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I

The fiftieth anniversary of World War 1I, and the end of the Cold
War have recently drawn scholars’ attention to prewar and wartime
years.! Despite the intensity of controversies about the Cold War be-
fore the disintegration of the USSR, they have been increasingly set
free from the Cold War syndrome. Now they often go back to the days
before the Cold War, searching for the origins of international rela-
tions today. This article, with its focus on export controls, discusses
how far World War II and the demise of the USSR became watersheds
in the history of Japanese trade controls vis-a-vis Japan’s relations
with the United States.

Partially due to the semi-independent status of Japanese foreign
trade after the opening of the country in 1854, official trade controls by
the Japanese government started only in the 1930s. The main purpose
of the controls before the end of World War II was to help the war
economy; therefore, wartime trade control legislation was entirely nul-
lified during the allied occupation of Japan. Nevertheless, postwar
trade restrictions originated in the 1930s, as an analogous control sys-

Copyright © 1996 Yoko Yasuhara. All rights reserved. This work may be used,
with this notice included, for noncommercial purposes. No copies of this work
may be distributed, electronically or otherwise, in whole or in part, without
permission from the author.

3



4 YASUHARA

tem was created after the war: At first, the Supreme Commander for
the Allied Powers (SCAP) screened trade, and later the Ministry of In-
ternational Trade and Industry (MITI) assumed power to control
trade. Japanese prewar and wartime policies indeed paved the way to
postwar East-West export controls.?

Differences of course existed. The Japanese government, as the main
actor, used prewar and wartime trade controls to solidify its spheres of
influence, while postwar Japanese controls became integrated into US
Cold War strategies. Prior to the end of the war, the Japanese govern-
ment tried to achieve autarky within the ‘‘Greater East Asia
Coprosperity Sphere’’ by controlling trade. However, at the initial
stage of the occupation, priority of trade controls was the demilitariza-
tion of Japan, and from 1948/49 to restrictions of Japanese exports
against Communist countries.

Also salient in Japanese postwar control policies is a wide gap be-
tween rhetoric and reality. In contrast with prewar days when trade con-
trols were publicly admitted as a matter of military and economic fac-
tors combined,?® after the war the ‘‘economic interpretation of military
issues’’ prevailed. Japanese deep regret for wartime experiences, as
well as the constitution of 1946, molded a postwar direction for
Japanese policies: concentration on economic development, the renun-
ciation of war, and the pursuit of peace. Yet given the intensity of the
US-USSR conflict, Japanese policymakers soon had to face tough ques- -
tions: whereas Japanese postwar export restrictions against Com-
munist countries had clear military implications in US Cold War strate-
gies, the Japanese government had to expound its control policy as con-
genial to the Japanese constitution which does not ‘‘recognize the right
of belligerency of the state.”’ Export control policies, therefore, had to
be a measure of Japanese cooperation with the United Nations or a
matter of economic policy, with a smoke-screen thrown over their mili-
tary aspects.

Such continuities and discontinuities which have shaped postwar
Japanese and US trade control policies are now changing because of
the end of the Cold War, the relative decline of US economic power,
and the information revolution. Since the Enhanced Proliferation Con-
trols Initiative (EPCI) of President George Bush in December 1990,* in-
ternational export controls have moved from East-West controls to
nonproliferation of weapons of mass destruction (atomic bombs, chem-
ical and biological weapons, and missile technologies) and to controls
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of advanced conventional weapons. The targets of export controls are
no longer Communist countries but are claimed to be those which
cause serious regional instability by using or developing those
weapons. Thus, the Japanese struggle between rhetoric and reality has
significantly decreased today, as nonproliferation is much more com-
patible with the Japanese constitution.

Above all else, however, the most profound change both in Japan
and the United States is the decreasing government roles in export con-
trols. Due to the revolution in information technology, the increase of
multinational corporations, and the necessity to control the flow of low
technology products in the case of nonproliferation, a government
today can no longer carry out export controls as effectively as it did in
the 1940s or the 1950s. The introduction of the ‘“‘know’’ controls and
the enforcement of encryption controls, which this paper discusses
later, reveal declining government functions and changing roles of the
nation-state in international relations today.

