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Japan’s Changing Relations
With China and the LSSR.

Japan’s tilt toward China and away from the USSR over the past decade
portends a fundamental shift in the strategic equilibrium in Northeast Asia.
Tokyo can no longer plausibly claim—as i did in the mid-1970s—to be
pursuing an evenhanded policy toward the two Communist powers. [nstead,
Tokyo is steadily weaving closer ties with Betjing, while its relations with
Moscow have cooled considerably.

Barring unexpected changes in the determinants shaping Tokyo's policy,
Soviet-Japanese relations probably will remain cool through at least the
mid-1980s. Sino-Japanese relations, on the other hand. probably will con-
tinue to grow stronger. On the assumption that this will take place in a
context of continued coolness in US-Soviet relations, a healthy US-Japan
alliance, and further improvement in Sino-US relations, the Soviet Union
will find itsclf increasingly isolated in Northeast Asia.

This does not mean that Japan desires to align itself with China against the
Sovier Union or to adopt an antagonistic stance toward that country. The
Japanese Governinent believes that either policy would endanger national
security and will be careful that the realignment docs not proceed too far.
Particularly in arcas of Soviet sensitivity, Tokyo will resist pressure to inake
its policies conform to those of Beijing. Moreover, Japan is likely to
experience frustration in its economic dealings with China and to retain a
lively interest in stable, if not greatly expanded, trade with the USSR.

Among the forces shaping Japan’s policy toward China and the Soviet
Union, none has been more important than the changing relationships

" among the four powers engaged in Northeast Asia. Japan’s drive for
economic advantage has played a less potent role in this instance than have
broad strategic considerations. In approaching its Communist neighbors,
Japan generally prefers to move in tandem with the United States, which is

’ " still the most important external influence on Japanese foreign policy. Tokyo

also would prefer to balance its relations with the principals in the Sino-
" Soviet dispute. The Japanese Government is convinced that Japan's long-

.- term strategic interests are best served not jus? by building strong, friendly

B relations with China, but also by mamtammg busumshkc. nonamagomsuc

_ relations with the Soviet Union. . . .
- Nonetheless, Tokyo has decided that its policies cannot remain unaflected .
by the policies that China and the Soviet Union adopt toward Japan. China
has demonstrated that it desires good relations with Japan, but the Soviet
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Union has been unwilling to take the steps that Tokyo believes are necessary
to improve bilateral relations and objects to friendly reiations between Japan
and China. Moreover, the Soviet invasion of Afzhanistan has heightened

Japanese concerns about Soviet foreign and defense poiicies. As a result,

Tokyo has decided to consolidate the link with Beijing and wait for Moscow
to indicate an interest in negotiating a reasonable settlement of their :
outstanding issucs. B

If current trends persist and the incipient Japan-China-US entente contin-
ues to coalesce, US interests are likely to be affected in two principal ways: i
e Tokyo will persist in its effort to strengthen both Japan's conventional '
military capabilities and its defense ties with the United States.
e Moscow will perceive these developments as threatening to Soviet interests
- and may initiate countermeasures in other regions or on other issues that

3

would adversely affect US interests. e

Moscow 2nd Beijing hold the keys to any substantial alteration in this
projection. A combination of political and economic failures sufficiently
serious to cause a breakdown in the Chinese modernization program almost
certainly would provoke a major lzadership crisis and might spill over into
the forcign policy arena, where it would generate strains in Sino-Japanese
relations. Alternatively, if the USSR decided to undertake a serious, sus-
tained effort to improve relations with Japan, it might succeed in eliciting a
positive Japanese response. In either case, the possibility of a US-China-
Japan entente would recede and Japan would revert to a policy of more
nearly balanced relations with the two Communist powers. '
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Japan's Changing Relations
With China and the USSR
Titt Toward China
Japan's relations with the two Communist powers that refusal to returt four small islands north of Hok-
dominate the Asian continent have undergont a fun- kaido—the so-called Nonbem’l'crritoficy—\hat it had
damental change over the past decade. The process of seized in the closing days of the wart and that the
change has moved through tWo distinct periods. The Japanese consider an integral part of their homeland.
first covered approximately 1972-74, while the second -
began in 1978 and may cot yet have concluded. At the
beginning © 1970s. the Japancse Government was Tanaka apparcmly calculated that the prospect of
attempting 0 maintain a2 reasonable patance in its diy warming relations between Japan and Mos-
approach 10 he tWO rival Communist states and ha cow's Chinese antagonists would be sufficient induce-
reason to hope that it could improve relations wit ment for the Soviets 6 think eriously about relaxing
poth. By the end of the decade, the Japanese ha their grip on the dispu ed istands. {n addition. the
su ed in strengthentd their tics with China, but fQgviets were displaying more interest in involving Ja-
relations with the U had deteriorateds and Tokyo  pan inthe coonomic development of Siberia. Part of
could no longet plausibly claim to be pursuing an Tanaka's sirategy Scems to have been 10 give the
evenhanded policy toward the two powers: Soviets concrele incentives to come to terms o1 the
rerritorial issuc by cultivating their desire for large-
$opes for Batanced Relations: 1972-74 scale Japancse pamcipmion in various Siberian re-
In the carly 1970s. conditions appeared 10 the Japanese source development schemes. Immediately after hus
tobe cxceptiona“y propiticus for a majorf improvement trip to China. the Prime Minister sent Foreign Min- o
in their relations with both China and the Soviet ister Ohira to 0sCOW 10 PrepRre the way for him 10 -
Union. The United States’ opening 10 China and the maked visit to ths Soviet Union, 2 trip viewed 33 the :.
relaxation of US-Soviet tensions cle2 red the way for togicat sequcl 10 Tanaka's pilgrimage to Beijin
the Japancse t0 work out an accommoda\ion of theit ‘
own with the Chinesc and t0 attempt av improvement The Tanaka‘Brczhnev summit in Moscow in October
in relations with w. The restoration of diplo- 1973 proved 10 be the apex Of Soviet-Japanese cordial-
matic relations with China proved casy enouga. Event ity. Brezhney spoke cmhusiasﬁaﬂy of the advantagess
before Tanaka me Japancse Prime Ministe? in both parties would derive from econemic ration :
July 1972, Beijing made t clear thatit was ptepﬂted 1o inSiberias Tanaka 1es positively and the follow-
ger to buttress ing April released $1 pillion in Export-lm
large Siberian devetopment projects.

country
tions with Ching. Tanska
after his lection & agreed 108 settiement essentialty  pFOSR
i naka-Chou Entai Joint -permitting the territorial jssue to
1 discussed during

2.
8.
]

bet l9121aidwrmmecm . im
had uockedtbe normn izationof :gny"{u}mg peace treaty ncsoﬁatms. _
“ | e ‘Tok'ytla fc-mt\d“lhc Chines rcﬁpo;xding w0 its courtship of

o-track strategy- Beijing

.. Tanaka next moved to achieve d similar breakthrough {he Sovie: Union with a tw
i ... onthe Soviet frant. Although diplomatic relations had . worked to sustain the. tum built up in the not-
- been restored in 1956, Japan 4nd the Sovict Union had malization process. cultivating allies Ahrou
. nevet agreed ond peace treaty after world War 1L Y Japanese political world. promoting rapid trade expan-
w's sion, and professing 3 desife 10 Press shead on a treaty

