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Japan, like all industrialized nations in our increasingly interdependent world,
trades and invests abroad. However, unlike Western industrial nations, Ja-
pan's role in the international community has been defined almost entirely in
terms of these transactions. As Japan's postwar economic power has increased,
so have the number of competing views on the sources of Japan's economic
prosperity and the definition of Japan's postwar international role?

An investigation into Japan's prosperity and purpose reveals that the two
are inseparable: Japan's prosperity is its purpose. Japan's leadership has his-
torically considered prosperity-industrialization and economic strength-
as the only way their small and resource-poor country could provide for its
security in a dangerous world of Western industrialized nations far more pow-
erful than itself. For over 125 years, Japan has striven to grow economically
more powerful, first to evade the imperialist grasp of the Great Powers estab-
lishing colonies and securing markets and resources in Asia; then to become
an imperial power, establishing its own colonies in the region; then to rebuild
and prosper after the war.

From the attempted occupation of Taiwan in 1874 to the conclusion of World
War 11,2 Japanese economic growth had been fueled by a gradual arms build-
up (with defense expenditures peaking at 38 percent of the 1938-1942 govern-
ment budget3 ) and by colonial expansion in East Asia. After World War 11,
Japan, under U.S. protection and yet contrary to American designs that Japan
re-arm to stand against Communist expansion in Asia, renounced the tradi-
tional offensive and power-projection elements of national defense. Japan's
governing elite committed both the country's resources and its people to eco-
nomic growth by promoting a paternalistic relationship between corporations
and their employees and by socialization through a highly regimented educa-
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tion system (where young Japanese learn jishuku, or self-restraint, and more
importantly messhi hoko, self-sacrifice for the sake of the group). Within the
Cold War's bipolar dynamic and under the American-imposed peace consti-
tution, Japan remained relatively disengaged from world political affairs.

What characterizes Japan as a merchant state? More than any other factor,
it is Japan's choice of economics and economic measures to define not only
Japanese foreign relations, but also Japan's national identity and, to a surpris-
ing degree, the identity of the Japanese people themselves. Political scientist
Kosaka Masataka4 is among those who have portrayed Japan as a merchant
state, a perspective he says is widely accepted in the mainstream of the Japa-
nese political, bureaucratic and business elite: "A trading nation does not go
to war. Neither does it make supreme efforts to bring peace. It simply takes
advantage of international relations created by stronger nations. This can be
also said of our economic activities."5

To Western observers, this world view is unsettling. Without an ideology,
how does Japan define itself? As a nation, what does it believe in? To what
purpose will it apply its economic power and technological advantage? Those
who feel that Japan is a threat see "the Japanese economy orchestrated by
faceless bureaucrats, politicians and managers aiming at world domination
through the relentless pursuit of market share abroad and the effective do-
sure of the market at home."6 Others see Japan as the first of an evolving
form of powerful, progressive new states, the civilian superpower, which rely
on persuasion rather than coercion, trade and market share rather than mili-
tary force and territorial expansion.7

The H-istorical Preeminence of Economics in Japan

Japan is a "geological freak," with almost none of the natural resources
necessary for an industrial economy.8 Only 13 percent of Japan's territory can
support agriculture, and, due to the country's small size, this is not sufficient
to satisfy food requirements. Food scarcity is therefore the most fundamental
reason for Japan's dependence on trade.9 Japan is also largely dependent on
imported factors of production, including energy. For every pound of product
exported, several more pounds of raw materials must be imported. An ex-
port-oriented growth strategy favoring producers over consumers has only
increased this dependence on trade: a significant portion of the consumer elec-
tronics, vehicles and other products made in Japan today bring no wealth to
the country unless they are sold abroad. Again, Japan's basic poverty on the
one hand and its large population and voracious economy on the other re-
quire that, more than most nations, Japan must trade. 0

Given the imperialist era in which the Western powers encountered Japan,
the islands' weakness and vulnerability left the leadership with a clear choice
of either coming under the influence of one of the industrial Great Powers-
Britain, France, Russia, the United States" -prowling about East Asia at the
time, or undertaking a radical transformation of the nation's economy to gen-
erate the power to remain independent. Painfully aware of the Opium War
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between England and China, Japan chose to industrialize and, from a position
of rapidly growing industrial and military strength, to negotiate incremental-
ly more favorable treaties with the Great Powers.12 It is clear that from the
earliest stages of Japan's evolution into a modem state, its national security
was predicated on economic strength.

