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1, Introduction

In my presentation, I would approach the topic assigned to me from the three perspectives. First, state-to-state competition and rivalry.  States are still the key players of international relations. This is a well-known and old-fashioned standard approach of analyzing strategic relations. 
However, this is not enough to understand the strategic relations in East Asia. I would point out the second perspective, especially the rapid expansion of the cross border and multinational production network mainly conducted by the multinational companies( not just the increase of trade and investment volume) and their implications for security. Multinational companies are constructing a regional wide production networks. So many companies are connecting each other across the national boundaries through theproduction networks. Asia is the most distinguished region in this regard. 
Third is the norm-structure or value-structure of contemporary East Asian international relations. By saying norm- and value-structure, I mean the different approaches to how to organize international affairs in the region. We are witnessing a serious competition in this regard.
Taking these three perspectives into account, I would say how Japan has been responding to the changes of strategic relations of East Asia. 
2, State-to-State competition and rivalry.

Usually we identify the changes of “national power” such as economic power which are reflected on GDP, military power, technological level, and size of population etc as key factors affecting strategic relations. 

In this regard, Asia’s political and strategic environments have been becoming more fluid, uncertain and complicated. The rise of China, more assertiveness of Japan, the predominant US military power and quagmire in Iraq and the changing perception of the US in Asia, the rise of India, North Korea’s going nuclear, all these are making a strategic landscape of Asia more fluid and complicated.

Because of this, there are deep-seated senses of uncertainty, insecurity and vulnerability in most of the Asian countries. 
Responding to these insecurities and uncertainties, East Asian countries have been taking a variety of strategies to protect their own interests. East Asian countries have been taking strategies simultaneously ranging from “engagement” to “risk-hedging” and “soft-balancing”. 
Bilateralism is another characteristic of state strategies adopted by most of the countries in the region. Almost all the countries of the region have enhancing security relations with others on a bilateral basis. 
Japan is not the exception. Japan has been loosening the self-binding restrictions on Japan’s participation in regional and global security affairs and adjusting its domestic institutions to support new security policies. 
The defense cooperation between Japan and the US has expanded enormously. The US-Japan 2+2 meeting between defense and foreign ministers of the respective governments in February 2005 issued the joint statement in which the two governments have forged a common strategic agenda for the alliance.  

Japan’s foreign policy approaches to our neighbors have also changed. The most marked change is that Tokyo adopted a more assertive stance towards Beijing.  China remains a potential factor of our concern until it develops more matured domestic political institutions, political cultures and pluralistic political values.  Chinese military modernization, together with its lack of transparency, is Japan’s concern. We are taking risk-hedging strategies.

However, this does not mean that Japan does view China as a threat. Japan sees China as an opportunity and a challenge to face. China gives Japan a plenty of opportunities. The argument that Japan is concerned about China’s economic development is fundamentally flawed, ignoring the fundamental changes in the economic relations in East Asia over the last decades.
Why? Here I would move to the second point.
3, Regional Cross-Border Production Networks by Multinational Companies 

Multinational companies have been expanding their production networks across national boundaries. 

East Asia has grown into an East Asia-wide giant factory with economies interlinked through extensive, region-wide production and distribution networks run by multinational companies.
East Asian production networks led by multilateral companies have given rise to a “triangular trade pattern”: Japan and NIES export capital goods and sophisticated intermediate goods (parts and components) to the less-developed countries (ASEAN and China) which process them for exports to the North America and Europe. 
China’s huge surplus in its trade with the US and trade deficit with the rest of Asia is a just reflection of this triangular trade relations. China’s huge trade surplus vis-à-vis the US is offset by China’s huge trade deficit in trade (components and parts) with other Asian economies. So we can say that the massive US trade deficit is held against East Asia as a whole. 
China’s export of high-technology products has expanded for the last years. This growth is also attributable to China’s integration into the East Asia-wide regional production and distribution networks formed through extensive foreign direct investment by foreign(not Chinese) firms. 
In the meantime, China’s contribution in terms of added value has been limited to its function in the assembly sector that is heavily dependent upon the supply of abundant cheap labor.  
The recent increase of export from Southeast Asia to China could be explained in the context of the expansion of cross-border production networks led by multinational companies. The most rapidly increasing items from Southeast Asia to China are not finished goods or agricultural products, but components and parts to be assembled by foreign multinational companies in China for export. These days “made in China” is mostly made elsewhere by multinational companies. “Made in China” should be correctly called “assembled in China.” Mutinational companies are using China as the final assembly site in their cross-border production networks.
Japanese and other multinational companies are largely “invisible” behind the “Chinese” factories producing a large amount of tradable goods. And about 60% of China’s exports are controlled by foreign companies.
This means that multinational companies are now playing the key roles in producing, supplying and assembling various parts for the final products in the region. We are obtaining money through these networks.
The big picture that I have mentioned gives a new understanding of East Asian economic relations and their implications for security.

