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: INTRODUCTION

MATHIEU DUCHATEL

Let's start with a factual observation. For Europe, China policy in recent years has been less
and less about the management of bilateral relations with China, and more and more about
coordination and cooperation with allies and partners. This is an unavoidable outcome of the
stalemate in EU-China relations, of domestic governance trends inside China under Xi Jinping's
leadership, and of the risk of war in the Taiwan Strait. Even the most optimistic European po-
licymakers, which had been deeply convinced until most recently that a cross-strait war was unthinkable because
“it would be too costly”, are starting to take that risk seriously after Russia launched its war of aggression against
Ukraine.

Thisis animportant context to watch China-Japan relations from Europe, and to pay attention to the Chinese experts'
views on Japan's China policy. On the economic front, in the management of the security environmentin East Asia and
the Indo-Pacific, but also in their ambition to shape the international order, Japanese policies provide a benchmark
toassess Europe’s own actions, a source of inspiration to test ideas and improve our own policies, and an alarm call
regarding the seriousness of East Asian security risks.

Beyond the deep people-to-people and business relations that tie together the Chinese and the Japanese societies,
and taking into consideration the historical depth of rich culturalinteractions and tragic wars, itis no exaggeration to
state that Japan approaches China from the strategic viewpoint of Japan's position in the international system, and
not simply from the angle of market opportunities. China's future choice with regards to war or peace in the Taiwan
Strait, how China will handle its territorial disputes with Japan in the East China Sea, whether China or the West
will dominate the next wave of technology innovation, and the extent to which Chinese influence will expand in the
Indo-Pacific region are vital questions for Japan's existence as a peaceful and prosperous advanced industrial eco-
nomy. This explains why Japan’s China policy is framed as part of a strategy for the future of the international order.

This issue of China Trends explores Chinese debates and perceptions in three policy areas.

First, security competition and the military domain often define the big picture of China-Japan relations. When Pre-
sident Biden visited Japan last May, China responded by jointly flying nuclear bombers with the Russian Air Force in
Japan’s Air Defense Identification Zone. This was a crystal clear signal of China’s current threat perception vis-a-vis
the US-Japanalliance and its centralrole in maintaining the East Asian status quo, which seen from Beijing constrains
China's strategic space. Yamaguchi Shinji's piece shows important differences in Chinese analysis regarding Japan's
security policy, but also underlines that three broad agreements have surfaced. First, there is genuine alarm at Ja-
pan increasingly being an active player in deterring China from attacking Taiwan. Second, Chinese experts can only
acknowledge that Japan is taking the initiative to build a coalition in the Indo-Pacific to resist China's rise. And third,
they note that Japan is increasingly vocal on human rights - but they are nevertheless unsure whether this is a deep
and consequential transformation of a country traditionally less vocal than the West regarding abuses in China.
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Second, Japan's turn to greater government intervention in the technological race has recently culminated with the
Kishida government adopting an economic security legislation. The legislation targets Japan's supply chain secu-
rity, plans increased protections against technology acquisition by military end-users, and injects new resources to
boost innovation in strategic industries. Just like Europe’'s "autonomous defensive instruments”, Japan's legislation
is country-agnostic, but is mainly a response to China's state capitalism. A minority of Chinese analysts describe
Japan’s legislation as hostile and as a factor of increased distrust in China-Japan relations. One scholar even ac-
cuses Japan of seeking “absolute economic security”, mirroring on purpose China and Russia’s accusations that the
United States is seeking absolute security by undermining their nuclear deterrence. But the mainstream is elsewhere.
Chinese experts are able to show understanding and to rationalize Japanese actions, which is a global leader in craf-
ting new defensive measures to counter intangible technology transfers. Japan’s actions are both part of an interna-
tional trend and a historical trend inside Japan. Some doubt the efficiency of Japan's turn to economic security and
the intensity of its impact on Chinese interests. One thing is clear. Those measures are targeted, and will not lead to
full decoupling of the Chinese and the Japanese economies.

The third piece is a search for positive and optimistic Chinese views regarding the future of China-Japan cooperation.
2022 marks the 50" anniversary of the establishment of diplomatic ties, and the depth of China-Japan economic re-
lations is not only stunning for its volume (bilateral trade was at US$ 372 billion in 2021), but it's also been a major
factor of growth and prosperity since China's opening up. In each of the three pieces, there are always voices that
question Japan’s long-term commitment to a course of strategic competition with China. This closing analysis by
Viviana Zhu sees a lot of emphasis placed on the significance of RCEP, as a demonstration that the Japanese govern-
ment is determined to pursue closer relations with China, in spite of everything. The tone of Chinese publications
makes clear that optimism is contained, and for good reason. Asked by a Chinese military officer at the Shangri-La
Dialogue in Singapore about Japan's plan for the 50" anniversary, Prime Minister Fumio Kishida simply provided a
laconic reply that “more communication” was important.

The recent EU-Japan Summit was the occasion to define China policy as an issue of bilateral cooperation. The joint
communiqué states that "we will deepen our exchanges on China, notably with regard to political, economic and
security dynamics, including on the situation in Hong Kong as well as on human rights, including in Xinjiang"”." There
is also a mention of “economic security” as an area of Europe-Japan cooperation, a notable development given how
many European policymakers were until recently reluctant to adopt that terminology, which they saw as a direct at-
tack on free market principles. But times change, and Japan's patient diplomacy seems to have succeeded in per-
suading European interlocutors. On the trade, technology and investment agenda, cooperation with Japan can com-
plement transatlantic relations, and to some degree balance the importance of the United States on Europe’s agenda.
While China-Japanrelationsincreasingly slide towards outward rivalry, Europe can also watch which economic gains
are nevertheless preserved from politicization or securitization.

