Preface and acknowledgments

In this book I have attempted to analyze how Japan conceives
and conducts its international relations at a time of great
upheaval in the late twentieth century. In tandem with the
growth in its economic power, Japan has increasingly been con-
fronted by myriad challenges both from within and without. It
is my observation that on the whole Japan has demonstrated a
deftness in adapting to international changes, whether of an
economic nature or security-related. One might be tempted to
say, however, that, if Japan is termed a success in international
adaptation, it is largely because its energy has been focused on
technological, manufacturing, commercial, and fipancial activities
without duly shouldering international responsibilities, including
efforts to sustain a free trade regime, to prevent military aggres-
sion, and to inculcate a sense of global community at home and
abroad.

This book is my attempt at analysis and synthesis, not at
accusation or acclaim. Therefore, I have done my best to reveal
the framework within which Japan’s diplomacy has been handled.
It is up to readers to judge whether Japan’s international relations
have been handled reasonably well or not. Obviously their
judgments will differ, depending on their own differing criteria.
This is all the more reason why I leave that determination to
readers.

In writing the chapters of which this book consists, 1 was
repeatedly struck by the fact that history matters deeply. No one
can escape the scars of the past imprinted on his or her mind.
Yet given the speed with which Japan has arisen from a remote
corner of the world and given the scale of Japanese influence
felt by the rest of the world, it is not difficult to surmise that
Japan has had to make almost incessant adaptation without
bothering to create de nove a meticulously measured chart for
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navigation. Japan has had to rely much more intensely on its
historical learning about the sterility of military aggression, the
need for self-reliance and diligence, and the virtue of daily,
piecemeal, programatic tinkering and adjustment without an
overdose of either ideologizing or moralizing with grandiose
fanfare. This theme runs throughout my book as I deal with
Images and Roles (Part I), Japan-US Relations (Part II), Power
and Interdependence (Part III), Pacific Dynamism (Part 1V),
and Prospects (Part V).

It is not an easy task to write in English in an environment
where, otherwise, Japanese is the almost sole language used in
my daily life. This makes me all the more appreciative of the
encouragement and assistance [ have received from many col-
leagues in an invisible college that is spread throughout the
world. The University of Tokyo’s Institute of Oriental Culture
where I have worked since 1977 has been most conducive to
writing both in Japanese and in English with its unusually liberal
and independent-minded environment for those devoted to the
academic profession. Hence, I extend my deeply felt gratitude.

More globally, I have had the privilege of serving on the editor-
ial boards of a number of journals for some years. This task has
helped me to look at and analyze Japan’s politics and inter-
national relations from many angles. I am deeply thankful to
those journals and editors: Robert Keohane, Peter Katzenstein,
Stephen Krasner, and John Odell from International Organization:
Kenneth Pyle, Kozo Yamamura, and Susan Hanley from Journal
of Japanese Studies; Bruce Russeut from journal of Conflict Resolution;
Richard Ashley and Brian Job from International Studies Quarterly,
Masahiko Aoki, Masahiro Fujiwara, and Kotaro Suzumura
from Journal of the Japanese and International Economies; Henry
Bienen, Kent Calder, and Robert Gilpin from World Politics; and
Barry Buzan and Richard Liule from Review of International
Studies. Besides the intellectual stimuli derived from these
somewhat formal duties, I have had extensive communication
with many colleagues. The ‘Dialectics of World Order’ project
involving Hayward Alker, Tahir Amin, Thomas Biersteker, Ijaz
Gilani, and myself has given me occasional chances to
reexamine many old ideas. The twenty authors of ‘The Con-
temporary Political Science Library’ published by the University



PREFACE AND ACKNOWLEDGMENTS ix

of Tokyo Press, of which I am the editor, have also given me
very useful opportunities to check my formative ideas against
others’ normally more solid ideas.

In addition to my first teaching appointment at Sophia Univer-
sity’s Institute of International Relations {Tokyo), my visiting
research and teaching assignments at the Graduate Institute of
International Studies (Geneva), Harvard University’s Center for
International Affairs, Australian National University’s Australia-
Japan Research Centre, University of Delhi’s Department of
Chinese and Japanese Studies, Aarhus University’s Institute of
Political Science, Johns Hopkins University’s School of Advanced
International Studies, and Gadjah Mada University’s Center for
Japanese Studies (Jogjakarta) have contributed to my under-
standing of nations, societies, and international structures. Less
formally, my participation in numerous conferences at home
and abroad have helped me to make sense of events from differ-
ent perspectives. My usual enthusiasm for local language learn-
ing for as long as my stay allows, whether Korean, English,
Chinese, French, Indonesian, or Danish, may have helped me
to get closer to the thinking of other peoples in the rest of the
world.

More directly related to the individual chapters, it is
Yasusuke Murakami, then at the University of Tokyo and now
at the International University of Japan in Niigata, who first led
me to write more in English by asking me to work together with
the Japan Political Economy Research Committee (JPERC).
Both he and Hugh Patrick of Columbia University, the two
founding fathers of JPERC, showed their exemplary commit-
ment and compassion in moving JPERC toward publication.
JPERC produced three conference volumes of essays from
Stanford University Press dealing with the economy, politcs,
international affairs, society, and culture. I had the privileged
assignment of editing, along with Daniel Okimoto of Stanford
University, the second volume, entitled The Political Economy of
Japan, Volume 2: The Changing International Context (1988). Chapter
1, ‘Japan’s images and options’, was first presented at one of the
meetings of the JPERC series and was first published in 1986 in
Japanese in Chuo koron, thanks to Tomohiro Kondo, then its editor,
and subsequently published in English in 1987 in journal of
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Japenese Studies, thanks to Kozo Yamamura, Kenneth Pyle, then
its editor, and Susan Hanley, then its managing editor and now
editor, all at the University of Washington.

Chapter 2, ‘The ideas and structures of Japan-US relations’,
was written first in Japanese for a special issue on Japan-US
relations of the journal called Leviathan: The Japanese Journal of
Political Science Vol. 5 (Autumn 1989), pp- 7-33, of which 1 am an
editor. It was subsequently translated into English first by
myself and then ably improved by Courtney Purrington of Har-
vard University. I should thank my editorial peers, Michio
Muramatsu of Kyoto University, Hideo Otake of Tohoku Uni-
versity, and Tkuo Kabashima of Tsukuba University, for their
receptivity to the idea of publishing a special issue on the subject.
Chapter 3, ‘Nakasone and his diplomatic legacy’, was written in
English for Japan Quarterly Vol. 34, No. 4 (October-December
1987), pp. 363-70, responding to the kind invitation of Yuji
Oishi, then its deputy editor.

Chapter 4, “Trade, technology, and security’, was written in
1986 for the annual meeting of the International Institute for
Strategic Studies in Kyoto at the invitation of Robert O’Neill,
then its director, now at Oxford University. It was subsequently
published in 1987 in Adelphi Papers. My chapter was also
included in East Asia, the West and International Security, edited by
Robert O’Neill and published by Macmillan (1987) and also
reprinted with permission in 1987 in the Pacific Economic
Paper Series of the Australia-Japan Research Centre of the
Australian National University, where I spent a full winter in
Canberra, thanks to Peter Drysdale, the Centre’s director, for
the three months immediately preceding the presentation of
the chapter. Chapter 5, ‘Japan’s politics of interdependence,’
was written for Government and Opposition in 1990 at the invitation
of its editor, Ghita Ionescu of the University of Manchester,
whom I had the good fortune to meet at a Barcelona conference
earlier that year. Rosalind Jones, its editorial manager, was a
most helpful expert.

Chapter 6, ‘Shaping and sharing Pacific dynamism,’ was written
in 1988 at the invitation of Peter A. Gourevitch of the University
of California, San Diego, for a special volume on the Pacific
Rim of The Annals of the American Academy of Political and Social
Sciences. Brian Woodall, then teaching at the University of
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California, Irvine, and now teaching at Harvard University,
kindly helped me by reading the galley proofs while I was away
from Tokyo. Chapter 7, ‘Sino-Japanese relations: problems
and prospects,” was written in 1990 for the NEAR (Northeast
Asian Region) conference at the Center for Asian Pacific
Research, Peking University, in response to the invitation of
Yuan Ming of Peking University and Frances Lai of Linnan Col-
lege, Hong Kong. Makoto Sakurai of the Mitsui Research Institute
helped me to get there, and Courtney Purrington again kindly
improved the chapter enormously. A slightly different version
will appear in the conference volume in 1991 from Peking Uni-
versity Press.

Chapter 8, ‘Four Japanese scenarios for the future,” was written
in 1988 for presentation at a seminar for a study group on
Japan’s role in development finance at the Council on Foreign
Relations, New York. The first half of the paper was then sub-
mitted to, accepted by, and published in 1988-9 in International
Affairs. 1t was possible only with the encouragement-cum-
endorsement of John Roper, then the journal’s editor and now
at the Western European Union in Paris. The article was further
reprinted in International Political Economy, edited by Jeflry
Frieden and David Lake (New York: St. Martin’s Press, 1990,
and The International Relations of Japan, edited by Kathleen
Newland (London: Macmillan, 1990). The original paper was
subsequently edited and published in Yen for Development, edited
by Shafiqul Islam of the Council on Foreign Relations (Council
on Foreign Relations, 1991}. Islam and his study group members
helped me to articulate my ideas and Brian Woodall was helpful
in improving the manuscript.

I am grateful to the following publishers, for permission to
reproduce the above material: Society for Japanses Studies for
Chapter 1; Bokutakusha for Chapter 2 (Copyright held by
Takashi Inoguchi); Asahi Shimbunsha for Chapter 3 (Copyright
held by Takashi Inoguchi); International Institute for Strategic
Studies for Chapter 4; Government and Opposition for Chapter 5
(Copyright held by Takashi Inoguchi); The American Academy
of Political and Social Sciences for Chapter 6 Copyright held by
Takashi Inoguchi); Peking University Press for Chapter 7 (Copy-
right held by Takashi Inoguchi); Royal Institute of International
Affairs for Chapter 8.
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This Preface and acknowledgments and the Introduction
were written in English early in 1991; again, Courtney
Purrington was very helpful in improving my writing.

The entire manuscript was further scrutinized by Martha
Lane Walsh, a friend and an editorial colleague as the managing
editor of Journal of Japanese Studies, during her off-work days. I
am immensely thankful for her help.

All the editors of Pinter Publishers showed enormous
patience, understanding, and grace in handling an author not
sufficiently experienced in book-making with publishers in the
English-speaking world.

My acknowledgments would never be complete without fully
thanking the two doctor ladies who have turned out to be crucial
to the publication of the book: Frances Pinter and Kuniko
Inoguchi. Frances has been encouraging and kind to me
throughout this endeavor, even before I was able to come up
with the idea of producing the book for Pinter Publishers.
Kuniko, my wife, my friend, and my critic, has always been con-
structive in helping me during difficult phases of writing and
obstructive in keeping me from impossible phases of writing.

Takashi Inoguchi
Tokyo



Introduction

Thrust onto center stage of world affairs, Japan presents two
contrasting images. One is an aggressive economic player flexing
its manufacturing, financial, and technological muscle quietly,
yet often effectively, to auain fairly well-conceived national
interests. The other is a timid political player with political
machinery unable to articulate coherently its interests and position
at home and abroad, let alone to exercise its economic power
politically to promote its national interest. This combination of
economic giant and political pygmy may be of consolation to
those who do not wish to see Japanese clout spread to the political
world. But a more common reaction is annoyance and anxiety
from those worried that this asymmetry weakens the vital alliance
between the United States and Japan and concerned about
Japan’s potential for becoming a stray sheep of extraordinary
economic might.

Examples of the former image abound. The idea of Japan as
a nation seeking economic hegemony in the world easily sways
the minds of many Americans, for instance, when they learn
that the total price of land in the Tokyo metropolitan area is
higher than that of the entire United States. This image was
reinforced when Sony purchased Columbia Pictures and when
Matsushita purchased MCA. Similarly, when Japanese automo-
bile firms were attracted by Prime Minister Margaret Thatcher’s
policy of providing incentives to draw direct investment from
abroad, the mood on the European continent was one of appre-
hension that Japanese auto plants in the United Kingdom were
becoming a Trojan horse which would flood the continent with
Japanese cars.

There is also no shortage of examples of the lauer image.
During the crisis in the Persian Gulf, which began in August
1990, the Japanese government was unable to legislate a United
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Nations Peace Cooperation bill, which would have enabled Japa-
nese Self-Defense Forces to be sent to the Middle East in order
to show solidarity and support for the US-led multinational
forces opposing the Iragi conquest of Kuwait. Faced with vehe-
ment resistance from public opinion and opposition parties as
well as a sizable portion of the governing party, and manifesting
a visible fissiparity and incompetence in its political decision-
making mechanism, the Japanese government gave up its effort
to enact the bill, at least temporarily, in Autumn 1990. While
the Gulf crisis headed toward the January 15 deadline set by the
United Nations, the Japanese government was busy with the
new emperor’s succession ceremony, government budgeting,
and cabinet reshuffling. Although Japan’s $4 billion aid package
to assist the US-led multinational forces and to alleviate the suf-
fering of refugees and citizens in the Gulf region affected by the
crisis was appreciated by its recipients, no Japanese flag waved
in the Middle East to further strengthen the appearance of
solidarity against Iraq. As a result, the salient reaction in the
United States was one of dismay and even anger.

When these two images are juxtaposed in statistical terms,
resentment against Japan takes on a heightened tone, as has
been the case with congressional criticism of Japan during the
Gulf crisis. For example, while 400,000 American soldiers pre-
pared for imminent war in the Saudi desert, no Japanese soldiers
participated in the mulunational forces. While the US government
spent $100~-200 million per day in pre-war Gulf operations and
prepared to spend $1-2 billion per day once war broke out, the
Japanese government only implemented its pledge of aid in a
piecemeal fashion. Even worse, some Japanese firms such as
Sony and Matsushita were spending more money to buy up
America than was forthcoming from the Japanese government
during the Gulf crisis.

These examples illustrate how Japan’s foreign policy is often
paradoxical to the rest of the world. In this book, I will attempt
to provide answers to some of these paradoxes. In other words,
the aim of this volume is to provide readers with an analysis of
the making and implementation of Japanese foreign policy. I
will also attempt to provide an analytical framework whereby
Japan’s international relations can be better understood.
Although this volume is a collection of articles written between
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1986 and 1991, I have taken care to organize it in a coherent
manner. This task was made easier, first of all, by the extraordi-
nary continuity of Japan’s foreign policy line - that is, one
essentially evolving around the Japan-US alliance - throughout
the Cold War and post-Cold War periods. No less important,
the task was also made easier by the striking tenacity with which
Japan pursues its interests: efforts are concerned in those areas
where it enjoys a comparative advantage - economic, financial,
and technological - and maintains a low profile in those areas
where military clout and political leadership matter.

It is my wish that this volume be used not only for teaching
and research purposes, but also by general readers broadly
interested in Japan, its foreign policy and domestic under-
pinnings, and its global impact and consequences. Although
chapters of this book were written over a five-year period,
which included the end of the Cold War, I have attempted to min-
imize repetition, to update references, and make corrections
where necessary.

Part I: Images and roles will help readers better to understand
Japan’s foreign policy in terms of the images held and roles,
actual or envisioned, for Japan to play in the world. Given the
strong continuity in Japan’s diplomacy since 1945, it is very
important to depict these images and roles as determined by its
relative position and power within the international system.
That is the task of Chapter 1, ‘Japan’s images and options’.

Part II: Japan-US relations will give readers a clear sense of the
history, structure, and psychology underlying this crucial bilateral
relationship. As Japan-US relations constitute the core of
Japan’s diplomacy, it is natural for any volume on the subject to
tackle it head-on. Chapter 2, “The ideas and structures of
Japan-US relations’, will do thar task conceptually. This chapter
will examine three contrasting perspectives — hegemonic, com-
petitive, and communitarian - from which the bilateral relations
can be analyzed fruitfully in four key areas: security, economy,
values, and domestic institutions and structure. Chapter 3,
‘Nakasone and his diplomatic legacy,” will delve into an analysis
of how domestic politics affects foreign policy as observed during
Nakasone’s tenure as prime minister (1982-7), a critical period
in which the basis for Japan’s post-Cold War diplomacy began
to evolve.
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Part I1I: Power and interdependence deals with functional areas.
Chapter 4, “Trade, technology, and security’, will analyze the
increasingly critical juncture (not only for Japan but for the rest
of the world) of the areas of trade, technology, and security. The
end of the Cold War may give some readers the false impression
that much of this analysis is outdated, but, on the contrary, the
dismantling of the Cold War justification for restricting the flow
of technology to socialist nations reveals a heretofore largely
implicit motivation for restricting the flow of technology con-
sidered so intimately tied to competitiveness among capitalist
nations. Chapter 5, ‘Japan’s politics of interdependence’, will
illustrate how Japan uses its economic power to increase its
gains and to improve its relative position in bilateral relation-
ships with other countries, yet only in harmony with the stable
functioning of the world economy. With vivid illustrations from
recent events, the chapter will reveal the basic Japanese strategy
in the economic realm throughout the post-1945 era.

Japan’s interactions with its Pacific neighbors are taken up in
FPart [V: Pacific dynamism. Chapter 6, ‘Shaping and sharing Pacific
dynamism’, places in context the issues of economic dynamism,
market liberalization, protectionism, and bloc formation with
special reference to Japan’s interactions with Pacific Asia. The
problem analyzed is how to sustain the economic vigor of the
region while sharing its fruits with the rest of the world. Japan’s
regional policy is portrayed as one penetrating the two giant
economic markets of North America and Western Europe
before protectionist/regionalist walls — of either a benign or a
malign nature - are built and consolidated, while at the same
time enhancing intraregional economic interactions in Pacific
Asia. Chapter 7, ‘Sino-Japanese relations: problems and pros-
pects’, deal with the debt of history, an issue not entirely
resolved in Sino-Japanese relations and likely to constrain
Japan’s room for maneuvering in the region because it has so
far failed to provide a satisfactory account of japanese misconduct
in the 1930s and 1940s to Pacific Asian countries. The analysis
will focus on the intricate equation of the debt of history, eco-
nomic interdependence, and the strategic configuration of
power between China and Japan.

Part V: Prospects will attempt to look at the world beyond the
twentieth century, using four scenarios. Chapter 8, ‘Four Japanese



INTRODUCTION 5

scenarios for the future’, will articulate some underlying
thoughts of the Japanese in their attempts to envision the future
world. Using the three variables of the scientific and technological
vigor of nations, the neutralization of nuclear arsenals, and the
debt of history, four scenarios evolving from the crucial axis of
Japan-US relations will be assessed in terms of feasibility and
desirability.






Japan’s images and options: not a
challenger, but a supporter

Foreigners have viewed Japan in a variety of different ways at
any given time in the past, and this complex image holds true
even today. Japan is unusual in the variety of facets its image
has. This chapter will examine some of the contrasting elements
of this image, analyze changes Japan has made in security and
economic policy in the past decade, and suggest some of
Japan’s options for the future.

While Japan is currently seen as a free rider or a parasitic
dependent in terms of dense, it is also said that tomorrow Jap-
anese militarism may well revive and threaten neighboring
countries. Japan has the highest level of dependence in the
world on oil shipped through the Persian Gulf and is criticized
for making no effort to preserve the security of that region.
Conversely, the possibility that Japan, an economic super-
power, will become a military superpower before the twenty-
first century and reemerge as a challenger to the United States,
is a source of anxiety. As Maeda Toshikazu, the Ambassador to
South Korea, said, ‘Both the defense free-rider view and the
militarism revival view are wrong. But whether Japan makes
efforts toward a defense buildup or not, it suffers criticism.™

The predominant image of Japan’s economy is that it is a free
rider; that is, it takes but doesn’t give. For example, although
Japan’s capital market is not easy for foreign banks and
securities companies to penetrate, Japanese capital is very active
in foreign markets. And although the amount of Japanese official
development assistance is large, Japan’s proportion of grants-
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in-aid compared to GNP is small. On the other hand, some see
Japan as a challenger steadily conquering the world market by
making full use of its state-led economic management, whether
in technological innovation, industnial policy, or world marketing.

Between the extremes of Japan as free rider and challenger is
Japan as a supporter, a viewpoint not frequently heard. This
view argues that Japan should contribute to the strengthening
of the peace now maintained under American leadership
through the defense of sea lanes in the western Pacific and support
of US deployment of new anti-Soviet nuclear weapons in Western
Europe. According to this view, Japan should support the
United States, which is now facing economic problems of its
own. This means that Japan must continue to make steady pro-
gress in the liberalization of both trade-and capital markets, as
well as taking an active part in making foreign aid and overseas
direct investment, syndicated loans, Eurobond issues, and con-
tributions to international organizations, using its high technology
and excess capital. Many of these actions can be seen as sup-
porting actions for allied nations with the goal of preserving
and strengthening the international system led by the United
States.

Despite the wide disparity of images in Japan, it is not
unusual for them to coexist. These three images reflect the
enigmatic reality Japan poses to the rest of the world and the
vast range of options it can take within the international system.
Japan has suddenly emerged as a superpower 40 years after its
defeat and there is room for more serious contemplation of its
role than has been previously undertaken.

Japan’s place and role in the world

When discussing a country’s foreign policy, it is common practice
to relate its place and role in the world. For example, David
Lake has used the concepts of relative size and relative pro-
ductivity in dealing with America,? arguing that these factors in
the economy largely shape a country’s role in international
society. In this chapter, I will consider the four types of roles
shown in Figure 1.1: leaders, supporters, spoilers, and free riders.

Leaders have the greatest relative size and highest relative



JAPAN'S IMAGES AND OPTIONS 11

§ |
I
| Leaders
| I
- | Hegemons
|
< I
2 i
“’ |
g Spoilers l__————-__——_
=
3 s |
A !
b !
= Supporters
Free Riders
Do-Norhings
E
&
Low High

RELATIVE PRODUCTIVITY

Souwrce: Based on David A. Lake’s diagram in ‘International economic structure and American for-
eign economic policy, 1887-1934", World Pofitics, Vol. 35, No. 4 (Julv 1983}, p. 522,

Figure 1.1 Place and role

productivity. In order to manage the world economy and the
international environment, leaders devise a variety of arrange-
ments to suit their interests. While leaders bear responsibility
for the principal costs of the system, these arrangements reflect
choices to their benefit. For example, developing countries find
that the IMF and the World Bank are essential international
economic institutions for developing countries facing difliculties
involving the international trade balance and development
planning, but these same institutions also strongly reflect
American power. NATO is a military treaty system joining
North America and Western Europe but, by recently deploying
new anti-Soviet nuclear weapons in Western Europe, it ultimately
serves American interests. International leadership is not a pure
public good; rather, it is a mix of public and private goods. The
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international rules and practices possess a certain inertia and
continuity preventing leaders from always realizing their own
interests because of the need to accommodate their followers.

Supporters are somewhat smaller than leaders in terms of rel-
ative size, but they are almost the same as leaders in relative
productivity. They support and conform to the international
rules and practices built by the leaders, and although they pay
certain limited expenses they are usually rather important
countries. Supporters are sometimes called ‘junior partners’.
What must be noted here is that supporters are not blind followers.
In cases where the cost of conforming to a leader’s expectadons is
too high, a supporter - possessing the ability to champion its
own specific interests - will disregard the interests of the leader.
The alliance between a leader and its supporters often has char-
actenistics that can best be described as ‘dreaming different
dreams in the same bed’. It is not unusual to have discord
among the members of an alliance.

The third category is spoilers, whose relative size is much the
same as leaders but who are in most cases inferior to leaders
and supporters in terms of relative productivity. Spoilers sabotage
the international rules and practices and attempt to break them
down. Normally, however, spoilers don’t attempt total destruction
of the system; those categorically opposed to the system are
called challengers.

Distinguishing between supporters and spoilers is not always
easy. When a supporter becomes non-conforming and asserts
its own interests vis-d-vis the leader, its actions can easily change
into those of a spoiler. Americans thought de Gaulle a spoiler
for his withdrawal of France from NATO, and an increasing
number of Americans think the same of Japan today because of
its economic advances. Michel Jobert, former foreign trade
minister of socialist France, categorized the USSR and Japan as
spoilers by saying that the world would be much happier with-
out the military menace of the USSR and the economic threat of
Japan.® On this level, then, the Soviet Union and Japan are in
the same category.

Free riders, the fourth category, are small in relative size;
their relative productivity can be on a par with leaders and sup-
porters, or it can be low like that of spoilers. For example,
almost all of the developing countries receiving the benefits of
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the preferential tariff rates provided within the structure of
GATT may be called free riders.?

Which category best describes Japan? In terms of relative
size, there are a variety of indicators.® For example, in looking
at the comparative populations of Japan, the United States, and
Europe (EC), we find a ratio of 1:2:2.5. A comparison of GNPs
shows a ratio of 1:3:2. A comparison of exports for Japan and
the United States shows a ratio of 1:1.6, and for imports 1:2.

Relative productivity is more difficult to measure. Let me
present data from a recent MITI White Paper on labor pro-
ductivity measured in terms of value added.’ Looking only at
the manufacturing sector, the ratio of this productivity between
Japan and the United States is 85:100. However, in the three
sectors of steel, electronics, and automobiles, Japan’s productivity
is higher. In recent years, the productivity of a number of sectors
in Japan has increased, although in agriculture, the defense
industry, and the service sector, Japan’s value-added labor
productvity stll trails that of the United States. Within the
industrial sector, however, Japan today has achieved a level of
productivity rivaling West Germany, Canada, France, the Nether-
lands, Norway, and Sweden, bringing Japan close to the role of
Lake’s supporter category.

Due to the levels of its economic scale and productivity,
Japan has come to support and facilitate international economic
acuvity. Here I would like to indicate more concretely how
Japan, whose interests are generally met by these activities, con-
tributes to international society. In terms of officially provided
development assistance, in 1982 Japan was number four in the
world with $3 billion, ranking behind the United States at $8.2
billion, France at $4 billion, and West Germany at $3.2
billion.” In addition to aid to neighboring countries in East and
Southeast Asia and to those countries that supply natural
resources, Japan has also increased aid to countries strategically
important to the United States (Pakistan, Egypt, Turkey, Saudi
Arabia, and pro-US Central American countries). Whereas US
aids supports basic needs (hygiene, agriculture, education) and
provides weapons, Japan’s aid emphasizes socio-economic
infrastructure and basic industries (such as textiles, steel, petro-
chemicals, and electricity).

In terms of the amount of funds disbursed to international
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agencies, Japan ranks number two among members of the
World Bank and is on a par with the United States in the Asia
Development Bank. Furthermore, Japan supports, in low profile,
bank operations aimed at the healthy development of countries
that have borrowed money and received aid.

In the category of outstanding net external assets, at the end
of 1983 Japan was second at $37.2 billion, behind the United
States with $135 billion.® Japanese syndicated loans and direct
foreign investment have increased dramatically during the
1980s. Japan’s syndicated loans, which reached $32.1 billion in
1982,% have three characteristics which are appropriate to its
role of supporter. First, compared to US and OPEC loans, the
interest rates on Japanese loans are lower and the maturity
longer. Second, Japanese banks frequently make syndicated
loans with US banks and often become lead banks or co-lead
banks. In 1983, the Bank of Tokyo ranked number seven in the
world as a lead bank; for sovereign debtors (i.e., nations) it held
second place; for supranational debtors (i.e., international
agencies), it was first. Third, along with the United States, Japan
helps with operations to reschedule debts for many developing
nations. Japan’s direct foreign investment has grown dramatically.
In 1982 it reached $29 billion, fourth in the world.}* Also note-
worthy is the overall Japanese willingness to accept minority
ownership, thus befitting Japan’s role as supporter.

In the trade sphere, Japan is steadily proceeding with
liberalization based on the agreement of the Tokyo Round of
GATT; for manufactured goods, Japan has a lower average tariff
rate than the United States or Western Europe. Similarly, in
terms of the number of markets affected by non-tariff barriers,
Japan is lowest at 7 per cent, compared to the United States and
Italy at 84 per cent, France at 32 per cent, Britain at 22 per cent,
West Germany at 20 per cent, and Canada at 10 per cent.!!
Even agricultural products have been liberalized somewhat
under external pressure. Japan has been trying to advance free
trade with the United States by scheduling a new round of talks
while avoiding the withdrawal of Western Europe from those
talks. This also corresponds well to Japan’s role as supporter.
Japan’s financial system left behind the systemic inertia of the
1920s’ bank crisis and the securities panic of the mid-1960s.
But by the mid-1980s, Japan has joined international trends of
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financial liberalization that date from the mid-1970s. The 1984
agreement reached by the Japan-US Yen-Dollar Committee
was a big step in that direction.

With the world’s highest savings rate and many internationally
competitive manufactured goods, Japan has become a creditor
nation. Japanese banks, more directly than in the past, lend
large amounts of capital through the Eurodollar market by such
means as acquiring a large foreign investment portfolio and
greater earnings for Japanese direct foreign investments.

In the sphere of national security, Japanese military spending
has increased an average of 7.7 per cent annually over the past
five years, reaching in 1982 an annual total of approximately
$10 billion (1 per ceat of GNP).12 Obviously, US military spend-
ing is higher at $300 billion (10 per cent of GNP), but neither
does Japan compare with countries in the 3-7 per cent range
such as West Germany, France, and Britain. Japan’s total military
spending in the past 20 years was $77 billion, similar to that of
Italy.!3 In the same period, the responsibilities and roles Japan
shares with the United States have grown dramatically. For
example, Japan is responsible for American base expenses in
Japan, information-gathering in the neighboring maritime
area, Japanese-American cooperation in the event of blockade
of the straits of Soya, Tsugaru, and Tsushima, and joint military
maneuvers in the western Pacific. In politics, in 1983 Japan
strongly supported US placement of new nuclear weapons in
Western Europe in response to the placement of new Soviet
weapons. In 1981, issues between Japan and South Korea were
resolved before Prime Minister Nakasone’s trip to America, and
Japan attempted to mediate in the Iran-Iraq War. At the Western
Summit in 1984, Prime Minister Nakasone urged President
Reagan to initiate Soviet-American talks. These actions indicate
Japan’s role as a supporter.

Japan can be seen in each of the roles of free rider, supporter,
and challenger. What has brought about these three images,
and how do they coexist? There are other factors, but the primary
two are Japan’s rapid growth and America’s reassertion of hege-
mony.

First, Japan’s relatively high growth rate is likely to continue
in the foreseeable future. Japanese growth and change have
been so rapid that many in the world have difficulty perceiving
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what is indeed occurring. This is not always the case, but there
are many who have outdated perceptions of Japan. Evidence of
this is the pattern of ‘at first deny, then copy’ Japan’s achieve-
ments.'* The memories those with such lagging perceptions
have of Japan - free rider, dependent, or do-nothing - will die
hard. At the same time, Japan’s growth has been so rapid that
some prematurely and mistakenly believe that in technology,
industry, finance, and all other areas, Japan will eventually surpass
foreign nations. Because there are people who believe this, a
few are beginning to say that sooner or later Japan’s true
militaristic identity will show itself.

Second, the United States is trying to reassert its world leader-
ship, despite the fact that it is faced with numerous unsolved
problems, both domestic and international, and that it is still
mired in frustration. To accomplish this, the United States is
attempting to strengthen support for its policies from its allies.
It is increasing pressure on its allies who are not bearing, in the
United States’ judgment, a sufficient burden for the alliance.
This often takes the form of venting domestic anger against an
ally who seems to be managing its affairs rather well. This kind
of US policy sees Japan playing the cunning role of free rider,
fostering the vague unease among some Americans that, at any
moment, Japan will try to become a challenger. At the same
time, this has made many Japanese feel that the United States is
applying unfair pressure on Japan.

