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D
ark clouds are hovering over the U.S.
economy, which has been a leading
engine of global economic growth
for years. On Tuesday, the U.S. Fed-
eral Reserve Board slashed a key in-
terest rate by three-quarters of a
percentage point in an emergency

meeting held in response to a global stock
market sell-off.

The Fed’s action, however, failed to con-
tain the stock market disturbance. The $145-
billion (about 16-trillion-yen) economic
stimulus package announced last week by
U.S. President George W. Bush mainly fea-
tures tax cut for individuals and businesses.
The package has been dismissed as insuffi-
cient by market players, who are already clam-
oring for additional measures.

The tumult in the U.S. economy that start-
ed with foreclosures on subprime mortgages
last summer triggered the collapse of the hous-
ing bubble and left major banking institutions
seriously undercapitalized.

Leading U.S. banks have sought cash infu-
sions from the government-operated invest-
ment funds of some oil-producing countries
and other nations. Until recently, such funds
were eyed suspiciously in the Western fi-
nancial community because of the “opaque-
ness” of their operations.

But this is apparently no time for the trou-
bled financial institutions to be choosy about
their rescuers.

If the decline of house prices in the United
States stops now, the economic downturn will
be short. If the housing market suffers a fur-
ther steep slide, however, the current turmoil
could develop into a full-fledged financial cri-
sis, causing a serious impact on the world
economy.

There is a strong possibility of that hap-
pening. The centerpiece of Bush’s tax relief
plan is a one-time tax rebate for individuals.
Its effects will be limited.

Averting a full-scale crisis may require
some drastic measures by the U.S. govern-
ment, like injecting taxpayer money into the
banking system, in addition to further rate
cuts. That would be a replay of Japan’s bitter
struggle with economic and banking woes in
the 1990s.

In retrospect, it seems that the United

States drew wrong lessons from Japan’s pol-
icy responses to the collapse of the asset-in-
flation economic bubble and its painful
experience in dealing with the deflationary
downturn and applied these lessons to its
own economic policy.

In the United States, the dotcom bubble in
the stock market peaked in 2000 and then
burst. The U.S. administration responded to
this with a raft of fiscal and monetary meas-
ures to keep the economy on a growth track,
lowering interest rates to extremely low lev-
els.

Convinced that a persistent decline in con-
sumer prices prolonged Japan’s economic
malaise, the Fed kept interest rates unusual-
ly low for an extended period of time in a
bid to avoid deflation at home. The Fed’s pol-
icy helped to inflate the housing bubble.

Rising house prices fueled consumer spend-
ing, a major driver of economic growth in
the country. The U.S. economy appeared to
be back on a path of continued vigorous ex-
pansion. But that was an illusion.

What is happening now shows the mistake
of trying to correct a “distortion” in the econ-
omy with another “distortion.” The United
States at that time relied heavily on the eco-
nomic stewardship of Alan Greenspan, then
the charismatic chairman of the Federal Re-
serve Board, in another sign of dangerous
economic frenzy.

For Japan, the U.S. downturn is by no
means a fire on the other side of the ocean.
The U.S. bubble translated into strong growth
in exports to the United States from all over
the world, providing a big lift to global eco-
nomic growth in recent years. Japan, as one
of the beneficiaries, should be aware that
repercussions from the economic troubles in
the United States would spread worldwide.

How is it possible to fix economic distor-
tions to engineer a soft-landing of the world
economy without triggering a financial cri-
sis? That is the tough challenge confronting
monetary authorities all over the world.

After the U.S. mistake in the Iraq war and
the financial upheavals that started in the
United States, the world should prepare it-
self for more shock waves from the only su-
perpower.

—The Asahi Shimbun, Jan. 24
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U.S. market downturn
Japan should brace itself for shock waves. 

T
here is a certainty about global
warming: Sea levels will rise and
there will be more frequent droughts
and floods. Measures must be tak-
en to minimize damage to people,
the economy and nature. While this
may be possible for industrialized

countries, poor developing countries surely
do not have the means to implement such
drastic steps.

This is the new reality of climate change.
In a report published by the United Nations
Development Program (UNDP), Nobel Peace
Prize laureate Desmond Tutu of South Africa
referred to poor countries’ inability to cope
with global warming and said, “We are drift-
ing into a world of ‘adaptation apartheid.’”

