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Sanctions in Japan-Russia Economic Relations:
Impact and Adaption

In 2016, Japanese Prime Minister Shinzo Abe
launched an eight-point economic plan to reform
Japan’s relations with Russia. Abe’s aim was to
foster economic interdependence between the
two countries rather than allow a stalemate to
continue on the longstanding dispute over the
Kuril Islands. Dr. Shagina provides an analysis of the
hitherto outcomes of Abe’s economic endeavors.

I

n May 2016, the Shinzo Abe government launched
an eight-point economic cooperation plan with
Russia, which encompassed energy, infrastructure,
agriculture and other sectors. By fostering strong
economic ties, Prime Minister Abe hoped to soften
Russia’s stance on the disputed Kuril Islands (the
Northern Territories in Japanese), a group of islands
seized by the Soviet Union in 1945, following
Japanese defeat in the Second World War. Since then,
persistent distrust and tensions have paralyzed bilateral
relations, hindering prospects for a peace treaty.
Moving away from the stagnant territorial talks,
the proposed eight-point cooperation plan offered
a new approach. By using investments as political
leverage, the Abe administration aimed to nurture
mutual trust between the two countries in order to
achieve a breakthrough in the territorial negotiations.
Looking beyond the territorial dispute, the main
objective of this article is to analyze Japan-Russia

economic relations. It aims to explore factors that
impede progress on the eight-point economic
cooperation plan, and asks to what extent U.S.
sanctions constrain the scope of Japan-Russia economic
deals. In addition, it examines the ways in which
Japanese businesses have adapted to the sanctions.
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A New Approach to the Territorial
Negotiations
Since 2012, bilateral relations with Russia have
substantially advanced, arguably due to Abe’s personal
diplomacy – a series of a record-setting 25 meetings
with President Vladimir Putin. Despite Russia’s
international isolation, the Abe administration has
intensified its overtures to the Kremlin with an ultimate
goal in sight; resolving the longstanding territorial
dispute. Prime Minister Abe was confident he could
change this dynamic, offering a new approach to their
cooperation, by using economic instruments to create
favorable conditions for achieving political goals.
In the past, due to the predominant notion of
inseparability of politics and economics (seikei
fukabun) the territorial dispute was seen as a
stumbling block for economic cooperation between
Moscow and Tokyo. From the late 1970s until
mid-1980s, an all-or-nothing diplomatic approach
was taken, consistently resisting the expansion of
economic ties in the absence of a settlement of the
territorial issue.1 Economic cooperation with the
Soviet Union was seen as contingent upon progress
in the territorial negotiations. For example, Japan
refused to provide financial aid to the Soviet Union
as long as the territorial issue was unresolved.2 In
the late 1980s, with the arrival of the Gorbachev era
and Perestroika, the seikei fukabun policy eroded,
opening a way to a new thinking in diplomacy visà-vis the Soviet Union.3 This new thinking, labelled
“expanded equilibrium” (kakudai kinkô), was put
forward by Prime Minister Takeshita and envisaged
the incremental development of economic relations
alongside the progress on the territorial dispute.4
The policy logic was changed: previously Japanese
investments to the Soviet Union were perceived as
a reward for the resolution of the territorial issue,
now Japanese aid was viewed as a way of creating the
conditions for an eventual settlement in the future.5
The new policy was designed to manage bilateral
diplomatic and economic relations by different
actors. The Ministry of Foreign Affairs (MOFA),
the Defense Agency and the hard-liners inside the
Liberal Democratic Party consistently resisted the
expansion of economic ties without the linkage to
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the territorial issue, while small- and medium-sized
firms pursued their business interests in the Soviet
Union based on a commercial approach. The formal
disentanglement of economic and diplomatic relations
was not, however, totally immune to the influence of
Japanese government.6 For example, in objection to
the MOFA, the Ministry of Finance and The Ministry
of International Trade and Industry supported the
participation of Japanese companies in the Siberian
development projects as it was believed that it would
create a fruitful atmosphere for the discussion of the
settlement of the territorial issue.7 Moreover, the
separation of politics and economics did not exclude
the exposure of economic relations to the diplomatic
and security-related developments of third countries.
In particular, the U.S. factor was strongly present in
Japan-Soviet relations and in strategic projects with
Moscow the Japanese private sector was reluctant to
proceed without the participation of U.S. companies
in order to avoid security-related complications.8

