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I. Introduction
1.
Jan Arild Ellingsen, Chairman of the NATO Parliamentary Assembly’s (PA) Sub-Committee on Energy and Environmental Security, and Menno Knip, Chairman of the Sub-Committee on Trans‑Atlantic Economic Relations, led a delegation of 25 members of NATO member parliaments to Tokyo, Gifu, and Kobe, Japan from 16 to 20 June 2014.


2.
The delegation discussed East Asia’s rapidly changing strategic landscape and economic dynamism, which has prompted a US reassessment of its force posture and diplomatic approach to the region. This has raised some concern in European policy circles that the United States might be turning away from Europe. The two Sub-Committees travelled to Japan to hear the Japanese perspective on the political and security situation in East Asia. Japanese government officials and parliamentarians expressed a great willingness to deepen their dialogue with the Alliance and with the NATO Parliamentary Assembly, to identify areas of mutual concern based on common interest and values, and to work together to uphold international law.

3.
As Japan reconsiders its strategic approach in a region without strong multilateral security institutions, it is reaching out to its closest partners for an enhanced dialogue on security matters. Japan’s deepening relationship with NATO thus constituted a central theme of the discussions. In 2013, NATO Secretary General Anders Fogh Rasmussen travelled to Tokyo, and Prime Minister Shinzo Abe recently visited NATO’s Headquarters in Brussels to sign an agreement to enhance cooperation between the Trans-Atlantic Alliance and Japan. Members of the delegation welcomed the agreement NATO has struck with Japan to deepen cooperation, including on humanitarian assistance and disaster relief, cyber and maritime security, counter-piracy, and women’s contribution to security.
4.
Dialogue with the Japanese Diet was a central feature of this visit, and the delegation met with the Diet’s Council on Comprehensive Security (DMCCS) and the leadership of the Diet’s House of Representatives. In the last parliamentary week before the summer break, the Japanese government was engaged in intense discussions to reinterpret its Constitution in a manner that would allow it to exercise its right to collective self-defence. The Speaker of the Diet’s House of Representatives, H.E. Mr Bunmei Ibuki, briefed members on the importance of the issue, and he noted that the delegation happened to be in Tokyo the very week these discussions were coming to a head in the parliament.

5.
Members of the DMCCS meeting with the NATO PA delegation also pointed out the interconnectedness of international security issues. They drew a parallel between the situation in Crimea and Chinese efforts to redraw the maritime map in East Asia. Japan, the only non-NATO member of the G-7, has looked at Russia’s unilateral redrawing of the map in the Black Sea and understood that this poses a very dangerous precedent for Asia. Japan has accordingly expressed its solidarity with Ukraine on this matter and has aligned itself with the position taken by the other G-7 countries.

6.
The delegation arrived in Japan at a time of important changes and rising tensions in Asia. China has engaged in a game of brinksmanship to stake maritime and air space claims in the East and South China Seas. Japan adamantly contests these claims and recently Chinese fighters aggressively tailed Japanese aircraft, risking serious accidents. 

7.
After the 2012 elections, the Abe government has moved quickly on several fronts to affect important changes in Japanese domestic and foreign policy. The perception of the government among diplomats and the Japanese themselves is that it is dynamic and very committed to changing course on a number of fronts, but some of its initiatives are seen as controversial. Abe is also working to recast the image of Japan abroad and to put in place a set of institutional and policy changes that give new meaning to the notion of Japan as a key protagonist in global politics. Although part of this is driven by domestic politics, the Japanese are very aware of the challenges a rising China poses and the need to build a new foundation for meeting these. Japanese diplomacy has therefore become more active and more globally oriented. Prime Minister Abe has not only reached out to traditional Western partners but also to an array of Asian countries, Africa, the Middle East, and Russia.