1."Joint Statement EU-Japan Summit 2022", European
Council, May 12, 2022, https://www.consilium.europa.eu/
en/press/press-releases/2022/05/12/joint-statement-
eu-japan-summit-2022/

ABOUT

China Trends seeks understanding of China from Chinese language sources. In an era where the international news cycle is often about
China, having a reality check on Chinese expressions often provides for more in-depth analysis of the logic at work in policies, and needed
information about policy debates where they exist. China Trends is a quarterly publication by Institut Montaigne's Asia program, with each
issue focusing on a single theme.
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SECURITY COMPETITION:
CHINA'S ALARM ON THE RISE

Since the advent of the Abe administration (2012), Japan's foreign policy
has become more proactive, with an even closer US-Japan alliance and a
more proactive attitude towards maintaining and building regional order
by raising the Free and Open Indo-Pacific vision. It has also been more
outspoken about the Taiwan issue and placed more emphasis on democratic
values and human rights than before.

How does China view these developments in Japan's foreign and security
policy? Japan and China have been in severe security confrontation since
Japan’s acquisition of three of the Senkaku Islands in 2012. However, the
2017 China visit of Toshihiro Nikai, then secretary-general of Japan'’s ruling
Liberal Democratic Party, produced a slight easing of tensions and a stabili-
zing trend. But relations deteriorated again amid the aggravating US-China
tensions and the Covid-19 pandemic. How Chinese thinkers consider dete-
riorating China-Japan relations is a crucial question worth exploring.

This article explores the current state of China's perception of Japan, mainly
by analyzing the discussions of Chinese experts in the period 2020-2022,
underlining the main issues being discussed in China.

Three views on Sino-Japanese relations

Chinese experts' views on the current state of Sino-Japanese relations
can be divided into three main categories. These are the pessimistic view,
the optimistic view, and the view of worsening relations. Overall, the first
and third views dominate, with
an increasing belief that the
confrontational elements in Sino-
Japanese relations are growing.
Furthermore, there is no argument
that China's actions or words make
Japan warier of China.

There is no argument that
China’s actions or words
make Japan warier of
China.

The pessimistic view is that Sino-Japanese relations have consistently
deteriorated since the Abe administration, with the rivalry aspect taking
centre stage. No short-term improvement can be expected. For example,
ShiYinhong, a professor at Renmin University, sees Sino-Japanese relations
entering a new historical phase predominantly characterised by strategic
and military rivalry.? Similarly, Zhu Feng, a professor at Nanjing Univer-
sity, contends that Japan has made countering China a consistent priority
of its security policy and military strategy since the 2013 National Security
Strategy. In Zhu Feng's view, the Kishida administration, which inherited this
trend, has pushed it further, adopting new defense laws and national secu-
rity strategies, and continuously strengthened US-Japan military coopera-
tion and defence assistance cooperation with other states in the region, and
overall, following a strategic framework of balancing China.?
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Japanese Studies, No.1, 2022, pp.1-21.
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In contrast, Chinese experts with
an optimistic viewpoint see diffe-
rences in US and Japanese per-
ceptions and policies on China. For
example, Gui Yongtao, a professor
at Beijing University, argues that
Japan's coordination with the US on
the Indo-Pacific strategy remains
superficial, due to undeniable differences with the US. According to Gui,
Japan's refrains from putting forward strategic competition with China,
and seeks coexistence between the Indo-Pacific initiative and China’s Belt
and Road initiative. He contrasts this restraint with a US policy which he
describes as containment of China.* Lu Hao, Deputy Director of Integrated
Strategic Research Office of Japan Research Institute at the Chinese Aca-
demy of Social Sciences, also sees that the Kishida Government seeking a
balance between its Indo-Pacific strategy and the pursuit of stability with
China.®

Chinese experts with
an optimistic viewpoint
see differences in US

and policies on China.

The third view that believes in worsening relations emphasises the change
in Japan's policy towards China. Namely, Yang Bojiang, Director-General of
Japan Institute of the Chinese Academy of Social Sciences, says that Sino-Ja-
panese relations, which deteriorated significantly in the 2010s, tended to
ease as Japan moderated its policy toward China in 2017. Nevertheless,
Yang argues that Japan experienced another turning point from around
2020, after which the security rivalry with China became more salient than
before.®

Underlying assumptions of these three perspectives are their evaluation of
the relationship between the internal dynamics of Japanese political and
security policy and US alliance policy.

The pessimistic view emphasises that the long-term trend is towards a
better match between the United States’s China containment policy and
Japan's consistent desire to reform the post World War Il regime. Accor-
ding to Zhu Haiyan, an associate professor at the School of Philosophy and
Government Administration of Shaanxi Normal University, the contradiction
between the power shift and the maintenance of US hegemony is widening.
Consequently, the US can no longer maintain hegemony alone and attempts
to preserve it through the distribution of benefits and delegation of power to
its allies. This decentralization, she maintains, has contributed to growing
equality and complementarity in the US-Japan alliance and has elevated
Japan's statusin the alliance.” Zhu argues that the US claim replaced the full
“leading power” of the US-Japan alliance with a “concerted leader” while
Japan changed from "subordinate power”(MJEE) to "subsidiary power”
(HHENE).°

Chinese experts argue that Japan sees this as an opportunity to pursue
militarization and to change post World War Il system. Zhu Feng argues that
since the Abe Administration, Japan’'s apparent siding with the US was based
on the hardline assessment of security and China by the Liberal Democra-
tic Party. By contrast, most Asian states are unwilling to choose a position
in strategic competition between US and China. This move has expanded
Japan's military forces and advanced constitutional reform, aiming to
change the post-war system.? Similarly, ShiYinhong sees Japan as the most
important military ally for the US in its competition with and containment
of China. He argues that the Suga and Kishida administrations have been
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strengthening their hardline stance towards China and the closer US-Japan
alliance since the Abe administration.™

Second, the optimistic view emphasises the difference between Japan's
and US's China policy. As mentioned above, Gui Yongtao's analysis is based
on his assumption that Japan and the US are not fully in line, especially when
it comes to China." Wu Yin argues that Japan's pragmatism makes it fully
sympathetic to the US when itis in its interests, but cautious when it is not.