The Institute for Security and Development Policy – www.isdp.eu

Sanctions in Japan-Russia Economic Relations– 3

Following this new logic, the Abe administration viewed
economic cooperation as a tool for luring Japanese
investments to Russia’s Far East in order to nurture
mutual trust and to hopefully achieve a breakthrough
in the territorial negotiations. In May 2016, Abe
proposed a new approach to the countries’ bilateral
relations – the eight-point economic cooperation
plan, including joint activities in health care; urban
infrastructure; energy; development of industries and
export bases in the Far East; cooperation between
medium-sized and small companies; cooperation
on cutting-edge technologies; and people-to-people
interaction.9 In addition, a separate set of priorities was
defined for joint economic activities on the disputed
islands in September 2017. Five areas, ranging from
aquaculture, tourism, garbage disposal, greenhouse
farming, to wind power generation, were planned to
be conducted under a special legal status.10 The new
approach followed the strategy of “small steps” whereby
each successfully implemented project would create
mutual trust and showcase diplomatic progress.11 At
present, there are reportedly 150 joint projects, 60 out
of which are already at the implementation stage.12
For example, a high-tech traffic signal system was
installed in Voronezh and a rehabilitation medical
center was built in Vladivostok (See Appendix I).
Hiroshige Seko, Japan’s Minister of Economy, Trade
and Industry (METI), was given the special portfolio
of overseeing the execution of the eight-point
cooperation plan. Seko’s appointment as Minister for
Economic Cooperation with Russia marked a unique
phenomenon in Japanese politics, when the name of
the country was directly linked to the official post
for the first time.13 Moreover, Seko’s posting reflected
the fact that the ministerial position (METI) was
now in charge of Japan’s Russia policy, sidelining the
MOFA. In contrast to the MOFA, which followed
the U.S.’ hawkish approach to Russia, METI pushed
forward economic cooperation with no direct link
to the progress on the territorial negotiations.14
Both Japan and Russia saw their own rationale in the
eight-point cooperation plan. From Japan’s point of
view, the cooperation plan aimed to separate business
development projects from the national political
standpoint of no negotiation and thereby find a new
approach to the stagnant territorial talks. The Abe

administration hoped to use Japanese investments
as political leverage to soften Russia’s stance on the
territorial issue. Being a strategically important
sector for Russia, energy cooperation was the main
bargaining chip and a crucial lever in the territorial
negotiations.15 For Russia, economic cooperation
with Japan provided an opportunity to diversify its
pivot to Asia and to diminish its over-reliance on
China. Due to Western sanctions, Russia hoped
to attract much-needed Japanese investment and
technology, and to develop its outdated industries and
untapped resources in the Far East. Finally, economic
cooperation with Tokyo gave Moscow an opportunity
to demonstrate that it is not fully abandoned
and that it can find international partners despite
international isolation, and the West in particular.