“The only obstacle 198 ch a treaty was




of peace and friendship. At the same time. Beijing
insisted that true friendship must be based on commen
principles—most notably the principle of opposition to
efforts by third countries (i.c., the USSR) to estabiish
hegemony in the Asia-FPacific area. Already enshrined
in the 1972 Tanaka-Chou Joint Statement, this prin-
ciple, the Chincse said, would have te be incorporated
in any future treaty between the two countries.[JJJjj

The Soviet leadership apparently concluded that, in
the long run, the USSR would lose more than it gained
if it gave up the Northern Territories in retum for a
peace treaty. Moscow was not willing to mederate its
position on the Northern Territories, even though it
was anxious to obtain additional Japanese assistance in
developing Siberia; the Soviets even asserted, with
increasing vigor, that they had no intention of ever
returning the islands. The USSR may have taken this
hard line in part because it calculated that economic
self-interest would prove stronger than nationalism,
that the Japanese would not permit their desire for
reversion of the islands to inter{ere with their access to
Siberian resources, and that ultimately they would
permit the territonal issuc to fade 2way. At the same
time that the Soviets forced the indefinite postpone-
ment of a Soviet-Japanese peace treaty, they also made
clear that they would view as unfriendly 2nd provoca-
tive a Japanese decision to sign a peace treaty with
China that included an “antihegemony™ clause;

Policy Paralysis at Mid-Decade

Bent on establishing good or at least businesslike reta-
tions with both the Soviet Union and China, Tokyo
found itself in an incrzasingly awkward position and
with not as much leverage or freedom of maneuver as it
apparently belicved it had when it embarked on its
peace offensive in 1972, By 1976-77, the Japanese
Government had reached an impasse. Tokyo's di-

~ lemyna arcse in part from the way in which it defined

Japan’s security and foreign policy interests. Prime

Minister Fukuda summed up some of the most impor- -

tant policy goals in his call for an “omnidirectional,

" equidistant™ peace diplomacy. This

formula actually expressed a hardhcaQad assessincint

that it was in Japan’s interest, first, to keep out of the
Sino-Soviet dispute by maintaining 2a equidistant po-
sitiort between the two great Communist antagonists;

_and second, to adopt an accommodating, nonthreaten-

" he supplanted, wanted 1o turn Japan against the Soviet -

o N
Y wt

ing posture toward the outside world in gencral—but
particularly toward the Soviet Union and China, the
only countries that represent a poiential threat to

Japanese sccuril)-

With Moscow and Beijing cach attempting to draw ;
Japan to its side or, failing that, to ensure that Japan i
did not gravitate toward the other, Tokyo's de- i
termination to maintain an “equidistant position™

mortgaged its policy to the Communist power least

disposcd to strengthen relations with Japan.-

For several years, the situation remained frozen. If it
changed at all, Japan’s relations with both countries
cooled. The increasingly harsh line that Moscow was
taking on the territorial question offended Japanese
sensibilities. The public also was gradually becoming
more aware of the growing Soviet military presence in
the Far East, and Japanese businessmen were discover-
ing that dealing with the Sovicts was more difficult
than they had anticipated at the beginning of the
decade. With regard to China, many Japanese were
apprehensive that the growing strength of the radical
“Gang of Four™ might damage bilateral trade and
presage a revival of antiforeign sentiment and the
reappearance of some of the excesses of the Culiural
Revolution-

An End to Evenkandedness: 1972-80

The stalemate in Japan's relations with China and the
Soviet Union was broken by the purge of the Gang of
Four in Ociober 1976. The moderates who came to
power emphasized modernization and thought that
foreign assistance would accelerate the process. The
Japanese belicved the renewad Chinese interest ina o
treaty stemmed from the growing status of Deng B
Xiaoping—!leader of the moderates—and his apparent _
belief that Japan could play an important role in e
China’s modernization. That Deng, no less than those '

‘Usion did not in the end pose an insurmountable -
obstacle to Prime Minister Fukuda, because he had no
intention f permitting Japan to be turned against
anyone and because Deng proved sufficiently flexible
10 permit a compromise .
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As the prospects for an eventual agreemant between
China and Japan improved, Moscow set about trying
to derail the process. The approach that it chose em-
phasized threats and pressure and proved counter-
productive. Official statements and propaganda di-
rected toward Japan warned of unspecified dire con-
sequences if Tokyo signed a trealy containing an
antihegemony clause. Not coincidently, at least in
Japanese eyes, the Soviets began to strengthen their
garrison in the Northern Territories, thereby underiin-
ing the case with which their armed forces could be
brought to bear against Japan and their determination
to incorporate the disputed islands permanently into
the USSR. The rhetorical threats and the military
gestures took place against a backdrop of what the
Japanesc began to see as a steady and increasingly
troublesome Soviet military buildup in the Far East.

The Japancse Government refused to be intimidated;
on 12 August 1978 it signed a Peace and Friendship
Treaty with China that bound both countries to oppose
hegemony-—as Betjing had insisted—but lcft each free
to define its own position toward third countries—as
Japan wanted. Tokyo was satisfied that the treaty did
not commit Japan to concrete actions against the
Soviet Union and stressed in its explanatioas to the
Sovicts that it had no intention of participating in an
anti-Sovict cabal. At the same time, Tokyo felt little
need to go beyond that assurance, when the USSR
displayed so little interest in responding to Japanese
desires and few inhibitions about trampling on Japa-
nese sensibilities. -

In general, the position taken by the Fukuda govern-
ment may be summed up as follows:

i Although Japan would prefer to maintain a balance
> in its relations with China and the Soviet Union, its
policies can no longer be unaffected by those that
Chma and lhe Sovm Umon adopt toward Japan.

Unton: Japan will proceed to improve relations with
China. I, however, the Soviet Union ever sincerely
decides to pursue a rapprochement with Japan, it will
find that Tokyo is ready to respond positively. In any
case, Japan will not permit its China policy to be
dictated by the Sovict Union, nor will it permit itselfl
10 be coerced.

¢ Despite any impression that Beijing may try tocreate
about the character of the emerging Sino-Japancse
relationship, Japan will not align itself with China
against the USSR.-

Current Trends

The trends in Sino-Japanese-Soviet relations already
in evidence in 1978 were reinforced by the signing of
the Peace and Friendship Treaty and, as of late 1980,
are continuing in the same dircction.-

The strengthening of Japancse-Chinese relations was
symbolically confirmed by Prime Minister Ohira’s
visit to Beijing in December 1979 and Premier Hua
Guofeng's reciprocal trip to Tokyo in May 1280, This
exchznge of visits by the heads of the two govern-
ments—the first in the history of Sino-Japanese rela-
tions—together with Hua's attendance at Chira’s fu-
neral in June, closed the cycle that Qhira, as foreign
minister, had heloed 1o jpen eight ycars earlier, when
he setihe stage for the, 972 Tanaka-Chou summit. -

Before he died, Ohira made it clear to the Chinese that
the time had come to move beyond sentiment and
ritual to substancs. The basic framework of treaties
and agreements was in place. The governments of the
two countries had met and held discussions at the
highest levels. There were many indications that both
sides were firmly committed to a sustained, long-term
effort to consolidate friendly relations wich one an-
other. Now, Ohira asserted, Japan and China must
give substance to the relationship, most importantly by
expanding Sino-Japanese cconomic ties, and also by

- broadening the range of polmcul issues that cou!d be

e Chma has shown that lt wnsha fnendly relations
" with Japan. If the Soviet Union not only is unwilling
to take steps necessary Lo improve relations with

. Japan but objects to friendly relations between Japan
" - and China, thea so much the worse for the Sovict o
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Cue sign of a more mature relationship, Ohira be-
lieved, would be a less compliant and more
straighforward Japanese approach to China. Far from
indicatine a cocling of Japarn’s friendship with China,
this would mark a transition to what Ohira described
as true [riendship. involving a recognition and tuol-
erance of one unother’s shortcomings and of the dif-
ferences of opinion that would be certain to arisc.-

QOhira demonstrated what he meant by stressing pub-
licty that, although good relations with China weie
important to Japan, they would have to be conducted
in the context of Japan's relations with other countrics,
particulariy the member states of the Association of
Southeast Asian Nations and the United States. Far-
thermore, although Japan would do its best to support
the modernization of China's economy, it would not
help with China’s military modernization or support
China’s anti-Sovict policies. -

The Chinese appear to have acceptad Ohira’s char-
acterization of the spint in which future Sino-Japanese
relations should be conducted. To the extent that the
two governments manage to act in this spirit, the
chances that the relationship will prove resilient
enough to absorb occasional setbacks will be enhanced.