Objectively speaking, these two major factors help make
Japan an even better supporter but, at the same time, they cause
Japan to be strongly perceived as a free rider and a challenger.
Setting aside these three images of Japan, let us here take up the
US transition in its international role.

Since the end of the nineteenth century, US economic foreign
policy has moved very slowly in the direction of free trade.!s
Between 1873 and 1945, but especially during World War I, the
US trade share increased rapidly. Prior to the end of World War
I, the United States developed rapidly as Britain’s ‘junior partner’;
US figures for world trade shares were at much the same level as
Britain’s by the end of World War 1. With the development of
automation, US productivity increased dramatically in the
1920s. The United States played the role of supporter in the
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recovery of post-World-War-1 Europe. Yet between World War
I and the 1930s, America’s uncertain role {represented by its
non-participation in the League of Nations) indicated that the
nation had two roles, supporter and free rider. However, in the
inter-war period the United States reversed its junior partner
status with Britain. The final stage in that role reversal came
when US military forces were dispatched to Europe. American
entry into World War II was long delayed but it became possible
suddenly because challengers - Germany and Japan - took
actions to force US entry. While playing the role of follower to
leader Britain and other allied countries, the United States also
played a large role in the undermining of Britain’s systemic and
geographical prerogatives, under the banner of anti-colonialism
and free trade. This made the United States and Britain strange
bedfellows, or as one scholar put it, they were ‘allies of a kind’.'¢

This American role reversal warrants a closer look. It has
taken the United States three-quarters of a century to climb
from free rider, to supporter, and then to leader. In the process
of moving from free rider to supporter, the United States was
criticized in the late nineteenth century for sometimes having
disregarded the practices and standards of international trade,
and it was censured as a free rider for being a predatory
late-developing nation. Even in the first part of the twentieth
century, the United States was criticized by Britain and other
European countries as an undependable, irresponsible free rider.
To quote Neville Chamberlain, ‘It is best and safest to count on
nothing from the Americans but words.’!” Thus there is more
than just a litde irony in the ‘admonitory’ US statements and
actions that sometimes paint Japan as a free rider or challenger.

The United States’ transition from supporter to leader came
about through a mix of mutual cooperation and competition
with the leader Britain. What must be pointed out here is that
leaders and hegemons usually come from the ranks of supporters
rather than challengers.!® In other words, junior partners
emerge as new hegemons from the cooperation/competition
with the old hegemons. Looking at leadership transitions since
the Portuguese hegemony 1n the sixteenth century, we see this
pattern repeated again and again. It was not the country that
challenged Portugal - Spain - which emerged as victor at the
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end of the seventeenth century, but, rather, it was Holland. The
Duich took up where Portugal left off in that they fought Spain,
acquired independence, and inherited Portugal’s world trade.
In the eighteenth century the country that achieved hegemony
was not France (which challenged Holland); rather, it was Britain,
which fought France alongside Holland. The country that
achieved hegemony in the twentieth century was not Germany,
which challenged Britain both in 1914 and 1939, but the
United States, which fought alongside Britain. As the example
of Britain and the United States before 1945 shows, an old
hegemon and a junior partner can become ‘allies of a kind’.
Whether this same pattern will be repeated in the future is a dif-
ficult problem since it largely depends on the international balance
of power and particular circumstances. However, because of
the very high costs of competition between leader and challenger,
it is difficult for a challenger to become a new hegemon.

Above we have looked at Japan’s place and role in the world.
In the next two sections we will look at Japan’s economic and
security policies where substantial revision shows that Japan
has changed from a free rider to a supporter.

Japan’s foreign economic policy

The Japanese economy has undergone rapid change in the past
decade, but before examining the nawure of this change, I
would like to touch on two fundamental developments in the
international economic environment. One is financial liberal-
ization, connected with a flexible exchange rate system; the
other is protectionism, connected with trade liberalization.

In 1971, the world trade regime supported by the dollar col-
lapsed because the United States, which had created and main-
tained the system, suddenly abandoned it.'® It became impossible
to maintain a system based on gold to dollar conversion. To
maintain the US dollar as essentially the preeminent means of
international exchange entailed two major difficultes. One was
the high value of the dollar, which had resulted under the fixed
exchange rate regime, causing the United States to suffer an
increasing trade deficit. The other was that a large capital out-
flow from the United States occurred, spearheaded by
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multinational enterprises, causing a reduction in investment at
home. This latter development was significant in that it became
an important reason for the declining competitiveness of the
US domestic manufacturing industries.

The flexible exchange rate system has been in operation
since 1973, but as a system it has not been completely trouble
free, as indicated by the large shifts in exchange rates that have
tended to result in reducing the likelihood of the United States’
economic ability to regain its former level of performance. The
overvaluation of the US dollar has created serious problems in
the past several years in connection with the shifts in the
exchange rate. The United States adopted a high interest policy
to reduce domestic inflation and to defend the value of the dollar;
however, this combination - high interest rates and the high
value of the dollar - caused an acceleration in capital inflow to
the United States, thus making it a debtor nation by the end of
1984. America’s long history as a creditor nation began in 1914
with the outbreak of World War I, when it changed overnight to
a creditor nation. Now, 70 years later, it has again become a
debtor nation. Once interest rates are lowered to facilitate eco-
nomic recovery, foreign capital - previously flowing into the
United States - may flow out, and the possibility that the dollar
could suffer a severe plunge has become very real.

Moreover, Japan is being pressured to open its financial and
capital markets. The flexible exchange rate system greatly
encouraged the short-term movement of capital and even
Japan has not remained impervious to this. Because of the
domestic demand saturation in Japan and the large excess
amount of capital, Japanese banks, securities houses, and enter-
prises have begun to aim at foreign opportunities in the form of
syndicated loans, issuance of bonds in the Euro-capital market,
and direct foreign investment. Overall, the level of Japan’s eco-
nomic dependence on overseas natural resources and inter-
national trade and finance increased even more in the 1970s
and 1980s.

The second change in the international environment is
creeping protectionism coupled with trade hberalization.?0 The
beginning of the world recession in 1974 also encouraged the
rise of several countries which had not previously been major
forces in world trade or production, namely, Japan and the
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newly industrializing countries (NICs). While the international
competitiveness of the manufacturing sectors in the major
manufacturing sectors in the major manufacturing countries of
Western Europe and North America has suffered a relative
decline, the market share of these new countries in the old manu-
facturing countries has definitely expanded. The industries that
have particularly felt the impact of this advance have been textiles,
shipbuilding, steel, automobiles, and electronic products.
Industrial adjustment has been slow, encountering great
resistance, and because of social and political inflexibility these
industries cannot be phased out in steps. As a result, creeping
protectionism has expanded in the old manufacturing nations.
By the late 1970s and early 1980s, one-third of US manufacturing
sectors were covered by overt non-tariff barriers. At times, visible
protection is imposed, as when Japanese producers of video
tape recorders were forced to use costly facilities at Poitier to
inspect VTRs imported from Japan to France. At other times,
an importing nation can demand a multilateral agreement from
an exporter to reduce exports or adopt ‘voluntary export control’.
Such agreements have been demanded of both the textile
industries of NICs and the Japanese automobile industry. Some
estimate that if the strongest possible protectionist measures were
adopted around the world, then exports from Japan would
decline about 10 per cent.

A different perspective toward this problem is how it affects
the long-standing members of GATT who maintain the same
kind of economic structure and are accustomed to coping with
economic problems in the old, familiar way. The threat of pro-
tectionism has been used by the older advanced countries to get
the newer countries to better ‘behave’ themselves. Since the
1979 Tokyo Round of GATT, we have seen on one hand a free
trade chorus and, on the other, delayed implementation of
agreements and creeping protecuonism making use of non-tariff
barriers.

The two fundamental assumptions of the Japanese economy
in the 1960s were turned upside-down in the 1970s. First was
the ‘small country’ assumption, the idea that a small economy
exerts little influence on other economies. In fact, the opposite
is true. Second is the ‘closed economy’ assumpton. This is the
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case when an economy is insulated from those of other nations
because effective barriers are in place at its boundaries.

The small country assumption has already been discarded.
The rapid expansion of the Japanese economy has exerted
major influence on the world economy as well as Japan’s
neighboring countries. Many countries of the western Pacific
are strongly affected by the US and Japanese economies. The
production and trade of NICs in the Far East have been to a
large degree dependent on Japanese investment and capital
goods. And for more than half of the countries in the western
Pacific, Japan is either the largest trading partner or the largest
provider of assistance.

In the world view, more important is the fact that US depen-
dence on trade has increased, and US trade dependence on
Japan is significant. Between 1970 and 1980, the ratio of US
trade to GNP almost doubled, jumping from 4.4 per cent to 8.4
per cent.?! It was no longer tenable to retreat into the idea of
‘Fortress America’ as it was in the early 1970s when the United
States departed from the Bretton Woods regime and enter-
tained the idea of energy self-sufficiency. This is to say that
because of increased trade and other economic interdependence,
it is no longer possible to adopt extreme protectionism. Moreover,
since 1977, more than half of America’s maritime trade has
been across the Pacific, not the Atantic.

Not only in terms of trade, but in finance too Japan is no
longer a small country. From 1981 to 1983 Japanese foreign
direct investment tripled.?? A large portion of this increase was
invested in advanced countries, the United States being the
largest recipient. Moreover, Japan’s syndicated loans and
‘Eurobond issues have been rapidly expanding since the early
and mid-1980s respectively.?

Thus the closed economy assumption is also unsustainable.
In order to understand how Japan headed steadily toward an
open economy in the 1970s, it is necessary to look at the basic
characteristics of the pre-1973 Japanese economy. An impor-
tant feature was the compartmentalization of competition.?
Because of the necessity for a high level of investment capital to
meet the needs of enterprises, and because the Japanese economy
was essentially closed, financial authorities effectively regulated
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the flow of capital to targeted enterprises through commercial
banks, using administrative and financial guidance. Savings
were largely based on quasi-governmental financial institutions
such as postal savings. As a result, the financial market was
highly regulated while the product market was freely competitive.
Thus, competition within sectors was extremely strong while
the entire domestic market was compartmentalized. For this
reason, the Japanese economy appeared to function with a
strange mixture of effective state-led management and fierce
competition within the domestic market.

After the first oil crisis, however, the flow of capital was
reversed. Instead of capital moving from the public sector to
the private, the sale of government bonds moved a large volume
of capital from the private to the public sector. The government,
because of the extraordinary expenditure pattern born in the
rapid growth period, became overburdened and issued large
amounts of national bonds, requesting the private sector
(securities houses and banks) to absorb them. This reversal in
the flow of capital undermined what had formerly been one of
the structural supports that gave the public sector the control of
the private sector. Because of its high net savings rate of 20 per
cent, Japan was able to absorb government bonds without causing
the extremely high inflation which took place in America, but
high net savings also served to strengthen greatly the private
sector’s relative independence of the government. Internationally,
short-term capital movements became one of the most important
characteristics of international transactions in the flexible
exchange rate system, and this has become the basis for
strengthening the worldwide current of liberalization and inter-
nationalization of finance. Nor could Japan swim against the
current. This internationalization trend has prompted the
crossing of Japan’s previous domestic financial methods.

This trend has also resulted, in part, in the rapid expansion
of Japan’s economy and the high level of its performance.
Rapid growth in terms of GNP, gross fixed capital formation,
imports and exports, and foreign currency reserves has made it
difficult for the Japanese economy to isolate itself from foreign
influence. Japan’s economic success caused increasing criticism
and the demand that its product and capital markets be
liberalized so that Japan would protect those markets no more
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than other countries do. With large trade surpluses and grow-
ing market shares in many foreign countries, it was no longer
possible for Japan to fight the tide of liberalization.

After the first oil crisis, Japan’s good economic performance
raised the value of the yen. Indeed, the value doubled between
1971 and 1978. The decline in the value of the yen occurred
from late 1979 because of a high US interest policy and
increased tension between the United States and the Soviet
Union {(an actual war, of course, or even the possibility of any
kind of war, would reduce the value of the yen) and this trend
appeared to continue after 1984 because of Japan’s capital
liberalization. But there is little doubt that as long as Japanese
economic performance remains good, demand for the yen as
an international currency will increase. This means that the
time has passed when the Japanese economy could be carefully
managed and insulated from external disturbances.

When the domestic demand for manufactured goods is sat-
urated, trade friction will rise, and direct foreign investment will
increase. When the domestic bond market is finally saturated,
then enterprises will draft foreign bonds and Eurobonds. Con-
versely, foreign enterprises will probably draft yen-denominated
bonds in Japan. If net savings stay at their current high rate,
then with the increase in Japan’s surplus capital will come
growth in syndicated loans.

Japan’s finance, production, and sales horizons have expanded
and enterprises have come to depend more heavily than before
on foreign markets. Moreover, these foreign markets do not
necessarily witness the fierce competition seen in Japanese mar-
kets. Consequently, there will be a long-term decline in
improvements in technology, production, and sales unless the
following conditions do not come about: first, a rapid and com-
plete liberalization of the domestic financial and capital markets,
and secondly, the constant improvement of the industrial struc-
ture by technological innovation under which Japan must not
become satisfied with producing and selling in foreign markets
outdated products that will not sell in the domestic market.

America’s experience between the 1950s and 1970s is
extremely suggestive on these points. Bewitched by opportunities
in foreign countries, American enterprises rapidly became
multinational. However, the capital outflow from American



24 IMAGES AND ROLES

banks, which had been lending to multinational companies,
became impermissible by the mid-1960s because of trade balance
considerations. The Eurodollar market was no longer under US
control, developing as an ‘offshore’ market, and capital outflow
steadily continued. The American market was not yet fully
liberalized and thus capital outflows continued further when, in
1971, the fixed exchange rate system with dollar/gold converti-
bility was finally abandoned. The large capital outflow from the
1950s to the 1970s contributed in no small way to America’s
failing economy and industries.

In short, Japan’s characteristics as a small country and a
closed economy have been almost completely discarded in the
past ten years. It has been a major process: the transition to a
flexible exchange rate system (1973), the GATT Tokyo Round
Agreement (1979), and the agreement to liberalize Japan’s
finance and capital markets (1984). And today, Japan’s economy is
not only extremely large but is also rapidly liberalizing. Second
only to the United States, Japan’s economic size and productivity
will perforce place Japan in the role of supporter. Japan has
eschewed the notion that it alone can prosper.

Japan's security policy

Japan’s security environment has not changed as dramatcally as
its economic environment. However, two changes are important:
the intensifying tension between the United States and the
Soviet Union, and America’s growing pressure on its allies.

Relations between the United States and the Soviet Union
have shifted from detente to tension.?5 This shift, since the high
point of detente in the early to mid-1970s, has been the most
important change in Japan’s security environment. Since Japan
is under America’s security umbrella, such changes have an
immediate impact on japan.

At issue is the fundamentally different meaning of detente for
the United States and the Soviet Union which makes the two
sides perceive the events of the 1970s in very different ways.
The United States understood detente to mean the mutual
restraint of excessive military buildup, but Americans perceive
the reality of detente as unfavorably asymmetric. According to
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Secretary of Defense Harold Brown’s testimony to Congress:
‘We build, they build. We cut, they build.’?6 Detente for the
Soviet Union meant American self-restraint in strengthening its
nuclear superiority. It is perfectly understandable that the
Soviet Union should think that the United States, mired in the
post-Vietnam syndrome and in a recession following the first oil
crisis, had no choice but to agree to detente and restrain its mil-
itary buildup. Similarly, the United States viewed detente as the
restraint of Soviet expansionism, whereas since the Soviet
Union believed the ‘correlation of forces’ was favorable to the
‘progressive forces’ of the world, it saw American acquiescence
to detente as US self-restraint from actively interfering in Third
World revolutions or liberation movements.

Apart from differences in perceptions, growing tensions have
also been prodded by domestic developments in both countries.
We can point to the appearance of extreme conservative groups
of various types in the United States and to the growing non-
revolutionary, stagnant conservation of the late Brezhnev and
post-Brezhnev years in the Soviet Union.

The 1970s saw the reopening of military tensions and of a
large-scale arms race between the two countries. It was also a
time of more frequent tensions and conflicts within each camp.
In the East, there was the strike and martial law in Poland, the
anti-government guerrilla war in Afghanistan, and China’s
invasion of Viemam. In the West, problems included the
increasing deviation of some Western allies in the direction of
what the US government fears might evolve to ‘Finlandization’?
and Japan’s economic undermining of the US effort to reassert
hegemony and advance its reindustrialization program.

Following the retreat from detente, the United States is now
more strongly coordinating policy with its allies. Exaggerating
the military threat of the Soviet Union, the United States is also
attempting more strongly to align its allies under its schemes in
order to restrengthen its own hegemony. The effort the United
States is making to reassert its hegemony is focused on three
areas, namely, arms, communications, and international finance.
The United States of late has especially stressed to its allies its
dominance over them in nuclear capability more than it ever
has since 1945. America’s primary concerns are to see that
Europeans are not lured by ‘Finlandization’ or ‘Euro-neutralism’
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and that Europeans and Japanese, without regard for the second
cold war, do not go about ‘business as usual’ with the Soviet
bloc.

As a result, Japanese security policy has been adjusted to fita
different international context. Like the small-country assumption
in the economic field, the free-rider assumption of Japan in
terms of security has also been rendered obsolete. Despite
Japan’s rather large economy, however, this assumption of
Japan as a free rider was adhered to until the late 1970s. In
addition, Japan has been overly conspicuous due to the rapid
progress in its high technology industries, from communications
to electronics. Japan’s economic growth has not been so great,
however, as to allow the nation to strike out on its own and ‘go
it alone.” Almost no one in the Japanese government was
impressed by what Mao Tse-tung did in 1957 or what Charles
de Gaulle did in 1964. Rather, it seems that most thoughtful
members of the Japanese government see Japan’s option in the
foreseeable future as continuing to be America’s junior partner,
that is, to be a second-class naton. This is not fundamentaily
different from the relationship the American government
demanded of Japan just before Pearl Harbor. It seems more
than chance that the ‘Japan bashing’ line has overt racist over-
tones for Americans, evoking the memory of Pear] Harbor. To
avoid overreacting on this point, Japanese should understand
that demands of various social organizations and interest
groups in the United States are articulated directly at the
national political level, often armed with a kind of pseudo-logic
geared to facile appeals to their clients. As a supporter, then,
Japan’s course is thus to contribute to US policy as much as
possible with its abundant economic resources.

One method by which Japan can perform its role of supporter
is to siress the muludimensional quality of national security,
adopting former Prime Minister Ohira’s idea of ‘comprehensive
security’.28 Concealed in this idea is the hope that Japan’s con-
tributions to international economic betterment such as foreign
aid, debt rescheduling, and contributions to international
agencies will be considered supportive of American policy.

Prime Minister Ohira considered cooperative policy with the
United States, embodied in the phrase ‘a member of the Western
bloc’, to be a matter of vital importance to japan. The sudden
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change in tone in the 1979 Defense White Paper reflected a
reaction to American policy changes in the latter part of the
Carter Administration. With its policy adjustments, the Suzuki
government chalked up a record of ‘two steps forward, one step
backward’. In a joint Japanese-American communigue in
1981, the term ‘alliance’ (domei) was used, and because of the
domestic backlash, the government then had to redefine the
meaning of alliance to suit its domestic audience. The
Nakasone government supported the Reagan Administration’s
opposition to the Soviet Union. The biggest break with the past
has been the strong support for America’s placement of new,
anti-Soviet nuclear weapons in Western Europe and the linkage
of Japan’s security with that of Europe and, in turn, global secu-
rity. Prime Minister Nakasone’s support for strengthening
Japan’s military forces, technological cooperation in military
matters, and joint military exercises can thus be seen as a con-
tinuation of the Suzuki and Ohira policies. .

Secondly, in Japan’s role as supporter, the assumption of an
‘Island of Peace’ is no longer tenable. This assumption, based
on the ‘historical lessons’ of the 1930s and 1940s, stands as an
emotional issue for many Japanese. It says that Japan alone is
unarmed, Japan alone has no intention to aggrandize territory
militarily, and that foreign countries will thus respect japan’s
sovereignty. It may also be called ‘pacifism in one country’.
Consequently, policy based on this assumption urges restraint
trom actions that would lead Japan in the direction of a possible
military confrontation. Nor has the great appeal of pacifism for
Japan’s populace since 1945 necessarily receded.

There are three aspects to what may be termed ‘pacifism in
one country’. First, isolationism assumes that if Japan does not
rearmn itself or participate in military actions, then peace will
prevail; secondly, unilateralism assumes that if Japan single-
handedly pursues the course of peace, as stated in Article Nine
of the Constitution, then Japan will reap the benefits; and third,
free-riderism offers the ironic situation that even though Japan
stands under the American security umbrella, it is ambivalent
whether to even acknowledge that reality. Japanese worry that
the presence of American military bases (either nuclear or non-
nuclear) in Japan will invite or induce an attack against Japan by
a third country. On this score, the growing number of Soviet
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military activities since the mid-1970s near Japan and through-
out the globe have produced intense discomfort in the Japanese
government, which had barely adopted defense plans based on
the premise of detente.

In addition, American pressure aimed at increasing Japan’s
military responsibility has caused the Japanese government to
be more aware than ever of Japanese-American security ties.
The perception of Japan’s fragility and the high costs that would
follow a break in Japanese-American security ties provides a
powerful incentve for the government to accommodate American
pressure and demands. Without this, one cannot understand
fully the Japanese government’s alignment with the United
States in the past several years on such issues as defense co-
operation, liberalization of trade, and financial and capital market
liberalization. The Japanese government has cautiously acted to
accept those demands and, at the same time, paid careful atten-
tion to avoid inciting domestic grassroots pacifism. Judging
from the government’s assessment of the benefits and costs of
alignment, the costs of acceptance in economic terms are
acceptable, but the psychological costs of getting the Japanese
people to ‘understand’ are still very high. The key words that
have characterized the Japanese-American security relation-
ship, such as ‘a member of the Western bloc’ (Ohira), ‘an allied
country’ (Suzuki}, and ‘unsinkable aircraft carrier’ (Nakasone),
indicate the government’s efforts to intensify gradually the
closeness of that relationship. The policy of security alignment
has resulted sometimes in a ‘two steps forward, one step back-
ward’ quality, while indicating the difficulues the Japanese govern-
ment faces even now in order to accommeodate those who advocate
‘one-country pacifism’. Japanese know that the American govern-
ment all wo calmly considers the possibility of joindy fighting
wars, while the Japanese government, albeit a bit frightened,
has basically supported up to now the course of the American
government.

It is difficult to say how far the Japanese government will follow
this policy of alignment. When we look carefully at the hopes
and expectations of the American government for Japan’s self-
defense forces (SDF), it is obvious that the current level of
Japan’s military capacity is extremely limited. But since Soviet
nuclear weapons (especially mid-range) have not yet been fixed
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primarily on Japan in large numbers, the difficult decision as to
what kind of long-term defense posture to develop in relation
to the Japanese-American alliance is not imminent. In short,
the two major assumptions that have controlled Japan’s security
policy until recently are in the process of being revised in the
direction of strengthening Japan’s role as a supporter, a
response initiated by changes in the international environment
and changes in American policy.

Japan's options

The rapid changes Japan has experienced in the past ten years
have created a complicated web of images. On one hand, there
is an image of a strong economy, adaptable industrial production,
and impressive technological innovation. Juxtaposed to this is
the contrasting image of political and military passivity. Some-
times the very image of Japan’s economic strength and efficiency
is uneasily compared to Japan’s image as a potential challenger
in military and economic matters. In between lies the image of
healthy economic growth and political resilience, both contribut-
ing to global welfare. Underlying these contrasting images are
the increasingly wide number of options envisaged, albeit
vaguely, for Japan in the future.

Policy options in the economic sphere can be fundamentally
divided into trilateralism and regionalism. These options will
be influenced by the degree of protectionism that may develop
in Western Europe and North America and the degree of eco-
nomic development in the western Pacific region. If protectionsim,
such as that which has developed in Europe during the past ten
years, continues, and if the GATT multinational free trade system
breaks down, then Japan will have no choice but to search for
and open new markets. Furthermore, should American protec-
tionism develop in the same direction and should America
attempt and succeed in bilateral free trade with various
countries, such as Canada and Israel, then Japan’s policy
options will strongly lean toward regionalism. Economic develop-
ment in the western Pacific region is still insufficient to fill the
vacuum that would be created by the ‘loss’ of North America
and Western Europe. Although the growth rate in the western
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Pacific region is very high, the level of development of each
country is still much lower than Japan’s. Even if income levels
do rise, the Japanese government will hesitate to independently
adopt policies of regionalism given the lack of a geoeconomic
land mass core suflicient to support such a scheme. While the
western Pacific alignment puts emphasis on Southeast Asia,
Northeast Asian regionalism includes Japan, the Korean peninsula,
China, the Soviet Union, and Outer Mongolia. The economic
dynamism of the Japanese and South Korean economies may
well make for a close economic relationship with neighboring
socialist countries. Looking at recent trends, we can surmise
much of what the future holds in store for Northeast Asian eco-
nomic relations. But there are many difficulties in increasing
dependence on socialist countries for trade, natural resources,
and investment, and the Japanese government has largely
avoided this alignment.

Despite the two major changes in assumptions, for the
foreseeable future there will be no fundamental change in
course. That is, basic tnlateralism will continue to provide the
core of Japanese economic interactions with the rest of the
world with the regional components, both Southeast and
Northeast Asia, acquiring more weight than they now have but
never surpassing that of the trilateral components in the
foreseeable future, namely, the remainder of the 1980s. At the
same time, Japan’s global interest in terms of natural resources
and foodstuffs will increase. Fortunately, Japan does not have
exclusive economic interests either with Southeast or Northeast
Asia. First, only the United States has the influence to force a
balance of military, political, and economic power in the
region. Second, in looking at an array of aspects such as eco-
nomic interests, we see that the United States, Japan, and the
somewhat reduced EC all coexist in the region, while South
Korea, Taiwan, and Australia have recently made economic
advances in the same region. Thus, we see little possibility that
Japan will assume a position of independent, economic superior-
ity in the region.

Continuation of the Japan-US security relationship and dis-
engagement constitute Japan’s basic security policy options.
Shaping Japan’s policies are the Japanese government’s assess-
ment of the Japan-US security relationship and the geopolitical
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conditions constraining Japan’s options. The reasons why the
Japan-US security relationship is continuing at present need
not be repeated here. Japan’s involvement, however, in anti-
Soviet actions initiated and led by the United States has become
much greater. If Japan clearly becomes a pnmary target for
nuclear or non-nuclear attack by Soviet Far Eastern forces, or if
it comes to be widely thought that American troops would not
be committed on a large scale in such circumstances, then the
Japanese government would have to reconsider the desirability
of the security relationship. Looked at in the light of the recent
Western European experience when new nuclear weapons were
placed there, questions are more than likely to arise on how the
Japan-US alliance is to cope with Soviet power.

There are several formulas for possible disengagement from
the Japan-US security relationship. There is the example of
France, which maintains a close economic and security relation-
ship with America, even while possessing nuclear weapons.
This relationship is close, to the extent that it has been said that
France is America’s best ally. Then there is India, which has
taken a position of non-alignment; as a result, in the past ten
years world leaders have visited India more often than Japan.

Recently, the idea that Japan should arm itself with nuclear
weapons has been broached. This option, however, will entail
high costs in order to overcome both foreign and domestic
opposition. The most important aspect of this is the American
reaction should Japan arm itself with nuclear weapons. Would
the United States look on as a spectator if the Japanese govern-
ment took the policy step of becoming more than a second-class
power?

Finally, there is the remotest possibility that, while not possessing
nuclear weapons of its own, Japan will carry out a technological
miracle and build anti-nuclear weapons which will render nuclear
weapons obsolete.

In Figure 1.2, Japan’s options are laid out using the two co-
ordinates of prosperity and security. Prosperity, or the economic
relationship, has trilateralism and regionalism on its axis; security,
or the defense relationship, has the Japan-US security relationship
and disengagement on its axis. Each quadrant contains a current
option or idea: in the upper right is the Yoshida Doctrine; in the
lower right is Pan-Pacific Regionalism; in the upper left is
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Figure 1.2 Japan's options

extreme left- and right-wing Japanese Gaullism; and in the
lower left is an emotional Asianism.

The policies of the Japanese government have shifted in
recent years. After the initial heavy reliance on Japan-US security
ties immediately after independence in 1952, policy shifted in
the 1970s to include an emphasis on trilateralism, on one hand,
and the display of Pan-Pacific regionalism on the other. In the
1980s, elements of Japanese Gaullism were quietly added to
efforts at strengthening Japanese defense. While it has not
necessarily shown up in government policy, the emotional
Asianism shared by many people has on certain occasions been
manifested in emotional disputes with Americans and Europeans.

Japan is clearly being forced to move away from its former
roles of free rider and do-nothing and assume the role of sup-
porter. In other words, the former shibboleths of ‘prosperity for
one country’ and ‘pacifism for one country’ are under pressure to
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change. The supporter must be mindful of two considerations
in performing its role. On the one hand, supporters are some-
times required to prove their intent by sacrificing for the sake of
the ‘common cause’, but on the other hand, it is necessary to
maintain distance from the hegemon’s ‘arbitrary and dangerous
judgments and actions’. A supporter differs from a free rider
in having wide options and great power, meaning that the sup-
porter’s choice of option affects global welfare as well as its
own. Consequently, it becomes necessary to consider more
carefully the benefits and costs of those options.

Looking at the major axes of trilateralism/regionalism and
Japan-US security/disengagement, it is apparent that Japan
must distance itself from the behavior patterns of the free rider
in order to perform the role of supporter. Thus, what is needed
is for Japan to adopt a positive policy of contribution as a long-
term strategy and to carry it out steadily and prudently.

Further liberalization of the Japanese economy is one measure
which would alleviate tension with trade partners (more effort
should be made to achieve this goal). Other measures which
could be considered include: active economic cooperation with
developing economies, cooperation with advanced countries in
various ways to promote industries, and financial cooperation
with both developing and developed nations. Nakajima
Masaki’s idea of a ‘Global Infrastructure Fund’ runs along these
same lines. To achieve the latter goal is for Japan to act as a
large creditor nation and to be such, Japan must be aware of the
dangers and risks involved.

The important thing is to articulate the argument that eco-
nomic, industrial, and financial cooperation would contribute
not just to the narrow national interests of Japan, but to global
interests as well. Japanese policy has to take on a new spirit; it
must extricate itself from the kind of passive, totally self-
absorbed policy that mechanically correlates government
development assistance or grants-in-aid of GNP, and then
expects a direct return on that investment, yen for yen.

One of the goals of a security policy is to encourage a prudent
peaceful cooperation that will produce a global nation with the
best interests of the entire world in mind, a nation that has not
engaged in war for 40 years. Here, peaceful cooperation refers
to, in addition to defense assistance connected with the US-
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Japan Security Treaty, truce enforcement conducted as part of
the actions of the United Nations, supervision of elections,
assistance to people in distress, and the shipment of emergency
foodstuffs. Foreign Minister Abe’s recent proposal for dealing
with the Cambodian problem contains the gist of these goals.
Peaceful cooperation holds the potential to sweep away the
insularity of ‘pacifism for one country’, allowing Japan to play
the role of supporter without necessarily having to run at the
United States’ pace.

To borrow the words of Amaya Naohiro, pacifism on a
national basis is analogous to defending protectionism in the
economic sphere.?® In the economic arena, to argue for free
trade, which means prosperity to the world as a whole, and sim-
ilarly to argue in the field of security for pacifism for one country,
which is ‘security protectionism’, is to invite the charge of
engaging in double-talk and supporting neither free trade nor
pacifism.

