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2023 saw the beginning of a marked improvement 
in Japan-South Korea relations, which for decades 
had been marred by historical animosities. This 
upward trajectory continued throughout 2024.

Coinciding with the early stages of the 
rapprochement, both nations’ relationships 
with the People’s Republic of China (PRC) 
deteriorated on several fronts.

Soon after, the two nations moved closer to the 
US, reinvigorating a trilateral partnership focused 
on closer security and economic cooperation.

This report finds that:

 ◼ The recent rapprochement between Japan 
and South Korea was driven not only by shared 
security concerns, but also by challenges 
posed by the PRC’s technological rise to the 
two nations’ strategically weighted advanced 
manufacturing sectors.  

 ◼ This followed the PRC shifting from a largely 
complementary trade partner to both nations, 
to a competitive threat that overshadowed the 
two nations’ own longstanding trade rivalries, 
particularly in advanced technology sectors.

 ◼ It also followed growing economic security 
fears, fuelled in part by Beijing’s use of 
economic coercion and by the PRC’s supply 
chain dominance in critical minerals essential 
to the two nations’ semiconductor and electric 
vehicle (EV) industries.

 ◼ In response to these concerns, a focus of 
Japan-South Korea bilateral meetings has been 
cooperation to diversify supply chains and 
strengthen cutting-edge technology industries 
(i.e., tech industry ‘external balancing’).

 ◼ The alignment of this agenda with Washington’s 
tech war with Beijing helped strengthen the 
Japan-South Korea-US trilateral partnership, 
through which Japan and South Korea have 
gained access to US industry subsidies 
and supply chains (i.e., tech industry 
‘bandwagoning’). 

 ◼ Japan and South Korea’s tech industry 
cooperation could provide new opportunities 
for exports, investment and technology 
transfer for Australia’s critical minerals sector, 
potentially facilitating a downstream shift in 
tech industry value chains and buffering the 
impact of US-PRC tech wars.   

 ◼ The gravity of the trilateral partnership in 
Washington makes Japan and South Korea key 
partners for advancing Australia’s economic 
interests and perspectives on regional security 
to Washington. These include: 

• Promoting friendshoring and subsidy/
technology sharing over protectionism.

• Protecting US allies’ economic interests 
in PRC trade.

• Advocating for targeted trade restrictions 
over comprehensive tech/trade decoupling 
policies targeting the PRC.

 ◼ A widening technological sovereignty drive 
means the Tokyo-Seoul rapprochement could 
be a precursor to new forms of interplay 
between industry, security and foreign policy – 
for which Canberra should develop preemptive 
diplomatic and industry policy measures.   

Executive summary
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Row of robotic arms inside plant assemble batteries for automotive industry (IM Imagery / Shutterstock)
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2023 saw the beginning of a marked 
improvement in Japan-South Korea relations, 
which for decades had been marred by historical 
animosities. This upward trajectory continued 
throughout 2024.

After a 12-year freeze, ‘shuttle diplomacy’ – 
regular mutual visits by the two nations’ leaders 
– resumed in 2023. Japanese Prime Minister 
Kishida Fumio and South Korean President Yook 
Suk Yeol’s summit in Seoul in September 2024, 
their last meeting before Prime Minister Kishida 
left office, marked the 12th time the two leaders 
met in their official capacities.1 

Coinciding with the early stages of the 
rapprochement, both nations’ relationships with 
the People’s Republic of China (PRC) deteriorated 
on several fronts. Ties remain relatively cool 
despite the resumption, after a four-and-a-half 
year hiatus, of the PRC, Japan and South Korea 
annual trilateral summit in May 2024, which 
resulted in few substantive agreements.2  

These concurrent developments have generally 
been attributed to a deepening strategic 
alignment between Japan and South Korea 
built around shared security concerns about 
the PRC, as well as its ally North Korea and 
‘no limits’ partner Russia – factors that have 

also been attributed to the two nations’ 
subsequent strengthening of their trilateral 
partnership with the US.3 

This was indeed a significant driving force. Both 
nations in the lead-up to and the early stages 
of the Japan-South Korea rapprochement 
expressed similar concerns about Beijing’s 
hostility towards Taiwan, its muted response to 
North Korean missile launches, its participation in 
joint Sino-Russian air force incursions into their 
Air Defence Identification Zones (ADIZ) and its 
aggressive pursuit of territorial claims in the South 
and East China Seas.4

At the same time, concerns were also rising in 
Japan and South Korea about the economic 
dimension of the PRC’s rise. This had seen it in 
recent years rapidly shift from being a largely 
complementary trade partner to an increasingly 
potent competitor; a transformation that was 
beginning to overshadow the democratic nations’ 
own longstanding trade rivalries. 