“Adaptation” means having a strategy for
survival when global warming causes climate
change. While it is important to make an ef-
fort to reduce emissions of greenhouse gas-
es, we must also tackle the problem of
adaptation. According to U.N. estimates, glob-
al warming could deprive 2.6 billion people
who live on less than $2 a day of the chance
to escape from poverty. Measures to help de-
veloping countries adapt to climate change
must be implemented without delay.

The damage that developing countries may
face is beyond imagination. Droughts would
deliver a major blow to agriculture. Accord-
ing to one estimate, agricultural productivi-
ty in sub-Saharan Africa would drop by 26
percent in 2060. With changes in rainfall pat-
terns, in 2080, an additional 1.8 billion people
are expected to face water stress.

It is mostly industrialized nations that have
been emitting greenhouse gases. Even though
many developing nations are not responsi-
ble for causing global warming, they are the
ones that will suffer the most. Industrialized
countries, including Japan, have committed
large amounts of development assistance in
an attempt at solving the North-South prob-
lem but if global warming advances, the
achievements will come to naught.

Necessary measures for developing coun-
tries to adapt to climate change are varied,

depending on location. Dikes are needed
along shorelines and rivers to prevent storm
surges and floods. In areas prone to droughts,
irrigation systems must be built. Efforts are
also needed to spread new agricultural meth-
ods to secure food. Measures to prevent in-
fectious diseases and extinction of wild
animals and plants are also indispensable.

The 13th Conference of the Parties to the
United Nations Framework Convention on
Climate Change that took place in Bali, In-
donesia, in December agreed on a method
to manage an “adaptation fund” to help such
initiatives. Industrialized countries that in-
vest in projects to reduce greenhouse gas
emissions of developing countries receive
emissions credits in exchange for their in-
vestments. Under the agreement, they will
use this system to donate the equivalent of 2
percent of their credits to the fund.

According to estimates, in 2030, $100 mil-
lion to $5 billion will be added annually to
the fund. 

However, the UNDP estimates that in or-
der to alleviate damage in developing coun-
tries, a minimum of $86 billion a year will
be needed by 2015. The fund alone is far too
inadequate to cover such expenses.

Drastic measures are needed. Funds must
be found to finance adaptation projects from
investment funds that are circulating around
the world with economic globalization. 

In his recent policy speech to the Diet,
Prime Minister Yasuo Fukuda stressed the
need to create an international “funding
mechanism” for adaptation. As host of the
Group of Eight summit to be held in Lake
Toyako, Hokkaido, in July, he should demon-
strate leadership and promptly come up with
concrete measures to deal with this problem.

First, Japan needs to re-examine its aid
strategy. In addition to boosting official de-
velopment assistance, which has been de-
clining, the government should set up a
special account for adaptation assistance with
a bold target amount. Japan must show its
determination with action. 

—The Asahi Shimbun, Jan. 24

Global warming
Rich countries have a duty to help poorer nations.

Iraq has left the front page of the
U.S. election campaign. The fear of
recession partly accounts for this,
but more broadly Americans believe
that conditions in Iraq are improv-
ing. It is, however, important for
Japanese to be aware that Ameri-
ca’s position in the region that was
once Mesopotamia continues to
worsen, with important implications
for Japanese interests.

On the surface, there are im-
provements in Iraq. American fa-
ta l i t ies  are  down and  su ic ide
bombings are less common. Sunni
Arabs are fighting al-Qaida with
U.S. help. The Shiite government
may  be gaining ground against the
Mahdi Army of Muqtada al-Sadr.

Unfortunately,  even if  these
trends continue (which is far for
certain), they do not spell victory
for the United States. The new Iraq
that is emerging will be as hostile
and more dangerous than the dic-
tatorship of Saddam Hussein. Re-
turning exiles from Iran are the core
of the current administration in
Baghdad. Not all of them are pro-
Iranian, but it is inevitable that
many harbor sympathy toward
Tehran while others are in the pay
of Iranian intelligence. 

Their foreign policy objectives,
let alone their political and religious
values, are irreconcilable with
American interests. In fact, if a few
years ago we had been told that the

U.S. president would praise a gov-
ernment backed by the Supreme
Council for the Islamic Revolution
in Iraq, journalists would have
laughed in disbelief.