8.
Prime Minister Abe’s world view is a unique product of Japanese history and the country’s longer-term ambitions. He sees his country as part of the West but this has been a feature of Japan’s vision of itself since Admiral Perry opened up Japan to the world. From the 1860’s onward, Japan has seen itself as part of the Western community of nations and in many respects pulled away from its Asian vocation. Of course, it is an Asian power and has never really left the continent. Today, it continues to nurture its Western identity, but it understands that much of its economic and strategic destiny lies in East Asia. The country, however, refuses to have a "tributary relationship" with China; a kind of relationship that governments in the region have with China, some would argue. 

9.
Japan, however, must balance its ambitions with its limitations, some of which are self‑imposed. It is a self-defined pacifist nation and its constitution strongly limits its military activities to matters of self-defence. Prime Minister Abe described these ambitions at a recent Shangri-La conference, where he invoked the notion of ‘positive pacifism’. Abe hopes to redefine the meaning of self-defence without fundamentally altering the constitution, but there is political resistance to doing so, even within his coalition. The Diet was debating this very question the week the delegation travelled to Tokyo, but the final decision to reinterpret the constitution only took place several weeks after the delegation had left. All of this poses a diplomatic challenge to the West, but a more active Japan, capable of working more closely with its partners in the West, would be welcomed by most observers.

II. Japan’s Shifting Defence Posture

10.
Mounting uncertainty in the East and South China Seas and soaring Chinese defence spending pose a new set of challenges. China has increased its defence outlays by roughly 20% a year over the past two decades, and much of this spending has been opaque. There is clearly a need to upgrade surveillance in these waters, and this poses an important set of technological and military problems that the Japanese Self-Defence Forces are working to address. The Ministry of Defence is dedicated to building up its capacities in Command, Control, Communications, Computers, and Intelligence (C4I) assets and is well aware that it faces potential challenges in space as well.

11.
Missile defence is another critical capability for Japan, and it has deployed four Aegis vessels to counter potential missile threats and US Aegis vessels are offering further support. It is also working with the United States to develop missile interceptor technology. All of this represents a direct response to the missile threat from North Korea, and its missile defences are not designed to cope with missiles from Russia or China, according to Japanese analysts. Japan is very focused on North Korean capabilities because it is particularly difficult to gauge its intentions. It works closely with its partners and allies, particularly the United States, to share intelligence in this regard. It is evident that North Korean nuclear capabilities are progressing both in terms of nuclear warheads, which they claim are being successfully miniaturized, and in terms of ballistic missiles. It has more than 300 medium range ballistic missiles capable of striking virtually all of Japan and hitting Tokyo within ten minutes of launch. They also have 50 mobile launchers which only increase uncertainty. Japan’s response to this threat is not dissimilar to the response Europe, with US assistance, is taking to the threat posed by Iran. A limited missile shield will inject greater uncertainty in North Korean military planning. 

12.
There is some concern in Japan that the United States has taken several steps that have undermined the credibility of extended nuclear deterrence vis-à-vis Japan. The Obama administration has decommissioned nuclear-tipped tomahawk missiles which Japan regarded as a centrepiece of the US nuclear deterrent in East Asia. The US administration undertook this decision without consulting the Japanese, and there are some concerns that this signals a decoupling at a moment when the United States has pronounced a rebalancing of its strategic engagements toward Asia. 

13.
The great 2011 Tohoku earthquake and tsunami have reinforced the disaster response functions of the Japanese Self-Defence Forces, but it also provided yet more evidence to Japanese leaders that jointness in military operations is a virtue. Japanese forces are now jointly commanded, and analysts and government officials are very positive about this transformation. Jointness is also seen as a rational response to very tight budget conditions. Japan currently has a fiscal debt approaching 200% of GDP. This is unsustainable, and it will demand some degree of austerity which, in turn, will impinge on defence spending, even though defence spending went up slightly in recent years. If the budget cannot be increased dramatically, jointness promises significant efficiency gains, which can maximize the return on limited defence budgets. In pushing jointness in the military, ties to NATO become even more important as NATO is a front-runner on jointness and connectivity among different forces. Japan is also considering revising a long-term ban on joint weapons development with international partners in order to increase capability and drive down costs. But this too demands a new interpretation of the constitution—something that the Abe government has strongly advocated.