II

Because Japan’s policy of seclusion since the beginning of the 17th
century had restricted Japanese contact with foreigners, Japanese trade
with the United States at government levels started only after the ar-
rival of Commodore Matthew Perry in 1853. Under the Treaty of
Peace and Amity (the Kanagawa treaty) of 1854, the Japanese opened
the ports of Shimoda and Hakodate. However, as the main purpose of
the Kanagawa treaty was to rescue shipwrecked seamen, a substantial
increase of US-Japanese trade had to wait until the Treaty of Amity
and Commerce of 1858. In this treaty, four ports—Kanagawa,
Nagasaki, Niigata, and Hyogo—were newly opened in addition to
Hakodate.’

In 1858 the Netherlands, Russia, Britain and France concluded simi-
lar treaties. Yet, all of them ended up as unequal treaties, partially due
to the ignorance of the Tokugawa shogunate. In the treaties, Japan ac-
cepted the principle of free trade, but neither denied extraterritorial
rights nor secured tariff autonomy. The Japanese of course could not
maintain free trade. A barrage of foreign criticism arose when the Mei-
ji government instituted trade protection measures. Thus, it often had
to resort to indirect controls as if they were initiated by private compa-
nies,® while the government spent its enormous energy for obtaining
equal status.” In 1899 extraterritorial rights were abolished. Yet not un-
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til 1911 did Japan attain full tariff autonomy.

Partially because of the lack of a free hand and its obligation to
abide by the free trade principle, the Japanese government had rarely
invoked direct trade controls until the 1930s. In that decade, trade con-
trols by the government rapidly increased, at the outset mostly for eco-
nomic reasons. But soon military reasons outweighed economic fac-
tors, as the Japanese military aggression of the 1930s necessitated tight-
er trade controls.®

The Great Depression of 1929 and the resulting world-wide trade
war provided the first turning point in the history of Japanese trade
controls. The Japanese decision to leave the gold standard in 1931
brought a substantial depreciation of the yen: 100 yen were worth 49.
37 dollars in November 1931, whereas in March 1933 they dropped to
21. 11 dollars. This facilitated Japanese exports considerably.’ Inundat-
ed with Japanese products amid economic difficulties, importing coun-
tries such as the Netherlands, France, and the United Kingdom in-
troduced various counter measures including high tariffs against
Japan.' Plagued by the trade war, one year after the formation of the
Foreign Exchange Control Law of 1933, the Diet enacted the Trade Ad-
justment and Commerce Protection Law, which authorized the
Japanese government to invoke retaliatory tariffs and restrictions on ex-
ports and imports."

The revision of the Exporters’ Association Law of 1925 also broa-
dened the government controls in the 1930s."? The law originally set up
exporters’ associations to allow them to control the export of essential
items. However, the revisions of the law in 1931, 1934, and 1936 each
time extended government power over the associations. In 1931, the Mi-
nistry of Commerce and Industry (MCI) requested the associations to
obtain permission from MCI in imposing controls on their members.
Three years later MCI could directly order them to change export
volumes and prices. In 1936 government officials were empowered to in-
spect businesses, stores, warehouses, and factories involved in foreign
trade.

As the 1930s was a decade of Japanese military aggression, Japanese
policymakers soon had to wrestle with trade issues from a military per-
spective, not just as a part of economic policymaking. The trade war
made exporting difficult for Japan, while military operations and the
rise of heavy and chemical industries in Japan swelled the volume of im-
ports, so that tightening of trade controls became necessary. Thus, in
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1937 when the Sino-Japanese war broke out, Japanese trade controls
entered a second stage by the enactment of the Foreign Trade Associa-
tion Law and the Temporary Measures Law Relating to Exports, Im-
ports, and Other Matters.

The Foreign Trade Association Law of August 1937 created import-
ers’ associations for the first time, and revamped trade associations to
make it easier for the government to exert leverage both on exports and
imports. The Central Board of the Foreign Trade Association grouped
all exporters’ and newly established importers’ associations under its
umbrella.?

