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INTERNATIONALIZATION
THE CHALLENGES FOR JAPAN & CANADA

From the commemorative lecture by Mr.JAMES.H.TAYLOR who is
the Canadian Ambassador to Japan

About a generation ago, the Canadian scholar Marshall

McLuhan coined the phrase “the global village™ to
describe the new world of interdependence and change.
If he were alive today, what he would see would be a
realization of this image, and more. Certainly the pace
of change has increased in velocity, and it is often
difficult for those of us in the public policy arena to keep
up. Today, on the eve of the closing sessions of the
Uruguay Round, we wonder whether we will be able to
meet the challenges of a freer global trading environ-
ment. Canada and Japan, as is the case with other GG 7,
OECD, PECC and PBEC countries, have much at stake
in the direction of this interdependent environment: we
are both trading nations who are vulnerable to oil and
other commodity price fluctuations, and to the threats
of protectionism and of the creation of regional trading
blocs, We share many of the challenges of coping with
this changing world. We recognize that we can learn
much from each other.
For Canada, the Free Trade Agreement with the USA
can be seen as a step in the right direction toward
adapting to change, with the objective of securing
access to the US market and pulling down the barriers to
trade which are an obstacle to the development of com-
petitive industries, Canada has to work hard to evolve
from being an order-taker for her raw materials to
being a successful marketer for a range of value-added
industries, Our trade with Japan shows that these
efforts are bearing fruit, Canada is developing into a
Pacific Rim nation and has increasingly focused on
Japan as the most important of our Pacific Rim neigh-
bours, We recognize that we still have a ways to go
toward achieving the potential of these Pacific relation-
ships.

For Japan, the challenge has arisen out of her increas-
ing prosperity. Since the Plaza Accord in 1985, Japan
has seen unprecedented growth in national wealth
— Japan is now the world's largest creditor nation,
Japan has transformed herself from an exportled to a
demand-fed economy, Household consumption rose by
almost 30% during the 1980-88 period., This rise in
domestic consumer demand along with the opening of
the economy have meant that Japanese consumers are
now demanding variety and value. More and more
Japanese have increased leisure time, and more are
travelling abroad, including to Canada where almost
500,000 Japanese are expected to travel this vear.

All this has put pressure on Japan for internationaliza-
tion - calls for domestic market liberalization and der-
egulation, increased access for foreign goods, services,
and workers; increased pressure for Japanese invest-
ment (including local content regulations) . ODA: Japan
is now the largest donor nation(US$9 billion in 1989) .
There is also pressure on the political front: calls for
Japan to assume the political leadership concomitant
with its economic strength,

Thus, I am afraid that in Japan the term internationali-
zation has become synonymous with the word pressure,
especially “outside pressure”. Yet in our interdependent
world, in the global village which is still developing,

internationalization should not be seen as a challenge
which is imposed on us from the outside, but as a
challenge we all share, The dramatic events of recent
times — the end of the Cold War in Europe, the agonizing
process of democratization and development of a free
market economy in the Soviet Union and Eastern Eur-
ope, developments in the two Koreas—all of these and
more will have a direct impact on our economies, and all
of them pose not only challenges but opportunities for
international cooperation,

Within this context of internationalization, let us look
at the evolving relationship between Canada and Japan,
From a Canadian perspective Japan is evolving from
supplier to investor, from neighbour to partner. Two
way trade is now approaching $20 billion annually and it
is well-balanced between us, Estimates for the year
2000 are approximately 540 billion, Japan is Canada’s
largest export market after the USA | and our objective
is to increase further the percentage of manufactured
and value-added products. Japan is the third largest
investment source for Canada: investments have doubled
in recent vears to approx $1.5 billion annually, but at
29, this is a minute percentage of total Japanese over-
seas investment, That Canadian investment in Japan
should also be increased is a view which is shared by
many influential Canadians: a recent visit to Japan by a
group of senior Canadian business leaders focused on the
necessity and opportunities for increased Canadian
investment in Japan in order to add a new dimension to
our bilateral economic relations.

On the company to company level, changes in the
structure of our business relationships are a reflection of
our changing times —a greater number of joint ventures,
strategic alliances and technology cooperation agree-
ments as a part of the globalization of industry . In fact,
as in the relationship between many industrialized coun-
tries, it is becoming increasingly difficult for us to
provide definitions for the realities of our commercial
relations in terms of nationality, If a product is the
result of basic research by a Canadian university, of
development by an American company, of manufactur-
ing by the Canadian subsidiary of a Japanese company,
the question of national origin is less relevant, Our
objective should be to ensure that the framework to
encourage the exploitation of these opportunities is in
place.