What I propose is the establishment of two new agencies
designed to implement these policies. They would be called the
Economic Cooperation Agency and the Peace Cooperation
Agency. In order to implement the policy outlined above and
make it effective, it may be necessary to clarify or recognize the
connections between various organizations; for example, in the
Economic Cooperation Agency, there would be MITI, the Foreign
Ministry, the Economic Planning Agency, the Japan International
Cooperation Agency, the Overseas Economic Cooperations
Fund, the Japan Export-Import Bank, the Bank of Tokyo, and
the Bank of Japan. In the Peace Cooperation Agency, there
would be the Foreign Ministry, the Defense Agency, the Ministry
of Health and Welfare, the Ministry of Justice, and the Japan
Red Cross.

Staff and support for these two new agencies could be flexibly
drawn from existing bureaus, agencies, and ministries, as well
as from the private sector, in light of necessary requirements
specific to each contingency. This kind of institutional reform
alone, however, will not have that great an impact. In the con-
text of recent history, decisive change will be realized only by
translating japan’s hoped-for role into concrete actions. What
Japan needs to do now is not to continue the tired reliance on
the power of money and numbers, or a passive foreign policy,
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but to make a new policy imtiative with new ideas and a new
spirit that will realize these goals. If my proposal for an Eco-
nomic Cooperation Agency and a Peace Cooperation Agency
results in a set of new policy initiatives, then the purpose of this
chapter will have been served.

Conclusion: America and Japan

The hidden agenda in Japan’s policy discussion for the past ten
years has been ‘Is American hegemony over?’. Although American
hegemony has somewhat diminished, it will continue in the
1980s. Policies that depend on the Japan-US security arrange-
ment and trilateralism will continue, even while new elements
are added to the situational changes. In speaking of the decline
of the Roman Empire, Edward Gibbon wryly noted, “This intoler-
able situation lasted for about three hundred years.’3® Pax
Americana will probably do likewise. American hegemony will
be likely to guarantee international political and economic sta-
bility in the short run, but in the long term it does not permit
such optimism. How America deals with its mounting eco-
nomic problems in the next year or two will tell us a great deal
about the stability of the post-1990 world.

The relative decline of America’s hegemony has expanded
Japan’s options. The inevitable long-term instability of the
international political and economic scene makes it necessary
for Japan to develop a long-range strategy. These two reasons
make Japan’s attempt to select its options increasingly more dif-
ficult. How is Japan going to play a role as a supporting actor?
Whar Japan must be is a supporting actor who, without being
dominated by the lead actor, can show his own true qualities in
such a way as to not only assist the lead actor but to make the
whole production a better one. The purpose of this chapter has
been to clarify the larger context of Japan’s current options and
to add concrete proposals so that Japan can perform its role.
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The ideas and structures of
Japan-US relations

There is a wide diversity of opinion on the subject of Japan-US
relations. Some observers are overtly optimistic about the relation-
ship, whereas others do not conceal their deep-rooted misgivings.
Ambassador Mike Mansfield’s comment that ‘US-Japan relations
is the most important bilateral relationship - bar none’ is repre-
sentative of the former view. Characteristic of the latter view is
James Fallows’ ‘Containing Japan’.! One reason for these divergent
views is that Japan-US relations are so wide-ranging, so deeply
intertwined, and so rapidly evolving. Perhaps for this reason,
academic research in this field in Japan has not been as
advanced as one might expect for a subject of such fundamental
importance. Changes in the real world are so swift that academic
products tend to lag far behind.?

This chapter will show, by way of a critical conceptual analysis,
that the subject of Japan-US relations provides the researcher
with plentiful empirical data and challenging conceptual tasks.
It will attempt to survey critically a whole range of existing
research on the subject and provide a new conceptualization of
it from four different persepctives: security, the economy, values,
and institutions and structures. The analysis presented here will
be guided by four policy-related questions. The first two are
directly related to Japan-US relations, whereas the latter two
are domestic issues indirectly related to bilateral relations:

1. How will the Japan-US alliance evolve in light of the grow-
ing US-Soviet detente?



42 JAPAN-US RELATIONS

2. How will Japan-US economic interdependence be managed
in the face of improving prospects for global economic
integration?

8. What kinds of values and ideals should Japan and the United
States uphold?

4. Whart kinds of domestic institutions and structures should
Japan and the United States create?

Guided by these questions, while describing Japan-US relations
in the fields of security, economy, values, and domestic mecha-
nisms, I will attempt to provide a new conceptualization of
Japan-US relations in order to point out some general directions
for future research that seem to follow from the perspective
adopted in this chapter. Each of the four areas will be
conceptualized on the basis of the following three levels of analysis:
the state, the bilateral relationship, and the global community.
These three levels of analysis in turn correspond to three historical
periods: the period of American predominance and Japanese
subordination, the period of Japanese-American economic
competition, and the period of globalization. Rather than
answering the four policy-related questions directdy, 1 will
attempt to provide a critical conceptual analysis of these issues
which are of critical importance to Japan-US relations.’

Security

Like many other bilateral relations, the present state of Japan-
US relations carries the legacy of war. The Second World War
resulted in Japan’s convincing defeat and occupation by the
US-led Allied Powers for a period of seven years. During that
period, the United States attempted to remold Japan on a large
scale.* The ultimate aims of the United States were, first, to
remove the possibility of Japan’s reemergence as an initiator of
war and, secondly, to place Japan within the US-led, anti-Soviet
military alliance network. During the post-war period, US
expectations of Japan have evolved through three distinct periods:
the occupation period immediately following the Second World
War, the Cold War period, and the period of global detente
since the mid-1980s.
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In the first period, the United States sought to destroy the
politico-economic foundations of Japanese military power.
Occupation authorities attempted to create a country that was
pacifist, agriculturally based, democratic, and dependent on
and subordinate to the United States. An image like that of
South Pacific islands held under a UN trusteeship may not be
far from US aims for Japan in this period.

During the Cold War, the primary goal of the United States
was to enhance the economic foundation of Japan, enabling it
to become the cornerstone of an anti-Soviet military network in
the Far East. For this purpose, Cold War hawks in the United
States sought Japan’s emergence as an economically robust and
politically friendly country within the US-dominated international
order. Yasuhiro Nakasone’s assertion later in the 1980s that
Japan should become ‘an unsinkable aircraft carrier’ was clearly
shaped by this goal.’ The basic characteristics of the second
period have not yet been fundamentally altered.

With the global detente of the third period, as Japan became
an economic and technological superpower, some within the
United States began to view japan as a graver threat than Soviet
military power, particularly with the growing US-Soviet detente
and Soviet economic problems. The emergence of Japanese
power is a real source of worry for North American and West
European nations as it may jeopardize and undermine their
vested interests in the maintenance of the basic rules and norms
of the post-1945 world order.$

The basic characteristics of the second period remain in force
even today. Its major features are as follows: whereas the
United States has continuously placed Japan within its global
military strategy and alliance network, Japan has intermittently
expressed apprehension about the possibility of becoming
involved in international conflicts by allying too closely with the
United States. It is not difficult to see Japan’s tendency not to
fulfill its alliance obligations as arising from constraints of pacifist
public opinion and a pacifistic consitution. Although the
United States tolerated this tendency during earlier periods
when Japan was weaker, with Japan’s emergence as a great
power the United States has begun to view Japan more critically.
The US view of US-Japan relations has shifted from that of
patron-client to that of competitive peers.”
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Alliance as a public good

An alliance can be viewed from the perspective of public goods
theory.® From this standpoint, alliances are viewed as cost-sharing
arrangements for providing security, which is seen as a public
good. This view would depict the United States as the major
provider of security in international arrangements such as
NATO, designed to contain the expansion of communist
countries such as the Soviet Union. Whereas the costs associated
‘with the provision of security are shouldered primarily by the
United States, its allies share in the consumption of this public
good. As the power of its allies grows, however, the United
States expects them to shoulder more of the security burden.

Extended nuclear deterrence lies at the core of the security
public goods provided by the United States. Under conditions
of nuclear deterrence, the United States minimizes the risk of a
Soviet first strike by retaining the capacity to strike back and
inflict major damage on the Soviet Union, thereby rendering it
irrational for the Soviet Union to attempt a first strike against
the United States.® Extended nuclear deterrence expands the
deterrence calculus to US allies, which mostly lack strategic
nuclear forces, although it is not as convincing as when applied
to an attack on US territory.

There are wo different views on the effect of nuclear
deterrence strategy in the post-war period on relations between
the superpowers. No major war has occurred between the two
superpowers since their emergence in 1945. One theory asserts
that nuclear deterrence has brought about peace, whereas the
other view sees no direct association between nuclear deterrence
and peace.!'® Furthermore, views difler on whether post-war
alliances with the United States contributed to peace. Some
empirical evidence suggests that states with an alliance relation-
ship are more prone to war than states without an alliance com-
mitment.!!

Opinions also differ regarding the shouldering of costs asso-
ciated with the provision of security as a public good. One view
argues that simply comparing burden-sharing among allies
during the current period is insufficient. For example, it
emphasizes how the United States has shouldered most of the
military costs of the alliance since the alliance’s inception. This
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argument places special emphasis on the crucial role the United
State played in extending its nuclear and conventional
umbrella, at a time when its allies faced severe economic and
other difficulties during the immediate post-war period. Views
also differ on the division of benefits accruing from the alliance
relationship. Debates on the formation, maintenance, and dis-
solution of hegemonic order reveal two views on this subject.
One view holds that US allies enjoy asymmetrical benefits from
the alliance, while another holds that the United States receives
benefits commensurate with its costs. Such benefits include the
hegemon’s influence over rule-making within international
regimes.'?

Alliance as a metaphor for sleeping in the same bed with different dreams

An alliance is often viewed as sleeping in the same bed with dif-
ferent dreams. The fact that allies often have distinct, calculated
interests can be understood through General de Gaulle’s well-
known phrase, ‘the state does not have friends. It has only inter-
ests.’’® This conception of an alliance is often attributed to
Prime Minister Shigeru Yoshida, the architect of post-war
Japan’s foreign policy. Yoshida believed that Japan, by largely
surrendering the task of national security to the United States,
could accelerate its national recovery and economic growth.
This is often called the Yoshida doctrine.!* The essence of this
idea is that the only way for a militarily defeated Japan to
TECOVET its status as a major power was to accept the roles the
United States offered it and integrate itself within the political
and economic international order organized by the United
States. During this early period the United States expressed few
suspicions about Japanese intentions, because relative to the
United States, Japan was a weak nation. However, more
recently, a number of questions have emerged that raise some
doubts about Japanese interests. For example, does the Japan-
US alliance serve as a means for the expansion of Japanese
influence? Or does the alliance serve the purpose of preventing
the United States from adopting antagonistic policies against
Japan? Or is the United States taking advantage of its security
hegemony and treating Japan as a vassal state?1s
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Three factors can be cited for accelerating the diversity of
interests between the two countries. First, there is within Japan
an emerging view, albeit on a smaller scale than in West European
nations, that with the rapidly growing US-Soviet detente, there
is less need to take a hostile stance toward the Soviet Union.'é
Demands for a reexamination of Japan’s rigid policy toward the
Soviet Union appear to be increasing. One manifestation of this
is the opinion that the present defense policy of subordinating
Japanese interests to the global strategy of the United States
should be rectified, a non-provocative defense posture created,
and greater autonomy enhanced.!” Nevertheless, the view that
present Japan-US relations should be fundamentally reexamined
belongs to only an extremely small minority.

Secondly, Western Europe and North America have started
to expand regional economic arrangements in a direction that
may be viewed as the beginning of enhanced regionalism. Such
steps have led Japan to seek closer regional ties with its
neighbors. Underlying this tendency is the recognition that
West European and North American regionalism might leave
Japan isolated and disadvantaged. In addition, it is seen as in
the interest of Japan to encourage the region’s development,
assure its stability, and enhance economic links between
nations in the region.!® It must be emphasized, however, that
this move does not constitute a repudiation of the trilateral
structure of North America, Western Europe, and Japan, but
rather is an effort to enhance trilateral linkages and at the same
time strengthen Japan’s competitiveness vis-d-vis the other centers.
These actions by Japan have strengthened the position of those
in other nations who are advocates of economic diplomacy,
known in Japan as ‘Japan-bashing’. For example, this form of
economic diplomacy has surfaced over such issues as the
codevelopment of Japan’s next fighter aircraft, the Super 301
Clause of the US Trade and Competitiveness Act, rice price
liberalization, liberalization of the telecommunications market,
and the large-scale retail stores law.

A third source of potential divergence is the values for which
Japan stands. This problem concerns the extent to which Japan
is committed to such values as freedom, democracy, equality,
human rights, fair competition, openness, and transparency. As
Japan’s influence has steadily increased among Western capitalist
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countries, this problem has grown in importance. For example,
if Japan’s South African policy diverges significantly from that
of Western countries and is not perceived as advancing human
equality, this strengthens the suspicion that Japan may not be
fully committed to the same human values as Western
nations.!® Also, if Japan exports to communist countries some
technologies considered to be sensitive and gives the impression
that it only loosely applies COCOM regulations, this gives rise
to doubts concerning Japan’s level of commitment.?® Japan’s
‘no comment’ response to the Chinese military suppression
that took place in Tiananmen Square was probably not enough
to convince many Western nations of Japan’s sincere appreciation
of such universally held human values as freedom.?' Similarly,
the more emphatic Japan is on the uniqueness of japanese
practices, the more bitterly it is accused of neglecting universal
rules and procedures.?

The problem of values is increasing in importance. This is
partially related to the global detente process. In other words,
in tandem with the evolution of detente, the relative weight of
the Western alliance’s commitment to international security has
decreased vis-d-vis its commitment to human values like freedom
and democracy.?* In addition, in an era of heightened aware-
ness of economic competitiveness among Western nations,
Japan’s commitment to such values is being questioned as part
of the criticism of Japan’s hard-won economic competitiveness.
Unless Japan passes this test sufficiently convincingly, the diver-
gence between Japan and Western nations will only grow.

Alliance as a human community

The perspective that sees an alliance as a commitment to a certain
set of values is related to another perspective that views an alliance
as a commitment to human community. In conjunction with
the development of East-West detente, those values that the
Western alliance has long championed, such as freedom and
democracy, have become more widespread throughout the
world. Although the meaning attached to freedom and democracy
varies widely and perhaps more emphasis should be placed on
such values as equality and dignity, the point is that the Western
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alliance nevertheless can be viewed as part of a global human
community endeavor toward achieving such universal values.
The steadily advancing network of interdependence in both the
security and economic arenas bodes well for such a conceptual-
ization. Indeed, the concepts of ‘cooperative security’ and ‘joint
custodianship’ have become guiding principles of US-Soviet
disarmament and arms control efforts.2* The concept of a ‘com-
mon European house’ espoused by President Mikhail
Gorbachev is based on the notion that the security of one coun-
try can only be achieved through cooperation with other
countries in Europe. This concept enjoys a number of adher-
ents in not only the Soviet Union, but throughout Europe.?
These are but two examples of how consciousness of the
human community has become more strongly expressed in
some parts of the world.

The economy

Japan-US economic relations are based on the fact that the Jap-
anese economy has developed from a peripheral economy o a
core economy within the ‘greenhouse’ of the US-led international
economic order. This legacy casts a long shadow over current
Japan-US economic relations.

Post-war Japan-US economic relations can be divided into
three periods. During the first, the Japanese economy developed
within the protective US greenhouse. During the second period,
Japan was forced to proceed with the gradual and selective
liberalization of its market. This liberalization was also carried
out in order to enhance its competitiveness. The third period is
characterized by Japan’s growing concern with the maintenance
of global order and the survival of the human community.26
The first period lasted unul the first oil crisis, while the second
period lasted until the late 1980s. Although the inception of the
third can now be discerned, the present period still contains
features trom the first and second periods.

What tasks confront Japanese foreign economic policy at this
juncture of history? It is evident that the emergence and consol-
idation of protectionism and regionalism will make it more dif-
ficult for Japan to survive unless it accelerates its market
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liberalization. Since the early 1980s, Japan has become a strong
supporter of liberalization by using foreign pressure for market
liberalization to accelerate its own structural adjustments and
enhance its competitiveness in the world economy. At the same
time, since its economic expansion has provoked such negative
reaction abroad, it has become much more necessary for Japan
to recognize the critical importance of efforts to prove that it
seeks to advance fair competition and harmonious relations in
the world market.

World market as a public good

The concept of a US greenhouse means in economic terms that
the public good of a world market and free access to that market
are provided by the United States to its allies.?” Not only did the
United States bear the costs of building the greenhouse, its initia-
tive and leadership were necessary to pay the political and
financial costs of maintaining the structure through the creation
of international economic institutions such as GATT and the
IMF. According to this line of thinking, the world market has
only functioned well because the United States has provided
institutional support. If one looks at the world market as a public
good, most nations and most economies (perhaps 150 or more)
in the world can be called free riders. Although institutional
guarantees cannot explain everything, the public goods argument
as applied to the world market unmistakably advances the
notion that Japan is a free rider. The argument especially
heightens its tone with the analogy that Japan’s alleged irrespon-
sible behavior in the world economy today resembles the US
irresponsibility during the inter-war years that helped cause
world depression.

There are two kinds of arguments concerning burden-sharing
arrangements within international institutions.?® One view is
that arrangements made by the United States should be kept
basically intact and only small-scale modifications be made to
allow allies to shoulder more of the burdens. For example, this
seems to be the premise underlying the relationship between
financial contributions and voting weights of member countries
of the IMF and the ADB. According to this line of argument,
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only the United States should have the power to determine the
basic framework. Only within the framework of US predominance
should some marginal changes be made. The other kind of
argument is that voting weights should change in proportion to
financial contributions. According to this view, a new coalition
of countries will be formed as a transformation in wealth and
power takes place (or should take place).? The argument goes
further to say that if such a coalition does not appear, it should
be formed. The following two assertions on the provision of
public goods determine the nature of the implications of these
two arguments. First, that provision of public goods such as the
international economic system can be provided only by a
hegemon; and second, that the smaller the size of the member-
ship of the group concerned, the easier the provision of public
goods. According to the second view, since the number of
members willing to pay the costs for the provision of public
goods is limited, it is necessary to create a mechanism for sharing
the costs without encouraging free riders in order to have a
well-functioning, cost-bearing mechanism.

The world market as a free arena for firms

According to this perspective, the world market resembles a
borderless frontier where explorers can move freely. This per-
spective is somewhat similar to the views that the world market
is a society where anarchy prevails or that it is an arena for
imperialistic rivalries.* It differs, however, in that business
firms must take into consideration those constraints that are
imposed by the sovereign state on business transactions
through myriad regulations along national borders. In addition, it
is firms and banks, not states, that are primary actors in the
world market. Some state-created frameworks, such as tariff and
non-tariff barriers in trade and border barriers in investment and
finance, can be overcome by the ingenious efforts of firms and
banks. For example, Japanese automobile firms attempt to cir-
cumvent import restrictions set up by the European Community
by meeting local content requirements through production in
the United States and then exportung cars from the United
States to the European Community. There is also the possibility
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that Japanese firms, through military technological cooperation
with the United States, may find ways to circumvent constitutional
and other legal constraints and manufacture and sell weapons
through co-production with US firms or with subsidiaries operat-
ing in the United States.?! As the distinction between civilian
and military technologies becomes increasingly blurred, the de
facto export of weapons is already taking place since Japanese-
made civilian technologies are spun-on military technologies
used in US weapons systems.??

This perspective assumes that the economic activities of the
firm are more important than the state. Even more important is
the question of what impact the webs of interdependence and
interpenetration produced by such borderless economic activities
may have on alliance relationships.?® One view is that inter-
dependence fosters peace or at least mitigates the inclination to
resolve conflicts of interest through violent means. In other
words, the deeper the economic bonds, the stronger become
the voices of those producers and consumers who benefit from
such bonds, independent of the state’s preference. This argument
has many adherents in Japan, a country that tends to look at
international relations from a predominantly economic per-
spective. Representative of this stream of thinking is the blue-
ribbon study group organized by Prime Minister Masayoshi
Ohira (1978-80). The slogan ‘from the battlefield to the market-
place’ made by former Prime Minister Chatchai of Thailand is
based on this line of thinking for the whole Indochinese penin-
sula.?* The second argument is that interdependence necessitates
painful domestic structural adjustments. As a result, those sectors
that undergo hard times or are eliminated tend to harbor ill
feelings about interdependence. Thus it may be better to allow
certain differences rather than standardizing all the rules and
practices of society and the economy. In other words, the forcible
construction of interdependence and interpenetration tends to
encourage politically negative reactions and is thus prone to
malign protectionism and regionalism. For example, trade barriers
to Japanese exports may have some positive results since they
would not aggravate the sentiment of malign protectionsim and
regionalism. Thus, according to this argument, it would be better
not to create a system of interdependence and interpenetration
of such an extreme nature since conflict resolution would be
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much easier. This argument is also applicable to foreign direct
investment.35

The world market as a global commons

This perspective is at first glance the same as ‘world market as a
public good’. However, there are some important differences.
First, this view sees the world market not as something pro-
vided by someone, but rather as something those living on the
globe must take care of. It is all up to those living on the globe
to make it better or worse since all share in the systerm’s benefits.
According to this view, the world market is shaped primarily by
the core economies. Since the core economies cannot prosper
without the existence of peripheral economies, however, those
living in the core economies must work toward mitigating the
pains and difficulties of the peripheral economies and toward
accelerating their development.® From the global common’s
perspective, the tasks of international finance, international
trade, technology transfer, and environmental protection
should therefore be placed on the shoulders of the core
economies.

The Brandt Report on the North-South problem is based on
this perspective and the Baker, Miyazawa, and Brady plans were
also influenced by this viewpoint. More directly, the heightened
awareness of the global environment is best understood from
this perspective. Even if business firms prosper, their activities
could undermine such prosperity with long-term consequences
which were very damaging to all. Increasingly, it is recognized
that economic activities can be conducted only under a set of
certain constraints, such as limiting working hours, improving
sanitary conditions, preventing environmental destruction due to
development, forbidding the emission of harmful materials, and
preventing environmental destruction by war.

To what extent does this kind of thinking permeate both
Japan and the United States? It seems that recognition of these
constraints rises belatedly with increases in both countries’
GNP. In this respect, the global commons perspective is similar
to the public goods perspective.
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Values

The problems of values has already been partially addressed in
the earlier section dealing with the security and economic
aspects of Japan-US relations. In this section, I will examine the
problem of values independently of those aspects. In a discussion
of the close relationship and bonds between the two countries,
it is impossible to avoid a discussion of values. The problems of
values constitutes one of the major components sustaining or
undermining the bilateral relationship.

Moral leadership

The phrase ‘moral leadership’ reminds one that the United
States frequently used the phrase to set a highly moralistic tone
for its leadership and to achieve its ideals worldwide.?
Although the hegemon’s primary role is to create order and
stability through enhancement of an international security sys-
tem and to create world development and prosperity through a
free trade system, there is more to the hegemon’s role; another
important and basic role is the diffusion of its ideals. In other
words, the hegemon achieves cultural hegemony. Cultural
hegemony is attained when the hegemon expects that other
countries potentially could share with the hegemon those values
and criteria the hegemon takes pride in and the non-hegemons
expect that the benefits derived from sharing those values are
greater than not doing so. For example, the constitutions of
many countries that attained their independence after the Second
World War, such as Vietnam, contain a preamble and/or articles
that commit them to values and institutions such as freedom,
democracy, and representative assembly. In the same manner,
the constitutions of Latin American countries that gained their
independence during and after the Napoleonic War included
ideas such as liberty and equality from the French constitution. 8
Needless to say, cultural hegemony includes more than political
ideas. One might assert that the diffusion of economic doctrines
such as a free market economy is roughly proportional to the
increase in American influence. One might also assert the eco-
nomics itself, especially its new classical synthesis, is an indicator
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of American cultural hegemony.?® Furthermore, the fact that
the English language is a universal language and that Americans
are fairly widely liked irrespective of the US government’s
policies can be cited as good indicators of cultural hegemony.*

Relativism

By relativism, I mean skepticism toward the assertion of the
universality of American values and an emphasis on nativistic
and nationalistic values. Since American values connote
relativismn in themselves, relativism as used here is different
from the normal usage of the word.#! Relativism means the
tendency not to take for granted what Americans say and what
is in vogue in the United States. For example, the notion of
democracy, Japanese style, is one kind of relativization, even if
it is often not quite clear what it means. Since American values
such as the American noton of democratic government always
carry the emphasis of universality, as is natural with the cultural
hegemon, the inapplicability of some American political ideals
for the political context of other nations often leads observers to
emphasize that Japan is somehow different, special, or
unique.*? However, the relativism evident in American values
sometimes leads foreigners to water down further the universality
of these values. This may be related to the decline in confidence
in American values.

Universality

Values are not diffused unless they have universal appeal even
when they have been spread largely by the sword. American
values did not encounter much difficulty in asserting their univer-
sality. They could assert themselves as the legitimate and natural
successor of Western civilization since ancient Greece. Further-
more, it was very natural for Americans, with ancestors such as
the Pilgrim Fathers, to promulgate such values with a missionary
zeal and to justfy politics in moralistic terms and phrases.
American values such as freedom, democracy, human rights,
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equal opportunity, and openness have sufficient universality.

There was another reason why the United States emphasized
these values to its allies and friends. It recognized the need for
such an emphasis largely because of apprehensions concerning
its own competitiveness.** In other words, the United States
asserted that if its market is open, then its partners in trade,
investment, and technological R&D also must open their markets.
When the United States was full of surplus energy, it was largely
satisfied with being the engine of the world market. But once it
began to worry about its own competitiveness, it sought concrete
compensation for its adherence to its values. Furthermore, it
has asserted such values as if they were universal principles. The
need to standardize various rules and practices in conjunction
with the deepening of interdependence in order to reduce
transaction costs enhances the need for such norms, rules, and
principles. Therefore, the US demands have more than a self-
serving rationale. Nevertheless, such demands for reciprocity
seem to be made on the basis of, and take advantage of, US
security hegemony and market size.#

It is not clear to what extent Japanese values have a universal
appeal.*s But it is sometimes asserted that the Japanese model
with some qualifications may be applicable to other nations.
For example, it is argued that the Japanese model is applicable
to regions such as East and Southeast Asia in such fields as the
factory manufacturing system and labor relations; the Japanese
developmental strategy is held to be applicable to East and
Southeast Asia; the Japanese model of business firms is held to
be applicable to America and Europe; and the Japanese political
systern may be applicable to East Asia. At the moment, however,
such assertions tend to be accompanied with qualifications.

Domestic system

Domestic institutions and structures are very salient issues in
Japan-US relations and, therefore, any analysis would be
incomplete that did not touch on this aspect. The post-war
development of Japan-US relations requires an examination
from the following three viewpoints.
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Hegemonic and semisovereign states

The United States can be regarded as a hegemonic state, while
Japan can be seen as a semisovereign state. The contrast
between the two countries is immense. US defense expenditures,
which have disproportionately carried the global security burden,
are approximately ten times those of Japan, which has tended
to rely heavily on the United States for its security. Japan’s
domestic insttutions and structure have developed in a distorted
manner, since Japan has relegated its military expenditure
largely to support US regional security strategy. Domestically,
Japan’s constitution, the three non-nuclear principles, and the
three principles prohibiting arms exports have effectively pre-
vented Japan from exerting an autonomous military capacity.
An example of how Japan can be viewed as a semisoveriegn
state is the scenario that, if the Soviet Union made an all-out
assault on Hokkaido with conventional forces, Japan’s Self-
Defense Forces (SDF) would be incapable of repelling such an
attack alone.*” The Ground SDF would have to cope with the
invasion without much amphibious support from the Maritime
SDF, which mostly defends the sea lanes south of the Japanese
archipelago as part of US regional strategy, and without much
support from the Air SDF, which is not capable of defending
Hokkaido. The US Armed Forces would stick to their forward
defense strategy by attacking Soviet submarimes in the Okhotsk
Sea and landing forces deep in the Soviet Maritime Province
and Siberia. In other words, the SDF is not capable of defending
Japan without the aid of the US Armed Forces. This is because
the United States destroyed and disbanded the Japanese Imperial
Army and Navy and also encouraged the Japanese government
to create the SDF in order to play the role of supplementing and
supporting US strategy in the Far East. The four tasks of com-
mand, control, communications, and intelligence can function
only together with the US Armed Forces. In addition, US bases
in Japan function as extraterritorial areas. Furthermore, Japan
is mostly dependent on the United States for its weapons sys-
tems, as most weapons made in Japan are those manufactured
under license from US firms. Domestically, the Defense Agency
has not been assigned the kind of role deemed legitimate in
most other countries. A large number of the Defense Agency’s
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upper echelons are staffed by officials transferred from their
respective ministries and agencies such as finance, police, inter-
national trade and industry, and foreign affairs.

Needless to say, it would be a misnomer to call Japan a
semisovereign state by looking only at its military capacity.
Indeed, it is rare today for any state to be capable of claiming
full sovereignty in the classical sense of the word. However,
Japan’s domestic institutions and structures reflect the legacy of
war and the occupation, and as a result Japan can only be aptly
characterized as a semisovereign state. This characteristic has
led the United States to accuse Japan of being a free rider, or to
demand that Japan assume more security responsibilities.

Competitive partners

As a semisoveriegn state, Japan has devoted much energy to
economic activities and has, as a result, become America’s com-
petitor. What bothers Americans is not just that Japan remains
largely a free rider; many Americans have come to hold the
view that Japan plays by different economic rules than the
United States and that the United States might be playing a
sucker’s game.

It is not entirely clear why Japan-US economic relations are
unfair. But it is clear that Japanese domestic institutions and
economic structures are often not very open, making it some-
times difficult for foreign firms to penetrate the Japanese market.
For example, the legislative process is not so important as
prelegislative interactions, which are kept closed to outsiders.
The bureaucracy does not make its policy deliberations public.#
Japan is also often criticized for following a patwern of protecting
with tariff and non-tariff barriers for a certain length of time,
those infant industrial sectors deemed essential for national
interests, exporting the products once they achieve competitive-
ness, and trying to consolidate the country’s invincible position
with a series of intense technological developments. The close
collaboration between government and the private sector is also
criticized for handicapping foreign firms. The United States has
demanded that the playing field be level and has introduced
unilateral measures to handicap Japanese firms, such as the US
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Trade and Competitiveness Acts’s Super 301 Clause, which has
been applied to satellites, lumber, and supercomputers.’?® In
other words, the United States has tried through unilateralism
to induce Japan to behave in a manner that appears fair to it
and to remold Japanese socio-economic structures into a more
open form. Given the alleged strong hand of the state in framing
the institutions and practices of Japanese business activities,
concepts like the capitalist developmental state and the strong
state have been invented.$! However, there seems to be a greater
need for understanding the behavioral principles guiding the
bureaucracy, business firms, and politicians and the expectations
determining their interactions.5?

Functional disparity

I have already noted the steady development of interdependence
in the security and economic fields between Japan and the
United States. The most important underlying causal force in
this process is technological progress.’ Technological progress
improves the destructiveness and precision of weapons so sig-
nificantly that at least the two superpowers must think about
national security in global terms. For non-nuclear superpowers,
the superpower-dominated framework remains a given condition.
Advances in telecommunications technology have enabled the
rapid conduct of business transactions. The diffusion of manu-
facturing technologies has also become very fast. In other
words, an era of ‘common security’ and an ‘integrated world
economy’ may be dawning.

In tandem with these changes at the international level lies
one significant change at the domestic level. Within the domestic
political system, there is a fundamental contradiction resulting
from two different functions carried out by the state. One is the
function of satisfying the domestic population in such areas as
the economy, security, culture, and politics. In order to carry
out its policies, the government taxes people and institutions
and spends money in the form of public policy to maintain the
stability and prosperity of national life. A second function is
artaining peace and prosperity by managing problems in the
increasingly integrated international security and economic
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arenas. Although both have similar goals, their scope and
method are different and sometimes contradictory.