Mismatch in Expectations
Despite the countries’ desire to advance their
economic relations, both Tokyo and Moscow had
different readings of the eight-point economic
plan. In December 2016, a summit between Abe
and Putin in Yamaguchi exposed their heightened
expectations. The Abe gvernment realized that the
lure of Japanese investments would not bring an
immediate change in their bilateral relations and that
a grand bargain was out of reach.16 It became evident
that Russia did not associate economic cooperation
with progress in resolving the border issue. Having
the upper hand in the territorial negotiations,
Moscow was interested in delaying the progress as
much as possible in order to get more investments
into its underdeveloped eastern territories.17
Moscow perceived Tokyo’s economic plan as an aid
package and overestimated the Abe government’s
influence on the private sector.18 “We’ve held a
lot of meetings with the Japanese side,” Alexander
Krutikov, deputy minister for the development of the
Russian Far East, said, expressing his disappointment.
“However, these negotiations didn’t result in decisions.
In contrast to other countries, there are only a few
Japanese investors in the Russian Far East.”19 Contrary
to Chinese and to some extent South Korean
investors, the Japanese looked for “win-win” projects,
based on their profitability and feasibility.20 However,
despite the Japanese government’s enthusiasm, the
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eight-point cooperation plan sparked little interest.
Originally planned to attract around 9 billion USD
of investments, by December 2016 the economic plan
brought in only 2.6 billion USD in Japanese public
and private investments.21 The majority of agreements
were in the form of non-binding memorandums of
understanding (MoUs), underlying the uncertainty of
Russia’s investment climate for Japanese companies.
Acknowledging the economic plan’s failure to achieve
tangible results, the Abe administration changed its
strategy. Until late 2016, the range of implemented
projects was of a fairly low profile. The main focus was
put on the health sector, infrastructure, and agriculture,
whereby the projects sought to enhance living conditions
and life expectancy of ordinary Russians.22 Realizing
that small-scale projects were not going to conciliate
Russia, more visible deals were tabled on the agenda.
From late 2017 on, the focus of the economic plan
shifted to larger projects, including with the Russian
state-owned companies. For example, in August 2017,
the Japan Bank for International Cooperation (JBIC)
established a $1-billion investment fund with Russian
Direct Investment Fund (RDIF), for projects covering
energy, cutting-edge technologies, and industries
in the Far East. In September 2017, Japan Oil, Gas
and Metals National Corporation (JOGMEC) and
Irkutsk Oil Company (INK) signed the framework
agreement for a joint exploration in Eastern Siberia.23
During the Eastern Economic Forum (EEF) held
in Vladivostok in September 2018, the mismatch
in expectations was visible again. Hiroshige Seko
praised the progress in the Japan-Russia cooperation
plan and underlined the importance of taking new
measures in the field of energy.24 In contrast, the
Russian side publicly hinted at dissatisfaction with
the insufficient level of Japanese investments.25 After
the EEF, Japanese companies notably raised their
profiles in energy cooperation. For the first time,
Japanese companies were involved in talks about
equity participation in Russian majors, sanctioned
by the U.S. and the EU in response to the Ukraine
crisis.26 Mitsui & Co, Itochu and Mitsubishi expressed
interest in acquiring equity stakes in Novatek’s Arctic
LNG-2, Gazprom’s Baltic LNG, and the expansion of
Sakhalin-2.27 Previously, Japanese companies steered
away from the dealings with sanctioned Russian

entities to avoid U.S. fines for compliance breaches. To
mitigate these sanctions risks, Japanese governmentbacked agencies provided public assurances for the
private sector and pledged to cover the risks in case
of the sanctions’ threat. Such reinforced interest
from Japanese investors was triggered by the Japanese
government’s desire to show its full commitment to
economic cooperation in the wake of the January
meeting in 2019 between the two leaders. As 2019 was
seen as a turning point for the territorial negotiations,
the Abe administration put additional pressure
on Japanese businesses to achieve tangible results.
Despite Abe’s expectations, neither his personal
diplomacy nor increasingly ambitious deals seemed
to change the position of the Russian government so
far. On the contrary, the 25th meeting between Abe
and Putin in January 2019 ended with talks about
economic cooperation rather than about a peace treaty.
Putin acknowledged certain success in Japan-Russia
economic cooperation, but noted that the qualitative
shift in their bilateral relations was still absent. He
expressed hope to increase bilateral trade between both
countries by at least 50 percent to 30 billion USD in
the coming years and to strengthen ties in such areas
as the LNG sector and technological cooperation.28

Domestic Factors in Sluggish Economic
Relations
Boosting economic cooperation with Russia has always
proved to be difficult for Japan and the unresolved
territorial dispute was not the main obstacle. Despite
their complimentary economic structures, the trade
balance between Japan and Russia has been moderate.
For Japan, Russia remains an insignificant trade
partner. Prior to the sanctions, in 2014 the share of
Russian imports to Japan was at its peak of 3 percent,
while only 1.3 percent of Japanese exports went to
Russia. In 2017, the share of Russian imports to Japan
fell to 2.1 percent, and the share of Japanese exports
to Russia decreased to 0.9 percent (Figure 1).29 The
situation with Japan’s foreign direct investments also
failed to improve. In 2017, investments decreased
considerably, resulting in a marginal 15 million
USD.30 As a result, Japanese companies accounted
for just 0.03 percent of foreign direct investments
in Russia. Comparing it to other countries, the
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Figure 1: Japan’s foreign trade with Russia, 2006-2017 (USD bn)

Figure 2: Japan’s Outward Foreign Direct Investment, 2009-2017 (USD bn)