14.
Japan is also reassessing its equipment needs to make sure that the Japanese Self-Defence Forces are structured to meet the country’s critical security requirements. It is, for example, reducing the number of heavy tanks. The Japanese military has worked not only in Japanese disaster response but also elsewhere, for example after Typhoon Haiyan, a powerful storm which struck the Philippines in 2013. Operating in response to these kinds of disasters has reinforced the new and broader approach to security the Japanese Self-Defence Forces have adopted. This includes other potential missions, including counter-terrorism, explosive ordinance disposal, counter-piracy, and peace keeping among other things. 

15.
Japan is clearly distraught with Chinese maritime revisionism and finds it very unhelpful that China is citing 2,000 year old precedents to justify its challenge to the maritime status quo in Asian waters. Japanese officials stress that a broad effort is needed to avoid misunderstanding and accidental military encounters. China should participate in a region-wide maritime communication system to lower the risk of incidents at sea. Chinese military manoeuvres have become very aggressive and even reckless, according to Japanese experts. Chinese vessels have positioned themselves very close to Japanese vessels in what is clearly meant to be a provocation. It also greatly raises the risk of accidents and miscalculation, leading to serious questions in the minds of Japanese defence planners about command and control structures in China. Chinese rules of engagement are not at all clear, and this only adds to the opacity of military control in China. This is potentially very dangerous, and it is not fully evident that civilian authorities in China are fully engaged in these issues. The same can be said about the growing number of cyber-attacks which appear to be originating in China and which target not only government systems but also the private sector. This, in turn, raises the level of uncertainty in Japan and elsewhere in Asia and it conditions the kind of defence planning that Asian states are compelled to undertake. 

16.
Japan’s shifting defence posture also has implications for the domestic defence business. In the past, defence trade in Japan was highly constrained and there were sharp limitations on that sector’s right to transfer technology out of the country. This, of course, limited the size of the defence market and the absence of scale economies raised prices across the sector and limited the capital available for investment. It also constrained technology development, and the Japanese have come to appreciate how important technology spun out of the defence sector can be to the commercial sector. This is starting to change, as the Abe government has revised the guidelines on defence technology transfers. Japanese industry is thus looking to deepen cooperation with key global players to enhance its own competitiveness, particularly in the United States. More specifically it is seeking to engage in technology transfers that advance Japanese security as well as implement international joint development and production projects in the context of enhanced defence cooperation with allies and partners. Much of the defence production in Japan today is licensed work with US companies. On the defence industrial side, there is growing Japanese interest in working on missile defence, an area of immediate importance to Japan. Here again Japanese firms are working with US firms to push out the technology.
17.
The delegation visited two Japanese companies, building aircraft for Japan’s Self-Defence Forces. Kawasaki Heavy Industries builds a range of aircraft both as a primary contractor and as a supplier. It provides components for a range of Boeing aircraft, among other firms, and is supplying fixed wing aircraft and helicopters to the Japanese Self-Defence Forces. It has developed very sophisticated analytical tools for aerodynamics and flight simulators and is working on unmanned technology. It is also manufacturing automated targets for fighters. The delegation also visited a smaller company, Shin Maywa Industries which is roughly one fifth the size of Kawasaki. It has developed a large amphibious aircraft which has myriad potential uses. This long-range aircraft is large and very sophisticated, can land and take off in difficult maritime conditions, and can be used in search and rescue missions, maritime surveillance, fleet support, humanitarian assistance, and even firefighting.
III. Japanese Relations with NATO and other International Organizations

18.
Normative approaches to the challenges outlined above are essential to keeping the global commons secure, and Japan feels that it is essential to work closely with partner countries to lower the risk of conflict. At the same time, Japanese officials as well as the public remain very dedicated to the notion of Japan as a pacific nation and this will continue to be a central feature of its security posture. 

