‘free trade” when it was dis-
closed that .it had shipped sophisti-
cated submarine propeller parts ille-
gally to the Soviet Union. -

. Lobbyists from the parent compa-
ny, Toshiba Corporation, have de-
scended on Washington to try to re-
move from the omnibus trade bill a
retaliatory clause that would ban the
sale of all Toshiba products in the
United States. But before we are
overwhelmed with sympathy for the
parent company — which apparently
had no knowledge of the furtive trad-
ing activities of its subsidiary — let
. us keep in mind that Toshiba has’
flatly refused to trade with Israel.

. One of Japan's best kepl secrets is
that virtually none of its major trad-
ing houses nor large commercial

- firms will do business openly with Is-

rael. These are the same companies
that have launched a large-scale lob-
bying effort in the United States
against protectionist legislation, pos-
ing as the champions of free trade.

The reason for isolating Israel is
simple. Most Japanese trading com-
panies adhere to the Arab boycott,
which states thal any company that
trades with Israel cannot sell to an
Arab company. The United States
and most European countries have
passed laws making it illegal to com-
ply with the boycott.

.No so in Japan, and Toshiba has
been one of the worst offenders.
Early in 1986, the Israeli Ministry of
Communications approached
Toshiba 1o buy mail-sorting equip-
ment. Toshiba officials told the Isracl
Governmenl it did not trade with Is-
rael. lsrael eventually bought the

William M. Stern writes frequently on
international econtmic issues.

same machines through a third party
in the United States. Toshiba even
warned its worldwide distributors
that their franchises would be can-
celed if they were found shipping
products to Israel.

Toshiba is not alone. Other Japa-
nese firms that openly discriminate
against Israel include Nissan, Toyota,
Mazda, Mitsui, Mochida, C. Itoh, Nip-
pon Steel,
Tokyo publicly claims it does not ex-
ercise any influence over the trading
activities of the private sector, which
supposedly acts independently of
Government dictates. In fact, the op-
posite is true.

Unofficially, the Government dis-
courages Japanese firms from trad-

Hitachi and Sumitomo. -
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It honors the

anti-Israel
boycott.

ing with Israel, and in so doing it sub-
verts the system of free trade that
benefits all nations and puts other
countries that refuse to abet the Arab
boycolt, like the United States, at 'a
compelitive disadvantage.

Japanese trade officials admit that

.Japan's strict compliance with the

boycott stems from a fear of a cut-off
in Middle East oil supplies and a de-
sire to increase business with Arab
nations. A striking feature of Japan's
policy has been the forthright expla-
nations of why the Japanese say they
cannot trade with Israel. Such admis-
sions are rare outside Japan since the
excuses for compliance with the boy-
cott arc usually lame and deceitful.
Trade between lsrael and Japan

thus remains negligible in proportion

to the total foreign trade of each coun-
try. Last year, Japan imported about
$300 million worth of Israeli gnods,
mostly uncut diamonds. Israel im-
ported slightly less than that from

- Japan. Japanese exporters, when ap-

proached by potentia] Israeli custom-
ers, frequently say they cannot sup-
ply the desired goods. Moreover,

-Japanese-regisiered ships do not call

at Israeli ports, Japan Airlines does
not land in Israel and Japanese banks
refuse to finance trade with Israel.

Long ago, major American firms
like Coca-Cola, Hilton, Ford and
I.B.M. called the Arabs' bluff. Today
the boycott is ignored by Pacific Rim
countries, including Hong Kong, Tai-
wan and Singapore. Only Japan and
South Korea follow the Arab line.

The publicity given to the recent
spate of anti-Semitic books and anti-
Semitism in general in Japan has
raised fears here of a backlash
against Japanese products in the
United States. lronically, a common
theme in the literature warns against
the economic prowess and political
power of the worldwide Jewish com-
munity, If the Japanese are worried
about the influence of the American
Jews, they inay be more willing 10
make concessions on the boycott, but
only as a public-relations ploy.

The trade bill before Congress is a -
perfect opportunity for American
lawmakers to test the Japanese atti-

_tude toward free trade, toward eco-

nomic morality and toward lsrael.
The Japanese Government should be
asked first to issue a public statement
condemning the boycott and then to
begin encouraging Japanese firms to
open trade links with Israel. - ’

If the Japanese refuse, their claims
to be free traders will ring hollow. As
Japan takes its seat at the table of
world economic powers, it musl also
take moral responsibility for its ac-
tions and see that fairness and de-
cency are applied to irade. ‘0




itself last year churning out ari
icles with Tokyo datelines out: i
lining the “widespread anti-"
Semitism” in Japan. But aclos-.
er look at the Jewish issue in /@8
Japan reveals a society with" |
120 million people and only
about 150 Jewish families.’