Domestic politics tends to reflect more or less the preferences
of the domestic population, whereas the management of inter-
national security or world economy requires international
managers whose expertise includes special training, technical
knowledge, and ‘enlightened’ international interests. Those
managers often assert and advance the interests they deem
essential even if they do not take into account domestic prefer-
ences and the interests and policies advanced by them tend to
favour global security and world economic stability. Such policies
can create problems and disturbances for the domestic popula-
tion and since their domestic base is very weak, they tend to be
ignored by the inward-looking electorate.

This functional disparity is a problem in Japan-US relations.
A protectionist upsurge based on vested interests and the tendency
to put domestic issues first are two salient features of both
countries. Furthermore, what appears to one side as the adver-
sary’s lack of transparency and overreliance on foreign pressure
(the American view of Japanese politics), or to the other side as
unpredictability, arbitrariness, and a self-congratulatory system
(the Japanese view of American politics), seems to disturb and
irritate the other nation immensely. For both sides, the fact that
the second function is not very well served by domestic institu-
tions creates frustration.

One of the debates on the nature of the Japanese system is
whether the government changes its policy only after there is
significant foreign pressure.’ The term ‘reactive state’ means
that without foreign pressure no external initiatives will be
taken. According to Kent Calder, the major factors that have
created this characteristic are overreliance on the United Srates
and the fragmented character of the state. To this argument, |
would like to add Japan’s adaptation through market conformity.
Even when foreign pressure exists, the government does not
immediately take action. The government waits until domestic
conditions become ripe. The extreme example is the domestic
apple industry. For a long period after 1945, high tariffs were
imposed on imports of apples in order to nurture the domestic
apple industry. Only then were tariffs removed. However, since
the elimination of tanffs, not a single apple has been imported
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from abroad because chemicals normally attached to imported
apples are banned by Ministry of Health and Welfare regulations.

Market-conforming adaptability means three things. First,
foreign pressure must be in the same direction as market forces.
Without it foreign pressure has difficulty sustaining itself. Sec-
ondly, foreign pressure must also basically conform to overall
domestic interests. Without domestic friends and allies, foreign
pressure is generally ineffective. For example, rice price
liberalization is gradually moving toward implementation only
because of the steady decline in rice farming and consumer
grievances. Thirdly, when competitiveness is not judged o be
sufficient due to the developmental stage of the sector con-
cerned, foreign pressure will not bear fruit if the sector is
deemed critical to the state. An example of this includes Japan’s
attempt to develop an indigenous aerospace industry. It is certainly
true that overreliance on the United States and the fragmented
nature of the state favors such reactive state action. The state is
generally inactive unless it faces outside pressure and criticism.
Once this happens, the government waits for some time and
assesses how domestic public opinion reacts to outside pressure
and criticism. However, once the government identifies sufficient
domestic support and makes long-term cost-benefit calculations
and proceeds to form a consensus, it slowly starts to adapt to
the environment and steadily redirects itself.

There are many Americans who believe in the theory that
Japan only changes through foreign pressure and who tend to
advocate Japan-bashing. However, among those impressed
with the inefficacy of foreign pressure was the young Winston
Churchill. When he was Chancellor of the Exchequer in 1927,
Britain tried to suppress anti-imperialist Chinese assaults on
foreigners with gunboat diplomacy. In response, Churchill
said, ‘Punishing China is like beating jellyfish. Even if we attack
outdated Chinese forts and useless Chinese arsenals with guns,
our supremacy will never last anyway.’”® Churchill’s words
sound ominous for the attempt to restore US competitiveness
through unilateralism.
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Nakasone and his diplomatic legacy

Nakasone Yasuhiro is a man with clear goals. By the time he was
named prime minister in 1982, he had accumulated 32 note-
books in which he had written the things he would do when he
became prime minister. The 35 years since his first election to
the House of Representatives in 1947 were, in his own words, ‘a
preparatory period for becoming prime minister’.

He is also a man of considerable flexibility, which has
inspired the nickname Weathercock. Due partly to his some-
what unorthodox ideas about the Pacific war, the Occupation,
and the Peace Constitution, he remained outside the main-
stream of conservative politics for many years. His faction (like
the factions he belonged to in his earlier days) was rather small.
Yet his eagerness to become prime minister led him to acquire
those skills of maneuvering and manipulation that warrant the
nickname.

Nakasone himself does not mind being called a weathercock.
On the contrary, he justifies flexibility as an appropriate principle
for Japan in the international community of nations. In the May
23, 1983, issue of the weekly Shikan Yomiuri, he is quoted as hav-
ing said:

What is most important in Japan now is the weathercock. A
weathercock’s legs are fixed, but its body is very flexible. Thus it can
tell the direction of the wind. If its legs are not fixed, it cannot be a
weathercock. It is important to have fixed legs and, at the same time,
good sense and good judgment. The Greater East Asian War was led
by runaway horses that did not have such abilities. Japan needs the
attributes of a weathercock if it is to survive despite a vulnerable security
system and international economic encirclement. Among the person-
alities in modern Japanese history, Katsu Kaishu and Saigo Nanshu
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[Takamori] are the most weathercocklike, in my view. Those who
become weathercocks are truly courageous people. They must not use
their abilities for selfish purposes.

When Nakasone was named prime minister in November
1982, he faced two difficulties that had caused his predecessor,
Suzuki Zenko, to resign: (a) Japan-US relations and (b) the budget
deficit. Although these problems brought him the prime
ministership, the same two problems have been haunting him
throughout his tenure, and it looks as if he himself could not
resolve them in the end.

Japan-US relations

Japan-US relations were at their nadir in the late summer-early
fall of 1982, For years, the United States had been demanding
that its allies share in the burdens of securing for the common
defense. When Ohira Masayoshi was prime minister, Japan
explicitly defined its position in the world community: It was ‘a
member of the Western camp’. After Ronald Reagan became
president of the United States, the demands for burden sharing
were further intensified. It was widely thought that Prime Minister
Suzuki mishandled Japan-US relations. When the governments
of Japan and the United States issued a joint communiqué after
the Suzuki-Reagan talks in 1982, many Japanese saw the use
therein of the term ‘alliance’ to mean greater Japanese commit-
ment to increasing its security efforts for the Western camp. The
US government did not hide its displeasure when Suzuki stated
to Japanese journalists on his way back home from the talks
that ‘alliance’ does not mean ‘military alliance’. In 1982, it
should be remembered, the US economy was experiencing very
painful deflation while US defense expenditure was rapidly
expanding. Thus the US mood was not favorable to Suzuki’s
apparent lack of sincerity.

To remedy this situation, Liberal Democratic Party (LDP)
leaders chose Nakasone to be prime minister, in spite of the fact
that his faction was only the fourth largest in the ruling party.
Nakasone, a time-tested weathercock, emerged as a reliable
pro-US Japanese politician after his talks with Reagan in early
1983, when he made a firm commitment regarding Japan’s further
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defense buildup. Nakasone characterized Japan and the United
States as ‘a community with a single destiny’ and, in so doing,
moved a step toward characterizing the degree of strategic
inseparability and economic interdependence between the two
countries. Furthermore, he characterized Japan as ‘an unsink-
able aircraft carrier’ against attacks from the Soviet Union.
Although this statement brought down the level of public support
for him perceptibly, he continued to push for Japan to play a
more active role in the common defense. Nakasone used the
Western summits to the utmost to dramatize this posture. His
outspokenness and strong pro-US stance were impressed upon
other leaders at the summit each time he participated, namely,
in Williamsburg, London, Bonn, Tokyo, and Venice. His commit-
ment was realized most notably in the Japan-US joint military
operation plan and in Japan’s participation in the US Strategic
Defense Initiative program.

On the economic front, Nakasone’s policy was in basic harmony
with Reagan’s. Reagan demanded an open market, while he
killed most domestic protectionist legislation and attempted to
appease his domestic audience by using his discretionary power
to apply concrete protectionist measures. Nakasone likewise
pushed liberalization of the market as much as he could, as
shown by the Mackawa Report, which recommends promoting
imports; the Japan-US yen-dollar agreement; and the Group of
Five (France, Great Britain, Japan, the United States, and West
Germany) agreement to rectify the dollar’s misalignment with
other major currencies. But he, like Reagan, had a major
domestic priority. Reagan’s was building up defense to restore
America’s clear superiority over the Soviet Union; Nakasone’s
was reducing the budget deficit without causing inflation.

The budget deficit

Having been director-general of the Administrative Management
Agency under Suzuki - a ministerial post - Nakasone was quite
at ease with the continuation of the administrative-financial
reform that Suzuki had initiated. This reform had two aims.
First, it attempted to adapt budgetary allocations to changed
policy needs. Second, it attempted to reestablish the support
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base of the LDP government. Budget deficits started to accumu-
late shortly after the first oil crisis in 1973, as tax revenues did
not grow very much given the stagnant economy and the pre-
dominance of direct taxes in the Japanese tax system. The second
oil crists further exacerbated the difficulties involved in reducing
the national debt. To reduce the deficit, it was thought, the
public sector had to act to reduce its organizational inefficiencies,
hence the steady abatement in public-sector employment by,
among other things, privatizing large-scale quasi-governmental
bodies like Japanese National Railways and Nippon Telegraph
and Telephone Public Corp.

Swollen expenditures became another target of fiscal reform.
Social welfare, education, and public works expenditures were
particular targets. As life expectancy increases and the birthrate
falls, Japanese society is rapidly aging, with a dramatic rise in
social welfare expenditures and a substantial decrease in tax
revenues in prospect. Hence the need to restrain the expansion
of these expenditures is evident. At the same time, the govern-
ment has made efforts to persuade people to strengthen the ties
of family and neighborhood and reinvigorate the spirit of self-
reliance in order to make up for the reduction in social welfare
expenditures. As the Japanese economy has become sizable, it
has become very difficult for Japan not to contribute more to
the common needs of the world. Thus defense and foreign aid
have been preferred for steady expansion. For fiscal 1982-7 the
growth rate of national expenditures by major category was as
follows: 36 per cent increase for defense, 37.8 per cent increase
for foreign aid, 11 per cent increase for social security, 8.5 per
cent increase for education and science, 8.6 per cent decrease
for public works, and 21 per cent decrease in subsidies for small
businesses.

The administrative-financial reform has not been able to
reduce the budget deficit by much, as no measure has been
taken to substantially increase tax revenues. As a matter of fact,
Ohira’s 1979 failure to realize a tax reform to bring in greater
tax revenues led Suzuki to attempt the administrative-financial
reform to reduce the deficit. But administrative-financial
reform has its limits, so after the overwhelming victory of the
LDP in the double elections of July 6, 1986, Nakasone gambled
on realizing a tax reform that year. He lost the gamble. The



72 JAPAN-US RELATIONS

hastiness with which the Ministry of Finance and the LDP leaders
attemnpted to see a tax bill passed in the National Diet gave rise
to a nationwide tax revolt last winter and spring, especially during
the period of the unified local elections. Still, it looks as if the
Ministry of Finance wants to try again in the near future.
Although Nakasone has been able to adapt expenditure patterns
to changed policy needs to a significant extent, the tax reform
gamble in 1986-7 will be remembered as one of Nakasone’s
biggest mistakes.

Foreign policy

It is important to recall that Nakasone is a man of both ideas
and the ability to improvise. He firmly believes in 2 set of long-
held views, yet, always conscious of opportunities and con-
straints, he reorients his approach to suit the needs of the
moment. One of the great ironies of Nakasone politics is the
fact that he has been a staunch nationalist, whose obvious dislike
of Occupation reforms, the Constitution, and the Japan-US
Security Treaty was publicly recorded in his earlier political
career, and yet he has emerged as the most staunchly pro-US$
prime minister since 1945. Another irony is seen in the fact that
he loves traditional Japanese values, such as frugality, diligence,
and harmony, yet he perceives the need to transform the
sectors that represent these values most strongly, namely, agricul-
ture and small business. I will show how he combines his old
ideas smoothly with new policies to execute what he calls ‘the
task of overhauling the postwar system’.

The overhaul must begin with Japan’s foreign policy, which
is predicated upon friendship with the United States. As the
United States perceives its own steady decline, and as it grows
even more annovyed by its allies’ insufficient efforts to work
together for the common good, it places increasing pressure on
them to share its burdens. Two kinds of demand may be dis-
cerned during the Reagan presidency. One is concerned with
reinforcing economic reciprocity, while the other is concerned
with enhancing strategic integration through interoperability of
forces and technological cooperation.

With the steady increase of economic interdependence
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between the world’s two largest economies, the United States
has felt it necessary to make Japan more conscious of the recipro-
city in terms of opening its economic and financial markets to
the outside world. As the United States was implementing the
policy of deregulation at home, it soon turned to pressing its
foreign partners to do the same, especially Japan. The United
States assumed that since it was doing well with many countries
in trade and financial matters, but not with Japan, something in
Japan’s domestic practices and institutions must have been
unfair.

The opening of Japan’s financial market has gone fairly
smoothly. Not so the opening of Japan’s economic market.
Though the personal friendship between Reagan and Nakasone
has often been helpful in diffusing or diverting intense feelings
for protectionism, two factors have strengthened the tone of the
US demand. First, the US economy has been experiencing two
massive deficits - a budget deficit and a trade deficit - that are
unprecedented. Those sectors hardest hit by the consequent
economic restructuring have spoken harshly against some foreign
trade partners, most notably Japan. Secondly, the Republican
administration has embarked on a laissez-faire policy and the
Republican president has often blocked the protectionist legisla-
tion advanced by the less competitive sectors and their Demo-
cratic sponsors. The extreme frustration of those sectors is easy
to understand. What Nakasone has had to deal with are a series
of irritating protectionist moves by a Democrat-dominated US
Congress and occasional administrative moves toward satsfy-
ing protectionist forces.

The United States has been building up defense since the last
days of the Carter presidency, and this has been endorsed
emphatically by Reagan. The United States has not only made
extraordinary efforts to surpass the Soviet Union but has also
attempted to reinforce its alliance network with all the influence
it can mobilize. It has been strengthening integration with
allies’ forces through joint military exercises and joint operation
plans in the name of interoperability. Furthermore, with the
increased ability of the Japanese 1o produce high-tech products,
it has been keen to advance technological cooperation with
the Japanese in weapons development under its leadership.
Most noteworthy among the fruits of these efforts is Japanese
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participation in the US Strategic Defense Initiative program.
Another, at the core of the joint defense plan for the western
Pacific, is the Japanese role of detecting the movement of
nuclear-armed Soviet submarines and Soviet ships and fighter
planes. The increasing weight of sea and air forces in the Jap-
anese Self-Defense Forces, long dominated by land forces, is
directly correlated with the increasing strategic integration with
the United States.

The post-war system

Nakasone sees American demands as providing a golden
opportunity to overhaul the post-war system. By post-war system
he means Japan’s semisovereign international status. Instead of
taking issue with the United States over its treating Japan as a
quasi-vassal state, Nakasone has found that extending the
fullest possible support to the United States helps establish
Japan’s equal partnership. To justify opening the Japanese
market and increasing Japan-US military cooperation, he has
exploited fledgling nationalism. With the steady rise of their
country’s economic clout, the Japanese have come to search for
something to ease their minds, living as they do with ‘a vulnerable
security system and international economic encirclement’.
The Japanese nation, like a weathercock, must have a fixed
part, according to Nakasone. That is nothing other than
national identity. If Japan has sturdy nationalist legs, it can
respond flexibly when squalls and trade winds blow. Thus,
Nakasone preaches that a big country is responsible for pro-
moting what he calls internationalization. The responsibility is
not imposed by the United States or any other country but
undertaken proudly by a nation that sees ‘its glorious place in
the global community of nations’. It is not accidental that daily
morning dramas aired by NHK, the public broadcasting system,
in the last few years have echoed a fledgling grass-roots national-
ism, emphasizing such values as commitment to family and
neighborhood, diligence, frugality, perseverance, tenacity, def-
erence to the elderly, cooperation, and conciliation and
reminding everyone of the hardships of the pre-war, wartime,
and immediate post-war years of all of those who are over 40
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years old. Two such dramas, Oshin and Hanekomma, were
reportedly watched by 20 million to 50 million people every
day. Nakasone has commissioned an educational committee to
overhaul the post-war system of egalitarian and internationalist
principles in education. Of the many goals of the educational
reform, the ones that are most Nakasone-like in character
involve the effort to inculcate a clear national identity in the
Japanese, who have been exposed increasingly to the pressures
from abroad to standardize Japanese institutions and practices
and make them more acceptable internationally.

Though the pressures from abroad in both trade and defense
have been strong, Nakasone believes they have produced bene-
ficial effects. Pressures for economic liberalization make Japanese
industries more competitive and strengthen the horizontal
interdependence of the Japanese economy with other economies.
Pressures for strategic integration make Japan ‘an ordinary
country’ and thus less vulnerable to accusations from the Western
camp, at least in Nakasone’s view.

In reality things have not gone as Nakasone has envisaged.
Two events have made this plain. First, the Iran-Iraq war has
made innocent passage of the Persian Gulf difficult, as the
United States has been very hostile to Iran. The fact is that US
forces are stationed there to protect the larger interests of the
Western camp, and some Americans are vexed because Japan,
the major importer of the petroleum that passes through the
Persian Gulf, has not placed any armed forces there. Secondly,
Toshiba Machine Co. has sold its milling machines to the Soviet
Union, which in turn allegedly used them to upgrade its sub-
marines. This case has ignited extreme anger on the part of
some Americans, who resent not only the Japanese adoption of
trading practices aimed solely, it seems to them, at making a
profit but also what they see as the Japanese betrayal of alliance.
It is ironic that these two events took place near the end of
Nakasone’s term as prime minister.

Domestic policy

Nakasone sees foreign pressure as a means to implement his
reforms, the need for which is highlighted by the budget deficit.
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Besides the administrative-financial reform, which he has been
promoting for years, two additional reforms have been
attempted: educational reform and tax reform. All bear on the
domestic societal restructuring Nakasone has in mind.

Administrative-financial reform has had many effects. The
most important is the restructuring of expenditure patterns to
inhibit the expansion of social welfare, education, and public
works expenditures. No less important is the privatization of
public enterprises and the concomitant weakening of trade
unions. Economic liberalization has accelerated industrial
adjustment in such sectors as shipbuilding, steel, petrochemicals,
and automobiles, with an accompanying diversion of resources
to high-tech and service sectors with relatively low unionization
rates. This has demonstrably reduced the strength of the labor
unions throughout the Nakasone term in office, particularly
since the unions of public-sector employees have traditionally
been the largest and most militant. Thirdly, the decrease in
subsidies to agriculture and small businesses is important, since
these two sectors are the slowest to adapt to the forces of inter-
nationalization. Yet they provide the most loyal support for
LDP policies. With steady liberalization both in agriculture and
in distribution areas where small businesses tenaciously hold
on, Nakasone has been trying to shift the power base of the
LDP from these traditional conservative strongholds to the
urban middle-of-the-road wage earners.

In educational reform the most important issues are not only
the inculcation of national identity, which 1 have already dis-
cussed, but also the creation of new educational and research-
and-development systems. Nakasone’s goal is to create a ‘high
technology-high information society’, where the Japanese
economy produces high-value-added, high-tech products and
the Japanese society is a center for global information flow. To
create cadres for that society, Nakasone sees the need to
restructure and enhance educational and R&D capacities. As
the post-war system means egalitariamism in education, educa-
tional reform means finding discriminatory mechanisms to create
elites without alienating the vast majority of the people.

Nakasone’s third reform effort has been directed at the tax
system. Tax reform is intended to increase tax revenues, first, to
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sustain social welfare expenditures, which are most likely to
increase drastically in a rapidly aging society, and second, to
enable higher priority expenditures in such areas as defense,
foreign aid, and science and technology, which must expand in
view of the increasing need to enhance Japan'’s contribution to
the rest of the world and to raise Japan’s technological
competitiveness. Another important goal is to make taxes more
equitable for middle- and high-level wage earners, whose votes
the LDP increasingly seeks, and to reduce the privileges
accorded to farmers, small-business people, and rentiers.
Unfortunately for Nakasone, the tax revolt that shook the
nation last spring even included wage earners, who saw his tax
bill as a means to increase their tax burdens, not as a means to
decrease them.

Future tasks

In charting the path for Japan’s future, Nakasone's iniual strategy
of opting for financial retrenchment and a strong pro-US policy
were judged circa 1983 by many Japanese leaders to be basically
correct. But looking at it from the vantage point of the summer
of 1987 leads me to a somewhat different conclusion. What has
happened in the last five years? First, Japanese economic and
financial power has expanded enormously. No one can deny
that in the 1980s Japan has become a global economic power.
Due in part to the effect of tight macroeconomic management,
growth based on an export-oriented economy has been accen-
tuated and a large amount of savings have been invested in the
United States, largely through purchases of US Treasury bonds,
to take advantage of interest and exchange rate differences.
Exports have produced a huge Japanese trade surplus, while
Japanese portfolio investment has increased the foreign indebted-
ness of the US government. Both exports and investment have
aroused enmity abroad. When the US trade deficit was the
major problem in Japan-US relations, US criticism centered on
fairness in trading practices. Adding financial indebtedness to
the trade deficit has intensified the hosiility, and it rises to
incredible heights when Japanese trading practices are associated
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in the minds of many Americans with the betrayal of the United
States and the Western camp, as in Toshiba Machine Co.’s sale
of security-sensitive products to the Soviet Union.

Secondly, the Japanese Self-Defense Forces have become an
indispensable component of the US global military strategy.
Due in part to the consciously pursued policy of supporting
Reagan’s proposals, Japan's security has become much more
closely intertwined with that of the United States. Needless to
say, Japan’s responsibilities are confined to Japan and its adjacent
waters in the western Pacific and do not extend beyond. More-
over, the Japanese Self-Delense Forces limit their mission to
defensive tasks. The problem is that with the growing strategic
integration with the United States, Japan is increasingly think-
ing of its global role, and with the sophisticated weapons it has
accordingly acquired, Japan has found it increasingly difficult
to distinguish between defensive and offensive tasks. Although
these changes collide with Japanese pacifistic sentiments, the
growing Japanese nationalism may reconcile the contradictions
in the future. Whether Japanese nationalism can live happily
and peacefully with the incontrovertible economic inter-
dependence is yet to be seen. In a similar vein, no one is sure
whether the frustrated Americans can live happily and peace-
fully with that same interdependence themselves, as their country’s
clout is slowly shrinking.

Nakasone is a good weathercock. He suits the needs of Japan
at a time of a transition. He has been successful in creating a
‘fixed part’ by fostering national pride and responsibility. He
has been successful in pointing the nation in an appropriate
direction when the United States, the widely acknowledged
leader, is declining and Japan itself is on the rise. The two
difficulties that brought Nakasone to the prime ministership
have not been managed well toward the end of his tenure. They
are likely to haunt his successors and force them to deal with
even more heightened tensions than the 1987 Japan-US rows
have produced. Finally, he has raised a third problem which his
successors must wrestle with: the more serious task of making
Japan into ‘an ordinary country’. Nakasone politics will be
remembered for leaving immense tasks ahead.



Trade, technology, and security:
implications for East Asia
and the West

Introduction

Perhaps at no other time in history have trade, technology and
security been intertwined more closely than they are today. A
good illustration of this is provided by a recent Japan-US agree-
ment on semi-conductors.! For some considerable time Japan
and the United States have been competing very hard in this
area, and Japan is clearly catching up. Responding to
accusations by US semi-conductor producers that Japanese
producers were dumping their products on the US market and
to the demands for action under Article 301 of the US Trade
Act, the United States and Japan have recently agreed that the
anti-dumping cases against the Japanese semi-conductor pro-
ducers of the EPROM and 256K DRAM semi-conductors be
suspended, provided that:

1. the Department of Commerce monitor all the quarterly sta-
tistics on Japan’s production and sales of EPROM and
256K DRAM, and the Japanese government do the same on
six other kinds of semi-conductors, including Japanese
exports of semi-conductors to third countries; and

2. Japan set up an organization to expand its imports of semi-
conductors from the United States and other countries.

This is a familiar story of protection and managed trade. The
agreement would have been impossible if the Japanese Ministry
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of International Trade and Indusiry (MITI) had not used its
influence to persuade Japanese producers to comply. The
Japanese government wanted the cooperation of the US govern-
ment on such matters as the stabilization of the yen and pro-
tectionist legislation in Congress. The monitoring agreement
covers not only Japanese parent companies but their overseas
subsidiaries elsewhere in Asia, thus effectively precluding the
possibility of shipping from there to the United States. Second,
it reflects the race that is going on in one of the most important
high-technology industries. The pricing agreement will bring
higher profits to Japanese producers for the moment, but it will
also sharpen the competitive edge that South Korean producers
have in the market for standard mass-produced memories.
Third, it is a manifestation of deep US concerns about national
security, since semi-conductors are widely used in high pre-
cision, high performance weapons as well as in civilian appli-
cations. The US government is worried that, if US domestic
producers become steadily less competitive and the US chip
market is occupied largely by foreign-based producers, US
defence equipment will have no alternative but to rely on them.
The decline of the domestic industrial basis for manufactur-
ing weapons is seen as a grave problem for US national
security.?

The intimate relationship between trade, technology and
security is worth close examination, especially in the context of
East Asia, one of the most dynamic regions in the world. Three
characteristics of East Asia make this region an excellent case
for the study of the interactions between trade, technology, and
security. First, economic growth in East Asia is typically export-
led; without smooth and large-scale trade flows, the East Asian
economies cannot continue at their present levels of activity.
Secondly, East Asia is continually seeking new and higher
technologies; as a region it cannot compete without them
because it is poor in resources. It is indicative of the importance
attached to high technologies that the Japanese nickname for
semi-conductors is ‘the rice of industrial life’. Thirdly, the
countries of East Asia are invariably plagued by a deep sense of
vulnerability that drives them to seek desperately for security, to
the extent of subordinating other national aspirations and
priorities to that search.
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The purpose of this chapter is twofold: first, to show that
trade and technology issues can often give rise to sensitive
questions of security; and second, to argue that prudent and
balanced management of trade, technology and security is
increasingly necessary in this region, which is so full of energy
and dynamism yet marred by a significant degree of uncertainty
and unpredictability, The rest of the chapter will deal with some
of these issues under the following headings: protectionism in
manufacturing sectors; the decline in the prices of primary
commodities; the pressure towards liberalization; the increas-
ing costliness of technological innovation; and security-inspired
technological protectionism. The primary concern is with
Japan and to a lesser extent, the two Pacific Newly Industrializ-
ing countries (NICs), South Korea and Taiwan, but also with
China, the ASEAN countries and Australasia whenever it seems
appropriate. This focus is justified because these three
countries constitute a core component of the Western security
system in East Asia and because they are the most dynamic
countries in the region in terms of trade and technology.

Protectionism in manufacturing sectors

East Asia has its own rather heavy form of protectionism. A
latecomer to industrialization normally has a wide array of
regulations and protectionist policies designed to encourage
indigenous industrialization. In order to obtain foreign cur-
rency reserves for the import of capital goods and technologies,
agriculture (rice production) was heavily taxed in earlier periods,*
but agriculture, especially rice and silk {which was one of the
main primary export commodities) lost its competitive position
as industrialization proceeded. This fact, together with high
population density and poor natural resource endowment, has
encouraged export-led industrialization that uses other markets
of the world to the fullest extent to promote its own
industrialization.

In those manufacturing sectors where the East Asian
latecomers enjoy a competitive position - such as textiles, steel,
chemicals, and certain electronic products - they are very
aggressive in penetrating the markets of less competitive
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countries. In those sectors where the latecomers do not have a
competitive edge, including electronics, telecommunications,
software, and weapons, they try assiduously to protect their
domestic market first. East Asia has enjoyed access to the huge
US market for its exports for many years, but the US has been
showing a steady decline in competitiveness in certain manu-
facturing sectors such as steel, chemicals, automobiles, textiles,
machinery, and electric and electronic appliances. Protectionist
measures are taken intermittently to provide emergency relief
and time for adjustment. In 1984 US imports covered by spe-
cial protection had a value of $US 68 billion, or 21 per cent of
total imports.* What matters is that many of the goods and serv-
ices covered by US special protection are from East Asia. In
more than half of the 81 cases examined in the volume by
Hufbauer ¢f al. on the topic, the suppliers affected by special
protection were primarily East Asian. Such cases were textiles
and apparel (three cases), specialty steels, ball bearings, colour
television receivers, CB (citizens’ band) radios, bolts, nuts and
large iron and steel screws, automobiles (three cases), heavy-
weight motorcycles, ceramic articles, book manufacturing, rubber
footware, and canned tuna.

The intensification of trade disputes between East Asia and
the United States is not always politically explosive, let alone
security-related. In most cases, it simply means that East Asia
has become much more competitive in certain sectors while the
United States has become less so. However, it has longer-term
security implications that cannot easily be dismissed. Since East
Asia is dependent on trade flows to an unusual degree, what
may be taken as “improper’ handling of East Asian countries by
the United States can provoke nationalistic reactions from
them. It is reasonable to conclude that the recent flare-up of
Korean anti-Americanism took place against this background.s
Though primarily directed against the South Korean govern-
ment, the radical actions of students and workers seem
increasingly to take on an anti-American character as well.
Occupying US banks and cultural centres in Korea and com-
mitting suicide by self-immolation as a protest to the US and
Korean governments are manifestations of the intensely poliu-
cal emotions of the Korean radicals. Nevertheless, the radicals
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aside, many Koreans seem to believe at the bottom of their
hearts that South Korea, a front-line state which is shouldering
heavy military burdens for the United States and the West in
general, should be more or less exempt from US pressure over
the regulation of exports of textiles and apparel, which is but a
trifle compared with national security. This perception of the
relationship that stresses its ‘give-and-take’ character could
change the nature of alliance, with the erosion of what Koreans
seem to believe is the ‘take’ side, namely the belief that the
United States should take a lenient and generous position on
Korea’s management of its economy and trade.

The US way of dealing with trade issues certainly seems to
irritate some Koreans. On the one hand, the Untted States
encourages East Asians, as well as others, to become fully fledged
members of the free trade system, and requests (or even
pushes) Korea to liberalize trade, to deregulate financial insti-
tutions and to raise the value of the won against the dollar so
that Korea’s trade surplus with the United States will decrease.
Yet this same United States virtually imposes on Korea - at least
Koreans seem to feel that way - its protectionist measures in
textiles and other products without the courtesy of ‘proper’
consultations with the governments of countries known for the
value which they place on face-saving measures and rituals.®
Similar considerations apply to other East Asian countries but
South Korea represents the most acute case, the one where
trade and security are linked most closely, if not quite directly.
Since trade is a linchpin for the survival and prosperity of the
East Asian countries, it can be argued that the aggravation of
trade disputes, left to themselves, could encourage these
countries to reconsider their security arrangements seriously
over the longer term.? This is an important point that should be
stressed because the economic, technological and military
capabilities of these countries are steadily increasing.

From the other side of the Pacific, what Americans see as the
intransigence of these countries tends to reduce the willingness
of the United States to be ready to intervene effectively for their
defense. Though public opinion about such willingness has
been more or less stable for some years,? it is hardly necessary
to state that in the longer term American public sentiment can
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be very volatile about its Asia policy. In other words, trade dis-
putes have the potential to weaken the security ties across the
Pacific substantially if they are not properly handled.

