“more cheaply than they can. There are some products the other Jﬁy

sugyest it's & product of short term economic
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factors that will take care of themselves.'' That isn't an adeqguate

answer. And he says Lthere thalt's been a kind of reversion to the old
pattern of exporting. their way out of the current recession. I sense &
loss of momentum in the effort” to dereqgulate the econocmy.

Now, many people have reduced the trade argumenis Lo this effort
to get fixed quolas, and the semiconductor agreement is the example of
that. I think we dwell too much on the trade balance. We can be out of
balance; we oiten are with certain btrading partners. The issue i1s not
per =e the balance. The issue is whnat 1s creating that balance and
what wunderlies it. And we taliked when you visited and were kind encugh
to visit with me recently aboul the keiretsu, and there's really
different kind of capitalism being practiced in Japan, and we're
playing by dififerent rules.

In the past we struggled within cur nation to set up certain
kinds of rules, and the Bupreme Court regulated it and we had the ICC
and we kHindg of came to agreement. After World Har 1, we came to
agreement; we had the Bretton Woods conference. 1t seems to me the
dJapanese have been far more capable than we and many of our other
trading partners atl understanding the ineqguities in the field and
exploiting them. And the longer they can do that. the more to their
advantage.

The guestion 1, really. to what lengths you think we can go or
ought to go te make it more clear to them that the playing field must
be addressed. And it's the underlying problems, not the balance per
se, that we are now concerned about and that this must truly change af
we're to sort of play out the other friendship and very strong
interests that we have.

VICE PRESIDENT MOMDALE: Well, that's the issue. As you know., in
the anncouncement in Tokyo dealing with this one definition of what the
Japanese economy is about, the government of Japan said that they will
promote global growth, open markets, and a vital world trading system.
I take that to mean that they are committed to an opening of the
Japanese domestic economy, and that's why they've followed that up
with the five baskets with which you're familiar, calling for specific
negotiations to open up their domestic economy.

The experience we've had is as you've described it. I was up in
Boston the other day and I met with a very impressive aroup of
scholars at MIT. And then I met with & very impressive, &lmost 20
scholars of one form or another at Harvard. And I would say that your
interpretation of events there is pretty much rnow what the academic
community is saying. I don't think that would have been true ten years
ago. This relationship is so crucial for so many different reasons in
addition to economics that we simply must make progress on these
economic frustrations and irritations in order to go forward.

And the final point is that this is in Japan's interest. We ——
there are many, many, many products where we can produce better and
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around too; [ don't want you to misunderstand that.

whole ides of a free economy,
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H oH ox benefit.

There have been &ll kinds of studies about the —— 1 think the per
capita GNF in Japan may be the highest in the world, something like 23
or 29 thousand dollars per peErson —— e@normously impressive. Hut when

yvou calculate what it costs the consumer in Japan tor the same basket
of consumer needs that an American consumer would buy, actually the
much higher costs there, because of the closed market, disadvaniages
the consumer. That'=s a point that the president made in his hWaseda
speech.

A few years aqgo, 1 think it was Miyvazawa said ne wanted Japan to
be the lifestyle power of the world. So 1 think what we're doing is
not just for us; first of all, it's multilateral. Your point is well
taken. We're not —— these negotiations throuagh GATT and the ones that
we're talking about here are desioned to open up the global economy,
and these are not bilateral alone by any means.

And so my hope is that this growing realization., the growing
unanimity across the board in the United States in the Congress in the
administration and elsewhere, the specificity of what has been agreed
to be done here and the agreement at the highest levels of the
Japanese government that this is the objective, that they're going to
pursue together with their macroeconomic undertaking., may begin to
form the basis of significant progress. 5

SEMATOR EERRY: Well, I appreciate vour answer. [ know that there
are some limits to what you can and want to say about it, but 1 do
think that vou are going to be greatly leveraged by whatever capacity
the Congress has in bipartisan fashion to try Lo madimize our
oppartunities in this regard. I would just give you an example of one
that will be coming down the pike very shortly, and that's the
supercomputer ——

VICE FPRESIDENT MONDALE: Right.

SENATOR KERRY: ~— decisions that will be made.in Japan. And 1
want the Japanese press and cthers listening to take note that there
are deep concerns already at this moment that the bidding process
might not be fair, it might not necessarily give the fullest
consideration to édmerican products that it ought to, and this is sort
of & classic, you know —— yes, we're going to cpen up and we're going
to be open to X. Y. or Z processes; but when in fact the
implementation occurs, there's some game played behind the scenes or
some wrinkle that denies that to us. And I think that's the
sophistication that I addressed. I think there's increasing awareness
and consensus about those non—- tariff barriers.

