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For an earlier solution of the reparations problem
toward Indonesia

January 24, 1955

It has long been heard that the reparations problem
should be solved quickly. It is already 1955, the 13th
year since the end of war. With the problem unsolved yet,
the normalization of the diplomatic relation has not
recovered, trade activities not smooth and economic and
cultural cooperations are "rice cakes in a painting,"”
so to speak.

Even the Yoshida government has not necessarily
neglected the solution of the problem. Rather it has
endeavored for it by dispatcihing foreign minister Okazaki
to Indonesia after the dispatches of Ogata and Hashimoto
as special mission of the priane minister and also by
stationing minister Wajima in Indonesia to negotiate.

It seems because the necessity of the solution has been

well understood outside the government as well that they

have shown such positige moves in order to break the deadlock
as to unite various existing groups related tc Asiaam affairs
into the Asian Association and to dispatch a friendship
mission headed by Yoshio Iwata.

In spite of all such efforts, & sigm of solution has
not been seen yet. On the contrary, the relation of the
two countries has undoubtedly been cooled off for this half
a yeanue to the issue of payment of Indonesian debts
according to the Japanese-Indonesian trade ajreement.

Such a situation is unbearably regrettable not only for
i/‘v‘-‘-u’-‘- £ LT

TR i [3 aochs bav-dan
T XY == Yobros ke wo= e

N



those, so called Javanese Indonesians, who have long been
Keeping their families in the second home ‘country Since
before the war but also for those who have been well
acquainted:with the native people since they went across
during the war. Certainly the time wilik solved the problem.
However, for those who believe that the mistake committed by
our generation should be cleared by us and not sent down to
the next generation, Jjust waiting for 'the timne' 1is too
insincere to. bear. It is such impatience that:.let us do
this writing.to circulate among our seniors in the nope

thnat it migsht possibly be a help in the solution of the
prclam. We would like to have comments from our seniors
and at the same time, we wish the reparations problem to

be solved and the diplomatic relations to e normalized

as quickly as possible,

1. Whether to have an obligation to make reparations
toward Indonesia

It is heard that some intellectuals still hold an idea
latently that Japan has no such obligzation in itself siunce
"Indonesian independence was achieved at the cost ard sincerity
of Janan."  Tnhe fact that the reparations tend to be. looked
at and discussed on, mores or less openly, from: the point of
view: of Japanese economic developaent in!the future in
stead of the mbral viewpoint seems to be a notion how
strongly - the above t:iinking means to them. If Indonesian
indeoendence had been achieved '"at the cost and sincerity

1

of Japan," we should frankly point out this fact to

Indonesians and deny to pay any reparations definitely.




Because we, Japanese, would be unable to act in the world

as a purely independent nation, without"righteous conscience
of admitting right things as right and wrong things as wrong."
In fact, the independence was fought for by Indonesian:
national forcc;gégggﬁgfa number otf Japanese betrayals and
necessary evils in ¥ke oursuit of war. We should take
ourselves back and tnink it over from the beginning of this
problem with a close look at the hiéﬁrical truth and sincere
reflections on what we committed during the war.

We used the term 'betrayals'.: This will hardly be
understood by those who simply believe that the Pacific War
was a sacred war fought for the liberation .of Asian n&ions.

We resret that we are able to present some objective facts
of betrayals against Indonesian people, keening our individual
hospitality and sincerity aside at this moment.

As the first betrayal, the ban of hoisting the independent:
flag and of singing the independent song oy the early military
government can ve raised. No sooner had Japan landed
Indonesia, tlian these repressive measures against the
nationalist movement were taken in spite of the fact that
at the beginning of war Japan had much progagandized Indonesian
indevendence by.means. .ol mutual cooperation through the
overseas broadcasting toward the country or through dispersion
of prona;anda papers at the air raids pefore the landing.
Those who were in Indonesia at the beginning oi the war
clearly noticed that the enthusiastic welcome K of Japanese
forces by the Indonesian people which was not experienced

anywhere else during the war was quickly cooled otff and that

the difference of positions concerning 'independence' vetween




the military government and nationalist leaders gradually
came out openly.

The second betrayal was committed by the Tojo's statement
which permit Indonesia merely to take part in oolitics while
oromising both Burma and the Philippines tneir independence.

It is known only to-a few concerned that then viee president
Hatta directly told minister oi gredt Asian affairs, Kazuo
Aoki, stayins at Java on his way of an inspection tour, "This
information without permission of Indonesian independence
snould not be disclosed in our country."™ This is an an evidence
how much disapoointment and anjer the Tojo statement gave to
nationalist leaders of the time.

The third betrayal was committed when the war was over.
For their own survival, Jananese forces just scrapped what
they had sweared to Indenesians, and with the Allied Forces
tauey stood against the independence movements. - Was this not true?

