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opinion

From the outset, 2015 has been marred 
with incidents of violence and terrorism, 
including the massacre at the satirical 
weekly in Paris and the murder of one of 
two Japanese taken hostage for ransom 
by the Islamic State group.

!is year marks the 70th since the end 
of World War II, but the world appears 
headed in the direction of hatred and 
destruction, instead of peace.

In the "rst place, politics is based on 
assumption of the diversity and di#er-
ences among people. !e fundamental 
role of politics is to lead people with dif-
ferent beliefs and interests to coexist. 
!erefore, politics stands on the value of 
tolerance. However, it is not guaranteed 
that all the people respect diversity.

How people who champion tolerance 
should deal with intolerant people who 
violently attempt to force certain values 
on others is one of the thorniest chal-
lenges for a pluralistic democracy.

One way of dealing with such people 
would be to keep shouting the slogan of 
the supremacy of such values as toler-
ance and pluralism in nonviolent ways, 
as did the massive number of people on 
the streets of Paris. I was moved to see 
hundreds of thousands of people, along 
with government leaders from various 

countries, express their "rm resolve to 
protect freedom of speech.

At the same time, the symbol of an 
“enemy” of freedom and tolerance can 
often degrade into a tool used by those 
in power to suppress their opponents. It 
was a de"ciency inherent from the be-
ginning in the phrase “war on terror” 
that emerged in the United States right 
after the Sept. 11, 2001, terrorist attacks.

I worry that France, which opposed 
the U.S.-led war in Iraq, might fall in the 
same trap after the terrorist attack on 
the satirical magazine.

In Japan, the issue has been compli-
cated by the fact that two Japanese men 
became the target of terrorism by the Is-
lamic State, and it is believed that one 
has been murdered.

Under the Abe administration, Japan 
is about to change the policy of restraint 
on the use of force that the nation has 
long imposed on itself in the postwar 
period. !at Japanese people have fallen 
victim to terrorist acts would likely give 
the "ght against terrorism a stronger le-
gitimacy in this country, possibly fueling 
calls that Japan take part in the interna-
tional military actions to sweep terror-
ists away.

In fact, the government has begun 
looking into the possibility of creating a 
base for the permanent stationing of 
Self-Defense Force units in Djibouti in 
northeastern Africa.

A naive belief in the slogan of the war 
on terror might lead one to the illusion 

of identifying force as justice. Unfortu-
nately observation of the post-9/11 
world tells us that the use of force in the 
name of justice to destroy the evil does 
not eliminate the evil but rather creates 
a more potent and more dangerous evil 
— just like a mutant virus.

We need to carefully consider wheth-
er the “proactive paci"sm” advocated by 
Prime Minister Shinzo Abe will not 
bring about a vicious circle of hatred 
and revenge.

!e resolve to never forgive acts of 
terrorism and to protect freedom and 
tolerance should be directed at oneself 
and the society in which one lives.

I found an unforgivable hypocrisy in 
Abe’s denouncement of the Holocaust 
during his visit to Israel. If he is going to 
denounce discrimination against a cer-
tain ethnic group, how can he leave the 
discrimination against and persecution 
of ethnic Koreans in Japan e#ectively 
unaddressed?

If he pledges to protect freedom of 
speech, how can he make a groundless 
attack that Asahi Shimbun’s past reports 
on the “comfort women” issue damaged 
Japan’s national dignity?

Are we really committed to protecting 
a tolerant society that respects freedom? 
What we should do now is to re$ect on 
our own behavior.

Jiro Yamaguchi is a professor of political 
science at Hosei University.
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Last month, the United States Congress 
succumbed to Citigroup’s lobbying and 
repealed a key provision of the 2010 
Dodd-Frank Wall Street Reform and 
Consumer Protection Act: the rule that 
bars banks from trading derivatives.

!e Dodd-Frank law’s aim was to pre-
vent another "nancial crisis like that of 
2007-2008; the repeal reduces its chanc-
es of success.