19.
Japan’s difficult relationship with an ever more economically and military powerful China has heightened its sense that it needs to strengthen its ties to the international community and to the West in particular. As Japan is shifting its defence posture, the country is seeking closer ties to NATO. When Prime Minister Abe recently visited NATO Headquarters, he told the North Atlantic Council that Japan intends to make new contributions to international peace and stability and that it will do so with a new strategy that makes it possible to take a proactive approach to peace.

20.
Japanese officials explicitly acknowledge that in the current security environment, it makes little sense for Japan to take on such a role in isolation. It needs to find new ways to work with partners and particularly with the United States. The traditional interpretation of the constitution has made this very difficult and this is why the government and parliament have revised how the state interprets the constitutional provisions governing Japan’s security posture, a controversial move in many quarters, both domestic and abroad. Even within the framework of the traditional reading of the Japanese constitution, however, Japan has worked closely with NATO in Afghanistan, off the coast of Somalia, Bosnia and elsewhere. 

21.
Japan has participated in a joint study group on humanitarian assistance and disaster relief and co-hosted a symposium on NATO’s role in meeting emerging security challenges. It is particularly interested in the work NATO is doing on cyber security and looks forward to collaborating on this particular front. Other areas of common interest include counter-terrorism, disarmament, maritime security, counter piracy, and the comprehensive approach to conflict management. Japan also intends to conduct a dialogue with NATO on defence technology issues, public diplomacy, and mainstreaming women into national military structures.

22.
A number of speakers pointed out that Japan has taken a strong position on Russia’s annexation on Crimea. The Abe government sees this as a unilateral and illegal action that sets a dangerous precedent that could encourage other countries to seek to change borders unilaterally. Obviously the Japanese perspective is conditioned by its concerns about Chinese intentions in the East and South China Seas. Importantly, Japan is the only non-NATO member of the G-7 and here too it took a strong position on sanctioning Russia for its actions in Crimea in endorsing that group’s rationale for expelling Russia. Prime Minister Abe had hoped to improve relations with Russia, and he saw a real potential to build up economic and energy links with that country. There was also speculation that he would seek to open up discussions about the long-standing dispute about a number of islands north of Hokkaido. Russia’s annexation of Crimea, however, has undermined these aspirations and Japan has sided with the other G-7 members to express its strong opposition to Russia’s unilateral action in Crimea.

23.
Japan’s leaders feel that participating in international security organizations can buttress domestic support. Prime Minister Abe, for example, has made the deeper integration of women into the country’s labour market a key plank in his economic and social strategy. With regards to NATO, the government will work to send more women to NATO headquarters to learn how its Western partners approach incorporating women into military leadership. 

24.
Prime Minister Abe has also sought to strengthen ties with other institutions including the Organization for Security and Co-operation in Europe. The visit of the NATO PA delegation took place at the same time that an OSCE delegation was in Tokyo for an OSCE-Japan summit. The Japanese recognize that it is important to develop a finer understanding of the role these institutions play in global politics and they increasingly appreciate the way in which such organizations regularize contacts and discussions among member countries. Japan has launched a dialogue with the OSCE for this purpose. Japan’s relations with the EU are obviously more developed as the two are major trading partners currently engaged in talks to deepen this bilateral trading relationship.

IV. The US Rebalancing to Asia and Europe’s renewed Asian Focus

25.
Both Europe and the United States have reassessed their respective positions on Asia in light of the region’s growing economic and strategic importance. Both are also deeply concerned by the absence of an articulated security architecture that might make the region more stable and predictable. However, the United States and Europe play very different roles in the region. This is largely due to the fact that the United States is a major military player in the Asia-Pacific region and Europe’s influence is essentially commercial and diplomatic. 

26.
The Obama Administration’s policy toward Asia reflects its recognition of a global economic and strategic shift. Half of the world’s population now lives in Asia, and half of the world’s GDP is generated there. The United States is a Pacific nation and has formal alliances with not only Japan, but also Australia, New Zealand, the Philippines, South Korea, and Thailand and is a major trading partner for the region. Although many analysts have focused on the military dimensions of the ‘rebalancing’ strategy, there are clearly very important "soft-power" elements in the strategy, in large measure linked to trade.