The PRC’s rapid technological rise has seen 
it approach, and in some areas surpass, the 
advanced industrial strengths of its neighbours. 
In its ascent, moreover, Beijing has brought to 
bear an asymmetrical sum of fiscal, regulatory, 
demographic and strategic resources to dominate, 

South Korean President Yoon Suk Yeol and Japanese Prime Minister Kishida Fumio hold talks during a summit at the presidential office in 
Seoul, South Korea on September 6 2024 (Prime Minister’s Office of Japan)
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in particular, emerging high-tech industries that 
are pivotal components of Japan and South 
Korea’s own economic plans and national 
development visions. This could be seen as posing 
another, non-traditional kind of threat from the 
PRC; one that jeopardises both nations’ economic 
strategies and modernist self-identities as 
advanced industrial powerhouses.5  

These concerns are also a key component of 
Japan and South Korea’s understanding of an 
evolving economic-security nexus. The two 
nations’ economies are among the world’s most 
dependent on the PRC. Both nations have in recent 
years also been the target of economic coercion 
from Beijing,6 with South Korea targeted with 
a concerted campaign of economic retaliation 
in the wake of Seoul’s decision in 2016 to allow 
the installation of US Terminal High Altitude 
Area Defence (THAAD) anti-missile systems in 
South Korea,7 while Japan has been periodically 
subjected to coercive measures in response to 
maritime and other disputes.8 PRC critical mineral 
export restrictions, intellectual property theft 
by the PRC, supply chain disruptions caused 
by COVID-19 and the Russia-Ukraine War, and 
US-led tech industry sanctions targeting the 
PRC and Russia, have further shifted Japan and 
South Korea’s assessment of the risk factor 
of relying excessively on PRC supply chains 
and export markets.9 At the same time, there 
has been a growing awareness that foreign 
relations objectives traditionally pursued through 
kinetic warfare are increasingly being linked to 
potent forms of systemic power associated with 
asymmetric sovereign capacities and supply 
chain dominance, in the technologies driving the 
advancement of economies. 

Based on these factors, this report discusses 
how the PRC’s shift from a once complementary 
trade partner to a prime competitor to Japan and 
South Korea’s technology sectors has played a 
key role in motivating and shaping the two nations’ 
rapprochement and increased mutual enthusiasm 
for participation in the US-driven trilateral 
partnership. It shows, in particular, how both of 
these partnerships could in part be construed as 
coordinated economic responses to asymmetric 

threats to Japan and South Korea’s status as 
technology industry powerhouses, focusing on 
two key technology sectors that will drive the 
economies of the future: (1) electric vehicles (EVs); 
and (2) semiconductors. 

This report is structured as follows:

Section 2 overviews key developments in 
the rapprochement and briefly explores the 
significance of a ‘China factor’ as a motivator for 
closer Japan-South Korea ties. 

Section 3 explores the origin and evolution of 
‘complementarity vs competition’ as a core 
paradigm for Tokyo and Seoul’s appraisal of trade 
relations with the PRC and how the Japan-South 
Korea rapprochement coincided with growing 
concerns in both countries about Beijing becoming 
a potent competitor in the advanced/high-tech 
manufacturing sector.

Section 4 discusses how the rise of the PRC’s EV 
sector posed a growing challenge to Japan and 
South Korea’s economically significant automotive 
industries.

Section 5 reviews how heavy state support for the 
PRC’s semiconductor sector and growing US-PRC 
trade tensions have become a source of latent 
threats to Japan and South Korea’s strategically 
weighted semiconductor industries. 

