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PREFACE

This report assesses long-term trends in Japan’s thinking about its
relationship with the United States in light of broad changes in
Japanese strategy. It then analyzes ways in which the United States
should re-evaluate its own security relationship with Japan in light of
the economic competition between the two countries.

This research was sponsored by the Under Secretary of Defense for
Policy. It was carried out under the auspices of the International
Security and Defense Strategy Program within RAND’s National
Defense Research Institute (NDRI), a federally funded research and
development center sponsored by the Office of the Secretary of
Defense and the Joint Staff.
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SUMMARY

This report examines Japanese views of the U.S.-Japan security rela-
tionship after the Cold War and considers implications of those views
for the United States. Since the end of World War Ii, the close U.S.-
Japan security relationship has benefited both nations. The United
States has been able to anchor its East Asian military presence in
Japan, helping to contain communist influence and lending stability
to the region. Japan has been able to concentrate on rebuilding its
economy with relatively little concern (and cost) for its own defense.
But both Tokyo and Washington have begun to reassess their secu-
rity requirements in view of changing global threats and, in the
United States’ case, in the face of perceptions of long-term economic
decline. An important part of this reassessment involves an exami-
nation of the purpose and structure of the U.S.-Japan security rela-
tionship.

THE JAPANESE REASSESSMENT

In Japan, two events have prompted debate on the security relation-
ship. The first is the apparent disappearance of a security threat
from the former Soviet Union. The second is criticism—both do-
mestic and foreign—that Japan has received for its limited role in the
Persian Gulf War.

The Japanese continue to evaluate their changing security environ-
ment in Asia. Although the former Soviet Union has clearly aban-
doned its belligerent attitude, and has lost much of its military will
and capability, Russian forces in the Far East are still of formidable
size. Moreover, Japanese-Russian relations remain strained, primar-
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viii The U.S.-Japan Security Relationship After the Cold War

ily because of the long-running dispute over the ownership of four
small islands just to the north of Japan, the so-called Northern
Territories. Pressure from Russian nationaiists forced President
Yeltsin to make a last-minute cancellation of his planned visit to
Tokyo in September 1992, a cancellation that angered and offended
the Japanese.

Japan’s relations with the other nations of East Asia are smoother,
although deep hostility toward Japan and suspicion of Japanese
remilitarization are harbored by many Asians who remember the
days of Japan’s Greater East Asian Co-Prosperity Sphere. Japanese
sensitivity to this suspicion provides a strong constraint against
strengthening its military posture.

Japan’s security environment is not trouble-free. The Japanese have
identified the following threats to peace in Asia: (1) claims by many
nations to the Spratly Islands; (2) increases in Chinese military ca-
pabilities, perhaps in part to support China’s claim to the Spratlys;
(3) the unstable peace in Cambodia, where Japanese peacekeeping
troops are now stationed; and (4) the continuing threat posed by a
North Korean regime, which remains outside the international
community and which is suspected of developing nuclear weapons.

The Gulf War highlighted for many Japanese the extraordinary ab-
normality of its international position. Japan’s peace constitution
prevented the deployment of Japanese troops to fight with the allies;
instead, Japan contributed $13 billion in economic support. Many
Japanese were ambivalent about the seriousness of Iraq’s threat to
world peace and did not believe in the necessity of forcing Iraq to
withdraw from Kuwait by military means. Consequently, the
Japanese economic donation to the war effort was made only after
extensive domestic debate, and only after Japan had been criticized
by the allies for its lack of support.

The Japanese learned several lessons from the Gulf War. The first
was that the post-Cold War era would not be free of the type of
armed conflict that could draw many nations into battle. The second
was that as the United Nations (UN) plays a larger role in peacekeep-
ing, it is important for Japan to assume a larger role in the UN. The
Gulf War was basically an American war fought under the guise of
UN approval, and Japan had little influence on events leading up to
the war or the decisions involved in launching Operation Desert
Storm. Finally, the third lesson Japan learned was that, in times of
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military crisis, the banker does not get nearly as much respect as the
soldier: Despite its large financial contribution, Japan came out of
the Gulf War with a damaged international reputation.