27.
Japan is absolutely essential to US relations with the rest of Asia and US officials welcome the reforms that Prime Minister Abe is introducing. It is also important to note that the US rebalancing does not imply any abandonment of its other commitments and its concerns. Moreover, it is not a containment strategy. It would be naïve to think that China’s rise can simply be contained, even though many Chinese analysts believe that this is the US intention. The US ambition is actually more limited, as it hopes to contribute to regional stability and to encourage China to play a positive role in strategic, economic, and diplomatic terms. The US goal is to see a more cooperative and transparent China that can work more easily with other Asian players. The problem today is that China appears to be moving in another direction and warning bells are going off across the region.

28.
European policy in Asia is largely focused on economic relations. Europe is also more reluctant to be draw into the region’s political disputes and seeks to take a balanced approach, for example on several outstanding disputes between Japan and China. This could change over time, and it is particularly notable that Japan has endorsed NATO’s perspective on the Crimea and thus established an even higher degree of solidarity with the West. 

V. Japan’s Relations with the European Union

29.
EU-Japanese relations have evolved significantly over the past three years, in part, because the Lisbon Treaty accorded the EU with a more streamlined structure for representing EU interests abroad. Japan has come to appreciate the EU’s global role, and its interaction with its institutions has increased. Japan was also very seriously alarmed by the financial crisis in the EU. The crisis made it clear that Japan has a very strong stake in the EU and its institutions. European support in the wake of the March 2011 disaster brought home the importance of this partnership while China’s economic and military rise combined with its ever more ambitious maritime claims have encouraged Japan to further deepen ties with the democratic world. The EU and Japan are now cooperating on issues like cyber security and space policy as well as energy, smart cities, research and development policies, and rare earth mining. 

30.
Japan and the EU currently confront serious challenges on energy security, and this too provides scope for deeper cooperation. At the same time, the European Union’s deepening trade relations with Japan and with Asia more generally has prompted it to devote more diplomatic energy to the region. Although the EU initially tended to focus on China, which is its most important Asian trading partner, it has come to recognize the importance of other key players in the region, including Japan. EU diplomacy now reflects this more nuanced perspective. 

31.
The EU and Japan are currently engaged in talks to establish a Free Trade Agreement. These are occurring in parallel to the Trans-Pacific Partnership (TPP) talks and at a moment when the Abe government is dedicated to advancing fundamental economic reforms. From the EU’s perspective these developments are mutually reinforcing and suggest that Japan is a key partner as the EU, like the United States, seeks to build a more open, transparent and rules based trading order. But there are areas of dispute between these important trading partners. Europe would like Japan to extend better access to its food markets—an ambition that it shares with the United States—and there are concerns about an array of non-tariff barriers that EU officials feel discriminate against European firms. These include problems in labelling requirements, mutual recognition of standards, and research subsidies. Officials, however, are confident that a deal is within reach and note that the Japanese are engaging in serious discussions about non-tariff barriers. The conclusion of an EU-Japan Free Trade Agreement and the TPP could together herald the beginning of a far more open Asian market organized in a manner that would even the playing field for both European and North American commercial players. 

32.
European commercial groups have long advocated a Japanese-EU Free Trade Agreement and have seen this as providing a vehicle for addressing an array of non-tariff barriers that they feel have impeded European exports to Japan. These groups are pushing for mutual recognition of standards and product certifications, faster product approval by regulators, rationalization of labelling requirements, the end of import quotas on items such as shoes, as well equal treatment for foreign and domestic firms. Many of these goals are shared by American commercial interests who, for their part, welcome the Abe government’s ambitions to revamp the national economy and lay the foundations for long-term growth. Abe is dedicated to doing this, in part, through new trade pacts and deregulating labour markets, in part to attract non-Japanese talent and to better tap into the talent of women. This is generally understood in the United States as representing a positive step. There are also some concerns about corporate governance as few outsiders have the possibility of serving on the boards.  