Derivatives are contracts that derive 
their value from changes in a market, 
such as interest rates, foreign-exchange 
rates, or commodity prices. Banks can 
use derivatives to hedge risk — say, by 
ensuring that oil producers to which 
they lend lock in today’s prices for their 
product through derivatives contracts, 
thereby protecting themselves and the 
bank from price volatility.

!e borrower is thus more likely to be 
able to repay the loan, even if its prod-
uct’s price falls. But derivatives can also 
be used for speculative purposes, allow-
ing banks to take on excessive risk.

!e last crisis originated in the real-
estate market, following a large and un-
expected decline in home prices. It then 
spread to "nancial institutions that 
could not cope with the losses associat-
ed with mortgage delinquencies, fore-
closures and the depreciation of 
housing-related securities.

Derivatives exacerbated the crisis, 
particularly after the portfolio of the 
bankrupt Lehman Brothers, then the 
world’s fourth-largest investment bank, 
was liquidated. !e next day, the U.S. 
government had to extend an $85 billion 
bailout to American International 
Group (AIG), the world’s largest insurer, 
owing to its inability to back up its dete-
riorating derivatives position.

!ese failures disrupted worldwide 
derivatives markets, causing "nancial 
markets to seize up.

!e Dodd-Frank rule that Congress 
just repealed, known as the “swaps 
push-out rule,” would have required that 
most derivatives-trading activities occur 
outside of government-insured banks. If 
a bank fails, the government stands be-
hind most deposits. !ough the govern-
ment does not formally guarantee 
anything else, it usually "nds it easiest 
and quickest to bail out the entire bank 
— including its derivatives facility. If, 

however, derivatives are no longer em-
bedded in the guaranteed bank, the gov-
ernment could more easily bail out a 
bank, while leaving the derivatives sub-
sidiary to fend for itself.

!is sub rosa government indemni"-
cation of major banks’ derivatives port-
folios undermines "nancial stability. If a 
major bank defaults on its derivative 
trades, the banks with which it has trad-
ed could also fail. If several large, inter-
connected derivatives-trading banks 
collapse simultaneously, the "nancial 
system could be paralyzed, damaging 
the real economy — again.

And it is the large banks that are 

building up their derivatives portfolios 
the most. Indeed, this is another perni-
cious, albeit subtle, e#ect of the sub rosa 
guarantee of banks’ derivatives portfoli-
os: !e knowledge that if a large bank 
fails it will probably receive a govern-
ment bailout — including for its deriva-
tives desk — spurs traders to focus their 
dealings on big banks.

Smaller independent dealers that the 
government could allow to fail thus be-
come less appealing. 

!is explains, at least partly, why a 
handful of mega-banks in the United 
States — namely, Citibank, Goldman 
Sachs, Bank of America and Morgan 
Stanley — handle the bulk of derivatives 
trading. !at creates a vicious cycle: !e 
bailout option for too-big-to-fail banks 
concentrates the derivatives market 
among a few major institutions, increas-
ing further their systemic importance.

!e push-out rule sought to break this 
cycle. By separating derivatives trading 
from government-insured banks, it 
would have e#ectively eliminated the 
sub rosa subsidy.

While the government would still 
have to back deposits for crisis-stricken 
banks — even if that meant bailing out 
the entire institution — it would have 
had the option of allowing the deriva-
tives trading desks, functioning within 
separate organizations, to $ounder.

!is would have helped to undermine 

the perception that large derivatives 
dealers are invulnerable, thereby reduc-
ing their trading advantage.

Midsize dealers that could fail without 
causing excessive economic damage 
would get more business. And the "nan-
cial sector would become more bal-
anced — and less risky.

Against this background, the repeal of 
the push-out rule was a mistake. 

It is possible that U.S. regulators (and 
Congress) are so con"dent in the other 
steps they have taken to safeguard the "-
nancial system that they no longer be-
lieve this extra protective layer is 
necessary.