In the aftermath of the Gulf War, Japan has begun to consider
whether it wants to continue playing a subordinate role to the United
States, or whether it should seek a more independent and prominent
role in world affairs. If the latter course is chosen, it may be neces-
sary for Japan to transform itself from an “abnormal” nation of
enormous economic power but limited military power to a more
“normal” nation with a balance between economic and military
might. To do so will require braving the criticism of many internal
Japanese pacifists and assuaging the anxiety of its Asian neighbors.

The Japanese military establishment, business leaders, and the ruling
Liberal Democratic Party (LDP), who collectively represent the main-
stream of political thought on the subject of Japanese security rela-
tions with the United States, strongly favor maintaining the present
security relationship. The Japanese public, many of whom have
more pacifist leanings than the mainstream, are less enthusiastic
about the relationship (slightly more than half think that it is in
Japan’s best interest), but they do appreciate that the alliance has
served its protective function in the past and has spared the Japanese
from having to support a larger defense capability. The major news
media, which have traditionally taken a pacifist stance, frequently
criticize the Japanese government for being too subservient to the
United States, but they also recognize that Japan currently has no
alternative to the security relationship. Japanese nationalists, who
are a relatively small minority, favor the remilitarization of Japan so
that it can conduct its own defense and develop a foreign policy
independent of the United States.

Although the majority of Japanese clearly support the continuation
of the security alliance, both the alliance and the broader U.S.-Japan
relationship are experiencing a number of strains that will likely ne-
cessitate modification of the relationship. The chronic U.S. trade
deficit with Japan has resulted in increasingly vigorous calls in the
United States for Japan to change many of its business practices.
Such calls are not appreciated by most Japanese, who feel that the
trade deficit reflects American economic faults rather than Japanese
unfairness.
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At a deeper level, some question whether Japanese society will
continue to become more similar to American society, as it has done
since the Meiji restoration of 1868. Many Japanese no longer feel
that the United States is the best economic or social model for Japan.
Rather, there is a growing feeling that an alternative Asian model—a
model characterized by less individualism and more cooperation
among businesses and between businesses and government than are
found in the United States—might be the better road to travel into
the post-industrial future. If Japan does indeed reject some or all of
the American model, the ideological glue that holds the two nations
together will likely be weakened in the absence of a Cold War threat.

In the near future, the present security relationship will doubtess
continue, perhaps with Japan taking a more active role in its own
defense, shouldering more of the financial burden of keeping a
smaller number of American troops in Japan, and insisting on a
greater say in the conduct of the alliance. If Japan or the United
States should one day decide to abandon the alliance, Japan will
need to develop an alternative security relationship. Asia has noth-
ing like Europe’s NATO or the Conference on Security and
Cooperation in Europe (CSCE) but, since the beginning of the 1990s,
has increasingly recognized the need to establish at least a loose or-
ganization to consult on security matters in Asia. Whether such an
organization would include the United States in a political role, such
as that for the Asia Pacific Economic Cooperation (APEC) forum, or
whether it might be an exclusively Asian group, such as the
Association of South East Asian Nations (ASEAN) or the proposed
East Asian Economic Caucus (EAEC), remains to be seen.

As Japan takes on a larger role in regional and global affairs, the
United States will also have to modify its relations with Japan and
Asia. The following suggestions can be made for such modifications:

1. The United States cannot afford to become isolationist. It must
balance the reduction of U.S. forces in Japan and Asia with an in-
creased diplomatic and economic presence.

2. While the United States should continue to support Japan's de-
velopment of a UN peacekeeping role for Japanese troops, it
should make it clear that a “remilitarized” Japan is not in the best
interests of either Japan or Asia.

_
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3. The United States must not prevent Japan and other Asian nations
from developing an Asian forum for security discussions.

4. A forum for serious, ongoing dialogue between the United States,
Japan, and the rest of Asia should also be established.

5. To continue to play an effective role in Asia, the U.S. government
must gain a deeper understanding of Asian politics, economics,
and culture. To do so it must augment its staff of Asian specialists.

In the twenty-first century, America may have to give other nations,
including Japan, a greater role in global political affairs. Relin-
quishing some of its traditional leadership role will prove challenging
to American policymakers, but if the United States is to maintain the
respect of its allies, it will be necessary to move toward an equal
political relationship.

