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FOREWORD

| hope this collection of my shart essays, originally
published weekly in the Sin Chew Jit Poh Sunday Edition,
will serve a useful purpase.

The essays are published here in English and in Chinese
in one volume. They are thus made available by the publis-
hers to the English educated, the Chinese educated and those
who are bilingual in both.

| hope one day they can be transiated and published
in Malay as well,

LIM CHONG-YAH

University of Singapore
Bukit Timah Joint Campus
25th October 1978
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IS JAPAN ON THE ROAD

TO FULL-SCALE RE-
ARMAMENT?*

Recently the Japanese military commander-in-chief was
sacked for his hawkish public ultarances. He is, however, not
the only Japanese hawk around. There are an increasing num-
ber of them in Japan today both inside and outside the Japa-
nese self-defence armed forces. The hitherto pacifist mood in
Japan has changed and is likely to gain momentum.

Why is it that there are an increasing number of Japanese
who have become militant, who want their country to build
up her defence capability? The answer lies in what appears to
many Japanece as the decline in American military power in
the Far East. Added to this is what many of them regard as
the increasing military might of the Soviet Union.

The Americans Jost the war in Vietnam. They withdrew
their military forces from Thailand. They would like to
withdraw militarily from South Korea, They have increased
their diplomatic contacts with the People’s Republic of
China, putting Taiwan, their staunch ally and supporter,
in a quandary.

To many Japanese, the Korean Peninsula is like a dagger
pointing at Japan. If South Korea falls, then the military
threat to Japan becomes real and too serious . Some Japanese
have thus advocated more military preparedness as a precaut-
ionary measure.

* Published on August 6, 1978,



The fear of Russia and her military might is also real.
Some Japanese professors told me recently that, should Ja-
pan sign the peace treaty with China with the anti-hegemony
clause, the Russians might even occupy Hokkiado. The Ja-
panese could do nothing about it if that happens. They are
completely helpless militarily.

Other Japanese experts have pointed to Russia’s massive
military built-up in the Far East. One Japanese economist
claimed that the Russians would soon be spending 25 to 30%
of their GNP on military expenditure from the present level
of 20%, whereas Japan has been maintaining a constant 1%
of GNP in defence for the last 23 years.

Japan has been able to rebuild their ravaged economy
most miraculously after the War. Today, she is almast equal
to the Societ Union in terms of GNP. In one or two years
time, she will no doubt clearly exceed the Soviet Union eco-
nomically. Japan will very soon have the second largest eco-
nomy in the world. Her technology and organization are not
only by far the most advanced in Asia, she also surpasses
those of most advanced Western industrial societies. Indeed,
in terms of GNP, in 1950 Japan constituted only 4% of the
US GNP, in 1960 this went up to B%, in 1977 it increase to
45%, and by 1990 it would reach 60% of the GNP of the
USA. If both countries grow at the rates they have been
growing in the past ten years or so, Japan might even one day
have a GNP as large as that of the USA.

Why should such an economic giant be so helpless in pro-
tecting herself? Why must she continue to depend only on a
what seems to some Japanese an uncertain U.S. for protect-
ion militarily? if Germany, after two Wars, had to re-arm
again, why not Japan? indeed, Japan can easily arm herself to
the teeth with the most modern of weapons within six
months to two years. The problem not to re-arm is purely po-
litical, not economic or technological. A giant economy,
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based on an advanced technology and organization, can be
easily converted into a giant defence system.

In my view, the question currently facing Japan is not
whether to spend more or not to spend more on defence.
Without doubt, she will spend more. She will spend much
more with nuclear deterrent if circumstances compel her to
do so. By the next century, if not even by the 1980's or even
1980's, we in Southeast Asia, whether we like it or not, will
have to live with a new Asian military giant. Japan will no
longer be cantent to remain as an economic giant only. | only
hope and pray that events will prove me wrong. If events
prove me right, may | hope and pray that a fully armed Japan
will help to tilt the military balance in the Asia-Pacific region
in favour of peace. Whatever it is, and for better or for worse,
1990's if not 1980's will witness the dawning of a new erain
the Asia-Pacific region with Japan assuming a much more im-
portant military role and posture.

A racket unit of the Ground Self-Defense Force of Japan parades before the
reviewing stand during the annual military review held at Camp  Asaka in
Saitama Prefecture on Oct. 29, 1978, (PANA PHOTO)
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WILL THERE BE
ANOTHER INTERNATIONAL
OIL CRISIS?*

In January 1974 the price of crude petroleum was
increased by four times. Most economies, developed as well
as developing, found it very difficult to deal with this shock,
this oil crisis. Most countries in that year registered a very
low or even a negative real growth rate. For example, West
Germany had a real growth rate of 1%, Great Britain — %%,
the United states — 1%% and Japan — 3%%. These countries
also experienced very high inflation rates. Japan, for
example, had an inflation rate of 24.4% in that year.