This reorganization allowed the government to apply the Temporary
Measures Law of September 1937 more easily. The law, which specifical-
ly addressed the war in China, became a pivot of Japanese trade con-
trol policies until 1941. Given a wide array of direct authority over ex-
ports and imports, MCI commenced licensing policies: to export or im-
port listed items, traders had to obtain a license from MCI and present
it to customs. The list of controlled items was attached to the Or-
dinance on Temporary Permission of Exports and Imports. Licensing
policies, similar to MITI’s policy after World War II, indeed stemmed
from this Temporary Measures Law of 1937."

In the 1930s, strategic necessity made Japanese policymakers lean
toward import controls. The lack of competitive industrial capacity,
the paucity of natural resources, and the heavy dependence on war
materials from third countries such as the United States conditioned
the Japanese war economy from the very beginning. To acquire foreign
currencies, the government redoubled its effort to restrict imports of
luxuries and nonessential commodities. But import controls resulted in
a contraction of exports. The Japanese government in turn tried to
boost exports to third countries, which only accelerated the deteriora-
tion of stability within the yen bloc with the concomitant curtailment
of Japanese exports to the bloc.”

This vicious circle worsened after the outbreak of World War II in
September 1939 and the conclusion of the Tripartite Pact one year
later. Trade controls became even more stringent due to the abrogation
of the US-Japan Commercial Treaty in 1940. Since Japan depended on
the United States for 36% of its imports in that year,'¢ the tightening of
US export restrictions against Japan boded ill for the Japanese
economy and war preparations.

In view of an approaching war, the Japanese government quickly



8 YASUHARA

tightened controls in various areas such as wages, prices, sales and
production under the National General Mobilization Law of 1938.”
The government not only initiated yearly planning for exports and im-
ports, but introduced the link system where priority was imports of
materials used for production of export goods.

The enactment of the Trade Control Law of May 1941, on the basis
of the National General Mobilization Law, set the final stage of prewar
trade control history.'® The Trade Control Law for the first time vested
MCI with authority to order exports and imports directly. It also en-
larged MCI’s power to control trade, transfer, disposition, possession
and circulation of the ordered items. Although the basic framework of
controls remained the same as that under the law of September 1937,
listed items reached above 170 for exports and 260 for imports in 1941.

After the freezing of Japanese assets by the United States in July
1941 and the outbreak of the Pacific War in December of the same
year, trade controls were entirely built into war operations. The newly
established Ministry of Greater East Asian Affairs assumed power over
trade controls in 1942." The Japan Foreign Trade Control Organiza-
tion, formed in the same year, supervised trade within the Coprosperi-
ty Sphere; the Foreign Trade Management Corporations, established
in the next year, directly dealt with storage and transactions. Licensed
items had to go through the corporations under the supervision of the
Japanese government, so that traders in private sectors could no longer
engage in trade freely. With the decline of the number of traders from
more than 6,000 to 600 by November 1943, these corporations paved
the way for full-fledged state-controlled trade.”

III

Looking back at Japanese trade and the Pacific War from the van-
tage point of fifty years later, we are struck by how fragile the
Japanese economy was. The high dependence of prewar Japanese trade
on the United States and European countries did not augur well for
Japanese war operations. Unremittingly struggling to balance trade,
the Japanese government never attained autarky within the
““Coprosperity Sphere’’, but only generated further hardships and
anti-Japanese feelings in the occupied areas.

After all, the United States has been an important trade partner for
Japan since the late 19th century until today, with a temporary setback
during the Pacific War. Yet even though the setback was temporary,
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that aberration and the lack of a rational analysis of the Japanese
economy prepared the road to the Missouri. A lesson of the Pacific
War is that so long as the economic capacity of the United States
remains large, Asianism without the United States is economically un-
realistic for crafting post Cold War policies.”