VICE FRESIDENT MONDALE: This is what I referred to in my
meetings at MIT and Harvard. There are scholars now that have, instead
of just ' : ;
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studying macroeconomic issuss, have become experts on this more
difficult problem of the keiretsu and the rest; that Laura Tyson, the
chairman of the CEA., has written & book along this line. There's a lot
af leaders in the academic community now who understand that it's not
juslt business people who that try to sell things, and the
supercomnputer i1s an example.

There have been a lot of supercomputers sold in Japan in the
private sector because they're excellent, their pricing is very
competitive. Hut in the, public procurement side of the Japanese
ecaonaomy, I think it's been almost zero. Now, it's interesting that one
of the first preeminent priorities in this agreement reached in July
between the Fresident and the Frime Minister was to commence
government procurement discussions Lo significantly expand Japanese
government purchases of.. among other things., supercomputers. So 1bl's
singled out specifically for progress in market opening, and that will
be very shortly aone of the key discussions.

SENATOR FERRY: My time is up. 1 have to go to another mesting.
If 1 could just comment i1 the parting, there was an area of
guestioning and 1 don't know if 1 can get back, but 1 would enjoy at
sgme point exploring with you and certainly watching how we leverage
the mutual security concerns of the region, particularly with respect
to Korea and nuclear weaponry and China and i1ts emerging
militarization, and I think there is a huge new role with respect to
Japan and other countries in the region and our presence historically
that could be leveraged much more significantly, in both the
peacekesping role as well as that regional security role, I think, ars
ane of the great opportunities of this ers, and I certainly look
forward to exploring that with you. .

SENATOR ROBBE: Mr. Vice Fresident, we'll now begin & second round
which I suspect will be briefer; and hopefully we can conclude these
hearings. I am assuming that no one 1s in critical need of a break at
this point because I think we're getting pretty clase to the end. In
the absence of any reqguest for one, we'll go ahead and proceed.

Let me follow up on a guestion that was raised implicitly by
Senator KEerry in his remarks about the security situation and
particularly some of the things that we can do in that capacity. One
of the other recent developments was the fact that the Japanese had
declined the expected and traditional indefinite extension of the
nonproliferation treaty, and it got & number of people in the
international community to at least sit wup and take notice for a
pericd of time, and I would ask if you believe that this represents
any stepping up in its plutonium production specifically and whether
or not you think that it was directly tied to the fact that North
Forea in effect thumbed its nose or took a very different and contrary
stance with respect to the NPT situation and whether or not you could
envision Japan at some point pursuing a nuclear weapons program if
indeed other northeast Asian nations, specifically Narth Korea,
attained that potential? '

'

VICE FRESIDENT MONDALE: I think that's a very important
question. As you know, the government of Japan has for many, many
years taken,w«lsthink they call it, the “*three no positions'' —— there
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will be no manufacturing, no possession, no introduction of nuclear
weapons in Japan, and I believe
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that that is still solidly the policy of the government and the people

af Japan and of their military forces, and we enthusiastically support
that position. -

But, having done that, it tells us why that American presence is
so crucial there. That military security treaty. the nuclear umbrella.
is & Lthing that permits — it permits ws to cooperate in so many other
areas. Mow, we have a diclatorial, paranoid, isolated government in
Morth Eorea that is maybe trying to develop their own nuclear weapons
and is said to have developed or in the process of developing delivery
systems for those weapons that could bring Japan and much of that
region within its reach.

These are not —-— these are serious, very serious matters. As you
krow, our agovernment has just completed discussions with the North
Koreans in, I think it was, BGeneva, and there was some hope in that.
How much remains to be seen, but they have agreed to resume
discussions with the 14AEA, the international enforcement agency for
such matiers; they've agreed Lo resume discussions, as | understand
ity with Soulh Eores on some of those same matters —— similar security
matters: and they are entertaining the possibility of changing the
kinds of peaceful power plants they have there to light water
reactors. which does nolt produce materials that are easily adaptable
to weapons grade —— to nuclear weapons.

-

These are all beginning steps. but we have placed a very high
priority on getting an alternative to the possibility of a nuclearly
equipped North Eorea, which is just an unacceptable development, and
irm &ll of this we've been talking very carefully and closely with the
government of Japan, the government of kKorea and other governments in
that region. 1 think I better stop there &t this point on it but I can
assure you that this is very much in my mind when I go there, and 1
know that the —— and 1 look forwasrd to working with the government of
Japan on these matters.

SENATOR ROEBB: Thank you, Mr. Vice Fresident. And I might add
that I chaired a hearing vesterday —— a classified briefina from Mr.
Lucci —— and he updated us on the process of those specific
negotiations in Geneva and the US position with respect to what
happens from here on out. And I do think that probakly any additional
discussion in open session 1s ——

VICE FRESIDENT MONDALE: There is ——
SENATOR ROBE: —— perhaps not appropriate.