Section 6 discusses how these concerns 
resonated with the focus of the Japan-South 
Korea rapprochement on technology industry 
cooperation (i.e., high industry tech ‘external 
balancing’), particularly in the areas of EV 
technologies and semiconductors. 

Section 7 explores how these factors facilitated 
and shaped Japan and South Korea’s increased 
engagement in the Washington-led US-Japan-
South Korea trilateral partnership. 

Section 8 examines the sustainability and 
potential ramifications of the rapprochement 
and trilateral partnership’s tech industry agenda, 
focusing on implications for Australia’s critical 
minerals sector and proposed policy responses.  
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On September 6-7 2024, outgoing Japanese Prime 
Minister Kishida Fumio visited Seoul for a summit 
with South Korean President Yoon Suk Yeol.

The visit was Kishida’s penultimate overseas trip 
as Japan’s prime minister,10 reflecting the weight 
Tokyo has placed on improving ties with Seoul, 
a relationship which had long been beset by 
territorial disputes and historical animosities. 

During the summit, Prime Minister Kishida stated 
that ‘over the past two years we have succeeded 
in opening up a new chapter in Japan-ROK 
bilateral relations’.11 Kishida and Yoon called for the 
two nations to sustain the momentum behind the 
improvement in relations in the face of leadership 
changes in Japan and the US.12 

Seoul has indicated that it aims to ‘continue the 
positive trend in Korea-Japan relations’13 and 
maintain ‘close’ communication and cooperation 
with Kishida’s replacement Ishiba Shigeru, who 
won leadership of the Japan’s ruling Liberal 
Democratic Party on September 27 2024 and is 
known for dovish views on Japan-South Korea 
ties. While, at the time of writing, discussions are 
continuing over who will assume power in the wake 
of an indecisive Japanese general election, South 
Korean officials and analysts have expressed the 
view that whatever the outcome, it is unlikely that 
bilateral relations will deteriorate significantly.14 

Seoul and Tokyo had made mending ties, and 
advancing cooperation, a diplomatic priority since 
early 2023, after a rocky start between Kishida 
and Yoon in 2022.15

On March 1 2023, Yoon, in an address marking the 
104th anniversary of the March 1 Independence 
Movement, stated that Japan had transformed 
from a ‘militaristic aggressor’ into a ‘partner’ that 
shared the same ‘universal values’.16 

On March 16 2023, he travelled to Tokyo for an 
85-minute meeting with Kishida, marking the 
resumption of leader-level bilateral exchange 
between the nations following a 12-year 
suspension.17 Yoon spoke of a ‘new start’ in Korea-
Japan relations,18 instructing his chief secretaries 
to immediately begin work on increasing security, 
economic and technological cooperation with 
Tokyo.19 Kishida said he hoped to ‘carve out a new 
era’ in the relationship.20 The Tokyo summit was 
soon followed by a reciprocal visit by Kishida to 
Seoul on May 7.21 

The leaders met again on May 21 2023 on the 
sidelines of the Hiroshima G7 summit, with Kishida 
noting that this third meeting in two months 
was ‘a clear sign of the progress’ in the bilateral 

Japanese Prime Minister Kishida Fumio and South Korean 
President Yook Suk Yeol head to the Japan-South Korea summit 
plenary meeting at the prime ministerial office in Tokyo, Japan 
on March 16 2023 (Prime Minister’s Office of Japan)

Seoul and Tokyo had made mending 
ties, and advancing cooperation, a 

diplomatic priority since early 2023, 
after a rocky start between Kishida and 

Yoon in 2022.
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relationship.22 Another meeting took place on July 
12 2023, on the sidelines of the NATO summit in 
Vilnius, where Kishida acknowledged Japan and 
South Korea’s shared efforts ‘to pave the way for 
a new era in the Japan-ROK bilateral relations’. 
He also ‘welcomed the progress of cooperation 
between the governments and the private sectors 
of both countries’.23 The two leaders also met on 
the sidelines of the G20 summit in New Delhi on 
September 1024 and on the sidelines of the APEC 
Leaders’ Week in San Francisco on November 16.25 