Indeed, by the late 1800s Japan had developed, following the British mod-
el, an extensive light industrial infrastructure supporting a textile and a ship-
ping industry. The first iron and steel works opened in 1901. Social
infrastructure was also well developed: the Education Code of 1872, based on
Western vocational models, led to the designation of eight educational re-
gions, each of which was to have one university, 32 secondary schools, and
210 primary schools, where all children 6 years and older were to begin their
education. By 1895, 60 percent of all children attended primary school; by
1900, enrollment was an astonishing 90 percent. 3

Between 1885-1940, the Japanese economy grew at an average annual rate
of over 3 percent, outpacing all Western nations except the United States: "Dur-
ing this period, the Japanese economy was walking a path of self-sustained
industrialization, leaving behind the stage of developing nation with primi-
tive [capital] accumulation through agriculture." 14 Author K.K. Kawakami
wrote in Mhat Japan Thinks (1921) that Japan should dedicate the energies of
its increasingly centralized and authoritarian state to build up capital for in-
dustrial development, establish a hegemony over Asia, and become strong
enough to remain independent in the face of Western imperialism:

It is necessary for the whole nation to become united to be mobi-
lized for the purposes of expansion.... The wealth of the people
must be utilized also in a nationalistic spirit Every individual's
capital essentially forms part of the State's capital: private owner-
ship can only exist in the interests of the public good.... The indi-
vidual should not work actuated by selfishness, but, as a member
of the State, must always look to its general interest. No strife be-
tween capital and labor ought to take place in Japan.... Let all the
people participate in the business of promoting national develop-
ment; let them cooperate and serve their beloved Emperor. 15

Totalitarian in tone, this message represents Japan's principal interest at
the time-economic strength. Given the contemporary importance of under-
standing Japanese economic policy and purpose, it is necessary for us to put
aside considerations of the militaristic ambitions of the state at the time and
focus instead on the consistent primacy of economics, especially industrializa-
tion and trade. Japan's ambassador to the United States, Hiroshi Saito, wrote
in Japan's Policies and Purposes (1935):

It is true that Japan has taken great strides in her trade expansion
during the past few years. The causes are ascribable to a great ex-
tent to the energy, ingenuity and enterprise of her people. But to
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say these qualities were innate in the people, would somewhat make
a virtue of necessity. The land is small, the natural resources are
exiguous, and the population large. The Japanese have to work very
hard indeed If they are to make a decent living at all.16

Again, Ambassador Saito:

We are a nation of 65 millions of people, which is about half the
size in population of the United States. But in territory Japan Prop-
er is no larger than your state of California.... We have therefore a
problem of subsistence such as the American people have not. This
we are solving by industrialization.17

In contrast with the United States, where a liberal, market-based economy
has long been associated with democratic political ideals, industrialization for
Japan's modernizing elite was not seen as a question of beliefs and ideology;
it was, in the context of the European colonial threat, perhaps the only way to
protect the nation. "France, England and the United States had all undergone
revolutions or upheavals that shattered the old aristocracy. Japan, on the oth-
er hand, experienced its industrial revolution as a conscious decision of its
own aristocracy; indeed, industrialism arrived in Japan via the aristocracy."'

Postwar Reconstruction: The Modem Merchant State Emerges

After World War II, Japanese leaders did not clear away the rubble and
decide for the first time to industrialize the nation, as the over-used and inac-
curate phrase "Japanese economic miracle" suggests. Japan's postwar economic
policy was largely a continuation of its prewar policy, minus territorial ex-
pansion. Tremendous war damage set the stage for thorough modernization
during reconstruction, while widespread frustration over deprivation during
the war became fuel in the forge of industrialization.

Between 1937 and the end of the war, approximately 2.3 million Japanese
died, and over 4.5 million were wounded in battle.'9 Ninety cities were
bombed, 20 of which were more than half destroyed. Over 800,000 non-com-
batants were killed or wounded. Two-and-a-half million houses were totally
or partially destroyed, leaving millions of people homeless and without any
possessions. Before the war, Tokyo's population was nearly 7 million; after
the war just under 3 million remained." Basic human needs could not be
met.