But Citigroup’s success in lobbying for 
the rule’s repeal could also signal that 
regulatory e#orts to mitigate systemic "-
nancial risk have reached the high-wa-
ter mark in the U.S.

If Citigroup — a poorly managed op-
eration that had to be bailed out in the 
last crisis — could compel Congress to 
abandon such a rule, it is reasonable to 
ask whether the political tides have 
shifted, and "nancial regulation will not 
be tightened further. Perhaps, with each 
budget bill, Dodd-Frank will be rolled 
back further.

!is outcome is not inevitable. !e re-
peal can — and should induce regula-
tors to reassess their approach. 
Speci"cally they should revisit the con-
sensus that banks will become gradually 
safer, and their required capital should 
amount to no more than 10 percent of 
their assets.

If the banks are successfully lobbying 
for the right to pursue riskier activities, 
regulators should consider raising their 
capital requirements. 

Only a few years have passed since 
the last "nancial crisis — and its e#ects 
are still being felt. Yet U.S. lawmakers are 
already forgetting its lessons.

Mark Roe is a professor at Harvard Law 
School. © 2015 Project Syndicate 
(www.project-syndicate.org)

Big banks are chomping at the bit 
to resume riskier trading activities

Ralf Fuecks
Bremen Germany
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Hannah Arendt teaches us that demo-
cratic societies are faced with a double 
threat. One is the systematic blurring of 
the distinction between truth and lies. 
!e other is the temptation to close 
one’s eyes and ears to inconvenient 
truths. Both of these come into play in 
understanding and dealing with the 
con$ict in Ukraine.

Regarding inconvenient truths, we do 
not want to admit that Russian Presi-
dent Vladimir Putin has long since 
crossed the line into war — a line that, 
for good reasons, we do not want to 
cross under any circumstances.

Regarding systematic blurring, we do 
not want to see the connection between 
Russia’s internal authoritarianism and 
outward expansion. It interferes with 
our illusory hope for a quick return to 
good neighborliness.

We Europeans also hesitate to take 
the national-religious tone Putin struck 
in his recent address to the nation seri-
ously, as he declared the repatriation of 
Crimea to be a “sacred matter.”

It is precisely that symbiosis of Rus-
sian Orthodoxy and political power that 
Pussy Riot wanted to unmask with its 
protest in the Cathedral of Christ the Re-
deemer in Moscow.

Nadezhda Tolokonnikova and Maria 
Alyokhina, members of the Russian 
punk band Pussy Riot, represent the un-
tamed spirit of freedom that character-
izes the Russian cultural scene, human 
rights movement and feminist circles, 
despite all e#orts to repress them. No 
wonder Putin had them jailed.

Arendt’s essay “Truth and Politics” 
was published in the New Yorker in 
1967. In the text, she touches on nearly 
everything one needs to know today to 
understand the Kremlin’s policy of dis-
information.

Her essay is a rejection of any form of 
fundamentalism in which policy serves 
as the executor of absolute truths, 
whether of religious, scienti"c or ideo-
logical provenance.

Arendt certainly does not mean that 
the di#erence between truth and lies is 
irrelevant in the political realm. Political 
debate is a matter of reasoned opinions. 
It is based on di#erent valuations of ac-
tual events and facts, that is, on “factual 
truths.”

Arendt considers blurring the distinc-
tion between facts and opinions “no less 
shocking than people’s resistance to the 
truth per se,” when that truth happens 
not to suit them.

Arendt makes a distinction on the one 
hand between mathematical, scienti"c 
and philosophical truths, which consti-
tute “rational truth,” and, on the other 
hand, “factual truths,” which form the 
foundation of democratic opinion.

Arendt wrote, “When political power 
misappropriates rational truths, it over-
steps its boundaries, while any assault 
on factual truths takes place within the 
political realm itself. Any claim to abso-
lute truth within the realm of human af-
fairs that professes to be independent of 
humans’ opinion takes an ax to the roots 
of all policy and to the legitimacy of all 
forms of government.”