THE U.S.-JAPAN SECURITY RELATIONSHIP AND
ECONOMIC COMPETITIVENESS

The national security implications of the “hollowing out” of the U.S.
commercial manufacturing base are controversial and not obvious;
however, maintaining a healthy, technologically dynamic defense in-
dustrial base is an obvious concern in an age of defense downsizing
and reconstitution. Although the Department of Defense has tradi-
tionally tried to isolate defense-procurement and technology-trans-
fer issues from the rest of the U.S.-Japan relationship, such a separa-
tion is clearly no longer practical in the post-Cold War era. To
provide defense policymakers with a framework within which to
judge the economic-competitiveness implications of defense-policy
decisions, we have identified four ways in which defense-procure-
ment issues overlap economic-competitiveness issues:

*  Spin-off, which is the migration (or planned transfer) of tech-
nology from the military to the commercial sector

* Spin-on, which is the reverse of spin-off, is the migration of
commercial technologies to the military

* Direct foreign investment in the U.S. defense industrial base by
Japanese firms
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e Component dependence on foreign suppliers, in this case,
Japanese-owned suppliers, particularly those physically located
outside the United States.

Spin-off was crucial to the development of a number of critical early
post-World War II civilian industries, such as computers, semicon-
ductors, nuclear power, and radar; its significance has decreased in
recent years, partly because of the high specialization of defense
technologies. But the decrease has also been the consequence of the
high institutional “walls” separating civilian and defense contractors
in the United States. Such separation is a result of the heavy regula-
tory burden of defense contracting and of the detailed and de-
manding specifications built into most weapon designs. While fur-
ther empirical research on this subject is necessary, it seems
probable that similar barriers do not exist in Japanese industry,
where military and civilian contractors are in‘2grated both at a high
corporate level and at the level of the factory floor.

The lack of such barriers in Japan implies that, with co-development
agreements between Japan and the United States on such projects as
the FSX, some U.S. technologies will inevitably leak. The leakage (or
unintended technology migration) can be partially compensated for
by technology flowback agreements, although many American de-
fense contractors do not have adequate capabilities or incentives to
acquire potentially useful Japanese technologies. In the future, it
would be best for the United States and Japan to avoid co-develop-
ment altogether and to choose either licensed production or fully
indigenous Japanese development.

With the rapid development pace of many commercial technologies,
spin-on has become a more central issue than spin-off. The same
factors tend to inhibit spin-on as spin-off: the separation of com-
mercial and defense businesses in the United States owing to regula-
tory and other burdens. Companies also have to worry about the po-
tential loss of intellectual property rights when they incorporate
commercial patents and designs into defense goods. Again, the abil-
ity of Japanese firms to “spin-on” commercial products is probably
higher than for their American counterparts. There are, moreover,
high-volume Japanese commercial manufacturing businesses, such
as those that produce gallium arsenide semiconductors, whose exis-
tence will potentially yield important defense dividends. The loss of
or failure to create certain of these commercial manufacturing ca-
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pabilities could have a detrimental effect on the U.S. ability to
“reconstitute” its forces at a state-of-the-art technological level dur-
ing a future crisis.

Foreign direct investment by Japanese firms in the United States is
also a potential source of technology leakage. The likelihood that
Japanese and other foreign companies will try to acquire U.S. de-
fense firms is quite high, given the large decreases in U.S. defense
spending planned for the next five years. The attempt of the French
electronics firm Thomson to acquire the missile division of the LTV
Corporation and Fujitsu’s efforts to purchase Fairchild Semi-
conductor are harbingers of things to come. While the political
constraints on Japanese purchases of prime contractors will be sub-
stantial, the same may not be the case of subcontractors or compo-
nents suppliers.

The importance of component dependence on Japanese firms will be
determined entirely by (1) how high up the value-added chain the
component is and (2) how many alternative sources of supply, for-
eign and domestic, a given component has. For relatively low-value-
added components with numerous alternative suppliers, for exam-
ple, dynamic random-access-memory (d-RAM) chips, dependence
on foreign supply can be seen as merely one potential bottleneck,
although by no means the most important, in constraining future re-
constitution.

o
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Chapter One

INTRODUCTION

OVERVIEW AND OBJECTIVES

The U.S.~Japan relationship since the end of World War II has been
intimate and complex. The formal structure supporting the relation-
ship has been the U.S.-Japan security alliance; however, the bilateral
relationship encompasses not only the military alliance but also
close and complex economic and political ties. This broader rela-
tionship is being reappraised by both the Japanese and the
Americans.