Where. can we see Japanse positive sincerity and devotion
in: these atvitudes énd policies? Objectively speaking, of
course, there is no room for doubt about the fact that
Indonesian independence .was auch accelerated by the outbreak
o1 the war. However, if tﬁe independence is said to have
acinieved at the vananese cost, it isfnot,laxilgast; telling
the truth, if not overstating.

Although we pointéd out some factts:abov&, they are not at
all the pases why Indonesia i1s demanding the reparations.

On the contrary, Indonesiarscems to appreciate whatever Japanese
did for them during the war. Tie reason why we brought up

those betrayals into light, knowing Indonesian innocent feelings,

is to make it well recognized that tne key to tne solution of




the reparations oroblem exists in a severe self-reflection,
that is to say, to look closely at the fact that Jdapanese
selfish, double-faced attitudes and various factors derived
from them persistently remain untill today and have nade the
problem more difficult and complicated.
| In his recent letter to the writer, ex-foreign minister
mentions about the reparations. It reads: "The
normal relation between our countries has: not recovered yet.
That is because the reparations probdblem is not:solved. I hold
an opinion th&t the proolem is a psychological one., " What our
opeople consider the most important is not money but reasons
behind money. Sven today most of our people still remember
(Japanese) contempt of our labor and intellectual classes and
their families, loss of lives, .violence to women, and'so on.
Of course, these condusts ordinarily happen anywhere during
a war. Australian or Dutch forces were no less cruel than
Japanese military people. And I understand that American
forces are as well now in Japan. At any rate, objectively
speaking, we face this psychological problem and the problem
of how to solve it.,"

That 'the reparztions ppoblem is avpsychological one,'
as read in tne letter, has often been claimed by Indonesia
and troubled tiie Japanese- concermed up to today. Being psycho-
logical, it is difficult; to be . nandled. . Is not the phrase

"reasons benind money" a sharp criticism to the attitude of

Japan which seems. to deal with the issue only from the selfish
viewpoint of the future development of its own economy?
We must know that although it seems as if a roundabout

way 'in a ‘first sigrt, it is the shortest cut to.thessolution

for us to start again from admitting a number of faults aB&




crimes frankly w:dich we committed and feeling acutely the
responsioility and obligation to the reparations. Looking
back over our conduets during the war with an unselfish,

humble eye, we will not fail to find many a fault and crime
committed because our good will or vower was. not 'strong ‘enough,
or because we were charmed by the crazy evil of war. We
contend that we siiould make an eifort to seek a clue of the
solution.by admitting. frankly these incomplete conduets, that
is, by throwing away the attitude of criticizing that:of the

other party.

11. Indonesia today

Almost all of those who have closely inspected present
Indonesian situations ‘are concerned ifor corruptions in the
government and bureaucracy. Overexaggerated in some instances,
the imoression is, by and large,. close:-to the truth. FHow about
Japan, then? Are we not blamed for the same reason?

Moreover, they contend that Indonesia is unable to
negotiate the reparations claims due to the unstable governnent
while political parties are split into many. We see a model
of the multi-party system in present France.  3ut could we
find a country which does nothing but disregard unstable France
because. of its instability? The present Indonesian government
has staved in nower for one and a kalf years with a strong
support - from oresidernt Sukarno. Also, we should not forget
the fact that even the governments in the past could not act
free from restraint of the committee of foreign aifairs in

congress which hdd kept the foreign policy: ofiindependent

neutrality as principsle. We should not forget tiat the




comanittee has more influence over the governmental foreign
policy making than that in Jdapan.

Some insist that the time -is not ripe yet and to wait
for the outcome of the coming general election. ' However, to
what extent do they have confidence and prospect for organizing
a-new firm government after the election, uniting a mejority
of various pases and cnaracters diiiferent. from those in the
present governaent? Examining the present situation of
Indonesia wiich lacks intellectual resources, we should not
expect a numoer of new Oersons to be elected.

We must stress, @&t this moment, the fact that-the recent
conclusion of the reparations problem with Burma and the
future development of the negotiation
wiiich has been reported to be opened soon have thrown a
deiicate reflection upon 1lndonhesia. = That 1is, to its eye,
is Japan not-taken as assuming a silent policy toward 1ndonesia
intentionally, or at least, taken as intending to negotiate
with it in the last? "If so, we &ee afraid that with all the
solution, much would not ope expected from the reparations
which are messed witn mi

We believe to seek an effective and adequate solution oy
taking a positive action to break the present deadlock instead
of waiting for a move from the otiher party.