During the war years, first the best rice and then almost all rice was shipped
overseas to the soldiers, leaving many civilians foraging for food. Some ate
rats, grass soup and insects.21 "Of all scarcities during the period immediately
following defeat, food was the most desperate.... Hunger was one of the
commonest (and longest remembered) experiences of the Japanese people
during the war years and in the period immediately following."I Hunger
transformed the Japanese into a "nation of barterers and grovelers. Survival-
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the elemental task of finding food and shelter-was what mattered. The win-
ter of 1945 and 1946 was an excruciating, soul-searing experience, and even
today Japanese who remember accompany their accounts of it with shudders
and grimaces of remembered pain."23

Japan's population had been strictly controlled in the decades leading up
to this defeat. Japanese militarist-visionary Ishiwara Kanji, teacher of military
history at the Staff College, articulated in the late 1920s a mission for Japan
that became popular enough with the military and ruling elite as to gain an
unstoppable momentum. He called for government regimentation of the pop-
ulation and economy to suppress opposition and
support armaments production. 4 (The military
at the time controlled the civilian government
and the cabinet, was responsible only to the
Emperor, and did not have to consult with ci-
vilian members on military operations. The mil-
itary could therefore commit the country to any
course of action.5) The Japanese state, Ishiwara
argued, should be disciplined and purified,
forged into a "fit instrument to carry out Japan's
'Asia' mission." This Asia mission was a radi-
cal gamble to put the military-patriots and shi-
shi, "men of spirit" -in the position of guarding
the kokutai, the mystical nation-family; exploit-
ing and then "championing" Asia; then, through
an imagined succession of victories against Chi-
na, Britain, Russia and finally the United States,
securing forever the high moral values of Kodo,
the Imperial Way.2 6

For the average Japanese, there was little
choice but to toil in service to the state, faithful-
ly (though largely in ignorance and under the
constraints of a police-state) supporting the
elite's delusional ambitions. With defeat and

Yoshida's
emphasis on
economic
growth and
dependence on
the U.S. for
security are two
characteristics of
Japanese foreign
policy that
distinguish Japan
as a merchant
state today.

occupation by Allied forces, Japan experienced a profound and dizzyingly
rapid social, political and economic decompression. The force of this decom-
pression was channeled into economic reconstruction and found expression
as a renewed hunger for prosperity and economic security.? This rank-and-
file hunger mentality coincided with the elite's new national mission-to make
Japan a great economic power.

Leading conservative statesman Yoshida Shigeru, prime minister during
seven of Japan's formative postwar years (1946-1947 and 1948-1954), believed
that disputes between the Allies over the postwar settlement with Japan could
be used to Japan's advantage. 8 "Losers at war could be winners at peace."29

Through creative diplomacy, Yoshida sought to direct Allied-imposed post-
war reforms away from social and political reform toward economic develop-
ment. Yoshida's emphasis on economic growth and dependence on the United
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States for security are two characteristics of Japanese foreign policy that con-
tinue to distinguish Japan as a merchant state today.

"It seemed obvious to Yoshida, and he in turn persistently tried to make it
obvious to the Supreme Command for the Allied Powers (SCAP), that if re-
forms were to be effected, Japan had first to be rehabilitated, but if Japan was
to be economically rehabilitated, then the sweeping [social and governmental]
reforms would have to wait."30 Yoshida's emphasis on economic revitaliza-
tion was endorsed by SCAP financial adviser Joseph Dodge. Dodge, appoint-
ed by President Truman to assist Gen. Douglas MacArthur, was a staunch
free-market advocate. Dodge exhorted the Japanese people to prepare for hard
times and to work harder. In Japan, Dodge told reporters:

Any realistic view of the economic problems suggests a rough and
rocky road which will severely test the strength, character and loy-
alty of the people.... There seems to be astonishingly little compre-
hension among the Japanese people of the real situation in their
country. Nothing should have been expected as a result of the war
but a long term of hardship and self-denial.3'

As Cold War boundaries were drawn, the United States pressed Japan to
rearm. In what is widely considered Yoshida's most determined move, he
resisted this pressure from Washington. If Japan didn't dedicate itself to eco-
nomic revitalization, he explained, then the growing Communist movement
would feed on popular frustration with the slow recovery and could threaten
reforms. Gradually, the United States came to believe that a prosperous, un-
armed Japan was in the American national interest.