Russian share is almost insignificant (Figure 2).
For years, domestic factors related to Russia’s
management of the economy put the brakes on
Japan-Russian economic relations and the eightpoint economic cooperation plan failed to change
it. Complex administrative procedures and their
non-transparent implementation, ineffective tariff

regulations, red tape and an opaque legal system have
been the main impediments for doing business in
Russia.31 Looking for profitable, “win-win” projects
in Russia, Japanese businesses struggled to find them.
Unsurprisingly, the eight-point economic cooperation
plan sparked only moderate interest among Japanese
investors, with roughly 40 percent of Japanese
companies having no plans to participate in it.32
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Attracting Japanese investments to the Far East proved
to be particularly difficult. Over the last years, Japanese
businesses saw little potential in the region and the
creation of the Advanced Specialized Economic Zones
(ASEZs) failed to change that. Introduced in March
2015, the ASEZs offered a new type of investment
platform with unprecedented benefits and a favorable
tax regime. In comparison with other economic
zones, the Russian ASEZs seemed to provide a better
investment environment in the Asia-Pacific region.33
Nevertheless, by 2017 only three Japanese foodprocessing firms had established their businesses
there.34 At present, the overwhelming majority, 82
percent, of Japanese firms are willing to invest in the
European part of Russia, as opposed to 54 percent of
companies which are open to investing in the Far East.35

Impact of Sanctions
Although the lackluster economic cooperation was
predominantly shaped by Russia’s domestic factors,
Western sanctions had a compounding effect on the
business climate in Russia. Together with the sharp
drop in oil prices and the depreciation of the Russian
ruble, the situation turned into “a perfect storm of
Fukushima magnitude” for Japanese investors.36
After the Ukraine crisis, 55.9 percent of Japanese
companies immediately felt the negative effect of
Western sanctions.37 In 2015, the number of Japanese
firms entering the Russian market dropped sharply
from 14 to two.38 Fewer companies were optimistic
about their future business prospects in Russia.
According to the Japan External Trade Organization’s
survey, only 44 percent of Japanese companies were
planning to expand their activities in Russia in 2015,
as opposed to 77 percent in 2013.39 By 2019, a
large majority of Japanese firms (76.3 percent) were
deterred from expanding their business operations in
Russia, aggravated by the looming U.S. sanctions.40
Western sanctions added more uncertainty to the
Japan-Russia joint activities and increased investment
risks despite the government’s assurances. The volatility
of the exchange rate, as well as an unstable political and
social climate became the main concerns, superseding
even the complexities of administrative and tax
procedures.41 Exacerbated by these rising tensions,
the Russian currency lost 50 percent of its value from

March 2014 and the depreciation became a primary
risk for investments, making financial calculations
particularly cumbersome.42 The currency fluctuations
with the subsequent shrinking of the Russian economy
and weakened consumers’ purchasing power lead to a
reduced interest among Japanese investors.43 As a result,
decreased sales, deteriorated creditworthiness of local
clients and suspended new projects followed (Figure 3).
With time, the impact of U.S. sanctions gained
salience and appeared to be the main concern for
Japanese companies. Signed in 2017 by U.S. President
Donald Trump, the Countering America’s Adversaries
Through Sanctions Act (CAATSA) strengthened
the U.S. adversarial approach towards Russia. The
CAATSA stiffened conditions for issuing new debt
for designated Russian banks, and defense and energy
companies. The technological sanctions were similarly
reinforced: technology transfers to unconventional oil
projects were prohibited if Russian energy companies
held 33 percent or more in ownership shares. As a
result, in 2018, 67 percent of Japanese companies
reported to be affected by the negative effect of
expanding U.S. sanctions.44 The main problems were
caused by the centrality of the U.S. financial system
and the dominance of dollar-denominated currency in
Japan-Russia business deals. Due to the U.S.’ economic
statecraft, Japanese firms experienced difficulties in
financing sanctioned Russian firms and were hesitant
to provide dollar-denominated loans. This, in turn,
delayed their final investment decisions.45 With new
U.S. sanctions looming, future business expansions
stalled – 43.6 percent of the respondents acknowledged
the low priority of doing business in Russia.46
Nonetheless, certain sanction risks were gradually
alleviated as companies anticipated the negative ripple
effects and factored them in at earlier stages. For
example, the creditworthiness of local clients improved
steadily, as Japanese companies closely followed the U.S.
sanctions policy and abstained from dealing with entities
on the Specially Designated Nationals (SDN) List.
Increasingly, Western sanctions became a thorn in the
side of the Russian political and business elites as well.
First, Western sanctions were discarded by the Russian
side and barely mentioned within the framework of
Japan-Russia economic cooperation. In fact, when
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Japan joined Western sanctions, Moscow perceived
them as “symbolic in nature, with more ‘peaceful’
measures” in comparison to the U.S.’ and the EU’s
measures.47 In the Russian media, Japanese sanctions
were presented as being imposed reluctantly under
strong pressure from the U.S. and there was no reason
for them to infringe upon Abe-Putin relations.48
As the joint projects became more ambitious and
sanctions put brakes on Japanese cooperation with
Russian state-owned companies, the Russian public
narrative changed dramatically. Sanctions were
consistently named as one of the main impediments
for the progress in Japan-Russia bilateral relations.
In October 2018, Putin questioned Tokyo’s attempt
to build trustworthy relations, pointing to Japan’s
alignment with Western sanctions. “We are trying
to create conditions for trust. But Japan decided to
impose sanctions on us. Is this a step towards trust?
Why did you do it? To increase confidence? And,
nevertheless, we aren’t ruling out a dialogue [with
Japan],” commented Putin.49 Later, Dmitrii Peskov,
the Kremlin’s spokesmen, and Mikhail Galuzin,
Russia’s ambassador to Japan, reiterated the statement,
by claiming that Japan’s support of Western sanctions
hinders the signing of a peace treaty.50 Acknowledging