Incidentally, Javan has already received a formal
invitation ﬁ;gm the Asiman-African conference to pe held in
next Aporil in Indonesia. -Alt .ough we are not informed of
wrether or not.Japan will be able to participate the conference

formally, the memper nations seem to take it a favorable turn

of Indonesian atmospiiere for Japan that Japan has been invited




to it and to welcome Japaneee participation ernestly. Wwe
believe that Javan should attend it by all means.
wxopectations for normalization of the relation between
Japan and tndonesia at this occasion are clearly represented
in the following letter addressed ‘to the writer from Mr. Dia,
presidengel vl ', the larzest paper in Indonesia:
"Thégive—nation conference having teeén neld, it is clear that
he united Asia has stepped out a foot forward. wow I must
express my pleasure for Japanese peingvinvited to the Asian-
African conference in coming April. ' This is' because: Japan
and Indonesia have to confer each ‘other withim a short while
in order to solve various problems. Althougyn L do not know
presisely what Hatoyama's »olicy really is, the ogolicy seems
/
to be more progressive for the advancement of Asia and to be
aware of Japan itself gs. an Asian nation."

Since we can frankly see the sincerity and expectation
in the avove letter, we insist that it is now the time for us
to take a :positive move to solve the proolem.

Even those wno. point.'out eorruptions in thg government. and
pureaucracy in Indonesia are all agreed that they received
quite intimate welcome from individual Indonessans and returned
home with a number of pleasant impressions.  We are not so
foolish as to erase it with faults and crimes by Japanese
military government that with all Japanese faults and crimes
sincerity and zood will of a numver of individual Japanese
has still survived!in the hearts of people of this country.
Do the following ccnéluding sentences of the review, titled

as "the August 17 of 1945 affair and its atmosphere'" in the

hewspaper ' ' of August 1o, last year, on an affairs




concerning the draft of the declaration of independence
symbolized their tnanks for the above mentioned hidden good
will and sincerity of many Japanese? It .reads: "Mr. Sukarjio
(present head of Asian Bureau oI Indonesian foreign office)
said, 'Our capital for independence was only a microphone.
We still have a close contact with Mr. Maeda, then Japanese
nigh ranking officer.' President told- us,.'I have’ pemen always
sending gifts to Mr. Meeda. With the blessing orf the God,
I would like to invite Mr, Maeda to this place. whenever the
circumstarces permit us to do so. He is aged by now."
The review on the -draft of the declaration of independence
is concluded like above.

We are not saying that the provlem is 'so ewsy as to, oe
solved only with pres&dent's good will and sincerity. We
are saying that drawin; encouragement and sefl-confidence
from the fact that tiere was a 00d will of many Jaovariese
as well as a numoer of faults add that it has still survived,

we have to face the deddlock by all means.

111, Practical policies to seek an earlier so>lution

While Mr. Heitaro Inagaki and Mr. Mamoru Nagano have peen
devoted in reparations proolem to 3urma and the Philippines,
respectively, we-can find no one‘%g?is engaged in the Indonesian
case with such »ositive devotion. nisrias. notronly“been.tely
delaying the solution of the revarations problem but akso
Indonesia is inclined to take it as Japanese illegitimately
low-appreciation of the Indonesian problem.

We first of all advocate to dispatci a mission group

composed, at least, of persons of minister class.
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The mission group is to be ajspointed oy the government'
with oneor two advisors who will be welcome by Indonesia and 1s
Lo exoress frankly Japanese position and good will to the
country.. The mission group is to be dispatched &t the ‘same
time as the present minister at Indonesia, Wazima, is replaced
and before the Asian-African confereiice is held. The reason
wny the writer dares to advocate the replacement ol minister
Wazima at this moment is not his inability but that it is
necessary to renew the arr of the nezotiations now in deadlock.
As mentioned earlier, the mission group should not carry a
draft written only with Javanese interests. Because various
kinds of plans drafted from an viewpolnt of the Japanese future
economic develooment, however practically instrumental in
Indonesian development, are often looked at by Indonesia with
an eye of defiance and taken as selfish and written from the
leader's positiodn.

The mission’ group should make it the first steop of its
role to solve the reparzions proolem politically. At this
moment, a quotation of the following sugsestive part of HMr.

's letter to the writer will fully suogplement what
the writer wants to say. 1t reads: "I personally taink that
the demanded amount of reé?ations which was downed from $1.75
billion at the veginning to $ 750 million will be a symbolic
demand measuring Japanese conducts with money. In my opinion,
1t :Jaoan takes the amount as 'cecst of the crimes', it will

vossibly be decided &t a smaller amount based on such various

projects as.the oroject, cement project, salvaging, etc."




Unable to cover the loss of human lives with money, it
is 1mpossible -to measure reparations with money in itself.

However, without making this impossible thing possible, there

are no reparations. Thus, as iong as we consider the proovlem
in terms of its logics and- calculation of money, -an endless
discussion will follow 1n any case of Indonesian so-called
1,75 billion dollar plan, its 750 million dollar plan or
Japanese 150 million dollar plan, This is the reason why the
writer insists the political solution to be the role of the
mission groud.:

With all-that has been said here, the total amount of

; \

revarations saould be - decided. first of all. Fortunately,
the decision was finaliy made as for tlie Burmese repzrations

Dy whici the yearly Jayable amount seems to be Ifixed.