Decline of primary commodity prices

A recent study shows that throughout the world the amount of
primary product required for a given unit of economic output
has been shrinking by 1.25 per cent a year since 1900.° Since
the production of primary commodities has been increasing
very rapidly as a result of the heavy use of chemical fertilizers,
extensive mechanization and other advances in agriculture and
mining, prices have been basically on the decline over a long
period. In the mid-1980s, the prices of raw materials recorded
their lowest levels since the Second World War in relation to the
prices of manufactured goods and services, and according to
Peter Drucker this trend is not likely to be arrested for some
time to come.!® If that is the case, it is a grave matter for
commodity-exporting countries. Half the exports of the Philip-
pines, for example, are primary commodities.'! It is thus no
wonder that the Philippines, so heavily dependent on primary
commodities for foreign exchange, has registered large current-
account deficits, a problem further compounded by the
borrowings from abroad for its industrialization efforts and the
very high interest rates ruling during the first half of the 1980s
in the United States and other countries. Needless to say, there
are many more factors in the economic stagnation of the Philip-
pines than the collapse of commodity prices, but there is no
doubt that this is one of the main causes. As in the Korean case,
the decline in the prices of raw materials is not directly related
to security, but exports of raw materials do carry great weight in
the Philippine economy and provide a large amount of govern-
ment revenue which can be used for achieving stability and fos-
tering a sense of national purpose. Economic stagnation and
political instability are almost inevitable when industrialization
programs do not progress faster and export earnings decline
because of the collapse of primary commodities prices.
Insurgency and instability obviously matter anyway, but the
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threat they pose to the two large and well-equipped US military
bases in the Philippines concerns the security of the West in
general.'?

The decline of primary commodities trade affects not only
the Philippines but also other resource-rich countries of the
Asian-Pacific region, such as Malaysia, Indonesia, Australia,
and New Zealand. The general dissatisfaction of those countries
with large industrial economies such as the EC, Japan and the
United States is clearly on the increase.!s First, the industrial
economies generally have a very high level of agricultural
protection, which effectively prevents exporters of primary
commodities from penetrating their markets. Among the East
Asian countries, Japan, Korea, and Taiwan have the tightest
protection of rice prices in the world.'* Secondly, a large pro-
portion of agricultural trade now takes place among the
industrial countries of the North rather than between them
and the commodity-exporting countries of the South. The
commodity-exporting countries are harmed by bilateral and
multilateral agricultural deals largely engineered by the indus-
trial countries of the North, whether between the United States
and the EC or berween the United States and Japan. For example,
the bilateral deal for beef between the United States and Japan
has placed Australia at a disadvantage since lower-priced
Australian bee{ could penetrate the Japanese market much
more effectively, if that bilateral regulatory agreement did not
exist.!?

The prospect that the focus of the new round of GATT talks
will include agriculture along with services, high technology
and intellectual property does not excite most commodity-
exporting countries, which were disappointed by the outcome
of the Tokyo Round in agriculture.’¢ There is general dissatis-
faction on the part of raw material exporters with the closed
European and Japanese agricultural markets, and with what
seems to them to be the US attack on bilateral deals, using the
US security leverage, which leaves them in an ever-worsening
situation.!” This widespread dissatisfaction is a powerful argu-
ment for devising a mechanism to ease the difficulties of com-
modity exporters in the region in the enlightened interest of the
West.
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Pressure towards liberalization

The western Pacific has become one of the most dynamic
regions in the world, and is increasingly linked with the no less
dynamic North American region in terms of trade, technology
and finance flows.!® It is no wonder that many people in the
Pacific region have come to think that they would derive much
benefit from the demolition of the large barriers across borders
to trade, technology transfer and finance. Since the United
States is the most powerful country in the region, its somewhat
ambivalent strategy there menits special attention. The United
States needs access to an increasingly large and dynamic market
in the western Pacific, especially in those fields where the
United States performs excellently but the regional states may
not be so competitive - namely, agriculture, services and high
technology. In turn, the regional countries need access to the
US market (and that of Japan) for their exports of manufactured
products.

Against this background, the United States has been follow-
ing two tracks: multilateralism and bilateralism. The former is
exhibited largely through the GATT trade talks and seeks the
application of non-discriminatory free-trade principles, whereas
the latter is manifested in bilateral negotiations toward free
trade. What bothers some people in the western Pacific is the
tendency of the United States to deal bilaterally with those
regional countries where it can wield special influence in order
to obtain concessions because of the security it provides.'? Since
liberalization is spearheaded by the United States, a country
which was once hegemonic but now somewhat resigned to
being primus inter pares, though reasserting itself through
reshaping international rules,? countries that feel pushed into
liberalization often manifest various forms of nationalistic re-
action. The problem is real for those latecomers who have long
adhered to traditions - norms, rules, and institutions - dif-
ferent from those of the early starters in Western Europe and
North America. Japan and the Pacific NICs are such latecom-
ers, broadly conceived. The question is whether these differ-
ences are manageable and how far the countries concerned can
construct commeon rules.
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One powerful argument for the necessity and desirability of
such arrangements when there is severe conflict of interest has
been put forward by Robert Keohane in a more general setting.
He postulates that the US hegemony is over, and that co-
ordination and cooperation with other states have become
much more important than before in the maintenance of inter-
national rules and institutions for the provision of what are
called ‘international public goods’ or the international arrange-
ments for peace and prosperity.?! Keohane’s specific prescription
is a ‘tit-for-tat’ strategy to induce cooperation in a situation
resembling the prisoner’s dilemma. That is to say, when two
actors do not cooperate they produce the worst collective out-
come, but the outcome is still the second best for a defector -
but the worst for a cooperator - unless both cooperate, when
they produce the best outcome. In order not to have the worst
collective outcome in repeated rounds of the game, Keohane,
following Robert Axelrod,?” suggests that non-cooperation
should be punished but cooperation be rewarded. This strategy
is presented as that of a primus inter pares after hegemony; the
United States is sull the greatest power, the one which takes the
initiatives in an effort to exert its influence in reshaping inter-
national institutions toward common goals. Whether the ‘tit-
for-tat’ strategy is productive, especially in relation to the nature
of strategy and the domestic foundations that can sustain the
strategy of (presumably rational) state managers, must be
empirically examined.

In the setting of trans-Pacific frictions, what is often observed,
at least from the viewpoint of the Pacific NICs and Japan, is that
the United States frequently resorts to request-cum-pressure,
making full use of its security relationship with allies and part-
ners in order to obtain further concessions from them in the
forms of trade liberalization and financial deregulation.?® Its
strategy differs from one country to another: the most interest-
ing case is perhaps that of South Korea where the United States
has accumulated large trade deficits and is now pressing for
further and faster liberalization. A slightly different example is
Taiwan, which has accumulated a large surplus with the United
States but has no security tie with it in the form of a security
alliance. The US keeps pressing Taiwan for further trade
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liberalization, but in a somewhat milder fashion than with
South Korea, although Taiwan does value the supply of weapons
by Washington.

Of the three countries concerned, it is on Japan that the
United States perhaps exerts the strongest pressure for further
trade liberalization. This seems to be based on the (largely justi-
fiable) view that Japan should play a far larger role than it does
at present in reshaping international rules and bearing the bur-
dens of international management in cooperation with the
United States and other major countries.?* Especially alarming
to Japan’s trade partners is its large current account surplus
with them, including the US, the Pacific NICs and the members
of ASEAN. For these countries, Japan represents the biggest
problem among their trade issues. Their demands are basically
threefold. First, that access to the Japanese market must be sig-
nificantly increased. For that to happen, the various forms of
regulation and protection applied by Japan in such matters as
standards, distribution, employment, and subsidies must be
drastically reduced. Secondly, that the Japanese economy must
be reframed to encourage much higher levels of consumption;
this should include tax reforms and moderation of the
overdominant bureaucracy. Thirdly, that Japan should be more
generous in its international contributions in such matters as
security and technology transfer. Though Japan is participating
more widely in what is sometimes called ‘the provision of inter-
national public goods’ (for example, Official Development
Assistance (ODA) and contributions to international organiz-
ations), it is a little harder to do this in the fields of security and
technology. First, the pacifist-isolationist impulse has been a
strong disincentive to wider government involvement in inter-
national security arrangements: military technological co-
operation is restricted to Japan’s ally, the United States. Secondly,
being a more advanced latecomer, Japan has until recently
been much more hesitant and less generous than the United
States about transferring technology to developing countries.

What bothers many Japanese is how the request-cum-pressure
from the Americans is exerted. It is clear that many of the US
demands are neither concerted nor coordinated within the
United States. Rather, they are simply a manifestation of the
pluralistic demands of the American political process. But from
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the Japanese viewpoint the US demands often give the im-
pression that the United States wants to transform Japan by
twisting its arm. Since history has made it quite clear that Japan
is more than capable of adapting to a new politico-economic
environment, it is perhaps unnecessary to stress that its flexi-
bility would largely cancel out any potentially destabibizing
effects of such pressures on the local economy. The point here,
however, is the impact over the longer term of these inter-
actions of pressure and response, demand and acquiescence, as
reported in the Japanese press, on the psychological attitude of
the Japanese.?s Confronted with the always irresistible forces of
what the Japanese call ‘internationalization’, many of them
seem to be reverting to the values of traditional morality, the
work ethic, and nationalism,? which may cause them to react
unexpectedly to the three basic demands from abroad listed
above.

What is more likely to become a perennial. problem as Japan
moves up the ladder of nations in economic, technological, and
military capabilities is that two opposing forces will emerge in
Japanese society: internationalism and isolationism. The higher
the perceived short-term costs of cooperating and coordinating
policies with the rest of the world, the more powerful the
impulse to ‘go it alone’. Depending on this balance, the directions
that Japan might take could vary significantly. This is why political
upheavals, small or large, in countries adjoining the United
States are watched carefully in Japan. For instance, the US
demand that Mexico scrap its nationalized industries, which
form a linchpin of Mexico’s ruling party, led to the resignation
of its Finance Minister. In Canada, the prime minister’s party
has difficulty in pushing the ‘go along with the US’ policy in
trade too far and too fast. South Korea’s problems have already
been discussed. For obvious reasons, these are developments
that Japan cannot afford to overlook.

The increasing costliness of technological innovation
Technological innovation is always expensive for a forerunner.

The costliness and uncertainties of technological advancement,
coupled with the pervasiveness of technology in modern life,
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have made technology policy an area of very high priority for
any government.?’ Furthermore, the fact that the United States
has been widely acknowledged as a leader in many high-
technology areas places the rest of the world in the difficult
position of looking up to and following the US, while at the
same time exploring areas where it can achieve something
itself, albeit with high costs and uncertainties.

Japan has become more keenly aware of this difficulty as it
has reached technological frontiers in a number of areas. The
percentage of total revenue spent on R&D has risen steadily in
many Japanese firms. The problem is that the United States,
which used to be very generous to followers like Japan in dis-
seminating technological information, has become much less
so because it realizes that it is being overtaken by some of these
followers. Especially in the high-technology areas, the US seems
determined to retain its superiority.?® Two main arguments
seem to be salient in US demands on Japan.? One concerns
reciprocity; the other security. The reciprocity argument is that,
despite recent Japanese technological achievements, Japan is
niggardly about disseminating its own technological information
to other countries, and that without reciprocity the United
States should deny Japan liberal access to American tech-
nology. The security argument is that Japan and some other
countries are somewhat lax about making available some of the
security-sensitive technologies to socialist countries, and so
these technologies should not be given to Japan. The United
States also seems to feel that Japan is not as forthcoming as it
would like in making Japanese technological information avail-
able to it; thus the US Congress has recently passed a law
intended to facilitate the translation of Japanese technological
information into English.3® There is a strong feeling in the
United States that, if it is denied access to Japanese techno-
logical information, American universities and research insti-
tutions can legitimately stop the provision of such information
to Japan. The reciprocity argument, of course, is often camou-
flaged by the security argument. In particular, the Act of 1985,
which regulates exports of high-technology products and
licences even to members of CoCom, effectively prohibits the
dissemination of technologies even when they have been
developed in US universities and research institutions under
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‘commissions from Japanese firms. The Act has recently been
further revised to tighten the regulation, on the grounds that
the Soviet Union obtains technological information from some
Western countries.

The counter-argument (the liberal one) - that too much regu-
lation of the dissemination of technological information will
reduce the pace of US technological advance - is no less strong.
The US government’s regulation notwithstanding, US universities
and research institutions have become increasingly dependent
on collaboration with Japanese firms in financing research pro-
jects, as the US Federal Budget has become very tght. Against
this practice not only security considerations but also concerns
about competition are put forward; that is, that US-Japanese
research collaboration facilitates the transfer of new technologies
into manufacturing for Japanese firms, thus damaging US
firms.

Japan’s most likely course is to develop its two-track policy.
One branch of this is to depart from the system of dependence
on US research for technological information and to expand its
niches on the technological frontiers autonomously, as far as it
can; the other is to strengthen the Japan-US collaborative
research system. Japan’s choices in this respect will significantly
affect the course it will take in terms of reframing its economy
and restructuring its national security policy, and this is likely to
be of great interest to the Western security system.

Security-inspired technological protectionism

The United States has intermittently manifested its strong pro-
tectionist impulse as many of its manufacturing sectors have
become decreasingly competitive with Japan and some other
countries. Pressure from these countries is such that as many as
200 protectionist bills have been tabled before Congress. In
order to adhere to the overall principle of free trade, the Presi-
dent often accommodates some of the protectionist spirit in
order to thwart protectionism. He vetoes outright protectionist
bills while partially accommodating protectionist sentiments.?!

One prominent example is the application of clause 232 of
the Trade Enhancement Act, which purports to protect domestic
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industries for reasons of national security. Regulation of tech-
nology flows has become less effective since specialists have
learned how to convert civil-use technology to military use
without much difficulty. Given the inevitable diffusion of tech-
nology, the battle to move faster up the ladder of technological
innovation is now fought much more fiercely. As domestic pro-
tectionist pressure mounts, its application has tended to widen.
As far as Japan is concerned, the following five cases provide
good illustrations:32

1. In February 1983 Kyoto Ceramics Inc. sold its subsidiary
Dexel Inc. to Gould Inc. after it was advised to do so for
security reasons.

2. In March 1983 President Reagan demanded voluntary
export restraints on Japanese manufacturers of machinery
until November 1986, when he was to make a decision on
the application of clause 232 of the Trade Enhancement Act.

3. Mitsubishi Chemicals Inc. sold Optical Information Systemns
(a manufacturer of semi-conductors and laser instruments)
to McDonnell Douglas Inc. at the request of the US Depart-
ment of Defense (DOD) in December 1983.

4. Sumitomo Metallurgical Engineering, when purchasing
Chase, Burns Inc., had to return the company’s military
division to Allegheny International at the ‘request’ of the
Department of Defense in December 1983.

5. In September 1984 the Defense Department expressed con-
cern about the purchase by Minnebear Inc. of New Hamp-
shire Ballbearing Inc. and the matter is still in dispute.

There are four arguments relating to security-inspired tech-
nological protectionism. The first concerns security. In order to
protect security-sensitive information, the argument runs, it is
necessary to prevent firms that manufacture security-sensitive
products from merging with, or being purchased by, foreign-
based firms. If such mergers or purchases were allowed, security-
sensitive products and technologies might be transferred to
hostile foreign powers. This is actually the spirit of clause 232.
The second concerns competition. In the US political system it
is difficult to mobilize support without waving the banner of
national security. Thus, even when it is simply a matter of
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reducing industrial and business competition, the national
security argument can be used to justify prohibiting foreign
firms from purchasing the manufacturers of security-sensitive
products. The third is the technology argument. This claims
that, even if dissemination of technological information and
exports of sensitive products are forbidden, technology is
bound to diffuse over the longer term because absolute geo-
graphical and communicational isolation does not exist. Even if
isolation were possible, someone somewhere would probably
come up with an idea leading to a technological breakthrough.
In such a scenario, regulation might not matter too much either
way. On balance, therefore, the negative effects of regulation on
research achievements perhaps outweigh the positive ones in
the longer run. The fourth argument is the liberal one, which
goes as follows: under conditions where flows of trade and, by
extension, flows of research communications are restricted, the
global level of research advancement is likely to fall. Any hin-
drance to the freedom of research and communication is likely
to produce goods that are less than satisfactory, and thus many
countries will suffer from protectionism or autarchy in the
longer run.

In the United States it is the first two arguments which have
been strongly voiced recently, yet the technological imperatives
also seem to be pushing in the direcuon of further collaboration
with Japan. Japan therefore pursues, as noted earlier, a two-
track policy: the autonomous development of technology side-
by-side with close cooperative advancement with the United
States.

The decision about whether and how to participate in the US
SDI research program illustrates Japan’s difficulties.3? First, the
Japanese government has had to take into account Japan’s
strongly pacifist bent, and the consequent legal and administra-
tive commitments which constrain Japan’s military and techno-
logical interaction with other countries. The first step towards
participation in the program through a governmental agree-
ment has already been taken; in line with the Japan-US Mutual
Defense Assistance Agreement of 1954, the November 1983
Weapons Technology Exchange of Notes on the Provision of
Weapons Technology to the US, and the December 1985
Exchange of Notes on Details of Implementation of the
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November 1983 Exchange of Notes were concluded. The Japan-
ese government has disarmed criticism by using the 1954
Agreement with the United States, and the two Exchanges-of-
Notes have been concluded to adapt the Agreement to this par-
ticular case. Furthermore, the 1954 Agreement makes it easy to
handle the implementation of the US demand for secrecy on
certain matters, since it contains the appropriate clauses. Not
surprisingly, it was only after the ruling Liberal Democratic
Party’s (LDP) resounding electoral victory on 6 July 1986 that
the government announced (on 9 September 1986) its decision
to participate in the programme through a formal agreement.

Besides the problem of internal politics, the issue of techno-
logical costs and benefits must be considered. Many Japanese
firms seem eager to be exposed to, and to benefit from, partici-
pation in parts of the SDI research program, and the trend
toward US-Japanese collaboration appears to be further
enhanced by Japan’s willingness to participate. It is true that
there is some apprehension over how to use the resulting tech-
nology products, but many firms seem to have calculated that
the benefits will be greater than the costs in the longer term.
The SD1 program is seen - at least in the longer run - as open-
ing up technological frontiers in many areas which will provide
immense opportunities for Japanese industry. Government
negotiations are under way about the problem of how to use
the resulting technology products. It is yet to be seen, however,
how successful the Japanese government will be in not accept-
ing the formula contained in the agreement between the United
States and West Germany, in which Germany’s use of the prod-
ucts 1s severely circumscribed.

The security issue is seen basically in terms of Japanese co-
operation with and contribution to the US-led security of the
West. It is true that the Japanese government is no less con-
cerned with the US-Soviet military balance, with the potential
instability brought about by enhanced competition in ballistic
missile defence (BMD) between the two superpowers, and with
the effects that SDI may have on the numbers of ballistic mis-
siles now deployed. But the view seems to be widely held in
Japan that the SDI program will not create any immediate, tan-
gible changes in the defense postures of the two superpowers or
in the military balance. It is ironic that this view, coupled with
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the government’s low-key and cautious attitude to the issue, has
stifled any deepening of the discussion on Japan’s participation
in SDI research. The impact of BMD on Japanese security
therefore, has been neither directly addressed nor widely dis-
cussed.

Four concerns seem 1o be common 1o America’s allies. First,
that US-Soviet competition over ballistic-missile offense and
defense should not be allowed to increase military instability or
the likelihood of a world war. Secondly, that US-Soviet com-
petition should not work in the direction of subordinating
considerations of national security to global security solely as
perceived by the US government. Thirdly, that US-Soviet com-
petition should not exclude US allies from the benefits of
technological diffusion and spillover. Fourth, that US-Soviet
competition should not be allowed to reduce the overall secu-
rity of the West - including Japan. It seems that Japan and other
East Asian countries are apprehensive about the general trend
toward steady militarization in the region, but that most of
them have not articulated their thoughts on BMD and the
offensive stance that it may imply in so far as this affects their
own security policies. China may be an exception to this obser-
vation. Being a nuclear power, China seems to be the most
articulate about the SDI program and its probable con-
sequences for its own security.?¥ Not unnaturally, China is
alarmed by the prospect of Soviet BMD.

On the more immediate issue of balanced cuts in the Inter-
mediate-range Nuclear Forces (INF) deployed in Europe and
Asia by the United States and the Soviet Union, both China and
Japan are concerned that the US might not push the issue
strongly enough with the Soviet Union, despite ‘domestic political
pressure, Soviet intransigence, and European insistence’.’¢ Any
US failure in this respect is likely to lead China to reconsider its
strategy of using the United States as a counterweight to the
Soviet Union. It is also likely to affect the embryonic large-scale
defense cooperation between the United States and Japan.
Japan has all along been less worried about Soviet INF than
China, if only because of the belief that they are primarily tar-
geted against China. Yet, if Japan becomes closely identified
with US strategy, especially with its forward defense strategy,
and if China distances itself further from the United States, the
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Soviet Union might re-target some of its Asian INF from China
to Japan. However, the new Soviet willingness to partake of
what may be called Pacific economic dynamism with other
Pacific countries, manifested in the Gorbachev speech at Vladi-
vostok on 28 July 1986, might have some moderating effect on
its policy toward Japan as well as China. South Korean develop-
ments should also be watched carefully in this regard. A recent
publication of the ‘Minutes of the Closed Hearings of a
Subcommittee of the US House of Representatives’ has shown
that the US Air Force is planning to modernize nuclear munition
stores in 26 US bases worldwide - including the US base at
Kunsan, South Korea. This has brought a (somewhat dis-
ingenuous) statement from the South Korean government that
it had not been informed of the plan. If it were implemented, it
is perhaps possible that South Korea might reconsider its security
policy.?7

With respect to conventional weapons, the pacifist commit-
ment of the Japanese government constrains the development
of certain kinds of weapons. ‘Oftensive’ weapons are not manu-
factured or imported and weapons manufactured by Japan cannot
be exported. The government has even tended to discourage
Japanese development of weapons. Thus half of the weapons of
the Japanese Self-Defense Forces (SDF) are made in or licensed
by the United States. Yet the impulse towards autonomy in the
production of weapons has not been negligible, especially in the
production of fighter aircraft. Although the SDF at present has
only one kind of indigenously manufactured fighter, the F-1,
the history of the development of the next ground-attack
fighter, the FSX, is a manifestation of this impulse.3 The final
decision on the FSX appears to be that neither Tornado (built by
three European countries), nor the F-18 (McDonnell Douglas),
nor the F-16 (General Dynamics) satisfies the SDF. The three
requirements the SDF sets for the FSX are that: 1) a support
fighter should have some air defence capability as well as a capa-
bility against ground and maritime targets; 2) it should have two
engines - for safety reasons; and 3) it should have a radius of
action of 450 nautical miles (nm) when loaded with four air-to-
sea missiles. Needless to say, two unstated criteria, national
pride and the desire to develop indigenous technology, seem to
be of the utmost importance in the decision. Not surprisingly
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therefore, 100 FSX fighter aircraft are 1o be manufactured by
Mitsubishi Heavy Industries and other Japanese firms, with the
participation of US engine manufacturers. The Japanese two-
track policy on technology is evident here also.

Conclusion

Trade, technology and security are linked in the Pacific region,
more so than some would like to think. They will remain linked
because of East Asia’s perennial sense of vulnerability and eco-
nomic anxiety. Only if export-led growth, economies increas-
ingly oriented towards high technology, and the restless search
for security can be politically reconciled will the region remain
stable. It is not clear that they can be reconciled satisfactorily for
all parties because, as noted here, the elements of conflict
undoubtedly exist and seem likely to remain unresolved. The
problem is how to channel the region’s undoubted energy in
creative directions for the ‘general good’ of international security.

It could be argued that the East Asian countries, and more
broadly the western Pacific countries, have basically set the
direction of their economic development, and that what
remains for them is simply to achieve political maturity and the
consolidation of democratic politics.?? It is true that political
issues have come to loom large in East Asia, but it would be a
mistake to think that the countries in the region have solved
their economic problems for all time. Clearly they have not.
Prudence and moderation are now needed more than ever, by
all the actors across the Pacific, in dealing with these intricate
issues.
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Japan'’s politics of interdependence

This chapter describes and illustrates how Japan conceives the
political meaning of many kinds of interdependence and uses
this concept to advance what it considers to be its national inter-
ests and global interests without upsetting the balance of world
interdependence. ‘Interdependence’ means the mutual vulner-
ability and sensitivity of all governing-cum-economic units in
the world.! ‘The politics of interdependence’ means, then, how
actors make strategic use of interdependence with enough self-
restraint not to jeopardize the system of interdependence
itself.2 Thus ‘Japan’s politics of interdependence’ means how
Japan makes strategic use of interdependence guided by its own
standards of conduct. In this sense, this chapter is an attempt to
combine the following two intellectual traditons: the inter-
dependence literature? and the economic statecraft literaturet
to define Japan’s politics of interdependence.s First, I will sum-
marize three principles of Japan’s political conceptualization of
interdependence. Then I will illustrate them by some recent
examples. Thirdly, prospects for Japan's politics of inter-
dependence will be briefly discussed along with some dis-
cussion on the lines of research to be further explored.

Japan’s politics of interdependence

Internally generated strength as source of power

In order for interdependence to function without bringing
about excessive vicissitudes in the system as a whole, each
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participating unit needs to be equipped with internally gener-
ated strength. Needless to say, not all the participating units
enjoy sufficient internal strength. As interdependence requires
all the constituting units to interact with each other with inevitable
pressure toward intermittent structural adjustments, the ability
of each participating unit to cope with structural adjustments
must be central to any discussion on the politics of inter-
dependence. Not only the external economic policy but also
the internal economic policy must be taken into account in any
discussion of the politics of interdependence.® This principle is
salient to Japan’s politics of interdependence because of the
country’s history.

Looking back to Japan’s national development, one cannot
help but be impressed by how tenaciously Japan sought to
overcome what it regarded as unequal treatment in the world.”
Two most visible and symbolic experiences were extraterritorality
and lack of tariff autonomy, which had been imposed on Japan in
the mid-nineteenth century when it was forced to open the
country after two-and-a-half centuries of self-imposed isolation
from the rest of the world. It is not an exaggeration to say that
one major driving force of nineteenth-century modernizing
Japan was to become the master of its own people, territory,
and economy. Having been forced by gunboats to conclude
unequal treaties, Japan was eager to establish its self-reliance,
political, economic, and military. These efforts were to bear
fruit gradually as its nation-building proceeded. Extraterritoriality
was terminated toward the end of the nineteenth century. Tariff
autonomy was recovered in the first decade of the twentieth
century.

More fundamentally, Japanese leaders developed their idée
fixe in the nineteenth century to the effect that the world is a
competitive place where, unless well guarded and well pre-
pared to meet whatever challenges may come, one can be easily
and mercilessly victimized. Such was the thought of many Japan-
ese leaders when they saw the comparative development in the
nineteenth century and into the twentieth century of Vietnam,
Korea, and China on the one hand and japan on the other. In
order not to succumb to the bitter fate of these three neighbors,
Japan was to build and advance its own internally generated
strength. The subsequent experiences in the twentieth century,
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especially during the war and thereafter, seemed only to re-
inforce Japanese belief in the need for building internal
strength. Needless to say, in addition to the external stimuli
from international relations and the world markets, a number
of internal factors helped to sustain this developmental strategy
in the long term. They are first, high educational standards and
a highly trained labor force; secondly, a strong sense of national-
ism and loyalty and devotion to one’s organization, and thirdly,
relatively strong egalitarianism and collectivism.

The need for internally generated strength as a precondition
for healthy interdependence is recognized time and again
whenever Japan experiences externally derived economic dis-
turbances. The economic blockade of the 1930s and 1940s and
the discrimination against Japan until its accession to the GATT
in 1955 are still well remembered. Also the US embargo on
soya beans to Japan and the Arab embargo on petroleum in the
early 1970s revived memories of such experiences.

Market forces take command

One’s determination to be self-reliant is not necessarily the key
to success, even when some internal factors help to sustain such
a determination. The second principle of Japan’s politics of
interdependence is to let market forces take command. Unlike
Mao Zedong, the Japanese have not allowed politics to take
command in the long term because no political strategy can
succeed against market forces. In other words, as long as inter-
dependence is the system based on market forces, Japan should
not swim against it in the longer term. It should swim in the
same direction as the world market.8 In the shorter term Japan
might be able to swim against it. Or it might be able to turn the
tide of the world market somewhat in the shorter term. Yet
Japan’s politics of interdependence seems to rest in the belief
that policies matter only at the margin - if it is a fairly wide one
- and have temporary limited effectiveness. Rather more critical
importance is attached to intelligence about and analysis of the
world market at macro- and micro-levels and relating them to
the policy action that should or should not be adopted. Here I
am talking about both national policy-makers and business
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managers. Not only the latter but also the former are aware of
the primordial importance of this principle in playing the politics
of interdependence, whether they are interested in protecting
domestic political coalition patterns by temporarily limiting
market liberalization or making use of foreign pressure in pre-
cipitating domestic political realignment; or whether they are
interested in enhancing Japan’s freedom of movement by creat-
ing and making use of the web of interdependence with the rest
of the world; or whether they are interested in not asserting
themselves too much in their concern not to disturb and dis-
rupt the otherwise well-functioning web of interdependence.?

This belief does not seem to have changed very much even
since Japan became an economic superpower. Two things
should be distinguished here. One- is the small-country
assumption whereby a small country benefits most when it acts
according to the principle that its action does not have much
effect on the rest of the world, whereas the action of the rest of
the world makes an enormous difference to a small country.
The other is the self-restraint on the part of a large country in
not creating unnecessary disruptions to the web of inter-
dependence by its own ill-conceived, often selfish and some-
what arbitrary policy. Even if Japan is a large country, it is also a
country with a vested interest in the smooth functioning of the
world economy as a whole, since its interests are so closely tied
to the stability and prosperity of the world economic system. It
1s a country which is much more strongly constrained than
some observers might expect by the apprehension that unless
the web of interdependence is kept healthy and prosperous,
Japan’s future could become more uncertain and its position
even untenable. That 1s why such words as caution, prudence
and balance are more often heard from Japan than is normally
expected of a large country with limited dependence on the rest
of the world.

Since Japan is now in a position to affect the economy of the
rest of the world not inconsiderably,! such a statement might
provoke skepticism. Yet the second principle of Japan’s politics
of interdependence is not to exaggerate the power of policy on
the world market. Its policy efforts at generating and sustaining
its own internal strength are, however, somewhat different. This
is why some see Japan’s politics of interdependence as aiming
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primarily to generate competitive strength.!! Yet one should not
be misled by that notion into the belief that Japan’s politics of
interdependence always prescribes swimming against compara-
tive advantage. Rather, the picture that emerges from a meticu-
lous statistical analysis of comparative advantage and structural
adaptation!? points to the conclusion that Japan swims with
comparative advantage. To transform comparative disadvan-
tage into competitive advantage needs a whole range of good
intelligence about markets, overall national welfare assessment
of the industrial sector concerned, and administrative capability
to execute policies with continuity and improvised adaptability.1?

Covernment as provider of information and incentives to private actors

The government plays certain important roles. The third prin-
ciple of Japan’s politics of interdependence is the government’s
role in providing information and incentives to private actors.
After all, the most the government can hope for vis-a-vis private
actors is to guide them by providing them with good economic
and policy intelligence and by motivating them to actin the way
the government wishes by persuading them that they would
benefit from so doing in the long run.'* Needless to say, the
government may at times have a number of administrative and
non-administrative tools at its command. But its continuous
effectiveness is not just dependent on the government’s overall
power of regulation, permission, and subsidies. It is also criti-
cally dependent on the right advice on market direction and
policy relevance by means of incentives. For instance, if the
government wants private actors to place more direct invest-
ment in a particular area or country where risks are generally
considered to be high, the government might, for instance, legis-
late a policy package to which risk-absorbing insurance
schemes are attached, and offer firms free access to a host of
local investment-related data.

