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Abstract

China and Kazakhstan have had close economic, cultural and social ties since
ancient times due to their adjacent borders.

In his first state visit to Kazakhstan in September 2013, China’s President
Xi Jinping proposed the idea of “Silk Road Economic Belt” in his speech. It was
later expanded into the regional economic development plan as the “Belt and Road
Initiative”. The “Silk Road Economic Belt” is China’s development plan to connect
Central Asia and Europe via overland transportation, creating an emerging trade
corridor and gaining more accesses to natural resources, such as oil and natural gas.
Kazakhstan is China’s first step of the “Belt and Road Initiative” to cross the border,
as well as the key to China's success in building the “Silk Road Economic Belt”.

In November 2014, Kazakhstan proposed a new economic policy “Bright Road
Initiative”, aiming to decrease her economic dependence on Russia and to enhance
infrastructure. Subsequently, China and Kazakhstan have begun their official
cooperation since September 2016.

Although the two countries have been actively cooperating economically,
there are many doubts and debates within Kazakhstan due to sensitive historical
complexities. The historical issues have caused considerable impacts on the

economic cooperation and the development of Sino-Kazakhstan relations.

Key words: Sino-Kazakhstan Relations, Silk Road Economic Belt, Bright Road
Initiative
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Abstract '

It is quite often claimed nowadays that China is a revisionist power in
pursuit of a new international order to replace the current liberal international
one dominated by the US. There is no denying that China’s economic rise has
been remarkable with its concomitant military build-up. With this ascendant
China in mind, this paper looks into the overall international order in East
Asia and considers what might lie ahead. First, it is going to review the current
debate on whether China is a revisionist or reformist power, which will form
the foundation of this paper. Then, it will explain the extant security structure
which underpins the overall situation in East Asia, the Hub and Spokes system.

In this context, it will also take a look at East Asia’s multi-lateral institutions and

' This is an updated and expanded version of my unpublished paper titled “Assessing Overall Security

Environment in East Asia and Japan’s Possible Role” that was submitted as a keynote speech for the
occasion of 2017 Taiwan International Symposium on Regional Security and Transnational Crime,
Investigation Bureau, Ministry of Justice, ROC, Taipei, Taiwan, October 31, 2017.
At the time of finishing up this paper, the longest-serving Prime Minister (PM) ABE Shinzo on August
28, 2020 offered to step down due to health reasons. As far as the issues that this paper deals with are
concerned; however, it is fairly certain that the overall grand strategy that Japan has had is expected to
be maintained whoever the next Prime Minister will be. It is the grand strategy for the country.
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forums as well, in which the ARF is the most crucial. The implications to East
Asia of the ascendant China, which is expected to continue for a generation or
so, will be analyzed after that. In that vein, Japan's long-term trade strategy that
has China’s increasing clout in mind will be discussed as it has some bearing on
the idea of “responsible stakeholder” in the liberal trade order. China being the
focal point, its perspectives and aspirations such as the G-2, the “Belt and Road
Initiative” proposal and “Chinese Dream” will be discussed. Finally, the policy
options available to East Asian countries like Japan will be briefly outlined

against this backdrop.

Is China a revisionist or reformist power?

There has been a raging debate on whether China’s rise is peaceful or
disruptive to the current liberal order (power transition) . In this paper, we will
use the terms revisionist and reformist, to make the argument more nuanced.
It seems that the majority supports the idea that it is disruptive, or China is
revisionist. The National Security Strategy that was published in 2017 under
the Trump Administration clearly identified China as a revisionist power, which
is seeking to “displace the United States in the Indo-Pacific region, expand
the reaches of its state-driven economic model, and reorder the region in its
favor”.” Thus, the US regards that “(A) geopolitical competition between free
and repressive visions of world order is taking place in the Indo-Pacific region”.3
Graham Allison, a prominent scholar, even suggested a possible, though not
inevitable, hegemonic war between ‘[hem,4 which is often referred to as the
“Thucydides Trap”. One has to acknowledge that the kind of hope that the US

2 The White House, National Security Strategy of the United States of America (December 2017), p.25.
> The White House, National Security Strategy of the United States of America, p.45.

* Graham Allison, Destined for War: can America and China escape Thucydides' Trap? ( Boston:
Mariner Books, 2018).
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and other like-minded countries have had for China as a responsible stakeholder
is now rapidly fading away, as they are increasingly disillusioned with China’s
quite assertive, if not aggressive behavior in the international scene, in particular
in East Asia.” China is definitely not a status quo power and is looking for
changes with a Chinese flavor. It is quite another issue, however, to characterize
China as a bona-fide revisionist power to “displace the United States in the Indo-
Pacific region”, if not the world.

This subject is beyond the scope of this paper, but let us briefly discuss it
in order to set the tone for this paper. First of all, China is in a very privileged
position in the current international order, politically and militarily. To simply
name a few areas, China is a veto wielding permanent member along with the
US, Russia, the UK and France of the United Nations Security Council (UNSC),
which has primary responsibility for the maintenance of international peace and
security. That 1s, the UN cannot do anything that China does not like in terms of
peace and security. This two-tier system is one of the foundations of the current
order, which is accepted by all the countries. Military-wise as well, China is
a nuclear weapon state in the Nuclear Non-Proliferation Treaty (NPT), which
gives China along with the US, Russia, the UK and France the privilege to have
nuclear weapons legitimately. The members happen to be the same as PS5 in the
UNSC (after the Republic of China, Taiwan, was kicked out of the UN in 1971.)
And almost all countries in the world have ratified and accepted this two-tier
system, which can be easily said to be discriminatory. This certainly puts China
in a privileged position,

Economically also, China has benefitted from the current capitalist liberal
trade order. The mere fact that China has had remarkable economic growth by
being the factory of the world and by trading the goods it produces attests that
the liberal trade order has been good for China. Therefore, it is understandable

5 In this paper, South East Asia is included in East Asia.
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that China seems to have little intention to upend the basic format of the post-
war Bretton Woods system, the three pillars of which are the International
Monetary Fund (IMF), the World Bank and the greenback as the key currency.
Rather, China has been trying to increase its voting power in the IMF and World
Bank. China joined the World Trade Organization (WTO) in 2001, which is the
quintessential guardian of the capitalist liberal trade order. Furthermore, China
is also intent increasing its influence in UN specialized agencies by making
concerted efforts to let its nationals assume head positions. Currently in 2020, it
has four head positions among the fifteen specialized agencies such as the Food
and Agriculture Organization and the UN Industrial Development Organization.
The number stands out because other countries including the US have only
one top position. Therefore, one can say that China is making a national effort
to increase its influence in the extant international order. This means that it is
highly unlikely that China is trying to overhaul or upend the extant international
order at least for the foreseeable future. This coincides with their more active
behavior in the UNSC itself. China is also trying to internationalize its currency,
Renminbi. But it has a long way to go. The US dollar is still the king by far.

In short, China has benefitted enormously from the current order in
political, military and economic realms. Therefore, one can safely assume that
China has little incentive to replace the current order. It seems likely that China
may have no clear idea or vision as to the shape/contours of a new order in
which China would dominate, nor how to build it up from scratch. This is when
China has no real, bona-fide ally or friends in the world, which makes it much
harder for China to build and maintain a new order. It would be too taxing on
China if China alone must do it without some help from allies and friends, even
if it becomes the world’s largest economy in GDP as some forecast (later).