In tais case, $20 milliodiand $5 million as reparations
and loans, respec In the
ne;otiations to be opeded with the Philiovines within a sné%
while, wiatever the Japanese proposal may be, 1t will be

perhaps effected by .the above figure.  Then, an agreement will

be reacned numerically with Indonesia. Because I believe that

even Indonesia is not too idealistic to be onlindiat the living

politics. Those who consider dinlomacy as sirude skill of

| : deal will see it as 'wise' to wait for the Indonesian move
until the solutions are made with Doth 3urma and.the Philippines.
3ut to repeat, once the time 1s failed in exopression our
sincerity in the form oi thes payment of reparations, its

effects and influences are not always the same. For tinis

reason, we definitely advocate to trirow away the silent policy




and to face the difficulties courazgeously and positively.

In addition to the disvatch of a mission grouon, it
should oe necessary to examine the real picture of:-various
misunderstandings and emotional conflicts.and to promote a
good relation to Indonesia. We should like to end the
writing oy exoressing our willingness to oifer as reference to

our seniors wnatever we could do for these activities.

Taro Ishii, full-time executive of
Japanese-Indonesian Association

Giyo Nishijima, executive of:Sanmei Trading Co.

Noobuhide Sato, full-time executive of
: Japanese-Indonesian Association

Yaichiro Shivata, ex-chief commandor oi the
b
second Sculh Paciiic Fleet




For an earlier solution of Indonesian reparations problems

Presented to: Prime minister, chairman of the House of
Representatives, cuairman of the House of
Courncillors, ministers of foreign affairs,
finance and coamerce and industry, head of
board of economic »nlanning, councillors of
foreigy ministry and head of the Asian
sureau of foreign ministry.

by:President of the Japanese Indonesian-Assc.

March, 1955

It is no denying that in order to develop our industry
and flourish our national economy it is an immediate task
for Japan to promote trade with Asian countries on the
basis of the friendly, coexistent zand mutually teneiiciary
relation and at the same time, to participate and cooperate
>ositively-in wide £f£ieldscdf their economic and industrial
developuent. No one would disagree with the fact that
countries in Asia whien have a decisive iaportance to
develop our industrial economy are these in Southeast Asia
which achieved independence after the World War 11.
It can not be too much, in our belief, to emphasize that
it is Indonesia that has the wost promising potentiality

of Southeast Asian countries to the development of trade

activities and economic cooperation of Japan, matching

the total of the Philippines, Indochina, Thailand and

\

I

) Burma in territory and population, and being abundant of

| many kincds of natural resources which are hardly dewveloped
i and yet valuable to our economic development.

E Since the reparations problem has not been solved,

| not only the peaceful relation has not been recovered yet

‘ and it is unable to expect to epén:aincrmal and smooth

trade intercourse but also it is impossible to practice

economic cooperation,
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It is our belief that tuere is no way out. to break the
present deadlock but one -- an earlier solution of the
reparations problem.

Although the solution seems very difficult, judging
from the gourse of negotiations, we consider that Japan
can not but admit frankly that Javanese forces zave
considerably heavy damages and pains materially and mentally
to Indonesians during the war. Thus, we whole-heartedly
wish the day of the solution of the problem be as soon as
possible with sincere reflec¥ion and apology for the past
conducts and harder efforts of the government 4l the
negotiation.

As well known already, internatisnal political
situations of Southeast Asia hav%:;;pidly chanzing day by
day aﬁd the development in:stale‘andx@epth has drawn much
attention of the world. 1t is the countries of the Colombo
group which are playinrg a. leading role in it, Especially,
the world-wide attention is being paid to the fact that
Indonesia has been rapidly establishing the influencial
position, next to lndea, of tiem, as well as the fact that
it was chosen to be a host country of the coming Asian
African conference. We believe that to Japan whiich is
sti1ill much relied upon and expected by Asian countries as
the most developed nation in Asia, it is not only-destined
but also indispensable in order to achieve its independent

economy and to develop as a peaceiful welfare state to



establish the stable friendly relation to these countries.
In case Janan takes part in the coming Asian-African

conference, it will-be natural whether it likes or ot

that the reparations problem, being the most important

one pending between Japan and Indonesia, should be discussed

at least between the two. We, taerefore, consider that

the government should be ready to iestablish the basic

policy to solve the issue with close examinations beforehand.
Wishing for-an earlier solutioun of the problem.and

establishment of the normal relation, our association the

objective of which is: to oromote the friendly, cooperative

relation of the two has incorperated knowledge of our

members wno are much experienced and interested in various

problems between the :two countries, examined it closely

with reference to other gerieral informations, and drawn

a draft of the steps to solwe the problem.

Our association would like to present 1t to thne government

as a reference in policy making.