A certain amount of distrust between Tokyo and Mos-
cow was probably inevitable in the wake of the signing
of the Peace and Friendship Treaty. Nevertheless,
Tokyo clearly wished to contain the damnage done to
the Japanese-Soviet relationship and alniost certainly
would have tried to improve tics with Moscow had the
Sovicts not invaded Afghanistan, by coincidence only
two weeks after Ohira returned home from his highly
successful summit meeting with Hua‘-

The invasion has added new difficulties to Japan’s
_ relations with the Soviet Union—not that it hasre-
- versed or drastically altered existing patterns but it has
accelerated and reinforced trends already in progress. -

R Japanese antipathy toward and distrust of the Soviet

Union have reached what may be postwar highs. Ap-
prehension about Soviet intentions and about the im-
plications of a militarily stronger USSR has intensi-
- fied. particularly because many Japanese are also ‘

" having increase¢ doubts about the strength and reli-

ability of the United States. Japan’s response has been

u i N

to draw closer to i*s US protector, io think more
seriously about its own defense requirements, and to
cooperate with Western sanctions against the Soviet
Union. All of these moves have intenst{ied Soviet cool-
ness toward the Japancse Gm'crnmcm.-

Tokyo will attempt to curtail this potentially dan-
gerous trend. The new Suzuki government has alrcady
expressed interest in restoring a measure ¢f normality
to Japanese-Sovict relations. [t has also taken the
positi~n, however, that if the Soviet Union wishes an
improsement in relations i will have to take the inttia-
tive, not only on the lonsstanding territorial issue but
also on Afghanistan. On neither issuc have the Soviets
conceried that there is even a problem to be discussed.

_ Key Deterniinants of Japavese Policy

Strategic Consideratioas

The evolution of Japan’s relations with its two powerful
Communist neighbors has been a product of a complex
of interrelated forces. Among them, none has been
more important than the shifting strategic equilibrium
among the four major actors engaged in Northeast
Asia,

Impact of Changiug Relations Among the Big Powers,
Throughout the 1970s, the Japanese Government was
fairly confident that at least two features on the inter-
national landscape would remain reasonably stable.
Tokyo's first assumption was that the ail-important
alliance with the United States would continue. Tokyo
remained convinced that Japan’s relationship with the
United Status provided the indispensable underpinning
of Japan’s security and foreign policies, and that the

- alliance would cantinue. The Japanese occasionally

'

had qualms about where they fitted in US plans—

- particulacly reiative to China—but by and large they

accepted Washington's assurances that the alliance
with Japan was the “linchpin” of the US position in

: _Asia. The alignment with the Unrited States cstab-

lished a framework with which policy toward China
and the Soviet Union had to remain generally consis-
tent. Although in some ways this framework operated

. as a constraint on Japanese freedom of action, it glso. . -
" strengthened Japan’s position in its dealings with Mos-

cn .
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The government’s second assumption was that Sino-
Soviet relations would remain antagonistic or at least
cool. The Japanese seem never to have belicved that
rclations between China ard the Soviet Union might
heal sufficiently to permit the two rivals to coordinzte
their policies toward third countries. Since at least the
late 1960s, therefore, Japan no longer has had to worry
that its two most important potential enemies might
Jjoin forces against it as they had in the early 1950s.
This appraisal has grcatly enhanced Japan's sense of
security. In principle, it should also have increased
Tokyo's ability to inaneuver between the two
Communrist powers.

From the Japanese perspective, the seminal develop-
ment that transformed relations throughout the four-
power system was the Sino-US rapprochement en-
ginecred ai the beginning of the 1970s. As long as
China and the United States were at logzerheads, the
Japanese did not feel free to move decisively toward
China. With Washington taking the lead ir approach-
ing Beijing, friendly relations between Japan and
China no longer seemed incompatible with strong
Japanese-US relations. Beiiing, moreover, reversing
the tack it had taken in the past, declared that far from
opposing strong US-Japan relations, it approved of
them and indeed believed that Tokyo should give them
priority over Sino-Japanese relations. Going even fur-
ther, Beijing fully endorsed both the US-Japan Mutual
Security Treaty and Japan's own Self Defense Forces
(SDF). Presented with this opportunity, the Japanese
moved quickly to establish diplomatic relations with

China il

Tokyo was aware that the hand of fricndship that
China was extending to Japan and the United States
was guided by a calculated intent to isolate the Soviet
Union. Tokyo also believed, however, that Washington
intended to use improved relations with China to give

" the Soviets an incentive to improve their own relations

with the United States. In the US scenario, detente
along one axis would be the prelude to detente rather

" than confrontation along the other. US efforts to pro-

mote a relakation of tensions with the Soviets not only
provided Tokyo with a model that it found attractive—
* and certainly preferable to that of China’s hostility
- toward Moscow—it also cleared the way for Japan to
« emulate that model. As in the case of Sino-Japanese
ties, progress in improving Japanese-Soviet relations

no longer seemed likely to create stress in Japan’s
relations with the United S(alcs..

Thus, during the first transition period (1972-74) and
on iato the middle years of the decade, it was the
United States, through its opening toward China and
its pursuit of detente with the Soviet Urion, that was at
once the primary force for cnange in the four-power
system and a major determinant of Japan's policy
toward the Soviet Union and China. As the decade
wore on, however, the Soviet Union emerged as the
principal force generating realignments in the system.
It made its presence felt primarily by negative rather
than constructive actions.-

The process began with US and Japanese disillusion-
ment over the limited extent to which the Soviet Union
shared their understanding of detente. The most trou-
bling elements of the Soviets® policy were the persis-
tence with which tliey pursued the strengthening of
their armed forces and the willingness they displayed
to intervene more aggressively in Third Werld con-
flicts, even when this jeopardized improvement in
East-West relations. As the Soviets increasingly
secned to be playing the role of hegemonist, in which
the Chinese had long been trying to cast them, the
United States and Japan became more wary of the
USSR and began to move closer 1o China.-

Even as the Japanese prepared to conclude the Peace
and Friendship Treaty, they insisted that the comple-
tion of the normalization process with China should be
considered a positive bilateral development with no
significant negative implications for other countries.
Tokyo seems to have calculated that once the treaty
was signed Soviet antipathy toward Japan would prove
short lived.

