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« “Expanded East Asian Community”: PM Koizumi’s Singapore speech (2002)
« “Arc of Freedom and Prosperity”: FM Aso (2006-07)
« “East Asian Community”: PM Hatoyama (2009-10)

+ “Economic Diplomacy”: FM Maehara (2010-11)

*  “Network Diplomacy”: FM Genba (2011-)

« “Asia’s Security Diamond”: PM Abe (2012-)

=7 Prime Ministers , 12 Foreign Ministers, 14 Defense Ministers in past 10 yrs §

High prospects for a Abe Admin’s long-term governance

Describe by introducing a quadrant framework...
« China-In: bilateral approach + regional order with China (=engagement)
« China-Out: bilateral approach + regional order without China (= internal/external balancing)

« Strong U.S. Commitment: preference on more U.S. presence and strong U.S.-Japan alliance

«  Weak U.S. Commitment: preference on less U.S. presence and weak U.S.-Japan alliance




Strong U.S. Commitment

Arc of Freedom and
Prosperity (2006)

Asia’s Security

Resonant Diplomacy &
Diamond (2012)

(2007)

Japan-China Joint Statement

(2008.5) Network Diplomacy

(2011)

China-In

Hatoyama (DPJ) (2009.9)

China-Out

Great Earthquake/ Operation Tomodachi (2011.3-)
Senkaku Collision Incident (2010.9)

Hatoyama’s East
Asia Community
(2009)

Weak U.S. Commitment
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« Most reasonable explanation is, undoubtedly, the “Rise of China”. The rapid 4
change in the distribution of power brings about... Ty

« The United States: Uncontested Primacy to Contested Primacy

« Japan’s optimum policy mix between ‘deterrence’, ‘balancing’ and ‘integration’: but with
whom? > seeking for new partnerships

+ Case for ‘collective balancing’ against China? or Patient and constructive ‘community
building’ with China? > ‘Assertive China’ in 2010- has considerably weaken the latter.

* |In either case, Japan began to see ‘Emerqging Powers’ such as India, Russia and
Southeast Asia as crucial strategic partners to seek for a favorable balance of power in
Asia.

* In this context, Japan’s new FP towards the Asia-Pacific Region is driven by...
* Networking for Enhancing Regional Security

- Strategic Financing What will be the implication for
« Capacity Building Japan-Russia Relations?

« Before getting into substance...Are ‘Power Shift’ and ‘Power Transition’ really
happening? How serious to Japan?

o MR - o ——




In 2003, the Goldman Sachs said...

GDP
GDP BRICs Hav; t:;g;;;sie\?e:;hﬂn the €6 (2003 US$bn) The Largest Economies in 2050
(2003 US$bn) 50000
100,000
o000, WBRCS By 2040: 4000
‘ 5GH BRICS 40000
80,000 1 2025:BRICs  overtake
70,000 economies  the GB 35000 1
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50,000 -

40,000 - 20000

30,000 - 15000 -
20,000 10000 -
10,000 5000 -
0 0-
2000 2010 2020 2030 2040 2050 ch US I Jn Br Russ K Ger Fr I

G5 BRICs Model Projections. See text for details and assumptions. GS BRICs Model Projections. See text for details and as sumptions.
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The economic growth of BRICs/N-11 exceed the pace of Goldman Sachs Report in
2003 (GS, 2003). GS 2007 report has revised the timeline as follows:

7

(eg) China exceeds Japan in nominal GDP in 2016 = 2010 (6yrs)

China exceeds US in 2041->2027 (14yrs)

Whither Chinese Economy?: Most observed that Chinese economic growth rate hits

its peak around 2015 and it will gradually decline (soft-landing scenario). GS predicts
China’s real economic growth rate will decline from current 10% to 5% in 2020s, and
3.5% in 2040s. IMF and the World Bank estimate that China will maintain the 7%
growth until 2030s.