Report «f lndonesian reparations problems -=. 'The first
trial draft by the 1lndonesian subcommittee i the research
committee for Asian problems
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(1) Adisvory of the reparations negotiations

(1) "It was in the talk+between foreizn minister, and
Japanese ciiief delepate minister of national afiairs, Takasaki,
at the 3Bandon conference in April, 1955 wihen tne ‘Indonesian
sovernment indicated "a reasonable amount” of the reparations
for the first tiie..  Before.then, Indonesia expreSsed no
practical intention but demanding 20 and some billion dollars.
(2) Although the Indonesian claim of one billion dollars

was withdrawn turough the negotiations between minister, Wazima
and the ‘other party, Indonesia iias been insisting until present
time to receive tihe same amount as the Pnilippines is to
receive on the ground ‘that tiis 'claim is the national sentiment.
The point of discussions . has, however, moved to decide ‘the
amount of the pure reparations, zranted for 800 milliion dollars
as tiie total reparations.

(3) 1In Seontember, 1956, ministcr,; Wezima, under the- direction
of the wministry at home nroposed 250 million dollars for the
pure reparationson condition to irclude repayment oi debts in
tine trade balance.  Since T.ie Indoresian government was very
dissutisiied with this proposal, no development was made

in' the nezotiations.

(4) In the end of several private talks with priie minister
Aili and minister of naticnal affairs, Juanda, in February,

1957, Wazima showed nhis private »roposdl consisting of 200
million dollars for the pure reparations, 110,million dolla&s

for cancelling deots in trade, and 500 million dollars for

economic cooperation in tine PRiliopnino method.




Against this proposal, prime minister, Ali, first insisted
$300 million, $110 million and $400 million in the same order.
At tne final part of thernnegotiations, however, he counter-
proposed as its final position $250million, $110 million
(out of $170 million debts in trade) and $450 million in the
same order and asked Japan whetiier or not to accept.

(5) Soon after it, the Ali cabinet fell due to ‘thne domestic
political instapility. Wazima returned to tie home country
for a snort time to report the development.

(6) The Juanda cabinet formed durin: Wazima's return home
was waiting for tae Japanese answer to tite Indonesian proposal.
But the minister carried no answer from the iome governmnent
to Indonesia on uis return back to the country. Disappointed
with it, tze Indonesian zovernment made it clear that the

Ali provosal was the final one and that the Juanda caoinet,
being o an administrative nature, nad no intention of its
revision.

(7) . The new proposal is ssaid to consist of $400 miliion for
eaciit of the pure reparations and economic cooperation.
Considering tie facts ifomaerly mentioned, tiie nature of this
proposal snould be understood as that the Juanda cabinet. has
been no more a mere-administrative one but tie new caoinet
which is estavlished on a new politied basis and that it,

therelore, intends to reopen tiie megotiations from a new

standpoint.
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(11) Background oif tiie negotiations

In looking back over the course of the negotiations
between the two countries, Indonesia has after all veen
demanding $#800 million in total equal to the PRilipdino
reparations (In the latter case, $550 million as the pure
reparations and $250 million as economic cooveration, while
in the Indonesian case $400 million for each item),
while Japan has been making efiorts to settle the proolem
with a reasonable balance to Burma ($#200 million and %50
million, respectively) at the ratio of 4 to 2 to 1.
Difficulties in the negotiations lie in the fact that Jaoan
has to avoid to give any possible disadvantageous effect on
the "reexamination clause" ir the agreement with Buraa Ly tae
outcome of these negotiations, while pbalancing a possible burden
upon tiie Japanese witn Indonesian demands.  But there are
special relatious between Japan and Indonesia as mentioned
beflow and also the.debts in thie trade balance ham come to
170 million dollars. Handled with these tnings in mind, it
will be possible . to conclude tihe negotiatiovns on a new basis
without conilict with the Burmese  reexamination clause.
(1) Both nations have been very friendly with:eacli other.
I Japan can cooperate to acie@ve Indonesian independent economy
throu;h the reparations, relations Detween the two countries
will become closer.. Indonesia oeing the most reliable nation
in Asia politically and econoinically, Japan will in the end

e able to contrisute to a great extent to the peace and

developnment orf Asia.




Striving for the seli-determination and positive neutralism
internationalily and for political stability domestically,
Indonesia has been expecting the reparations to be intrumental
in the execution ol 'the iive-year economic plan and tiaus, in
aciiieving economic stauility and-develoopment.

(2) In examining the trade be tween the two countries and

their own industrial resources, Japan depends on Indonesia in
resources and purchinsing power wiereas the latter largély
depends on the Japanese technoloiy ani oroducts. It will be
possivle to developy trades and industries ol the two countries
with a closer cooperation. It is-desiraple ror tnis purpose
tnat poth governmments apree to give positive -cooperations each
other through the execution or the reparations.

(3) Because tne EEC was estavnlished, Japan has to cooperate
more closely with more Asian countries. Witn difificulties in
Lmmediate increase in trade witi communist cowitries, it is
necessary to normalize and enlarge the-trade witsa Indonesia.
Since the open account system was avolished last Seoptemver witii
Incdonesia incidentally, the normalization of trade is especially
desirable.