Mideast scholar and literary’
critic Takeshi Muramatsu

points out “most Japanese.
don’t know what a Jew. is,
would not know if they met

one and don’t know what the §
‘Jewish problem’ is. “In fact,
Japan actually enjoys a long’
history of goodwdl toward
Jews.

In the period leadmg up
to World War Il, Japan as-
sisted European Jews in es-
caping from the Nazis. That §
the Japanese only paid lip- @
service to the Nazis's anti- '
Semitic policies became ap-
parent at the end of the war
when newspaper editorials
in Japan openly rejected the
failed ideas of Adolph Hitler,
anti-Semitism among them. . .~

A pre-war project to estabhsh a ]ewwh commumty in”
Manchuria, called the “Fugu Plan,” resulted in 20-30,000 Jews
finding haven in Japan. During the summer of 1940, the head of
the Japanese consulate in Kovno, Lithuania, Senpo Sugihara, at

great personal risk, issued transit visas to thousands of Jews, =
mostly Poles, enabling them to escape the Nazis for the Far East.’

Jews as Scapegoat

So why anti-Semitism now? In a recent study on the
Japanese attitude toward Jews in the modern world, Debbie
Krisher concludes that, throughout history, anti-Semitism has
emerged whenever Japan faced some anxiety over an outside
threat whichit could not adequately explain. She points out that
the Jewish conspiracy theory seen in the book boom actually

- | iadge] e an
| n,;he ]a esexhavesheld

fi| toward the I'é‘ivs since the

Taisho Era’ (19]2 -25).”

\ Hmtoncally, whenever
Japan. has felt .threatened

from the out51de, the Jews

] lengsmpegoat Krisher ex-
v p]ams that anti-Semitism in
B, Japan 1s actually a veiled
8 attack on the-US,, or the
; West It has pslbeenrnore

threatemng group

# i‘i.v'Ihe “current anti-Semi-
.' hsmts in many ways a reflec-
hon of “Japanese anxieties
over” the' West’s reaction to
4| |Japan’s phenomenal eco-
3,8 nomicachievements. Krisher
explams “Itis also ironic that
. whenever anti-Semitism
8 ) | reared its head in Japan (and
W then subsided), its cause was
invariably tied to the same ir-
; rational suspicion, fear and
“hatred that the ]apanes;- themselves have been subjected to in

'_the wake of their postwar economic success.”

A similar wave of anti-Semitism swept over Japan before
World War 1I, when the Jews were blamed not for Japan's

- economic ills but for the introduction of dangerous ideas that

threatened to dilute Japan's pre-war spiritual ideals. Masanori
Miyazawa, professor of history at Doshisha Women’s College in
Kyoto, says the verbal war against the Jews in Japan in the 1930s
was violent. “For some intellectuals, anti-Semitism held a fasci-
nation as an ideology capable of moblhzmg anation indanger,”
he explained.

The great irony surrounding the Jewish “problem” in Japan
is how similar the two cultures actually are. When Japanese
view Jews and vice-versa, respect has often been confused with
envy; admiration has been mistaken for disdain. Both groups
place great emphasis on education, the family, hard work, and
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“equiate

tangible sticcess. The provell:
bial Jewish mother has beenf
ed=with ‘thegkyoik” |
who ' constantly, pushes™
her children to study. :* - |#

An insightful analy-. |H
sis of the anti-Jewish lit-- JRE
eratureboom was filed by §
Newsweek magazine’s.
Tokyo correspondent:
“Ironically, the very same [
terms are currently being §
used against the Japahese
around the world; that
they are shrewd eco- |
nomic animals. But if the§
Japanese could fall- for g 7
one of the oldest canards @t
in Western culture, per-
haps they're not asj§
shrewd as the rest of the
world thinks.”

The great tragedy of §
the two cultures is that g}y
despite their tremendous
achievements, they have
both remained outsiders
in the Western world. &g
prominent scholar of§

they both “...evoked admiration but more often generated sus-
picion, fear and hatred. Anti-Semitism and anti-Japanism have
derived from the same irrational fear of the successful stranger.”