Given war debts and the lack of natural resources, Japan would clearly
need to begin trading again. This passage from the Economic Planning Agen-
cy report of 1957 demonstrates Japanese official thought at the time: "It is not
exaggerating to say that the key to a stable growth of the economy-the goal
of the long-range plan-lies in a trade program."32 The report said, "In order
to accomplish the plan's 6.5 percent rate of economic growth, it is necessary to
increase exports by 82 percent up to fiscal 1962.... This means that Japan must
increase her exports at the rate of more than double that of other countries in
the world up to fiscal 1962."1

Free from costly defense expenditures and maintenance of overseas territo-
ries, Japan could retool the defense industrial sector to support this massive
increase in exports. Many of today's largest Japanese companies, such as
Matsushita, Mitsubishi, Mitsui, Sumitomo and Toyota benefited from the pre-
war arms buildup; Nissan had more automobile manufacturing plants in
Manchukuo, Japanese-dominated China, than in Japan at the time. 4 It was
around this time that Japan developed its policy of separating politics from
economics. The benefits of trade unencumbered by political ideology became
apparent when the United States, after the successful Communist revolution
in China, chose to recognize the Nationalist government in Taiwan. Although
Japan preferred to maintain commercial relations with the mainland, as a weak
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and recovering client state, Japan was not in a position to challenge the Unit-
ed States, and therefore followed U.S. policy. However, Japan later declared
that its reconstruction would benefit from reestablishing trade relations with
the People's Republic of China and submitted to the U.S. Congress a state-
ment guaranteeing that Japan had no intention of forming any bilateral polit-
ical relations with the Communist country:

China was part of an opposing bloc, while Japan had already rec-
ognized Taiwan.... Realizing a solution to the problem of recogniz-
ing either China or Taiwan would not be forthcoming, [Japan]
decided to increase trade with China and separate politics from
economics.

Today, Japan's foreign policy remains free for the most part of ideological
constraints or messages. Markets are markets, resources are resources, expan-
sion is security.

Economics and National Identity

Japan's postwar economic development is called a miracle because of the
great speed with which it occurred. The energy and commitment of the Japa-
nese leadership and people to this new national mission accounts for Japan's
rapid growth more than did the substantial foreign financial and technical
assistance it received. During the reconstruction years, Japan adopted eco-
nomic rationalism as an ideology and turned to economic success as the mea-
sure of the nation's collective self-worth. This economic calculus of identity is
today the domestic, that is to say the sociological, foundation upon which
Japan participates in the international system.

Certainly, the war's destructiveness left Japan with no option but to re-
build-conditions could only improve, the economy could only grow. Kosaka
Masataka summed up the postwar boom as follows:

Popular enthusiasm for the [U.S.] reforms was optimistic and rath-
er light-hearted.... Japan's defeat in the Pacific War had shattered
ancient convictions and beliefs .... The people were more than ready
for change. It was thus that the optimistic, rather frivolous Japan of
the postwar period was born.36

Popular misgivings about Japan's prewar purpose and the overnight de-
motion of the revered Emperor (previously seen only in photographs wearing
an imposing imperial regalia of medals, sword and sash), from martial Shinto
deity to the out-and-about (and simply white-suited) symbol of a new consti-
tutional democracy created confusion in the Japanese spirit. Encouraged by
the United States through SCAP, and Japan's leadership through Yoshida, the
Japanese people turned to industrialization, economic growth and trade as
the national purpose. The act of rebuilding consumed the country. It became
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part of the Japanese self-identity. Unlike the prewar era, the mission to indus-
trialize was not a collateral strategy of imperialist expansion in Asia. The U.S.-
imposed peace constitution and the constraining bipolar Cold War dynamic
meant that industrialization and economic expansion were the only channels
remaining for Japan to achieve security, gain influence, and earn recognition.
No longer looking for colonies in Asia, Japan's search for markets became
global.

Ishihara Shintaro, outspoken conservative politician and author of the con-
troversial book The Japan That Can Say No, while perhaps not representative of
mainstream Japanese thought, has expressed concern about the primacy of
economics in the Japanese sense of self. This concern is corroborated to an
extent by more mainstream opinion leaders such as political scientists Kosaka
Masataka and Nagai Yonosuke.37 Ishihara explains that Japan's postwar ex-
istence has been defined almost entirely by economic measures and by Ja-
pan's participation in the international economy:

The core [of the Japanese] outlook is an unqualified belief in the
absolute effectiveness of economic rationality.... The economy and
participation in the economy become an unbreakable bond joining
public, private or official and personal.... Participation in it is the
way the individual takes his rightful place in society. That, in min-
iature, is the politics and diplomacy of Japan, and that is what it
has been for more than a hundred years.m