In retrospect, this estimate seems to have resulted
partially from wishful thinking. It is now clear that
Japan's growing relationship with China carries with it
more substantial external costs than the Japanese
probably expected or behcvc they should have to pay.
Some Japanese suspect, for example, that the securinig
of China’s Japanese flank may have helped free the
Chinese to invade Vietnam, an act that helped Moscow
strengthen xts posmon m Hanon .
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Tokyo is also discovering that better Sino-Japanese
rclations are a persistent source of tension in Japan's
relations with the Soviet Union. Even before Afghani-
stan, it was clrar—especially to the Soviets—that the
cumulative effect of a solid Japanese-US alliance,
improving Sino-US relations, and the continuing
consolidation of relations between China and Japan
would be tae coalescence of a trilateral entente. It was
also clear that none of the thice was well disposed
tuward the USSR and that each, with varying degrees
of intensity, viewed that country as the principal threat
to its security. Thus, the Soviet leadership had good
reason to suspect that an anti-Soviet coalition was in
the making. If such a coalition jelled into the equiv-
alent of an alliance, the national security interests of
the USSR would be gravely affected. Hence the un-
remitting Soviet ¢ffort to warn all concerned—particu-
larly Japan, the weakest and most susceptible to
intimidation—that it would view with alarm further
movement in that direction|

Nevertheless, the Soviet Union invaded Afghanistan.
In this case it sccms to have been the Soviets who
miscalculated the effect of their actions on others. The
United States is increasing defense spending, pressing
its allies—including Japan—1to follow suit, and open-
ing the door to the transfer of nonlethal military equip-

ment to Ch ina-

Although the extent of the Japanese reaction can be
overdramatized, there is no doubt that the invasion had
a strong effect and helped alter the terms of reference
of the domestic debate on security and foreign policy
issues. As a resut, support for both the SDF and the
alliance with the United States has increased, even
though—or more accuratcly because—the military
balance between the United States and the USSR is
seen to be shifting in favor of the Soviets,

As for China, it has applauded the reaction in the
United States and Japan and has invited the two
.- countrics—somewhat to their embarrassment—to join
- with it in a worldwide anti-Soviet united front. By
invading Afghanistan, the Soviet Union has givena
powerful impetus to those irends in US-Japan-China
. relations that it finds most disturbing.- B

Role of Independent Japanese Judgments.

| Nonethe-
less, this is not an adequate explanation of developing
Japanese policy toward China and the Soviet Union.
The Japanese have had strong preferences of their
own, which they have been increasingly willing to voice
ard act on as they have become nrore confident of cheir
own strength and judgment—and less confident of the
strength and judgment of the United Slata.-

Japan has its own interpretation of where its strategic
and foreign policy interests lie, and the broad outlines
of the policies it has devised to protect these interests
are clear. First, the Japanese Government believes
more strongly now than 10 years ago that Japan must
maintain strong, friendly relations with the United
States. This has implications for how Japan will man-
age its relations with China and the Soviet Union:

¢ The Soviels must not be afforded opportunities to
foment discord between Japan and the United
States.

* Japan must not submit to Soviet pressure to weaken
its security ties with the United States.

« If relations between the United States and the Soviet
Union deteriorate, in general Japan should side with
Washingtoa. {r

» China must not be permitted to become a source ¢f
rivalry and distrust between Japan and the United
States. Japan should work with the United States to
develop a cooperative approach to Beijing. -

Second, the Japanese are convinced that their long-
term strategic interests are best served by maintaining
good relations with China. The japanese do not want

ever again to be in conflict with China, or cvento be
_ estranged from that country, as they were during the
. Cold War. Being on good terms with China not only

creates a less threatening security environment, it also

* frees Japanese attention and resources for other prob-

lems. In support of this objective, Tokvo has devised
several mutually reinforcing policies:

¢ It has mounted a broad, sustained cffort to cultivate
. the trust and good \:'ill of the Chinese leadership.
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« It has avoided pressing for the resolution of poten-
tially contentious issues.

It has given evidence that it wishes to be as support-
ive as possible of the Chinese modernizaton effort.

* It has demonstrated its commitment to establishing
claser Sino-Japanesc rclations by resisting strenuous
Soviet opposition to that process.

Over the longer term, the Japanese apparently hope
that these measures will help 1o strengthen the position
of the rclatively moderate elements in Beijing that
Tokyo believes are most likely to want to remain on
good terms with Japan. At the same time, there can be
no guarantee that future Chinese governments will
always be as friendly toward Japan as the current one
is. The consequence for policy is that Tokyo will not
directly support the modcmxuuon of the Chm& mili-

Third, the Japanese are determined to ensure that
Tokyo and Moscow never come into conflict or even
drift into a situation in which a possibility of conflict .
cxists; Tokyo is mindful that the Soviet Union could
casily destroy Japan. A policy in support of this interest
has been more difficult to devise. In general, Tokyo has
tried to implement two seemingly contradictory but
actually balanced policy lines. First, it has:

» Sought to reassure Moscow that Japan has no hostile
intentions toward the Soviet Union and will not join
with third countries in hostile actions against it.

* Tried to show that it is willing to cooperate on a
businesslike basis with Moscow's effort to accelerate
the economic development of Siberia. .

* Maintained that it is ready to conclude a peace treaty
as soon as Moscow returas the Northern Territories.

_ At the same umc, Tokyo has madc clar tbat |t isnot

~ wholly passive. It: -

e Acquired through the Mutual Sccumy Tmty wnh
the United States a deterren' agamst the perecxved
Soviet threat. - -

« Created armed forces of its own to supplcmcm and
enhance the credibility of, the treaty. - -

_ « Has persisted in pursuing good relations with the two

most threatening polcnual enemies ol' the Sovict

Umon

Has become less inhibited about expressing its
displeasure with, and taking countermeasures
against, Sovict actions deemed detrimental to Japa-
nese interests. [

Economic Considerations

A widespread assumption exists that Japanese {oreign
policy is dominated, if not @ctermined, by a drive lor
economic advantage. In the case of relations with
China and the Soviet Union, however, broad strategic
considerations not only have played a more potent role
in shaping major policy decisions, but have exerted a
strong influence over the manner in which many
apparently unrelated activities—including eco-
nomic—have been conducted

Nonetheless, Japanese decisionmakers have been
sharply attuned to economic considerations, which
have influenced their view of how, and for what pur-
poses, Japan should approach the Soviet Union and
China.-‘

Trade. The trading relationship between Japan and the
two Communist powers has been based on an exchange
of Chinese and Sovict energy resources, raw matcrials,
and rela:*vely unsophisticated manufactured goods for
Japanese sisel, machinery, and whole plants..

In the case of China, Japanese imports and exports
have followed roughly parallel lines and have moved
through two periods of rapid increase, from 1973 to
1975 and from 1978 to the present (sce figure 1), The
growth curves for Sino-Japanese trade gencrally have
followed those for China’s overall foreign trade; both
have tended to respond to economic and political devel-
opmcnts within China. (C)

In the case of the Soviet Union, imports grew raptdly in

% 1973 and 1974 and then leveled off. Similatly, exports

expanded between 1974 and 1976 and then siowed.