Japan has significantly downgraded the security threat posed by the
former Soviet Union. Although the final disposition of Russian forces
remains unclear, they no longer present the main threat to Japan’s
security. Instead, other potential danger spots in Southeast Asia, e.g.,
the Spratly Islands, are receiving increasing attention, as are China’s
military buildup and events on the Korean peninsula.

Changes in threat perception are not the only reason for Japan to
reappraise its role in the U.S.-Japan security relationship. Perhaps
an equally important factor has been the ultimate recognition of the
“abnormal” status of Japan and the United States. While the United
States is a military and political superpower “with economic feet of
clay,”! Japan is an economic superpower with the political stature of

10lsen, Edward A., “A New American Strategy in Asia?” Asian Survey, Vol. XXXI, No. 12,
December 1991, p. 1142.
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a pygmy. This asymmetry was manifest in the relative contributions
of the two nations during the Gulf War.

Japan stands today at a crossroads. The old certainties of the Cold
War era are disappearing. America’s preeminent economic power is
fading. The death of Emperor Hirohito ended the Showa era, an era
tainted with Japanese imperialism—the legacy of which still haunts
the Japanese. Worst of all, the U.S.-Japan relationship seems to be in
trouble. This trouble stems mainly from trade friction, even though
its roots are far more complex, encompassing cultural, social, politi-
cal, and security differences between the two nations.

The end of the Cold War and the uncertain future of the new inter-
national order are making new inroads in Japanese thinking. New
agendas must be addressed. These agendas include an examination
of the appropriateness of Japan’s political structure, an assessment
of the consequences of not having an independent national security
policy, a solution to the question of Japanese dependence on the
United States, and a full-fledged formal recognition by the govern-
ment of Japan's responsibility for aggression against its neighbors
during World War II.

Changes in Japan’s external environment also raise questions as the
world order changes from a bipolar to a unipolar or perhaps even a
multipolar structure. Japan has begun to reassess the U.S.-Japan re-
lationship in the midst of all these changes, both internal and exter-
nal.

In the aftermath of the Cold War, the Japanese asked themselves four
questions:

1. Are the traditional threats to Japan's security changing?

2. If so, how does the U.S.-Japan alliance address the new threats?

3. If the alliance should be maintained, are current communication
and management structures adequate?

4. Should Japan seek or accept a larger global political role commen-
surate with its economic power and global interests, and if so,
how?

i
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The United States will also have to reassess its relationship with
Japan in light of the end of the Cold War. During the Cold War,
American administrations played down economic frictions with
Japan for the sake of the broader security relationship. This period
would now seem to be over: The Clinton Administration has indi-
cated that the economic side of the relationship with Japan will be
scrutinized as never before. In the economic field, a group of
American analysts of Japan, known collectively as “revisionists"—
among them, Chalmers Johnson, Clyde Prestowitz, Karel van
Wolferen, and James Fallows—have come to very different conclu-
sions about the nature of the U.S.~Japan economic relationship from
those of traditional Japanologists. Asserting that Japanese capitalism
is qualitatively different from American capitalism, and that the per-
sistent bilateral trade deficits between the two allies could not simply
be explained by exchange-rate misalignments, this group has called
for “tougher” American trade policies toward Japan. It is our view
that, although the U.S.-Japan alliance remains vitally important, the
United States itself needs to reassess the security side of the relation-
ship in light of economic competition with Japan.

This study examines two important topics. In Chapter Two, we dis-
cuss the broader topic of Japan’s reassessment of its relationship
with the United States in light of the end of the Cold War and the Gulf
War. The admittedly strong impact of trade friction on the relation-
ship has received considerable attention in recent years and so will
be considered here only as it is expressed through its political conse-
quences.