Ishihara describes Japanese foreign policy as being market-driven. He lik-
ens sudden changes in Japan's relations with other states to the destruction of
factories that are not performing. "Our government unilaterally abandoned
Taiwan in favor of a more profitable relationship with China, and then desert-
ed Israel for oil-maneuvers exactly like the demolition of a factory that has
become obsolete. This kind of foreign relations is merely a means of plunder
to satisfy the hunger of the deprived."39 The governor of Kanagawa Prefec-
ture wrote despairingly about the economic focus of Japanese foreign policy:
"Although we talk about the era of internationalization, we look to the world
only in terms of what is good for Japan. What passes for international sense is
a roll of bank notes-'money talks.' 40 All nations pursue their national inter-
ests, but Japan's policies in particular have been criticized domestically and
internationally for lacking breadth and vision.

In 1982, the Industrial Structure Council, an advisory group to the Ministry
of International Trade and Industry, developed an economy-based security
policy for Japan, under the label "comprehensive security." The comprehen-
sive security policy suggested that Japan: (1) remove trade barriers, liberalize
financial institutions and strengthen the General Agreement on Trade and
Tariffs (GATT) to promote free trade; (2) focus on high technology as an en-
gine to boost the global economy; (3) invest more in cultural and educational
exchange programs; (4) work for greater North-South, East-West harmony as
a way of enhancing Japan's long-term security; (5) increase aid in agricultural
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technology as a way of securing imported food resources; (6) make "positive
contributions" to areas of importance to maritime trade, such as the Suez and
Panama canals and the Hormuz and Malacca straits; and (7) support private
business in generating and disseminating technology while facilitating struc-
tural adjustment in industry4 1 Although there is frequent debate in the Unit-
ed States over its national interest, this debate generally occurs within a
three-part paradigm: American foreign policy must promote the national de-
fense, an open-market economy, and the country's democratic heritage. Ja-
pans comprehensive security policy, in contrast, defines national interests
almost entirely in terms of economic growth, the stability of markets, and
access to resources.42

Economics and Individual Identity

Although Japan's initial industrialization was primarily an elite movement
to counter Western imperialism in Asia at the turn of the century, the Japa-
nese people appear to have accepted that ex-
panding trade was the key to postwar
reconstruction. Japan's transformation into a The Japanese
democratic merchant state could therefore be people appear
described as a popular movement-firmly di-
rected, though, by statesmen such as Yoshida. to have
Kosaka Masataka writes that the Japanese peo- accepted that
ple were "prepared to make further sacrifices
to develop their country's position in overseas expanding trade
markets. The energy with which the people at- was the key to
tacked this task startled the whole world."43

As the country debated, sometimes violent- postwar
ly, whether to enter into a security treaty with reconstruction.
the United States, economic policies such as
prime minister Ikeda Hayato's (1960-1964) "in-
come-doubling plan;' designed to give Japan an
annual 7 percent growth rate for 10 years, brought a "ray of sunshine into the
darkened hearts of the people, who had suffered through the confusions cre-
ated by the anti-security treaty demonstrations." 44 Under such government
initiatives, a citizen's place in and contribution to the new economy became
increasingly equated with self-worth.

Kosaka, however, points out the sacrifices Japanese have made to expand
their economy; Ishihara and others also emphasize the cost of this policy to
the working people. An example is the employee of a trading company who
works long hours to increase corporate profits by hoarding imported lumber,
thereby driving up the price, who cannot afford a home because companies
like his have made them too expensive. 4 Norma Field, in her book In the
Realm of a Dying Emperor: Japan at Century's End, remembers her aunt, who
despaired for her husband's deteriorating health, "What's the Japanese eco-
nomic miracle worth? Look at him, worn to a rag. And when they're through
with him, it'll just be that. They'll be through with him." 4
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Others have made the provocative and very appealing argument that the
reluctance of the Japanese government and people to come to terms with their
war guilt has complicated the calculus of identity.4 7 Under these circumstanc-
es, rational economics becomes more inviting than an unreliable and contest-
ed history for a number of social and governmental functions, such as providing
inspiration and legitimization. This Japanese worldview-a system of distort-
ed values where a difficult past is left unresolved and economic measures
come to mean more than self-determination or fulfillment-may appear to be
out of touch with reality. Shintaro and others have asserted that industrializa-
tion and catching up with the West were elevated to the status of national

ideology. 8 Although perhaps it could not have been otherwise, Japan has
caught up to the West and now finds itself despondent, looking inward at an
emptiness that remains nevertheless.