Internationalization in Japan also has a regional dimen-
sion, and it is for this reason that [ am here today.
Changes in Japan's domestic economy —including the
diversification of the industrial base, the diversification
of large corporations, the globalization of medium-sized
enterprises who are now the driving force of interna-
tional investment— all these are paralleled by the
growth of regional economies. Tohoku, for example,
has been successful in diversifying its economy to higher
tech industries. It has also been successful at attracting
large Japanese corporations’ investment., At almost
25%, it has the largest regional share of new plant
construction_ in Japan. Greater opportunities close to
home will no doubt lead to a growth in the U-turn



phenomenon and an enrichment of Tohoku's important
resource — people .,

In adapting to our changing world Tohoku and Canada
share similar qualities and challenges which would pro-
vide the basis for cooperation. The first is the preserva-
tion and improvement of environmental resources and
hence quality of life, Environmental issues are not
domestic issues — the challenge of the environment can
only be met through international cooperation, Canada
and Japan have already taken the first steps toward
cooperation in this very important field. An example is
the Globe 90 conference and exhibition on business and
the environment which was held in Vancouver earlier
this year, Japan was one of the largest participants in
this forum, the first to put business and environmental
protection under one roof. Globe 92 is to be held in
March of that vear, and we are hoping for a sizeable
Japanese presence then as well,

Secondly, we should exploit our common interests in
the resources field, Canada and Tohoku are both large-
ly resource-based economies; both of us face the chal-
lenge of increasing the value-added of our resources,
For example, in fisheries. through aquaculture; in agri-
culture and livestock industries, through improved
breeding and biotechnologies. Other resource industries
we share: forestry, mining, and energy face similar
challenges. There is room for cooperation, both by
governments and the private sector, in all of these
fields.,

Thirdly, Tohoku and Canada offer “quality of life”,
a concept which I understand has found its way into the
Japanese language as well. We wish to enjoy the fruits
of our labours and to exploit our increased leisure time
to the fullest. Tohoku's affordable land, affordable
housing, easy access to recreational facilities : these are
all factors which are of increasing importance to the
Japanese people. These are also qualities which Toho-
ku should be building on, Canada has well-knowm
capability in resort and housing development; perhaps
this can be of some use in Tohoku as well.

Fourth, and again in the human dimension, Tohoku
and Canada are both concerned with the development of
their human resources., We need to expand our mecha-
nisms of exchange and education for the young genera-
tion, Programs such as the working holiday visa and
the Japan English Teaching program have done much to
improve communications at the grass roots level. But
there is certainly room for further activity, and with the
objective of promoting understanding and knowledge of
each other’s cultures and way of thinking, this area
merits our careful consideration,

Finally, I would like to speak concerning the main
reason for my presence here today—my government’s
Pacific 2000 program. Essentially, Pacific 2000 is a
recognition of the utmost importance of Japan for
Canada

I mentioned earlier that Canada regards itself as very
much a Pacific Rim nation, But Canada cannot have a

“Pacific Rim” strategy without a Japan strategy.
Pacific 2000 is not the first of these strategies: in 1986 the
Canadian Government developed a strategy which en-
compassed Japan, knewn as the National Trade Strat-
egy. Inretrospect, the analysis which underpinned this
document may have been too conservative, with too

narrow a focus, It was written against the background
of great concern in Canada over Japan’s ability to adjust
to the higher value Yen. Who would have believed in
the latter days of 1986 where Japan would be today?
Who could have predicted the extent to which both
Canada and Japan would adjust to new realities in the
bilateral relationship?

Pacific 2000, which was announced by Prime Minister
Mulroney last vear, reflects our recognition, not only of
the importance of the Japanese markets but of the
importance of understanding Japan and the Japanese
people,

One component of the strategy is a language awareness
fund to promote the study of Asian languages, especially
Japanese, by Canadians,

Another component, the Pacific Business Strategy,

supports the promotion of business with Japan,
The Pacific 2000 Projects Fund is designed to strengthen
Japanese awareness of Canada by supporting institu-
tions and bringing Japanese future deision-makers and
journalists to Canada., The Japan Science & Technol-
ogy Fund promotes R&D linkages and researcher
exchanges in order to increase Canadian access to
Japanese technology .

Activity in all these areas is ongoing, but has been
given a significant boost by the Pacific 2000 program.

A final component of Pacific 2000, “Expanding
Canada’s Trade Representation”, is directly related to
the important events of today: despite the attention
focused on Tokyo (and its real estate values!) , we have
recognized for some while that the source of much of
this country’s wealth is being generated well beyoud
Tokyo. We opened our Consulate General in Osaka in
January 1986. In announcing Pacific 2000 the govern-
ment gave substance to our recognition of the impor-
tance of Japan's regions as markets, as sources of
investment and other forms of business cooperation,
We want to increase the awareness in Canada that Japan
goes beyvond Tokvo and Osaka.

As you may know we have targeted five cities/regions
for increased activity: Sendai, Sapporo, Nagoya, Hiro-
shima and Fukuoka. We want to encourage the
exchange of people and ideas, As a rapidly growing
regional economy, Tohoku has good potential as a
partner for Canadian industry, And in a broader per-
spective, Tohoku offers potential for cooperation in the
many areas of our common interest,

The Canadian government wishes to utilize its
resources to reach out to all corners of Japan, but our
resources are limited, Initiatives to establish organiza-
tions such as the Tohoku Canada Society are warmly
welcomed, We know that you can assist us in achieving
the broader objectives of broadening and deepening the
Canada- Japan relationship.

The Tohoku Japan-Canada Society
Tohoku Electric Power Co. Inc.
Regional Development Cooperation Dept .
7-1 Ichibancho 3-chome, Aobaku,
Sendai 980, Japan

TEL(022)225-2111 FAX(022)227-8390