Among continuities between the prewar and postwar periods, those in
the fields of government and economy attract attention in Japan today.
“‘Continuities and discontinuities’’ have been discussed well before the
1990s by scholars such as Takafusa Nakamura and Akira Hara either
as an origin of the postwar Japanese economic development or as a
catalyst for solidifying state monopolistic capaitalism in Japan.* Re-
cently the arguments have become much more lively due to the end of
the Cold War, the 50th anniversary of the end of World War II, and
the information revolution. For instance, amid the recent strident calls
for deregulation in Japan, Yukio Noguchi invokes history by using the
term ‘1940 nen taisei’’ (the system of the 1940s). In his view, many
government roles which stem from the 1940s are no longer useful, but
are obstacles to deregulation and the future economic development of
Japan.?

In the realm of trade controls, despite the abolition of wartime con-
trol legislation and organizations, the trade procedures taken by SCAP
show continuities clearly. For instance, during the occupation, SCAP
initially carried out trade according to twelve-month export and import
programs, and the War Department in Washington granted the final ap-
proval to these programs through SCAP.* Although the control
authority shifted from the Japanese government to the United States af-
ter the war, the export and import programs themselves smacked of the
yearly planning of trade by the Japanese government prior to the end
of the war.

Implementation of SCAP policies through Japanese intermediary or-
ganizations also reminds us of the handling of wartime trade by the
Japanese government. At the outset, SCAP dealt with external trade,
while the Japanese government handled internal trade matters with
postwar trade associations. These associations, which were formed one
by one after the dismemberment of the Foreign Trade Management

. Corporations in June 1946, numbered 35 for exports and 43 for im-
ports in April 1947.% In the same month, the trade associations were re-
organized into four Government Corporations, one each for minerals
and industrial products, textiles, raw materials, and foodstuffs. Inter-
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posed between the Japanese government under SCAP and private
traders, the Government Corporations handled such work as placing
orders, purchasing, and storage for trade, so that their function was
similar to that of the wartime Foreign Trade Management Corpor-
taions.

SCAP initially controlled trade fully, but in August 1947
it started to transfer Japanese foreign trade into private channels.
The ‘‘virtual peace’” settlement policy, which the National Security
Council (NSC) recommended in October 1948 in a paper entitled
‘“Recommendations with Respect to U. S. Policy toward Japan’’
(NSC13/2), further accelerated the normalization of trade.* With the
formation of MITI, the enactment of the Foreign Exchange and For-
eign Trade Control Law (FEFTCL), and the introduction of a fixed ex-
change rate in 1949, SCAP made considerable strides toward the nor-
malization of trade by the end of that year.

In the end, what remained as a wartime legacy even after the occupa-
tion was the licensing policy by the Japanese government. Despite the
gradual transfer of trade control power to the Japanese government,
SCAP restricted exports of strategic items until March 1952, just one
month before the end of the occupation.” Thereafter, MITI carried
out strict export controls under the FEFTCL by using licensing proce-
dures. Continuity since 1937 is clear here, although the targets of
postwar controls shifted to Communist countries.

On the other hand, discontinuities also existed. Postwar trade restric-
tions, for instance, no longer helped the Japanese war economy, but
were applied against Communist countries. At first, export controls by
the United States aimed at impeding resurgence of German and
Japanese militarism by restricting the export of materials for their
heavy and chemical industries. Japan and Germany, thus, remained in
the same country group until March 1948 for granting US licenses to ex-
porters. This Second-World-War type of trade controls, however, did
not last long. The US-USSR rivalry had already led the Army and
Navy Munitions Board to request tighter trade controls in September
1945.% But the policy change at the top level of the US government did
not come until December 1947, when the NSC decided to introduce a
new type of export controls along with the Marshall plan.” In March
1948 the new country groups comprised ‘‘R’’ for Europe, and ‘O’ el-
sewhere. ‘“‘R’’ included Western Europe, the USSR, and Eastern Eu-
rope. To provide a domestic legal basis for East-West export controls,
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the US Congress passed the Export Control Act (ECA) in 1949,
although both the ECA and the ‘‘R’’ group did not ostensibly single
out the Soviet bloc as a target.