VICE FRESIDENT MONDALE: You either have or shortly will here the
nominee for our ambassadorship to Koreay I think it's a superb choice.
He's the president of Emory University in Atlanta and an expert in
this field because that Korean assignment is very, very important in
this whole context too. ' =
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SEMATOR ROBE: We look forward Lo having a confirmation for him
and for that particular post and recognize the importance of it. His
papers have not been received as yelty so we will, as you and I

discussed the importance of getting the papers in for this particular
Process.
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Let me focus back on the economic side for just a minute. Labor
Secretary Robert Reich recently criticized US companies for raising
prices here and in Japan because of the changed dollar-yen
relationship rather than taking advantage of the competitive advantage
that that might give them. I wonder if you would like to comment on
that and whether or not that's a matter that would vou expect to take
up with US business representatives in Tokyo or elsewhere in Jdapan?

VICE FRESIDENT MONDALE: I have not studied particular pricing
policies, but if 1 could make & general statement, we talk about Lhe
stimulation policies, domestic led policies that we want the
government of Jdaparn Lo pursus, and that's an important part of it. We
talk about the opening up of these markels across these baskels as we
described them. But there is another important issue which 1 do not
deal withy it's dealt with by the Treasury, and thalt i1s currency
valuations, and they're really. 1 guess, set by tLhe market in any
event over the long run.

But as you know, the yen now is substantially stronger than it
was & year and a halt &go. 1 think something like Z0 percent —— 1
could be corrected —— and this gives US producgrs in competition with
Japanese goods a chance to expand their markets. If they are prudent
in their own pricing policies, if they use the increased costs of
Japanese goods as an excuse to simply raise their own prices up to an
equivalent amount, it can produce inflation at home and it can nullify
or undermine a lot of the positive pro-trade benefits that ought to
flow from the dollar—yen relationship.

So I think 1t's something that deserves ta be discussed, and I
hope our American producers will see their role in trying to correct
these trade imbalances as well in that context.

SENATOR ROBE: I think any discussion with the new US Ambassador
to Japan with some of those intereste there and here certainly would
contribute to that overall objective.

Let me ask you one other guestion that has been a perplexing
matter with respect to Japanese-Russian relationships, and it has to
do with the island dispute in the northern territories. Is there a
role for the United States in any effort between Japan and Russia to
resolve that particular issue?

VICE FRESIDENT MONDALE: I think there is, but it's not as a
mediator or as an intermediary. These two nations have their own
elected governments; they're guite capable of conducting their own
affairs. And I don't think this is the sort of thing we ought to get
into the middle of. R R
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Having said that, 1 believe the resclution of the dispute over
those islands and a closer, more cooperative relationship between
Japan and Russia would be very beneficial in economic and other
reasons. It is the position of our government, which I will maintain,
that those islands belong to Japan. They were taken at the end of
World War 11, and that we believe they belong —- and that will be the
position that we will take, and 1 think it's the correct position.
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It must be said for the goverrnment of Japan that, while they tie
normalization, economic help and the rest to the resclution and the
return of those islands, they have nevertheless been quite responsive
to the reguests of our government and the European governments to
provide essential assistance assistance to Russia, and 1 think they

deserve to get a lobt of credit for that. They've granted some —— 1
forget the —— it's three or four billion dollars, I think; 1 could be
corrected on the figures —— despite the inability to resolve that

issue, and I think they deserve credit for that.

SENATOR RUOBE: Could you just comment very briefly on one other
important regional relationship, the relationship between the United
States and Japan's 1nterests vis—a-vis China, the important
competitive economic interests that are currently extant in that
region, and whether or not vou think that there is a role for any
input into the question of human rights and what have you that
continue to perplex us with respect to moving more rapidly into the
full-blown relationship that many believe is in the long term
interests of all of the parties in the Pegiun?t

VICE FRESIDENT MOMDALE: I think this is one of the reasons why
this new Asian Pacific —— this new Facific community is so importants
it will have its next meeting in Seattle, hopefully at the head of
state level. Fresident Clinton says he's willing -- will be going
because these are precisely the issues that ought to be at the center
of our dialogue with Japan and with ocur other friends throughout the
feian Facific region.

The Japanese government has accepted and been involved —— has
undertaken a commitment to expand buman rights and democracy. We have
no disagreement at &1l on the need for that, but this is one of the
areas where there's a shading in differences between how they think
it's going to be accomplished. 1 think we tend to be more up front,
more public, more legislated in that approachi they see —-— they would
like to approach it more subtly with you going in the same direction.
And I happen to believe that our approach is the correct one; but I
think —— you know, they live there; they know the region. I don't
think that their approach should be dismissed. I think this is why
that dialogue there and in the ASEAN environment, can ke helpful to
all of us.

- MORE
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I think this is why that diald@ue, there and in the ASEAN environment
can be helpful to all of us.

SEN. ROEBRE: I share your hope that the AFPEC communications and
certainly that the Seattle meeting will accomplish some of those
goals, and I hope, &s you do, for the high-level participation. and
have urged our administration and others to participate, and I'm
pleased that our Fresident is going to.