VI. China

33.
Invariably the subject of China was broached with great frequency over the course of the week-long visit. China’s inexorable military and commercial rise is fundamentally altering the balance of power in East and South East Asia, and it has triggered an important reconsideration of the region’s security architecture and relations among other countries in the region. Japan, for example, is reaching out to members of the Association of Southeast Asian Nations (ASEAN) and is managing to improve relations with many of them. While these countries are concerned about China’s rise and its maritime claims, they are also reluctant to stand up to China. Japan is generally respected in the region, as it refuses to back down, and this has lent it a degree of credibility in the eyes of a number of governments in the region. 

34.
Indeed, many Asian countries now think of Japan as a modern and democratic stalwart and have essentially put the war legacy behind them. China and South Korea are two exceptions here and on this, the Abe government has perhaps made a few errors. Abe’s visit to the Yasukuni Shrine and problems with South Korea about the historical legacy of enforced prostitution during the Second World War continue to negatively condition relations between those two countries. Part of the problem with the Yasukuni Shrine is that the Japanese see it as a shrine to the souls of all the war dead and not just those who were executed for war crimes. There have also been problems complicating any moves to a fully accepted apology for the policy of enforced prostitution. While Japan is increasingly seen throughout most of Asia as a force for stability that has moved well beyond its war-time legacy, China and South Korea in particular continue to harbour grievances. A number of Western observers would like to see progress on these two matters. While Japan hopes to improve relations with South Korea, it is also reaching out to South East Asia, India and Australia to deepen ties with these countries.
35.
To understand the scale of China’s growing power and influence, it is enough to consider that by 2030, China will have more than 220 cities with populations exceeding 1 million people. Europe, by comparison, will have only 35 and this is why so many countries understand China’s rise as both a challenge and an opportunity.

VII. North Korea

36.
Japan sees China as posing a long-term strategic challenge. North Korea, in contrast, poses a lower-order, but more immediate, military challenge. Given the opaque manner with which the North Koreans conduct their affairs, Japanese strategic planners feel compelled to focus on capability first and intentions second. The Japanese are working with the US military to construct a missile defence system designed to cope with a potential North Korean attack. They have deployed Aegis sea-based missiles and land-based Patriot units to cope with a potential attack, to complicate North Korean planning and dissuade it from even considering an attack. North Korea has tested missiles from deep inside the peninsula which has complicated Japan’s capacity to track these missiles. North Korea is seeking to derive some coercive power from these deployments and the missile defence system is designed to reduce any political leverage North Korea hopes to attain.

37.
China is closely watching Japan’s deployments and defence investments and worries about them, even though they are not directed against China and could not cope with a Chinese attack. Chinese capabilities are far greater than those of North Korea. The United States has discussed this issue with the Chinese and has sought to communicate that Japanese efforts are focused exclusively on North Korea. The Japanese have started a conversation with the North Koreans to discuss an array of outstanding problems including the long-standing issue of Japanese citizens abducted and held by North Korea. North Korea has promised to investigate these cases, and Japan hopes to make progress on outstanding concerns about North Korea’s nuclear program.

VIII. Economic Reform and the Trade Agenda

38.
The Abe government is determined to tackle head-on the enduring problem of sluggish Japanese growth and recognizes that fundamental structural reforms are essential to make this happen. There are numerous inefficiencies built into the domestic economy, which were long masked by Japan’s highly successful export economy. Japan’s weight in global markets has declined in recent decades, and this has exposed the weakness in its domestic economic structures. These problems include highly protected agriculture, a relatively inefficient service sector, an array of non-tariff barriers that drive costs up and reduce productivity, and a rapidly aging population combined with a failure to fully exploit the capacities of women in the market place. 