The second, more specific topic, which is covered in Chapter Three,
is how the United States should reconsider its defense policies in
light of the economic competition with Japan, with particular regard
to four technological-competitiveness issues: spin-off, spin-on, di-
rect foreign investment in the U.S. defense industry by Japan, and
component dependence on Japanese suppliers.

In Chapter Four, we summarize the principal conclusions about na-
tional security policy that the Japanese appear to be reaching, and
we offer policy suggestions for the U.S. side to prevent further dete-
rioration of relations with Japan and to preserve American techno-
logical competitiveness.

-
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The focus of this report is on the present status and future nature of
the U.S.-Japan security alliance. Although this alliance will undergo
strains, there is little reason to believe that either country will choose
to abandon the alliance in the foreseeable future. But there will al-
most certainly be a need for changes within the alliance structure as
Japan becomes a more “normal” (i.e., independently acting) nation.
The United States will have to realize that its future choices will in-
evitably be constrained by changes in its relations with a more as-
sertive Japan, not to mention changes in the structure of world poli-
tics.

SOURCES USED IN THE STUDY

Americans remain woefully ignorant about Japan. The causes of this
ignorance are many, from a strongly ethnocentric view of the world
to a lack of knowledge of the Japanese language. Americans seeking
a knowledge of Japan have a rich and varied culture to learn about.
And Japan, contrary to popular Western thought, is far from being a
homogeneous society.

To compound the foreign observer’s difficulties, the Japanese them-
selves are often less than eager to present their case to outsiders. The
Japanese form of expression is indirect, with veiled meanings. The
distinction between the reality of a situation [honne] and the appear-
ance that is presented [tatemae) is a marked characteristic of
Japanese culture. The job of the researcher who seeks to understand
the true nature of Japanese society is not an enviable one.

This study is based on two sources: extensive interviews with a select
group of Japanese politicians, government officials, business leaders,
journalists and academicians;? and written sources, consisting of
scholarly publications in both English and Japanese, as well as
nonacademic publications in Japanese, ranging from newspapers to
popular periodicals.

Fathoming the honne of an issue as sensitive and complex as the
U.S.-Japan security relationship is admittedly difficult for non-

24 list of those who were contacted can be found in Appendix A; the standard inter-
view questions that were put to them may be found in Appendix B.
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Introduction 5

Japanese researchers. There are, however, approaches to conducting
an inquiry that maximize the possibility of tapping the true opinions
of the Japanese. The key components of our interview approach
were the atility to establish a friendship with the interviewees and
the willingness to converse with them in their own language. We
cannot claim to have utilized these interview skills perfectly, but we
did try to conduct our interviews—whether in Japanese or in
English—in an informal and intellectually challenging manner,
rather than in a rigid question-and-answer format. Our goal was to
provoke our interviewees to be straightforward rather than diplo-
matic and polite. We, in turn, presented our own ideas to the
Japanese in a candid manner, as a sign of our trust in them and our
desire to form a working relationship.

Our survey of the literature, much of it written by and for Japanese
(although it was not as extensive as we would have liked), did provide
background and corroborative evidence of what the Japanese were
thinking. Although we cannot claim that everything we have re-
ported here is honne, we are confident that our respect for and sen-
sitivity toward Japanese culture and our seriousness of purpose were
acknowiedged and appreciated by our Japanese interlocutors.
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Chapter Two

THE JAPANESE REASSESSMENT

JAPAN’S CHANGING STRATEGIC ENVIRONMENT

The End of the Cold War: Changing Threats

As Stuart Harris has observed, “even if less clearly defined, the impli-
cations of the end of the Cold War in Northeast Asia are no less por-
tentous than those in Europe. In some respects, although lacking the
drama of the European changes—no Berlin Walls have fallen—they
are more complex.”! The Japanese military establishment, as well as
Japan’s public-opinion leaders and policymakers, have accepted that
the Cold War is over.2 While many of the implications of this change
are still emerging, the chief priority of the new peacetime environ-
ment is for Japan to re-evaluate its security requirements in the ab-
sence of an apparent threat from the former Soviet Union.