VICE FRESIDENT MONDALE: And I think this 1s something where this
committes can be very important because this is a big change, it's
evolutionary, and we're feeling our way. But the profound economic and
political changes in fAcsia someltimes are overlooked because we tend to
Euro—- centered. This 1s now our biggest market. There is real (yeast
?) and dynamism throughout fAsia. There has been a lot of advance in
human rights throughout that area. You look at Horea today and 25
vearse ago., you look at many of those other societies, look at Thailand
and the progress they have made. There are a lot of reasons to be
inspired by what's going on there.

But we need to think more brosdly of the bilateral relations that
are the foundation. But we need to start thinking and working together
in Asia toward that common —-— toward the common objectives that you
and cthers have described here.

SEN. ROBE: I think most folks would credit your distinguished
predecessor with alerting the United States and most of this part of
the Western world to the growing importance of that relationship and
the fact that it was beginning to eclipse in overall importance some
other relationships that had been historically sustained and remain
important, certainly., to the United States.

VICE FRESIDENT MONDALE: And I think that —— pardon me for making
one other point, but in your state you have some examples of Japanese
investments there. They are good citizens, they are. involved in the
community, they are providing jobs, they are desired members of your
community. And I talked with senators from Tennessee. They have &
similar relationship. But as we talk about ocur problems, every once in
while we ought to just take & minute and talk about the good part of
this relationship. There are a lot of wonderful things going on
between cur two countries, our businesses, and our people, and we've
got to keep building on that as well.

SEM. RORE: Indeedy, I ~-— and 1 will turn to Senator Murkowski
here in just a second. I had several occasions to visit with
then—-Ambassador .
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Mansfield during the time that I wae governor of my state, and I know
that for many states trade missions and encouragement of reverse
investment remain a very high priority, and it certainly does remain
sa, and your characterization of your own experience with Japanese
investment in our state and the additional investment that have flown

from that original investment is certainly very encouraging in that
regard.

Senator Murkowski?

SEN. MURKOWSKI: Thank ydti, Mr. Chairman. I'd like to go back to
a line of guestioning the chairman submitted relative to the return of
the northern islands because it's my understanding that Yeltsin has
not been te Japan. is that correct?

VICE FPRESIDENT MONDALE: He was there just briefly ——
SEN. MURKOWSE Lz (OfFf mike) —— the last visit — previously ——

VICE FRESIDENT MONDALE: But there were a couple of earlier
visits that were cancelled.

SEN. MURECWSEI: Yeah. BGorbachev went early in his reign, and the
general asswnption was thal Russia was looking for investment, the
Japanese side was looking for some relief on the return of the
narthern islands. A= a consequence of Gorbachev being an old
Bolshevik, couldn't give up something won in conguest, so he was
reluctant to give on the issue, and the Japanese looked at the
Russians as & poor credit risk that was unworthy of long—term Japanese
investment. And the nuances obviously came back to unresolved
guestions of the northern islands.

Since that time, however, we've seen Japanese going into the
joint venture in Sakhalin for 0il and gas exploration with (& facility
?) with Marathon.

MORE
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fnd we're seeing them now focd® in agsin on opportunities in Russia as
they look to sources of supply for raw materials and so faorth.
Recognizing this as & eternal problem belween nations, the fact that
we have taken a position which you restated, do you look for Yeltsain
to be more agaressive in encouraging Japanese investment in Russis as
we see Japan active in Vietnam, as an example., as they expand their
interests around the world? And is it —— is this something that vou
feel 1s going to have to be resoclved first or have iLhe Japanese
matured a little bit and said, ""Well, there's business opportunitiesy
we'll let this —— it's still a philosophical policy matter with us,
but we're going to look at opportunities as well and not just be hung
up on the issues we have in the past''?

VICE FRESIDENT MONDALE: As you know, Senator, the -— this region
has tradilionally been very unstable, and tensions beltween Japan and
Russia once ied Lo a serious war, and they've had other standdowns in
that region. Sc I would say evervybody's interest is served in
resolving thnis dispute. Getting a normal relationship between Japan
and Russia should be a part of thal. As I said earlier, despite the
northern islands dispute, the Japanese government has been guite
cooperative, forthcoming, in joining with the Western world in
providing economic aid and help to Russia in that package of —— more
than one package. And so they've shown flexibility there.

But there iz a -—— nevertheless, yvou can't get around that
dispute. [t's difficult for, apparently., the Russians to move on this,
and I think that —— and I don't want to go any further in this because
I'm a milliorn miles from being an expert on 1t, but I think it's very
hard for the Russian government, which has a lot of other problems, to
carry the burden of this issue as well. I hope that some progress can
be made. I'm going to try to do what 1 can be of help. I don't think
we should be a mediator or get in between. I don't think that's our
rale at &ll. But that is & problem, and if we can get
LUg—-Japanese-Russian relations on & sounder basis with that issue
behind us, 1 think the whole world will benefit from it.