39.
It is indeed difficult to grow when a population is falling as it is in Japan. The problem has been made worse by relatively low female participation in labour markets and low levels of immigration. Abe now wants to bring in more skilled workers from abroad and has introduced the concept of ‘womenomics’ to create a foundation to engage women more fully in labor markets. There is a growing Japanese consensus that this makes sense, but some question whether a purely economic focus of this reform angle will actually change anything; changes in the role of women in the Japanese society writ large need to be effected as well, something that is much harder to achieve. 

40.
The Japanese are simultaneously engaged in bilateral trade talks with the EU and in the regional Trans-Pacific Partnership trade talks. Japan is a relatively late comer to the TPP talks, but the Abe government has made them a cornerstone of its economic policy. Indeed, the view from Tokyo is that a regional trade pact, involving the United States, and based on the concept of greater transparency, international consensus, lower barriers to trade, and the rule of law will only facilitate Prime Minister Abe’s reform agenda. The problem for the Prime Minister is that there are entrenched interests in protected sectors like agriculture which will resist reform and will oppose trade pacts that demand reforms affecting their core constituencies, for example in domestic rice production. The challenge for the Prime Minister is that his ambition to ensure that Japan remains an influential global player hinges on ensuring that Japan’s economy is successful. This, in turn, requires a range of core reforms against which are arrayed a number of constituencies, some of which are represented in Abe’s own political party. 

41.
US ambitions for the TPP talks are to create a trading system characterized by a strong set of rules and norms that foster deeper economic integration. President Obama recently visited Japan to galvanize the talks, and the administration implicitly sees a link between what is trying to achieve in the TPP talks and in the Transatlantic Trade and Investment Partnership (TTIP) talks with the EU. Neither is a repudiation of the global multilateral trading system, but both could help galvanize the multilateral system by demonstrating that rules based, transparent, and liberal trading systems can generate prosperity for all parties thus engaged. 

42.
Along these lines, US officials and others deny that the TPP is inherently anti-Chinese although China is not participating in the talks. The goal rather is to set a standard to which China would ultimately aspire to achieve. Today, China has problems in terms of transparency and in terms of its commitment to international rules and norms. But it may one day find that it is in its interest to conform to such standards and in this sense, many of those supporting the TPP do not discount the possibility of China eventually finding that its interest align with the standards the TPP talks hope to establish.

43.
The overall approach to economic reform in Japan under the current government has been called ‘Abenomics’. The approach has three components or so-called arrows: expanding the monetary supply, engaging in traditional fiscal stimulus, and launching a new growth strategy. The last of these is perhaps the most complex and difficult dimension of the policy. 

44.
Japan is lagging behind other key global players in terms of research and development investment, especially in the corporate sector. There is little public funding for research and this has begun to undermine innovation in Japan. During the years of Japan’s so-called catch up, it effectively targeted technologies and mastered the practice of effectively and efficiently commercializing technology. The problem today is that Japanese commercial culture is highly risk averse and so it losing out on the high end of the technology boom to risk takers such as those operating in Silicon Valley. The thinking among some Japanese officials and analysts is that Japan must learn to embrace risk. There is also growing concern that Chinese research and development spending is outpacing that of Japan, while other Asian countries like Korea are quickly closing the gap. The Chinese are sending many graduate students to Japanese universities, and this has clearly facilitated China’s rapidly improving research capacities. 

45.
Japan also confronts serious bottlenecks on the energy-sector side, particularly as it has closed down all its nuclear reactors for a safety review in the wake of the Fukushima disaster. It is likely that some will be reopened – a government goal – but Japan’s long-term economic health will require a higher degree of energy security and national planners are laying out strategies to cope with challenge. These involve not only diversification but also conservation. 

46.
Prime Minister Abe has started an industrial competitiveness council which is laying out a new national strategy to return to a global leadership position in terms of innovation. Among the reformers, there is sense that liberalizing trade can provide a boost to this process. There is thus a sense that Japan needs a global strategy to bolster its competitiveness and cannot simply achieve this through domestic policy. That said, the government also sees changes in the higher education system as very much necessary. Even the defence industry should be seen as part of this process. The United States has benefitted enormously from military spin-offs, and Japanese officials believe that they need to do more to foster this kind of synergy. There is resistance to this in some Japanese circles however. Some universities have, for example, refused to allow dual-use and defence technology work on its campus.