We in Singapore too had a tough time. True, our real
GDP in that year could still grow by 6.8%, but that was by
far the lowest growth rate we had since Independence in
1965. Taiwan, which before the oil crisis, like Singapore,
had a double digit real growth rate, fared much worse in
that year, showing a real growth rate oi 0.6% only. Other
than slowing down GDP growth rate, the more serious
contributary impact of the oil crisis in Singapore took the
form of an astronomical and unprecedented increase in the
consumer price index of 22.3% in 1974 alone.

The shock of the 1974 oil crisis is nor  3lmaost over, at
least to most countries. They have more or less made the
painful adjustment. However, is another oil crisis imminent?
Will there be a substantial oil price increase in the foreseeable
future? The answer depends very much on the collective

* Published on August 13, 1978,
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stand of the Organization of Qil Exporting Countries
(QPEC), the price setter. As it is, OPEC is most unhappy
about the present oil price level. There are two main reasons
for this unhappiness.

One is that since January 1974 OPEC has only increased
oil price twice, once in October 1975 by 10% and another in
December 1976 also by 10%. But according to the
Department of Economics of OPEC, the prices of OPEC
imports of goods from developed countries since January
1974 to the end of 1977 have gone up by as high as 200%!
OPEC thus often speaks about the need for price indexation,
that is, to increase the price of their oil exports by the extent
of the rise in the prices of imports of goods from developed
countries. If OPEC does this and could do this, then we
would have another serious oil crisis at hand, though of a
lesser magnitude than that of January 1974,

Another area of unhappiness of OPEC is that their oil is
valued and sold in US dollars. But US dollars have fallen dras-
tically in value in terms of other currencies, such as the
Japanese yen, the German mark, the Swiss franc, the French
franc and even the British pound. OPEC countries buy the
bulk of their goods from non-US sources and they have to
pay much more for them. Moreover, Their gigantic accumu-
lated US dollar holdings have been greatly devalued. This
comes to about 40% since January 1974. What can OPEC do
about it? Can they designate their oil price in Japanese yen,
in German mark or in Special Drawing Rights (SDRs)?
But these are not {videly accepted international currencies.
Many of us still carry with us US dollars or US travellers’
cheques, though knowing that their value has been falling.

Whatever it is, the best way out for OPEC is to raise the
price of oil even in terms of US currency. But why don’t
they do it? Indeed, many OPEC countries such as Venezula
and Algeria are in favour of raising prices. And do not forget
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that petroleum is an exhaustible asset; once it is removed,
it cannot be replaced.

The main reason why OPEC does not want to raise the
price of oil is that at this moment there is a glut of oil in the
market. At the prevailing price, the supply of crude
petroleum exceeds the demand. This excess is about 11
million barrels per day. This excess production capacity
works out to about 2%z months of current world production.
Under such a circumstance, it is very difficult to raise the
price of oil. Moreover, because of the glut in the market,
some countries like Saudi Arabia, which is the largest oil
producer in OPEC, are not in favour of an oil price increase.

Incidentally, in Singapore, our oil companies buy their
oil from OPEC countries in US dollars and sell to us the con-
sumers in Singapore in Singapore dollars. Since US dollars
have fallen so much in value vis-a-vis Singapore dollars, is
there a case for a cut in petroleum prices in Singapore in
Singapore dollars?

However, coming back to OPEC, and if OPEC decides
to cut output and can ensure that every member cuts output
to the extent that it wants, then the price of il in US dollars
can still go up sigrificantly. But OPEC, as it is structured is
not an organisation that has the power to oversee the cutting
of output in each of its member country. It is not a classic
cartel. Most of the poorer OPEC countries simply cannot
afford to and therefore do not wish to cut output. They want
Saudi Arabia to do it.

Moreover, once the price of oil is too high, many
members of OPEC fear that there will be much more serious
attempts to use more widely other sources of energy supply
such as coal, natural gas, shate oil, solar energy and nuclear
energy.



In the foreseeable future, therefore, if there is going to be
any oil price increase, it is likely to be moderate. Almost for
sure there will be no oil price increase by OPEC for the rest
of this year. For 1979, if there is any increase at all, it is
likely to be moderate, say 5 to 7%. However, if for various
reasons, such as the outbreak of a full-scale Middle East War
resulting in another oil embargo on nations allied to Israel,
the price of oil could still go up. How much it would go up
depends on to what extent OPEC members, particularly Arab
members, are prepared to cut down production and export
and for how long.

Lastly, although there has been oil price stability of late
and in the foreseeable future, this does not mean that the
breathing space for us in Singapore should be wasted. There
is always the need for conserving energy. This is particularly
impartant for a nation so dependent on oil and on oil import
as we are. There is always a need to prepare for a rainy day.

Saudi Arabia's Sheik Ahmed Zaki Yamani, centre, surrounded by his
country’s delegation, seen at the opening ceremony of OPEC's 52nd
meeting in Abu Dhabi, Saturday, December 16th, 1978. (AP)
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