SEN. MURKOWSEI: I would agree. I'm going to move into a line of
questioning here that is just going to be kind of & preamble for
something that you're going to be faced with. I mentioned it in my
cpening statement. What it concerns is the renovation of the
ambassador's residence. And I recognize that you bear no
responsibility of any consequence on the status current, but as you
are aware by the newspaper articles, there is a protest that filed by
one of the bidders regarding the award to Obayashi (ph). The protest
states specifically that under the terms of Section “-11 nf “the Fare1gn
Serv1ce Building Act of 1924, the state el i
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should never have pre—qualified Obayashi because Japan does not permit
equal access to American bidders for comparable projects.

Now, the chairman made & note previously, Senator Fell, relative
to the fact that Obayashi was low bidder at 47 million compared to
about nearly 11 million dollars for the American firm.

MORE <
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That on the surface would appégb to be sufficient to suggest that it
should go to the low bidder.

However, my understanding is that under the Foreign —-— Foreign
Service Building Act, companies soliciting bids are subject to what is
known as a three—-year rule. The three-year rule is that they must
certify that they have within the three yvear pericd preceding the
of fer been —— not —— not had & civil judgment nor had & conviction
rendered against them. Now, I - I'm not asking you, but I would ask
for the record., and if there's anyone from the State Department that
could come forward. it would be appreciated. If not, I would ask the
chairman that it be included in the record as part of the hearing.

VICE PRESIDENT MONDALE: We'll —— we'll get a response on that.
SENM. MUREDWSEI: Okay. My qguestion then ——

SEN. ROBE: We -—— we'll leave the record open for that response.

SEN. MUREDOWSEI: Okay.

The State —— 1 would ask that the State Department tell me
whether they knew if the Obavashi {(ph) Company scomplied with this
rule, and press releases of the judgment are dated December 2Znd,
1989, The petition filed on behalf of the American company who lost
the bid states that they —— the American company —— submitted their
prequalification bids back in 1992. 5o as yvou read it., the three-year
would apply to Obayashi (ph) until December Z2nd, 1992. The unanswered
question is, did Obayashi {ph) qualify for the prebid prior to 1992,
because if they did, then clearly they would be in violation of the
three-year prohibition against any company who had had a civil
judgment or been convicted, and this is clearly the case of -—- of the
Obayashi (ph) company.

It's kind of interesting to reflect on some of .the comments that
are avalilable to —— as a conseqguence of the media's research on this.
Mr. Hylie (sp), & former chairman of the New York State's Metropolitan
Transportation Authority, suggested that Obayashi (ph) could not do
the job for #%7.1 million, it was done simply to keep American
construction companies out of Japan. And another gentleman by the name
of Carl Negel (sp), manager of the J.A. Jones International Division,

who was a second US bidder, stated that there was no way it could have

gotten down to the price of Ubayashi (ph) .

e And then we hear frum“Clyde Preatuthz; 7
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of its continuing indifference to trade issues. He says that these
things are read by the Japanese as evidence that the United States is
not serious —— Mr. Prestowitz {(sp), of course, is well known in
US—Jdapan trade circles. He says further when Mickey Kantor goes over
there, our US Trade Representative, and hammers them to open up their
canstruction markets, and then the State Department gives a contract
to a Japanese company who has been guilty of fraud and paid $&600,000
ta the US gavernment. back in '8%9 as a consequence of that., it just
destroys the Trade Representative's position. He says we do it time
and time again.

1 wonder if you have any comment on this —— this dilemma that
we're faced with and the fact that it's going to be your new
residence. {(Laughs)

VICE FRESIDENT MONDALE: Well, I —— 1 —— I was impressed by the
fact that they took my term there —-

SEN. MUREDOWSEI: Yeah, 1 thought that was rather -—
VICE PRESIDENT MONDALE: —— because for two yvears I'm going to be

living in & tent out there —— (laughter) —-— and 1 appreciate that high
honor .

SEN. MUREOWSEI: Well, it was done under your administration.
VICE FRESIDENT MONDALE: {Laughs)

SEN. MUREKOWSKI: No, it —— clearly, it was done some time ago.
That's the problem.

[

SEN. ROEE: When did —— when did it occur?

VICE PRESIDENT MONDALE: Ch, I talked to the ambassador, TMr.
Mansfield, and he said that it -— it's —— for years it's needed —- it
was built, I guess. 1231 or something. He said the wiring inside it

was & firetrap., so it had to be rebuilt.

MORE
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¥ M M rebuilt.