In 2024, the two leaders participated in bilateral 
talks on at least four more occasions.26

Beginning March 2023, Japan and South Korea’s 
administrations also engaged in a flurry of 
activities to further strengthen ties, including 
working to re-establish regular ministerial and 
official exchange, particularly in the finance, 
foreign policy and defence portfolios,27 reinstating 
each other on their lists of preferential trade 
partners,28 resuming stalled talks on a currency 
swap arrangement,29 scheduling discussions on 
cooperation in semiconductor manufacturing30 
and more.31 

On the back of these developments, Kishida 
and Yoon joined US President Joe Biden at the 
US presidential retreat Camp David in Maryland 
on August 18 2023, to ‘inaugurate a new era of 
trilateral partnership’. This involved, among other 
initiatives, an agreement to consult on shared 
security challenges and expand cooperation on 
supply chain resilience.32 The three leaders had 
previously met for trilateral talks on two occasions 
in 2022,33 but Camp David represented the first-
ever stand-alone trilateral summit, reflecting 
trilateral institutionalisation.34 The aim, US 
Ambassador to Japan Rahm Emanuel said, was to 
ensure a ‘new normal’ in trilateral relations.35 

Shared security concerns have been prominently 
cited as the main propellant of the Japan-South 
Korea rapprochement and the reinvigorated 
Japan-South Korea-US trilateral partnership. 

One key driver was the evolving threat posed 
by North Korea,36 which, on the back of a record 
number of weapons tests in 2022, entered 
2023 with its leader Kim Jong Un calling for an 
‘exponential’ expansion of its nuclear arsenal, 

followed by displays37 and tests38 of increasingly 
sophisticated weapons.

The second major driver was concerns about 
Beijing, which had become increasingly 
authoritarian at home and aggressive abroad.

Japan-PRC ties deteriorated after Kishida defied 
his ‘dovish’ pre-inauguration image with robust 
criticisms of Beijing.39 Against the backdrop of 
frequent incursions by the PRC into Japan’s Air 
Defence Identification Zone (ADIZ) and Exclusive 
Economic Zone (EEZ), Tokyo in late 2022 officially 
designated the PRC as an ‘unprecedented 
strategic challenge’ in an update to its National 
Security Strategy.40 Japan’s 2023 Defence White 
Paper reflected this change in stance, asserting 
that the PRC’s military build-up and activities had 
become a ‘serious concern’ and ‘the greatest 
strategic challenge’ facing the nation.41 

Seoul, in the meantime, experienced increasing 
tensions with Beijing under Yoon’s presidency 
as it moved to strengthen ties with Washington, 
expressed an openness to increase US THAAD 
missile deployments and adopted a more vocal 
stance on the South China Sea and Taiwan.42 
A diplomatic rift emerged following remarks by 
Yoon that ‘the Taiwan issue is not simply an issue 
between China and Taiwan’ but rather ‘a global 
issue’.43

These parallel concerns go some way to explaining 
the impetus driving Japan and South Korea’s 
rapprochement. However, these developments 
also coincided with rising, albeit less widely 
reported, concerns in Tokyo and Seoul about 
economic threats posed by the PRC.

As the PRC rapidly rose as a 
technological power, it was seen in both 
Tokyo and Seoul to be shifting from being a 
highly complementary trading partner 
specialising in labour-intensive 
manufacturing segments to the source of 
primary and potentially existential 
challenges 
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US President Joe Biden hosts a press conference with Japanese Prime Minister Kishida Fumio and South Korean President Yoon Suk 
Yeol at the Commanding Officers Loop at Camp David, Maryland, USA on August 18 2023. The ‘Commitment to Consult’ reached at the 
trilateral meeting is on display (Adam Schultz / White House)

As the PRC rapidly rose as a technological power, 
it was seen in both Tokyo and Seoul to be shifting 
from being a highly complementary trading partner 
specialising in labour-intensive manufacturing 
segments to the source of primary and potentially 
existential challenges to the two nations’ status 
as cutting-edge technology designers and 
manufacturers. Augmenting these anxieties were 
growing concerns that both nations’ heavy reliance 
on PRC supply chains,44 and critical minerals/rare 
earths in particular,45 posed a growing threat to 
their economic security.