By the end of 1949, export controls in strategic items had expanded
internationally. The United States carried out its negotiations at first
through the channel of the Marshal plan; thereafter, it also used milita-
ry assistance as leverage. In November 1949, the representatives of the
United States, the United Kingdom, France, Italy, and Belgium
reached an agreement to establish an informal organization on East-
West export controls in strategic items. In February 1950 the Paris
group—often called COCOM, which consisted of the Consultative
Group (CG) as the upper decision-making body, and the Coordinating
Committee (COCOM) as the lower level standing committee—opened
its first meeting. :

Enmeshed in Cold War strategies initiated by the United States, US
and SCAP policies toward Japan underwent a drastic change during
the occupation. The frail Japanese economy, the intensifing US-USSR
conflict, and the turbulence in China all precipitated changes in the oc-
cupation policies by Washington and SCAP. The shift in trade con-
trols had become clear by February 1949 when a paper by the NSC “‘U.
S. Policy Regarding Trade with China’’ (NSC41) was formulated.*
Now Japanese heavy and chemical industries should be resuscitated.
The United States started to restrict its exports of strategic items, not
against Japan but against Communist countries in Asia. Japan also be-
gan to tighten its export controls to the Soviet bloc.*

Even after Japan regained its independence, the United States wield-
ed strong influence over Japanese trade. The US administration did so,
for instance, in the Japanese entry in 1952 into COCOM and the China
Committee (CHINCOM), a newly established export control organiza-
tion which focused on Communist controlled areas in Asia. As the re-
cently declassified Japanese primary sources show, in 1949 and the ear-
ly 1950s the United States tried to integrate COCOM into the North At-
lantic Treaty Organization (NATO) and to establish in Tokyo a Far
Eastern export control organization separate from COCOM in Paris.
That Far Eastern organization was to be incorporated eventually into a
regional defense organization in East Asia. Yet the European members
circumvented this American scheme, so that COCOM remained an in-
formal organization despite its close link to NATO. Instead of a
separate Far Eastern organization located in Tokyo, CHINCOM was
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established in Paris in 1952 within the CG/COCOM framework.*

A regional defense organization in East Asia such as the Pacific Pact
was not established at that time. However, in the early 1950s the Unit-
ed States successfully linked export controls to US military assistance.
Most of the Mutual Defense Assistance Agreements (MDAA), which
the United States concluded with recipients of US military assistance
under the Mutual Defense Assistance Act of 1949, contained a provi-
sion on export controls.”® For example, Annex (D) of the US-Japan
MDAA of 1954 directed export controls against ‘‘nations which threat-
en the maintenance of world peace’’.** Thus, by the middle of the
1950s, a dual structure of global export controls had been made: COC-
OM as a group of industrially advanced countries, and the MDAA
recipients which encompassed more countries than the COCOM mem-
bers. What made international export controls effective was not COC-
OM itself as an informal organization, but the solid military frame-
work such as the MDAAs, NATO or the US-Japan Security Treaty.
The making of a dual structure was indeed the consummation of the
postwar global East-West export controls. This was an entirely differ-

" ent export control network from the one before and during World War
1I1.

Finally, what made postwar Japanese export controls different from
prewar and wartime controls was the gap between rhetoric and reality.
In 1946 when the Japanese constitution was promulgated, demilitariza-
tion of Japan and reliance on the United Nations for its security
seemed to be an ideal solution for postwar Japan. The preamble of the
constitution, thus, expressed ‘‘the Japanese desire for peace for all
time’’ and their trust in ‘‘the justice and faith of the peace-loving peo-
ples of the world”’. Furthermore the famous Article 9 renounced both
war and ‘‘the threat or use of force as a means of settling international
disputes.”” ‘‘The right of belligerency of the state,’’ it declared, ‘‘will
not be recognized.”” The intensification of the US-USSR conflict,
however, soon brought a cleavage between rhetoric and reality, as
Japanese role in East-West export controls did not fit in well with the
so-called ‘“peace constitution’’. By December 1949 when the FEFTCL
was enacted, Japanese export controls had already restricted strategic
items against Communist countries. But the law only listed the
‘“balance of international payments’’ and the ‘‘healthy growth of for-
eign trade and domestic economy’’ as reasons for license requirements.
It did not refer to any military factors.
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The Japan Industrial Fair case of 1969 well exemplifies such a gap be-
tween rhetoric and reality. After MITI rejected export license applica-
tions for 19 items to be exhibited in Peking and Shanghai in the same
year, the Japanese organizers of the fair filed suit. In the Tokyo Dis-
trict Court, the Japanese government had to defend MITI’s action us-
ing only economic reasons specified in the FEFTCL (i.e., ‘‘healthy
growth of foreign trade and domestic economy’’). The government ex-
plained to the court that Japan could not develop its economy without
close cooperation with liberal countries. If Japan violated COCOM res-
trictions, it maintained, the United States and other liberal countries
would retaliate Japan; therefore, abiding by COCOM agreements was
legitimate to achieve the ‘‘healthy growth of foreign trade and domes-
tic economy’’. But the chief judge of the Tokyo District Court in July
1969 requested the government to apply the FEFTCL only for ‘‘pure
and direct’’ economic purposes, and to enact new domestic legislation