This aspect is the crucial difference between the Soviet Union in the Cold
War years and the current China. The Soviet Union had a clear-cut sphere of
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influence and allies, whereas China does not. The “Belt and Road Initiative
(BRI)’may be a way to form its loose sphere of influence. But this would not
be of real help to China (later). The Soviet Union was blessed with natural
resources and tried to be self-sufficient. The bulk of its trade was with East
European countries, its satellite countries. Thus, it can be said that the Soviet
Union was playing on a different, its own, sphere of influence zone. Another
way of stating this is that the Soviet Union did not like to be enmeshed in the
capitalist trade order that was dominated by the US. So, it can be said that the
US played in the major league and the Soviet Union in a much smaller, different
league, if not a minor league. One can argue; therefore, the Soviet Union was
content with its hegemonic position within its sphere of influence and had little
intention of challenging the US as the overall hegemon.

In the case of China, China is playing in the same liberal trade order and
thus it can be in a position to replace the US. Even assuming that it is China’s
goal to be a hegemon: however, it would be a long shot and a long-term goal.
The fact that China is totally enmeshed in the capitalist trade order is evident. Its
top trading (export) countries in 2019 are the US (16.8 %) Hong Kong (11.2 %)),
Japan (5.7 %), South Korea (4.4 %),Vietnam (3.9 %). The US figure reflected
the Trump administration’s trade policy and registered a 12.7% decline from
the previous year 2018.” The US remains the top destination despite this steep
decline. The US recognizes that China is playing in the same major league and
gaining influence/power there. It is understandable, therefore, that the current
hegemon feels somewhat insecure, if not threatened, by China’s rapid rise. This
must be one reason that the voice of China being a revisionist power is more
pronounced in the US. China being an Asian country, its behavior is affecting

Asian countries much more that some other distant countries such as in Europe,

® “China’s top trading partners’ (June 18, 2020) , visited date: August 25, 2020, { World's Top
Exports) | http://www.worldstopexports.com/chinas-top-import-partners/.
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of course. Take a look at the trade figure above once again. All countries other
than the US are Asian countries. And, China’s aggressive behavior is happening
in and near its periphery. Therefore, it 1s very understandable that there is a
suspicion/fear of China in East Asian countries. Japan is one example. Japan’s
defense white paper has been mentioning a deteriorating regional security
environment. It is crystal-clear which countries it is referring to: China and
North Korea.

Building up a new world order is costly. Yes, true. Nevertheless,
maintaining it for a certain duration will be much more costly. Can China afford
to dispense the huge cost? The US has been getting help, at least some, from its
vast network of allies and friends. For that matter, the Soviet Union to a lesser
extent, too. Can China alone keep its own international order without any real
friends nor allies? It would be extremely unlikely. That is, it will be an imperial
overreach even if China succeeds in crafting a world order of its liking.

According to KOSAKA Masataka in his book titled “kokusai seiji
(International Politics)”, a state has three systems: a power system, a benefit
system and a value system. That is, military, economy and principle (value). In
the case of China, no one can deny that China is ascendant in its military and
economic powers. It seems; however, China does not care too much about value.
For example, China proclaims its adherence to non-interference into internal
matters, which is one of the principles of the post WW-II world order. So, it may
be said that China cares about value. Nonetheless, as is often pointed out, this
pronouncement allows China to invest in an oppressive/authoritarian country
where other countries refrain from doing it, thereby currying favor with these
countries and getting some economic benefits out of it.

China’s People Liberation Army (PLA) has a three-warfare doctrine:
media/public opinion, psychological and legal warfare. We can expand the
scope of this doctrine to China’s foreign and military domain. Then, it is quite
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similar with the idea of soft power, precise definition aside. Domestically, the
Chinese Communist Party (CCP) is succeeding in all three domains due to its
censorship and propaganda. However, outside of China, especially those that
do not necessarily get much benefit from China’s investment and aid, it is not
working well at all. This is because China is perceived to be aggressive/assertive
nowadays, especially under Xi Jinping’s leadership. There are abundant cases
of aggressive, grey zone actions with salami slicing tactics in China’s periphery,
thereby winning local battles on the ground (sea). For example, China has
solidified its grip in the South China Sea by constructing a long runway that
bombers can use. This is now a fait accompli, which nobody including the US
can challenge for fear of an outright physical conflict. China is very smart in this
salami-slicing tactic. China used to say that it has no intention of militarizing
the area, only for peaceful purposes. We know by now that it is blatantly false.
China has a lot of troubles in its periphery, especially recently under Xi, such
as the Senkaku islands with Japan, border clashes with India and so forth. The
party that is involved in these disputes/incidents is always China. It is China
vs. some other country all the time. So, it is safe to assume there is something
awry with China. The same applies to the “BRI”. We are now witnessing the
track record of its initial grandiose promises, some of which have incurred local
backlash. It is the track record that is important, of course.

China’s recent aggressive behavior can be said to be somewhat reminiscent
of Imperial Japan’s behavior in the early 20th Century. Japan was up and
coming as China is right now. Japan had the policy of “rich nation, strong
army”, as is the case of China, which is typical of rising nations. Japan was a
permanent member of the League of Nations and was recognized as a major
military power by dint of participating in the Washington Naval Conference
from 1921-22 and the London Naval Treaty of 1930. The point is that an
ascendant nation tends to become too confident of its ascension and too bold,
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if not aggressive in its actions. Japan was too abrasive/blatant and tried to
establish its “absolute defense zone” that included the Manchurian region. It
created a policy of “Greater East Asia Co-prosperity Sphere”, a sort of sphere of
influence, if not one of total domination. China is more cautious in its pursuit, by
merely saying that China just wants to protect its own ““core” interests, some of
which are in dispute. The tactic is a slow-motion salami-slicing that eventually
ends up as a big fait accompli. However, neighboring countries have noticed
what China has accomplished on the ground no matter what kind of rational or
explanation that it offers. One quintessential example is the total disregard of the
judgement of the Permanent Court of Arbitration (PCA) in the Hague in 2016
that proclaimed that China’s claim on the South China Sea to have little merit
at all. This does not look good at all. It gives us an impression that if it fits with
China’s interest, it accepts. But, if not, it rejects it. These incidents remind us that
we should be careful, to say the least, about what China says and does. It might
have something deceptive/sinister hidden behind their nice sounding statements.
China may be winning local battles on the ground, but it is definitely losing
the perception/soft power war. This should be quite ominous for China. China
should think twice about its pronouncements as well.

The Hub and Spokes System

The East Asian security structure is a cluster of bi-lateral relationships
and alliances with the US. This is called the Hub and Spokes system, the US
as the hub and its allies as spokes. Of course, this basic structure was formed
during the Cold War years against the threat of communism. Therefore, China’s
criticism that this is a relic of Cold War has some merit. What can be said to
be the same relic of the Cold War in Europe, NATO (North Atlantic Treaty
Organization) has a fundamentally different structure, which is multi-lateral
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and with enforcement capabilities. East Asia has no multi-lateral institutions
with implementation capabilities. Therefore, what the US does and views
has much broader implications in East Asia than in Europe. Japan and South
Korea have formal military alliances with the US and accept US bases on their
soil. The Philippines can be said to be a US ally, although the current Duterte
administration has had and is expected to have somewhat choppy relations
with the US. Thailand also can be said to be an informal US ally. However, it
does have a somewhat lukewarm relationship with the US currently because its
present administration is a military dominated government after a coup. Some
countries such as Cambodia and Laos are friendly to China, which is offering
substantial economic help, but cannot be said to be hostile to the US. The bread
and butter issues are more powerful that anything in developing countries.