I'm not familiar with this. I Fead the story and I've had —— I asked
some questions because I thought it would come up. but what I would
prefer to do is to get & response from the State Department to yvou on
vour specific questions. And I would point out that these agreements
in Tokyo in early July elevate — public procurement is almost the
preeminent emphasis, along with auto parts and autos and insurance,
for the first wave of negotiations leading to these —— hopefully,
these opening in their markets.

So, I will be supportive of that effort, and 1 hope next time we
have more progress to report.

SEN. MUREOWSE] @ You handled the guestion very diplomatically, as
I suspected you would, and I think what we have to ascertain., HMr.
Chairman, is whether or not this three-year period includes the
pre-qualification because the US bidders say in sworn statements that
they were involved in meeting the qualifications as early as 1992, and
the three years would start from there, which would clearly eliminate
Obayashi {(ph.’ Now, the accuracy of that the record will reflect.
We'll look forward to hearing from the State Department because 1
think this is & matter that is important because appearances are very
much a reality that you live with particularly in your position.

And the last thing I would say, recngnizigb that Ambassador
Mansfield is still with us. that you get Mike's recipe for his instant
coffee which he serves each morning and brews himself on the spot,
because it's an experience. And —-—

VICE FRESIDENT MONDALE: I've been through it.

SEN. MURKOWSKI: —— it gives you a good constitutional start for
the day when you are about to attend his briefings in Tokyo.

VICE PRESIDENT MONDALE: I1've been through that two or three
times. 1 want to try to avoid inflicting that on the American
citizens.

SEN. MURKOWSEI: You are a diplomat.

Thank you. Mr. Chairman. e

VICE FRESIDENT MONDALE: We will get the answers you want. Dnﬁipf
the things I heard --— A : : ke 200 '

. SEN. MURKOWSKI: I hope it
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VICE FRESIDENT MONDALE: Well, you asked a specific guestionsg
vou're entitled to a specific answer.

SEN. MURKOWSEI: Thank you.

VICE FRESIDENT MONDALE: I understand that the State Department
when they made their estimates of the cost —— this is before bids were
received —— estimated that it would cost something like $7.5 million.

e

SEN. MURKOWSEI: That's carrect.

VICE FRESIDENT MONDALE: And so, although others are sayinag that
that's unrealistic, the early estimates by our people over there, I
understood, was $7.5 million. So whether that's —-— but 1 think that
should be in the —— thrown in the -—-—

SEN. MURKOWSKI: Sometime it would be interesting to go back and
see the State Department estimates and actual costs. If the estimate
of the embassy in Moscow is any evaluation, why, there's a little rocom
for fudge. Eut nevertheless, let's find out ——

VICE FRESIDENT MUONDALE: I understand. And then —— and I think
that figure ought to be thrown out because that's what the officials
in the State Department are saying.

The second thing is, as you pointed cut, the Japanese bid came in
about 3 million under the other bids, and the third peint is that
there 158 — & complaint has been filed with the GAD. That will be
given —— that will go through the process, and they're entitled to

that, and the determination will be made based on that complaint.

SEN. ROEB: Thank you, Senator Murkawski.”We can follow through
on that matter, and we can bring that to resclution. I think you would
agree, however., that that would not bear directly on the confirmation
process, and we would not intend to hold up the confirmation pending
the outcome of that particular matter.

SEN. MURKOWSKI: Absolutely.
SEN. ROBRB: Thank you, Senator Murkowski.

To complete the round off questioning, Senator Sarbanes.

SEN. PAUL S. SARBANES (D-MD): Thank you very much, Mr. Chairman.
1'l1l1 be very brief, and I apologize. I've not been able to be here
throughout the morning., but I have another hearing that I'm also
paying attention to. In fact, 1'll have to return there.

First of all, I want to commend the nominee for this very
thoughtful, sensitive and perceptive statement. 1 wasn't here.
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¥ # ¥ here.
I don't know whether vyou read The whole thing or put it in the ——

VICE FRESIDENT MONDALE: I read about half of it but I thank you
for bringing it up because I asked that it be —— that statement was
very carefully prepared to reflect presidential policy which ['11 be
implementing, and I hope that the —— it'll be read here and in Japan
az an important statement of that policy and of my mission there.

SEN. SARBANES: Well, I assume that in reading it because it's
obviously been very carefully done and a great deal of thought has
gone into it. And the fact you anticipated a point I wanted to make,
which 1 think this is a statement that does decserve to be printed for
broader circulation, for people to read and think sbout both in this
country and in Japan —— because I think it addresses a number of very
important issues, and it does them in & very balanced and sensitive
and thoughtful way, and we very much appreciate it.