~ The two bursts of activity in Sino-Japancse trade co-

incided with major political breakthroughs in bilateral
_ relations, and the upsurge in Japanese-Soviet trade

* occurred during the years when bilateral relations were -
rclalavel) good

o

Dlll on Japan 's trade vmh Chma and the Scmct Umou are
provnded in appendix A - ) L




Figure 1: Japan's Trade With China and the USSR
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China generally has been the more importaat trading
partner for Japan. In every year but 1976, the value of
Japan’s exports to China exceeded that of its exports to
the Soviet Union. In every year since 1975, imports
from China have been greater than those from the
USSR. In the past two years, the gap between the two
countries in both categories has widencd dramatically.
I
As impressive as the rates of growth in bilateral trade
have been in some years, Japan's trade has expanded so
rapidly that rhe percentages of the total accounted for
by China and the Soviet Union have remained fow.
The Soviet share of Japanese imports has been about 2
percent for the past six years and has been declining;
China’s share is growing but is still below 3 percent.
The proportion of Japancse 2xports accounted for by
the two countries is only slightly larger: about 2.5
percent for the Soviet Union, below 4 percent for
China.-

Gl cas o,

In assessing the extent of Japan's dependence on China
ard the USSR it is necessary to examine the commod-
ity composition of the two countries’ trade with Japan
(sec figure 2). Japanese imports from China and the
USSR are dominated by raw materials. In the critical
cnergy sector, Japan has not been dependent on either
country for a large enough proportion of its require-
ments to give cither China or the USSR significant
economic or political leverage over Japan.JJJj]

Since 1974, the value of Japan's petroleum imports
from China has grown rapidly, yet China’s share of
Japan's total petroleum imports has remained low and
stable at 2 to 3 percent. Japan oblams even less of i its
petroleum from the Soviet Umon

The relauve posmon of the two Commumst powers :s
- reversed when it comes to coal; Japan has drawn much

. value of imports from China, however, is incmsing, .
* while that from the Soviet Unioa it dectining. The _

sively iargc ‘

e ,‘ ... to Japan, and which implies a degree of Japanese - -
* dependence, is timber. Although the Sovict share fell

At oy

-“more of its coal from the USSR than from China, The -

.-- Soviet share of Japan’s total coal imports, although not ,
. .- insignificant at 4 to 5 percent, has not been impres- .

" Theone commodny that loorns !arge in Sovn:l cxpom

Figure 2: Japan's Imports From China
and the USSR :
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tc 10 percent in 1979, for mest of the past decade
Soviet timber has accounted for between 12 and 16
percent of Japan’s timber imports. Japan obtains no
timber from China.

Japanese businessmen consider the Soviet Union and
China to be important export markets. Although their
respective shares in total Japanese exports have been
small, the Japanese believe the long-term potential for
a rapid increase in demand for Japanese technology,
equannent, and steel is large. Moreover, these markets
have taken on greater importance as recession in the
West has lowered the demand for such goods (see

figure 3).

The two most prominent commodity categories of
Japanese exports to China and the USSR are steel and
machinery. In machinery, the Soviet Union has proved
to be the larger and more stable market; exports to
China have oscillated in response to shifts in Beijing’s
foreign trade and modernization policies. In 1979,
however, the gap between the two almost closed. In
four of the past five years, machinery exports to the
USSR represented 4 percent of total Japanese ship-
ments—enough to be favorably noted by Japanese
businessmen and officials.

With almost 20 percent of Japanese stecl exports going
to China and the U5 U in 1979, a degree of export
dependence seems to have developed in steel. In this
arca China ranks first, with imports from Japan grow-
ing steadily, reaching a value of more than $1.5 billion
and accounting for more than 11 percent of Japanese
steel exports in each of the past two years. Exports to
the Soviet Union are also substantial, representing 5 tq
7 percent of total steel exports for the past five years
{except for 1976, when they jumped to 10 percentj.
Japanese steelmakers, therefore, can by no means af-
ford to ignore thsc markets. - .

Raam Derelonun Pw}ecu. An nmpoﬂant aspect
of Japan's effort to promote expanded trade with the

two Communist countries has been Tokyc's support for
resource development projects in both China and the -
USSR {v) ' '

' Addmoml d-tailed information on |hew ptopcu is mmdd in

Figure 3: Japan’s Exports to China
and the USSR
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A basic component of Japan’s long-term economic

- strategy is a continuing worldwide search for fuels and
. raw materials. Twc key clements of this process are an

effort to diversify Japan’s sovvces of supplyand a

readiness to provide the credits, capita! goods, and
technology necessary to develop new mmea, m!ﬁelds,
_and umbcr dcposm.- - ol

~ LTl -

" . The tradc data suggest that, in general, China and the

Soviet Union have not ecmerged as important sources of
supply. Nevertheless, so massive are Japan’s require:

ments that the joint projects it has negotiated, first




with the Soviet Union and more recently with China,
are from their points of view impressive in scope and
represent badly needed sc irces of foreign exchange
(see figure 4)

The first requirement of resource development projects
has always been credit. The projects tend to have
lengthy gestation periods and to be very expensive, and
prospective partners often have beer able to expand
production to mect Japanese needs only when Japan
has been willing to finance a major share of the costs.
China and the Sovict Union have been no exception.

In 1968, long before Beijing was willing to permit
forcigners to participate in joint projects, Moscow
negotiated its first resource development contract with
Japan. The formula devised became the prototype for
all subsequent bilateal compensation agreements. Ja-
pan supplied $163 million worth of machinery, equip-
ment, and consumer goods backed by Export-Import
Bank credits and in return received a portion of the
natural resources that were developed—in this case,
logs and timber for Japan's housing industry. A second
agreement followed in 1971, calling for $50 million in
Japanese equipment in return for manufacturing pulp
and wood chips for the Japanese paper industry. In
addition, in 1970, the Japanese put together an $80
million package that permitted the expansion of
Vostochnyy Port near Nakhodka so that it could han-
dle a larger volume of coal anid timber exports to
Japan.-

It was not until 1974-75, however, when Tokyo made
its first large-scale, government-to-government loans
to the Soviet Union, that the process got under way in
earnest. In a highly political gesture, Japan's Export-
Import Bank relcased more than $1 billion in credits—
$550 million for equipment for a second major timber
project, $450 million for developing the Chul'man coal
ficld in South Yakutia, and $25 miilion toward the cost
of the initial exploration phase of a possible multi-

billion-dollar effcit to exploit Yakutia's natural gas =

_deposits. In addition, Japan committed $152 million to
expleration for Sakhalin offshore oil and gas—with
repayment dependent upon discovery of oil. Much of
the expansion in bilateral trade that took place in .
subsequent years was fucled by t!mc loans (sec l' gure

~5>- | SIS

In the Soviet Union (and later in China). the Japanese

often became deeply involved in the development proc-

ess, although they were permitted only a limited on-site

presence and no cquity participation. In the case of

Siberian timber, for example, Japan provided:

= Assistance in project planning and execution.

¢ The machinery necessary to reach and cut the timber
and transport it to a rail line or river.

¢ Plants for processing some of the timber into pulp,
wood chips, o1 lumber.

¢ Equipment and technology necessary te expand port-
handling capacity.

« Ships to carry the timber and timber products to
Japan.

¢ Consumer goods to lure Soviet workers to work on

the projcct-

None of these ventures would have materialized had
Japanese businessmen and ofTicials not been convinced
that they were profitable and consistent with the
broad, Iong*lcr‘m economic interests both of the rel-
evant industries and of the country as a whole. At the
same time, however, the government also hoped that
the venturss would demonstrate Tokyo's good will and
help promote an improvement in bilateral relations-—
passibly even inducing the Soviets to discuss the vexa-
tious territorial issue.

Since 1974-75, Japan's interest in Siberian develop-
ment secms to have wared. All of the credits released
since then have been supplementary to agreements
made carlier:

« Two additional loans for equipment for South Ya-
kutsk coal—$90 million in 1977 and $40 million in
1979—bringing the totzi for the project to $580
million.