The fact that it is a cluster of bi-lateral relationships with the US as the hub
suggests that the relationships between and among the spokes may not have
to be good or cooperative because the bilateral relationship with the US is the
bedrock and much more important. A good example is the relations between
Japan and South Korea, which tend not to be on good terms. It also means that
multi-lateral regional institutions such as the ASEAN (Association of South-East
Asian Countries) Regional Forum (ARF) would be much less significant than in
Europe. It is a forum and therefore has no enforcement power as such.

The flip side of this relationship is that there has always been a fear of US
abandonment among US allies in East Asia, Taiwan included. For example, US
forces in Japan have been drawn down from 47,000 in 2008 to 38,000 now, !
which still remains the largest deployment in the world for the US, nonetheless.
One has to point out, however, first, the reallocation of some of the US forces

from Japan, esp. Okinawa, to somewhere else is also what Japan’s Government

7 “Basic Information ( J A5k ),” visited date: August 25, 2020, {US Forces in Japan (Facebook)) ,
https://www.facebook.com/USForcesJapan/about/?ref=page_internal.
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wants. Secondly, overall US forces in Asia (not East Asia) have remained fairly
constant around 70,000 to 80,000 in the 21st century. ® Under the previous
Obama administration, the US defense budget was scheduled to be cut
approximately by $55 billion annually from 2013-2021 due to s.equestration.9
This was despite the rebalance policy of the Obama administration. The
current Trump administration has increased the overall defense budget, but a
drawdown or retrenchment from overseas engagements seems to be the result
of the “America first policy”, given its harsh attitude towards its allies. It does
not value the help/cooperation that it solicits from the allies, only sees it from a
one-sided monetary perspective. At the time of writing (summer 2020), nobody
knows who the next President will be. Nonetheless, it is fairly certain that one
more Trump term would damage Ameirca’s relationship with its Asian allies
and friends, if not totally wreak havoc with them, unless it adjusts its foreign and
defense policy orientation.

Its allies are getting disillusioned and the US is losing the soft power it
once had even among allied countries. Trump’s “America first policy” is an
isolationist policy that is the antitheses of the most fundamental US policy since
the end of WW-II, which is the very foundation of the current world order.
The hegemon itself is abandoning its position willingly and leaving it open for
some other country to assume. In this sense, the US under Trump looks anti-
China tactically by its trade policy and strong words against China. Strategically,
however, it may be the best friend that China can find by making it easier for
China to assume the vacant position if China so desires. The most affected

region is of course East Asia. It is feared that this will sooner or later lead to the

8 Tim Kane, “The Decline of American Engagement: Patterns in U.S. Troop Deployments”
(January 11, 2016 ), visited date: July 30,2017, { Economics Working Paper 16101) , https://www.
offiziere.ch/wp-content/uploads-001/2016/10/16101 - kane - decline of american engagement.pdf.

® “The Sequester Explained,” visited date: July 30,2017, { Bipartisan Policy Center) , https://
bipartisanpolicy.org/wp-content/uploads/sites/default/files/BCA %20Sequester %20Fact%20Sheet.pdf.
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abandonment of US allies and friends in the region. It is unfortunate that East
Asian countries have no alternative but to rely on this bi-lateral relationship with
the US at present.

East Asia has relied on this Hub and Spokes system so much so that there
are no reliable region-wide multi-lateral institutions that can cope with China’s
pressure, to say the least. The flip side of the coin is that it might provide an
opportunity in that East Asian countries now realize that they must think about
their own defense posture more seriously, instead of just relying on the US,
in the direction of trying to set up multi-lateral security institutions that would
not provoke China too much. Individual arms build-up might start an arms
race and would not be desirable. One might add, if the bi-lateral relationship is
solid and robust, it would have a positive implication for Japan since it would
dampen the fear of a resurgence of Japan’s pre-war militarism in East Asia. A
multi-lateral set-up may be better, though, since it will also foster/encourage
cooperative, mutual help behavior out of its own national self-interest among
the participating countries. This has happened in Europe between, for example,
Germany and France. This has not happened in East Asia at all because regional
countries have had no real incentive to cooperate for their own defense. They
could have just relied on their bi-lateral relationship with the US. They have had
to pay some political, sometimes economic in the case of Japan, costs for this

reliance, of course.

Regional Multi-Lateral Institutions

There are many regional cooperative institutions (forums) such as ASEAN
and the ARF (Figure 1). In addition, there are the APT(ASEAN+3, China,
Japan and South Korea), EAS (East Asian Summit, in which the US, Russia,
Australia, New Zealand and India are included), APEC (Asia-Pacific Economic
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Cooperation) and SCO (Shanghai Cooperation Organization), which consists
of China, Russia and Central Asian Countries. That is to say, no “western”
countries are members. Taiwan is not a member of any of the above institutions
(forums). Therefore, there is no real possibility that these institutions can deal
with the Taiwan Strait issue directly, which is one of the flash points in East
Asia.

Figure 1
ASEAN and the ASEAN+ Frameworks
ARF [26] +EU
( )
East Asia Summit,
ADMM Plus [18]
ASEAN+3 [13]
[ ASEAN [10] ]
> -,
Note: Figures in brackets are the numbers of participating countries.
ASEAN: Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore,
Thailand, Vietnam
ASEAN+3: [ASEAN] + Japan, China, South Korea
EAS, ADMM Plus: [ASEAN+3] + Australia, India, New Zealand, Russia, United States
ARF: [EAS, ADMM Plus] + Bangladesh, Canada, Mongolia, North Korea, Pakistan, Papua

New Guinea, Sri Lanka, Timor Leste + EU

Source: “ASEAN and the ASEAN+Frameworks,” visited date: July 7, 2017, {nippon.com) , http://www.
nippon.com/en/files/a01502en_fig.gif.

The most important forum in terms of security in East Asia must be the
AREF. Therefore, some explanation is warranted. As the name “Forum” indicates,

it does not have any enforcement powers like those of NATO. It does not
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have a permanent secretariat, either. Its objectives are to foster dialogue and
consultation, confidence-building and preventive diplomacy. The emphasis
seems to have been on confidence-building measures such as dialogue thus
far and not yet ready to tackle preventive diplomacy. Its decision making is
based on consensus, which essentially means that it would be hard to deal
with contested issues such as the South China Sea issue. This is a reason that
it has not inclined to emphasize preventive diplomacy at all. It is sometimes
characterized derisively as a talking shop.

However, it 1s not a mere talking shop. The mere fact that there is the ARF
is a definite plus for promoting a long-term regional mutual understanding and,
hopefully, peace and security in East Asia. This is because the ARF is a good
occasion and venue that China, Japan, Russia and more importantly North
Korea can engage in bilateral behind-the-scenes negotiations and discussions
in the envelope. The importance of “in the envelope™ should be noted because
negotiations or discussions can be held without any fuss, especially when you
want to have an informal and possibly secret discussion of bilateral kind. The
delegates who would be experts and in charge of security matters are there
already. You need to know what the real intention of the other side is and where
the other party can be flexible and where it is firm, etc. so that you can explore
possible areas of compromise. It is easier to recognize its importance if there is
no ARF. One has to decide on a venue, date, who to attend, what should be the
rank of attendees, what the topic should be, etc., in order to arrange a meeting. It
1s tedious and time-consuming, and much coordination and efforts are necessary,
all of which may not be necessary in an ARF setting.