These developments suggests a key second driver 
of the Japan-South Korea rapprochement: that 
the PRC’s technological rise was overshadowing 
longstanding trade tensions between the two 
nations and prompting a coordinated response 
against a shared and more potent challenger to 
their status as regional and global tech industry 
leaders.  
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Artist’s rendering of the flags of the PRC, Japan and South Korea (motioncenter / Shutterstock)

The notion of assessing the general tenor of trade 
with the PRC as a binary of complementarity or 
competition became prominent in Japan in the 
beginning of the 21st century. In the two decades 
since, the PRC’s technological rise has seen a 
marked shift whereby the trade relationship has 
increasingly come to be less complementary. In 
the more immediate lead-up to the Japan-South 
Korea rapprochement, longstanding unease 
about a rising economic threat posed by the PRC 
‘hollowing out’ Japanese industry was augmented 
by concerns that Beijing was explicitly aiming for 
market dominance in Japan’s signature advanced 
manufacturing strengths.

Seoul’s economic anxieties about the PRC began 
to mirror those of Tokyo as South Korea became 
a technological and economic near peer with 
Japan. Key among them was a similar narrative 
of trade competition with the PRC increasingly 
overshadowing complementarities, in addition to 
concerns that the PRC’s dominance in emerging 
technologies threatened the viability of South 
Korea’s tech industry-focused economic strategy.

Both Japan and South Korea have been 
particularly focused on the challenges that 
the PRC’s booming EV sector poses to their 
economically critical automobile industries (see 
Section 4) and by PRC supply chain chokeholds 
and industry subsidies to their semiconductor 
supply and industrial sovereignty (see Section 5).
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3.1 PRC trade complementarity vs 
competition: The view from Japan

The economic impact of the PRC’s industrial rise 
became a growing concern among Japanese firms 
towards the end of Japan’s so-called ‘lost decade’ 
(1991-2001).46 By 2002, reports from Japan’s 
Cabinet Office noted that over half of Japanese 
business were concerned that PRC firms’ price 
competitiveness posed challenges to domestic 
firms and could even ‘hollow out’ the nation’s 
manufacturing industry,47 with some voicing 
anxieties that the PRC’s rapid technological 
rise might see it ‘competing with Japan… in IT-
related and other goods that dominate Japanese 
exports’.48

These concerns were initially set aside by the 
government and other analysts.49 In their efforts 
to highlight the overall benefit of closer trade 
ties with the PRC, a new primacy was given to 
a paradigm for evaluating the general tenor of 
bilateral trade ties: that of an overarching duality 
of complementarity and competition, with an 
assessment that the former outweighed the 
latter.50

Part of this assessment was based on the 
observation that the most acute competitive 
challenges to domestic manufacturers were often 
posed not by PRC firms but rather by Japanese 
businesses that had shifted labour-intensive 
processes to the PRC.51 The Japanese government 
therefore encouraged other Japanese firms to 
improve their competitiveness by leveraging the 
PRC’s labour cost advantages while continuing to 
invest in innovation at home52 – ideas that were 
reflected in unfolding and subsequent industry 
trends.53 

Yet after the PRC’s economy surpassed that 
of Japan in 2010, the PRC’s ongoing shift into 
knowledge-intensive processes and growing 
locational advantages54 prompted suggestions, 
including from government bodies and think 
tanks,55 that the scale was beginning to tip 
from complementarity to competition, with the 
‘hollowing out’ of Japan’s industrial base being 
identified by some as a more serious possibility.56

These and other rising challenges saw the 
Japanese government under Abe Shinzo (2012-
2020) incentivise Japanese manufacturers to 

‘reshore’ to Japan and adopt a raft of structural 
reforms to strengthen the nation’s innovation and 
tech sector, including developing a startup ecology 
and introducing hard key performance indicator 
(KPI) targets. 