(4) Under the direction of president, Sukarno, -tite present
Juanda cabinet has beern making efliorts to reformation oi tie
domestic politics since independence,, especially, to the
improvement of tine parlianentary system, rectification of

corruptions 'in polites.anddbureaucracy, attainment of the local

self-zoverning system, etc.




As 1t has aliso been pressed by the iive-year economic plan on
one uand, wbiléysolution of worsenning public Ifinance in
addition to stabilization oi people's livin; on the other,

it has been much interested in the settlement of tile reﬁ?ations
with -Japan.

It has to be well kept 1n mind that prime: ainister,
Juanda, visited Japan as uue leader of the investigation group
of the reparations and was in charjie of drafting tne iive-
year plan as chief director of the olanning office and that
e anpointed the iirst. amvassador to Javai, , WilO iias
deep knowledize about Japan, to tile head or the Pacific Asian
Bureau in Foreign Ministiy. in order to let him negotiate with
Japan. Altiiough power ol communists nas been 1lrncreasiigg
recently in Indonesia, tiie cooperation with the. country throush
the repar.:tions will muci conurivute not only to tie peace 1n
Indonesia but also to tne Japanese positions 1n Asia in thne
future. Tfor this purnose; dapan has to seek an earlier
solution of the reparations betfore communists openly begin

interiering the closer relations oif tie two countries.

(111) Tacts which must be keot in mind concerning the
reparations

As rnentioned in “tlie previous chapter, some special
considerations should be siven to the reparations o Lthdonesia

separately from tiose to Burma arnd the Philippines.: Tius,

tihe,foliowing matters siould be kept in ind.




(1) Tundamental volicy

Lansiderinictiie lessons from tie executiion or ftile Burmese and
Priilippino reparations, Japan should sincerely negotiate over
the reparations with Indonesia in order not only to pay tie

pure reparatiois but to realize pboth -true- friendly relations
and economlic cooperation between the two countries tlkrougn the
transaction of the trade deobts, economlic cooperation, and

otrier means available at tiils occasion.. At the same tine, tihis
intention siould be well understood by Indonesig:

(2): Under this basic policy, the kinds of enterprises which are
to " be planned tuarough the reparations and economic cooper:tion
are named: below,  Since the final declisiomn is partly in the hand

s

| of lndonesia, Jaoan has to seek the Lndonesian understaniing
or tiis plan.

l.. Enterprises wnicii are planned in the five-year economic
plan will be tiie nucleus in tie development oi the Lndonesian
economy ‘and at the same tilne, will increase Japanese export
directly or indirectly. for example, followiry enterprises

siiould be developed one by one with a balaince of preferences

of the two countries. If{ these-are. £o bgcarried - out either

w

by the reparations or the economic cooperation or by boti, both
entiusiasm and cooperations oi the two zovernments ‘are at

least necessary, althoush it depends . -on otier eonditioens in
lndonesia, too.

A. Inland ani coastal water transportation, siiip building,

port facilities, and Inlana traansportation; —'B.  Enterprises For

resource develooment, such- as, petrolium, iron, tin, ovoxite,

niczle steel, coal, asbest, mangan,; agzriculture, forestry and

fishing industry;  C. Government-own estate enterprises, sucn




as, sugar, ruboer, palm oil, coffee; etc.; D. Various industrial
plants (mainly constructed uy non-..overnmental economic
cooperavion).

2. Various kinds oi public facilivies: A. Both heat and
hydraulic-power stations; 3. Water conservation and water
ways;  C. Roads and bridges; "0D. Hospitals; E. . Various
research institutions; F. Culturdl sciolarsiips to study
aproad; G. ' Others.

4. Buch decisions about locations and scales of the enter-
prises avove mentioned or whether these are to e carried
out either by the reparations or by tne economic cooperation
are to be made withi an aireement of the otiier part (possibly
through a Jjoint committee composed of aut..orities of both
countries). An approximate expense in total should be
estimated separately ‘as reicrence.

4,/ Oytline of management .f enterprises operatzd throuish
the economic cooperation

Enterorises, either public or private, tanrough tihe economic
cooperation must be operated under the full understaniing
and cooperation of:tiue lIndonesiarn zZovernment. 'Since 1t
seems difficult underi the present circumstances of the
lndonesian economy To estanlisi ajjoint enterprise with
indonesian privete capital, tie foliowing steps should be
taken for the time being: 1. Auny enterorise through. the
reparations or tLile economie cooperation should be ownea by
the government or some special governmental legal person.

Japanese private persons should be commissioned To or

directly employed to its management. 1ts main capital




should be supolied in the forms of both sepvice and caonital
goodées objects of tine reparations and the rest should be
supplied through the economic cooperation of the Japanese
private business withr the lndonesian governaent; 2. A contract
of the management commission should one concluded wilen any
joint enterprise is estabiished through the eredit emport;
5. When tie Indoriesian economy is staviiized with a foreign
capital law midd otihers in effect, ordinafy orivate economic
cooperation siiould start; 4. Tie payaent of 1lndonesian debts
by eitiner tie economic cooperation or loans should in
princinle be secured by a supply of a certain amount of products
by the estailished enterprise or lndoresian products-in
general to Javanj; 5. Jaovan should secure, the supervising
rizit of management until the orincipal and interest ol the
ecoromic cooperation is cleared.

