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 Thank you so much for honoring me tonight.  It is a pleasure to be here.  The 
Japan Society of Northern California has such a long and distinguished history of nurturing a 
relationship between the United States and Japan that has been vital to the peace and prosperity 
of Asia for more than 65 years.  I welcome the opportunity to share some thoughts with you 
tonight. 

A few weeks ago the New York Times carried a depressing headline in four columns 
above the fold on its front page.  It read: 

“Japan goes from Dynamic to Disheartened” 

Underneath, the sub headline was: 

  “Retrenchment Offers the West a Grim Vision of the Future” 

Martin Fackler, a very good reporter in Tokyo, who I met while I was serving as the 
American Ambassador had some very gloomy things to say about the Japanese and the future of 
Japan.  He quoted a middle aged Japanese man whose first name was Masato.  The fellow did 
not want to be further identified because he was contemplating filing for bankruptcy.   Masato 
said, 

  “Japan used to be so flashy and upbeat, but now everyone must live in a dark and 
subdued way.”  

 Fackler went on to claim that Japan had become “little more than an afterthought in the 
global economy.”  He quoted several undeniable facts in support of his thesis that deflation had 
robbed Japan of much of its vitality.     

 Fackler reminded us that Government debt is now 200% of national GDP.  The stock 
market is 25% the size it was in 1989.  The average price of a home is the same as it was in 1983.  
And the overall economy is no larger now than it was in 1991 when some economists were 
predicting that Japan would overtake the United States to become the world’s largest economy in  
-  you guessed it  -  2010. 

 While I felt the Fackler piece was overly pessimistic – those who think the Japanese 
economy is now only “an afterthought in the global economy” – do so at their own risk.  Japan 
after all is the second largest holder of American treasuries in the world.  Still there is a lot of 
truth in what the article says. 

 Japan has done a lot in the last three years to marginalize itself-both economically and 
politically. I find that ironic because when I first arrived in Tokyo in 2005 the world-view of 
Japan was quite upbeat.  Most people, I talked to, thought that Japan had crossed a post war 
threshold and was ready to assume a greater role on the world stage.  Prime Minister Junichiro 
Koizumi became the second longest serving PM in post war history by being a strong advocate 
of reform.  Economically, Mr. Koizumi was determined to make Japan more competitive in an 
increasingly globalized world and he was successful.  Politically, he famously promised that he 
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would either reform his own Liberal Democratic Party or destroy it.  Reform it, he did.  The 
public loved it and Mr. Koizumi retired from public office with the highest approval ratings in 
Japanese history.  When he left office, Japan was a bigger player on the international stage and it 
was emerging from the fiasco of the so-called lost decade. 

But then a series of petty scandals robbed Mr. Koizumi’s successor, Prime Minster 
Shinzo Abe, of the mantle of reform that he had inherited.  Soon after, Mr. Abe wound up with 
the unenviable task of announcing to the Japanese people that 64 million pension accounts had 
been lost by the government.  Can you imagine what would happen, if the President of the 
United States had to tell the American people that the federal government had lost 64 million 
social security accounts?  That the government did not know whose accounts were lost, who had 
paid what or who was entitled to the benefits as a result?  Well, that’s what happened in Japan 
and it happened a couple of months before their equivalent of a mid-term election.  As you can 
imagine the pension fund debacle set off a political tsunami.  The ruling LDP lost the Upper 
House and for the first time in its history Japan had a divided government.  In a country that 
reveres and constantly seeks consensus, this was a stunning development.  Five Prime Ministers 
and two elections later the Japanese are still reeling from the effects of that election.  Let me add 
here that my remarks are not meant as a criticism of the winning Democratic Party of Japan or a 
yearning for the return of the old LDP to power.  Split governments have existed for both parties 
now during the last three years and neither has come up with a formula for making them work.  
Having said all that you might be surprised to hear me say that I am not as pessimistic about 
Japan as Mr. Fackler. The Japanese will ultimately figure out a way to govern effectively, but 
those of us in the West must have patience while they do.  Japan has too much to offer the world 
to be marginalized forever.  

 Having recently returned from a long trip through Asia – I visited China, Japan and 
Vietnam – I have a fresh sense of how much the interests of the United States and Japan are 
aligned and how much the condition of the US – Japan alliance is monitored by others through 
out the region.  To them   the health of our relationship matters to their security and prosperity.  
To be sure there are concerns about our fiscal condition and the condition of our two 
governments.  We simply cannot ignore grave problems like structural deficits and political 
gridlock and expect things to get better for either of us in the long run. But the American and 
Japanese people have a history of doing what needs to be done when there is no other choice.  I 
think they will do that again   with one caveat. Neither the United States nor Japan can revert to 
protectionism. The world economy is more globalized than ever before.  If either of us puts up 
barriers to others, we will ultimately reap a bitter harvest.   