« In 1979, a second Sfrmllhon loan for Sakhalin onl
and gas exploration, raising the total for the prom
10 $222 million. .

. Azteemcm ona large-sule timber development deal

_is expected to be reached soon; this will represent the

. third phase of a pfme:t lhat has becn undcr way

sxnce 1968, -

No wholly new projects have been undertaken. More-
over, the giant Yakutsk natural gas venture seems
certain to go the way of the abortive Tyumen oil

: 'peline scheme. Existing projects will be continued




Japanese-Supported Resource Development Projects in China and the Soviet Union Figure 4
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Figure S: Japanese Loan Commitments Related to
Resource Development Projects in China and the

Millron US Dollars

USSR

£

and perhaps expanded, but no dramatic departures
appear to be in the oﬂ'ing.-

Both sides had their reasons for not pressing ahead
with new resource deals. The Soviets have moved more
slowly in recent years, both in expanding trade with the
. West and in negotiating joint projects in Siberia. The.
. rapid growth of Moscow’s d.bt in the mid-1970s forced
a more cautious approach for a time. Morcover, prob- |

" lems in installing and operating the large amount of

" imported equipment led

ewest

Japan has been reluctant to move further ahead in -
Siberia for both economic and political reasons. Si-
beria’s severe climate, great distances, and perennial

to_ a s}ntp drop in orders from_

=3

L .
labor shortages are serious obstacles to profitable
development. Moreover, the Soviets have proved to be
difficuit business partners. They have sometimes
overplayed their hand, apparently convinced that the
Japanese, hungry for the resources that Siberia has to
offer, will ultimately acecpt Soviet terms. But Japa-
nese entrepreneurs are used to operating in a global
economic arena and evaluate Siberian resourve devel-
opment projects in light of the alternatives. During the
late 1970s, Japanese businessmen seem to have cal-

culated that it would be more prudent and profitableto -~

pursue diversification clsewhere. Nevertheless, they
have kept the door open by continuing at least to
discuss new projects with the USSR_,-

VAT

v <




The gradual deterioration of political relations during
these same years also scems to have affected Tokyo's
willingness to back ambitious rew projects in Siberia.
Japan's political and burcaucratic leaders cvidently
saw little strategic incer ‘ive for promoting ventures
that were often questionable economically .nd that
would increase the country’s dependence on the Soviet
Usdon at a time when Moscow seemed increasingly
unfri=ndly and oblivious to Japanese hopes for Soviet
flexibility in the political arcna. The Soviet invasion of
Afghanistan reinforced this pcrccption.-

The Chinese did not finally decide that it was in their
interest to invite Japanese in 'clvement in resource
development until 1979-80. The change in policy was a
consequence of two converging imperatives. First, hav-
ing decided to step up the pace of modernization by
importing more foreign technology, machinery, and
whole plants, the Chinese leadership had to devise
mcans of earning more foreign exchange. Among the
most promising options was to greatly increase the.r
exports of coal and r~troleum, both of which could find
a ready ma-¥et in Japan. If the Japanese could be
persuaded to provide the credits necessary to expand
oil and coal production, this would help Beijing man-
age a second problem-—meeting China’s own burgean-
ing energy requirements. Jeijing 21so may have been
receptive to Tokyo's overtures because the Japanese
were willing to help remove the transportation bot-
tlenecks impeding the expansion of China's export
capacity and because they offered generous financial
arrangements—easier in terms of interest rates and
repayment periods than those granted the Soviets and
casier thai: those offered China by other Western
nations

As in the case of its ventures in the Soviet Union,
Tokyo's position on resource development projects in
China has been the product of a complex of poiitical
and eccromic considerations. Political objectives seem
to have weighed more heavily in shaping the Japanese
approach toward China, however, most obviously in
Tokyo’s decision to extend aid in the form of long-term
loans at highly concessional interest rates. Tokyo evi-
dently hapes that this aid and the expanded exports it
will permit will not only help to cement closer bilateral
relations but will support, if only indirectly and

marginally, stability in China. The Japanese believe ( }

that the current leadership in Beijing ts more likely
than any other to discern the benefits for China of
building a stable, friendly relationship with Japan
and—in spite of the invasion of Vietnam two years
ago—is less likely to lead China into dangerous foreign
adventures that might disrupt its modernization pro-

Cess. -

Resource development agreements concluded with
China this year also are intended to serve definite
economic objectives. The Japanese see China, like
Siberia, as a promising alternative source of supply for
the eaergy resources Japan needs. The Long-Term
Trade Agreement (LTTA), signed in February 1978,
envisaged a rapid expansion in bilatecal trade based on
a rapid increase in Chinese oil exports. in May 1979,
when it began to appear that the Chinese would not be
able to raise the capital necessary 10 expand their oil
production, Tokyo approved a $2 billion line of credit
from the Export-Impori Bank to develop China's
capacity to produce and cxpurt energy resources.

The focus of the joint effort in the petroleum sector is
:he oftshore fields in the Bohai Gulf. In May 1980,
final agreement was reached on a $485 million Export-
Import Bank loan that the Chinese could use to cover
their half of development costs. Since this sum is to be
matched by the Japancse investors participating in the
venture, almost $1 billion in Japanese capital has al-
ready been committed to this one projcct.-

Beginning in 1979, however, Beijing began to suggest
to the Japanese that it might not be able to sustain the
rate of increase in oil exports to Japan called for in the
LTTA, that, instead, oil exports probably would level
off, and that it might take longer than anticipated to
bring the Bohai fizld into production. Meanwhile, the
Chinese stressed, until new oil became available, coal
offered the best hope of fostenng fi urlhcr increases in
Japan—Chma trade - ; .

.

China’s faﬂure to fnll‘ it thc promxsa nt had made in
1978, owing largely to excessively optimistic oil-

production forecasts made in the mid-1970s, came as a -
disappointing sctback to those Japanese who had been
at the forefront ¢.f the effort to promote a major
expaasion in bilacoral trade.




Baikal, the 11 coal-related projects are concentrated in i
a small area around Bohai Avhich is also the location of .
the Japanese oil exploration ef fon.-
Political Considerations g
Many of the events and trends outlined above filter -
through, and are distorted by, the domestic political ki

It is a measure as much of the Japanese Government’s  process, from which they return to the decisionmakers,
commitment to strengthening relations with China as  often in narrowly focused, idiosyncratic, emotion-

of Japan’s desire to diversify sources of supply that laden forms. Two closely related key prints need to be
Tokyo nonethcless responded positively to (hc Chinese made in this connection, one related to general Japa- -

appeal. nese perceptions of the Soviets and Chinese, the other
1o Soviet and Chinese access to the Japanese political
systcm.-
Although Japanese attitudes toward both of their con-
tinental ncighbors are complex, the Japanese are gen-
erally well-disposed | NG
ward the Chinese but are suspicious, feartul, and
antagonistic toward the Sovicts.-
Public attitudes appear to have undergone dramatic
changes over the past 20 years (see figure 6). During
the 1960s, 30 to 59 percent of the Japanese disliked
both countrius. Less than S percent liked one or the
other. With the advent of detente, however, dislike of
China and the Soviet Union declined. In the case of
China, negative perceptions plummeted in the wake of
the cuphoria surrounding the restoration of diplomatic
relations, and increasing numbers of Japanese appar-
ently came to hold positive sentiments toward Beijing.
No comparable upswing in liking for the Sovict Union
occurred.-
The most striking development to take place after the
shift in opinion in the ea:ty 1970s was the increase in
public dislike for the Soviet Union in the later years of
the decade; in the year since Afghanistan, it has riscn
‘to unprecedented heights. Thus, at the beginning of the
19803, the Japanese public is far more favorably dis-
_posed toward China than toward China’s adversary. v

: ' The (wo pom, two raxlroads nnd seven ooal mines are "
. mutually dependent and reflect what appears to be an
integrated development sirategy designed to expedite

the fiow of coal to Japan. Unlike the Japanese-sup- Il
‘ported resource development projects in the Soviet “of the extent to which Chinese civilization has influ-
Unioa, which are scattered acrcss Siberia east of Lake :enced thcxr own cul' ure—-mtellcctually. arusucally.