As interdependence relies so much on private actors playing
the game according to their imperatives on profits, market
shares, and employment, the government must come up with
the schemes to orchestrate private actors’ efforts so as to satisfy
them and also achieve the general policy goals of the govern-
ment. That is why the third principle is of crucial importance.
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Interdependence deals not so much with high politics where
the government is its own formulator and implementor of policy
action, as with low politics where private actors are their own
helmsmen. This partly explains why the politics of inter-
dependence tends to be reactive rather than proactive in many
cases, since the government often has to consult private actors
and, no less important, to watch and assess the direction of
market forces before it makes its decision. Since Japan’s foreign
policy is concerned with low politics or the politics of inter-
dependence to an unusually high degree, Japan is often charac-
terized as the reactive state.'s Needless to say, in addition to this
may be cited such factors as Japan’s low-profile diplomatic
tradition throughout most of the post-war years and the slow-
moving formation of a consensus at home.

In spite of such a policy, the government can blunder at
times. Some commentators even assert that the government’s
failure to act as a credible scheme-provider has in fact contri-
buted to the better-functioning of market forces.!6 After all, no
government is infallible or of boundless foresight. Yet, one
must also add that the Japanese government has often behaved
more decisively and effectively vis-d-vis private actors than some
other governments.

Three examples

The three basic principles guiding Japan’s politics of inter-
dependence are revealed in some recent examples.

China

Japan’s suspension of its official development assistance to
China shortly after the Tiananmen Square massacre of
protesters in June 1989 is understood better in the light of the
gradually deepening economic interdependence between the
two countries since the conclusion of the Peace and Friendship
Treaty in 1978.!7 Both sides have every reason to enhance eco-
nomic ties. First, China has a legitimate claim on Japan to
receive every possible kind of help in its ambitious modernization
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programme in the light of Japan’s historical debt to China.
China has reinforced its argument by abandoning its claim for
war indemnities from Japan. China believes it deserves the best
treatment from Japan of all the countries in the world because
of the debt of history.!# Secondly, Japan wants to see a stable
and friendly China. Japan’s help in China’s modernization is
expected to have some effect in that respect. Given the
difficulties Japan has wvis-g¢-vis the United States (because of
increasing competition) and the Soviet Union (because of
territories and general relationship), China’s stability and
friendship are deemed essential for Japan to navigate the sea of
rapid change toward the twenty-first century. Thirdly, Japan’s
private sector wants to see China develop as a good market in
the long term. The myth of the China market has been held by
many Westerners and Japanese for centuries. The Japanese are
no exception to this. Although their imitial optimism was
shattered very fast by 1980-1, when China’s economic trouble
forced it to terminate many projects with foreign participation
abrupdy, Japanese private sectors have been alert to economic
intelligence in the hope that one day China will become a good
market as a result of the gradually permeating Pacific dyna-
mism'? in which China’s coastal provinces are increasingly
sharing.?®

Fourthly, China’s modernization needs Japan’s economic,
technological and financial help. What China needs for success-
ful modernization includes many things in which Japan can be
of help.?! 1) Japan is China’s number-one trade partner.
Japan’s export of machinery and other intermediate products is
essential to Chinese manufacturing firms. The proportion of
China’s import of these goods from Japan has been very high.
China’s exports to Japan are essential for China to accumulate
foreign reserves. Its exports consist largely of petroleum and its
products and more recently of light manufactured products. 2)
Japan’s large-scale yen loan packages are indispensable to the
Chinese government to consolidate its invesuments in economic
and social infrastructures. The third package to be completed
for the period between 1990 and 1995 is one of those which
were suspended in 1989. In that year, the Chinese central gov-
ernment revenue was dependent on foreign loans by 4 per cent.
More than two-thirds of these were from Japan.?? With these
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suspended and with much tax revenue going to local govern-
ment and local firms rather than to the central government
because of its decentralization-oriented reform policy, the cen-
tral government had a hard time. 3) Japan’s direct investment
and associated technology transfer is essential to China’s devel-
opment. Japan’s direct investment has been somewhat cautious
in general compared to its trade relationship and its official
development assistance. Japanese business firms are deterred
by inadequacies in the business climate in terms of energy sup-
ply, transportation, communication, supply of parts, regulation
of domestic sales of products, difficulty of changing profits into
foreign currencies, and difficulty of hiring people according to
the preferences of Japanese management leaders. Thus Japan’s
direct investment in China accounts for only around 1 per cent
of total Japanese direct investment throughout the rest of the
world. Yet Japan’s direct investment in China has been second
for many years after Hong Kong’s. More recently, because of
Japan’s economic sanctions and because of Taiwan’s assidu-
ously pursued economic interactions with China, Taiwan’s
direct investment in China has been increasing very fast.

Given the background to Japan’s post-Tiananmen China
policy, its course is easy to understand. First, Japan does not
want to alienate or isolate China from the rest of the world
including Japan itself. Thus Japan’s protest to the Chinese
government was strong but brief and carefully phrased, some-
what different in tone from those of most Western govern-
ments. Secondly, Japan demonstrated its policy not to support
any governments which were too oppressive or aggressive in
part to dispel the oft-held image of Japan as doing business as
usual and in part to show its strong commitment to such values
as freedom and democracy in common with other industrial
democracies. For example, Japan suspended its ODA (Official
Development Assistance) to Vietnam in 1979 shortly afier Viet-
nam’s aggression in Cambodia; this suspension has continued
to the present except for humanitarian aids. Furthermore,
Japan is not unaware of the danger of disagreement with West-
ern countries on China, which is widely thought to have been
one of the major causes of war in the 1940s.

Thirdly, Japan is apparently conscious of the effect of sanc-
tions on the Chinese government. This is where Japan’s politics
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of interdependence comes in. As mentioned earlier, Japan’s
suspension of government loans has hit China’s central govern-
ment very severely. It is easy to understand that Chinese plan-
ners had immense difficulties with the national budget. With
renewed economic tightening and replanning some areas of the
economy, the central government has been trying to overcome
its difficulties. Yet Prime Minister Li Peng could not help but
express his complaint during autumn 1989 to one Japanese
business delegation to the effect that while Western countries
criticized China harshly on the Tiananmen incident but carried
on business as usual, the Japanese government criticized China
less harshly but Japanese business had dwindled significantly.
Li Peng pleaded that 100 million people should not be starved
by continuing the suspension.?? Japan seems to be aware of its
stronger position vis-d-vis China since the Tiananmen Square
incident. The Japanese posture had been somewhat defensive
until then because of its debt of history. China on the other
hand was somewhat more active, exploiting the Japanese debt
of history, in eliciting more aid, trade, and technology and even
leading one deputy foreign minister to resign for his comment
on Deng Xiaoping, who was said to be ‘above the clouds’. The
meaning was taken by Deng as alluding to his old age and his
inability to keep up with current affairs.?* Although there is no
sign that the debt of history issue has subsided since June 1989,
Japan seems to have increased its bargaining position vis-g-vis
China on the basis of China’s dependence on Japan’s help. The
result is an ironical twist of historical forces working between
the two: namely, Japan’s past misconduct creating its debt of
history to China, which in turn led China to exploitit to its own
advantage especially for its modernization efforts, which in turn
has created the strong web of interdependence and has led
China to curtail somewhat its erstwhile much harsher criticism
of Japan’s debt of history.

At the Western summit in Houston in July 1990, the Japan-
ese government announced its plan to resume its ODA to
China despite some opposition to it among the participants. A
number of factors led to the decision. First, Japan does not want
to see China suffer from long-term isolation and instability.
Secondly, the United States has been ameliorating its policy
toward China to a certain extent as exemplified by its decision
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on the one-year extension of the most favored nation clause to
China. The departure of Fang Lizhi and his wife, dissidents
who sought asylum at the US Embassy at Peking after June 4,
1989, first to the United Kingdom and then perhaps to the
United States with a pledge to the Chinese government not to
get involved in politics, is a further example. Thirdly, Japan
seems to recognise that the prolongation of sanctions is harmful
to the healthy interdependence of the two countries. If Japan is
seen as exploiting China’s vulnerability, then this will reinforce
Japan’s negative image as a ruthless exploiter of economic
weakness. That would not be advantageous to Japan in the long
term.

These results should not all be attributed to the skilful eco-
nomic statecraft of the Japanese government in an era of inter-
dependence. But three principles should be identified. First,
the Japanese belief in the need for self-strengthening is
exemplified in a preponderance of loans over grants. In their
view, giving grants in too large an amount spoils recipients.? If
they cannot manage loan repayments by industrializing the
economy rapidly and thus generating enough surplus through
self-discipline, then self-strengthening will not be achieved.
Secondly, the Japanese government’s belief in market forces
seems vindicated by increasing economic interdependence
created by mutual needs and the historical legacy, creating what
appears to be a basis for peaceful and stable relations. Thus the
Japanese government does not try to swim against the current
of the world market. Even if China believes that China should
receive the largest share of Japanese direct investment, the
Japanese government leaves business decisions largely to the
private sector. Thirdly, the Japanese government is adept at
using incenttves to the private sector in the form of creating the
markets for financing and manufacturing firms through official
development assistance. It can also bring about a more
favorable environment for the private sector’s direct investment
by concluding the investment protection agreement with the
Chinese government. By such an agreement what is called the
‘national treatment’ of Japanese direct investment is guaranteed.
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Japan and the United States, the two largest economies in the
world, have built an unprecedented degree of interdependence.
Yet their interdependence has been beset by many problems.26
One of the perennial issues impeding further consolidation of
their interdependence is trade, and there are other economic
issues too. The Structural Impediments Initiative (SII) Talks
between Japan and the United States resulted in an accord in
June 1990 designed to rectify those trade barriers which are
alleged to hinder foreign products and firms from penetrating
the Japanese markets. The accord obliges Japan to do a number
of things, which include: (a} gearing up public works expendi-
ture over the next decade; (b) moderating a number of regula-
tions on setting up big stores; (¢) enhancing implementation of
the Anti-Monopoly Law. They are considered by the United
States government as positive both in terms of accelerating
Japan’s market liberalization and as a means of reducing US
trade deficits vis-d-vis Japan. The questions arise why the US
government acted as if it were a Japanese opposition party with
consumer-oriented policy preferences trying to press the Japanese
government to remedy more vigorously some deficiencies in
Japanese market liberalization, and why the Japanese govern-
ment allowed the US government to engage in what might other-
wise be considered as interference in domestic affairs.

First, the United States has long demanded more vigorous
market liberalization by Japan,?” which has been liberalizing its
markets quite steadily, especially since the publication of the
Maekawa Report in 1986. For the past four years Japan’s
imports have doubled in total volume partly because of
renewed liberalization. Yet the US trade deficit vis-2-vis Japan
has not changed much, although Japan’s trade surplus has
been dwindling very steadily - almost down to half of the pre-
vious year’s level in winter 1990. Yet, not seeing any tangible
reduction of its own trade deficit vis-d-vis Japan, the United
States wanted to remedy further some alleged non-tariff bar-
riers since most tariff barriers for manufactured and other
products have been removed, making Japan the most thoroughly
liberalized of all OECD countries. Since the US government
faces a Congress very critical of its handling of trade deficit
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issues vis-d-vis Japan, it is thus forced to act vigorously in this
respect while not jeopardizing overall the friendship between
the two countries.

Secondly, the Japanese government wants to accommodate
the US government’s demands on structural impediments as
much as possible since Japan needs the continuing friendship
with the United States.?® Yet the domestic opposition to those
demands abound, especially within the government itself.
Those ministries with vested interests in regulation of stores
and monopoly on budgeting have resisted hard. Those private
sectors most likely to be damaged if such demands are to be
tully implemented have resisted no less vigorously. Thus prior
to the SII spring talks of 1990, much had to be done in terms of
‘massaging’ the domestic resistance. The very ‘backward’ opposi-
tion of ministries had to be softened by a series of actions such
as meetings and telephone calls on the part of high-ranking
politicians including Prime Minister Toshiki Kaifu, President
George Bush, Noboru Takeshita, a former prime minister, and
Shin Kanemaru, former Deputy Prime Minister. They were
concerned about a possible adverse effect on Japan-US rel-
ations by accommodating US demands only grudgingly and too
late. The concern was shared by three actors in Japan: Prime
Minister Kaifu whose power base was so weak that he had to
rely more on the support of public opinion and diplomatic
saliency; the Takeshita faction, the largest faction within the
governing party, which has had to act behind prime ministers
who are from very minor factions (it has held the prime
ministership only twice between 1972 and 1990 - from 1972-4
and from 1987-9 - while between 1955 and 1972 the largest
faction produced most prime ministers except for two months
in 1957 and 1958);?° and the Ministry of Foreign Affairs, whose
power base is weak at home and which has to rely on the prime
minister’s authority to win over domestic agencies.?

Both the US and Japanese governments, especially the Foreign
Ministry and the State Department, were very eager to keep
things moving forward, because of strong opposition at home
to what are considered to be humiliatingly conciliatory gestures
to the adversary. After all, both Japan-bashers and US-bashers
represent an important fraction of the strong opposition to
these two governments. However, these two governments
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believe that the robust interdependent relationship of the two
countries is to be one of the cornerstones in managing the
world economy and that most other matters have lower priority.

Japan’s politics of interdependence is applied to Japan-US
relations most saliently. First, Japan wants to rely on internally
generated strength, departing from its overdependence on the
United States, which was deemed to be excessive especially during
the decade beginning in the mid-1970s. The most dramatic
realization toward that goal was a steady increase of domestic
demand in total GNP. Export dependency has been on the
steady decline for the latter half of the 1980s, while for the dec-
ade between the mid-1970s and the mid-1980s the figure was
unusually high even in comparison with those figures in the
1950s and 1960s. The higher petroleum prices and the tighter
fiscal policy during the decade made Japan’s reliance on
exports extraordinary and extreme. Yet what is becoming
increasingly clear is that with the steady expansion of domestic
demand, Japan’s dependence on imports has been decreasing
very steadily (6.3 per cent of GNP). What is worthy of note is
that the comparable figure for the United States is 9.4 per cent
and that the United States’ dependence on the rest of the world
has been on the steady rise. In other words, if the import/GNP
ratio be taken as the indicator which allows one to count the
United States as a continental economy, then Japan is a quasi-
continental economy. The expansion of domestic demand has
been achieved in part because Japan wanted to rely less on
exports and less on the United States in order to make Japan-
US interdependence more balanced and healthy.

Secondly, Japan wants to swim with world market forces.
Since market liberalization has been the major current of the
world economy, this is understandable. Besides, Japan has
every reason to do so for internal reasons as well, since a highly
regulated economy does not fit the status of a most advanced
country. Japan’s market-conforming behavior is very clear
when one looks at structural adjustments since 1973. The first
oil crisis hit Japan hard. Against all the prophets of that time at
home and abroad, pointing to the imminent collapse of the
Japanese economy without its own internal petroleum supply,
Japan emerged strong by 1975 by remarkably trimming energy
consumption in manufacturing and transportation. What was
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called the ‘high yen revolution’ during the first Reagan prest-
dency, whereby the deliberately cheaper dollar policy was pur-
sued by the United States, made many Japanese apprehensive
about whether manufacturing firms could cope with the high
yen exchange rate when the world economy was in deep reces-
sion and the Japanese economy was more dependent than
usual on exports. Yet not only Japanese firms achieved an
enormous degree of efficiency in terms of trimming all kinds of
costs but the Japanese economy as a whole also completed
structural adjustments fairly smoothly. Amid the booming of
domestic demand during the latter half of the 1980s and into
the 1990s, came the demand for restructuring economic and
social institutions in the form of sector-specific talks and talks
about structural impediments initiatives. These forces have
been acting an an impetus for Japan to reexamine those some-
what outmoded and yet politically retained institutions, especially
in conjunction with the efforts at political reforms including the
electoral system and party funding. It looks as if the SIT talks
will have some beneficial results for Japanese consumers to a
certain extent, while their effects on US trade deficits will
remain a moot question.

The point here is that Japan swims with the tide, not against
it. By so doing Japan has been able to adapt, on the whole quite
adroidy, to the dauntingly rapid structural changes in the world
markets. Although the Japanese government has often been
described as ‘the reactive state’ in foreign economic policy for-
mation,®! it is often vindicated since the government has to con-
sult private actors who must take all responsibility for their
decisions by themselves, irrespective of the government’s
wishes and requests. Thus even though the Japanese govern-
ment at times seems slow in making its foreign economic policy
decisions, the Japanese economy as a whole has been most suc-
cessful in swimming with the tide of the world market, because
private business firms have been assiduous in assessing the
markets and making their decisions. The politics of inter-
dependence seemns to rest more on balance and caution in market
behavior than on thrust and boldness in political leadership.

Thirdly, the Japanese government has been relatively skilful
in using its own power to influence private actors in the direction
in which it likes to see them move. Thus, when foreign criticism
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of Japanese export-led growth and Japanese trade surplus
mounted during the late 1970s and mid-1980s, the Japanese
government got ready to import more from abroad through
what might be called suggestive administrative guidance. It was
active in doing this by providing information on products and
suggesting some targets, related to the percentage of imports
over all the parts they use in manufacturing, to be achieved by
each firm. Although it is not quite clear whether the increase in
Japanese imports has been achieved largely on account of the
government’s exhortation of private actors, the government
does play a positive role in this way. The amount of imports
doubled between 1985 and 1989. With the rise of the Japanese
yen vis-d-vis the US dollar, its own domestic demand increased
its weight very steadily. Furthermore, the Japanese government
showed its benign neglect of the steeply rising price of land in
Tokyo, thus helping many land-holding firms to get an
immense amount of profit and thus enhance their financial
position globally. The capital surplus thus accumulated and the
high exchange rate of the Japanese yen, in addition to the need
to allay foreign criticism of the accumulating trade surplus,
have encouraged many Japanese firms to place a large amount
of capital in foreign direct and portfolio investment, especially
in the United States. Furthermore, Japanese institutional invest-
ors have found it profitable to purchase Treasury bonds, thus
enhancing the US government’s dependence on Japan and par-
tially offsetting Japan’s over-reliance on the United States in
trade, technology, and security.’? At the same time, the Japan-
ese government and firms tried hard to diversify their export
markets throughout the world. Japanese trade, aid, investment
and financial networks have helped other Pacific Asian
economies to grow and the balance has shifted accordingly in
favor of Pacific Asia.3® The Japanese government has been try-
ing hard to encourage firms to move into the European Eco-
nomic Community before a higher wall is built toward 199234

Eastern Europe

In January 1990 Prime Minister Toshiki Kaifu visited two East
European capitals, Warsaw and Budapest, pledging Japan’s
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loan package to Eastern Europe which has been trying to
replace its old command economies by more market-oriented
economies. The package is an ingenious one in a number of
senses.?> First, Japan wants to Increase its say in European
affairs. In an era of global interdependence Japan, having eco-
nomic stakes in virtually every corner of the world, cannot
atford to sacrifice global interests in favor of geographically nar-
row regional interests. No regionalist orientation would work.
Japan’s globalist orientation could not possibly leave Europe
untouched by Japan. Japan’s aid to Eastern Europe would help
it to trade with Europe more vigorously. It is important especially
in light of the still pervasive image of Japan as a selfish free rider
and in view of the dictum, ‘a friend in need is a friend indeed’.
Eastern Europe is facing all kinds of economic shortage.
Japan’s economic vigor and its anti-Russian (anti-Soviet) and
non-colonial past in the region seem to make Japan a very popu-
lar nation in some of the East European countries. For instance,
in Poland Japan is ranked at the top of all nations in the world
in terms of its favourable image.% Western Europe is pre-
occupied with its own affairs, looking toward 1992 and further
and is not particularly well-endowed financially especially as a
reunifying Germany is preoccupied with its own financial prob-
lems. The newly-created European Development Bank is said
to be thinking about Japanese contributions, if not its voice or
vote. The United States has been concerned about its trade and
government deficits which are of monstrous proportions.
Secondly, Japan’s economic presence might make it easier
for Japan to improve its relations with a further integrated
European Community toward 1992. When Eastern European
countries want to strengthen their ties with the European Com-
munity and when East Germany becomes a member of the
Community, it might turn out to be a very good strategy.
Thirdly, enhanced ties with East European countries might lead
the Soviet Union by example to developing closer economic
ties with Japan. Japanese assistance in Eastern Europe seems to
be reducing the Soviet suspicion of Japan. As a matter of fact,
the Soviet Union has been moving in the direction of receiving
economic assistance from European countries and suggesting
to Japan the kind of scheme that was applied to China in 1978,
namely, the extension of large-scale economic assistance and
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participation in order not to destabilize the country further.
The Western summit at Houston in July 1990 has made it clear
that continental Europeans are eager to assist the Soviet Union
financially and otherwise whereas others, namely, Japan, the
United States, the United Kingdom and Canada offer what is
called ‘intellectual and technical assistance’ to it, but not financial
aid. Fourthly, Japanese economic participation in Eastern
European countries will help to moderate German economic
predominance in the region. Already the Japanese are the sec-
ond largest lender to Eastern Europe, after West Germany.

One of the advantages of this loan package is that the govern-
ment pledges to insure companies against loss incurred by ventur-
ing into the region, but unless firms move into the region,
either with direct investment or loans, no great expenditure is
necessary. The government seems to foresee that Japanese firms
will not go there in large numbers anyway, given the extra-
ordinary range of difficulties in restructuring the economies.3?
It also squares with the Japanese belief that not much trust can
be placed in the effectiveness of grants in generating sus-
tained economic development. According to that belief, local
economies should be able to produce more surplus than just
sufficient to continue to service debts. Thus the design of the
package is such as to make it largely dependent on market
forces functioning in the local economies as well as in the Japan-
ese economy. Yet the pledging of the loan package is not only a
political plus to Japan. But also in the longer term it is beyond
doubt that some Japanese business firms will find and develop
their business there. Given the small size of GNP in the region,
any Japanese economic participation even of small size by Japan-
ese standards will make a fairly large impact on the local
economies.

Conclusion

This chapter has argued that the three principles guiding
Japan’s politics of interdependence are: the Japanese willing-
ness to rely on internaily generated strength which is of his-
torical origin; the Japanese belief in market forces determining
a large percentage of the outcome of interdependence and thus
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not exaggerating the power of policy in altering market forces,
which can come only via internally generated strength; and the
Japanese government’s skill in motivating private actors to
move in the direction the government prefers by giving infor-
mation and incentives to them. The three principles have been
illustrated if very briefly by the three examples: China, the
United States, and Eastern Europe. My discussion on the three
principles seems to suggest that in order better to understand
Japan’s politics of interdependence, at least three kinds of liter-
ature have to be further examined. First is the history of economic
thought governing Japanese industrialization and moderniz-
ation. Japan’s economic experiences seem to provide a good
example of the indigenous developmental model, or an anti-
dote to the dependency model.3® The second is the theory and
practice of interdependence. The strategic aspect of inter-
dependence especially must be further explored.?® The third is
the theory and practice of public policy or government-
business relationship.4®

Then, what are the prospects for Japan’s politics of inter-
dependence? In order to see them better, it will be useful to
examine the prospect for each of the three guiding principles, if
briefly. First, Japan’s preference for relying on internal strength
will become more salient as its own economic sirength
increases. Secondly, Japan’s adroit use of market forces by
swimming with the current will not change much unless Japan
overestimates its own political power. Thirdly, the Japanese
government’s ability to influence private actors at home will
decline somewhat as the private sectors become increasingly
stronger vis-d-vis the government. To sum up, Japan’s politics
of interdependence will not change very much in the 1990s. But
the combination of growing economic strength, its possibly
already developing hubris, and its declining grip on the private
sector may augur il for its successful performance into the
1990s and beyond.
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Shaping and sharing Pacific
dynamism

Dynamism - this is the best single word to characterize the evo-
lution of the Pacific region over the past decade. Economic
growth, trade expansion, and exchange-rate movements - the
rise of most currencies in the Pacific region against the US dollar
- demonstrate the profound importance of the Pacific region in
shaping global adjustments of international relations and the
world economy.!

Dynamism contains both positive and negative aspects.? Posi-
tively, it means vigor and aggressiveness. Negatively, it means
uncertainty and unpredictability. Because Pacific dynamism
brings increasing prosperity to the Pacific region and to the
entire world with its vigorous growth and expansion, it is
termed positive. From this side of the looking glass, forging
economic interdependence with a prosperous economic region
brings economic benefits. The dramatic expansion of the Japan-
ese market and, to a lesser degree, the markets of South Korea
and Taiwan promotes the absorption of manufactured goods
from the rest of the world: Japan’s share of manufactured
goods in total imports for the period 1979-88 has increased
from 26.0 per cent to slightly higher than 48.0 per cent.?

At the same time, the very vigor and aggressiveness of this
economic activity has been helping to create uncertainty and
unpredictability in the whole arena of trade and even some-
times in security arrangements. The awesome Pacific economic
growth and trade expansion in manufactured goods for the last
decade and, more recently, the staggering trade surplus and
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financial power of Japan, Taiwan, and Korea have been causing
a variety of counteractions from various countries. Thus, from
the other side of the looking glass, the rapid emergence of com-
petitive economic actors has been enormously disruptive, forcing
the rest of the world to counteract with other means. One
strong piece of evidence is the surge of protectionism and
regionalism throughout the world in the last couple of years.
Other examples range from the inability of the Uruguay Round
on the General Agreement on Tariffs and Trade {GATT) to
come to accord for midterm review in December 1988, to the
open militancy of Americans against Pacific Asians and West
Europeans using their unilateral interpretations of unfair trade
practices, to the ratification by the Canadians of the US-Canadian
bilateral free-trade agreement in December 1988, and finally to
the increased self-confidence of West Europeans in devising
trade and investment rules of their own toward further Euro-
pean integration in 1992,

In the rest of this article, I shall first describe the three major
features of Pacific Asian economic relations. Then I shall
analyze how the somewhat weakened leadership of the two
superpowers affects the course that Pacific dynamism will take.
Third, 1 shall focus on the considerations and calculations of
the Japanese in shaping and sharing Pacific dynamism and in
adapting to the counteractions of the other major actors. I shall
place the Japanese conceptions of Pacific dynamism first in a
historical perspective, second in relation to longer-term scenarios
of Japan’s place in the world, and third in the context of current
policy alternatives.

Three major features of Pacific dynamism

In focusing on intra-Pacific economic interactions, three major
features emerge: the flying-goose formation of economic
growth, the enhancement of horizontal interactions within the
Pacific Asia region, and strains between the Pacific Asia region
and other parts of the world, particularly North America and
Western Europe.
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The flying-goose formation

The well-known phrase ‘flying-goose formation’ was invented
by Kaname Akamatsu to characterize the development pattern
of East and Southeast Asia.* Like flying geese forming a tri-
angular pattern headed by their leader, Pacific Asian develop-
ment is spearheaded by Japan, which is followed by the Asian
newly industrializing countries (NICs), including South Korea,
Taiwan, Hong Kong, Singapore, Malaysia, and Thailand, and
now is followed increasingly by some other countries of the
Association of Southeast Asian Nations (ASEAN) and, to a far
lesser degree, China, Vietnam, North Korea, and the Soviet
Union. Dynamism diffuses from Japan to Korea, Taiwan, Hong
Kong, and Singapore, and further to Malaysia, Thailand, Indo-
nesia, the Philippines, and Brunei as well as to China, Vietnam,
North Korea, and the Soviet Union. Uneven development in
Pacific Asia has forced countries to focus energy on those indus-
trial sectors nascently competitive with the rest and to gain from
exports in a gradual fashion when its own market is not suf-
ficiently large. The open and large market of the United States
and the US-led free-trade regime have been indispensable to
this pattern of economic development.

There are two other mechanisms in this development pat-
tern: 1) the success of early starters in Pacific Asia has been
emulated selectively to accelerate the latecomers’ catch-up pro-
cess; and 2) the gradually lost competitiveness of early starters
in some sectors enables latecomers to rise through the former’s
shift of production site from home to the latter. Thus, for
instance, some Japanese electronics firms used to produce
goods in Taiwan and Korea when Japanese wages and other
costs soared, but as Taiwanese and Korean costs steadily rose,
they began to operate more in Thailand and the Philippines.
UNIDEN, an electronics company based in Japan, is now in the
process of shifting all its production sites from Taiwan and
Hong Kong to the Philippines and China, thus diffusing eco-
nomic benefits to the Philippines and China as well.5
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Horizontal interactions enhanced

As Pacific dynamism has unfolded to the entire region, the
intraregional interactions in Pacific Asia have increased dramat-
ically. Foremost in importance among them is the increasingly
horizontal relationship between Japan and the Asian NICs, as
exemplified by the dramatic increase in Japan’s importation of
manufactured goods from Asian NICs and ASEAN countries,
registering around 50 per cent per annum since 1985.6 There
has also been a drastic decrease in exports from the Asian NICs
of Korea, Taiwan, and Hong Kong to the United States as a pro-
portion of their total exports, decreasing to one-third in 1988
from the level of one-half in 1985.7 Among the Asian NICs as
well, the complex trade pattern has emerged so as to make each
country a horizontal trade partner of the others; such a relation-
ship obtains especially between Taiwan and Korea. Although
the size of such trade has not become as large as that in the
European Community, the direction of the movement has
become unmistakably clear. Also not to be overlooked are the
vigorous moves by the Asian NICs in trade with, direct invest-
ment in, and, more recently, economic aid to some ASEAN
countries, China, North Korea, and Vietnam. For instance,
Taiwan is now first in terms of direct investment flows in the
Philippines, surpassing both Japan and the United States.
These moves are positive, as they help shape the region with
regional resources rather than relying too heavily on extraregional
markets. They are positive also as they make the angle of the
flying-goose formation less acute and more obtuse, helping to
foster a sense of equality.

Strains and stresses with other major partners

Pacific Asia must cope with the increasing salience of stresses
and strains in its relationship with North America and Western
Europe. In terms of saving rate, growth rate, trade surplus, and
financing power, Japan and the Asian NICs are clearly one of
the destabilizing forces in the world economy just as the United
States and debt-ridden middle-income countries are at the
other extreme. Pacific Asia has thus become party to trade fric-
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tions. As the United States increasingly resorts to what is called
aggressive bilateral peacekeeping in trade,® frustrated as it has
been with the GATT’s multilateralist experiences for promoting
market liberalization, these stresses and strains are most likely
to continue to exist. Not only the issue of trade surplus but also
all sorts of other issues characterize the rapidly intertwining
economic partnership between Pacific Asia on one hand and
North America and Western Europe on the other. They include
intellectual property, direct investment codes, service trade,
agricultural subsidies, exchange-rate regulation, non-tariff bar-
riers, industrial targeting, specific reciprocity, inward-looking
regionalism, and block formation through bilateralism.

Three features are important when we look into the consider-
ations and calculations of Japan concerning Pacific dynamism.
First, the still-unfolding pattern of uneven development in
Pacific Asia means that Pacific Asia continues to have enormous
room for activating and intensifying regional economic activities
within itself. In other words, much remains to be exploited in
Pacific Asia to keep its dynamism moving forward. Second, the
increasing intraregional transactions, when accompanied by the
relative weakening of superpower dominance and confrontation,
mean the potential divergence among Pacific Asians on how to
give order to a still-fluid Pacific dynamism. In other words,
given the increasing prospect for the Americans to preoccupy
themselves with the less than enlightened long-term globalist
viewpoint, Pacific Asians might find it somewhat more difficult
to organize themselves while coping with counteractions from
the rest of the world to the very Pacific dynamism it has been
creating.

Japanese calculations: looking backward

To examine Japanese calculations, it is necessary first to point
out thar Japan lives in Pacific Asia with bilateral Japanese-US
ties in economic, technological, and security arenas kept per-
haps incredibly high. A defeated nation with a developing-
country status, Japan since 1945 has had to rely almost entirely
on the generally favorable international environment that the
victory of the Allied Powers, especially the United States,
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brought about. The most important elements of this environ-
ment were the security umbrella and the free-trade regime.
Bilateral interdependence has been further enhanced as Japan
has moved up from a developing country to a country whose
gross national product is more than one-half that of the United
States and whose per capita income has surpassed that of the
United States. Two major factors have contributed to this out-
come,?