On the Sunni side, American al-
lies against al-Qaida are guerrillas
who led the Baath/Sunni insur-
gency. They know that “jihadist”
victory would deprive the Sunni
elites of their power and probably
of their lives as well. But, these Sun-
ni Arabs, who were the beneficiar-
ies of Baathist rule, are neither
supportive of American interests
nor of U.S. ideals.

Moreover, the possible pacifica-
tion of the Shiite areas by Iraqi gov-
ernment forces and of the Sunni
zones by the foes of Osama bin
Laden is not a prelude peace. There
are rivers of blood running between
the Shiite and the Baathists. 

The Shiite activists remember
their suffering at the hands of Sad-
dam’s death squads. The Sunni
blame the new Shiite rulers for de-
priving them of their status and
opening the door to Persian hege-
mony. Until 2003, many Iraqi Arabs
harbored few sectarian prejudices,
at least by the standards of Middle
Eastern societies. But the massacres
and ethnic (or rather denomina-
tional) cleansing of recent years
have inflamed religious hatred. 

Therefore, the success of the
mainstream Shiite and Sunni may
be the semi finals, to be followed
by the grand finale, a struggle to

t h e  d e a t h  b e -
tween the Shiite
army and Sunni
f i g h t e r s .  T h e
Sunni will obtain
w e a p o n s  a n d
m o n e y  f r o m
Saudi Arabia and
o t h e r  p e t r o -
monarchies and
the Shiite may
call on Iran for
assistance.
O s a m a  b i n
Laden’s men, criminal gangs, and
other minor players may (re)enter
the playing field. In the improbable
event that the two main groups set-
tle their differences, after years of
fighting, hatred of America will be
glue that will bind them together.

Finally, Kurds set up a de facto
state thanks to the breakdown of
Iraq. They will not accept the re-
turn to Arab domination, nor will
Iraqi Arabs acknowledge the loss
of a territory that has been theirs
since Iraq’s creation. Anybody who
thinks that a compromise will be
easy should study how India and
Arab nations reacted to the birth of
Pakistan and Israel respectively. Be-
sides the start of a Kurdish-Arab
war, there is a strong probability
that Turkey will join the fight. 

Therefore, regardless of the place
Iraq occupies in the competition for
the White House, it will be the most
pressing foreign challenge the new
American president will face. Only

unforeseen catastrophes, such as
hostilities with China or Iran, or an
implosion of Pakistan merged with
both the Afghan conflict and an-
other Indo-Pakistani war, could
overtake Iraq as the number one
problem. 

This situation has consequences
for Japan. First, even if the new
American president follows the best
policy possible, namely a quick
withdrawal of all U.S. forces from
Iraq, conditions in the country and
the entire region will remain bad.
Japanese policymakers and busi-
nesses should, therefore, be ready
for other oil crises. The silver lining
of this development is that it will
provide opportunities for Japanese
companies with expertise in ener-
gy conservation and alternative en-
ergy. 

It will also make it easier to con-
vince the Japanese public of the
wisdom of the country’s nuclear
program. Second, Japanese officials
should not expect Americans to pay
much attention to Japanese affairs.

The new American president will
be the “janitor-in-chief” with the
thankless task of cleaning up the
mess left by the previous adminis-
tration in Iraq and Afghanistan. He
or she will confront more pressing
issues than the Japan-U.S. relation-
ship. 

The author is director of the Insti-
tute of Contemporary Japanese Stud-
ies at Temple University Japan.
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Robert Dujarric

The voters’ verdict in the Dec. 23,
2007, elections will set Thailand’s
course of events for 2008. Ousted
Prime Minister Thaksin Shinawatra’s
People Power Party (PPP) triumphed
at the polls, bringing Thailand back to
where it was two years ago. The full
events comprised three main phases. 

The first phase began with sporadic,
limited anti-Thaksin protests in
Bangkok in September 2005 and inten-
sified throughout 2006 to the climac-
tic military coup Sept. 19, 2006. 

This brought Thailand to the brink
and was marked by street demonstra-
tions, the Lower House’s dissolution,
a nullified snap election and ultimate-
ly Thaksin’s overthrow and self-im-
posed exile. 

