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Speaker bio

[Bio]

*Executive Director and Visiting Professor, Center for Rule-making Strategies, Tama
University

* Adjunct Senior Fellow, Pacific Forum

*Economic Security Advisor, Inter-Parliamentary Alliance on China

*Areas of expertise: Economic security, international politics in the Indo-Pacific, Japan-
US relations

[Recent articles]

*Akira lgata and Brad Glosserman. “Japan’s New Economic Statecraft.” The Washington Quarterly. Vol. 44, Issue 3,
2021: 25-42.
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“Economic security” has gained prominence in the recent years

China’s rise and US relative decline Military Civil Fusion
Strategic
trends _ o
Increased use of economic statecraft Inward economic policies
_ _ National Intelligence Law Export Control Law
China Domestic
factor law
Cyber Security Law Chinese version of the Entity List

rights

Emerging technologies are all becoming “dual-use”

Technology

factor
Private sector’s economic activities Government’s security policy

The combination of China-related factors and technoloqy factors account for the rise of
“economic security




The beginning of
organizational restructuring

Japan’s economic security policies under the Abe and Suga admins

Abe administration

Ministries begin creating
economic security offices

Becomes a de factor “Covid-
response division”

Mentions the “promotion law”
and identifies 16 areas

Mentions supply chains,
R&D, IP, etc.

Suga administration

The core of ESPA already
seen in this document

Most contents in ESPA has already been decided under the Abe and Suga administrations




Japan’s economic security policies under the Suga and Kishida admins

Kishida admin

“Four pillars” of ESPA are Likely the world’s first Somewhat akin to the NSC,
all included ministerial position but on economic security

Cooperation on supply Dialogue between foreign

. . . . nsi f “four pillars”
chains, infrastructure, R&D... and economic ministers Consists of “four pillars

Kishida admin

The “four pillars” were chosen from numerous economic security challenges that Japan face




Japan’s economic security policies have been progressing since 2019

Ministry of Economy Public Security Intelligence Ministry of Defense
_ _ Established economic security Agency Will create new post on
Organizatio division Established ES Project Team economic security
n Change Ministry of Foreign Affairs Metropolitan Police Financial Services Agency
Established economic security Department Will establish an economic
division Established ES Project Team security division
Strengthening visa screening of R&D funding on critical
foreign students / researchers technologies
: Private — _
Protection New rules on government-funded s EEor Subsidies on supply chain
of tech/ IP research diversification
support
Strengthening export control and Providing economic security risk
investment screening information
. United States 3
internation Rl o oGRS -Develo ’io;lusrtégillliint critical -Semi -cli—hetQuSad ly Chai
al and Resilience (CoRe) /eloping : emiconductor Supply ©-hain
cooperatio Partnership minerals .supply chalns- I.n|t|at|ve .
n - 2+2 version of economic -Stro?‘ncgll‘it'[?(?ar.]ll?r?frt;setrzr(?[tjergtlon ; Parm;gﬂgo(?g ei;nsergmg
security 9
The Japanese government has done all it can to promote economic security within the existing authorities




The Economic Security Promotion Act (ESPA) became law in May 2022

4 N\ [ N\ [ )
: Non-disclosure of Core
Supply Chains PPP on R&D
patents Infrastructure
/:__ C —— — \/ > — \’ \/ i i
Goal Goal
Goal Non-disclosure of Supporting the Goal
Stable procurement certain technologies development of Securing the safety
of “strategic goods” that can be used for Japan’s emerging of core infrastructure
military purposes

UAS technologies N )
/E_% /E_ N _—’\ > ~

Future issue

Future issues Future issues Future issues Is it “economic
Defining “strategic Number of actual Choosing what’s security,” “industrial
goods” cases “critical” policy,” or

) protectionism”?

However, the relationship between “economic security” and the aerospace / defense industries aren’t clear
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The government will be able to understand supply chains and offer help

—

Supply Chains

—

Goal
Stable procurement
of “strategic goods”

—

Future issues
Defining “strategic
goods”

Y

Four pillars of the ESPA

ﬂ:rivate companies must create a “Supply Plan” on “Specific Critical \

Materials (SCM)” and submit it to the government
- The definition of “SCM” will be decided through ordinances
- The government may give subsidy

- The government may also decide to stockpile certain SCMs

[Issues for aerospace and defense industries]
Q. Will aerospace and defense industries be included in SCM?
- The expected designations were semiconductors, battery, medical
equipment, and minerals

Q. How to balance (1) reshoring, (2) friend-shoring, and (3) maintaining
reliance on other countries

- Neither (1) complete reshoring nor (3) complete elimination of non-

Qendly countries are realistic /




Non-disclosure of patents will facilitate the protection of certain dual-use

technology

—_—

Non-disclosure of
patents

——

Goal
Non-disclosure of
certain technologies
that can be used for

military purposes

Future issues
Number of actual
cases

Four pillars of the ESPA

pe

First screening is done by the Patent Office

Second screening is done by the Cabinet (newly created division) and the
MOD

N

[Issues for aerospace and defense industries]

for these non-disclosed patents?

A

Q. How does the government calculate the accurate amount of compensation

Q. How many actual cases of non-disclosures are the government expecting?

&
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Government-funded R&D project will strengthen critical technologies

K >
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-
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PPP on R&D

-

Goal
Supporting the
development of

Japan’s emerging
technologies

-
-

"

J
\
Future issues
Choosing which
technology is
“critical”

)

o D

Four pillars of the ESPA

e

- A new group will be created to decide what research topic is critical for
economic security

- The budget is likely to be 500B yen
- A new thinktank will be created to advise the ministries

N

=

=

[Issues for aerospace and defense industries]

Q. Will aerospace and defense industries be able to receive these funding?

Expected technologies include "space, maritime, quantum, Al, etc.”

Q. Who gets on the board of the group to decide what tech is critical?

May end up with a huge competition to win subsidies

&
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Security of core infrastructure ensured by screening high-risk equipment

Core

Infrastructure
L

J

Goal
Securing the safety
of core infrastructure

4 )

Four pillars of the ESPA

- The government will screen (1) “critical equipment” owned by (2) “certain
large companies” that is in one of the (3) “core infrastructure industries.”

-”Core infrastructure”: Electricity, Gas, Oil, Water, Telecom, Broadcasting,
Postal Services, Finance, Credit Cards, Railways, Automobile Transport,
Airline Cargo, Airlines, Airports

N

- J

Future issues
Is it “economic

security,” “industrial
policy,” or

11

protectionism”?

[Issues for aerospace and defense industries]

Q. Defense industry is not identified as a “core infrastructure”
= Aerospace industry may be covered by “airlines”

Q. Will the government eliminate non-Japanese products altogether? If not,
how will they draw the line?

=Danger of being criticized for “protectionism” or “WTO violation”
Q. Shouldn’t this be subsidized?
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k:This will promote replacements of existing vulnerable systems
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Kishida administration is currently working towards revising the NSS
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The phrase
“economic security”
does NOT appear at

all in the LDP
recommendation
published in April
2022

Core

Supply Chains PPP on R&D Infrastructure

However, the
contents of the
recommendations
include issues
identified in the ESPA

The relationship between “economic security” policies and aerospace / defense industries needs to be

fleshed out
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