 The Policy Council of the Cabinet Office in Japan has estimated the composition
ratio of the world economy in 2030 as follows: China 23.9%, USA 17.0%, Japan 5.8%,
India 4.0%. In their estimate, they predict that potential growth rate of China will be

9.1% in 2010s and 7.9% in 2020s. Its estimate also predicts that China will exceed
USA in mid-2020.
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e |MF World Economic Outlook Database (IMF/WEO, April 2012) provides the settled GDP data \
(2005-2011) and the projection data (2012-2017) in USD constant price of 2011.

e

e Assumption A: High per capita GDP states: Japan, USA, Australia, and Singapore will maintain the
average nominal growth rate of (2012-2017) until 2020.

e Assumption B: High per capita GDP states’ 2020-2030 projection is based on the (GS,2007) data
that provides projection data of every 5 years (modified by the margins of error between GS2007
and IMF/WEF 2012%*).

e Assumption C: Emerging states: China, Korea and ASEAN5* (IMF definition of ASEANS includes

Indonesia, Malaysia, Thailand, Philippines and Vietnam) corresponds with the average growth rate
of (2012-2017) but adjusted to the rate (GS,2007) provides in every 5 years. For example, the

Chinese growth model calculus is shown below.
e Note: The 2017-2030 projection data of ASEANS is the average data of Indonesia, Philippines and

Vietnam since data of Thailand and Malaysia is not available in (GS,2007).
CHN Growth Model

GS modified ratio X
NO (2011-16) IMF/WEO 11.38%
N1 (2015-20) = NOx83.55% 9.51%

N2 (2020-25) =N1x88.55% 8.41%
SOUTCES }MF W)rld scgnamw OJ!!QQA Jl:uJ:ig ARTII=201S; N3 (2025-30) = N2x88.93% 7.48%




Unit: Bil USD(nominal)

FEEfE(MF) -

v v

¥

¥

v v

¥

b

JPN 457187 435%6.75  4356.35 4849.19 5035.14 ] ] 5869.47 5897.97 1 :
USA 1262295 13377.20 1402868 1429155  13938.93 15094.03  15684.75
CHN 2256.92 2711292 3494.24 4519.95 4990.53 139 \7,321.99  8,227.04
IND 808.67 908.47 115281 125137 1253.98 7.95 J 1824.83
KOR 844.87 95177 1049.24 931.41 1014.89 1155.87
AUS 732.10 771.97 945.60 1054.59 ( 1245.31
ASEANS 761.67 917.34 109325 1278.39 66.45 1578.45
SIN 125429 14575 177.58 185.638 221.382
ASEANG 887.10  1063.09  1270.83 1452.09 1805.83 2092.89
Taiwan 364.85 376.33 393.10 371.57 464.03
Russia 763.70 989.93  1299.7 1660.85 12226 1,850.40
Source: IMF World Economic Outlook Databases (2013)
/ US$ GDP \ / \ \

2006 USS bn|  Brazil China India Russia | Canada France Germany Italy  \Japan | us
2008 1,064 _2.682 9 982 1,260 2,194 2,851 1,809 _4_:%1_3_ E,SI 13,245
2010 1,346 :’ 4,667 % 1,371 1,389 2,366 3,083 1,914 l 4,604 E 2,546 14.535E
2015 1,720 V8,133 ] 1,900 1,900 1,549 2,577 3,326 2,072 ' 4,861 ] 283% | 15.194}
2020 2,194 “TZE30 2,848 2,904 1,700 2,813 3,919 2,224 ‘5,2‘23‘ 3,101 “Turg
2025 2,831 18,437 4,316 3,341 1,856 3,093 3,631 2,326 5,970 3,333 20,087
2030 3,720 253,610 6,683 4,265 2,061 3,306 3,761 2,391 5,814 3,995 22 817
2035 4,963 34,348 10,514 92,265 2,302 3,967 4,048 2,444 5,886 3,937 26,097
2040 6,631 43,022 16,510 6,320 2,969 3,892 4,388 2,539 6,042 4,344 29,823
2045 8,740 a7 310 25,278 7,420 2,849 4,227 4,714 2,737 6,300 4,744 33,904
2050 11,366 70,710 37,668 8,280 3,149 4,992 0,024 2,950 6,677 2,133 38,214

Source: Goldman Sachs (2007)




U.S., China Japan Nominal GDP (2010-2030 Projection)

45000,00 Unit: USD/billion Currency Rate as of 2012
38,562.5 AN
40000,00 , . —USA
/ —IND

35000,00

China will exceed the U.S. in 2024 ——Russia

and become World’s No.1 economy 29,2855 __jpN
30000,00
25000,00 22,945.1

—

10,166.6

R 15.864.8 India (2026) and Russla (2029)
gs will exceed Japan’ GDP
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Source: IMF World Economic Outlook Databases 2013(Modified)
Goldman Sachs Growth Model (2007) Applied



Nominal GDP of Asia-Pacific States (2010-2030 Projection)

Currency Rate as of 2012
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Source: IMF World Economic Outlook Databases 2011 (Modified)

ASEANS5 (IMF): Indonesia, Malaysia, Thailand, Philippines, Vietnam Goldman Sachs (2007)



Nominal GDP of Emerging States in East Asia

2010-2030 Projection
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Regional power transition with the significant

growth of ASEANS, India and Russia

IND>JPN(2027)

ASEANG6>JPN (2024)

In 2011, Japan was dominant
regional economic power but...