Why is it that a bilateral arrangement is preferred to a multi-lateral one in
East Asia? One reason is that formal US allies in East Asia, Japan and South

Korea, are somewhat ambivalent about multi-lateral arrangements. This stems
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partly from a dilemma of alliance politics. If the US becomes enthusiastic
for a multi-lateral security architecture, there would be a fear that the US is
paying much less attention to her individual allies, which will arouse a doubt
that it would be a forerunner for eventual US withdrawal from the region. That
is, abandonment fears. It is more reassuring for Japan, for instance, to have
solid, bedrock confidence in the bilateral alliance with the US. Provided that
this bilateral alliance is secure enough, then Japan can look for a multi-lateral
arrangement in the region. That is, Japan can simultaneously pursue both,
not an either-or kind of alternative. One might add that the region has had no
experience in having a NATO like multi-lateral regional arrangement and, thus,
it would be natural that the region’s perspective is fixated with this bilateral
arrangement.

The reasons that Japan is somewhat ambivalent towards a multi-lateral
arrangement are not difficult to fathom. There are structural and historical
reasons. Structurally speaking, as was discussed above, it is more reassuring
for Japan to have a solid ally bilaterally. As long as this bilateral alliance is
solid enough, there is little incentive for Japan to seek a regional security
arrangement. This does not deny that it is better to have a region-wide multi-
lateral arrangement on top of this bilateral alliance. The fear of entrapment by
the US is still there, but it is no longer a strong public sentiment. The historical
reasons should be obvious. It has to do with the lingering legacy in East Asia
vis-a-vis Imperial Japan’s past aggression. This makes Japan somewhat hesitant
to lead in security matters.

One complicating factor at present is the America first policy” under
the Trump administration, which is obviously hurting confidence in the US

commitments towards its allies. Thus far, Japan seems to have a confidence or at
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least is making efforts to maintain a solid Japan-US alliance, some bewilderment
and anxiety notwithstanding. Japan has no other choice but to stick with the US
at the present time. But, the fact the alliance policy of the Trump administration
has left some doubt about the US should not be dismissed as insignificant. It did
sow a seed of latent doubt. Depending on what the US would do next, it might

become a budding plant or simply remain a mere seed.

Liberal Trade Order and Japan’s Trade Strategy

Now, let us focus more on trade. As far as the US policy towards China
before the Trump administration, it had been principally to make China a
“responsible stakeholder” to the current international trade order, which is based
on capitalist free trade principle. China has been gaining many benefits out of
it in the form of consistently large trade surplus. The surplus is somewhat less
than before probably due to the trade policy of the Trump administration against
China, but still much more than the Obama years, generally speaking (Figure
2). Even with the US, China’s surplus had been growing at least up until 2018
(Figure 3). This is the big reason why Trump started waging a trade war against
China. The fact is that China is much more dependent on trade than the US
and surprisingly than Japan as well (Figure 4). These facts are testaments that
China has many dis-incentives to disrupt it. Thus, China would have an interest
in becoming a “responsible stakeholder”. This, however, depends on what we
mean by “responsible”. China regards itself as responsible, whereas the US does
not view it that way. Having said that, as long as the basic framework of the
liberal trade order is maintained, it does not matter much even if China flavors it

in its own preferred way.
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Figure 2

Evolution of imports, exports and trade balance China, 2008-2018
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Source: “Evolution of imports, exports and trade balance China, 2008-2018,” visited
date: August 26, 2020, {eurostat) , https://ec.europa.eu/eurostat/statistics-
explained/index.php?title=File:Evolution of imports, exports and trade balance
China, 2008-2018.png.

Figure 3

U.S.-China Trade Deficit Keeps Growing
Chinese trade surplus with the U.S. 2004-2018 (in billion U.S. dollars)
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Source: “U.S.-China Trade Deficit Keeps Growing Despite Tariffs” (May 10,
2019), visited date: August 26, 2020, {statista) , https://www statista.com/
chart/16629/china-us-trade-deficit-grows/.
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Figure 4

International trade as a share of GDP
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Source: “This is the world’s most trade-friendly country,” visited date: August 26, 2020, (insideinvest) ,
https://www.insideinvest.com.sg/investing-trading/2018/11/20/this-is-the-worlds-most-trade-

friendly-country/.

Let us discuss this trade order issue in the East Asian region more in detail,
especially from the viewpoint of Japan’s long-term trade strategy. The Trump
administration may have appeared to be fighting against China by imposing high
tariffs, etc. Here again, strategically speaking, it is inadvertently helping China to
the definite detriment of Japan and like-minded countries by withdrawing from
the TPP (Trans-Pacific Partnership) (Figure 5). TPP was Japan’s grand strategy
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vs. China in terms of mainly trade, but it can be said for the overall East Asian
order as well. The US is helping to make the liberal trade order more to China’s
liking by withdrawing from the TPP.

Why can we say that the US is helping China? First, the TPP itself. It
was ironically a US-led trade agreement of twelve countries that was signed
in February 2016, in which China and South Korea did not participate. The
fact that China was not a prospective member is important. The TPP members
including the US had 40 % of the world economic output. This was supposed to
be a landmark trade deal setting very high standards in labor and environmental
regulations and regulatory coherence. It had to be ratified by February 2018 by
at least six countries that account for 85% of the output in order to enter into
force. Thus, the ratification of the US and Japan were a must. It was dead on
arrival due to the US withdrawal, however. Japan’s strategy was, and the US
concurred back then, to make Japan as well as the US leaders of the regional
rulemaking on trade, instead of China. Given China’s growing economic might,
the TPP was considered to be an important counterweight to China’s growing
influence. It was expected that China’s influence would grow much stronger
without this counterweight that included the US. After the US withdrawal, the
remaining eleven nations have concluded a new so-called Comprehensive and
Progressive Agreement for Trans-Pacific Partnership (CPTPP or TPP 11), which
was signed in March 2018. The CPTPP is quite similar in its provisions to the
TPP, but left out or watered down those provisions that the US pushed, if not
strong-armed, against other participants.

There are other significant region-wide trade deals that are being
negotiated and contemplated in the region. They are RCEP (Regional
Comprehensive Economic Partnership) and FTAAP (Free Trade Area of the
Asia-Pacific). The RCEP is an ASEAN-Iled trade deal that was launched in
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2012 and started negotiations in 2013. China and India'’ are included in this
negotiation, but not the US. It is much looser in its trade standard because,
for example, China does not agree with stringent regulations on state-owned
companies that the TPP imposed. Because of the demise of the TPP, the US-
less CPTPP notwithstanding, there is much more hope on this trade deal against
protectionism that alas the Trump administration is feared to be pursuing. Once
again, it is ironic that a communist China appears to be a stanch supporter of the
current liberal trade order. President Xi Jinping defended free trade in Davos
in 2017."" The FTAAP remains a scheme and its negotiation has not started.
An important point of this scheme is that China and the US are expected to be
members. In addition to these Asia-centric trade deals, Japan signed an FTA
(Free Trade Agreement) with the EU (European Union) in July 2017 and is
expected to conclude a similar trade deal with the UK by the end of 2020.