the constraining effect of U.S. sanctions on their
economic deals, Russia tried to increase its leverage
over Japan, knowing Abe’s personal preoccupation
with the resolution of the territorial issue. Japanese
businesses, however, remained cautious of investing,
as their strong U.S. nexus significantly limited their
options. Despite the Abe government’s amicable
Russia policy, the private sector was unwilling to risk
its connections to the U.S. market and to anger the
U.S. Office of Foreign Assets Control (OFAC).51
The expanding U.S. sanctions affected a number of
deals within the framework of Japan-Russia economic
cooperation, which were considered the projects
with a great economic potential. First, in August
2015, cooperation between Gazprom and Japanese
companies stalled after the Yuzhno-Kirinskoye field
was targeted by U.S. sanctions.52 The undeveloped field
was viewed as an indispensable source for Sakhalin-3
and the expansion of Sakhalin-2 – the flagship projects
in the eight-point economic cooperation plan.
Secondly, in July 2017, OFAC blocked a deal between
Rosneft, JOGMEC, Inpex Corp and Marubeni Corp
for the joint offshore oil exploration near Sakhalin.
Referring to it as ‘backfilling,’ OFAC objected to the
deal as it would allow Japanese energy companies to

Figure 3: How Did U.S. Sanctions Affect Japenese Business?
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profit from the deal when U.S. oil and gas companies
were prohibited to do so.53 Thirdly, Japan-Russia
cooperation in the aircraft industry was affected,
as Japan’s Toray Industries ceased the shipment of
composite components for the building of Russian
medium-haul aircraft MC-21. Under the CAATSA
legislation, any non-U.S. companies and individuals
could be under the risk of secondary sanctions
for facilitating significant investment in Russia’s
defense sector.54 The delivery was terminated as the
end-user companies belonged to U.S.-sanctioned
United Aircraft Corporation (UAC) and Rostec.55
Indirectly, Western sanctions also affected JapanRussia energy cooperation in the LNG sector.
Although LNG was not directly targeted by the
U.S. and the EU, the sharp decline in oil prices,
combined with financial and technological sanctions,
undermined the feasibility of LNG projects. Barred
from international markets, Rosneft and Gazprom
faced fierce competition for domestic funds for the
development of their Far East LNG and Vladivostok
LNG. At the same time, geopolitical tensions with
the West shifted Russia’s focus to China. Once
considered flagship projects in Japan-Russia energy
cooperation, Far East LNG and Vladivostok LNG
were indefinitely postponed, as Moscow favored
increasing its pipeline capacity to China instead.56

Accommodating Mechanisms
To adapt to the unfavorable market conditions shaped
by sanctions, Japanese companies adopted de-risking
strategies. First, they participated in areas exempted
from sanctions but vital for Russia’s ambitious
projects. Joint cooperation expanded in such areas
as LNG and renewables, the nuclear power sector,
and the shipping industry. For example, in 2014
Japan’s JGC Corporation and Chiyoda Corporation
engineered and constructed a modular plant for the
Yamal LNG.57 Last November, Japan’s governmentbacked New Energy and Industrial Technology
Development Organization (NEDO) in partnership
with RusHydro (a Russian power company),
launched a wind energy generation system in the Far
East, employing Japan’s cold-resistant technology.58
In the shipping industry, Mitsui O.S.K. Lines (MOL)
spent $973 million on three ice-tankers out of Novatek’s