to carry out COCOM agreements.*

- It was only in the 1980s that the FEFTCL included security provi-
sions, and thereby narrowed the gap between rhetoric and reality.

Iv

Now fifty years after the end of the war, world-wide export controls
are entering a new stage. The elements which existed in the early days
of COCOM such as US economic supremacy, clear targets for export
controls, a stable international framework and ideological differences
no longer exist or have changed markedly. Above all else, three factors
affect world-wide and Japanese export controls today: first, the relative
decline of US economic power as well as the economic development of
non-COCOM countries such as those in East Asia; second, the disin-
tegration of the USSR and Eastern Europe; and third, the changing
role of the nation-state in export controls caused by the information
revolution and by the shift of emphasis of export controls to non-
proliferation of weapons of mass destruction.

The international export control network which reached the peak of
its power in the early 1950s, started to lose its effectiveness especially in
the late 1960s due to the relative decline of the US economy. The histo-
ry of US export control legislation illustrates such transformation.
While the ECA remained effective from 1949 to 1969, the US Congress
always criticized administrations’ lenient export control policies. Yet in
the late 1960s, Congress could no longer neglect the steady decline of
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US economic competitiveness. In 1969 when the Export Administra-
tion Act (EAA) superseded the ECA of 1949, US concern for interna-
tional payment was for the first time written into the act. Since then the
US Congress has increasingly criticized the disadvantageous burden of
export controls on US industries, such as time-consuming licensing
procedures, unilateral US export controls, and a lack of uniform con-
trol levels with the other COCOM countries. US export control legisla-
tion has had to squarely face West-West economic relations in addition
to East-West relations.’

The relative decline of the US economy also brought debilitating
effects to the international export control network. In the late 1940s
and early 1950s, the United States fully used its economic power as
leverage in its negotiations by requesting that aid recipients either ac-
cept export controls or stop receiving US assistance. However, in the
1980s when Presindet Ronald Reagan tried to reinforce East-West ex-
port controls, the United States could no longer do so. Instead, it
resorted to import sanctions through the revised EAA of 1985, and pro-
voked serious friction with its allies. Moreover, the economic develop-
ment of non-COCOM members undermined the very basis of COC-
OM, which used to be ‘‘an exclusive club’’ of highly industrialized
countries in the late 1940s and early 1950s. Compliance from non-COC-
OM members became much more necessary than before. This meant
more difficulties in obtaining uniform cooperation from all of those
countries.

Perhaps the most significant effect caused by the relative decline of
US economic power is found in Japanese export controls in the 1980s.
When the Reagan administration tightened export controls after the
Soviet invasion of Afganistan in December 1979, Japan could no lon-
ger afford to follow the economic interpretation of military issues with
its highly developed economy and technologies. The first step away
from such an interpretation was the introduction of a security provi-
sion in article 25 of the FEFTCL (control on the export of service and
technology) in 1980. However, the most significant departure from the
economic interpretation was the Toshiba-Kongsberg case of 1987.