//‘:

RUS>JPN (2029) 4

F
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~—Russia
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Source: IMF World Economic Outlook Databases 2013 (Modified)
Goldman Sachs (2007)



GDP per capita (nominal) in Asia-Pacific 2010-2030 Projection
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United Nations World Population Prospects, the 2010 Revision



All Except US & MN.Korea
United States
China

Russia
United Kingdorm
France

Japan
Sermany
Italy

Zaudi Arabia
Zouth Korea
India
Australia
Brazil
Canada
Spain
Turkey
Israel
Metherlands
United Arab Emirates
Taivan
Sresce

Iran
Myannmar
Singapore
Foland
Sweden
Colombia
Morway

Chile
Belgium
Eavpt
Palistan
Denmark
Indonesia
Switzerland

P

Global Military Spending
2009
(Billions of $)
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Military Expenditure as percentage of GDP (1995-2012)

Significant Increase during GW Bush Administration
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Using data sets of the Stockholm International Peace Research Institute (SIPRI). Selecting
countries from Asia-Pacific region and compare the data based on the constant USD as of ‘\If&

20009.

Basic Assumption: The percentage of GDP allocated for the Military Expenditure in 2010 will
be maintained till 2030.

Assumption_on_ China 1): It is widely recognized that Chinese official defense budget

announcement (CHN Yuan) did not match the international standard. SIPRI has estimated
that its real budget is 150-160% of the Chinese official announcement.

Assumption on China 2): US DOD claims that SIPRI even underestimate the Chinese military
budget. US Department of Defense, Military and Security Developments involving the People’s
Republic of China (May, 2013) estimates Chinese actual military related expenditure falls
“‘between $135 billion and $215 billion” (SIPRI 140% added if maximum). Considering these
views, this study also indicate [High Estimation Path] by adding 140% of the SIPRI standards.

Assumption on the U.S.: The United States has announced to take major steps to reduce the
military expenditure due to its severe fiscal pressure of the federal budget. This study also
consider the rate at which if U.S. takes steps to reduce the budget to the level of Clinton
Administration in 1999 (3.0%), shown as [Low Estimate Path]

Institute (SIPRI), SIPRI Military Expenditure Database 013

L4 [ e

=

|

'/

—



1600 000

1400 000

1200 000

1000 000

800 000

600 000

400 000

200 000

Military Expenditure of U.S., China and Japan (2010-2030 Projection)

Unit: Million USD (Currency Rate as of 2009)

1,379,567
1,133,739
1,055,476 ) »
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> . <
US High Estimate (4.8%) .~ 878,565

'
' H
s ==
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668,841 683,354 -y~

809,813

»

China High Estimate (x1.4) / 321,545
220,644 @~ _ china(21%) 158 875 X6.1
~=157,603" :
Russia (4.2%) — & 70,608
90,646 1l ®

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 201920202021 2022 2023 2024 2025 2026 2027 2028 2029 2030

(% of GDP)
= USA (4.6%)
— == CHN (H Est)
=== USA (3.0%)
= CHN (2.1%)
Russia (4.2%)
———JPN (1.0%)

X16.5

X11.4

Source: SIPRI Military Expenditure Database 2013 (Modified)



Air Superiority (4t generation Fighters) in East Asia
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Military Expenditure of Emerging States in Asia (2010-2030 Projection)

Unit: Million USD (Currency Rate as of 2011)
350000 (% of GDP)

India will be No.2 Military ——IND (2.7%)
Power (next to China) ———ASEANG

= KOR (2.7%)
—]PN (1.0%)
AUS (1.9%)
Taiwan(2.1%)

300000

ASEANG and Korea will significantly ASEAN5>KOR(2028)
increase the military budget \\
(excluding the case of unified Korea) ASEANS5>JPN (2025)

200 000 \ \

KOR>JPN (2024) /
150 000 ASEANG6>JPN(2021)
ASEAN6>AUS (2012)
100 000 A\

IND>JPN (2015)
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Source: SIPRI Military Expenditure Database 2010 (Modified)