Case of Misunderstanding?

At the heart of the confusion over whether the Japanese are
anti-Semitic by nature or not is that actions not considered anti-
Jewish by Japanese people are clearly interpreted as such by
Jews. The best known of the anti-Semitic authors is Masami
Uno, who, capitalizing on Japanese xenophobia, claims in
numerous best-sellers that the world is dominated by anti-
Japanese Jews who are conspiring to control the world. Yet, ac-
cording to Matsuo Yamahira, chief editor at Tokuma Shoten
(which has published four of Uno’s works), Uno is not an anti-

: : L gatiTRe.
both Japanese and Jewish history, Ben-Ami Shillony, points out .

§M Semite. * “Uno himself recog-
 nizestheintelligenceand intel-
B lectual "advancement of . the
‘% - Jewish ‘people and respects
¥ them. He has many friends in
A Israel, ” Yamahira says. *
1! . . To a Jew even- remotely
familiar with Uno’s work, it is
preposterous to think of Uno
as a friend of the Jewish
people. Anunfortunatelack of
understanding of the Jewish
people by the Japanese is re-
sponsible for the confusion,
explains Rabbi Michael ]J.
Schudrich, the spiritual leader
of the Tokyo Jewish commu-
nity. He says the anti-Semitic
books are nothing but lies, but
they have been pressed upon a
culture without the appropri-
atebackground orinformation
to recognize them as such.
Rabbi Schudrich calls the anti-
Jewish books a kind of “mind-
rape.” Another poignant ex-
ample of the misunderstand-
ing of the two cultures oc-
curred in November 1982,
when the Seibu Department
Store drculated an article on places of interest in New York. It
stated, “There are many Jews in New York, so many that New
Yorkissometimes called’ Jew York.”” Theauthors of thecircular
were apparently ignorant of the inappropriate and offensive
tone of their comments.

So, what is to be done? Many Japanese scholars claim that
the Jews, and Western press, have over-reacted to the anti-
Jewish book surge. They say that the books are read out of
curiosity, much like novels, and are not taken seriously. One
Japanese Middle East scholar was sure the fad would fizzle out
soon. There is clearly an interest in the Jews, he says, but this
should not be taken as anti-Semitism.

Others disagree. Another Japanese Mideast scholar,
Akifumilkeda, of the Tokyo Institute of Developing Economies,
warns that the phenomenon of anti-Jewish literature is too
ominous to be dismissed as a mere “fad.” He hasurged academ-
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ics in Japan and elsewhere to speak out
against what he terms “venal racism.”
But few have done so.

Others believe that, as anti-Ameri-
canism becomes more acceptable in Ja-
pan, it will no longer be necessary for
some Japanese to vent their anxiety on the
Jews as a symbol of the West. This theory
predicts that henceforth the attacks will
leveled directly.

Professor Muramatsu says the books
do not necessarily reflect Japanese atti-
tudes towards the Jews but that traces of
Nazism have survived. This also worries
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Plethora of polemics

the Jewish community. Rabbi Schudrich
agrees that the current anti-Semitic trend
may just be another passing wave, buthe
wonders if each wave doesn’t further
distort the image of Jews in the minds of
many Japanese. He says a constant flow
of information is necessary to bridge the
information gap between the Japanese
and the Jews. Then, maybe next time, the
Japanese can put the Jewish issue in
proper perspective.

One long-time Jewish resident in
Tokyo recalls this lesson from traditional
Jewish law: “Crime starts out like a lamb
butifleftunchecked growsintoalion.” B

and an “international Jewish conspiracy”

nomic problems. Eighty-six such books
are now in drculation. Over one million

1book sales in the last 12 months), mosﬂy

B oo accel';.'ted
insome financial circlesin
- market "crash ‘was engl
18 neered by the ]ews w

3
s il _J

= The Kobe synagogu

year. — il
s An ultra-nght wmg
gxoup began hanging red
posters with black swasti-*
M kas in subway stations in ;
central -Tokyo. . this past
summer.+

found in the anti-Semitic -
books, the postermssage

the soaring land prices in Tokyo and
- warnied that “Japan must be protected -

_refused to take action agamst the group

.nese dictionaries reveal few “neutral”

[ from mildly offensive to extremely anti-
* Semitic.