In the Toshiba-Kongsberg case, Toshiba Machine Corporation as
well as the Japanese trading firms Ito Chu and Wako Koeki, in collu-
sion with Kongsberg Vaapenfabrikk of Norway, sold in 1982 four
propeller milling machines and programs capable of nine-axis simul-
taneous control to the USSR.*” Kazuo Kumagai of Wako Koeki in-
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formed COCOM of this violation in December 1985. Given notice
from COCOM, the Japanese government after investigations conclud-
ed by April 1986 that the alleged sale could not be substantiated. Yet,
US government officials’ repeated inquiries to the Japanese govern-
ment eventually resulted in a public revelation of the sale in April 1987.

Significant in the Toshiba-Kongsberg case was a wide perception gap
between the Americans and the Japanese. For indignant US Congress-
men, the case was nothing but ‘‘treachery’’ and an ‘‘irreparable harm”’
to US security.® But many Japanese, who had interpreted export con-
trols in economic terms, regarded Toshiba and Toshiba Machine as
“‘poor victims’’ being ‘‘beaten’’ by the United States.” They believed
that all the US pressure including import sanctions on Toshiba and
Toshiba Machine in the revised EAA of 1988 were simply an attempt to
browbeat the Japanese and their industry.

In the end, however, the Toshiba case generated a new awareness
among the Japanese of the military aspect of export controls. As the
Japanese economy had been highly developed and produced the most
advanced dual-use technologies, economic activities were no longer im-
mune from military purposes. This new awareness through the Toshiba
case changed especially MITI which had been a stronghold of the eco-
nomic interpretation of export controls. MITI took the initiative in es-
tablishing the Center for Information on Strategic Technology
(CISTEC) in April 1989 and in introducing US-style compliance pro-
grams to Japanese companies.® In addition, article 48 of the FEFTCL
(controls on the export of goods) for the first time since 1949 included a
security provision in 1987, which symbolized the end of the economic
interpretation of export controls as far as the FEFTCL was concerned.

Thus, the basic premise of COCOM (i.e., the supremacy of US eco-
nomic power) had been eroded seriously, which produced an array of
changes in many areas by the end of the 1980s. In this sense COCOM
restrictions would have become nugatory even without the disintegra-
tion of the USSR. It was, however, the dissolution of the USSR in De-
cember 1991 that gave the final blow to COCOM.

The first reaction to the collapse of the USSR within the Bush ad-
ministration was, nonetheless, cautious. The US government was leery
of dissolving COCOM quickly. The COCOM Cooperation Forum, in-
itiated by Secretary of State James Baker, held its first meeting in
November 1992 with COCOM and the former Soviet bloc countries.
The Forum was an amalgam of East-West controls and proliferation



16 YASUHARA

controls: Decontrols of COCOM restrictions had to be commensurate
with the former Communist countries’ effective implementation of ex-
port controls and their cooperation in the nonproliferation of weapons
of mass destruction.

As the Bush administration still retained the Cold War perception, a
drastic departure from the old policies had to wait until the inaugura-
tion of President Bill Clinton. Clinton pledged to enhance US econom-
ic competitiveness and ‘‘tailor. . . export controls to the realities of a
post Cold War world.”’* A report by the Trade Promotion Coordinat-
ing Committee (TPCC) of September 1993 embodied this new ap-
proach. After a six-month collaboration among the 19 federal agen-
cies, the NSC, and the newly established National Economic Council,
the report recommended an unprecedented increase in the control level
of computers, from 12.5 Mtops to 500 Mtops, and supercomputers,
from 195 Mtops to 2, 000 Mtops.” At the COCOM meeting of Oc-
tober, the United States proposed the epoch-making forty-fold decon-
trols in computers, which was, however, ‘‘too much for COCOM to
digest”’.*

The unilateral decontrols by the United States and the COCOM deci-
sion in November 1993 to dissolve by the end of March 1994 symbolize
the disarray of international relations after the Cold War. By the time
of the dissolution of COCOM, a new global organization on prolifera-
tion controls was to be established. COCOM was abolished as original-
ly scheduled. However, the new regime has not yet been established as
of November 1995. In the days of COCOM, a dual structure of export
controls—COCOM and the MDAA network—made the East-West
controls viable. Today the MDAA network of the Cold War days still
remains, but the lack of a new and solid military framework will render
a new export control organization, even if it is established, weak and
less viable than COCOM.