:«.




Figure 6: Japanese Attitudes Toward the US, China, and the USSR*
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linguistically, and in terms of social, political, and
religious norms. The Japanese also appear to respond
positively to the fact that the two peoples are of similar
racial stock. Overall, this respect and affinity for
China affects current Japanese attitudes. In addition,
many people feel residual guilt about Japan's aggres-
sion against China in the 1930s and 1940s.

In general, therefore, the Japanese public is more
likely to be sympathetic toward Chinese points of view
and more willing to be persuaded that they are worth
serious consideration. The Chinese have recognized
the opening this has given them and for 30 years have
supported a sophisticated campaign to build support in
Japan and persuade the Japanese to back positions
favored by China. ]

Except for the steadily shrinking minority of Japanese
who still look to the Soviet Union as the chief defender
of world socialism, few Japanese feel any bond—senti-
mental, cultural, or otherwise—with the USSR. On
the contrary, most Japanese strongly dislike Com-
munism-—particularly the Soviet variety—and are
aware of their country’s historic rivairy with the Rus-
sian Empire. What respect there is tends to be directed
at the Soviet military—and here the respect is colored
by fear. Far from fecling guilt toward the Soviet
Union, the Japanese harbor a sense of grievence for
Moscow’s last-minute entry into World War Il and its
annexation of what they regard as Japanese territory.
The Soviets have not attempted a campaign similar to
that mounted by Beijing, possibly because they have
realized that in such a climate no comparable opportu-
nity existed for them. To the extent that they have tried
to intervene in the Japanese political process, their
approach has generally been crude and counter-

productivel-

From the perspective of the Japanese decisionmaker,
cfforts to strengthen relations with China will thus
tend to be popular, while similar efforts to improve
relations with the Soviet Union are likely to yield more
limited political rewards. Given the recent increase in
popular antipathy toward the Soviets, Japanese poli-
ticians may be more inclined to adopt a lirm position
toward the USSR, while they will tend to view opposi-
tion to close Sino-Japanese relations as a Iiability.-

~

Prospects

Continued Drift Toward Beijing

Tokyo's drift toward China and away from the Saviet
Union appears to have gathered considerable momen-
tum. Barring unexpected changes in the complex of
determinants shaping Tokyo's policy, Sovict-Japanese
relations probably will remain cool through at least the
mid-1980s; they may even deteriorate further. Sino-
Japanese relations, on the other hand, probably will
continue to grow strongcr.-

On the assumption that this will take place in a context
of continued coolaess in US-Soviet relations, a ba-
sically healthy US-Japan alliance, and further im-
provement in Sino-US relations, the Soviet Union will
find itself increasingly isolated in Northeast Asia. If,
as scems likely, Moscow attempts to arrest this devel-
opment by resorting to the same heavyhanrded methods
it has used in the past, it will only reinforce the process,
which has come to be sustained by the shared concern
of the other three powers about Soviet behavior and

intentions. .

This does not mean that Tokyo desires to take sides
with Beijing against the Soviet Union—much less con-
clude an alliance with China or adopt an antagonistic
stance toward the USSR. The Japanese are convinced
that either policy would endanger national security,
and they will be careful to ensure that the realignment
does not proceed tao far. Should there be signs of an
incipicnt crisis in Soviet-Japanese relations, Tokyo will
doits best to avert it. By the same token, while Tokyo is
likely to invest considerable effort in further consoli-
dating Japan's relationship with China, it will also
maintain a ceriain distance from the Chinese. It will
resist pressure to conform its policies to those of
Beijing, particularly in areas of Soviet sensitivity. For
at least the next few vears, it is not likely to cooperate,
except indirectly, in China’s military modernization

- program or 10 permit its defense officials to go beyond

limited contacts with their Chinese counterparts. In
addition, the Japancse have concerns of their own

* about what a militarily powerful China might portend

for thcirsccurity- ‘ R
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Japan also is bound to experience considerable frustra-
tion in its future economic dealings with China and to
retain 2 lively interest in the economic benefits of
stable, if not greatly expanded, trade with the Soviet
Union.

Siberian oil and gas, coal, and timber will be in de-
mand in Japan for the indefinite future, and a desire to
retain and expand access to this source of supply will
inhibit the government from taking steps that it be-
lieves might seriously alienate Moscow—including
taking the lead in enforcing a severe sanctions policy
against the Soviet Union. In addition, the Japanese
consider the USSR a valuable market for exports of
technology, machinery, whole plants, and steel prod-
ucts. The government has backed these exports in the
past with Export-Import Bank credits and is likely to
continue to do so, particularly if slow growth in the
West limits Japanese sales in these markets. On the
other hand, to the extent that bilateral relations cool,
Tokyo is likely to become more cautious about increas-
ing its financial stake in the Soviet Union or becoming
dependent on that courtry for too large 2 share of its

What might cause Tokyo to review the bidding on
Siberian resource developmen. projects would be a
deepening of the crisis in world energy supplies. One
possibility that already may be under consideration
would be to accept the st2am coal overburden currently
being stripred fren: the Chul'man coking coal sched-
uled to be exported to Japan. Another and more signifi-
cant possibility is that the Japanese could decide to go
ahead with the large Yakutsk natural gas project with-
out US participation. Here again, however, large-scale
deliveries of steam coal probably would not begin until

requirements for imported fuels and raw materials|Jjjj the mid-1980s or of gas until the laier years of the

Barring a serious deterioration in bilaterai relations,
Tokyo will approve Japanese participation in the ex-
ploitation of Sakhalin offskore oil and gas resources.
Encousaged by successful exploratory drilling last
summer, Japanese businessmen believe that the devel-
opment phase could begin as early a2 1982 and that the

Soviets will probably solicit a line of credit
the following year. If, as now seems likely, Japanese
businessmen decide that it is worthwhile to proceed to
the production phase, Tokyo probably will approve the
project. Although this could turn out to be larger than
any of the joint resource development ventures negoti-
ated thus far, the volumes of oil and gas delivered to
Japan still would not be large enough to create a
significant degree of energy dependence on the Soviet
- Union. For strategic and economic reasons, Tokyo
would insist that any imports of Soviet natural gas be
delivered in liquefied form by tankers rather than
through a pipeline to Hokkaido.

decade.




Nevertheless, Tokyo's commitment to support China's
medernization effort is not likely to be shaken, and
Japan’s trade with China probably will continue to be
larger than that with the USSR. Moreover, by 1985
China is likely to be exporting more oil and coal to

Japan than will the Soviet Union.

If Japan continues to move toward China and away
frorn the Soviet Union, and if the incipient Japan-
China-US entente continues to coalesce, US interests
will be affected in two principal ways:

¢ Tokyo will be likely to persist in its effort to
strengthen its defense ties with the United States and
increasc its conventional military capabilities by
accelerating impicmentation of its midterm defense
plan.