Third, the perspective that highlights the shift in Japan's policy focuses
on the change of US administrations. Namely, according to Meng Xiaoxu, a
researcher at the Institute of Japanese Studies of the Chinese Academy of
Social Sciences, Japan did not want to be on the front line against China
during the Trump administration, but pursued soft balancing against China
using a mini-lateral framework with Australia, India, and others. However,
Meng argues that the Biden administration is more alliance-oriented and
pursues a systematic hard line against China, giving Japan a security gua-
rantee and “authorising” (%4%) it to promote its national defence.

Taiwan issue

Japan and the US mentioned the importance of peace and stability in the
Taiwan Straitin the US-Japan 2+2in March 2021; in April, Prime Minister Suga
visited the US and held a summit, whose joint statement mentioned Taiwan
for the first time in over 50 years. Observations that Taiwan contingency
may be imminent have led Japanese politicians to increase references to
the issue. However, mainstream Japanese scholars do not regard these
moves as a fundamental change of Japan's position on Taiwan. For example,
Kawashima Shin, a professor at Tokyo University, argues that Japan's basic
official policy toward Taiwan has remained unchanged. ™

Chinese experts do not share the
Japanese mainstream view and are

Chinese experts do not highly alarmed by Japan's increasing

share the Japanese
mainstream view and are
highly alarmed by Japan'’s
increasing references to

references to Taiwan. For example,
Shi Yinhong attaches great impor-
tance to this issue and sees the rapid
development of US-Japan strategic
cooperation at an unprecedented

Taiwan. level as a threat. He argues that
Japan has destroyed the bottom
line of Sino-Japanese political rela-
tions and has made its fundamental national policy clear: in the event of war

between the US and China, Japan would join the US in armed intervention. '™

Wu Huaizhong, Deputy Director-General of Japan Institute of the Chinese
Academy of Social Sciences, sees Japan's position on the Taiwan issue as
having changed significantly since 2021. He pointed out several reasons
for the change. First, the stability of Taiwan Strait is crucial for Japan’s sea
lane defense. Second, if the US and China go to war over the Taiwan issue,
Japan, where the US military bases are located, will inevitably be involved.
Third, Japanese conservatives recognise that the defense of Taiwan and the
defense of the Senkaku Islands largely overlap. '

Other commentators argue that despite strengthening Taiwan-Japan ties,
Japan'sinterests are not entirely align with those of the United States. Huang
Jichao, an assistant professor at Shenzhen University, for example, explains
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Japan's reasoning: Japan does not want China to become too powerful in
the Taiwan Strait's power balance, nor does it want to be directly embroiled
ina US-China conflict over Taiwan, thus it has adopted a pluralisticapproach
to mitigate its risks. Following this view, Japan's increased engagement with
Taiwan is the middle course that Japan took, which reflects a divergence of
interests between Japan and the US.

Open and Free Indo-Pacific Initiative

The Free and Open Indo-Pacific (FOIP), a concept proposed by Prime
Minister Shinzo Abe in 2016, is a Japanese initiative to maintain the existing
international order. Many Chinese commentators discuss the FOIP mainly
in terms of countering China. Shi Yinhong analyses that the Indo-Pacific
strategy is a framework for a US-led, pluralistic, flexible, and scalable war
against China. In response to China, Shi argued that the US-Japan alliance
is strengthening its cooperation with the UK, major EU countries, and
NATO under the Indo-Pacific strategy.”” Zhu Haiyan sees Japan using the
US-Japan alliance as an important national strategy tool, shifting from a
bilateral relationship to a ‘bilateral plus model’ and expanding its scope. '®
He believes that the US-Japan alliance has become a global scope provider
of rules and order.

Many arguments focus on Japan's initiative. Hu Lingyuan and Yin Changhui
of Fudan University argue that Japan moved from passively following the US
in the past to taking the initiative in setting an active international agenda
in terms of value alliances, geopolitics, gececonomics, and security in the
FOIP, a significant foreign policy change in Japan’'s contemporary history.
Wu Huaizhong also sees Japan as trying to counter China by forming a global
quasi-alliance in addition to the US-Japan alliance.?

Inadifferentview, GuiYongtao notes that Japanis averse to overemphasising
the China containment aspect of FOIP. He adds that by comparison with the
US, Japan places much less emphasisi on the military dimension of FOIP.?!

In a discussion focusing on the
change in Japan's position, Meng
Xiaoxu sees that Japan emphasized
until 2020 that the Indo-Pacific
concept was not an Asian version
of NATO or a China encirclement
strategy. But the March 2021 QUAD
Summit saw a change in Japan's
narrative, with a sudden emphasis
on the Quad as a framework for a
hardline stance against China.?
It is important to note that while
FOIP is often viewed solely as a containment measure against China, some
Japanese scholars argue otherwise: for Japan, that it is not only a counter-
balance against China, but also part of its efforts to build a comprehensive
regional order.?

The March 2021 QUAD
Summit saw a change in
Japan’s narrative, with a
sudden emphasis on the
Quad as a framework for
a hardline stance against
China.

Values

Values factors such as democracy and human rights are becoming more
salient in Japan's foreign and security policy. Chinese experts are wary of
thisasanew complicating element. Zhu Haiyan, forexample, shades light on
Japan'sincreasing emphasis on a rule-based international order in its policy
towards China.? Elsewhere, LU Yaodong, a professor at the University of
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Academy of Social Sciences, and Wang Fang identify a strong philosophical
continuity from the Abe administration to the Kishida administration,
with an emphasis on human rights issues and the promotion of values
diplomacy.? These views are echoed by Yang Bojiang, who argues that
Japan is strengthening its ‘values encirclement’ of China with the less costly
ideological tool.?

Onthe otherhand, many Chinese experts reiterate that Japan has a tradition
of pragmatic diplomacy. According to Wu Yin, former Vice President of the
Chinese Academy of Social Sciences, values diplomacy is nothing more than
an expression of Japan's pragmatic diplomacy aiming at political and eco-
nomic gains. In his view, Japan emphasises Western values such as liberal
democracy and human rights when it needs to be pro-US, and 'Eastern civili-
sation values' when it needs to be friendly with China.?” In other words, they
concluded that Japan’'s recent emphasis on values is merely a convenience.