10 Nihon Keizai Shimbun (Japan Economic Journal, Tokyo), August 28, 2020. It looks likely that India
would not participate in the RCEP because it is so concerned that China may inundate the India’s
domestic market with cheap products, without any tariffs imposed. This is a blow to what Japan
has been aiming for because India is such a populous country and is expected to be an economic
powerhouse as well. For example, with India in the RCEP, the population is about one half of the world
and the combined GDP is 30% of the world. However, without it, the population is 40% fewer and the
GDP is 20 % less. It is expected, nonetheless, that remaining 15 countries will likely sign a final deal
by the end of this year. The ASEAN countries are expected to benefit a great deal with China’s tariff
cut down.

He said that “We must remain committed to developing global free trade and investment,
promote trade and investment liberalization and facilitation through opening-up and say no to
protectionism.” “President Xi's speech to Davos in full” (January 17, 2017), visited date: July
28, 2017, { World Econmic Forum) |, https://www.weforum.org/agenda/2017/01/full-text-of-xi-
jinping-keynote-at-the-world-economic-forum.
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Figure 5
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Source: “Tsai Ing-Wen’s Support for FTAs Whether Signed With America or China Alike?” visited date:
March 12, 2017, {NEW BLOOM ) , https://newbloommag.net/2016/01/13/tpp-rcep-tsai/.

To reiterate the point, Japan’s design was to establish the TPP first that
includes the US, but not China, as a sort of insurance policy against China’s
increasing clout. Namely, you make sure, first of all, that your own foothold is
solid enough, a defensive risk-averse posture. Then, it can become pro-active
because you know that it is safe to conclude the RCEP that includes China and
India, up and coming huge markets in the Indo-Pacific region, but not the US.
Japan is a member of both and is in a good position to act as a bridge between or
coordinate the two large trade groups. Finally, there is the FTAAP as the ultimate
outcome that includes all major players and in essence integrate these two trade
groups. However, this grand design is now in limbo, if not defunct, due to the
US withdrawal from the TPP. Japan was temporary at a loss as to how to re-
configure her grand strategy. Japan concluded to go ahead to have the CPTPP
anyhow, without the US, for the time being. In a sense, Japan is biding time
hoping that the US will realize the benefits of the trade group. To be blunt, Japan
is waiting for the Trump exit, as far as this grand design is concerned. It is the
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US that made a sudden about-face under Trump, for whom it was an important
campaign promise to get out of the TPP. The previous Obama administration
was quite positive about the benefits of the TPP. Japan regards the CPTPP as a
first step for a comprehensive FTA like the FTAAP.

China’s Rise and Regained Confidence

Given China’s rapid economic growth and concomitant military
might, China 1s definitely gaining confidence in itself, maybe too much
so. President Xi’s proposals such as G-2 and “BRI” as well as “Chinese
Dream” proclamation will testify to this. What are these proposals and
pronouncements? Some explanations are in order. First, what is the G-2
proposal? Then Vice President Xi in February 2012 proposed “a new
type of relationship between major countries in the 21st century”.12 After
he became the President and Chairman of the Chinese Communist Party
(CCP), President Xi reiterated it to President Obama in June 2013 that he
still believes that “the vast Pacific Ocean has enough space for the two large
countries of China and the US”." This statement makes it crystal clear that
China wants to place a significant portion of the Pacific (Western part) under
its sphere of influence, if not control. Japan and South Korea are located in
the Western Pacific, which are supposed to come under China’s sphere of
influence. It has an ominous implication to the extant East Asian security
order. As its symptom, East Asia has been experiencing some choppy waters
recently not only in the South China Sea, but also in the East China Sea.
There are definitely more tensions and jittery feelings of insecurity and

12 David Lampton, “A New Type of Major Power Relationship: Seeking a Durable Foundation for
U.S.-China Ties” (September 21, 2013), visited date: July 30, 2017, (JOHNS HOPKINS) ,
https://www.sais-jhu.edu/sites/default/files/A%20New%20Type%200f%20Major%20Power%20
Relationship.pdf .

3 The White House, Office of the Press Secretary, "Remarks by President Obama and President
Xi Jinping of the People's Republic of China Before Bilateral Meeting” (June 7, 2013),
visited date: August 1, 2017, { White House) , https://obamawhitehouse.archives.gov/the-press-
office/2013/06/07/remarks-president-obama-and-president-xi-jinping-peoples-republic-china.
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uncertainty in East Asia, including Japan, as to what China might do next.

These anxieties and tensions are causing a security dilemma, the
manifestation of which is an increase in defense budgets in the region. For
example, Japan’s defense budget has been incrementally increasing over the last
several years since Prime Minister ABE came into power after years of decline
(Figure 6) . It still remains less that 1% of its GDP.

Figure 6

Defense Spending Compared with GDP
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Source: “Japan’s Defense Budget and the 1% Limit” (May 18, 2018), visited date: August 26,
2020, {nippon) , https://www.nippon.com/en/features/h00196/.

Figures 7 and 8 show China’s official defense budget, which does not
include, for example, “R & D”’in military technology and hardware, foreign
military purchases as well as the expenses for the large armed police. It had
been increasing more than 10 % for a long time until recently, which alarmed
the region as well as the world. It is now somewhat slowed down to be several
percent increase, which is still substantial. As a result, China’s official defense
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budget has shown around a threefold increase in a decade, so rapid a build-up,
and is now near 40% of the US budget (Figures 8 and 9). One can point out,
though, as Figure 7 shows, it is somewhat steady compared to its GDP. This
has happened to Japan as well. Japan’s defense budget has increased steadily
in general, but its share of the GDP has been less than 1%. This is because
of the rapid economic growth Japan went though and China is now going
through. China’s figures are official ones, but the general consensus is that they
are downplayed to a significant degree due to the difference in the calculation
method. China’s defense figure is estimated to be around 2-2.4% of GDP in the
Western way to calculate, which is nearly twice the official ﬁgure.14

Figure 7

China’s defence budget, 200819
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Source: Meia Nouwens, “China’s defence spending: a question of perspective?” (May 24,
2019), visited date: August 26, 2020, {IISS) , https://www.iiss.org/blogs/military-
balance/2019/05/china-defence-spending.

4 Takeuchi Toshitaka,”China’s ‘Rise’ and the Direction of the International Order in the Asia-Pacific,”
Hoshino eds., Sharing Peace and Public Policy ( Osaka: Osaka University Press, 2016), P.164.
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Figure 8

The Countries With the Biggest Military Budgets
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Source: Niall McCarthy, “The Countries With the Biggest Military Budgets” (November
8, 2019), visited date: August 26, 2020, (statista) , https://www.statista.com/
chart/9100/the-top-15-countries-for-military-expenditure-in-2016/.