15 brand-new vessels.59 Later, MOL together with
Marubeni Corp joined a feasibility study with Novatek
for the building of a transshipment terminal on
Kamchatka, while Saibu Gas Co. signed a preliminary
deal with Novatek to allow the company to use its storage
facilities in Kyushu, Japan’s Southern island.60 Such
cooperation would help Novatek to solve the mismatch
in LNG production and shipment capacities as well
as reducing transportation costs to the Asia-Pacific.
In the nuclear power sector, Rosatom, Russian state
atomic agency corporation, won two bids on the nuclear
accident management plan at the Fukushima Daiichi
plant. Rosatom will assist Japan’s nuclear power plant,
which experienced reactor meltdowns after the triple
disaster in 2011, in cleaning up the nuclear waste.61
Recently, Japan also announced that it will invest 1.15
billion rubles in a center in Russia’s Far East for the
treatment and long-term storage of nuclear waste.
With Japanese investment, the center plans to procure
the necessary equipment for nuclear waste treatment.62
Secondly, Japanese and Russian companies adapted
to financial prohibitions developing accommodating
mechanisms. Governmental backing of joint projects
has become crucial for the mitigation of sanctions
risks, as they are disconnected from Western financial
institutions. Mutually established intergovernmental
investment funds and export-import trade agencies
have operated as a key platform for financial
transactions. Government-linked JBIC and JOGMEC
guaranteed the support of the Japanese administration
in order to encourage private investments. For
example, in 2016 JBIC signed an MoU for strategic
cooperation with Novatek and two months later
provided a €200-million loan for its Yamal LNG.63
Later in 2018, JOGMEC signed an MoU with
Novatek to pursue opportunities of cooperation in
Arctic LNG-2.64 With JBIC’s support, Gazprom raised
a ten-year bond worth ¥65 billion (574 million USD).
The offering is reportedly the second-largest yendenominated deal for an emerging market borrower.65
Thirdly, the de-dollarization of business deals became
another way to reduce exposure to the U.S. nexus.
To avoid dollar-denominated payments, Japanese
companies considered alternative currencies to
secure wire-transfers. For example, JBIC proposed
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direct ruble-yen currency swaps with Russian stateowned banks such as Gazprombank, VTB, and
Vneshekonombank. Due to high interest rates and
the ruble’s volatility, the plan was unsuccessful.66
Nonetheless, payments in euros and yen might
have the potential, given their recent increase in the
Russian reserves. Over the last year, the share of dollar
assets decreased from 43.7 percent to 21.9 percent,
while the share of euro-denominated contracts
increased from 12.7 percent to 20 percent and assets
in the Japanese currency rose by 20 billion USD.67
Finally, the broader involvement of foreign participants
helped Japan and Russia to keep dim lights over
their intensifying cooperation. For example, to
reduce Japan’s visibility in financing Yamal LNG,
JBIC provided the loan as part of an international
financial package.68 In a similar vein, Rosneft tried to
minimize sanction-related risks for the construction
of the LNG plant at Sakhalin-1. The Russian major
invited Japanese and Indian companies to participate
in the project, which was originally intended to be
executed in partnership with Exxon Mobil only.69

Conclusions
Despite Tokyo’s economic initiative, the eight-point
economic plan has showed only moderate results.
Multiple meetings between the countries’ political and
business elites resulted in a few small-scale projects, while
the majority of the ambitious ones remain on paper. The
lackluster economic cooperation was predominantly
shaped by Russia’s domestic impediments such as
administrative hurdles, red tape and opaque legal
regulations, and the absence of a formal peace treaty
was not the main obstacle. Taking a risk-based
commercial approach, Japanese businesses struggled to
find “win-win” projects and the encouragements and
public assurances from the Abe government managed
little change. The government’s new approach
of incremental advance of economic relations in
parallel to progress on the territorial issue failed to
encourage the participation of Japanese companies
in the eight-point economic cooperation plan.