Conclusion

In conclusion, the debate in China on Sino-Japanese relations has gradually
become more alarmist. A pessimistic perspective on the trend in Sino-
Japanese relations has become dominant. The traditional conception of
Chinese diplomacy tended to ease Sino-Japanese relations during periods
of deepening US-China rivalry, and to drive a wedge between Japan and the
United Statesin their cooperation as much as possible. Today, however, such
discussions are less common. Such a change may indicate a shiftin the basic
structure of Japan-China relations. For this reason, we should continue to
pay close attention to China's perceptions of Japan.

These worrying trend could be inten-
sified after the Russian invasion of
Ukraine in February 2022. Chinese
commentators argue that the Rus-
so-Ukrainian war is an opportunity
for Japan to advance its military

Chinese commentators
argue that the Russo-
Ukrainian waris an

OppOI’tUﬂIty' forJ.a.pan build-up. Wu Xian, a researcher at
to ‘?dvance its m’l’tary Japan Institute of the Chinese Aca-
bUIld'Up. demy of Social Sciences, believes

that the war is an excellent opportu-
nity for Japan to promote its military
superpower status.?

Each of the three perspectives mentioned in this paper has some merits
and its limitations. The pessimistic view emphasises the structural factor of
a major shift in the international system, which is an important factor that
cannot be ignored. However, the actual political dynamics of Sino-Japanese
relations are more varied and nuanced, and this cannot be captured by the
approach. By reading into the details of the Japanese debate, the optimistic
argument succeeds in portraying those aspects of the Japanese debate that
are not necessarily in line with the US debate on China. However, this is an
over-extended interpretation of the small differences between Japan and
the USin some respects. As a result, the third theory of worsening relations
appears to capture the most nuanced trends in Sino-Japanese relations.

Nevertheless, even the third theory has its defects. Chinese researchers
consistently downplay the negative image of Japanese public opinion
towards China: despite the improvement in political relations after 2017,
Japan’'s image towards China did not recover. This is in marked contrast to
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Chinese public opinion, whose image of Japan has eased in line with the
easing of politicalrelations between the two countries. According to a survey
by the Genron NPO, since 2012, the proportion of Japanese public opinion
having a poor image of China has consistently exceeded 80%. In contrast,
China's image of Japan has shown an improving trend since 2017, from a
good image of 10% and a bad image of 90% in 2013 to a good image of 40%
and a bad image of 50% between 2018 and 2020. In 2021, China's image of
Japan again showed a worsening trend, with 32% good and 66% bad, indica-
ting a general deterioration in China's attitude towards Japan.?
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ECONOMIC SECURITY IN CHINA-JAPAN

RELATIONS: THE BALANCE SHEET

On May 11, the Japanese Diet (the national legislature) enacted the “Eco-
nomic Security Promotion Bill" (&&= {RHEEEZE); three months after the
legislation had been introduced to the Parliament by the Kishida govern-
ment. 3’ The new legislation does not explicitly target China. However, as in
otherindustrialized democracies beefing up their toolbox of defensive mea-
sures, Japan's economic security legislation is a response to China's peculiar
mix of state capitalism, military-civil fusion, powerful industrial policies and
predatory strategies to access foreign technology which create asymmetries
and national security challenges.

The law, planned to take effect gradually starting next spring, provides a
new framework to guide Japan's policy on supply chain security, critical
infrastructure, and innovation in strategic sectors. How do Chinese experts
assess the impact of the legislation on China-Japan trade, investment and
technology relations? A review of recent Chinese writings suggests that
there are three main groups: those
who rationalize Japan's approach as
a necessary adjustment to a chan-
ging international environment;
those who see the legislation as a

The law provides a new
framework to guide

Japan’s policy on supply
chain security, critical
infrastructure, and
innovation in strategic
sectors.

hostile move that will provoke fur-
ther deterioration of China-Japan
relations; and those who merely
see a minor and reversible trend
that will fail to overturn stronger
market trends, favorable to greater
China-Japan economicintegration.

From investment screening to supply chain security: a rational
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adjustment to a changing international security environment

Chinese analysts view Japan's economic security legislation as part of two
larger trends. First, all industrialized nations adopt defensive and offensive 3
measures to adjust to international technology competition. Second, Japan
has been adopting such measures for more than a decade: the economic
security legislation is just another step forward on a path set by previous
governments. Overall, Japan's practice of economic security is a “major
trend that will not stop” even as governments come and go, argues Xu
Mei, Research Fellow in the Japanese Studies Department of the Chinese
Academy of Social Sciences.* 3

o

. For the full text of the legislation in Japanese, see the
website of Japan's Cabinet Secretariat: https://archive.
ph/she7M. The full name of the legislation is the "bill to
promote security by taking economic measures in an
integrated manner” (¥R Z—FAIICHETH LI
FBREREDHRRDHEEICEITHEER).

=

. Xu Mei, "Japan's economic security strengthening and
its influence under new circumstances (¥if% T B
9511&?%5%3‘221%55&%%1@)", Aisixiang, May 21, 2022,

Tian Zheng, Researcher at the Department for Japan Studies, China Aca- hitp://archive.today/XYyBi

demy of Social Sciences, provides an overview of similar measures taken

by the United States, the European Union and the Republic of Korea.*’He s

makes reference tothe USCOMPETES Act of 2022, the EU Industrial Strategy

updated in 2020, and the Republic of Korea's recent measures to prevent

@
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. Tian Zheng, “Japan 'sets the rules’ for economic security
(BAAHGZFRIRSIHIE")", Drenet, April 01,2022,
https://archive.ph/wkPia
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intangible transfers of its “national core technologies"”. Although his over-
view does not take in all the relevant recent development, it puts Japan'’s
decision in perspective: in all industrialized economies, restricting access
to dual-use technology and addressing supply chain security risks faced by

companies have become a public policy priority.