These measures, however, had limited success 
in reversing the trend. Leading into the 2020s, 
the contrast between the PRC’s rise and Japan’s 
relative decline in science and technology, 
including in key areas such as research funding 
and output, supercomputers and quantum 
technologies, received growing attention.57 
There was also growing unease that the PRC was 
targeting leadership in areas that overlapped with 
Japan’s advanced technology strengths,58 not only 
through industry subsidies, but also intellectual 
property theft and market disinformation.59 In 
response, Tokyo began to adopt firmer measures 
in relation to the PRC’s technological rise.

Japanese Prime Minister Abe Shinzo on a political campaign 
poster in Hachioji, Japan, July 2016 (Attila Jandi / Shutterstock)
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government and industry sources expressed 
concerns that ‘The PRC is strengthening its 
strategy of domesticating production so that 
Japan’s signature [advanced] manufacturing 
products become ‘made in China’.’ This was further 
described as being part of a plan to ‘[heighten] 
supply chain dependency on the PRC’ in order 
to ‘fight back and deter against’ foreign nations’ 
capacity to place curbs on the PRC’s foreign 
policy.64

These developments prompted a spate of 
government warnings to Japanese firms operating 
in the PRC to be wary of industrial espionage or 
forced technology transfer agreements.65 Over 
2023 there was a subsequent 15.3 percent drop in 
Japanese investment into the PRC.66 A September 
2024 poll found that almost half of Japanese firms 
based in the PRC are planning to cap or reduce 
investment in 2023, prompting a London based 
geo-economist to state, ‘We are now past Japan’s 
peak economic engagement with China’.67

3.2 PRC trade complementarity vs 
competition: The view from South 
Korea

In the 2020s, South Korea, which during this 
time reached economic and technological near 
parity with Japan, began to see clear parallels 
with Japan’s experience in its own shifting trade 
relationship with the PRC.

In December 2021, the Korea International 

Trade Association (KITA), the largest business 
organisation in Korea, noted that the ‘trade 
structure between [South Korea and the PRC] 
has been shifting from a complementary one 
based on specialisation to one of mutual 
competition.’68 It also noted, however, that this 
was mainly confined to medium-high technology 
categories, as opposed to South Korea’s 

In the 2020s, South Korea... began 
to see clear parallels with Japan’s 
experience in its own shifting trade 
relationship with the PRC.

The first of these, following the US lead, was export 
controls of military and dual-use technologies.60

The second was a strengthened domestic subsidy 
program to onshore the production of advanced 
digital, green energy and other technologies.61

These government initiatives were supported 
by large sections of Japan’s traditionally anti-
interventionalist business community, reflecting 
heightening private sector concerns about 
threats emanating from the PRC. In a 2020 poll 
of 3000 Japanese businesspeople, 46 percent 
of respondents said that Japanese companies 
‘should reduce’ cooperative investments with PRC 
companies and research entities. Almost one-third 
agreed that Japan ‘should sever’ economic ties 
with the PRC completely, with just over one third 
disagreeing.62

In May 2022, Tokyo enacted broad scoping 
economic-security legislation, the Economic 
Security Promotion Act. The legislation included 
provisions for providing government support 
for research and development on cutting-edge 
technologies and other measures to preserve 
Japan’s technological sovereignty, as well 
as sanctions for leaking critical Japanese 
technologies and intellectual property.63 That 
same year, Takaichi Sanae, a long-time critic of 
Beijing’s trade practices, assumed the position of 
Japan’s Minister of State for Economic Security, 
overseeing the implementation of the act.

But perhaps the most influential concern, voiced 
in the immediate lead-up to the Japan-South 
Korea rapprochement, was that PRC tech industry 
competition was no longer primarily the result of 
an organic technological rise, but was directly 
targeting Japan’s most important strategic 
sectors. In a February 2023 NHK news report, 

perhaps the most influential concern… 
was that PRC tech industry competition 
was no longer primarily the result of an 

organic technological rise, but was 
directly targeting Japan’s most important 

strategic sectors.
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strategically prioritised high technology industries 
including semiconductors, electronics and 
communications.69    

Yet in February 2023, the Korean Centre for 
International Finance, a think tank funded jointly 
by the Korean government and the nation’s central 
bank, the Bank of Korea, released a report which 
said:70 

Since 2016, when the PRC strongly pushed its 
‘Made in China 2025’ plan to foster advanced 
manufacturing and advance its industry in 
order to expand procurement from domestic 
sources, the elasticity of ROK exports to 
the PRC declined, and the existing export 
coupling synergy weakened. This means that 
ROK-PRC exports have already shifted from 
complementarity to competition.