"definitions describe Jews as ‘misers,’
i pawnbrokers,” ‘stingy,’-

- great pressure was applied by the US.-

Japanese - government

-
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- Ant:-Semxhc hterature has pmhfmted! ;

has been blamed for Japan’s current eco- ° i . o .,'
= The }apanese media, wnth the_.
“”u.nofﬁcm.l complicity of the govern-
ment, does not publish articles that could -

copies have been sold (1%, of Japanese
' damage Japanese-Arab relations or em-"

to middle and hxgh-ranl; :
mg company employees =~ eign Minister Tadeshi Kuranari issuied 4.

.. statement - condemning - anti-Semitic -
, books inJapan, his comments were hand-

| Japan that&uereoent stock”:'

wa.sdsea-ated with anti- -

.| Semitic gmfﬁh early. last
| 7 i fatradenegotiation, whichisa warning to
* beware."The wluspered comment is "He ;

2. ZRepeating -
chauvnushc themes often“”jor years studied secretly with a Tokyo-

held Jews responsible for -

= -Acade:mc deﬁmhuns of “Iew in ]apa-

“An example of anti- Semitié

etc., - without -
* bothering to note that these are extremely
;offensive,” writes Eve Kaplan, who led a -
pro;ecl malung @ comprehenswe analy— :

-Itwas notunh] over ayea.ra.&er the anti- _;
- Semitic books became best-sellers - and *

“Jewish community - that the Japanese

government -issued "a statement con-
- demning the book boom. Meanwhile, the
continues
“unofficially” to advise major Japanese

Antl Semlhc Ewdence’
qnd Inmdents e

compamas not todobusmess ope.nlymth' -

lsrael

- barrass Arab interests.”(When then-For-

% delivered to }emsh leadersinthe US. but

: have crept into common  usage in Iapan.
]apanese businessmen have a custom of -
qmeﬁy:denhfymg someoneasa  “Jew” in .

"mustbea ki toichi.” (Kyu means9and -

ichi means 1; so 9+1=10. Ten is pro-

nounced j’yu (llke Jew) ol —

e Although the Emperor" s younger son |

Prmce M.tkasa, is a'Hebraic scholar who

‘Tabbi, this fact was successfully covered ™
.up by ‘the Imperial Household _Agency
and Foreign Ministry.” They were con-
‘cerned its disclosure might alienate Arab
leaders on whom }apan depends for oil

- from outsideraces.” Japanese police have ™ “supplies. " ¥ . 0.7 .
23 -Dr. Machlrbl(lyoshlgo, profeg;sor afthe

Old Testament at the Japan Lutheran
" Theological College, notes many Japa-

definitions, while the majority range nese businessmen return from dealings

abroad with Jewish businessmen with
their pre-conceived notions confirmed.
He explains other factors have contrib-
. uted to anti-Jewish attitudes in Japan, in-
.cluding stereotypes in literature such as
_.Shakespeare’s Merchant of Venice , and -
. negative ideas and atumdes in textbooks
and the mass medla.

,-"_ A, mnference_of the wqu_d's ancient
cities was held in Kyoto late last year but
~-Jerusalem , was not -invited. - After
Jerusalem’s exclusion was queried, it
became apparent that it was a political
decision by the Mayor of Kyoto, who was

“receiving his instructions from the Japa-
nese Foreign Ministry. B :

“failed to appear ih'z_l_s_i_ryglg_]_apqne?é- r '1-:
: amzenev-'s‘paper) e e o

- More si.xbtle forms of anti Semmsm,' 1
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U.S. trade'ball fears lead

f|rm to.seek Jewmh support

By Wlllr m.rn

mm!owwmmmmm

Thc decision by major Japanese

_ electronics manufacturer Toshiba

Corp. to close its Kuwait office
effective last October was made in

. large part because of the firm's

“increased sensitivity’ to the

- American Jewish community, ac-

cording to- a high-level Tosluba
consultant,
The history behind the decision

* démonstrates- how .oné Japanese

company begrudgingly acknowl-
edged it can no longer blindly
follow the dictates of the Arab
boycott of Israel with impunity.

(The Arab boycott states that
any company that does business
with Israel cannot also trade with
an Arab company. The U.S. and
most European countries have
passed laws making it illegal to
comply with the boycott, but th.ts
is not so in Japan.)