It is precisely this blurring that the 
Kremlin’s propaganda achieves so cun-
ningly. An example: When the Malay-
sian airliner was shot down over the 
“Donetsk People’s Republic,” killing 298 
people, a variety of theories were 
promptly conjured up and publicized 
on Russian television.

!e theories also found a wide audi-
ence on the Internet. According to sto-
ries featured there:
• !e plane was shot down by Ukrai-

nian artillery.
• Ukrainian "ghter jets were the cul-

prits. (Russian state television showed a 
suitable photo montage.)
• U.S. warplanes were involved: !e 

whole a#air was a deliberate conspiracy 
to fabricate a pretext for war against 
Russia.
• Or the assertion that truly took the 

cake: !e plane had been a $ying co%n 
from the outset, packed with corpses in-
tended to be brought down deliberately 
onto the separatists’ territory.

!e internal contradictions between 
these versions are not relevant. System-
atic confusion was the objective here, 
not fact-"nding.

As a result, any version will seem as 
questionable as any other, any "ndings 
are suspected of manipulation, and any 
circumstantial evidence that implicates 
the pro-Russian separatists is cast as 
conjecture driven by vested interests.

For that to work, all evidence on the 
ground had to be tainted — and that is 
precisely what happened.

One can draw various conclusions 
from social circumstances. But anyone 
who manipulates empirical facts and re-
duces them to mere material with which 
to shape political opinion is also elimi-
nating the foundation for freedom of 
opinion.

As Hannah Arendt says, “Freedom of 
opinion is a farce unless factual infor-
mation is guaranteed.” She cites a quip 
by the French statesman Clemenceau, 
who in the late 1920s was asked what fu-
ture historians will probably think about 
the then — as now — controversial issue 
of war guilt.

Clemenceau replied, “!is I don’t 
know, but I know for certain that they 
will not say Belgium invaded Germany.” 
In politics, the opposite of truth is a lie. 
It would actually be a step forward in 
the current debate if we could agree that 
it was not Ukraine that attacked Russia, 
but vice versa.

In science, the opposite of the truth is 
the error. In politics, that opposite is the 
lie — a conscious act of untruth.

How else can you describe the Krem-
lin’s denial of the involvement of Rus-
sian troops at the beginning of the 
military intervention in Crimea? !e of-
"cial denial did not even stop Putin 
from awarding medals to the involved 
special forces afterward.

To Putin, what matters is not the con-
sistency of the respective narratives, but 
their political expediency. !e facts are 

mere material for political propaganda.
!e same game is now being played 

in the intervention in eastern Ukraine. 
Once again, military aggression is being 
thinly disguised as an armed uprising of 
“Russian compatriots.”

!e representatives of power contin-
ue to deny the presence of Russian 
weapons and troops in Donbass. !e list 
of orchestrated distortions, half-truths 
and outright lies is growing longer by 
the day. !e distortion list includes the 
mantra-like assertion that a “fascist 
putsch” took place in Kiev, talk of a “civil 
war” in Ukraine, the evocation of an an-
ti-Semitic threat, the reference to the 
Ukrainian government as a “fascist 
junta,” and so on.

Russia’s Foreign Minister Lavrov is a 
grandmaster in the twisting of facts. 
When he claims that Russia is not a war-
ring party, everyone knows that he is 
lying, and he knows that everyone 
knows, but that does not bother him.

Lavrov is con"dent that no one would 
dare call him a liar — that would, after 
all, be the language of the Cold War. In-
stead, Germany’s foreign minister can 
be found cozying up to his “dear friend 
Sergey” on public stages.

If Chancellor Angela Merkel speaks 
frankly after a long evening conversa-
tion with President Putin, there will be 
no shortage of voices from Russia after-
ward warning of “rhetorical escalation.”