 Americans need to remember that one out of every five jobs in this country depends on 
trade.  The Japanese need to recognize that their economy will only grow when it is as easy for 
an American to do business in Japan as it is for a Japanese to do business in America.  We both 
need to work together to make the pie bigger rather than arguing over the size of our respective 
slices. 
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 Both America and Japan have to face up to the reality of our fiscal situations.  As I have 
already said, Japan’s debt is now 200% of GDP.  America’s is about 90%.  And that doesn’t 
count the unfunded liabilities we both have to pensions and social security benefits.  As a point 
of reference, Greece today has a debt that is 113% of GDP.  Clearly, all of us whether we are 
Americans, Japanese or Greeks have to do more to close the gap between government 
expenditures and government revenues or we are headed for a financial crisis of unprecedented 
proportions.  But here is where I have more optimism than some in America and Japan. 

 When I look out on the world today, I know we can compete wherever we go.  The tide of 
history is still with us.  More people accept as universal values, the things that we both hold most 
dear – free speech, free press and free markets.  While some question whether capitalism still 
works, I question whether anything else could do better.  Whether you are in China or Vietnam or 
America more people than ever have faith in the belief that markets produce more jobs and 
prosperity than governments. 

 And when you think about what Japan and America have to offer to the rest of the world, 
you know that we can be successful.  Despite the recent downturn, world GDP is reaching new 
highs.  More people are doing well than ever before.  Whether it is China or India or Africa, 
hundreds of millions of citizens are leaving poverty behind.  That is a good thing morally and it 
is a good thing economically.  Prosperity begets more prosperity.   Trade begets more trade.  
People who are making more, eat more, buy more and live more.  No one is a loser when that 
happens.  Japan and America are big reasons why the world is becoming more prosperous 
because we continue to lead the world in research and development.  We are the two most 
advanced nations on earth in technology.  The number of patents issued each year to Americans 
and Japanese dwarfs what is going on in the rest of the world. In sectors like energy and the 
environment citizens of every country have great concerns.  We have great solutions.  Japan is 
the most energy efficient country in the world and while America is less so we are still far ahead 
of most.  At the same time America has the best technology in the world for finding fossil fuels 
and spends more than any other country on the development of alternative sources of energy.  
The world needs the expertise that Japan and the United States have when it comes to being 
more energy efficient and energy resourceful.  As a result we both have something to sell in 
every corner of the world and it is not just confined to energy and the environment.  Across the 
board American and Japanese technology is at the cutting edge of finding innovative and creative 
solutions to problems in every sector.  Whether it is agriculture, manufacturing or services, 
America or Japan or both knows how to do things more productively and efficiently than anyone 
else in the world.  We do not need to fear the future because we helped to make it.  And there is 
something else that we do pretty well. 

 The United States and Japan both understand and embrace values that underpin a 
successful world economy.  We are both advocates for the rule of law, the integrity of the 
marketplace and the value of intellectual property.  These are the modern day building blocks for 
successful economies. With them all things are possible, without them all things are fragile. The 
spread of those principles into the global economy will increasingly make us more welcome than 
shunned in the world.  
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 Finally, the Japanese and American people have come to understand the importance of 
the US-Japan alliance to the peace and security of the Pacific.  Recent surveys show that 80% of 
Japanese and 80% of Americans support the alliance.  That is an important thing to remember 
when our two governments sometimes find it difficult to resolve differences over the basing of 
the American military in Japan. 

 Contrary to what our friend Masato might say, I do not think that Japan is a “dark” place 
today.  It may have its problems but it is more committed than ever to democratic solutions.  
While its economy has sputtered it is still the third largest in the world.  It still pays the second 
largest UN dues and it is still a major source of development aid.  Japan still counts and it will do 
so for decades to come  -  especially to the United States. 

 Japan is still America’s second largest overseas agricultural market, the largest buyer of 
American planes, the largest purchaser of pharmaceutical products and medical devices, the 
largest purchaser of American movies.  American insurance companies collect $50 billion a year 
in premium income from Japanese customers. The United States runs a $17 billion trade surplus 
with Japan when it comes to the service sector.  In short, Japan is still a big customer and a big 
opportunity for American business.  And Japanese companies continue to invest huge sums in the 
United States that create more jobs for American citizens.  Toyota for instance, employs more 
Americans than Intel or Cisco or American Express. 

 Our two countries were once the worst of enemies.  Now we are the best of friends and 
we are both the better for it.  We must continue down that path.  That is why I am so honored to 
receive the Japan Society of Northern California’s Award of Honor tonight.  The previous 
winners have done so much to foster a relationship that is vital to our future success.  I am 
humbled to join their company. 

 Thank you for inviting me to join you tonight.  Thank you for giving me this award.  And 
thank you most of all for working tirelessly to promote a relationship that is still a force for good 
in the world. 

 