Moscow, for its part, is likely to perceive these devel-
opments as threatening, or at least damaging, to
Sovict interests and might initiate countermeasures
in other regions or on other issues that would ad-
versely affuct US imcrcsts.-

Alternative Scenarios

Japan will continue to drift toward China and away
from the USSR unless one or more of the major
assumptions in this study prove wrong. Among these
assumptions, perhaps the most critical involve future
Sovict and Chinese policies toward Japan.-

This paper has assumed that China’s policy toward
Japan is basically a function of, first, Beijing’s strategy
for dealing with the perceived threat from the Soviet
Union and, second, its strategy for accelerating mod-
crnization. Of the two, the second is probably the most
-susceptible to change. Given the magnitude of the task
that China's current leadership faces over the next t(‘cw
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years, it is possible that a series of overlapping and
reinforcing failures could generate social, economic,
and political stresses sufficiently serious to cause a
breakdown in the modernization program and provoke
a major leadership crisis. Inevitably, one result would
be a blow to Chinese foreign trade and Sino-Japanese
economic relations, as well as to Chinese cconomic
growth. If the domestic Chinese crisis spills over into
the foreign policy arena, as similar crises have in the
past, Japan’s overall relations with China could be-
come scriously strained. If the Japanese found their
friendly overtures being rejected by a more xenopho-
bic, fundamentalist breed of Chinese leaders, they
might be less forbearing and understanding than they
have been in the past. In any case, the current trend
toward stronger, more cordial bilateral relations would
be reversed.

It is more difficult to sketch a plausible scenario involv-
ing a change in Soviet policy toward Japan that would
be substantial enough to slow, much less reverse, the
trend toward increased tension in bilateral relations.
From the Japanese perspective, there are two principal
problems: Moscow’s refusal to settle the territorial
issue on terms satisfactors to Japan and, more gen-
crally, the aggressiveness that has characterized the
recent foreign policy of the Soviet Union as symbolized
by its invasion of Afgharistan. A meojor improvement
in bilateral relations almost certainly could not be
achieved without major changes in the Soviet approach
to both problems. This is not likely to occur.-

An adverse Japancese reaction probably is one of the
poteatial costs the Sovicts find least painful to con-
template when making decisions affecting bas.: de-
fense or foreign policy. Therefore, it is more fruitful to
focus on the possibility that Moscow might alter its
policy on the Northern Territories, the less important
of the two problems JJJii

The Soviets may question whether they would rcally'

. gain very much if they returned the disputed islands,

The Japanese might sign a peace treaty but refuse to
adopt a more cooperative attitude toward the Sovict
Union. As an object of Japanese friendship and
cooperation, the Sovict Union in any case would still
rank welt below China, to say nothiag of the United
States. Sovict {ear that returning tae islands would

. stimulate East Eu;opam am? Chinﬁ_c appetites for
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adjustments in their borders with the USSR is prob-
ably the most important constraint inhibiting the
USSR from making a move in this direction. The
Sovicts also want tc avoid losing the rich fishing
grounds and the opening of the Sea of Okhotsk to
foreign military pcnctmtion.-

Nevertheless, a shift in Moscow's position on the
Northern Territories is possible, if only because cur-
rent policy entails such heavy costs for the Soviet
Union ifl Japan. Some Japanese hooe that the new
Soviet leadership that will be in place by the mid-1980s
might underiake such a shift. The likelihood of a
Soviet initiative would increase if Moscow perceived
an opportunity 1o make gains in other arenas. For
example, if Sino-Japanese relations deteriorated, Mos-
cow might calculate that an all-out peace offensive
toward Japan—one involving real concessions on the
territorial issue and perhaps more advantageous trade
terms for the Japanese, as well as acquiescence in
current Japanese security policy—might be successful.
The Sovicts might hope not only to clear the way for
the signing of a peace treaty and a significant improve-
ment in bilateral relations, but also to woo Japan away
from China and toward the USSR. -

If cither of the two principal alternatives materialized
(strained Sino-Japanesr relations or improved Soviet-
Japanese ties), the possibility that a US-China-Japan
entente might emerge would recede and Japan would
return to a position more nearly equidistant between
the two Communist powers. This would tend ‘G as-
suage some Soviet concerns and thus reduce the stimu-
lus for disruptive Soviet bchavior.-

If Sino-Japancse relations deteriorated but Soviet-
Japanese relations remained cool, Tokyo would have
even greater incentives to build up the SDF and engage
in more serious defense cooperation with the United

States. -

If Soviet-Japanese relations improved whilc Sino-
Japanese relations remained friendly, the impnetus for a
more positive approach to defense issues presumably
would be reduced. Tokyo might then permit allocations
to defense to increase at a slower rate and display less
interest in giving substance to US-Japanese defense
cooperation.




Appendix A

Japan’s Trade With China and the USSR, 1970-79

Table A-1 S

Japan's Trade With China and the USSR

Exports Imports e
Million US $ Percent of Mittion US § Percent of e
Total Exports Total Imports )
China USSR China USSR China USSR China USSR
1970 569 341 29 18 254 481 13 2.5 <
1971 578 318 24 1.6 321 _49% 16 25 o
1972 609 504 2.1 18 491 594 2t 28
1973 1,041 435 28 13 24} 1076 2.8 28 N
1974 1,989 1,102 36 10 1,307 1419 21 2)
1975 2,256 1624 40 29 1.532 1.1€8 26 20 =
1976 1,663 2252 25 34 137 - 1168 21 18
1977 1,939 1934 24 24 1,547 1416 22 20
1978 3.049 2502 31 26 2,030 1.409 26 1.3

3.699 2,461 3.6 26 2,955 1,869 2.7 1.7

Table A-2

Japan's Imports of Fuels From China and the USSR

Coal Petmicum »
Million US $ Percent of Total Million US § Percent of Total
Coal Imports Petroleum Imports
China USSR Chins USSR China USSR China
USSR
1970 4 “ .39 43 2 33 07 1.2
1M s 46 .» 45 2 2 06 88
1972 [ 9 46 45 2 26 04 58
1973 7 57 KT 42 3s 5 .51 83 .
1974 13 11 A4 s 419 103 19 - e
1978 17 154 48 4.7 747 o4 36 30
1976 12 176 33 49 - 519 89 2.5 38
1917 20 166 56 4.6 665 16 26 29 B
% ; 1978 1 133 L1 43 . 781 . 713 . 30 . 28 e
B - 1919 . 6 - 124 1.9 3.8 1,119 161 - 29 42 B




Table A-3 Table A-4

Japanese Imports of Wood From the USSR Japanese Exports of Machinery to China and the
USSR

“Million US § Percent of Total
Wood Imports Million US Percent of Total
1970 198 12.5 Machinery Exports
197 197 134
1972 226 129
1973 422 12.3
1974 520 14.1
1975 a7 15.8
1976 416 1.7
1977 538 14.1
1978 528 12.7
732 9.9

China China USSR
79 23 2.6
79 1.9 2.2
52 10 3.1

14 2.1

300 3.1 1.9

39 18
306 22 39
100 0.6 3.7
1.4 4.3
590 23 - 2.6

Table A-S

Japanese Exports of Steel to China and the USSR

Million US § Percent of Total
Stee! Exports

China China USSR
237 8.4 1.6
254 73 1.9
232 6.5 24
506 9.6 2.6

6.8 4.5

8.0 5.5

7.9

93 53
13.3 6.2
1.5 73

