What will happen to us when we no 
longer dare to call things as we see 
them? Accepting the lie is the "rst step 
of liberal democracy’s self-abandon-
ment. It puts us on the slippery slope of 
relativizing facts, which ultimately leads 
to relativizing values.

Sometimes calling a spade a spade is 
indeed a political act.

We do not want to acknowledge that 
our neighbors in Poland and the Baltic 
states once again feel threatened by 
Russia. Why? Because we no longer 
want anything to do with military deter-
rence and because we would like to see 
NATO as historically obsolete.

However, burying our heads in the 
sand will not help. Any realistic policy 
begins with recognizing “factual truths,” 
to return to Hannah Arendt’s parlance.

!e political conclusions are open to 
debate — a debate we must not avoid.

Ralf Fuecks, a German politician, has been 
a member of the Green Party of Germany 
since 1982. This feature is an excerpt from 
the lecture “About Truth and Lies in 
Politics” by Fuecks upon the occasion of 
the 2014 Hannah Arendt Prize awarded in 
Bremen, Germany, on Dec. 5, 2014.

Risks to democrats who nod to blurred truth

New York

“!ese days bands of excitable people 
are making rackets on the streets, shout-
ing ‘Death to Koreans! Koreans, Get 
Out!,” my friend in Tokyo, Akira Ueda, 
has recently written. “!e other day 
some of these were marching down the 
conspicuous street of Roppongi where I 
live, saying unspeakably vulgar things.”

“It may be true that an extremely 
small portion of Korean residents of 
Japan are doing some outrageous 
things,” my friend continued, “but I’m 
horri"ed to imagine how I’d have felt if 
some group marched, shouting, ‘Death 
to Japanese!,’ while I lived in the U.S.” 

Akira lived in Manhattan for a decade 
from the mid-1980s to the mid-90s. 

Still, he wondered: “!e forces that in-
sist that Japan did wrong and must re-
main contrite about it no matter what 
have grown too large, with no proper 
debate,” until it has “now provoked this 
strong reaction.” 

Akira was talking about the ianfu 
(“comfort women”) controversy, but he 
also marveled, he said, how Japan and 
South Korea have come to have such di-
vergent views of the period from Japan’s 
annexation of Korea in 1910 to the South 
Korea-Japanese Treaty of 1965. 

!e root problem lies in South Korea’s 
ineradicable contempt for Japan as an 
inferior culture that goes back to the be-
ginnings of history, Sonfa O, the South 
Korean scholar who naturalized in 
Japan, has explained.

But with the ianfu question, wran-
glings have long ceased to be Japan vs. 
South Korea, says Yuha Park, Sejong 
University professor in Seoul.

When a dispute arises between the 
two countries, the South Koreans who 
most "ercely criticize Japan are “liber-
als,” whereas the Japanese who criticize 
South Korea are “conservative rightists.”

!e serious 1990s confrontation be-
tween the two countries was touched o# 
when Japanese conservatives con-
demned “liberal” politicians and citi-
zens who tried to deal seriously with the 
ianfu question as “traitors,” accusing 
them of harboring a “masochistic view 
of history.” 

Japanese conservatives’ opposition to 
the “postwar restitutions” for Korea that 
Japanese liberals advocated upset South 

Korean liberals. And so forth. 
!us the South Korea-Japanese con-

$ict has come to exist not between the 
two countries so much as between 
South Korean liberals and Japanese con-
servatives.

!at’s how Park summarized the con-
$ict in her 2005 book, “For a Reconcilia-
tion.” In it, she discussed controversies 
over Japanese textbooks, ianfu, Yasuku-
ni Shrine and Dokdo (Takeshima in 
Japan). !e book won a prize both in 
South Korea (2006) and in Japan (2007).

In her “Comfort Women of the Em-
pire,” published at the end of last year, 
Park greatly expands on the ianfu ques-
tion. To consider who or what was “re-
sponsible,” she sets up a large 
framework. 