Toshiba Corp. has been !ookmg
for goodwill in Washington D.C.
because the present U.S. trade bill
— which President Reagan has
vetoed — contains measures that
would pumsh Toshiba for the
actions of its subsidiary, Toshiba
Machine Co. hich last year was
caught illegally selling to the So-
viet Union machines that are used
to make submarine propeller
paris. The Japanese government
has also been seeking to improve
relations with Israel, culminating
with a visit by Forcign Minister

Sosuke Uno to Israel in late June.

Toshiba Corp.’s history.of com-
pliance with the boycott has been
well publicized in the U.S,
Toshiba 'has been worried that
Capitol Hill's “Japan-bashers”
might join hands with the pro-
Israel lobby, reports Professor
Yoshihiro Tsurumi, a Japanese
political commentator now living
in New -York, who acts as an

unpaid consultant to the Japanese .

government and many Japanese
firms including Toshiba. Tsurumi
told The Japan Economic Journal
that political considerations in the
U.S. were the “averriding factor”™
in Toshiba’s decision to close the

. Kuwait office. _ ) )
A Toshiba spokesman in To-

kyo, however, claimed that be-
cause of the firm's dropping vol-

- ume of business in Kuwait, an

office there was no longer war-
ranted. In truth, sources at
Toshiba say that the fall in oil
revenues has been responsible for
a 50% drop in Toshiba's 1987
sales volume in Kuwait from
1986.

Toshiba’s denial is a revealing
manifestation of the dilemma Jap-
anese companies are just starting
to face’ in the -Middle East. If

- Toshiba is perceived to be shun-

ning the Arab market in response
to pressure from the American
Jewish community, the firm be-
lieves its massive trade with the
Arab world could be jeopardized.
But Toshiba also knows that its

pro-Amb po!tcy in the M:ddle
East now may have wnder

- lmphcauon&
. (Il'l 1986, Toshiba flatly refused -.

to sell mail sorting machines to the
Israeli Ministry of Communica-

- tions, although Israel eventually
bought the same machines -
through a third party in the U.S..

Toshiba even warned its world-
wide distributors that their fran-
chises would be cancelled if they
were found shlppmg products to
lsrae]) "‘: CO A

¥

The leveragc that the American

Jewish community has over
Toshiba is considerably larger

than that with the other large
Japanese companies, - because of

the punitive measures versus
Toshiba in the trade bill. Except
for Mitsubishi Motors, which last
autumn agreed to begin selling
cars in Isracl, most other large

- Japanese firms continue to adhere
.to the Arab boycorn. £

Toshiba officials have one eye
on the Arab market when they
explain: “We have in no way
ceased to do business in Kuwait
and Kuwait will now be serviced

. through our Dubai office.” But

with the other eye on the pro-
Israel lobby in the U.S., Toshiba's
top-level management was “only
too happy to close the Kuwait

office at this nme. a_wording to
" Tsurumi. '

Toshiba’s rwo-faced policy has
only led to confusion in the U.5.
The company has retained a pres-
tigious New York law firm,
Mudge, Rose, Guthrie, Alexander
& Feldon, to coordinate its lobby-
ing effort in the U.S., but the law

ﬁrm was unaware that the Kuwait

office had been closed until con-
tacted by The Japan Economtc
Journal.

Against u'us background comes

“the announcement that Foreign

Minister Uno will visit Israel in
late June. This visit is being inter-
preted by Middle East analysts as

a sign of Japan's political matu--

rity, and not necessarily as a sign
of friendliness toward Israel.

On a postive note for Israel-
Japanese trade relations,” Uno's
24-hour visit — the first ever by
a Japanese minister 10 Israel —
breaks a major psychological bar-
rier, But little else is expected from

‘the visit in terms of improving

relations between the two
countries.

The decision to include Israel .-

on Uno's six-day trip was taken

interested parties in the Middle
Easi peace process. Uno’s decison
to visit Isracl came at Japam's

initiative, 3o that Japan could
become a “player” in the peace

process, -

Uno will also visit Syria, Jordan |

and Egypt between June 22-27.