Figure 9

China Steps Up
Military Spending
Military expenditures by the U.S., China
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President Xi has also emphasized the Chinese Dream, which he articulated
in November 2012, right after he assumed the presidency. This is for“the great
rejuvenation of the Chinese nation”. “The Chinese Dream integrates national
and personal aspirations, with the twin goals of reclaiming national pride and
achieving personal well-being. It requires sustained economic growth, expanded
equality and an infusion of cultural values to balance materialism”.~ This
“dream” gives an innate suspicion that the G-2 proposal may be a mere first
step to the apex of the Asia-Pacific, if not the world, which may be the ultimate
realization of the Chinese Dream. His grandiose “BRI”, which is to connect
China and Eurasia economically and otherwise, could be suspected to have a
hidden agenda in this vein. However, Chinese leaders are cautious enough and
say that China will never seek hegemony even if China becomes so powerful.
The Asian Infrastructure Investment Bank (AIIB) is to be its bankroller. This
scheme obviously has lots of benefits for China as well as other Central and
South East Asian countries. China can invest in the western part of the country,
which is lagging in its development and which also happens to be the region
of Muslim unrest. For China, it is better than going it alone because the AIIB
with its multi-lateral neutral status can bankroll the investment without China
shouldering a very large portion of it. For other Asian countries, it is a welcome
investment for their basic infrastructure, which is sorely lacking.

This confidence or regained confidence after the so-called“100 years of
humiliation”, comes mainly from China’s economic development. There have
been reports that suggest or predict that China will be the biggest economy in
terms of GDP in real as well as purchasing power parity, surpassing the US
(Figure 10). Without making a detailed argument, let us recall some historical
perspectives of Japan’s economic performance although Japan is not China and

5 “Potential of the Chinese Dream” (March 26, 2014), visited date: August 1, 2017,
(CHINADAILY) | http://usa.chinadaily.com.cn/epaper/2014-03/26/content_17380146.htm.
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China 1s much bigger than Japan with regards to territory and population. Japan
in the 1980s was regarded as a mighty economic juggernaut that could possibly
take over the US in terms of GDP, as if Japan were going to dominate the world
economically. What a difference only 30 or so years make! It is a lame economy
nowadays suffering from the so-called “lost decades” although it is still the third
biggest economy in the world. China might possibly suffer similar downturns as

its economy matures.

Figure 10
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Source: John Hawksworth, “The World in 2050: Will the shift in global economic power
continue?” (February, 2015), visited date: August 28, 2020, {ResearchGate) |, https://www.
researchgate.net/publication/283302390 The World in 2050 Will the shift in global economic power

continue/figures?lo=1.

There are some problems ahead for China. First, China had a one-child
policy from 1979 to 2015, which is now relaxed to a two-child policy. The birth
rate does not seem to be increasing much, if at all, despite this policy relaxation.
Due to the one-child policy, there is a dysfunctional demographic structure and
China does not have a well-equipped social security system and health care.
As a result, China will face a huge problem in the near future (Figures 11 and
12). China’s demographic change from population bonus to onus is something
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that Japan had also experienced. Japan in the 1960s touted teenagers just out
of junior and senior high school as “golden eggs” and sent them to big cities
like Tokyo from rural and poor countryside, where agriculture was the main
source of income. They were to work at factories. This was the time Japan
acted as a factory for the world with cheap young labor. This is similar to what
has happened in China with the so-called migrant workers from the hinterland.
This source of cheap labor will dry up sooner or later. This is happening when
China’s economy i1s large, but is still a middle-income country per capita, if not
less than that. Also, the huge income gap between the hinterland and prosperous
coastal region should be a difficult problem to tackle for the reigning CCP.
According to the NIKKEI Asian Review, “a large chunk of China's
own baby boom generation reaches retirement age in 2022, “China's aging
population has caused entitlement payouts to surge”. And, “the aging of China's
population shows no sign of slowing”.16 But a much larger one is coming in 10
years. As Figure 11 shows, the next demographic bulge (45-54) comes to the
age of retirement at 60 in ten or so years. By the time that it wants to celebrate
the 100-year anniversary of the PRC (People’s Republic of China) , the second
batch of the population bulge comes close to the retirement age. Given the
shrinking size of the working age population that can shoulder the pension
and medical care of the senior people, this is not an easy task to deal with.
China offers, as in other countries, pensions, medical insurance and insurance
covering work injuries, unemployment or maternity, etc. . This aging society
problem would have a much larger impact to China, compared to Japan. Japan
is facing huge governmental deficits due to bulging pension and health care
costs as its population ages quite rapidly at present. China’s problem, however,

16 “Trade war drains China's social security system” (June 13, 2020), visited date: August 25, 2020,
{NIKKEI Asia) , https://asia.nikkei.com/Economy/Trade-war-drains-China-s-social-security-system.

17 “Trade war drains China's social security system.”
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would be much more mounting than the case of Japan. Despite or because of
the rapid economic development, there is an increasing discrepancy between
the developed coastal areas and poor hinterland. In order to maintain legitimacy
for the one-party communist rule, the CCP has to give priority to the economic
development in the hinterland, although sometimes it may be beneficial to incite
and agitate nationalism against nearby countries such as Japan.

China’s economy remains “state capitalism” and infrastructure investment
plays a crucial role. This is typical for a developing economy, though. China
1s not an exception. China quickly increases infrastructure investment as
an economic stimulus measure in building road, bridges, railroad lines, etc.
whenever some economic shock or recession occurs. This happened, for
example, in the case of financial crisis of 2008 and the current COVID-19
pandemic. The investment itself is necessary, concerns for over bloated
investment such as the ghost town phenomenon notwithstanding. Figure 13
shows that China’s governmental deficit is still manageable, but incrementally
and steadily growing. This is based on official numbers. Figure 14 shows that
the gap between the real deficit and the official estimate/goal is getting bigger
by year. This may indicate the difficulty that the Government is having in
maintaining fiscal discipline. As Figure 15 shows, it is much better than Japan,
which is debt-ridden and the worst performer among the OECD countries by far.
Still, the same Figure 15 shows that China has a huge corporate sector debt. As
1s mentioned above, China is a state-led economy in which large state-owned
or closely aligned with state companies play an inordinate role in the economy.
Figure 15 suggests at least some of those companies are hugely in debt. The
state may have to gobble up the debts to save these companies when they go
belly-up.

There is one thing that is certain to happen. Take a look at Figure 16.
This is Japan’s social security expenditure. It has doubled in 20 years and is
accelerating. China’s social security funds is still in good standing. But the trend
should be clear, and it is going to start in 10 years in a very large scale, given its
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population. Once again, this happens in the background of fewer young working
age population, just like Japan is now suffering. China has to devote much
more of its budget to social security and that would likely affect its expenditures
for military and infrastructure investment. China cannot be an up and coming
fearless juggernaut too long. China is expected to go through the typical route
for a developing economy which is in the process of maturing.

Figure 11
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Figure 12
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Figure 14
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Figure 16
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Possible Future and Japan’s Options

In order to consider a possible future in East Asia, let us mention once again
the fear that China’s ascendancy has been quietly creating. Despite the economic
benefits from the “BRI”, there is a simmering fear that China harbors a hidden
desire to have a vast sphere of influence in the Eurasian region, coupled with
the “Chinese Dream” slogan. This may possibly be a harbinger of a pseudo
informal Hub and Spokes system, the hub being China and the spokes being
other developing Asian countries. There can be some inkling to this hidden
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desire. For example, President Xi in 2014 denounced US alliances (the Hub
and Spokes system) in Asia as a relic of the Cold War and, instead, proposed a
“new Asian security architecture,” so that Asian security issues should be solved
by Asian nations themselves.© The code word “Asia by Asians themselves” is
clearly meant to exclude the US from the regional issues, which incidentally or
is designed to make China much more influential. The East Asian region may
be experiencing an uncertain future in terms of the regional order due to China’s
growing economic and military clout.