The Japanese Merchant State Today

Japan today is an economic superpower, and while its economic indicators
have been admired the world over, many people are uneasy about the larger
picture. Japan's economic power-its trade surplus, productive capacities and
financial assets -and its reluctance or inability to articulate a grand strategy
lead to apprehension: now that Japan has this capacity, what will it do with
it?

" [Japan] is fated to have to import resources to feed its domestic industries

and to export manufactured goods to pay for the imports." 49 This could be
said of any resource-poor country, but how many countries transform depen-
dence into power? Japan continues to be dependent-without resources, with-
out market access, without security treaties, Japan is once again a poor and
vulnerable nation. Yet, apparently free of an ideological heritage and with
comparatively little leadership ambition, the modern merchant state Japan has
flourished, quietly bowing into new markets and selling more and more con-
sumer goods. It is worth pausing here, however, to note there are historical
precedents.

The policy of old Venice-outfitting every crusade but never going
on one, maintaining the best commercial intelligence service in the
Mediterranean, avoiding ideological and religious fanaticism-was
much closer to the intellectual ethos of postwar Japan than it was
to that of the military powerful Great Britain in the heyday of Queen
Victoria.5 0

Since publication of the book The Rise of the Trading State: Commerce and
Conquest by Richard Rosecrance in 1986, political scientists and economists
have increasingly suggested that a fundamental shift in the nature of power
itself and the role of the state is occurring, and that Japan is a prototype of the

maritime civilian powers which, while less significant as states in the West-
phalian territorial-military sense, will become increasingly important in the
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world economy, and therefore increasingly powerful. Many states-in Asia,
Europe and Latin America-are now recognized as participating profitably in
the international system in much the same way as Japan, through trade-based
interdependence.

The returns, as Japan, Korea, Taiwan, Hong Kong, the Association
of Southeast Asian Nations (Singapore, Malaysia, Thailand, Philip-
pines, Indonesia, and Brunei), Brazil, Mexico, China, India, and
others have demonstrated, can be incredibly high. Small European
nations, like Switzerland, Belgium, Holland, Austria, Denmark,
Norway, and Sweden, have also grown dramatically as their for-
eign trade has risen as a fraction of the gross national product. The
vigor of such growth resembles that of late medieval and early
modem city-states which, like Venice, Genoa, the Dutch Republic,
and the members of the Hanseatic League, were dependent on trade
for food, raw materials and markets and yet prospered in conse-
quence of that dependence.1

Chalmers Johnson has written that since 1945, two types of states have been
evolving: the Westphalian territorial state, which goes back to the time of King
Louis XIV, and the oceanic or trading state, which is the legacy of British
trading policy in the 1850s and which is today organized around the Atlantic
and Pacific basins 5 2 As a non-military state, Japan, devastated during the war,
has been more successful today securing by trade the resources that it aimed
to capture by military force in the 1930s and 1940s.

Perceptions

Of course there is the legacy of the Pacific War, but it is also as a result of
Japan's singular emphasis on trade that Japan's diplomacy has been weak
and Japan's popularity never high. Nagai Yonosuke's observations on Japa-
nese diplomacy reflect an embarrassed desperation: "Japanese diplomacy has
no unified, long-range aspect which could be called 'national interest' or 'pol-
icy.' Japan merely has a sheaf of 'interests' in the form of commercial rela-
tions, foreign investment, foreign assets, exchange of technical information
and persons, foreign aid, which are loosely organized around a vague com-
mitment to the 'Free World."' 53 Western observers regularly make similar
observations about Japan today-in journals and newspapers, scholars and
analysts dissect the politics and purpose of Japan, searching for a plan or
strategy whose explanatory power would enable outsiders first to understand
Japan's priorities, and second to get an idea of how far Japan will go to achieve
them.