In order to carfy out ﬁng effective economic' cooperation,

the followiny points s ould be taken into considerdation:

1. Participation of.Javanese supervisors and speciaists to

tile execution oi the five-yszar plan and the investigation of
Indonesizn public finanee and resources; 2. ‘ull understanding
arnd preparations ovetween the 1wo countries to carry out tiie
enterprises established throu:h the reparations and economic
cooperation. - (agreements for such primary matters beiore an
oréinaly trade affairs as i migration, foreign cavital

investimient add transfer of profits abroad, foreign exchange

rate, etc.); 3. The Japanese governaent should take an
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action on the following matters in order to practice the
private economic cooperation eflectively: A. Decrease in the
interest rate;ovy the 3Bank of Export and import and the Bank of
Economic Development, extension of the term and increase in
amountoof loansy B. Complete compensation for the loss
cause& not vy faults of enterprisers but by something else;

C. Establisihment of some special corporations ifor development.

{4), Domestic capital

1Lt 1is necessary to the execution of the-reparations aund:economic
cooperation to supply a fairly l&rge amount of capital from
Indonesian government and orivate business. #or tiils purpose
the following steps can e considered: 1. lending of credits
in tiie trede vaiance; 2. loans to tie Lnconesian governments;
%. lending ol lndonesian domestic papital collected in the
private .economic cooperation; 4. capitalizing Consumptive
gooas in Lnconesia.

(5) Consumotive Zoods

The folliowiiig Xinds oi consumptive goads should be added to an
object of the reparations: 1l. items which a@&re not traded from
Japan to Lndonesia (which will enlar.e Jananese export in tie
future) ,. such as medicdl instruments and medicines, electric
fams and rerfregirators, air conditioners, electric products

such as racdios, military capital materials, cans, sawing

machines, bikes, automebiles, etc.; 2. materials for emer ency
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public welfare; %. 'items especially admitted to collect
domestic capital; 4. excessive products for export.

(6) Debts in the. trade balance

Althoush tiie debts should be in principle: paid, it i$ oossible
for Japan to extend the’ term-of paymneat for.a certain period

or. to- be paid in the form of profits or products after ukrilizing
a part of the debts in the development of resources. and
industries in Indonesia, It is possible to' use tiem to jet
some specially bene icial .rights in the -country.: If the

Indonesian government desires, tiuer can be cancelled out with

a part of the pure reparations.

(1V) Positions to solve .the reparations provlems
(1) Reparations ‘in‘toetal (economic cooperatior included])
Throush the several negjotitaions, lndonesia has been
demanding $800. million as’ the total amount of the reparations
equal to taat to the Piiilippines due to her nigh -national
sentiment. ' Janan has so far azreed to pay $300 million in
total including the economic cooperatiorn and deuts in trade
althougn tihe amount of the pure reparations nas not been
decided yet. As $400 milliion are demanded ifor each item
in the recent Juanda proposal, it is reasonable to continue
negotiations with $800 million in total as t.ie basis.
(2) Pure reparations
AlGi.ough Indonesia had desired a consideravle amount of

tine ‘pure reparations before,. it Has come to concede- at $250

million with*a condition . to concel’ the debts.din trade.
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Japan has beéen insisting to pay $200 million considering its
effects to Burma. ltus, the cifference vetween the two has
come closer to $#50 millio=. t 1s not:wise in relation to
Burma for Janan to pay more than $200.-million to Indonesia,
because its position would be suobject to- Burmese enforcement
of the reexamination clause and to the revision of the Burmese
reparations-agreement: in its Tavor. ‘-However, il the reparations
are carried ou% with an a reement ontthe fundamental position,
it must be recojnized that there will be a wide difieréncé
between its effects and: thiose in case with either Burma or the
Pliilippines. Considering this special advantage, Japan has

to seek an agreement either by incressing tie amount 01 the

pure reparations or by offering government loans o Indonesia
if it positivelyudesSireg to cooperate with Japan economically.
Japan will be able to zet rid of the possible effects of
the reexamination clause with Burma, if the difference between
Burma or the Philippines anu¢ Indonesia in relation to Japan
is clearly made known by recognizing mutual obligations and
responsibility between the two concerning tie .reparations.
(3) Debts in tire trade balance
They are $170 million in.total. In the informal negotiations
cancellation of $110 willion was proposed. This was, however,
witiidrawn and it lias eeen discussed that they are leit for a
certain period or that a part of them are utilized in tie
practice of Indonesia industrial plan so as to enable the
payifient out of its profits.