The issue is how to accommodate or, some might argue, contain China.
That is, whether or not so-called peaceful co-existence (but not status quo)
1s possible, or there may be some systematic disruption (power transition or
Thucydides Trap). In other words, the question of whether or not China is a
revisionist power. The style of this question 1s dichotomic in nature and makes
the issue too starkly divided, or too black and white, leaving the possibility that
China is a reformist state out (how big a reformist is still a question mark.) as
this paper is inclined to argue. There are some complicating issues and some
in-between understandings as well. One thing that is certain is that everything
depends on how reliable or how much commitment the US puts into the region.
Is it willing to come to the defense of the Hub and Spokes system?

Let us first assume that the US will not take an isolationist policy, i.e.
abandonment, and keeps its traditional commitment as before, the degree of
which might differ somewhat. The school that supports peaceful co-existence
argues that China is now essentially integrated into the liberal trade order
from which China has been benefiting enormously. Therefore, China has a

great incentive not to disrupt it as President Xi’s speech in support of liberal

8 “New Asian Security Concept For New Progress in Security Cooperation” (May 21, 2014),
visited date: August 1, 2017, {Ministry of Foreign Affairs of the People's Republic of China) ,
http://www.fmprc.gov.cn/mfa_eng/zxxx_662805/t1159951.shtml.
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trade in Davos, Switzerland in 2017 testifies. It is amazing that the Head
of Communist China said so at the forum that epitomizes capitalism. As was
emphasized before, China is a P5 in the UNSC as well as a nuclear weapon
state in the NPT. Therefore, it can be easily pointed out that China has a huge
incentive not to disrupt not only the liberal trade order, but also the current post-
WWII political order itself. Or rather it has incentives to maintain the current
basic structure. The G-2 proposal that President Xi made to President Obama
can be argued in this vein in that China just wants to be co-equal with the US,
not to replace it. The strategic competition school that expects a disruptive
hegemonic conflict taking place argues that it is inevitable due to the relative
decline of the US as the solo hegemon and the rise of China. So, China is
regarded as a challenger to the extant US hegemony, the US being a status quo
power. Thus, the term revisionist 1s used as well. History tells us, according
to this school, that there have been always hegemonic conflicts when relative
power change occurs. This is what the power transition theory or so-called
Thucydides Trap suggests.

What would be a likely scenario? It is risky to forecast what would likely
happen, especially due to much uncertainty as to how the US and China would
react to each other. The US, at least under the current Trump administration,
does not seem to have a firm, solid policy towards East Asia, if not for the world
at large. It might cause irreparable damage to the credibility of the US, especially
its soft power. If Joe Biden wins, it is expected to go back to the traditional
steady policy. Having said that, this paper ventures to say that it is not likely
that China would replace the US as the hegemon in the next quarter century or
so, if not longer, notwithstanding China’s much bigger shadow. The reason is

19 “Full Text of Xi Jinping keynote at the World Economic Forum” (January 17, 2017), date:
August 1, 2017, {CGTN) , https://america.cgtn.com/2017/01/17/full-text-of-xi-jinping-keynote-

at-the-world-economic-forum.

(o5



g ﬁ PROSPECT & EXPLORATIONZE 18 % £ 18] F#ERE 1094 11 8

simple, and this was mentioned a few times before. The US has many allies and
friends in the region, for that matter all over the world, whereas China does not
have a single genuine friend in the region. Yes, there are some that are friendly
to China because of mainly economic benefits that China can provide. The bread
and butter issues are important in many developing countries that are yet poor.
So, they are inclined to China friendly, of course. However, one can think of no
country that is willing to help fight for China militarily in case of emergency.
Even if they do, they don’t have the necessary capabilities. So, in terms of
maintaining international order, which is a quintessential public goods, the
US can get help to deflect the costs to supply the public goods, whereas China
would have to incur the whole cost by herself. This would be overwhelmingly
taxing even if China becomes the biggest economy in the world. This would be
tantamount to imperial overreach. And that is the reason that China’s world will
not last long even assuming that China succeeds in becoming a hegemon.

First, for the short term of 10 or so years, it is not difficult to presume that it
1s almost certain that the US hegemony (status quo) will be maintained. The task
here is to acclimate (integrate/accommodate) China more firmly to the current
trade order. Once again, there is dis-incentive for China to cause economic
disorder and hopefully political chaos in the world and military tensions in East
Asia as well. Even though Xi is promoting his Chinese Dream policy, he also
has to pay due attention to domestic stability and economic development, given
its huge income inequality, etc., that were mentioned before. He has to have
a solid domestic foundation in China itself to achieve the grandiose “Chinese
dream”. For the medium term of 10-20 years, it may be possible, although not
likely at all, that they may co-exist in the form of a “hierarchical duet (order)” a
la G-2. Hierarchical in the sense that the US being an elder brother and China as
a younger sibling. In the long term, it is unlikely, but not unthinkable that there
would be a power transition. These are speculations but based on the difficulties
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that this paper has pointed out that China will face domestically, especially the
demography.

The best scenario for the East Asian security order is to be inclusive of
major powers, not only the US and China, but also Japan, both Koreas and
the ASEAN. The focal point is of course China. China is the second largest
economy in terms of GDP and trade dependent in a sense. It is beneficial not
only for China, but also every other country to have more trade in an economic
sense. Namely, there is an incentive to keep China within the liberal trade
system and to stay in it for China itself. Politically also, China is used to dealings
within the UN, especially as a veto wielding PS5 member. Thus, China does not
have much incentive to disrupt the current order. Why would you throw away
your privilege? Also, as has been pointed out above, China will face a huge
demographic problem starting in 10 or so years to take care of the increasing
aging society. It will be costly and daunting. China’s economy might be still
vibrant; however, any rapid economic growth will come to an end. In China’s
case, it might coincide with the aging society. This will dampen away and tame
their over confident swagger because they have to deal with a domestic aging
society, which will devour a lot of budget and vitality, eating away the budget
that can be used for military build-up. Thus, it is likely that China cannot be
a challenger/revisionist and will be inclined to maintain the basic structure
of the current international order. However, this does not deny the fact that
China would like to have a much bigger say in operating it and at least some
adjustments that fit to them. In this sense, China will likely be a reformer. What
kind of reformer is unknown yet and we have to wait and see.

What are Japan’s options? There are basically five options that Japan might
choose from (not mutually exclusive). They are: 1) engagement, 2) hedging, 3)
integration, 4) balancing, 5) deterring. Brief comments to each of these options
are in order. Engaging with China is a matter of course. But, for this paper,
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China is already within the liberal (capitalist) trade order and the post-WWII
world political order in general. They just have different perspectives from, for
instance, the US. Therefore, they would have incentives to fine-tune the extant
order to their liking, but do not have much incentive to disrupt it. The second
option of hedging is still necessary militarily and politically in East Asia due
to China’s rapid military build-up, especially assertive naval behavior and the
political as well as military implications of the “BRI”. It is hoped that hedging
would be less necessary in the future. The third option of integration into the
extant world order with similar perspectives would be the best and basically
China concurs,20 although the similar perspective part is in doubt. We need to
steadily and incrementally, time-consuming notwithstanding, acclimate China
from the bottom up. That is to say, start from the bilateral, then move on to the
regional and global level, which is once again based on the liberal economic
order. The ultimate purpose should be to make China as a full-fledged, bona fide
member of the current order.