These findings were cited later in the year by the 
South Korean National Assembly Budget Office’s 
Economic Outlook for 2024 and the Medium-Term.71 
Resonating with the findings of earlier Japanese 
reports, the Outlook stated that South Korea’s 
ongoing 12-month deficit with the PRC – the first 
since 2008 – was caused by the PRC ‘changing its 
industrial structure from the established structure 
of converting intermediate goods imports into 
final product exports to converting raw material 
imports into intermediate goods exports’. It 
attributed ‘the reduction of the relative weight of 
South Korea’s exports to the PRC’ to a shift from 
a ‘complementary and coupled relationship to a 
competitive relationship’.72

Strengthening these fears were growing concerns 
that South Korea was losing its technological 
edge. A May 2023 survey of 300 business by 
the South Korea’s Chamber of Commerce and 
Industry showed widespread perceptions that 
the technological gap between South Korean 
and PRC industries was shrinking, with nearly 40 
percent of respondents saying that PRC industries 
were less than three years behind South Korea in 
‘technological competitiveness’ (기술 경쟁력) 73 – a 
Korean-devised measure that combines indicators 
for technological superiority with those relating to 
marketability and commercial feasibility. Almost 
the same number felt that the two nations were at 
a comparable level.74

Moreover, in May 2023, a KITA report showed 
that the PRC’s competitiveness had extended 
to the very emerging technology industries that 
had been targeted by South Korea as growth 
drivers. Overviewing competitive threats to 
five key emerging industries – next generation 
semiconductors, next generation displays, EVs, 
secondary or rechargeable batteries and biohealth 
– the report noted that the PRC was the greatest 
threat overall, with ‘the largest global export 
share in three items: next generation chips, next 
generation displays and secondary batteries’.75 
It observed further that the PRC’s lead over 
South Korea in export market share has since 
2016 has increased for each of the five emerging 
technologies and ‘competition with China for 
leadership… is expected to continue for the 
medium to long term.’76

In line with these shifting circumstances and 
views, 2023 saw South Korean foreign direct 
investment (FDI) into the PRC plummet 78 percent, 
including a marked reduction in the PRC’s share 
of South Korean exports in advanced industry 
commodities.77 The first half of the year also saw 
marked reductions in PRC-bound exports in the 
two other categories, semiconductors and electric 
vehicles.78

Bank of Korea building in Seoul on April 9 2023 (Tupungato / 
Shutterstock)
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of the top 10 selling models were Chinese (with 
Tesla in second place).81 Following the ongoing 
rising market share of plugin vehicles, Chinese 
cars are predicted to capture 59 percent of the 
PRC domestic market in 2024, rising to 72 percent 
in 2030.82

The competitive advantages of PRC EV makers 
has been augmented by the PRC’s dominance 
over the supply chain of critical minerals for 
batteries, as well as battery production.83 There 
are additional concerns that this control could be 
weaponised against the PRC’s competitors, with 
the PRC, on national security grounds, restricting 
the export of high grade graphite, a key material 
in EV battery supply chains, in December, followed 
by antimony, which is used to enhance battery 
performance, in August 2024.84 

The burgeoning rise of the PRC’s EV industry was 
a central feature driving a marked decline in Japan 
and South Korea’s PRC-bound exports, bleaker 
prospects which saw a reduction of their industrial 
footprint in the world’s largest car market, as well 
as growing competitive challenges internationally. 
This is expected to continue, with the PRC 
carmakers forecast to capture a third of the global 
market in 2030.85 With Boston Consulting Group 
last year forecasting that EVs would make up 
one-fifth of global light vehicle sales by 2025 and 
almost 60 percent by 2035,86 the rise of PRC EVs 
could have broader implications for Tokyo and 
Seoul, whose respective automotive industries 
have important symbolic, political and economic 
significance.