Japanese shyness on security matters

The first factor is that by defeat and occupation - and by
instinctive habit and cunning calculation - Japan has been
accustomed to being shy about security and military matters
since 1945. Japan’s Self-Defense Forces (SDF) have been built
primarily to satisfy the needs of the United States, first as an
occupying power and later as an ally. They are not primarily for
the defense of Japan but more intended to enhance the US mili-
tary forces confronting the communist bloc. Even now the pri-
mary task of the Japanese SDF is to assist the US armed forces
in the Far East and the Pacific to meet emergencies in the Pacific
and around the globe. One telling fact is that the US forces in
Japan are not in a position to help the Japanese land SDF on
Hokkaido. Rather, they adopt a forward strategy whereby they
would attack the Soviet forces deep in Soviet territories and ter-
ritorial waters, with Japanese land SDF remaining vulnerable to
attacking Soviet forces. Only after such an attack could the US
forces start their counterattack. The Japanese maritime SDF are
not equipped to make amphibious operations on Hokkaido
under heavy Soviet onslaught. Both the command structure
and the force structure of the Japanese SDF clearly demonstrate
that they exist as one component - indispensable to be sure - of
the US international security network.

Recent military buildup

The steady Japanese military buildup over the last decade now
gives Japan number-three status after the Soviet Union and the
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United States in terms of military expenditure. It is clear that
Japan spends enormously for defense, but much of the expend-
iture goes to personnel, while the bulk of non-personnel
expenditure goes to the purchase of some of the most sophisti-
cated and thus most expensive weapons from the United States.
This pattern of Japanese military buildup has been reinforced
by the more recent criticism from abroad that Japan is a free
rider of the Western alliance and that Japan should contribute
more to the collective defense by shouldering more of the security
role. The Japanese government has to cope with three things at
the same time: 1) strong pacifism at the grass roots; 2) the still
intermittently expressed reminder from abroad of the Japanese
psychological debt of the last war; and 3) criticism of being a
free rider in the Western alliance. The result has been this
peculiar pattern of Japanese defense buildup.

Evidence of Japanese determination to meet its own defense
needs can be seen in at least two areas: the resolve to manu-
facture its next fighter support FSXs in collaboration with the
United States, yet with much more local content than its
counterpart likes to think, and by its vigorous emphasis on the
forthcoming midterm defense estimate on the need for land-
based equipment with highly sophisticated weapons allowing
for the disabling of attacking forces before they reach Japanese
land.! These developments exemplify some of the Japanese
adjustments to a changed international environment. At the
same time, it remains impossible to think of the Japanese SDF
without the US component. The Japanese constitutional pro-
hibition, the near insanity of hollowing out the alliance with the
United States, and the long-distance, fast-moving nature of
military technology all inhibit any solitary view of national
security in any strict sense of the word.

Unprecedented Japanese-US economic interdependence

The second factor in the bilateral interdependence is that the
economic interdependence with the United States is perhaps
unprecedented in human history. Not only trade with and
investment in each country by the other but also a huge amount
of Japanese purchasing of US Treasury bonds and an inestimable
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amount of financial trading now take place across the Pacific.
The two largest and most vigorous economies of the world have
every reason to increase their economic transactions with each
other. Furthermore, the not-so-strange coincidence of Japanese
weakness in security and American relative weakness in eco-
nomic matters has reinforced Japanese economic dependence
on American economic health and wealth with an astonishing
speed and magnitude. To save the US dollar from falling so
rapidly, Japan has been intermittently spending an enormous
amount of money through monetary intervention. To liberate
themselves from protectionist measures, many Japanese firms
have made direct investment in the United States - no other
country has so vigorously invested in the United States. The
more money Japan places in the form of US dollars for what-
ever reasons, the more interdependent Japan and the United
States become and the more difficult it is for them to dis-
entangle themselves from the higher risk of losing an incredible
value of their dollar assets overnight, given the somewhat shaky
shape of the deficit-ridden US economy.

Lax US economic management

To many Japanese the problem is that the United States does
not seem to manage its economy as they would like it to do. The
major points of the Japanese message are the need for a drastic
reduction of various expenditures including defense, the
introduction of a major tax increase, the restraint of con-
sumption through recessionary macroeconomic management,
and improvement in business management and labor relations.

Some serious Japanese have begun to think about some drastic
unilateral measures to discipline the somewhat lax Americans
to tighten their economic management. One such move would
be raising Japanese interest rates to combat quickening global
inflation, which would then set off a managed decline in the
dollar and US bond and stock prices, forcing the United States
to cut its deficit. A more moderate step would have the United
States issue bonds denominated in foreign currencies. With, for
instance, yen-denominated bonds, the US government could
not reduce its financial burden of debt simply by printing addi-
tional money.!!
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Japanese calculations: looking forward

It is useful to recall what kind of calculation was made by Prime
Minister Yasuhiro Nakasone during his tenure of 1982-7 when
his policies of economic liberalization and alliance partnership
were forcefully executed.!? First, he correctly foresaw the bene-
ficial aspects of American Japan-bashing with respect to market
liberalization and privatization of government-regulated sec-
tors. Not only would economic liberalization help Japan to
avert criticism from the United States and others against Japan’s
alleged protectionism, mercantilism, and free riding, but it also
would help raise Japanese competitiveness. Second, his pro-US
defense efforts would help Japan to skirt criticism from the
United States and others for being a free rider and also set the
physical and organizational foundation on which to build
stronger Japanese SDF while avoiding suspicion and criticism.
As someone who had prepared 32 notebooks filled with what
he would do as prime minister prior to his ascension to power,
Nakasone was clear about his long-cherished nationalistic
goals: more economic competitiveness and stronger SDF.

Needless to say, no fundamental reversal of power between
Japan and the United States has taken place during or since
Nakasone’s tenure despite his success in enhancing Japan’s
economic and military power. But the continuing economic
difficulties of the United States and the steady movement
toward a US-Soviet detente, along with the rise of Pacific Asia
with Japan as its core driving force, have posed Japanese leaders
one question: what direction should Japan take?

Japan'’s scenarios for the future

This is not an easy question to answer, and it has led Japanese
leaders to think about Pacific dynamism much more seriously
than before. To answer the question, Japanese leaders have to
solve a complex set of equations involving at least three major
variables: 1) economic and technological dynamism of major
countries, especially Japan and the United States; 2) prospects
for the dominant military technology or the possibility of nulli-
fication of nuclear arsenals either through the US-Soviet
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detente or through revolutionary breakthrough similar to the
Strategic Defense Initiative; and 3) the debt of history as a con-
straining factor.!® These are key variables in their design of
future scenarios. Very briefly, they envision four major scenarios
of the future in which these variables play key roles: Pax Ameri-
cana phase 2, bigemony, Pax Consortis, and Pax Nipponica. I
will discuss the subject more fully in Chapter 8.

Pax Americana phase 2 is a scenano of revival of American
power, if in a somewhat reduced form, helped importantly by
Japan’s economic power. Bigemony is the condominium of the
world by the United States and Japan in both economic and
security arenas. Pax Consortis envisages the loosely and flexibly
aligned sets of major countries concerned in major issue areas
where no one is predominant. Pax Nipponica is a world where
Japan enjoys a preeminent economic position with nuclear
arsenals somehow nullified. My overall scenario is that in the
intermediate term of a quarter century, Pax Americana phase 2
and bigemony are feasible whereas in the longer term of half a
century, Pax Consortis and Pax Nipponica may become more
teasible. Economic and technological dynamism is very impor-
tant in differentiating Pax Americana phase 2 and Pax
Nipponica. Nullification of nuclear arsenals is crucial in making
feasible both Pax Consortis and Pax Nipponica because with-
out it the two superpowers cannot remain the formidable
actors. The debt of history may be crucial in differentiating Pax
Americana phase 2 and bigemony since only without it can
Japan become a full-fledged global military power along with
the United States.

Japanese calculations: current policy alternatives

Along with these kinds of long-term scenario, there are short-
term policy-oriented calculations. More concretely, two major
dimensions that discriminate the four major foreign policy orien-
tations are: 1) favoring alliance with the United States versus
opposing alliance with the United States and 2) trilateralism
versus Asianism.!4 The first concerns how closely Japan should
align its positions with the United States while the second con-
cerns how much weight Japan should give to Pacific Asia. In
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other words, the first has to do with the distance Japan should
take from the United States while the second has to do with the
interest Japan should give to Western Europe, one of the three
pillars of industrialized regions.

Four policy alternatives

In the space created by these two dimensions, there are four
quadrants that represent major policy alternatives currently dis-
cussed in Japan: 1) the northeastern quadrant represents the
thinking that emphasizes the bigemonic integration with the
United States and the disinclination to institute some form of
Pacific Asian community; 2) the northwestern quadrant repre-
sents the inclination to take distance from the United States in
security affairs but to enhance the basic trilateral economic rel-
ations; 3) the southeastern quadrant represents the policy line
of retaining and even enhancing the security ties with the
United States while in economic matters Pacific Asia is given
much more stress than Western Europe or sometimes even
North America; and 4) the southwestern quadrant represents
the thinking that belitdes the Japanese-US alliance and
upgrades the economic ties with Pacific Asia. The northeastern
quadrant is sometimes called the begemonic scenario whereas
the northwestern is often called the Gaullist scenario. The
southeastern scenario is sometimes called the Pax Americana
phase 2 scenario while the southwestern scenario is called the
Pacific Asian scenario. If the Gaullist scenario is remolded in a
cooperative and conciliatory spirit, it becomes more compatible
with Pax Consortis, whereas if the Pacific Asian scenario
becomes globalized, then it becomes more compatible with
Pax Nipponica.

Two major policy agendas

These issues in Japanese thinking about Pacific dynamism can
be grouped into two basic dimensions: 1} how to maintain and
enhance the friendship with the United States without being
wholly subjected to what Japanese see as the somewhat aggressive,
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irresponsible, or erratic policy lines of the United States both in
security and in economics; and 2) how to foster the good,
neighborly relationship with Pacific Asia in light of its continuous
dynamism and the uncertainty associated with world economic
health.

Japan is somewhat uneasy about the economic difficulties of
the United States and what it sees as lax economic manage-
ment; Japan is similarly uneasy about the prospect of the US-
Soviet detente and its ramifications for the Japanese-US security
reaty and Japan's anti-Soviet defense buildup - and the possible
emergence of a quadrangular balance-of-power situation in the
north Pacific. In relation to the weakened leadership of the
United States, Japan is concerned about the prospect of the
possiblity of Japan’s further involvement in international
peacekeeping operations, whether along with the United
Nations peacekeeping forces or with the United States armed
forces or independently. On protectionism, Japan is concerned
about what it sees as the abuse of unilateralism, such as the
unfair-trader charge based on clause 301 of the Trade Act, and
the frequent resort to bilateralism, taking advantage of its own
security hegemony over allies, as is sometimes suspected of the
US proposal for a bilateral free-trade agreement. Japan is con-
cerned also about the possibilities of inward-looking regionalism
and malign protectionism in Western Europe and, to a lesser
extent, in North America - and Japan is increasingly convinced
of the need to enhance the regional basis on which it may be
able to absorb or mitigate some negative consequences of
inward-looking regionalism and malign protectionism that
might get momentum in other regions of the world. On Pacific
Asia, Japan is concerned about the negative feeling occasionally
expressed there about Japan’s debt to the region and about the
constraints these feelings create for Japan’s attempt to enhance
what it terms regional cooperation in Pacific Asia.

The basic problem confronting Japan is the paradox of dyna-
mism. Namely, the very dynamism that Japan and Pacific Asia
now demonstrate helps to create the kind of uncertainty and
unpredictability of the world economy and international rel-
ations that may undermine the very foundation of the prosperity
that Japan and Pacific Asia now enjoy. Pacific dynamism invites
counteractions from major actors: US bilateralism, Europe’s
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regionalism, and the superpowers’ detente, all intended either
to enable self-restructuring and acquire competitiveness or to
bring in self-closure and rest in benign protectionism ~ or both.
To see the outcome of these complex Pacific interactions now
unfolding, one needs to wait.

This chapter has had the modest purpose of explicating Japan-

ese calculations concerning Pacific dynamism.
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Sino-Japanese relations:
problems and prospects

The year 1989

If the late Zhou Enlai was correct in claiming that it is still wo
early to assess the significance of the French Revolution of
1789, it is much too early to assess the significance of the year
1989.1 Yet, in 1989 so many seemingly important events took
place that the year is likely to be regarded as the turning point
of the period since 1945. These events included the deepening
of US-Soviet detente, the breakup of the Soviet empire, the
breakdown of barriers between East and West Germany, grow-
ing West European integration, and the disengagement of the
United States and the Soviet Union from confrontation in the
Third World. The Tiananmen Square incident and its impact
on Sino-Japanese relations must also be included in any assess-
ment of 1989.

Although it is too early to evaluate fully the impact of the
Tiananmen Square incident on the Chinese development and
on Sino-Japanese relations, it does not seem too impetuous to
claim that 1989 stands as a clear watershed in the evolution of
Sino-Japanese relations since normalization of diplomatic rel-
ations in 1972. At the same time, it is also undeniable that cur-
rent Sino-Japanese relations are full of uncertainties, as both
domestic and international forces shaping their bilateral rel-
ations are best characterized as fluid, With these caveats in
mind, I will nevertheless attempt to characterize Sino-Japanese
relations and to speculate on their future course.
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Problems

Three sets of problems have surfaced throughout the evolution
of Sino-Japanese relations in the post-war period: 1) the debt of
history, 2) economic interdependence, and 3) the strategic con-
figuration of power in the region. In this section I will briefly
summarize the basic nature of these problems.

The debt of history

Casting its shadow over the entire spectrum of Sino-Japanese
relations, the debt of history refers to the negative record of
Japanese actions toward the Chinese and other Asian peoples
during the 1930s and 1940s. A problem arises because both
countries entertain very different notions about the debt of his-
tory.2 The Chinese regard it as a cardinal starting point in their
bilateral relationship with Japan, whereas the Japanese tend to
view it somewhat ambivalently. This Japanese ambivalence
stems in large part from the conception of their historical iden-
tity. The Japanese have tended to regard the history of the
1930s and 1940s in a mix of the West German, Austrian, and
East German images of the Second World War. The West Ger-
man image emphasizes German guilt. In contrast, the Austrian
image sees the Austrians as being victims and thus not guilty,
while the East German image emphasizes the role of communist
leaders as resisters against fascism.3 Naturally, even among the
Japanese, the first image carries some weight, especially when
they recall the atrocities and suffering other Asians went
through because of Japanese imperial expansion. However, the
second image tends to enter the Japanese mind when viewing
their war against the United States and other Western powers as
imperial expansion justified by the necessity of avoiding being
‘swallowed up’ by a Western power. The second image tends to
the atomic bombing of Hiroshima and Nagasaki are recalled.
The third image, although it hardly applies, was called to mind
when, for instance, the Japanese masses opposed the UN Peace
Cooperation bill, which would have allowed the Self-Defense
Forces” support of the US-led multilateral forces against Iragq.
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The guilt of exercising mililtary force to defend Japan’s self-
interest was expressed.

More directly, many Japanese want to believe that their his-
torical efforts since the mid-nineteenth century have been legit-
mate despite their negative ramifications. With Japan’s growing
economic power, intensifying international criticism, and
increasing national self-confidence, the debt of history appears
to have been watered down, hence the trouble with history text-
books and concern over a revival of militarism.*

On the Chinese side, the debt of history provides very con-
venient leverage in many situations. First, by suggesting to the
Japanese their enormous indebtedness to China, China can
solicit Japan’s assistance in its modernization efforts. Second,
the Chinese regime can use Japan as a scapegoat in order to
divert attention from its own shortcomings in the eyes of its
people. Third, the Chinese masses can forget their own short-
comings by blaming foreigners.5

Economic interdependence

The Chinese and Japanese economies seem to be complementary
in two ways that encourage economic interdependence between
the two countries. First, for China a close economic relation-
ship with Japan is necessary to modernize its economy, while
for Japan the potental of the China market is irresistible in the
long run. Second, China is a producer and exporter of the
energy and natural resources Japan lacks, while Japan produces
and exports many consumer and capital goods China needs.
These two economic complementarities have been linked by
China to the debt of history and China takes advantage of this
factor to promote its modernization efforts. Since China did
not seek war reparations from Japan when the countries nor-
malized relations, nor at the conclusion of the Peace and
Friendship Treaty, Chinese leaders expect Japan to assist fully
in their nation’s modernization efforts.®

After the Peace and Friendship Treaty was concluded and
China commenced its economic reforms in 1978, it was natural
that an economic interdependence should be gradually forged
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between the two countries. Yet, economic interdependence is
never €asy to manage; economic interactions between these
very divergent economic systems have been plagued with
severe difficulties.” The Chinese state has had enormous prob-
lems reforming and managing its socialist command economy
because it is ill-equipped to handle market forces and because
businesses are prone to use the mixed-socialist system for
dubious profiteering. The business cycle of the command
economy - from the launching of a five-year economic plan,
through investment booms and an overheating of the economy
to drastic economic contraction - has also strained economic
interdependence. The small size of the Chinese economy, con-
siderable constraints on capitalist economic activities, and
uncertainty over the success of China’s reform efforts have all
tended to discourage Japanese business from more vigorous
economic participation.

As a result, during boom years the Japanese export of capital
and consumer goods has predictably produced enormous
Chinese trade deficits vis-¢-vis Japan. This in turn causes China
to be very critical of its trading partner. During periods of re-
cession, restraints on the import of Japanese goods as well as
tight economic management have tended to generate social and
political unrest, which are potential sources for anti-regime and
anti-foreign social and political movements. Aside from this
pattern of economic problems arising from the cyclical nature
of the reforming command economy, a general gap in expec-
tations has tended to generate disappointment on both sides.
For instance, often when the Chinese reflect on how Japanese
direct investment in China constitutes only 1 per cent of all Jap-
anese direct investment abroad, they lament that the Japanese
are oblivious to Chinese generosity and wonder how the Japan-
ese can underestimate the potential of the China market.t

Strategic power configuration in the region

The strategic configuration of power in the region refers to the
relative standing and weight of China and Japan within the
Asian Pacific region. This region includes the United States, the
Soviet Union, Taiwan, the two Koreas, Vietnam, and the
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ASEAN countries. This factor has shaped the evolution of Sino-
Japanese relations. In particular, China’s and Japan’s respective
relations with the United States and the Soviet Union and their
relative power vis-d-vis each other have been important.

Relations with the United States and Soviet Union were
especially important in the 1970s. The normalization of Sino-
Japanese relations in 1972 was in large part due to the Sino-
American rapprochement the previous year, while the conclusion
of the Peace and Friendship Treaty in 1978 was accomplished
in an atmosphere of growing Chinese perceptions of a
‘hegemonic’ military threat from the Soviet Union, which con-
cluded an alliance with Vietnam in 1978. Needless to say, the
United States and the Soviet Union remain important game
players in Pacific Asia. Yet, as far as Sino-Japanese relations are
concerned, the direct impact of the two superpowers has been
diminishing since the early 1980s.

The relative powers of China and Japan have become more
important as the relative weight and overall standing of the two
countries in the Asian Pacific region have shifted in Japan'’s
favor. This is a result of the disparity in their economic develop-
ment and the steadily weakening interest in China by the
United States and the Soviet Union and is evident in comparing
the relative stature of China and Japan in 1972 and 1990. In
1972 China was a major political power conducting a game of
great power diplomacy vis-d-vis the United States and the Soviet
Union, while Japan was little more than an emerging economic
giant. At that time, both countries complemented each other,
each with relative strengths in different domains. In 1990, not
only was China unable to move forward on the path of vigorous
economic development, thus being left far behind Japan, but it
had also lost much interest in playing a great power game during
a period in which the United States and the Soviet Union each
reduced their respective interest in China for differing reasons.
In contrast, Japan has become potentially a major player in the
power game. Yet despite all the swollen expectations held by
the United States (for Japan to assume greater international
responsibility) and by the USSR (for Japan to assist in its tran-
sition to a market economy), Japan has been incapacitated by
domestic difficulties. In sum, China and Japan have been
placed in very different situations.
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As a result of these changes, Sino-Japanese relations seem to
mirror the kind of reversal associated with the bilateral balance
of power. In the 1970s and 1980s, China, a deft game-player of
diplomacy, was widely seen as setting the pace and tone of Sino-
Japanese relations. Since the 1980s, Japan has become a ‘silent
power’, quietly setting the pace of relations based on its eco-
nomic power.®

The current state of Sino-Japanese relations

Having made these admittedly oversimplified characterizations, I
will now attempt to assess the current state of Sino-Japanese
relations. It seems that the crux of the matter is how to resolve
the locus of three major problems: the debt of history, eco-
nomic interdependence, and the strategic power configuration.
The rapid changes within-the international system since 1989
have had important consequences for Sino-Japanese relations.

The deepening of US-Soviet detente and the erosion of the
East-West confrontation have made the issue of the debt of his-
tory much more salient as a united Germany and Japan
inevitably play more prominent roles in world affairs. The pos-
sibility of an economically powerful Germany and Japan again
reasserting themselves in isolation from others is a concern of
some nations. Apprehension has been aroused in some quarters
by, for example, German reunification, German domination of
a European economic and monetary union, German-Soviet
entente, Chancellor Kohl’s statement of his intention to seek
revision of the constitution, triggered by the Gulf crisis, and the
Bundesbank’s hike in interest rates to 6.5 per cent to the dis-
pleasure of the United States with its interest rate of 6.0 per
cent. Japan’s initial reluctance and decision later to dispatch its
Self-Defense Forces top rescue refugees in the Gulf crisis {the
first overseas effort in the SDF’s history), the Bank of Japan’s
move to coordinate monetary policy in Pacific Asia, and jJapan-
ese agitation about foreign labor have aroused apprehension
for different reasons in some quarters as well.1?

After partially cleaning up its post-Tiananmen Square
difficulues, China’s attention has turned to concerns about
Japan’s response to the Gulf crisis. It has not been Japan’s
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reluctance to play a more visible role in the crisis, but the decision
to send Self-Defense Forces to the Middle East that has trig-
gered the largely negative reaction by China. Before the Gulf
crisis, China had somewhat moderated its approach to the debt
of history issue after the Tiananmen Square incident isolated it
from virtually all major foreign financial players abroad. In
June 1989, the ratio of foreign loans, approximately two-thirds
of which are Japanese, to central government revenues was as
high as five to seven. After major foreign monetary flows dried
up following the Tiananmen Square incident, the Chinese cen-
tral government therefore faced a severe economic crisis. This
problem was further exacerbated by the government’s reform
policy of decentralization, which resulted in sluggish growth in
central government tax revenues and a large increase in local
government tax revenues in areas of rapid economic growth.
Japan’s hesitancy to criticize China’s suppression of human
rights because of the debt of history is evident.

In conjunction with the 1990 Western economic summit
communiqué, which noted Japan’s decision to resume its loans
to China, China and Japan started vigorously to increase their
interaction. Both nations felt isolated in the lawter half of 1989
and the first half of 1990. The Tiananmen Square incident iso-
lated China, and US-Soviet detente reduced the importance of
China in the superpowers’ cognitive maps. The Recruit scandal,
in which the Recruit Cosmos company bribed major figures in
political parties, bureaucracy and journalism and forced Prime
Minister Noboru Takeshita to resign from office in 1990,
paralyzed the Japanese government with the inevitable con-
sequence of diplomatic inaction in the face of world pressure
for Japan to adapt itself to the changing international environ-
ment. As US-Soviet relations warmed, a series of acute crises
cooled Japan-US relations and left Japan isolated, at a time
when it was especially eager to move toward rapprochement
with the Soviet Union. Hence, there were several compelling
reasons for China and Japan to attempt to collaborate despite
their respective domestic problems. Yet for China, preoccupied
with its domestic economy and politics, the legacy of past rel-
ations with Japan has always encouraged it to pull back from a
close collaboration. This has been reinforced by other Asian
nations’ intensifying criticism of Japan, whether over the
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shadow of history, South Korean criticism of Japan’s attempted
rapprochement with North Korea, or Taiwan’s resentment of
Japan’s handling of the Senkaku Islands dispute.!!

The forging of economic interdependence between China
and Japan has been carefully managed by both countries. The
Chinese government tightened controls over government
expenditures, money supply, and imports after the Tiananmen
Square incident, while the Japanese government froze its finan-
cial loans to China and Japanese businesses scaled down their
acttvigies in China. As a result, a reversal of the trade balance has
taken place, with China now registering a trade surplus with
Japan. Yet, despite all these setbacks, the basic structure of
Sino-Japanese economic interdependence has been gradually
enhanced as China has been steadily incorporated into the
capitalist Asian Pacific economic orbit.!? This is especially true
because the United States has reduced its interest in China for
strategic and human rights reasons and because Western
Europe is preoccupied with its economic union in 1992 and
expanding economic ties with former socialist countries in
Eastern Europe. The development is especially salient to
China’s coastal provinces, encompassing 200 million people.
In tandem with the gradual loosening of tight economic policy
at the center and with the retention and revival of Zhaoist
reform policy, with emphasis placed by Secretary General Zhao
Ziyang on initiatives and responsibilities in business whether it
is agriculture, manufacturing, distribution or foreign trade, the
kinds of issues that have intermittently been conspicuous
between China and Japan may flare up again. These include
trade deficits, Japan's reluctance to transfer technology, fewer
concessionary loans, the flooding of the Chinese market with
Japanese products, difficulties in supplying energy and machin-
ery parts, and difficulties in transportation and distribution,!?

The strategic configuration of power is becoming extremely
fluid in the Asian Pacific region with the slow yet steady dis-
solution of the Cold War framework. China’s foreign policy
made good use of the Gulf crisis and the Beijing Asian Games
to recover from its post-Tiananmen isolation. The Guif crisis
gave China an opportunity to join the mainstream of the
emerging post-Cold War framework by participating in the eco-
nomic sanctions against Iraq and to elevate its reputation by
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rescuing Chinese of all natonalities, whether from China, Taiwan,
or Hong Kong, in Iraq and Kuwait. The Asian Games were a
success in that they enabled China to demonstrate to the rest of
the world that order and calm had been restored.

China has thus far adapted well to the post-Cold War period.
It has restored diplomatic relations with Indonesia and has also
been strengthening its economic and political ties with South
Korea, mending fences with Vietnam, and trying to bring peace
to Cambodia. Its relationship with the Soviet Union is peaceful
and friendly largely because both countries are preoccupied
with domestic difficulties. Its relationship with the United States
may start to move in a better direction with the extension of
most favored nation status to China. Although Congress may
have criticized China’s record on human rights, it did not nul-
lify President Bush’s extension of most favored nation status to
China. China’s relationship with Japan has also been moving in
a better direction. Japan’s unfreezing of economic aid to China
is one factor, while China’s restoration of political order and
reactivation of its economy are another.

Both China and Japan seem to be moving toward military
consolidation.'* China increased its military budget very sub-
stantially in 1990 for the first time since it began undertaking
reforms in 1978. It seems to be attempting to transform its
coastal navy into a force that can project its power in the region.
Although Japan has been cutting the rate of increase in its mili-
tary spending, it has been attempting to enhance its overall
military capabilities. The fluidity of the post-Cold War period
seems to encourage both countries to strengthen their
millitaries in order to meet possible local challenges and prob-
lems that have been heretofore largely suppressed by the Cold
War framework.

A big question mark to both countries is the United States.
Even if the United States remains the only country able to pro-
ject its military power on a global scale, it is not entirely clear
how long the United States can continue to sustain its Gulf-crisis
type of commitments given current financial constraints. Fur-
thermore, it is not clear whether the Japan-US security arrange-
ment will continue without fairly drastic changes. On the other
hand, the global trend toward further detente seems to be
steadily permeating Pacific Asia as well, which obviously
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encourages Japan and China to seek arms-reduction and
confidence-building measures in the region. Yet, uncertainty
prevails as to how tension reduction can be multilaterally or bi-
laterally accomplished in Pacific Asia. Thus, both kinds of
uncertainty seem to be leading the two countries in the direction
of a cautious but steady enhancement of their military
capabilities. This observation seems to apply to virtually all the
Asian Pacific countries, except the United States and the Soviet
Union. How this tendency will collide with the global detente
and its gradual permeation of the Asian Pacific region is dif-
ficult to say and creates uncertainty and fluidity within the
region, s

China’s apprehension about Japan’s possible reemergence as
a military power seems to be increasing at a time when the Japan-
ese government, in an effort to respond to calls for assuming
greater international responsibilities, has tried to legislate its
UN Peace Cooperation bill, whereby the Self-Defense Forces
could be dispatched abroad. Japanese obliviousness to the legacy
of past relations with China, which the Chinese always try to
impress on Japan, combined with Japan’s possible reemergence
as a military power, naturally arouses an instinctive negative
reaction from China. Yet, the Chinese are aware that there is no
immediate and direct means of effectively changing Japan’s
policy alone and that China desperately needs Japan’s assis-
tance for economic development.

Japan seems to hold a different set of apprehensions about
China. It is concerned about the consequences of possible
anarchy, disorder, and even China’s dissolution. A weak China
is a concern for Japan, as it would destabilize the entire region.
Japan’s policy toward Chinese economic development and
political reform seems to be based on the premise of preventing
China from declining into a very weak and disintegrating
nation, rather than on the premise of preventing it from
becoming a strong and menacing nation.'¢

Conclusion

Both China and Japan appear to be mindful of and determined
to control what should be the basic assumption in managing
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their relations: the fact that a breakdown in relations would
have immense negative consequences for both countries and
for the entire Asian Pacific region. Whether the debt of history,
economic interdependence, and the strategic power configuration
can continue to be managed depends in part on the importance
attached to the relationship by the governments and peoples of
both countries.
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Four Japanese scenarios for
the future

Japan is in an era of transition. Behind a fagade of confidence in
their country’s future, many Japanese feel adrift in the world of
the late twentieth century.! The Japanese energy that is cur-
rently directed overseas is no longer based, as it was in the
1960s, on a nationally orchestrated strategy. Governments are
no longer sure how to guide society, or with what goals. And
Japanese society itself displays its loss of faith in the belief-
system so dominant in the 1960s. Today the almost blind belief
of that period in the loyalty to big business firms has lost its
appeal. It is not an exaggeration to say that in the 1980s Japan
has been improvising its responses to the unfamiliar challenges
from within and without on an ad hoc basis, tenaciously adhering
to time-honored ways of doing things.

Bereft of a sense of direction, and uncertain about the future,
Japan has been haunted by a vague angst about its future which
has led it sometimes to hedge, and at least to limit, its commit-
ment to the demands, requests, and suggestions coming from
overseas that Japan, now a global economic power, should take
on more global responsibility.2 As one observer aptly put it,

Japan, in fact, does not seem to be pursuing any reasoned search for a
secure place in an uncertain world, much less a plan to dominate it,
but rather an energetic, opportunistic drift reminiscent of the early
1930s, with freebooting individuals and companies out giving their
country a bad name while native people back home believe, like the
king of Spain, that hoarding gold will make them rich. Japan has had
far too many eggs - defense, trade and technology - in one US basket,

considering how uncertain the US seems to be about what to do next
3
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One of the salient themes which has emerged in the
directionless Japanese society of the 1980s is an emphasis on
traditional values: values such as perseverance, frugality, dili-
gence, effort, family, community, sacrifice, humility, the spirit
of harmony, and deference for the elderly. This fact is instructive.
The problem is that these traditional values cannot be the basis
for Japanese principles in guiding Japanese global policy.
Prime Minister Noboru Takeshita’s favourite saying, ‘When you
do something, sweat by yourself and give credit to others’, may
be the epitome of humility, generosity and altruism, but it can-
not be the sole organizing principle of Japanese diplomacy.
The same can be said about economic efficiency and profit-
ability. They cannot dominate other considerations when the
dollar’s volatlity could shake down the world economy or
when the United States makes it imperative for its allies to
implement tighter measures on technological transfer to some
communist and Third World countries.