Japanisclearly partofalargertrend,
butJapanfollowsitsownpath.There
is a strong historical continuity
between the Kishida government'’s
economic security legislation and
many preceding measures that had
strengthened Japan's resistance to
technology predation. Cui Jian, pro-

Japan is increasingly
seeking a balance between
economic security and
economic development
when reshaping the

fessor at the Institute for Northeast regl:’latory and pOl’CY_
Asian Studies at Jilin University in environment for forelgn
Changchun, underlines some of direct investment.

the recent milestones.*® First and

foremost, Japan's Foreign Exchange

and Foreign Trade Act, which aims to ensure “the maintenance of peace and
security in Japan or international society by conducting the minimum neces-
sary control or coordination of foreign transactions”.** According to Cui Jian,
the 2007 revision of the Act marked a fundamental shift: for the first time,
foreign direct investment was approached from a national security pers-
pective, with a view to control intangible transfers of dual-use technology
(intangible as not occurring through exports). In 2017, another revision
considerably strengthened the management of foreign direct investment,
establishing post-investment supervision, mandatory prior notificationin all
sectors of critical goods and technologies, including in the review's scope
the acquisition of shares in unlisted companies, and lowering the review
threshold. But Cui Jian notes that the 2019 revision of the Act, while further
expanding the scope of screening, also sought to facilitate foreign invest-
ment in non-sensitive sectors. Xu Mei adds to this list the June 2021 "Land
Use Regulation Act”, which restricts foreign purchase of land in sensitive
geographic areas, such as Self-Defense Forces bases and nuclear power
plants. The trend towards securitization is clear, but Cui Jian concludes that
Japanisincreasingly seeking a balance between economic security and eco-
nomic development when reshaping the regulatory and policy environment
for foreign direct investment.

Economic security is a policy that comes with a cost. By adopting an eco-
nomic security legislation and other measures, Japan has "shifted its focus
fromefficiency to security” (NEMMUE @ EM L £EZL), argues Tian Zheng.
Xu Meiinsists on the global context of technological revolution: innovation is
transforming the international order. Historically, each disruptive technolo-
gical leap has affected the hierarchy of powers, and each transformation of
the international order has brought “new threats to humanity” (44 AKX R £
SEETRYELER). This reads like a profound justification of Japan's government
intervention, but also as a justification to Chinese policies.

A minor and fragile trend

However, several Chinese analysts doubt that the intervention of the
Japanese government will decisively overturn prevailing market trends.
They mainly insist on the huge pressure that Japan will face in trying
to restructure supply chains. Su Hang and Yu Fang, from the Institute
of International Economics and Trade at Dongbei University of Finance
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33. CuiJian, "Japan strengthens its economic
security assessment and foreign capital
management (B AEREFREE BRI
SNEAEH)", Japanese Studies, February 23,
2022, https://archive.ph/4Apok

34. See the English translation of the 2019 amended
version: Foreign Exchange and Foreign Trade Act (Act
No. 228 of 1949), https://www japaneselawtranslation.
go.jp/en/laws/view/3700/en
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and Economics in Dalian, note that Japan faces a massive challenge: the
country’s supply chain is heavily concentrated in Asia - 44% in China, and

42% in ASEAN, according to their statistics.* This heavy concentration in 35 suHang, YuFang, “Japan Strengthens Supply Chain
Security to Cope with Global Industrial Chain and Supply

Asiais nota policy decision, but the result of companies’ assessment of cost- Chain Reconstruction (B A3 L4 R % & (RIBLL EEFY
effectiveness and economies of scale. This is particularly true of Japan's SHTLE. RIERA) Japanese Studies, February
) , https://archive.ph/aeVjM

automotive industry, which depends on Chinese manufacturers for a fifth of
its parts, recalls Xu Mei.

Therefore, diversification may be rational as a risk management and risk

prevention policy, but Japan's goal to break with overdependence on China

will not be achieved overnight as the government and companies might not

share the same goal. Sun Li, Professor of Political Economy at Liaoning Uni-

versity, makes the simple case for why Japan will not succeed in reducing its

dependence on China.?¢ Her argument is that China-Japan bilateral trade is 36. Sun Li, "Japan is trying to break the model of ‘relying on
still growing. Trade volume reached a record 371.4 billion USD in 2021 and E:c'ﬂ?.:sr(tge;%nﬁog{ga%dﬁgnéh;%nrggSt;eés‘fﬁ%tlﬁ
China and Japan are both part of the Regional Comprehensive Economic o by 02022, Nitpsiffarchive,
Partnership (RCEP) which will result in deepening bilateral economic rela-

tions. As China remains Japan'’s largest trading partner, while Japan is only

China's fourth largest trading partner, she sees “the serious hollowing out of

Japan's industrial power” (Fli&EW 22 20 H™ER = 0L) as irreversible

and concludes thatitis notin the fundamentalinterest of Japan to go against

market trends.

Gui Yongtao, Professor at the School of International Studies at Peking
University, sees Japan's economic security legislation as mainly a result of

Japan's alliance management with the United States.® In fact, Gui Yongtao 37. Gui Yongtao, "Economic strategy, economic securit
: g gy y
policy and new trends in the US-Japan China Strategy

argues that US demands, and not Chinese policies, are the main challenge (@F AR BRELERSE AR ERBHFAR),
to Japan's economic security. As Japan adjusts to the US policy of “decou- Japanese Studies, January 16, 2022, https://archive.

ph/K02jj
pling” from China, its successive governments have reluctantly tried to

strike a balance between alliance management and the attractiveness of the
Chinese economy. But Japan refrains from taking an overly confrontational
approach.

Most importantly for Gui Yongtao,
Gui Yongtao argues that Japanese companies have paid a

price for those tech competition
us demandsl and not policies. Taking the semiconductor

Chinese policies, are the sector as an example, Kioxa, for-
main Cha[[enge toJapan’s merly Toshiba Memory, even had
economic security to delay its Initial Public Offering to

align with US restrictions on Huawei

. That would have been Japan'’s lar-
gest IPO of 2020. After the listing was delayed, Kioxa entered merger talks
with Western Digital, a sign of deepening US-Japan technology industrial
cooperation but for which Japan showed some resistance, as the US side
requested the company to be headquartered in the United States.

