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regional power beyond its economic standing, 
as Japan’s commitment to the rules of the 
international liberal order has elevated Tokyo’s 
strategic position in ensuring regional stability and 
working as a partner to the United States on the 
economic front. 

Reassessing economic needs and 
wants 
From development assistance to trade rules 
and banking regulations, the post-war rules of 
economic engagement have essentially mirrored 
the values of the United States, which have in 
turn been seen as universal values. Having joined 
the World Bank and the IMF after signing the San 
Francisco Peace Treaty, Japan’s rapid economic 
recovery would have not been possible without 
support from the Bretton Woods institutions for 
which the United States remains the single largest 
shareholder to date. By the 1970s, Japan had 
transformed from a borrow to a major creditor 
nation, and its voice at international financial 
institutions grew accordingly, not least as a 
founding member of the Asian Development Bank 
established in 1966. But even as its influence 
grew, Tokyo’s objective had never been to 
challenge Washington’s position outright. Indeed, 
even at the height of the trade war with the United 
States during the 1980s into the early 1990s, there 
had been no real challenge to the international 
financial order that had been determined by 
Washington. Granted, Tokyo had proposed the 
idea of an Asian Monetary Fund following the 
Asian financial crisis in 1998, an idea that was 
quickly shelved amid Washington’s objections to 
an institution that could compete with the IMF. 

Washington’s response to the creation of the 
China-led Asian Infrastructure Investment Bank 
in 2014 had been similarly cool, even as key U.S. 
allies in Europe and Asia, including Britain, France, 
Germany, and Singapore, eventually joined the 

AIIB. While the United States and Japan remain 
among the few major countries that have not 
signed on to the Chinese development bank, it 
has become clear over the past six years that 
the institution can play a significant role in filling 
a much-needed gap in financing infrastructure 



Legacy of the Pacific War: 75 years Later4

Limitations of cross-border 
cooperation 
Japan’s own experiences not just in pursuing 
industrial policy as a means to jump-start post-
war growth but also in its success in nurturing 
companies that eventually no longer had to 
depend on government subsidies has ultimately 
led to the alignment of economic objectives 
between Tokyo and Washington. The evolution of 
Japan from a disruptive competitor to a rival with 
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economy, but this momentum is likely to increase 
further amid the challenges of dealing with a 
global pandemic. The emergence of travel bubbles 
that allow open passage between countries that 
have been able to keep the virus in check, and 
thereby excluding others, is likely to be swayed by 
political as well as health risk assessments. 

The legacy of war remains a stumbling block for 
Japan to act as an effective regional economic 
leader, yet the role that Tokyo can play as a 
regional economic stabilizer continues to rise. 
Nevertheless, Japan may be able to forge a 
greater role in providing an alternative vision for 
growth and economic stability amid growing 
tensions between the world’s two largest 
economies. 
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