Besides the collapse of the USSR, the revolution in information tech-
nology has also undermined export controls. Telecommunication tech-
onology and computers have accelerated the globalization of national
economies. This has brought unprecedented difficulties in export con-
trols and national security, as illustrated by the increasing importance
of cryptography. Encryption controls are becoming more and more im-
portant in the realm of export controls. Encryption is necessary to
safeguard digital telecommunications.* But if private companies freely
generate encryption, it will certainly undermine national security. One
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way to address this problem is to create an export license requirement
for each encryption. This, however, will be a nuisance to industries and
make them lose competitiveness in the world. Calls for relaxation of en-
cryption controls are strong in the United States.

Thus, in February 1994, the Clinton administration introduced the
Escrowed Encryption Standard (EES) as the Federal Information Proc-
essing Standard. In the case of the Data Encryption Standard (DES)
which has been in use so far, users can generate their own encryption
keys. However, in the case of EES, the National Institute of Standards
and Technology as well as the Treasury Department were designated as
keyholders.“ EES makes law enforcement access to encrypted com-
munications easier. Yet, its negative effects will beset individuals or
multinational corporations, as only the US government can decrypt the
telecommunications of interest. Conflict between national security and
the globalization of the economy in a networked society is evident
here.”

Encryption controls concern the world of advanced technologies,
but in the area of low technologies, export controls are also facing prob-
lems. Nonproliferation of weapons of mass destruction requires export
controls of many low-technology items; therefore, items become too
many for restriction. To grapple with such difficulties, in 1991 the US
government introduced the ‘‘know’’ controls, where an exporter has to
obtain a license from the US government if he or she ‘‘’knows’’ the item
or technologies will be used for the proliferation of chemical or biologi-
cal weapons or missiles. The US government will also request an export
license if the US government ‘‘informs’’ an exporter of such a dan-
ger.®

In the ‘““know’’ controls, restrictions depend on exporters’ judge-
ment. But, is not such intelligence a function of the government? As it
is reported that the Japanese government will introduce the ‘‘know’’
controls in Japan in 1996, similar questions will plague Japanese in-
dustries. After all, in the ‘‘know’’ controls, end-use check by the ex-
porter becomes essential, so that the responsibility for export controls
shifts considerably from the government to the exporter or reexporter.
What the ‘‘know’’ controls illustrate is also the declining role of the na-
tion-state in export controls.”

A%
Fifty years after the end of World War II, world-wide export con-
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trols are now in a state of chaos. The demise of the USSR, the relative
decline of US economic power, the economic development of non-
COCOM countries, multinational corporations, and the arrival of a
networked society—all these factors have seriously affected global ex-
port controls. The first three stem from the changing relations between
states, but the last two illuminate the changing nature of the nation-
state.

For the Japanese, proliferation controls and the end of the economic
interpretation of export controls at last narrowed the gap between
rhetoric and reality. Since the end of World War II, the Japanese have
supported nonproliferation of weapons of mass destruction and export
controls of advanced conventional weapons.*' Because nonprolifera-
tion is compatible with the Japanese constitution, the Japanese govern-
ment is publicly taking the initiative in enforcing it.*> The more states
become aware of the importance of solving conflicts nonmilitarily, the
further Japan will be able to pursue nonproliferation. World-wide ex-
port restrictions of weapons of mass destruction as well as those of ad-
vanced conventional weapons will also progress despite all the difficul-
ties discussed above.

What will the world be like after the demise of the USSR? We have
not had a clear image of the future yet. Traditional power relations be-
tween states are still important and might generate serious instability in
the post Cold War era. Yet what recent export controls suggest is that
government control of national economies, which had been strength-
ened by the early 1940s, is now being undermined both in Japan and
the United States, and that the function of the nation-state is clearly
changing.
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