International security threats comprise a combination of aggressive
intentions and military capabilities. And viewed from a long-term
perspective, as most security policies are, the additional factor of
predictability, especially predictability of intentions, becomes a third
important variable to enter into the threat equation. The Japanese
are perhaps more concerned about the unpredictability of their

1Harris, Stuart, “The End of the Cold War in Northeast Asia: The Global Implications,”
in Stuart Harris and James Cotton, eds., The End of the Cold War in Northeast Asia,
Boulder, Colo.: Lynne Rienner Publishers, Inc., 1991, p. 258.

25ee “War and Peace for Superpower Japan: Is There a New Strategy for Japan Now
That the Clear Enemy Has Disappeared?” Voice, September 1992, pp. 72-73.
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security environment than about the present intentions or military
capabilities of their neighbors.

The Asian security environment, always less structured than the
European NATO-Warsaw Pact environment, is becoming even more
complex and multipolar. During the Cold War, a fairly clear division
of loyalties existed in Asia. On the one side, there were bilateral al-
liances between the United States and its Japanese, South Korean,
and Taiwanese allies. This Western group attempted to contain
communist influence on the other side, in Russia, China, North
Korea, and North Vietham. But even during the Cold War, relations
between Japan and its neighbors required a more finely tuned
diplomacy than that practiced by Washington. Today, changes in
domestic politics in most of the communist and formerly communist
states, and the resulting breakdown of a clear distinction between
East and West, make the political environment in Asia extremely
fluid.

Japan's 1992 defense white paper identified the following problem
areas in East Asia: the continuing confrontation between North and
South Korea, the multinational dispute over the Spratly Islands, and
the unresolved conflict in Cambodia. On the other hand, the white
paper noted positive signs in the region: a continuing dialogue
between North and South Korea, both of whom joined the United
Nations; Sourth Korea’s announcement that it is free of nuclear
weapons; North Korea's signing of the Non-Proliferation Treaty and
acceptance of nuclear inspections by the International Atomic
Energy Agency (IAEA) [aithough, in 1993, Pyongyang refused to allow
IAEA special inspections of facilities suspected of hiding undeclared
nuclear material}; China established relations with South Korea and
Vietnam, and strengthened relations with Russia; North Korea was
talking about opening up to the outside world, and Vietnam had
opened up; and a Cambodian peace agreement was reached.

The 1992 defense white paper opened with the observation that “the
East-West confrontation that had keynoted the world military situa-
tion for over 40 years since the end of World War Il came to an end
with the collapse of the Soviet Union, in both name and sub-




L T m———

et e,

The Japanese Reassessment 9

stance.”3 As for the threat posed by Russian forces in the Far East,
the white paper was more cautious: “It is not yet clear how the
former Soviet Union’s massive military forces in the Far East will
develop in the process of the CIS [Commonwealth of Independent
States] reorganizing the former Soviet Union’s military forces. As of
now, no significant movements toward arms reductions have been
seen in the Far East, constituting an unstable factor for the security of
this region. . . ."*

In the following subsections, we discuss the changing geopolitical
threats to Japan.

The Russian Threat. Like most other Western nations, Japan is ex-
periencing difficulty in adjusting to the changed security environ-
ment vis-a-vis the former Soviet Union. In Japan’s case this difficulty
can be attributed to at least three factors: lessened dependence on
U.S. military power, negligible rapprochement between Russia and
Japan, and lack of Russian stability.

As to the first factor, the Cold War superpower confrontation pro-
vided both predictability and form to Japan's relations with its most
powerful ally, the United States. Without a Soviet threat, Japan'’s de-
pendence on U.S. military power is presumably not as great.

The absence of any real rapprochement between Russia and Japan in
the aftermath of the breakup of the Soviet Union, the second factor,
has the two sides blaming each other for the lack of improvement in
relations. Russian analysts argue that Japan has “belittled the
changes that perestroika and new thinking have brought to Soviet
foreign policy.”5 Japanese defense analysts point to the lack of force
reductions in Russia’s Far East. The Japanese are also concerned
about the sale by former Soviet republics of modern weapons to
other nations, especially China, as well as the possibility of weapon-
technology (especially nuclear technology) transfer, all in the new
Russian spirit of free-wheeling capitalism.

3pefense Agency of Japan, Defense of Japan, 1992, trans. Japan Times, Ltd., Tokyo:
Japan Times, Ltd., p. 3.
4Defense of Japan, 1992, p. 5.