* Although Israeli officials are pub-

licly hoping that Uno will make
& constructive contribution to
peace in the region, they remain

. worried that Uno might use the
- visit as an excuse to grandstand

for the Palestinian cause. Efforts
are already underway to set up a
meeting between Uno and P.L.O.
leader Yasser Arafat,

Israeli Ambassador to Japan,
Dr. Yaacov Cohen, termed Uno’s
visit a “significant move." Like-

_Toshlba worried about its pro-Arab image

wise, a spokesman for the Japa-
nese Foreign Ministry said that

_the trip is part of the recent

improvement in relations between
Israel and Japan, a country that
has recently come under fire from
the U.S. for practicing diplomatic
and. trade discrimination against

Israel. (In the last 12-18 months,

the Japanese government has
made a concerted effort to im-
prove ties to Israel, in part because
of pressure from Washington

- D.C)) But the Japanese official

said it was unlikely that Uno

- would discuss bilateral Japanese-

* Israeli issues, like compliance by

|

- specifically so that Japan would be |
seen as touching base with all |

major Japanese firms with the

.Arab boycott.
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Thomas Kadomoto
7635 North 46 Avenue ' Telephone
Glendale, Arizona 85301 (602) 272-2112

January 16, 1988

Rabbi Robert L. Kravits, Director
The American Jewish Committee
4710 N 16 Street #117

Phoenix, AZ 85016

Dear Rabbi Kravitz:

Thank you very much forlyour ietter'of the 13th and your
kind and sincere concern over what the Governor said.
Thank you also for supporting.the claims of those incar-

cerated in camps during WW II.

Fortunately, I was already in the Army before the War.and
later in Gen. MacArthur's HQ, so I did not experience the
hardship others endured here at home, including my wife. I
am a native Arizcnan, represénting.the Japanese Government

on an honorary capacity.

While Japanese Americans of 2nd, 3rd & 4th generafion in
U.S., are for the most part unaware but, ironically the
expression '"big round eyes' is used in Japan'about a young-

ster (even adults) for being pleasantly surprised.

Again thank you very much for your concern and moral sup-

Sincerely, . __=:§%fi*—*—-

port.
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THE AMERICAN JEWISH COMMITTEE

date
to
from

subject

January 19, 1988
Eugene DuBow
Ernest H. Weiner

Washington consultation on Japan, February 3

As we discussed this morning, Nathaniel Schmelzer, our chapter's
Foreign Affairs Chairman, and I will participate in this one day
consultation. Carl Pearlstein, who established the "Ernest Weiner
Fund", views the Japanese problems as priority subjects and has
expressed to me his determination that funds from the Ernest Weiner
Fund be used for such activity. : -

- Since there has been no report of activity of* any disbursement of

funds,it is imperative that some activity be identified clearly

as being supported by funds from the Pearlstein contribution. Carl
is pleased that we shall be attending the consultation and this
will confirm thdt my expenses should be paid for from the Ernest
Weiner Fund.

Best regards,/ﬁ_ !

s .f

A

cc: William Trosten
"Marc Tanenbaum
David Hapris .7 .J<7
~Ph111p Sham;s TG
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4 Committee

San Francisco Bay Area Chapter, 121 Steuart Street, Suite 4b5. San Francisco, CA 94105 (415) 777-3820

January 19, 1988

Akio Morita

Chairman and Chief Executive Officer
Sony Corporation

607035 Kitashinagawa

Shinagawa-Ku

Tokyo 141, Japan

Dear Mr. Morita,

Please accept our most sincere apprediation for your letter of November 13. As I
have been traveling extensively since late November, I must ask you to indulge the
delay in my response. '

The very positive meetings which you described were also brought to my attention by
members of the Israeli delegation and American Jewish business leaders who are active
with the American Jewish Committee and who are informed by their associates in Israel.

We have also learned from Ambassador Cohen that the Keidanren hosted dinner and re-
ception were indeed productive and informative sessions. I am not aware of specific
business arrangements which were developed as a result of the Israeli delegation's
meetings in Japan. However, all the signals seem to suggest that such business activity

can indeed be anticipated.

As of this date, I have not heard of any specific concerns which should be shared with
you and your colleagues at Keidanren. . However, in all candor, there is a genuine feel-
ing that movement to establish a strong and continuing business relationship between
Japan and Israel will be of significant mutual benefit.

Be assured that I shall keep yod-alerted to developments and suggestions which I believe
can be productive to strengthen the relationship. And again, let me express our appre-

c;a;iqn_fobﬂyour thoughtful help.

C?ﬁdfallv,' I i § ' ;:lt¢tﬂ4i4éhﬁxxamLz
Lol il '

Ernest H. Weiner _ cc: Nathaniel Schmelzer
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