In fact, I wanlt to pick up on just a couple of things in it.
First, vou talk towards the end of what you see as your
responsibilities, a&nd one of them is & broad —— participate in &
broad-ranging defense and security policy dialogue with Japan. And 1
just want to throw —— send some thought intcoc that. I am not one of
those who thinks we should be pressing the Japgnese to become a
rearmed nation, & major military power. In fact, you know, with the
implosion of the Soviet Union, the objective actually around the world
should be —— people should decelerate their commitment to arms and
military force to the extent that that's achievable. I know we
continue to have regional conflicts that you have to address, but they
don't rise to the magnitude of what we were confronting when we faced
the Soviet Union, the Warsaw Fact, and so forth. And it seems to me
that particularly since Japan has been picking uvp more of the economic
and financial costs connected with security concerns, and hopefully
they can continue to do even more, that's a very divisive issue in
Japanese society as I understand it on many issues. Now, they've
undertaken now to do a peacekeesping role, which, it .seems to me, is
appropriate for a major national power on the world scene, and of
course one that is looking now at permanent membership in the Security
Council at the United Nations. But I'm not one of those who -— and
there are many in this country who want to press them to become a
fully rearmed power, and I just want to register that for the purpose
of dialogue.
Secondly, I think this statement you make about the trade
imbalance is very —— you say it is also important because const

-;._".j';'_'_'Wrade friction weakens pub}imuppurt in both the United St

fJapan for alliance and it threatens our ab;lzty tn cncperat

o der agenda. I th:nk 3 B o g ot
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that's a very important point. There's a tendency to see the trade
balance problem only within its own terms, but we need to understand
that we need, 1 think, to resclve it, move it to & more sustainable
basis because it does impede and affect our ability to have, I think,
the kind of relationship with Japan that we certainly want and I think
the Japanese want. 1 would heope that putting that, as you have done
here, in a broader perspective in terms of its implications might be
helpful in making some advances on that problem.

MORE
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# M M problem.

VICE FRESIDENT MONDALE: This morning as we listened to the
questions, you could see that being played out, the frustrations that
are generated in the United States about these enormous trade and
current account imbalances tend to skew all the discussions toward the
frustrations; and there are many, and they have to be resolved. 1
don't want to be misunderstood at all.

@ @ O O 9

@

But there's a lot of very good things happening between our two
countries; we should not forget —— there's a lot of, they call them
transplants —— but there are a lot of Japanese investment in the
United States in communities, and, generally speaking, 1t's been very
well received. That is to be encouraged.

Qo 9

You brought up a point in support of American troops. Shortly in
a year or two they will be supporting our presence in Japan to the
tune of saome 735 percent of costs. That's the most generous of any
support in the world for US irnvolvement, and we're now i Lthe position
where 1t’'s much cheaper to keep US forces in Japan than in the United
States. This also helps us —— and it helps on your first point about
the evolution or the possible evolution of Japanese military policy. 1 ‘

o Q9

think our presence there, the military security treaty, the continuing
discussion and cooperation between us us and Japanese forces, the
presence of the nuclear umbrella, all of this helps Japan deal with ‘
the concern that you're talking about, and they. of course, are deeply
concerned about i1t as well.

C

On the other hand, we're encouraging Japan and they're beginning
to do it now —— to participate more in the peacekeeping funchtions
around the world. The forces in Cambodia, some 600 Japanese personnel,
they're in a noncombatant role there but, under a Japanese commander,
performed very well. And, while we have to knock on wood, yet it looks
like there's a chance that this Cambodian policy is working out a lot
better than a lot of people suggested. I don't want to predict that
it's going to end up that way, but at least the first couple of
chapters on that are quite impressive, and the Japanese have to be
given a lot of credit for that. Two of their people were killed, I
believe; they were in harm's way.

O © O O

Their law does not permit them to be in a combat position: they
have to be peacekeeping forces only. They were the biggest contributor
-— putside contributor to the Somalian effort in terms of financial
I support. They were the largest -—- almost the largest contributor, I
Wi think, to the Gulf War, over %13 billion. And so there's an evolution
l there of Japan's role in the world and a positive peacekeeping role
quihat S th:nk;needsbta beimm: first;they needﬁtu be thanked for wh
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SENATOR SARBANES: Mr. Chairman, 1 think real actually that the
commitiee ought to send a copy of this statement to each member of the
Senate sort of saying that Vice Fresident Mondale appeared here; he
made this very careful and thoughtful statement, and it ought to be
brought to our colleagues' specific atltention, worthy of their review
in terms of discussion the US-Japanese relationship.

SENATOR ROBB: Senator Sarbanes, 1 agree with your assessment of
the importance of the statement. [ commented using almost the same
language you did in terms of my own reaction to it earlier, and I will
see that each member of the Senate receives a copy of the statement
for their perusal and future reference.

SENATOR SARBANES: I just —— 1 wish yvou well., As [ said at the
outset, this is a splendid nomination: we're delighted with it. 1
think yvou're going to do a very effective job. We know of your own
longstanding interest in Japan, even more of Joan's longstanding
interest, and you're going to be a terrific representatives of our
country there, and we wish you well.