5Menon, Rajan, “Soviet-Japanese Relations: More of the Same?” Current History, April
1991, p. 160.
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Ironically, it is not criticism of Russia’s vast military establishment
that has preoccupied the Japanese, but rather a relatively insignifi-
cant dispute involving the ownership of four small islands (which
Japan designates as the Northern Territories), the closest of which is
located only a few miles north of Hokkaido. The islands are at the
southern end of the Kuril chain, which stretches south from Russia’s
Kamchatka peninsula. The archipelago provides an eastern barrier
to the entrance of the Sea of Okhotsk, from which Russian ships and
submarines operate. The islands also have economic value in terms
of fishing rights and mineral deposits. Russia is believed to have a
brigade of troops supported by helicopters and MiG 23 fighters sta-
tioned on the larger two islands of Kunashiri and Etorofu.5

The former Soviet Union (and now Russia) claims the archipelago
“by right of first discovery, first annexation, first settlement, and first
exploration.”” The four islands were given to Japan in the Treaty of
Shimoda, signed in 1855 by Japan and Russia. In the 1875 Treaty of
St. Petersburg, Japan traded its claim to the southern half of Sakhalin
Island for possession of all the Kuril Islands north to Kamchatka. The
Soviet Union regained the entire chain at the end of World War II.
Japan has never recegnized the legality of Russia’s possession of
the four southern islands, claiming they are not part of the Kuril
group that Japan officially ceded to the Soviet Union in the 1952 San
Francisco Peace Treaty.

The Soviet Union has in the past (e.g., 1956, 1988, 1990) offered to
give Japan the two smallest islands (Shikotan and the Habomai
group) in return for a peace treaty, but Japan has continued to insist
on the return of all four islands.? Various deals have been floated
from both Tokyo and Moscow, involving the Japanese “purchase” of
the islands for a large sum of money, or even some agreement
whereby the islands might be occupied by Russia but owned by
Japan. Russia is sensitive about setting a precedent of ceding terri-

6 Defense of Japan, 1992, p. 42.

7Former Soviet Deputy Foreign Minister Igor Rogachev in Izvestia, March 28, 1989,
P. 5; as quoted in Menon (1991), p. 162. See also the more extensive discussion of the
Northern Territory issue by Rodger Swearingen, The Soviet Union and Postwar Japan,
Stanford, Calif.: Hoover Institution Press, 1978, pp. 185-196.

8Menon (1991), p. 161.
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tory to Japan, China, or another CIS republic. The island issue has
thus stalemated Japanese-Russian relations.

The third factor in Japan’s difficulty in responding to its changing se-
curity environment is the lack of Russian stability—in both domestic
and foreign affairs—which creates an uncertain security environ-
ment for Japan. The difficulty of predicting what Russia might do is
aptly illustrated by the last-minute cancellation of President Yeltsin's
visit to Japan in 1992.

The response of the Japanese press to the cancellation was one of
disappointment, acceptance, and suppressed anger. The govern-
ment and the press urged the Japanese peocple to be “cool” and “not
become emotional.” Perhaps the most important consequence of
the cancellation was that Japan had even less reason to trust Russia,
given the apparent instability of the Russian government.? Although
Tokyo immediately announced that a $100 miliion food-aid ship-
ment would still be made to Russia, and that negotiations on other
issues would continue, the canceled visit (and the failure of the
Russians to reschedule it in November 1992, when Yeltsin made his
rescheduled visit to South Korea) left the two nations in a twilight
zone between the Cold War and a new era of cooperation.

The Chinese Threat. After Russia, China is the Asian nation with the
strongest military capability. While China has kept military expendi-
tures at a constant percentage of gross national product (GNP) since
1990, the robust growth of the Chinese economy has produced three
consecutive years of higher military expenditures. Japan estimates
that the increase in spending in 1992 was 13 percent over 1991
spending.!® Among the recent additions to China's arsenal are
Russian Su-27 fighters. The Chinese were even reported to be con-
sidering the purchase of a Ukrainian aircraft carrier, although the
deal does not seem to be going through.!!