Gui Yongtao's main argument is that Japan will need to pragmatically
address the “paradox of economic security”: measures that reduce inte-
ractions with the target country also undermine one’s own sources of eco-
nomic power. Tian Zheng makes the same argument in different language,
using the “"double-edge sword"” analogy. On the one hand, he expectsan ove-
rall positive impact on Japan's Science and Technology, and on maintaining
Japan’s global leadership status. On the other hand, it is inevitable that the
burden of operating costs will increase for Japanese companies.

@
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The way Gui Yongtao sees out of this
dilemma is that US and Japanese
economic policies will over time
become "more pragmatic and
refined”, work through “a case-by-
case approach rather than com-
prehensive bans” (&REUZEZRL
EmIELEESHIAR), and try to
strike a balance between containing
China and maintaining flourishing
business relations, between regu-
lated and free flows of technology, as well as between short-term and long-
terminterests. In other words, very selective decoupling, and therefore, not
to the extent that global supply chains will be dramatically restructured at
the expense of China.

policies will over time
become “more pragmatic

bans”.

A hostile act that will further deteriorate China-Japan relations

Other scholars show less understanding of Japan's predicament. Zhang Yun,
Professor at Japan's Niigata University, uses language familiar to observers
of China-Russia relations: Japan's “search for absolute economic security”
(48342557 &) creates a "trap of trust deficit in great power relations” (A
{BEEFFEIE). *® "Absolute security” is used in Sino-Russian communiqués
to denounce the impact of US missile defense on China's and Russia's
nuclear deterrence. In the same tone, Yao Zeyu from the China Institute of
International Studies points to a “zero-sum game" mentality vis-a-vis China,
part of a US "decoupling campaign” which Japan "blindly follows". 3’

Indeed, when the starting point is great power competition, economic
security looks different - and so do trends towards greater cooperation and
coordination between industrialized democracies competing with China for
technological superiority. Japan is not alone. Zhang Yun notes that China is
confronted with various layers of cooperation, at the bilateral level (US-Ja-
pan), atthe trilateral level (Japan/India/Australia), through the Quad, and as
aresult of Japan'sinitiatives towards ASEAN. Clearly, “supply chain security
cooperation has opened a new expansion space for Japan's foreign policy”

(gL ERESIES A BRI RAHTSUE).

Indeed, as argued by Xu Mei, Japanese policies are about the future of the
international order. "By strengthening economic security, Japan is trying to
play a leading role in restructuring international rules and order” (H Zi#
dEEF T2 RE, KEEERMANEKFEHATELIZESIGER). Sun Li
from Liaoning University goes further in underlining a change of strategic
positioning. Japan used to “rely on China for the economy and on the United
States for security” (ZiFEHFE. ZE£FEEE). Itis now making a clear-cut
strategic choice of “relying on the US for both security and the economy in
order to suppress China" ("Zi%. Z&NEEE"FTEFE).“ She points in
particular to the creation of the U.S.-Japan Economic Policy Consultative
Committee (EPCC, or Economic “2+2"), which addresses supply chain resi-
lience, coordination on export controls, countering economic coercion, the
digitaleconomy, and whose first meeting prepared US President Biden's May
visitto Japan. Standards in the digital domain will be a defining component of
the future international order, and Sun Li notes US-Japan cooperation in that
areaas an important concern for China.
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US and Japanese economic

and refined”, work through
“a case-by-case approach
rather than comprehensive

38.Zhang Yun, “The three traps of the US-Japan economic
security alliance (X AZF R ERBH =K AHKMH)",
Cfisnet, December 1, 2021, https://archive.ph/YoOTV

39.Yao Zeyu, "Japan's economic security law may impact
economic ties with China", Global Times, May 12, 2022,
https://archive.ph/uvUgV

40. Sun Li, "Japan is trying to break the model of 'relying on
China for the economy and on the United States forit's
security' (AREEREITH"EFRPE. REREE"
1&3)", Global China, February 10, 2022, https://archive.
ph/TRsG8#selection-53.5-62.0
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The heavy emphasis in Chinese sources on Japan's defensive measures
suggests that they affect Chinese interests more than Japan's offensive
measures being adopted. Ironically, several Chinese authors argue that
excessive governmentinterventionin economicactivities are not conducive
to improving industrial competitiveness and promoting economic growth,
and will ultimately weaken Japan's economy. Given the unmatched scale of
Chinese governmentintervention, this argument is plainly double standards
- if one does not want to detect implicit criticism of China's own policies.

Chinese authors who
comment on industrial
and R&D policies all
adopt a matter-of-fact
and rather positive
tone, taking for granted
the importance of
government supportin
that space.

Overall, Japanese policies will
undoubtedly restrict Chinese access
to dual-use technology and reduce
Japan's exposure to a variety of China
risks. But how far is Japan willing
to go? What matters enormously
is how offensive measures to spur
innovation in Japan will succeed as
a complement to technology transfer
controls and supply chain security
policy. Interesting, Chinese authors
who comment on industrial and R&D
policies all adopt a matter-of-fact
and rather positive tone, taking for
granted the importance of govern-
ment supportin that space.
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50 YEARS OF PRC-JAPAN DIPLOMATIC RELATIONS:

IN SEARCH FOR OPTIMISM

2022 marks the 50th anniversary of the normalization of diplomatic relations
between China and Japan. During a virtual meeting with Japanese Foreign
Minister Hayashi Yoshimasa, Chinese Foreign Minister Wang Yi stressed that
“the two sides should act on the consensus and take the 50" anniversary of
the normalization of diplomatic relations as an opportunity to cement the
political foundation of bilateral relations, and strive to safeguard, conso-
lidate and develop the hard-won friendly situation jointly fostered by the
predecessors and people of the two countries”.*! Given this context, 2022 is
often described in Chinese writings as a favorable year for the development
of China-Japan relations and an important milestone in the history of bilate-
ral relations.