The second phase belonged to
Thaksin’s opponents, but they made a
mess of it. They managed to see to it
that his Thai Rak Thai party was dis-
solved and 111 of its leading members
banned from politics, but they were
unable to put Thaksin away for good
politically on the corruption and oth-
er charges that led to the putsch. 

By rejecting everything Thaksin
stood for, the coup-makers failed to
win over his downtrodden grass-roots
supporters and poor urban dwellers. 

Having abolished the popular 1997
Constitution, they came up with a new
charter, but its promulgation has on-
ly handed power back to Thaksin’s
PPP proxy and his nominees. 

The third phase will belong to
Thaksin. At issue is how he intends to
play his winning hand, and how his
opponents will forestall his efforts and
cling to the Thailand that they built
and presided over for several decades. 

Unless the two sides are willing to
converge, Thailand faces prolonged
and protracted instability and volatil-
ity in the 21st century. 

To be sure, the generals who over-
threw Thaksin and the powers who
backed them are snookered. On one
hand, international opinion and do-
mestic expectations require democratic
rule. It is an entrenching norm of the
new era. They can seize power by
force, but the men in uniform are in-
evitably forced to come up with a Con-
stitution and elections—which Thaksin
and his cohorts will win indefinitely,
owing to their proven agenda that cap-
tured the popular imagination and ad-
dressed long-neglected needs and
grievances of the electorate. 

On the other hand, the generals are
ill-equipped to manage Thailand in the
era of globalization, with rising ex-
pectations at home and growing pres-
sures from abroad. Indeed, the generals
have proved unfit in their handling of
post-coup Thailand. Policy directions
have been murky, leadership incom-
petent, overall administration inept.
The generals made themselves obsolete
by botching their latest putsch. 

Thailand has changed dramatically

over the last generation, while the Thai
military has not. This means another
coup is less appealing even to the gen-
erals, let alone the Thai public and the
international community. 

The poll results will force the hands
of Thaksin’s opponents. Thaksin has
been vindicated by the PPP’s crushing
victory. He has sent his wife, Khun-
ying Potjaman, back to Bangkok to ne-
gotiate a deal whereby the PPP forms
the core of the incoming coalition gov-
ernment, with Thaksin’s triumphant
return to be arranged shortly there-
after. But Thaksin’s past record of vin-
dictiveness does not engender trust
among his opponents. They fear ret-
ribution and the resumption of
Thaksin’s pandering rule and its at-
tendant abuses of power and graft. This
temporary stalemate between the win-
ners and the Establishment forces that
have lost partly explains the slow
progress on coalition formation. 

The best near-term outcome would
be some measure of modesty and mag-
nanimity and concrete concessions
from Thaksin. He would have to own
up to the charges of corruption and
abuses of power leveled against him. 

Short of dramatic court hearings and
outright incarceration, some kind of
hefty fines, a self-imposed ban from
politics and restrictions on his physi-
cal movements may be required in ex-
change for his homecoming. 

His opponents would have to yield

to concessions and accept Thaksin’s
winning hand at the polls. It would al-
low reconciliation for Thailand and
political settlement for the coalition
administration. 

The worst outcome would be mu-
tual mistrust and conflicting petty egos
on both sides. It would reset the crisis
that manifested from September 2005
with recurrent Bangkok-based demon-
strations propelled by the urban mid-
dle class, parliamentary opposition and
the military, the same forces that vot-
ed against the PPP last month and oust-
ed Thaksin more than a year earlier. 

Despite the PPP victory, Thaksin will
be stymied by his opponents’ resist-
ance. His coalition government will be
overshadowed by the judicial and con-
stitutional overhang. Pending cases
with the Election Commission and the
Constitution Court could culminate
with the PPP’s dissolution this year. 

As he is living abroad, Thaksin’s ma-
neuvers will be limited. The crisis is
still ongoing. While the ball has been
thrown back at his opponents, the ini-
tiative still remains with Thaksin. He
would be characteristically
shrewd—but not smart—if he over-
plays his winning hand.

The Bangkok Post

The author is director of the Institute
of Security and International Studies,
Faculty of Political Science, at Chula-
longkorn University in Bangkok.

POINT OF VIEW/ Thitinan Pongsudhirak

With PPP poll win, Thailand tug-of-war goes on

Britons are getting a good dose of
of Chinese culture at the moment.
An exhibition of the terra cotta war-
riors from Xi’an is currently show-
ing at the British Museum in London. 