O O 9O @0 9 o o 9
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VICE PRESIDENT MONDALE: Let me —— and if we're closed —-— when
Senator Kerry said he was glad to see us go back into public life and
it was a contribution to the country:- -1 don't see it that way at alil.
I love public lifey; I'm & public man. I wanted Lo get back into public
service., My beslt years have always been that., and this chance to
contribute again to our nation and to this most crucial of all
relationships is something that I'm thrilled to do, and Joan is, and
we go there, if confirmed, with & lot of joy and happiness.

A

SENATOR ROBE: Mr. Vice Fresident, those gentiments don't
surprise any of us who know you, and that's certainly a very
significant part of the incentive for so many members to turn out here
for what would otherwise be & very routine confirmation and for so
many distinguished leaders in the Congress today and in the past to
appear at your confirmation hearing.

I would conclude by say that we do look forward to vour return
visits to this committee. Some of the questions that were raised today
and certainly the importance of the relationship make your testimony
before the committee after you've had & chance to work in the
environment for & period of time, would be most useful, and I will
extend to you now & standing invitation that when vou return, at a
time that you find convenient, to get together because 1 think it
would be important for the committees and for our understanding of the
special concerns and the special opportunities that exist between our
two countries.

I would say that my last trip to Japan was back in April. It was
my first trip, although I had made guite a number of trips previously,
{ I think I was probably the only visitor that had & few minutes with.

'J Deputy Faoreign Minister Owada, who talked only about US-Jdapanese =
5ww relations, and. maﬂidnutmeven guery him about the then upcoming ¢“44wmmmwmuc3
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And I would also say that the new ambassador to the United States
from Jdapan, Ambassador kKuriyama, the visits that I've had with him
have been very useful, and we hope to continue those. But yvour
presence before this committee at some future date which is
convenient, 1 think, will be greatly appreciated and we will look
forward to 1t. ’

VICE FPRESIDENT MONDASLE: HWe've talked about the traditions of
strong ambassadors from our country to Japan —-— Mike Mansfield's a
classic example —— but the Japanese. too, have sent their best people
to the United States as their Gmbassador. Mr. Eurivame is a good
example, and I think il shows this underlying profound sense of our
interrelationship and interdependence. That's the best news of all,
because if we build on that, evervthing is going to get better.

I want to thank the committee for its generosity today and for
the time it has spent, and I will be glad to come back. I hope —— 1
would like to see more members of the Congress kind of get engagsd in
—— 1 realize how busy you are —— but in this US-Japanese relationship.
You're starting to do ity I think Senator Sarbanes has done some of
ity Eill Bradley has been back and forth many times; Senator Lugar has
been back many times, and Senator —— 1'd like to see more of that
because this is -— we tend to be Euro-centered, and I don't mean to
diminish that, but we need to see how this world is changing over
there and we need an American response that's appropriate too.

©c 0O O 9O @ o 9
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We are —— and we somelimes forget it —— we are an fAsian and a
Facific mnation as much a&s we are an Atlantic nation, and we need our
institutions, including the Congress, to reflegt that new reality.

SENATUOR ROEBE: Mr. Vice President, we thank you. I share your
assessment of the representatives that Japan has sent the United
States. The last several ambassadors I've had coccasion to get to know
persanally —— even have played golf with at least two of those
ambassadors —— of the last for or five ——

VICE FRESIDENT MONDALE: Can yvou put your scores in the record?

SENATOR ROEE: I don't believe that was formally included.
although they always look a little better with time; that tends to
improve both the score and the opportunity of playing. But playing —
and I don't get a chance to do that very often any more certainly
since coming to the Senate but -——

. VICE FPRESIDENT MONDALE: Well, I'm sure you remember Ambassador
&l Matsunaga (phonetic) who was here for some yvears and now heads a
foreign relations think tank; Ambassador Sokoara (phonetic) and
several -——
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_1' - SENATOR ROEBE: PBEoth of those ambassadors are ambassadors that
]--ﬁibgggplﬁ?eq golf with both here and in Japan. 1

PRESIDENT MONDALE: There's-@h?_stpry for today.
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SENATOR ROEBB: That's right. I would add parenthetically that was
before 1 came to the United States Senate in any event, lest anyone in
Virginia is worried about I'm taking too much time for the pursuit of
those pleasures and amenities.

Mr. Vice Fresident, we thank yvou for coming. I think it is
reasonable to say, although of course 1 have only one vote and the
Senate colleagues who have appeéared here today have one vote each,
that I would be very much surprised if you were not unanimously
recommended by this compittee at a markup tomorrow and confirmed on
the same basis by the full United States Senate, perhaps as early as
tomorrow night depending on whether or not —— or sometime very soon so

that yvou and Joan can begin packing and making preparation to move to
Toekyo.

And with you go our best wishes, and we look forward to a

continuing dialogue about this very important relationship. But with
that, this portion of the subcommittee meeting will come to a close.

END
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