The fourth and fifth option presupposes that China is alien in its nature
to the current order. So, they are fundamentally different from the previous
three options, especially 1) and 3). The fourth option is to keep China’s rise in
check and keep some distance from it so that the overall order would not be
disturbed much. The baseball analogy that this paper used would apply in this
scenario. This is to avoid chaotic changes and to maintain stability in the main
liberal trade order. The fifth option of deterring is the harshest on China. The
aim 1is not to let China become the challenger in the Thucydides Trap sense so

20 «Full Text of Xi Jinping keynote at the World Economic Forum,” According to Xi’s speech in Davos,
“But we came to the conclusion that integration into the global economy is a historical trend. To grow
its economy, China must have the courage to swim in the vast ocean of the global market. = + -
Therefore, China took a brave step to embrace the global market. « + - . It has proved to be a right
strategic choice.”
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that China cannot take any action that may be detrimental to the current order.
It is the view of this paper that the long-term aim of integration has the utmost
importance. It is easier said than done. There 1s the example of the Soviet Union
and Russia. Russia is no longer a communist dictatorship and arguably elections
are democratic, despite of its authoritarian nature. However, Russia seems to
have quite different perspectives on the world order and has taken some actions
that would baffle or be outright hostile to the ex-Western camp eyes, the most
egregious example of which is the annexation of Crimea in 2014.

How to achieve these goals? Leaving aside intractable political and military
issues for the time-being, one should look for and build up upon the areas where
one can find mutual benefit. Obviously, the easiest is in terms of economic
interests, especially more trade. With the original TPP (the US in, but not China),
Japan could have easily promoted the RCEP in which China, South Korea and
India, but not the US, are prospective members. We now have the 11 member
CTTPP without the US and it looks likely that India would opt out of RCEP. So,
as a sort of counterweight against China’s inordinate influence, they are weaker
than the original design. But, overall, in grand strategic design, Japan can at least
achieve something akin to the original TPP and RCEP. These are multi-lateral
agreements and in the RCEP China must follow the same code of conduct.
China can be a reformer within this framework, but of course not a disruptor.

In terms of the difficult security issues, a first step would be to prevent
powder keg issues from exploding by institutionalizing risk management
systems that are informally employed on the ground and on the sea such as the
modus operandi between the Coast Guards of Japan and China as well as China
and Taiwan. Defense exchange, joint exercise and so on are also ways to do
it despite some doubt as to how effective they would be. At least, they are not
negative. The other important point is common and mutual interest to safeguard

the SLOCs (Sea lines of Communication or sea lanes) in the Indian Ocean, the
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Malacca Strait and the South China Sea. The latter two will be more difficult
to do than the first. Currently it tends to be viewed as a zero-sum game. For
example, China justifies its blue-water navy ambition in order to safeguard its
commercial shipping in all over the world. It has to develop a blue-water navy
as it says it wants to protect by its armed forces. However, one can also think
of the SLOC:s as global commons in which cooperation is mutually beneficial.
There is an encouraging example that China has been cooperating with other
countries including the US and Japan in the Gulf of Aden against piracy. One
more point is that we should utilize the ASEAN family for more communication
and coordination.

It 1s safe (risk-avoidance) for Japan and others to maintain the rock-solid
Hub and Spokes system. Ideally, however, the system should co-exist or come
under (embedded with) multi-lateral organizations such as a beefed up ARF.
Nuclear deterrence is also something that Japan has to maintain because China
is a nuclear weapon state. China has no first use policy. No matter what China
proclaims: however, its nuclear force is a significant latent threat with some of
its medium-range missiles targeting Japan. Japan has no choice, but to rely on
the US extended nuclear deterrence as a last resort, just in case.

It is not likely, but let us suppose hypothetically that there would be much
less US commitment in the East Asian regional security and there would be a
vacuum that some other country (countries) would have an opportunity to fill.
There can be several scenarios. Firstly, it may be Japan that is expected to step
in. Or alternatively, this may be a good occasion to create and establish a totally
new multi-lateral regional arrangement that includes the US. Thirdly, it may
be conceivable to create a new regional order centered around China and the
US is excluded, which is probably anathema for Japan. Fourthly, as President
Xi proposed to President Obama in 2013, the US and China would coordinate,
if not cooperate, to create a G-2 world, in which they would be co-equal
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superpowers. For East Asia, it is crucial whether or not to include China in a
multilateral security arrangement in any scenario. It is most likely a must. What
1s China’s perspective? China regards it as containment if it is a US-led multi-
lateral regional arrangement that excludes China. On the other hand, as long as
the US is not invited to join, it would be regarded as US exclusion by the US
and its allies. It does not matter if it is a China-led/dominated architecture or not.
When the US is not included, then it is exclusion.

Given this background, as for the first scenario, Japan does not have
sufficient military capabilities to take a lead role given Article 9 of the
Constitution, which prohibits Japan from having bona fide armed forces as such.
This 1s on top of Japan’s hesitation to take a lead in security matters. Japan could
exercise a “limited” right of collective self-defense due to the re-interpretation
that was adopted by the National Diet in September 2015. Any other country
regards the full range (no inhibition) of collective self-defense as a matter of
course, which is not the case for Japan. If the regional security arrangement
includes China, Japan would be expected to counterbalance China’s military and
economic power somewhat.

Due to the above reason, Japan would not be much of a counterweight
militarily. As for the fourth, G-2 idea, it is a nightmare for Japan, for that matter
most of the East Asian countries, because they would supposedly come under
China’s sphere of influence. Moreover, it should be pointed out that, since
Japan and South Korea are within China’s first island chain, they would come
under China’s military dominance. Then, it should be obvious that all-inclusive
regional arrangement would be the best: that is, the US and her allies in the
region as well as China. With the Hub and Spokes system intact, we should
place the ARF as a sort of umbrella organization, which makes the regional
security structure multi(bi)-layered. It is multi-layered if one includes the EAS
and others. It is bi-layered if one only considers the ARF as relevant. The point
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of note is that the ARF should not be a mere talking shop and should have real
teeth in the sense of enforcement or implementation capabilities. However, this
would be a long shot given disarray in the ASEAN itself, especially in terms of
the South China Sea issue. There is evidently little interest to make the ARF an
organization with implementation capabilities instead of a Forum. Therefore, it
1s ideal, but unfortunately it is highly unlikely to happen in the near future.

To sum up for this paper, one can say that it is definitely better to engage
with China economically, or you could say that there is no choice but to engage
with China, given her economic clout. The same applies to China, too. Given
her dependence on the liberal trade order, China has no other option but to be
involved in it. However, what the economic interdependence theory suggests
may not be the case: economic dependence works for damping or mitigating
political and military rivalry. It appears that China is getting increasingly
confident in itself. China’s assertive, if not aggressive, conduct in South
China Sea, for example, is just a symptom of it. This is taking place despite
increasing economic interdependence. Therefore, it is a good insurance for
Japan and others to maintain a solid Hub and Spokes system in which the US
plays a dominant role in terms of security. This includes balancing and possibly
deterring, but definitely not containing. Containing China is not at all desirable,
if not impossible, due to our economic ties with China, which should be kept for
the benefits of everybody.
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