IX. Fukushima and its Aftermath

47.
The delegation met with senior officials charged with coordinating the government’s response to Fukushima’s level 9 earthquake, the horrific tsunami which reached a height of 40 meters (a once-in-a-millennium event), the ensuing nuclear disaster, and the aftermath of this highly complex and unprecedented emergency. Those officials who met with the delegation expressed their deep appreciation for all the support NATO member governments had offered in response to the crisis. 

48.
By any measure, the events following the 11 March 2011 earthquake and tsunami were catastrophic. Some 15,000 people lost their lives, 100,000 buildings were destroyed, businesses vanished, and Japan faces a long and complicated clean up challenge around the Fukushima nuclear power plant, which melted down after the tsunami. In response, the Japanese government created a Ministry for Reconstruction to oversee a comprehensive inter-ministerial response to the catastrophe. It accorded that agency with a higher rank than all other ministries and agencies. The budget for the first five years of reconstruction was set at 25 trillion Yen and a special tax has been imposed to help fund the effort. The approach is comprehensive and requires new approaches to budgeting and new organizational structures to cope with the immense task of reconstruction. Intense coordination with local officials is also essential.  Virtually all ministries have been involved with some dimension of disaster response and recovery operations. In addition to the nuclear clean up, the state has overseen the reconstruction of critical infrastructure, fundamental re-landscaping, the provision of food, water as well as temporary and ultimately permanent housing. It has had to provide energy to communities struck by the crisis and managed both the return of those driven from their communities and the resettlement of those who cannot or will not return. The string of disasters in the region struck industry particularly hard, and the effects were felt throughout Japan and well beyond. The crisis threw a wrench into Japan’s highly complex delivery and inventory management systems as key suppliers in the Fukushima region were shut down or even destroyed in the crisis. Gross Domestic Product (GDP) declined by 15% in the immediate wake of the crisis, although the manufacturing index recovered within six months. The crisis thus had reverberations throughout the global economy.

49.
The meltdown of three of the six reactors a Fukushima led to the evacuation of 80,000 people living within a twenty mile radius of the plants. These three furnaces are under core shut down and efforts are underway to decontaminate the region around Fukushima. Currently, the plants are not emitting radiation, but there is a disposal problem with water used to cool the reactor and a great challenge ahead in retrieving and transporting very hot nuclear fuel in the core. This will ultimately require new technology, and the Japanese aim to use robots to help solve a problem which could take thirty years. Japanese authorities stressed that it is conducting comprehensive food safety inspections in regions close to Fukushima, having upper limits that are ten times more stringent than EU limits, and insist that any food tainted by radiation would never make it to the market. Accordingly, they appealed to Europe to lift current restrictions on food imports. Over 2 million people have been tested for radiation and only two plant workers tested at very high levels, although both are in good health. The government plans to continue regular testing of radiation levels.

50.
In the wake of the melt down, all nuclear power plants in Japan were and remain shut down, pending an assessment of their safety. Those plants that cannot pass safety standards will not be reopened. This has greatly complicated Japan’s energy supply situation and has directly led to a switch toward greater coal and natural gas use. The government is also encouraging greater efficiency as it faces very high energy costs.

51.
All in all 470,000 people were evacuated as a result of the broad crisis out of a total Japanese population of 120 million. Some have managed to rebuilt their homes or have found new housing. Some 250,000 cannot return to their houses even three years after the disaster. The Japanese government has built 29,000 permanent housing units and in many instances has relocated communities to higher ground.

52.
Several months after the disaster, key infrastructure including rail, road, and communication networks as well as water and sewer systems had been largely restored. According to the government, the transportation network today is 99% recovered, the railroad is 90% recovered with the remaining 10% still affected by the problem of radiation.
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