Althouzh since the cancellation of the debLts with the

reparations is not adequate in principle, Japan favors its




withdrawal, it is likelr for Indonesia to propose tie concellation
again if Japan demands too strick torms. of the methods of
oayment.  Since Japan once ajzgreed to cancel a part of tiem,
botn should ggree under some compmranle substitutive condition.
It is an idea to guarantee the payment in return for s me loans.
The debts are 1ot necessarily paid with cas:i or products out
can obe paid in the form of rental rizhts of various kinds of
facilities, mines ana otiers in the economic cooperation.

Thie latter will be favorzbvle to Japan, since it nelps
Japan establish the rijhts of special beneifits. The proolem of
these debts siaould be solved politicdly so that it may oecome
a sround to et rid oif the effective eniorcement of the Burmese
reexamination clause.
(4) . Economic Cooperation

This was-used ratner nominaily in the Pnilippines reparations
in order to raise the total amount to $2800 million, the oHure
reparations being $550 million. In addition, since tie Prilinpino
economy. 1as nat been ready to look ifor orivate economic cooperation
positively, little has carvieNd out until todgy. In the case of
Burma, in addition to $200 million as the reparations, $50 miiliion
of economic cooperation were areed of wiiich Japanese zovernment
guaranteed $20 million. Since it has hardly been practiced as
in the Philipoines, a new method has oeen azreed by the both
governments and is ready to-put into effect.’ Uninterested in such
noininal economic cooperation as in the former counteies, the
Indonesian govermment stuck to increasing the pure reparations.

However, it -has recently turned to expect something trom t:ie

economic cooperation.




If Indonesia vositively cooperates and iuarantees the
execution of the economic cooperation, Japanese applicants will
be many since the country is mucii avorable comparecd to the
other two countries. The mutual economic .cooperation oi tne
two countries will be possible by the effective operation oi the
enterprises, as Iformerly mentionedy, with a cooperative
agreement oi voth governments and basise arrangement oi some
domestic laws. “If these conditions are tulfilled, trerefore,
it will obe agreeavle and .possiole to increase  tue amount of
payment for tihils item. Thus, the conomic cooperation which
raises the total amount ¢f the reparations to $800 miliionn
can be agreed.

The followirng matters snould be taken into consideration:

1. ZEnterpnrises tiroush the economic .cooperation should. cope
with the reparations.

2. The cooperation should be operated in such various iforms

as anes to wilch the Japanese government takes positive
responsibilities and otiers on the commercial base.

The governmental operations can. be: 1.  Governaent loans; 2.
Loans of the Bank of Import and Export a2nd the Bank of Industrial
Development to wnicn the govermuent gives sepcial conditions; 3.
"The PHilipoino method",--pure comnmercial doans.

3+ In order ‘to zive a ground to reject a demand or the economic
cooperation in the saine mevuod by a different country, tlie
agreement -should spekd:iautiithe mutuality of the two countries.
(5) Government loans

Since tirere 1s a gap between oositions of tne two countries

on the pure reparations- and at thne same time there 1s a ciiange
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in solving the.debt problem, some povernmental loans may have

to be provided with regard to the economic cooperation. The
loans will e very effective in thne emecution of the repardions
in the country where domestic capital is in short. By providing
an adequate amount of governmental loans, tne wiiole reparations

problems shoultd -satisfactorily 'be “concluded-

(V) Conclusions
(1) It is desirable under trne present internsional as well as
national conditivns -to ‘concluce tiheireparations.nezotiations
quickly and to come into a close cooperation economically R®yand
politically tiirotsh the. reparations -sol@s toicomple tel tie
independence of':economy of eacih.country.
(2) With enough mutual understanding ot Tie aovove pointsand
sincerity, the pure reparations, economic cooper«tion, trade
debts znd i1 necessmzry governmental loans snould be counuved
iIn the negotiations.
Japan should try to get Indoriesian understanding betore the
former dispatches a rormal delegate to the latter.
(3) "In order to.nrotect from the Burmese reexamination clause
and to achieve tne maximum dbenefits of the war reparations

: through the pure reparations and ecornomicC cooperation, the
total reparations saoulia ve about . $800  miliioh, theidure
reparations wseing $200. Javan siaould, completely wipe out
doudts oif Indonesians about tihe economic cooperation aad let

then cooperate positively with tihe.mutual obligation and

responsinility,  ln return, Japan snould. take sucn necessary




steps as loans. Presungosing soie rlndonesian demangs in
sturn for.lessening the opure reparavions and rejectins the
cancellation oi the trdde dects, Hhe zovernment  shieuld prepare
to provide some governmental loans, ete.
(&) - In order to collect <omestic cavital for tie repadrations
and economic cooperation, Javan should examine to provide
loans or consumptive goods, .
(5) The reparations and economic cooperation 'snould be ‘well
balanced in enterprising and at tihie same time, it should ve
decided after a close examination of saurces:zofimaterials
necessary to Janan in the future as well as Indonesian

interests.

Qver
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