Is Asian Collective Balancing against China Possible? (2010-2030 Projection)

Unit: Million USD (Currency Rate as of 2009)

1 600 000
Asian collective defense budget is roughly the same
400000 - amount of Chinese budget (Low Estimate) 1,379,567
1200 000
1,080,888 1,067,835
,I
1000 000 7
. . 7 862,229
USA High Estimate (4.8%) _
800 000 ‘_:_'— - ,ﬁ
675555 =27 )
e o . 815,212
600 000 — > g 2
USA Low Estimate (3.0%) 493,317 .~
[T
400000 China High Estimate (140%)
186,505 - 357,309
200 000 —= ==
~__ 1808 China (2.2%)
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*Asia Balancing: JPN+KOR+IND+AUS+ASEAN5+SIN+TWN

(% of GDP)
e USA (4.8%)
e «= = CHN (H Est)
= == = USA (3.0%)
e CHN (2.1%)

== == » Asia Balancing

Source: SIPRI Military Expenditure Database 2011 (Modified)
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e Power Transition: Trajectory to 2030

\ 7
* Therise of China and the contested supremacy of the U.S. Y
* Increasing influence of India, ASEAN, Russia and Korea

e Diffusion of power distribution> More opportunities for
cooperation with and among ‘emerging powers’

e Security Trends in Progress
* New Hierarchy in Asia-Pacific Security ? “U.S.-China Relations”
e U.S. Rebalancing to Asia: From ‘Hub-Spokes’ to ‘Networks’
* U.S. Bilateral Alliance: Japan, Korea, Australia, Philippines and Thailand
* Expanded Security Partnerships: Singapore, Indonesia, Vietham, India
* Slow Progress on Multilateral Security Structures
* Northeast Asia: Six-Party Talks on North Korea’s Denuclearization

* Southeast Asia: Code of Conduct on South China Sea / ASC in 2015




Japan-US “Common Strategic Objectives”

.

Shanghai Coaperation Sk +—

Organization (SCO) = SixParty Talks
P | / \

etworked'AlliancerViecnanisms

S,E%; [East Asianﬁm
ASEAN Securty:comm Q@

\ ASEAN Regional Forum (ARF)

Layvered Architecture of East Asian Security

Networked Bilateralism, Multilateralism &
Ad-hoc Mechanism
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e Japan-Russia Strategic Relations as a Crucial ‘Missing Link’

—Strategic Importance of Russia as a ‘Key Player in Asia-Pacific’

—Japan as a ‘Gate Way’ of Russia’s Strategic Engagement in Asia-Pacific

—Jointly Explore the ‘Win-Win’ Game in Bilateral Relations

e Japan-Russia Summit (April 29, 2013)
— “Joint Statement on the Development of
Japan-Russia Partnership”

— Launching of 2+2 Foreign and Defense

Minister’s Consultation Process

>upgraded defense and security cooperation

(including areas of counter-terrorism, piracy and transnational organized crimes)
— Cooperation on Energy and Infrastructure projects. Launching on public-private

consultation on the development of Russia’s Far East and Eastern Siberia

— ‘Renewal of Peace Treaty negotiation’ > ‘designing mutually acceptable resolutions’

- -
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* Strategic Relatlons

e Area 1: Maritime Security: Connecting South China Sea and Arctic
— Securing SLOCs of South China Sea, East China Sea and Arctic Ocean > Russia-JPN-ASEAN

— Intelligence, Surveillance and Reconnaissance (ISR) cooperation at sea

FY

e Area 2: Enerqy Cooperation

— Debate on “Japan-Russia Energy Alliance” (Natural Gas, Crude Qil and Nuclear Energy)

— Prospects for ‘Sakhalin-Ibaraki Gas Pipeline project’ + Qil Imports + Joint LNG projects

e Area 3: Korean Peninsula

— Jointly pursue DPRK’s comprehensive, verifiable, and irreversible nuclear dismantlement

— Dialogue on crisis management and policy coordination during/after the Unification

e Area 4: Security Capacity Building of ‘Emerging Powers’

— Building ASEAN’s maritime security capacity: equipments, trainings and infrastructure
— Japan’s export of patrol ships to Philippines, Russia’s aid to Vietnam... further enhanced

but need more coordination! (+ Russian support on CoC on South China Sea) =