Due to the symbolic meaning attri-
buted to the year 2022, and despite
the tensions, there is an attempt
from the Chinese side to shed some
positive light on the current and
future state of the bilateral rela-
tions. For example, Zhang Jifeng,
Deputy Director of the Institute of
Japan Studies of the Chinese Aca-
demy of Social Sciences, suggests
to grasp this opportunity to create
a positive atmosphere (Ei&EHFE)
by carrying out activities related
to the 50" anniversary, in order to
improve the bilateral relation and facilitate economic and trade cooperation.
Similarily, Yang Bojiang, Director-General of Japan Institute of the Chinese
Academy of Social Sciences, notes Japan always hedges when dealing with
China.“? More specifically, he notes that Japan tends to be more confronta-
tional in security issues, but more cooperative when it comes to economic
issues. And indeed, on the economic front, despite Japan's action on the
economic security front, the recent balance sheet is far from being entirely
negative. In Yang's words, there could be "competition among cooperators”,
as well as “cooperation among competitors” ("GEEH R R "' EEHFENE

1E").

Due to the symbolic
meaning attributed to the
year 2022, and despite
the tensions, there is

an attempt from the
Chinese side to shed
some positive light on the
current and future state
of the bilateral relations.

China's focus on the significance of RCEP

One of the most celebrated positive developments by Chinese experts is the
enacting of the Regional Comprehensive Economic Partnership (RCEP), a
freetrade agreementsigned by 15 Asia-Pacific nations. Zhang Jifeng, Deputy
Director of the Institute of Japan Studies of the Chinese Academy of Social
Sciences, refersto RCEP as a historic breakthrough in China-Japan free trade
cooperation, which will inject new vitality into China-Japan economic and
trade cooperation.“® He explains that previously, under the WTO framework,
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China-Japan economic and trade cooperation was only applied to the most
favored nation (MFN) tariff, and had never reached a higher level of free
trade agreement.

Although RCEP is seen as a meaningful force promoting China-Japan econo-
mic and trade cooperation, others suggest that the same can be said regar-
ding the contribution of increasing China-Japan cooperation towards the
functioning of RCEP. Xu Mei, Researcher at the Institute of Japanese Studies
of Chinese Academy of Social Sciences, gives the Sino-Japanese economic
andtrade cooperationamuchmoreimportantsignificance:itisnotonlyinthe
fundamental interests of both countries, but also in line with the real deve-
lopment needs of the Asia-Pacific region.“ In her words, the two countries
shoulder the weight of the new era ([BHa At BIAIE(E) to jointly promote
the implementation of RCEP, consolidate regional economic integration,
and work together to promote the construction of an Asia-Pacific Free Trade
Area, which is not only the need for China and Japan's own industrial upgra-
ding and economic development, but also the need for regional stability and
prosperity. It is worth to note here that her use of the term Asia-Pacific is
implicitely in opposition with the Indo-Pacific Economic Framework created
by the United States and Japan to build technological superiority and supply
chain security at the exclusion of, and very much against China.

44, Xu Mei, "50th anniversary of the normalization of
diplomatic relations! What new opportunities will
China-Japan economic and trade cooperation welcome?
(FBREFUS0EE! hREEAIEDRMLHIIE?)",
People's Tribune, May 20, 2022, https://archive.ph/
CqgkyS

Xu is not the only one elevating the
strategic importance of China-Ja-
pan economic and trade relations.
Li Qingru, Associate Researcher

Chinese narratives often
describe China as an
opportunity provider, and

at the Institute of Japanese Stu-
dies of Chinese Academy of Social
Sciences, notes that in an uncertain
context for the global economy, the
development of Sino-Japanese eco-
nomic and trade cooperation is cri-
tical for the stability of the regional
supply chain and steady economic
growth.“* Going further, Xu Mei even
compares the role of China and Japan in RCEP to the role of Germany and
France in the EU. She argues that an essential reason behind the develop-
ment of the EU from the initial "Coal and Steel Community"” to the present day
is the support and cooperation of two major European countries, Germany
and France. Likewise, without the active promotion of China and Japan, it
would be difficult for RCEP to reach and enter into force smoothly. Others,
such as Wu Shicun, bring the Republic of Korea into the picture, highligh-
ting that RCEP builds an important bridge to China-Japan-ROK cooperation
and injects new strong momentum, while the close cooperation of the three
countriesis also an important guarantee for the smooth progress of RCEP.

sometimes even gives
or tries to project the
impression that Japan
is doing itself a favor by
economically engaging
further with China.

A self-confident narrative regarding China's attractiveness

The confidence in the economic and trade relation between the two partly
comes from the belief of China's weight in Japan's economy. Chinese
narratives often describe China as an opportunity provider, and sometimes
even gives or tries to project the impression that Japan is doing itself a favor
by economically engaging further with China. For instance, Li Qingru argues
thatJapanis under great pressure to achieve economic recovery and growth
given the impact of the pandemic. In her view, given that the China-Japan
trade contributed to Japanese corporate revenue and corporate survival
and growth, Japan has no choice but to continue its economic cooperation

V1

45. LiQingru, "The characteristics and trends
of Sino-Japanese bilateral trade under
the coronavirus epidemic (B ET
AW R GRS 5#EE)", Japanese
Research, December 29, 2021, http://archive.
today/0G3Xg
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with China. In that respect, she notes that 63.5% of Japanese companies
in China achieved profitability in 2020, exceeding the numbers for similar
surveys conducted in other countries, such as the US (47.1%) and Germany
(50.2%), and significantly outperforming the average number (48%).

Xu Mei, whilerecognising the Japanese government's current efforttoincen-
tivise their companies to reduce their dependence on China as a production
base, reminds us of the attractiveness of China's conditions for manufactu-
ring. Sheunderlinesthat large-scaleindustrialrelocation takestime andalso
requires access to proper human resources, hardware facilities and policy
environment in the target place of transfer. She also stresses that whether
Japanese enterprises will follow the government’s intention depends on
their own development needs and interest trade-offs. She concludes that
Japanese enterprises are likely to choose to maintain their business in
China because the yield of Japanese enterprises in China is relatively
high and because of China’s excellent economic recovery performance. It
remains to be seen whether such assessments stand the test of time.