Many Japanese are also concerned about the suspicion created, and the
damage done to Japan's international image, by the lack of person-to-person
interaction between Japanese and the people with whom Japan trades:

Communication is blocked while waves of Japanese products inun-
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date the world .... After 20 years of 'silent trade' a rather large
share of the world's dollars have accumulated in Japan and the
Japanese continue to make radios with broad grins on their faces.
From the foreigner's point of view, what is going on? Is it some
sort of huge conspiracy, impossible to detect from the outside, that
is in progress within the confines of that small island country? The
Japanese are a weird and creepy lot-you never know what they
are up to . . .4

Political economist Robert Gilpin describes Japan as practicing "industrial
preemption," the policy of protecting its domestic market so that the growth
of demand for a product enables a domestic firm to achieve economies of
scale before competing in international trade:

This tactic of 'import protection for export promotion' has been
practiced most systematically by Japan .... In preventing imports
or direct investment by foreign firms, the Japanese ... enable their
own corporations to reap a significant share of the benefits and
'value-added' of foreign innovations. 'Industrial preemption' thus
causes intense negative reactions in the United States and other
economies55

Japan's continued use of industrial preemption in trade and, under the leg-
acy of the Yoshida doctrine, its relatively passive, self-serving role in the world
system have contributed to Japan's economic power. However, if Japan were
to be a leader in a new era of peace, prosperity and civilian powers, then
Japan must go beyond economics in investing in the international community.
It must not, as one Japanese observer commented, continue to "think locally
and act globally."56

Studying Japan as a modern merchant state reveals on the one hand that
the key to the success of such trading states lies in its ability to convert pover-
ty into power through economic interdependence, and reveals on the other
hand that the economic unilateralism and international ambivalence deeply
rooted in what could be described as Japan's contemporary world-view might
in the long run undermine its hard-earned, trade-based economic success and
security.

Conclusion

Japan's historical focus on industrialization and subsequent rapid transfor-
mation into a modern merchant state stem from the leadership's search for
security. Having adopted Western utilitarian rationalist thought during the
Meiji era, Japan chose a distinctly different developmental course than its con-
tinental neighbors, including most notably China. Japan is not Asian and it is
not Western. Japanese say, "Japan is Japan." Indeed, it is this singularity that
continues to draw political scientists and economists into the study of Japan's
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power and purpose. Considering the Japanese government's relative ambiva-
lence in the realm of foreign affairs, Japan seems to have succumbed to the
temptation of complacency. To others, however, Japan represents the promise
of a gentler tomorrow, when wars are few and the civilian trading state pur-
sues its national interest with win-win rationality.

Because societies have become so interdependent and because their com-
plexity makes them more vulnerable to disruption, the logical means for ad-
vancing national interest is now trade. Japan is clearly enjoying the benefits of
its trade strategy, which has brought the nation the wealth it once sought
through military means.5

Here, then, is a look at Japan's problems and its promise.

Problems

As the United States adjusts to a more re-
stricted, less unilateral role in world affairs,
Great Powers such as Japan find themselves Japan's industrial
being called on to fill a vacuum. Japan has tra-
ditionally filled the vacuum with money, for base and its
example, financing gaps in American foreign competitiveness
aid, American military protection (paying for
U.S. bases in Japan), and the operations of mul- are its sources of
tilateral organizations. Will Japan offer some- security.
thing that transcends its wealth and imparts a
sense of Japaneseness and Japan's stake in the
world?

Japan's trade practices are not simply the result of private firms expanding
their markets. As a merchant state, Japan's foreign economic policy-its for-
eign policy-is the result of the state's emphasis on economic strength as a
form of national security, as apparent in Japan's history and its comprehen-
sive security policy. Countries such as the United States, which maintain po-
litically contentious trade deficits with Japan and try, sector by sector, to
negotiate sales and increased market share, apparently do not realize the ex-
tent to which Japan's trade practices, such ts the industrial preemption Gilpin
discusses, are forms of national defense. Japan's industrial base and its com-
petitiveness are its sources of security.

Some also may say that Japan, under longstanding security agreements with
the United States, should not feel insecure. But, what nation can realistically
plan on indefinite protection by another state? The United States, until the
recent threat of a North Korean nuclear program and, later, provocative North
Korean incursions into South Korea, was preparing to reduce forces in the
Asia-Pacific region. For realistic national security reasons and for the sake of
its political maturity, Japan must of course consider its long-term defense
without the United States.

Despite the centrality of economics in the postwar, especially post-Cold
War, policymaking of all leading nations, and despite the apparently genuine
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faith in heiwashugi, "peace-ism," of many Japanese today, the reality is that
whatever license to lead and shape world events Japan had earned through
hard work and its impressive economic growth has expired on the shelf, frit-
tered away by the internationally ambivalent Japanese governing elite5 8 One
possible result will be that it becomes much more likely that circumstances
will arise requiring Japan to develop a true warfighting capacity. Neither the
Japanese people nor Japan's neighbors are ready for that.5 9 This brings us
back to Japan's dependence on U.S. protection, which, though it will continue
for the foreseeable future, cannot be guaranteed indefinitely.