First, Japan is not competing China. The real economic competition is not between state and state, but between firms and firms.

Second, Chinese firms are not competitors for Japanese firms in the foreseeable future. SONY-Japan’s rival is not Chinese firms but SONY-China. Toyota-Japan will be competing with Toyota-China in a global market soon. 
Third, these aggressive ventures by multinational companies have been changing domestic politics. The political influence of the companies that are aggressively pursuing a region-wide production strategy are getting more political influence in the decision making process in the respective countries. 

Look at the case of Japan. The presidents of Japan Economic Federation, the most powerful business association, were mostly CEO of the big companies heavyly protected by the government such as a big bank. But, this has changed. The previous president was the CEO of Tokyo and the current one is from Cannon, both are global companies. 
Fourth, our prosperity is more and more depend upon the success of multinational companies. In the case of Japan, Japan-based multinational companies are getting the bulk of profits from their overseas business in East Asia including China. Actually, Japan’s profits from overseas investment are now roughly equal to the trade surplus. We are getting more and more dependent upon overseas business for our economic welfare. 
Fifth, all these affect our security calculations. It is betting more difficult to resort to the military forces. (Brook’s book)  

With the coming of an ageing society, Japan must generate profit overseas by effectively using our assets. Japan desperately needs good overseas markets for investment to sustain our prosperity. China’s growth provides Japan with excellent opportunities for investment and contributing to upgrading. Japanese economic structure.  It is good news for us to hear that hundreds of millions of excellent Chinese people are ready to work for us and sustain our prosperity. There is no reason why Japan should be worried about it.

What Japan is concerned about is the domestic instability and economic disturbance in China which might be caused by internal contradiction and the lack of economic governance. We are concerned that the Chinese leadership may face so serious criticisms that it has been “selling” China to foreign multinationals, once economic growth is slowing down. 

There are many areas where both have different positions and interests. However, I’m convinced that both governments could find a new political framework within which disputes could be managed peacefully. 
4, Competing Norms and Values on How to Organize International Relations

Third and finally, I would point the conflicts over norm and value strcture of international relations in East Asia. There are conflicting views over how to organize the international relations in the region. I think that competition will greatly affect the future shape of international relations of East Asia.
The one hand we have a Chinese way. “The New Security Concept” and the concept of “Peaceful Development” were recently added to the decades-long Five Principles of Peaceful Co-existence. Although these concepts emphasize various new forms of inter-state relations (such as mutual trust, mutual benefit, dialogue and consultation, confidence-building, cooperation and so forth), they are basically the Westphalia type of norms of international relations. 
Chinese norms and principles are mostly relating to “external “dimensions that could be applied only in inter-state relations. As for “internal” matters, China sticks firmly to the traditional concepts of national sovereignty and non-intervention. China is selling the so-called “Beijing Consensus” instead of “Washington Consensus.”
On the other hand we have an American way which emphasizes “internal” aspect and harmonization. Democracy, freedom, human right and good governance are the key principles that should underline international relations in the region. The harmonization of domestic institutions underlined by liberal norms is vital in this regard.
In between, we have an ASEAN way and a hybrid-type of Japanese way. 
Japan has been moving toward accepting an American way more positively. .

Strengthening domestic governance institutions and harmonization of domestic institutions among East Asian countries are critical. 

What Japan must be most concerned about in this regard is that the international relations in East Asia are organized under a mixed principles and norms of China’s way and an old-fashioned ASEAN way, mostly dealing with only “external” dimension of state-to-state relations and taking internal matters out of regional agenda. 
In this regard, it is critically important for ASEAN countries to successfully develop new norms and principles for cooperation in their ASEAN Charter, overcoming old-fashioned ASEAN’s premises of cooperation. 
5, Endnote
In the recent book, Kenneth Pyle of the University of Washington, a distinguished scholar on modern Japanese political history, argues that “Japan is making a revolutionary change of course.” For more than 150 years of its modern history, Japan has adopted both its foreign policy and domestic institutions to fit changes in the international system. 
Contrary to the general perceptions, the 1990s is not the “lost-decade” for Japan. Japan has adopted itself to the changing internal and external environments during the 1990s. 
Japan’s future is closely connected with that of East Asia. Responding to the changes of strategic landscape of East Asia, Japan has been enhancing its alliance relations with the United States. Japan has been comfortable to live with US-led uniplolar world. In s sense, Japan has been seeking to jointly manage US power in East Asia. 

The alliance is critically important. The alliance will continues to provide a basic foundation of regional peace and stability, containing military tensions among the rivalries.
But, Japan must go beyond the alliance. We have many issues to be addressed multilaterally. And Japan and US have different stakes in Asia.  

Japan should not escape to and run away to a comfortable shelter of the alliance. Japan must face and respond to the challenges, even if this demands a painful rethinking of Japan’s past and future role in the region.
(end)
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