Inaddition, Wang Yiargues that“China has accelerated the fostering of a new
development paradigm featuring dual circulations. That will provide more
opportunities for Japan and the world". ¢ Interestingly, Li Qingru even states
that in the context of intensifying strategic competition between China and
the US, strengthening Sino-Japanese trade ties will be beneficial to Japanin
maintaining economic relations with its largest trading partner, China.*’ This
view is echoed by Hu Lingyuan, Director of the Center for Japanese Studies at
Fudan University. He believes that if Japan can play a coordinating role in the
US-China conflict, it will not only soothe and dissipate the security dilemma
plaguing China and Japan, but also help build strategic mutual trust.“¢ But Li
does not hide her view of the endgame of China-Japan cooperation, which
will result in China taking in Japan as part of China's "dual circulation XXf&
I" and favoring the expansion of Chinese enterprises’international market.

Another view comes from Wu Haizhong, who notes that since the Covid-19
pandemic has not significantly disrupted China-Japan trade, Japan may
have concluded that China cannot afford to break ties with Japan because it
is challenged by the escalation of Sino-US competition. This creates leve-
rage for Japan in dealing with China. Therefore, while China's confidence is
derived from the belief that Japan is dependent on China, Japan might have
the opposite judgement, that it has maneuvering space because China needs
Japan. This analysis puts China's self-confident narrative into question.

Beyond the economy

But is bilateral cooperation only about economic and trade? According to
Zhou Mingwei, Sino-Japanese cooperation must be upgraded to a new level
and seek deepening in areas such as virology and vaccines, cybercrime,
energy crisis, and new technologies.

On paper, mutual interests exist. But

On paper, mutual in reality, cooperation faces political

46."Wang Yi Holds Virtual Meeting with Japanese Foreign
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Minister Yoshimasa Hayashi", Ministry of Foreign Affairs
of the People’s Republic of China, May 18, 2022, https://
archive.ph/4ZDgu

. LiQingru, “The characteristics and trends of Sino-

Japanese bilateral trade under the coronavirus
epidemic (MIBEETHAWNLE SR 5HEE)",
Japanese Research, December 29, 2021, http://archive.
today/0G3Xg

."Chinese and Japanese experts fierily discuss Sino-

Japanese relations, calling for the elimination of
interferences,for the strengthening of cooperation and
for the intensification of exchanges (F B &R il H
HXAFIFHBR T MR EIE. §A3H)", China
Internet Information Center, October 26, 2021, https://
archive.ph/9zIH9

interests exist. Butin
reality, cooperation faces
political obstacles.

obstacles. According to Deng Meiwei
and Zhang Jifeng, both affiliated with
the Institute of Japan Studies of the
Chinese Academy of Social Sciences,
2022 is also an important window
period for improving and promoting Sino-Japanese science and technology
cooperation.“ They note that Japan is the main source of technology import

49. Deng Meiwei, Zhang Jifeng, "Sino-Japanese Science and
Technology Cooperation: Evolution, New Challenges
and Solutions (R B R & 1E: HEHIE. Hki SHR
B&1%)", Contemporary Economy of Japan, June 01,2022,
https://archive.ph/h8rsL
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for China (HZAZHE#HAS|#HAEZERIEE). China's import dependence
on Japan is high in intermediate products such as chemical materials and
pharmaceuticals, semiconductor parts and manufacturing equipment,
machine tools and industrial robots, and scientific and optical equipment.
In the field of high-tech and medium-high technology products, Japan's
exports to China account for more than 20% of its total exports, reflecting
both China's demand dependence on Japanese technology and the existence
of Japan's export dependence on the Chinese market. The use of the terms
“source of technology import” is a perfect mirror image of the discussion in
Japan, Europe, the US and other technologically advanced countries regar-
ding the risks of forced technology transfer to China.

However, while trying to paint the prospect of technology cooperation posi-
tively, Chinese experts also acknowledge that there are few official flagship
cooperation projects between Chinaand Japanin the field of strategic emer-
gingindustries. Instead, cooperation between official Chinese and Japanese
institutions have mostly revolved around urban environment, energy, biology
and other fields in recent years. They blame “Japan’s constant exaggeration
(BZARTREES)" of the threat of China's science and technology power, as
well as military power, which sets up political barriers to cooperation in cut-
ting-edge science and technology between the two sides. As a result, the
cooperation only stays at the phase of intention agreement, and hardly ends
with concretely advances (FHfHXSEMEEEE BN ER, KX
PLHEH). They conclude that cooperation in the field of addressing climate
change and carbon neutrality is the most feasible one, given the prominent
common interests, and because the field is less subject to political interfe-
rence.

Tosumup, Chinese experts have a hard time being precise rather than hope-
ful when looking beyond bilateral
tensions to create a more positive
picture of China-Japan relations.
Trade matters strategically, but
the language and tone used while
describing the positive aspects of
China-Japan relations give an arti-

time being precise rather

beyond bilateral tensions

than hopeful when looking

ficial impression. A more accurate
capture of the relationship comes
from Yang Bojiang, who suggests

to create a more positive
picture of China-Japan
relations.

that dramatic ups and downs are set

to be the norm when characterizing

the bilateral relationship as defined by «long-term turmoil, and fluctuations
as the new normal (FH#eHIKL FEIEZ{L)».%° Hence, Chinese talks on
the warming up of the China-Japan relations (FF H % & EIZ) will continue,
but the posibility of an abrupt downturn should certainly not be dismissed.

Chinese experts have a hard

50. Yang Bojiang, “Two Variable Factors in Sino-Japanese
Relations (F A X RHIE AL EREFR)", Aisixiang, April
07,2022, https://archive.ph/ipo31
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ABOUT THE PROGRAM

Institut Montaigne's Asia Program conducts
policy analysis and advocacy work on Asia.
Trends taking place in Asia are directly affec-
ting European interests on a wide range of
issues, from the future of global governance
to the changing architecture of international
trade, from climate change to the multilateral
arms control agenda and our capacity to shape
the international security environment. At the
same time, public policy debates in France and
in Europe on innovation, industrial and com-
petition policies need to be nurtured by an un-
derstanding of China and Asia.
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