Apart from these traditional values and economic criteria,
which are too vague to allow one to fathom how the Japanese
would like to see the world evolve, what are Japan’s conceptions
of its global position and its global roles? In other words, how is
the country shaping its scenarios of the future worlds in which
Japan will occupy a not unimportant position? This article
addresses these and related questions, especially in relation to
burden-sharing and power-sharing with the United States in the
management of the world economy and international relations.

I will present below four Japanese scenarios of the world sys-
tem in 25-50 years’ time, making a clear distinction between
the economic and the politcal and security arrangements en-
visaged in each scenario. In each scenario, Japan’s role and the
degree of burden-sharing/power-sharing with the United States
will also be indicated. Next, the feasibility of the four scenarios
will be discussed in terms of three major conditions, assessing
the relative feasibility and desirability of each scenario. The
United States and Japan will be the primary focus, though other
major actors, no less important to Japan than the United States,
will be touched on as much as possible. Lastly, T will reflect on
my findings in the light of the dominant aspirations and appre-
hensions of the Japanese.

But before these four scenarios are introduced, more
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straightforward, if somewhat prosaic, opinion poll results will
be presented. To know what opinion polls reveal is important
since the scenarios of the future that follow are inevitably those
conjured up largely by educated elites and not necessarily rep-
resent the prevailing moods and sentiments of ordinary Japan-
ese people.

Japan’s external role: opinion poll results

A recent opinion poll provides useful data on how the Japanese
people see Japan’s external role. The Public Relations Depart-
ment of the Prime Minister’s Office commissions annual polls
on Japanese diplomacy. The most recent one, conducted in
October 1987,* contains one question relevant to our interest.
‘What kind of roles do you think Japan should play in the com-
munity of nations? Choose up to two from the list below.” The
list had five items:

1. Japan should make contributions in the area of international
political affairs such as the improvement of East-West rel-
ations and the mediation of regional contflicts.

2. Japan should consolidate its defence capability as a member
of the Western camp.

3. Japan should contribute to the healthy development of the
world economy.

4. Japan should cooperate in the economic development of
developing countries.

5. Japan should make contributions in scientific, technological
and cultural exchanges.

Not surprisingly, the respondents overwheimingly preferred
roles outside the security and political realms. Item (3) regis-
tered 50.4 per cent, item {4) 34.0 per cent, and item (5) 31.0 per
cent, the three together adding up to 115.4 out of a total of
162.0 per cent. By contrast item (1} recorded 24.2 per cent,
while item (2) registered only 7.8 per cent.

It is very clear from these figures that the Japanese are disin-
clined to accept a major political or security role in the world.

Another recent poll conducted by an academic team permits



158 PROSPECTS

us to compare the priorities attached by respondents to the
domestic and international roles the government should play.?
It allowed for multiple choices from among a list of priorities:

I.

preventing crime and securing people’s safety (law and
order);

. promoting technological innovation and raising productivity

and production efficiency of the economy as a whole (eco-
NomiC power);

increasing defense capability and consolidating national
security;

. building roads, schools and hospitals and making life com-

fortable (standard of living);

enhancing patriotism and strengthening the solidarity of the
nation {national solidarity});

promoting adjustment with foreign countries in economic
fields and improving the world economy as a whole (global
economic welfare);

. increasing taxes for those who can afford it and taking care

of the poor and needy (socail welfare}; and

. managing the economy to prevent inflation and unemploy-
aging ytop ploy

ment (domestic economic management).

Instead of asking, “To which task do you want to see the govern-
ment attach its first priority?’, the poll stated: ‘There are many
kinds of government policies nowadays. What do you think
about the emphasis which government puts on each of them?
Choose one of the following answers:

IO O 0 RN e

much more emphasis;
a little more emphasis;
keep as it is;

a little less emphasis;
no emphasis;

don’t know;

no answer.’

To make comparison simple, we will look only at responses for
(1) - much more emphasis - and the following order of priorities
emerges:
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domestic economic management (55.7 per cent);
law and order (55.7 per cent);

social welfare (45.2 per cent);

standard of living (44.5 per cent);

economic power {29.7 per cent);

global economic welfare (27.8 per cent);
national solidarity (18.8 per cent);

national security {(11.3 per cent).

GO =1 O v oM L0 N

In order to make comparison across different polis possible, I
must make an admittedly crude assumption. If global eco-
nomic welfare is said to correspond roughly to Japan’s contri-
bution in the economic field, and national security is said to
correspond roughly to Japan’s contribution in the security
field, then two things are immediately clear: first, the over-
whelming primacy of domestic priorities, and secondly, the
overwhelming weight given to economic contributions com-
pared to security contributions to Japan’s desired role in the
world. All this is not surprising. However, it is very important to
keep in mind that, given the preoccupation with internal affairs
and the avoidance of a commitment to security matters, public
acceptance of the kind of world role for Japan that is envisaged
by the Japanese government and expected by foreign countries
can come only slowly.

It is true that overall public acceptance of Japan’s greater role
in the world, whether it is of an economic nature or otherwise,
has been steadily increasing for the last few years, especially
during the tenure of the Nakasone Cabinet (1982-7). But this
has been largely a grudging acceptance, coming only after the
government has made a series of carefully calculated incremental
moves without arousing too much opposition.® We can recall
the recent breakthrough in 1987 when the defense budget
exceeded the 1 per cent limit on defence expenditure over
GNP and also various measures enabling enhanced security
cooperation with the United States, including the Japanese
decision to allow participation in the US Strategic Defense In-
itiative (SDI) program, But what is seen by the Japanese govern-
ment as the barrier of public acceptance is still very much in
evidence when it comes to Japan’s security role in the world.

One recent event reinforces the impression gained from
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these polls. When the United States and many other NATO
countries were sending naval boats to the Persian Gulf in 1987
under the US flag, the suggestion to send the Maritime Safety
Agency’s boats, put forward by the prime minister and the For-
eign Ministry, was defeated in Cabinet discussion because of
opposition from the Ministry of Transport (which has the Mari-
time Safety Agency under its jurisdiction). The Cabinet secre-
tary played a crucial role in siding with the minister of transport
and with public opinion.? It is only against such a background
that we can accurately assess Japan’s conceptions of global
roles, to which I now turn.

The four scenarios

The following four scenarios of the world in the next 25-50
years are seen by the Japanese as ‘visions of the future’.?
Although in some respects they overlap, they represent differ-
ing views on the future of global development, the distribution
of economic and military power, and institutions for peace and
development. It should also be mentioned that these scenarios
have not been sketched out by the Japanese alone; both japan-
ese and non-Japanese have articulated their preferences, given
a future in which Japan will play an enhanced role.

1. Pax Americana, phase Il

This image of the future was first articulated by the Americans.
It is the image of an America retaining its leading position in
the world and making full use of its advantage in having created
the institutions of post-Second World War order and security.
This scenario depicts an America experienced in forging the
‘balanced’ or globalist view of the Western alliance and deftly
prodding and cajoling its allies into enlightened joint action.
The outline of this scenario was first made during the latter half
of the 1970s, when the post-Vietnam trauma was still strong
and when Soviet global influence was somewhat exaggeratedly
felt in the United States. In the parlance of American political
scientists, the key word was ‘regimes” - rules and practices in
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international interest adjustment - whereby the United States
would retain its enlightened hegemony and control the dir-
ection of world development. Such phrases as ‘after hegemony’
and ‘cooperation under anarchy’ - both used as book titles -
epitomize the primary thrust of policy and academic interest in
articulating this model of the future.!®

This image has been intermittenty put forward in different
forms. Confident in the retention of America’s cultural hege-
mony in the Gramscian sense, Bruce Russett, a Yale political
scientist, criticized the declaration of America’s decline and
imminent demise by likening it to prematurely reporting the
death of Mark Twain. More directly and bluntly, Susan Strange
of the London School of Economics has asserted that US hege-
mony has not yet gone; the lament on ‘after hegemony’ is the
favorite habit of American self-indulgence, she says: More
recently Paul Kennedy of Yale has described the rivival of Amer-
ican composure and confidence, combined with the sombre
recognition of the inevitability of national decline in the longer
term. !

In Japan, this image of America’s future has been a con-
sistent favorite. Naohiro Amaya, a former vice-minister in the
Ministry of International Trade and Industry, was fond of talk-
ing about ‘Go-Bei’ (‘later United States’), as if the United States
prior to Vietnam was called ‘Zen-Bei’ (‘earlier United States’).
this is an analogy with the later Han dynasty of ancient China,
which was restored after 17 years of disappearance and survived
for another two centuries. Similarly, Yasusuke Murakami, a
well-known economist, has argued that the hegemonic cycle
that has been observed for the last few centuries has ceased to
repeat itself largely because the world economy has been trans-
formed from something based on individual national economies
to a much more integrated structure. His scenario delineates an
America which is an enlightened and experienced primus inter
pares in an increasingly multipolar world.!?

This image has been a favorite one, not least because it
encourages the basic retention of Japan’s traditional concentration
on an economic role with no drastic increase in its security role,
which is largely delegated to the United States. Although
Japan’s profile in the world has changed a great deal in the
1980s, the Japanese preference for limiting the country’s
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commitment to military matters, many of which are generally
deemed to have dubious utility, has not been altered.

Japan’s roles in Pax Americana phase II are not significantly
different from its present ones. Essentially, these are primarily
of an economic nature, with the bulk of global security shouldered
by the United States. Even if Japan-US security cooperation is
accelerated, this basic division of labour is unlikely to change.
Even if Japan were to enhance its out-of-area security co-
operation by sending warships to the Persian Guif to shoulder
the costs of oil imports, it would be bolstering the US-
dominated world rather than becoming a main security-provider
in the region. Even if Japan were to increase its security-related
assistance to some Third World countries like Pakistan, Turkey,
Papua New Guinea, and Honduras, the security leadership of
the United States would remain strong. Needless to say, there
are those who argue that fapan will start in due course to exert
influence by accurnulating credit in the United States and other
countries. But in this scenario Japanese self-assertiveness will be
restrained by various domestic and international factors.

Japan’s regional roles in this scenario will be heavily eco-
nomic. More concretely, Japan will become the vital core of the
Pacific growth crescent, encompassing three areas: 1) northern
Mexico, the Pacific United States and Canada, 2) Japan, and 3)
the Pacific - the Asian newly industrializing countries, coastal
China, the Association of SouthEast Asian (ASEAN) countries
and Oceania.’”® The incorporation of the second and the third
economic groups into the extended US economic zone will be a
vital factor in 2 US revival. In short, Japan’s role in this scenario
will be to link the US economy with the Asian Pacific economies
in a more balanced manner than today. In this scenario, the
current US efforts to liberalize the Pacific Asian markets,
revalue local currency-dollar exchange rates and promote
burden-sharing in development aid and finance and inter-
national security will be given further momentum. At the same
time, Pacific Asian nationalistic anti-Americanism will be consid-
erably restrained. Perhaps it 1s important to note that Pax Ameri-
cana phase Il will need a no less vigorous Western Europe. An
enlarged and enhanced European Community (EC) will remain
a pillar of this scenario. But if it degenerates into regional pro-
tectionism of the sort that can be glimpsed in the tougher EC
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anti-dumping policy on printing machines, through arrogance
derived from an expected enlarged size and power, then it will
elicit a negative reaction from the United States and Japan.

2. ‘Bigemony’

This second scenario for the future has been propagated by
economists and businessmen, fascinated by the rapid develop-
ment and integration of what Robert Gilpin, a Princeton political
scientist, calls the ‘nichibei [Japan-US] economy’. That is to say,
the economies of Japan and the United States have become one
integrated economy of a sort. C. Fred Bergsten, an economist
who worked as a senior bureaucrat under the Carter Adminis-
tration and is now director of the Institute for International
Economics, coined the word ‘bigemony’, which denotes the
primordial importance of the United States and Japan in manag-
ing the world economy. Zbigniew Brzezinski, National Security
Advisor to President Jimmy Carter, coined the expression
‘Amerippon’ to describe the close integration of the American
and Japanese manufacturing, financial and commercial sectors
and indeed the two economies as a whole. This image of the
future has been enhanced by the steady rise in the yen’s value
compared to the US dollar, and the concomitant rise in Japan-
ese GNP, now registering 20 per cent of world GNP.14

In Japan this image has been put forward most forcefully by
former Prime Minister Yasuhiro Nakasone. In one of his meet-
ings with President Reagan, he suggested that the two countries
should forge a single community of the same destiny, although
what he envisaged focused on security rather than on economic
aspects of the bilateral relationship.!® It must be noted that
Japanese images of the future have tended to focus on Japan-
US relations, to the dismay of Europeans and Asians, let alone
other Third World countries. this tendency itself shows the
strength of this second scenario.

Japan’s roles in the ‘bigemony’ scenario may appear to some
to be very similar to those envisaged in Pax Americana phase IL.
However, economic power becomes military power almost
inevitably, and Japan does not constitute the historic exception
to this rule.'* But the form in which Japan’s economic power
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will be translated into millitary power needs close attention.
Under ‘bigemony’ the technical/economic/strategic cooperation-
integration between the United States and Japan will become
formidable, and of the largest scale in history. Itis therefore not
difficult to foresee, for instance, advanced fighter aircraft being
developed jointly and manufactured primarily for japanese
use, with Japanese finance, though with American know-how,
and also sold to third countries under the label, ‘Made in the
United States’. The large-scale strategic integration between
these two countries as developed in the Pacific in the 1980s will
come to be seen as a good testimony of the bigemonic roles
Japan can play in security areas.

Japan’s regional role in ‘bigemony’ is an acceleration of the
features presented in Pax Americana phase 1I. A gigantic Pacific
economic community will be forged, with Japan’s role reminis-
cent of the role played by the corridor stretching from northern
[taly through north-eastern France, the Rhineland and the Low
Countries to southern Britain in modern European economic
development. Under this scenario, the potentially heated con-
test between the United States and Japan over the structural
framework of Pacific Asia’s economic relationship with the
United States will be largely dissipated. Currenty, Pacific Asia
faces increasingly clear alternatives as to its economic frame-
work: either a US-led free-trade regime established through a
bilateral agreement with the United States, or a regional com-
munity with de facto Japanese initiatives, which would try to
retain a free-trade zone even if North America and Western
Europe fell into the tempration of protectionism and regionalism
of a malign kind.!” Furthermore, the strategic integration of
many countries in the region may make it hard to accom-
modate the Soviet Union within an invigorated bigemonic
structure, thus relegating it to a far less imoprtant status than it
currently occupies, unless some other countervailing moves are
continuously taken. In this scenario Western Europe, though
large in size and high in income level, will be increasingly local-
ized within Europe and its immediate vicinity. This picture
reminds one of Immanuel Wallerstein’s scenario of the future
predicting the formation of two de facto blocs, cne comprising
the United States, Japan and China, and the other both Western
and Eastern Europe.!8
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3. Pax Consortis

Japan’s third scenario protrays a world of many consortia in
which the major actors proceed by busily forging coalitions to
make policy adjustments and agreements among themselves - a
world in which no single actor can dominate the rest. This
scenario resembles Pax Americana II in its crude skeleton with
its ‘regimes’ and ‘cooperation under anarchy’. However, the
major difference is that the thrust of the third scenario rests on
the pluralistic nature of policy adjustment among the major
actors, whereas that of the first conveys the desirability or necessity
(or even the hoped-for inevitability) of ‘administrative guid-
ance’ or ‘moral leadership’ by the state that is primus inter pares -
the United States. This third image is favored by many Japanese,
not least because Japan is averse to shouldering large security
burdens. It is also favored because Japan is not completely
happy about America ordering everyone around, especially
when it only grudgingly admits its relative decline.

Kuniko Inoguchi, a Sophia University political scientist, artic-
ulates this scenario most eloquently and forcefully in the con-
text of the American debate on post-hegemonic stability of the
international system. The image has also been put forward by
former Vice-Minister Shinji Fukukawa of the Ministry of Inter-
national Trade and Industry (MITI), which favours minimizing
the role of military power.!® Recently MITT and the Ministry of
Foreign Affairs have been engaged in a degree of competition,
with the Ministry of Foreign Affairs, conscious of the increasing
intrusion by other ministries into foreign affairs, trying to use
national security and the Western alliance as a stick to discipline
other ministries which might otherwise move in an ‘irresponsible’
direction (as in the Toshiba machine case, when it came to light
in 1987 that the Toshiba company had sold equipment to the
Soviet Union which the United States claimed was in breach of
the COCOM agreement on technology transfer). The image of
Pax Consortis accords on the whole with the pacifist sentiments
of most japanese.

Japan’s role in the Pax Consortis scenario 1s twofold. First,
with the superpowers’ strategic nuclear arsenals increasingly
neutralized either by the de facto US-Soviet detente process or
by technological breakthroughs, Japan’s primary role is that of
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quiet economic diplomacy in forging coalitions and shaping
policy adjustments among peers, no one of which is predomi-
nant. Secondly, Japan’s role is that of helping to create a world
free from military solutions. That would include, if possible,
the diffusion of anti-nuclear defensive systems to all countries
and the extension of massive economic aid tied to ceasefire or
peace agreements between belligerent parties. Japan’s primary
regional role in this scenario would be that of coordinator or
promoter of the interests of the Asian Pacific countries which
have not been fully represented either in the UN system or in
the economic institutions of the industrialized countries, such
as the OECD. Japan’s secondary regional role is that of moder-
ator, especially in security areas.?® This might include acting as
an intermediary and attempting to achieve reconciliation
between North and South Korea, or the provision of neutral
peacekeeping forces in Cambodia and/or Afghanistan in order
to facilitate reconstruction through massive aid flows from such
multilateral institutions as the Asian Development Bank and
the Gulf Cooperation Fund. Western Europe will loom larger in
this scenario than in the other three. In line with its role in such
forums as the Western seven-power summits, Western Europe
will continue to play an even larger role, having been tradition-
ally quite adept in those situations where multple actors adjust
conflicting interests. The increasing economic ties between
Western Europe and Pacific Asia will also encourage thinking
along the lines of this scenario.?

4. Pax Nipponica

A fourth image of the future, ‘Pax Nipponica’, was first put for-
ward by Ezra Vogel, a Harvard sociologist, who in 1979 pub-
lished a book entitled Japan as Number One. It is a world in which
Japanese economic power reigns supreme. This scenario has
been propagated by those Americans who are concerned about
the visible contrast between the United States’ relative loss of
technological and manufacturing competitiveness and Japan’s
concomitant gain. Most recently, Ronald Morse of the US
Library of Congress has published an article entitled ‘Japan’s
drive to pre-eminence’.?? This view has also been gaining power
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in Japan, reflecting both the noticeable rise in the value of the
Japanese yen compared to the US dollar and other currencies
and Japan’s leading position as a creditor country. The steady
rise of Japanese nationalism, in tandem with what the Japanese
call the internationalization of Japan, is contributing to the
strength of this scenario, because the intrusion of external eco-
nomic and social forces into Japanese society stimulates
nationalistic reactions against internationalization.

Japan’s role in this scenario is best compared to that of Britain
during the nineteenth century, when it played the role of
balancer among the continental powers, its global commercial
interests presumably helping it to fulfil this role. As for Pax
Consortis in its fullest version, a prerequisite for the advent of
Pax Nipponica is either the removal of the superpowers’ strategic
nuclear arsenals or the development of an anti-nuclear defense
system. Without the neutralization of nuclear weapons, Japan’s
leading role in the security area would be minimized, and Pax
Nipponica in its fullest form would not be realized. In this
scenario, Japan’s regional role will coincide with its global role,
as its preeminent position will enable it to play the leading role
in the Asian Pacific region as well.

These scenarios ofter substantially different visions of Japan’s
future. I will now consider what conditions must prevail if they
are to be realized.

Requirements for the four scenarios

To what extent are these scenarios feasible? Under what con-
ditions will the scenarios come into being? In attempting to
answer these questions, 1 will first identify three factors which
seem to distinguish these scenarios from each other, and sec-
ondly, speculate on the feasibility of each scenario in the next
50 years.

There appear to be three major factors which are crucial in
distinguishing these scenarios from each other - 1) the effective
neutralization of strategic nuclear arsenals, 2) scientific and
technological dynamism, and 3) the debt of history.
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1. Neutralizing the nuclear arsenals

It is the arsenals of strategic nuclear forces that have allowed the
United States and the Soviet Union to retain their superpower
status and global influence. Whether these weapons will
become obsolete - in other words, whether they cease to be a
crucial factor determining global development - remains to be
seen. Whether the United States or the Soviet Union or any
other country will be able to arm itself with a defensive weapon
system which makes it immune to nuclear attack is another
question which needs to be answered, and the American SDI
and its Soviet counterpart are directly related to this factor. The
Conventional Defense Initiative (CDI) which the United States
has recently proposed that Japan be jointly involved in may be
included as a miniature version of a less ambitious yet more
solid kind of effort. Ronald Reagan’s fascination with the SDI
and Japan’s quiet effort to build the CDI may simply reflect
what might be called a ‘Maginot complex’ surfacing again years
after its failure.?

If such a revolutionary weapons system is realized, strategic
nuclear arsenals will be neutralized. Unless this happens, the
fourth scenario, Pax Nipponica, will have difficulty in emerging
because while superpower status is based on ownership of stra-
tegic nuclear weapons, both the United States and the Soviet
Union will remain superpowers despite all their economic
difficulties. In a similar vein, the third scenario, Pax Consortis,
will not materialize into a system comprising both economic
and security regimes without a similar neutralization of stra-
tegic nuclear forces. With the disarmament process between the
United States and the Soviet Union slowly making progress,
strategic nuclear forces may not make much difference in deter-
mining global developments. There are those who, arguing in
favor of Pax Consortis, maintain that nuclear weapons and even
millitary power in general have already ceased to be a major
factor in international politics and that economic interdepend-
ence has deepened sufficiently to make war an obsolete instru-
ment for resolving conflicts of interests, at least among OECD
countries and in direct East-West relations. Even granting that
military power has become less important, I would argue that
what is sometimes called the ‘Europeanization of superpowers’,
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in Christoph Bertram’s phrase, will progress so slowly as to
make it hard to envisage the fully fledged scenarios of Pax
Consortis or Pax Nipponica inside the twentieth century. Need-
less to say, those who argue for Pax Consorus talk aboutitin a
somewhat nebulous future most of the time.

2. Scientific and technological dynamism

Factor two concerns the innovative and inventive capacity of
nations - how vigorous they are in making scientific and tech-
nological progress and in translating it to economic develop-
ment. Needless to say, forecasting technological development is
not easy. However, even a cursory examination of the social
propensity to innovate seems to tell us that the Americans have
been the most innovative nation, with the Japanese following
on steadily behind. Such conditions as open competition,
abundant opportunities, a strong spirit of individualism and
freedom, and high social mobility, which are observed in the
United States, compare very favorably to conditions in Japan.

There is another argument, however, which completely
opposes this: that is to say, that Japanese technological in-
novation has been making steady progress. The following evi-
dence is adduced for the argument:

I. The number of patents to utilize technological innovation
exclusively for manufacturing obtained by Japanese com-
panies and individuals in the United States has come very
close to that of the United States itself. In 1987 the top three
companies were all Japanese firms - Canon, Hitachi and
Toshiba (in that order).2

2. More articles by Japan-based authors have appeared in
Chemical Abstracts than by authors from any other country
except the United States for several years.?

3. The United States in the first 30 years of this century pro-
duced as few as five Nobel prizewinners, which is about on a
level with Japan’s seven winners for the 40-year period since
1945 .26

Yet as far as general innovativeness is concerned, the United
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States seems likely to enjoy its dominant position at least unul
the end of the twentieth century. If this argument is sufficiently
strong, then the first scenario gains force.

3. The legacy of history

Factor three is related to the memory of the peoples of the
nations occupied in the Second World War of their treatment,
primarily at the hands of the Germans and the Japanese. As the
former Secretary-General of the Chinese Communist Party, Hu
Yaobang, once said to Toyoko Yamakazi, a Japanese novelist,
the memory of people who have suffered from war disappears
only 80 years after the event. His evidence for this is the Boxer
intervention in China in 1900, which has virtually been forgotten,
whereas he argues that the memory of the second Sino-Japanese
war of 1937-45 will not disappear from the memory of the
Chinese for another 40 years.?” With the question of their war-
time atrocities still a politically controversial issue, as shown by
international reaction to Japanese official visits to the Yasukuni
shrine in Tokyo (which contained the remains of Japanese war
criminals) and President Reagan’s 1985 conciliatory visit to the
Bitburg cemetery (which contained the graves of Waffen-SS
men), Japan or West Germany cannot play a leading global role
without facing many barriers.28 Pax Nipponica is inherently dif-
ficult because of this factor.

The four scenarios reconsidered

Let me now examine the four scenarios in the light of these
three factors.

Pax Americana Il

Whether Pax Americana II is realized or not will critically
depend on factor two - scientific/technical dynamism. The

argument for this scenario tends to be based on the free spirit,
open competition and dynamic character of American society,
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which it is thought will help the United States to reinvigorate its
innovative and inventive capacity.

In my view this scenario has a fairly high feasibility if the pre-
sent predicament is managed well. For that purpose two
policies are essendal: first, dose Japan-US macroeconomic policy
cooperation, and, secondly, the full-scale interlinking of the US
economy with the Asian Pacific economies under US leader-
ship. Whether the United States can achieve this without ignit-
ing Asian nationalism against it remains to be seen.?

‘Bigemony’

The feasibility of ‘bigemony’ depends critically on factor three -
the debt of history. In other words, whether Japanese pacifist
feeling can be overcome and whether the East Asian neighbors
can be at ease with Japanese leadership in regional and global
security matters, even a leadership based on co-operation with
the Americans, remains to be seen. To be feasible, therefore,
this scenario requires very close friendship between the United
States and Japan as a precondition for overcoming the debt of
history problem. The argument against this scenario is that the
steady progress of Japan-US economic integration and defense
cooperation has been accompanied by recurrent and at times
almost explosive friction between the two countries, which
augurs ill for the future.

In my view, the ‘bigemony’ scenario can only progress slowly
and steadily, in a moderate manner, as technological progress
and economic dynamism push Japan and the United States
closer together.

Pax Consortis

The feasibility of Pax Consortis depends cirtically on factor one
- nuclear neutralization. This is conceivable in the distant
future, but certainly not in the foreseeable future. For the two
superpowers to relinquish superpower status and revert to less
important roles will take time, even assuming that their decline
has already begun. One may recall Edward Gibbon’s remark
that it took another 300 years for the Roman empire to
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disappear after its inevitable decline and demise were declared
by Tacitus. 1t is utterly beyond speculation whether, and how, an
unknown perfect anti-nuclear defensive weapon system might
be developed and deployed. The weaker form of Pax Consortis,
one could argue, is more feasible. One may cite the inability of
the superpowers to have much influence on the course of
events in Vietnam and Afghanistan, for example; the increasing
importance of monetary and economic policy coordination and
consultation among the major powers; increasing international
collaboration in research and development; and the very fre-
quent formation of consortia in manufacturing and financial
acitivities. Needless to say, conventional forces will become
more important when nuclear weapons are neutralized. Thus
arms control - a kind of consortium - in conventional forces
will become an important focus under Pax Consortis.

Pax Nipponica

The feasibility of Pax Nipponica depends critically on factors
one and two - neutralization of nuclear weapons and scientific
and technological dynamism. If both factors are realized
together, the historical factor may become less important. But
the difficulty of neutralizing nuclear weapons has already been
mentioned. It must also be emphasized that the obstacles to
Japan taking security leadership will not be easy to surmount.
First, it will not be easy to persuade the overwhelmingly pacifist
Japanese public. Secondly, it is not easy to see Japan shoulder-
ing the burden of the level of overseas armed forces the United
States currently possesses for a prolonged period of time. It
could easily lead Japan to suffer the kind of inefficiency that the
Soviet Union has been so painfully experiencing. Thus esti-
mates of Japan’s likely scientific and technological dynamism
will also affect the likelihood of Pax Nipponica.

In my view, Japan’s innovative and inventive capacity for the
next 10-20 years should not be underestimated. But beyond
that period the expected fall in demographic dynamism and
associated social malaises that are bound to arise, such as the
overburdening of the small productive working population for
extensive social welfare expenditure and for Japan’s increased
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contributions for international public goods, seem to augur ill
for this scenario.

To sum up. It seems to me that scenarios one and two - Pax
Americana II and bigemony - are more likely than scenarios
three and four in the intermediate term of 25 years, while in the
longer term of 50 years a mixture of Pax Americana II and Pax
Consorus seems more feasible. Of the two scenarios feasible in
the medium term, Pax Americana II is the more desirable
because it entails fewer risks to the United States as well as to
the rest of the world. The effort necessary to sustain the US
hegemonic position in its fullest form, whether alone or jointly
with Japan or other allies, may cause more stresses than bene-
fits. In the larger term, a soft landing on a Pax Consortis seems
desirable.

Condusion

These four scenarios are, admittedly, incomplete. Yet their
delineation is useful in order to know better what kind of
futures the Japanese have in mind in their assiduous yet uncer-
tain search for their place in the world. Some readers may be
struck by the fact that these scenarios reflect peculiarly Japanese
aspirations and apprehensions. The weight of the past not only
lingers on, but fundamentally constrains the Japanese con-
ception of the world. Any drastic restructuring of Japan’s foreign
relations away from the ties with the United States seems virtu-
ally impossible to the majority of Japanese. It is instructive to
learn that in Japan only 7.2 per cent of the population are
neutralists, who want to abrogate the country’s security treaty
with the United States, while in West Germany as many as 44
per cent are neutralists.3¢

The same thing can be said of the three major factors. First,
the debt of history to the Pacific Asian neighbors has been
deeply felt as a major constraining factor in our scenarios. It is
as if an anu-Japanese alliance in Pacific Asia were always ready
to be forged, despite the near half-century since the war, just
because Japan once crossed a certain threshold of misconduct.
Secondly, the neutralization of nuclear weapons has been the
dream of most Japanese since 1945, when two nuclear hombs
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were dropped on two Japanese cities. Thirdly, the innovative
and inventive capacity of nations is one of those things many
Japanese have long felt lacking within themselves. Perhaps
reflecting that, they waver between unnaturally timid and
exceedingly bold estimates of their own scientific and techno-
logical capacity.

Some may argue that my overall scenario - a soft-landing sce-
nario proceeding from Pax Americana II to the Pax Consortis -
is more than mildly optimistic. This may be true. It is arguable
that this optimism is somewhat unfounded when the United
States, the architect of the post-war order, is beset by severe
problems. The point is that a large majority of responsible Jap-
anese leaders have found it virtually impossible to think beyond
a world where the United States is of primary importance to
Japan and where the Japan-US friendship is a major pillar of
global stabiliity. My delineation of four scenarios, including the
Pax Nipponica and bigemony, should not be understood as a
disclosure of non-existent plans for Japan to become a world
supremo, or co-supremo. Rather, it should be interpreted as a
manifestation of the kind of independent impulse long sup-
pressed, yet only recently allowed to appear on a very small
scale in tandem with Japan’s rise as a global economic power.
The Japanese are perplexed as they continue to rise in influ-
ence. Under what combination of the four scenarios Japan will
stand up on the world stage remains a matter for our common
and compelling interest.
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nomic Grouping, a scheme proposed by Malaysia and the
ASEAN countries in order to enhance their bargaining position
vis-d-vis the United States, pressure toward further market
liberalization must be watched.

On the West German figure, see ‘Disarmament is a long word and
takes a long ume to say’, The Economist, 30 July 1988, pp. 39-41.
On the Japanese figure see Sayle, “The powers that might be’, op.
cif.
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