First, there is imperialism — not the 
emperor system that may come to mind 
when you think of Japan until its defeat 
in 1945, but of the kind that prompts a 
state to expand its authority and control 
to other countries and territories. !e 
Cold War world order that replaced im-
perialism is little di#erent, in Park’s 
view. Consider the United States in 
South Korea, for example. 

!en comes the state that necessarily 
controls its citizens in one form or an-
other, as well as the patriarchal system 
that puts women at the lowest stratum, 
even allowing a father to sell his own 
daughters. Park cites some former Kore-
an comfort women who said they hated 
their own fathers more than Japanese 
soldiers.

People in a colony are not exempt 
from responsibility, either. Most people 
in a colony more or less try to assimilate 
themselves into the system imposed by 
the colonizing state. Koreans were no 
exception. !eir country annexed, most 
Koreans began to behave as Japanese 
citizens, which they were, o%cially. 

Park cites former Korean comfort 
women who said they regarded some of 
what they did as “patriotic duties.” I refer 
to the diary of a Korean manager of 
“comfort stations” in Burma and Singa-
pore, in 1943 to 1944, that was discov-
ered in South Korea, in 2012. 

!e diarist begins by expressing his 
wishes for “the health and everlasting 
prosperity of the Imperial Family.” On 
New Year’s Day, 1944, he got up early, 
washed his face, and cleared up his soul, 
the diarist wrote, before “bowing deeply 
toward the Imperial Palace in the dis-
tant eastern sky.” !at’s what all Japa-
nese were expected to do on that 
felicitous day.

South Korean activists ignore all this 

and more, their “collaboration and sub-
servience” included. !ey believe that 
their country was pristine until the Japa-
nese barged in and ravaged it. !us they 
have “enjoyed their position of moral 
superiority.” !e resulting “moral arro-
gance” makes others cringe. 

!e bronze statue they built in front of 
the Japanese Embassy in Seoul, then in 
the U.S., presents an innocent girl in a 
traditional Korean dress. It clearly sug-
gests that Korean virgins were kid-
napped and forced into prostitution for 
the Japanese military, a distortion of 
what actually happened. 

Also, in successfully “globalizing” this 
particular plight of their own past, Kore-
ans have made it impossible to contem-
plate why “so many comfort women 
were Korean,” Park says. 

For their part, the Japanese “support-
ers” of Korean comfort women are too 
busy insisting that “Japan did wrong and 
must remain contrite about it no matter 
what,” as my friend Akira put it, to ac-
cept the actual acts of contrition of their 
government. 

!ese include the Japanese House of 
Representatives resolution in 1995, the 
Asian Women’s Fund set up the same 
year, and the monetary compensation 
given to some Korean comfort women 
with a letter of apology "rst from Prime 
Minister Tomiichi Murayama, then 
Prime Minister Ryutaro Hashimoto. 

!e activists reject all such acts as 
meaningless on the grounds that restitu-
tions and atonements were not made 
“legislatively.” It’s as if they do not know 
that “politics is the art of the possible.” 

No wonder that a 2010 survey showed 
97 percent of South Koreans thought 
Japan had “not apologized enough.”

What prompted Yuha Park to study 
this subject in detail was the concern: As 
the dispute escalated since the early 
1990s, “both in Japan and Korea, only 
the voices of the governments and citi-
zens groups have grown louder, in the 
process drowning out the voices of those 
directly involved,” namely, the Korean 
comfort women.

One thing Yuha Park found in the 
course of her exploration is that the ret-
roactive term “sex slaves” actually de-
prives the Korean comfort women of 
their humanity. Some of them found 
Japanese soldiers kind and considerate, 
some commiserated their fate, some fell 
in love with them. 

Hiroaki Sato is a translator and essayist in 
New York

Sex slave wrangling misses human picture
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!e knowledge that if a large bank fails 
it will probably receive a government 
bailout, including for its derivatives desk, 
spurs traders to deal with larger banks.