And next month, CHINA NOW,
the largest festival of Chinese cul-
ture in Britain, will be launched, run-
ning until the Beijing Olympics in
August.

These events are supposed to give
Britons a wholistic picture of Chi-
na—its past and the very best of its
vibrant and dynamic present.

On Jan. 14, Prime Minister Gordon
Brown held a tea party with about
20 Chinese students, sports people

and representatives from Chinese
companies at 10 Downing Street of-
fice a warm-up for his trip to China
which starts today.

He set the tone for his visit by say-
ing China-British relations are “bet-
ter than ever.”

Since the handover of Hong Kong
in 1997, the relationship between Chi-
na and Britain has been free of
thorny problems.

The common challenge the two
countries now face is to maintain
their sustainable development.

The summit meeting of the two
nations’ leaders is instrumental in
keeping bilateral relations on the

right track.
The two countries agree on many

international issues because their
leaders have frequent deliberations.

China is at a critical stage of its
industrialization. Britain, the first
country to become industrialized,
can be a very good reference for Chi-
na. The development of China and
Britain’s economies can benefit each
other. Manufacturing dominates Chi-
na’s economy and exports, and
Britain is famous for its service in-
dustry.

China’s priorities in the years
ahead are service, education, finance,
research and development, and en-

vironmental protection. Britain’s ex-
perience in all these sectors leaves
more space for cooperation between
them.

As an important financial center
of the world, London boasts unique
advantages in capital management
and financial regulations. Opening
its arms to Chinese investors, Britain
has turned out to be an important
destination for the country’s “out-
going” strategy.

Brown’s three-day visit to China
is expected to raise the bilateral com-
prehensive strategic partnership to
a higher level.

—China Daily editorial, Jan. 18

Sino-British relations remain stronger than ever

The season’s first snow fell on Tokyo
on Wednesday. I happened to be walk-
ing around the Nihonbashi district,
where many securities companies are
located. Stock prices had recovered
somewhat, but there were few people
on the streets gazing at electronic dis-
play panels of stock price listings at
brokerage houses.

On the curbside, a bento box lunch
vender had his blue parasol unfurled.
All his bento were uniformly priced
at 390 yen, and I took comfort in this
kind of “stable low price.”

Amid the global plummeting of stock
prices, the Nikkei average has dipped
30 percent from its peak last summer.
Justice Minister Kunio Hatoyama,

whose asset holdings are well known,
was quoted as noting lightheartedly,
“I’ve been told I may have lost 4 billion
yen.” His older brother Yukio, secre-
tary-general of Minshuto (Democratic
Party of Japan), is also said to have
lost the same amount.

For ordinary consumers, the thought
of losing even a little bit of the value
of their stock holdings comes as a great
blow.

The gross mishandling of the sub-
prime mortgage fiasco by the U.S. gov-
ernment caused the current downturn
in the global economy. Even the an-
nouncement of Washington’s economic
stimulus package and a massive key
interest rate cut has had little effect

on the stock market.
The United States deploys its in-

vincible armed forces at will and takes
little interest in the planet’s environ-
ment. Mindless of its trade deficits, it
continues to guzzle oil and indulges
in spending sprees on borrowed mon-
ey. 

Most of the blame lies with the cur-
rent administration. But I also feel
that social structure of American so-
ciety has come into question. It makes
me wonder if the world under U.S.
control will last much longer.

Here in Japan, the poor who have
no chance of playing the stock market
are in serious trouble. Increases in the
prices of heating oil and foodstuffs are

hitting these people especially hard
this winter. The wealthy justice min-
ister’s light jest and the aloof tone of
Prime Minister Yasuo Fukuda’s re-
marks have left me with a sinking feel-
ing, making me doubt their political
grace for protecting the people.

Temperatures in Tokyo registered
the season’s lowest on Wednesday. In
an underground passageway in the se-
curities firms district, a homeless man
lay curled up, his head resting on a pa-
per bag. 

When the global economy is dete-
riorating, we also need to be aware
that there are people who suffer from
a wrecked life and value just 10 yen. 

—The Asahi Shimbun, Jan. 24
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Poor bear the brunt of waning global economy

New U.S. president to be left with mess in Iraq
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