U.S. financial system and the dominance of dollardenominated trade limits Japanese companies’ business
opportunities and stifles the scope of economic
cooperation. Regardless of Tokyo’s full commitment
to revitalize the bilateral economic relations, the
government could not exert a lot of influence on the
Japanese private sector and failed to incentivize the
inflow of investments. Similarly, to the situation in the
1970s, the Japanese private sector remains cautious of
engaging in strategic projects with Russia because of
the business-related complications with the U.S. and
prefers self-policing and over-compliance to the Japanese
government’s public assurances of risk mitigation.
With U.S. sanctions intensifying and with Russia
pushing for more ambitious deals, Japanese business
is caught between a rock and a hard place. On the
one hand, the Abe administration is under enormous
time pressure to solve the territorial issue within his
term and 2019 is considered to be a crucial year. The
administration is increasing pressure on Japanese
companies to invest more to show tangible results. On
the other hand, the expanding U.S. sanctions leave
less leeway for Japanese businesses to forge deals with
Russia. There are less legal loopholes and exempted
areas for the Japanese private sector to navigate
through without being exposed to U.S. sanctions.

Gradually, U.S. sanctions have added more uncertainty
to Russia’s adverse business climate and they have
increasingly become a constraining factor in JapanRussia economic cooperation. The centrality of the
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Appendix
Eight-point Economic Cooperation Plan

Examples of Implemented Projects

1. Extending healthy life expectancies

• Cooperation agreement with R-Pharm JSC for the
treatment of tuberculosis (Otsuka Pharmaceutical);
• Agreement with Mitsui & Co on the acquisition of a
10 percent-share in R-Pharm;
• Rehabilitation medical center in Vladivostok (Hokuto Social Medical Corp).

2. Developing comfortable and clean cities

• High-tech traffic signal system (Kyosan Electric Manufacturing) and construction of smart housing in Voronezh (Nice Corp);
• Creating new development strategies in Vladivostok
(Nikken Sekkei);
• Waste combustion for heating swimming pools.

3. Medium-sized and small companies’ exchange • Launch of the online resource “Japan x Russia Busiand cooperation
ness Matching Support Project”;
• Participation of Japanese companies in Russia’s INNOPROM.
4. Energy

• Financing Yamal LNG (JBIC); construction of LNG
modular plant (JGC Corp and Chiyoda Corp);
• Rosatom won two bids for the nuclear accident management plan at the Fukushima Daiichi plant;
• Installation of a wind power generation system in the
Far East (NEDO, Mitsui & Co and Komaihaltec);
• Construction of a polyethylene plant in the Irkutsk
region (Toyo Engineering Corp);
• Agreement to conduct a feasibility study for the construction of a liquified hydrogen plant in the Magadan
region (Kawasaki Heavy Industries);
• Wind turbine localization project (WINDPRO
Global and Far East University).

5. Promoting industrial diversification and enhanc- • A production line for pressure and differential presing productivity
sure transmitters (Yokogawa Electric Corp);
• Agreements to conduct technical audits at Uralhimmash as a potential supplier of chemical equipment
for Japanese EPC-contractors at Sakhalin-2 and Arctic LNG-2 (Irkutsk Oil Company, Sojitz and Chiyoda
Corp);
• Localization of an assembly factory for medium- and
light-duty trucks scheduled for 2019 (Hino Motors)
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6. Developing industries and export bases in the Far • Greenhouse farming installation “Sayuri” in Yakutsk
East
(Hokkaido Corp);
• Agreement on acquiring a 10 percent stake in
Khabarovsk Airport JSV (Sojitz Corp, Japan Airport
Terminal Co, Japan Overseas Infrastructure Investment Corp);
• Engine production for export in the Primorsky region
(Mazda-Sollers);
• Agreement for the development of the Elga Coal
Mining Complex in the Sakha Republic.
7. Cooperation on cutting-edge technologies

• Implementation of postal automation system by Russian Post (Toshiba);
• High-temperature cable (Rosseti and Tokyo Rope);
• Localization production plant for cutting machine
tools in Ulyanovsk (DMG MORI);
• Establishment of an international innovation center for automation in oil refining (Gazpromneft and
Yokogawa Electric);
• High-temperature superconductivity projects (Rosseti and University of Chubu).

8. People-to-people interaction

• Student exchange between Japanese and Russian universities;
• International judo exchange tournament in Vladivostok;
• “Russia Year in Japan” and “Japan Year in Russia”.
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