9See, for example, the Yomiuri Shimbun's editorial of September 11, 1992, Morning
Edition, p. 3.
Y Defense of Japan, 1992, p. 49.

lChina reportedly took delivery of 24 Su-27s in December 1992, according to KYODO
news service, December 17, 1992; cited in Foreign Broadcast Information Service
(FBIS), Daily Report, East Asia [hereinafter, FBIS-EAS], December 17, 1992, p. 5.
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Japan’s relations with China have been relatively smooth. The
Japanese continue to advocate the importance of opening up China
economically, and this advocacy has most certainly been appreciated
by Beijing. Except for the passage in 1992 of China’s Territorial
Waters Act—by which China has laid claim not only to the Spratly
Islands but also to Japan’s Senkaku Island—China’s present inten-
tions toward Japan seem positive. However, in terms of predictabil-
ity, the Chinese do not score so highly. Chinese politics have taken
dramatic twists and turns, and the imminent demise of Deng
Xiaoping may trigger yet another change in the political scene. But
China’s economic reform movement has built up such a head of
steam and Deng has been so successful in placing reformers in posi-
tions of power that China is likely to become less of a security threat
to Japan in the 1990s than it had been in the Cold War past.

The consensus among those we interviewed for this report is that
Japan desires neither a weaker China—for example, a China torn by
the chaos of political succession—nor a militarily stronger China that
might be motivated by expansionist desires. A weaker China could
be a serious source of economic, political, and sc ial instability in the
region, with such consequences for Japan as an increase in Chinese
immigrants or refugees and demand for greater economic aid. A
stronger China could become a rival or even an adversary.

The future intentions of China in regard to Hong Kong and Taiwan
are unclear to the Japanese. Whether Hong Kong will be allowed to
keep its democratic-capitalist system after 1997 has been questioned
by Beijing (perhaps as a bluff in a power play with the governor of
Hong Kong). But whatever happens in Hong Kong after 1997 is not
likely to pose a serious security threat to Japan.

China’s future relations with Taiwan may be a different matter. Like
China, Taiwan'’s strong economy has enabled it to improve its de-
fense capabilities, for example, with purchases of advanced fighter
planes from the United States and France.!? The minority
Democratic Progressive Party, which received a third of the votes in
the December 1992 election, has called for Taiwan’s independence

12Taiwan is reportedly purchasing 150 F-16s and 60 Mirage 2000s. Both purchases are
being made over strong Chinese objections. See “Regional Briefing,” Far Eastern
Economic Review, January 7, 1993, p. 13.
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from mainland China. Such a break is unlikely to come in the near
future. If it did, it could conceivably trigger an armed conflict with
the mainland. Such a conflict, at Japan’s doorstep, could easily have
repercussions for Japan's security, especially if the United States
should extend assistance to Taiwan, perhaps even from American
bases in Japan.

Threats from the Korean Peninsula. As the defense white paper
notes, on the Korean peninsula “the pattern of military confrontation
between the North and South has remained basically unchanged
since the end of the Korean War, and the Korean Peninsula has re-
mained an unstable factor for the security of East Asia including
Japan. ...”13 In the near term, Japan has little reason to fear a secu-
rity threat from South Korea. Although the two nations have never
had a close post-World War II security relationship, their security is
linked by strong bilateral alliances with the United States. Although
both North and South Koreans have bitter memories of Japan’s
colonial aggression, the South Koreans have developed strong eco-
nomic ties with the Japanese and have learned to work with them.

North Korea also has strong ties (of a sort) with Japan: An estimated
200,000 North Koreans have lived in Japan since World War I1.14 The
Kim Il Sung regime has been courting Tokyo in pursuit of diplomatic
recognition and a large wartime compensation package. Although
the Japanese government is also eager to normalize relations in order
to provide greater stability to the region, the normalization talks have
made little progress over the failure of the North Koreans to agree to
permit mutual North-South Korean nuclear inspections.

Particularly worrisome to the Japanese is the possibility that North
Korea could develop a nuclear weapon capable of being delivered to
western Japan by its new Scud-C missile. What purpose such an at-
tack would serve is not obvious; however, given the somewhat reck-
less nature of North Korean military policy in the past—from
launching the Korean War to attempting to assassinate the South
Korean president—the possibility o