Japan participates in international trade regimes created and supported by
the United States historically at an opportunity cost to the American people.

Japan's
participation in

the international
system is

characterized by
the momentum

of amae, a
continuing

appeal to others
for indulgence.

Of course liberal trade regimes such as the
GATT and now the World Trade Organization
(WTO) benefit U.S. multinationals, but they also
benefit all other international firms. The liberal
trade regime enables the United States to expand
markets, trading far and wide, but it also en-
abled Europe to rebuild after World War II, Ja-
pan to become a powerful trading state, and
newly industrialized countries such as Argenti-
na, Brazil, Korea, and Singapore to continue to
convert economic interdependence into prosper-
ity.

The perceived hypocrisy of Japan's perceived
protectionism at home-structural and non-tar-
iff trade barriers included-undermines its in-
ternational image and the viability of its
comprehensive security policy, therefore threat-
ening Japan's survival as a peaceful merchant
state. America's commitment to democracy and

free market capitalism may not be consistent, but it does not solely benefit the
United States either-U.S. foreign policy has, since the Revolutionary War,
been shaped by the struggle between realism and the nation's very real ideal-
ism. Values of universal application-if not universal implementation-for ex-
ample democracy and human rights, have been the ideological parameters of
U.S. foreign policy. And Japan? The merchant state, during its developmental
phase (from the end of World War II through the early 1970s), very reason-
ably put economics before anything else. Today, however, Japan's participa-
tion in the international system is characterized by the momentum of aniae, a
continuing appeal to others for indulgence.

Furthermore, as mentioned above, Japan needs to demonstrate, even at a
cost to its own profits, a commitment to mutually beneficial international trade
regimes, such as GATT and the WTO, from which it has benefited and to
which it professes support.

Until now, Japan has never been required to bear responsibility for
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the smooth development of the world economy or the maintenance
of free trade. It has never considered, from a position of strength,
the difficult problems of maintaining a balance of mutual advan-
tage in economic exchange.... However, Japan has been content to
protect its own industry while extending its foreign trade wherev-
er possible through the use of the free trade principle, ignoring the
basic requirement of mutual gain through trade.60

Just as the international community grasps for a handle on Japan, it seems
that the Japanese themselves are also in need of a more fulfilling sense of self
and more meaningful measure of self-worth than economic success. Although
this success has laid solid foundations for the future, it is unlikely to provide
in itself the answers to questions of identity and national purpose. Japan will
have to exorcise the poltergeists of its past by dealing in good faith with its
war legacy,61 then define itself at home before it can define its interests to the
world in terms more meaningful than transactions.

Promise

Japan's promise lies in its potential as an advocate for peaceful and respon-
sible economic interdependence. As medium-sized firms, like the large multi-
nationals before them, find that substantial profits can be made abroad, and
as multinational firms globalize production, countries will become increasing-
Iy interdependent The contractual web underpinning this interdependence at
once creates rational, market-driven win-win incentives to coordinate domes-
tic policies, such as the regulation of capital markets. And, of course, bilateral,
sector-specific trade friction (your country is selling too many cars in my coun-
try, I can't sell enough microprocessors in yours) is far less destructive than
war. By effectively contributing leadership to multinational regimes, Japan
can be a leading force for stability and, if it converts its economic strength
into a respectable political currency, an example of a new kind of civilian
power:

[T]he term 'power' no longer means what it used to: 'hard' power,
the ability to command others, is increasingly being replaced by
'soft' (persuasive) power. Neither Japan nor Germany, then, is about
to become a new superpower, for this role no longer exists in the
old sense.62

One observer has suggested that not only could Japan's type of power be-
come an example, but Japan's emphasis on stability, cohesion and continuity
throughout change could be an important contribution to the global
economy 3and to the emerging multilateral world order as well.

Japan's security lies in mutually beneficial interdependence, not in economic
nationalism. Consequently, the ideal national mission for Japan at century's
end may be to moderate not only its own, but any zero-sum tendencies in the
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international economy. Then Japan would become a politically more respect-
ed and, in such a world, a more secure, merchant state.
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