4.1 Rising competition from PRC 
electric vehicle makers

A key symbol of the PRC’s shift from trade 
complementarity towards becoming a prime 
competitor to Japan and South Korea’s advanced 
manufacturing industries were the contrasting 
fortunes of the three nation’s automotive sectors. 

This was particularly evident in the respective 
trajectories of their sales performance in the 
world’s largest car market – the PRC – during and 
in the lead-up to the rapprochement.

According to the China Association of Automobile 
Manufacturers, PRC carmakers saw a 23 percent 
growth in domestic sales in 2022, with their share 
in the domestic market rising from 47 percent to 
53 percent in the first quarter of 2023.79 Growth 
in EV sales – dominated by PRC models – was a 
major factor behind the rise.80 Eighty percent of 
EVs sold in the PRC in 2022 were produced by 
Chinese automakers and by December 2023, nine 

The burgeoning rise of the PRC’s EV 
industry was a central feature driving a 
marked decline in Japan and South 
Korea’s PRC-bound exports, bleaker 
prospects which saw a reduction of their 
industrial footprint in the world’s largest 
car market, as well as growing 
international challenges. This is 
expected to continue

BYD Auto at the International Auto Show in Guangzhou, PRC on 
May 1 2024 (humphery / Shutterstock)
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4.2 Competitive challenges facing 
Japanese automakers

Throughout the 21st century, Japan has been a 
global top three producer of vehicles and one 
of the top two passenger vehicle producers.87 

In 2014, Japan’s Ministry of Economy, Trade and 
Industry termed the automotive sector Japan’s 
‘national industry’. It forecast the sector to play a 
key role in the government’s plan for the nation’s 
‘rejuvenation’.88 

The industry continues to be of significance to 
Japan’s economy and political economy more 
broadly. Vehicle and vehicle parts were Japan’s 
second highest export category by value in 2022 
(after dropping from first place in 2021), only 

behind the aggregated category of machinery, 
mechanical appliances and nuclear reactors/
boilers.89 According to the 2023 Forbes Global 
2000 list, Japan’s three largest companies by 
sales, each with earnings over US$100 billion, 
were carmakers: Toyota, Mitsubishi and Honda.90 

And according to 2018 figures, the automotive and 
automotive parts industry directly and indirectly 
sponsored the employment of about 5.4 million 
people, or around eight percent of Japan’s 
workforce.91 

However, Japanese industry appraisals in 2023 
presented the view that PRC competitors posed a 
daunting challenge, with Honda’s head Toshihiro 
Mibe stating that PRC producers were ‘ahead of us 
more than we thought’.92 

These perceptions reflected sobering PRC sales 
figures for Japanese automakers. Japanese vehicle 
exports to the PRC had slumped 4.7 percent in 
2022 and this slump accelerated towards the end 
of that year, with December sales falling nearly 30 
percent year on year (YoY).93 The trend continued 
into 2023 with total sales of Japanese auto brands 
in the PRC first quarter YoY sales falling by 32 
percent, ‘more than double the pace of the overall 
market contraction’, according to Reuters.94 In 
October 2023, Mitsubishi announced that it would 
end production in the PRC.95

An additional problem for Japanese carmakers in 
2023 was that their PRC competitors had already 
leveraged their success in the world’s largest car 
market to build the requisite production capacity 
and capital to aggressively expand internationally.

Figures released by the Japan Automobile 
Manufacturers Association in January 2024 
showed that the PRC overtook Japan as the world’s 
biggest vehicle exporter in 2023, assisted by its 
dominance in EVs. 

Honda head Toshihiro Mibe gives a speech at a press 
conference during the 2024 CES trade show, held at the Las 
Vegas Convention Center in Nevada, USA on January 9 2024 (Jay 
Hirano / Shutterstock)

By mid-2023 one-third of the PRC’s 
car exports were EVs, compared to 
only four percent in Japan. At the same 
time PRC EV exports... began rapidly 
expanding in Japan’s EV export 
strongholds.
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September 2023, the South Korean Ministry of 
Trade, Industry and Energy said it would ‘spare no 
support’ to ‘foster electric vehicles as a key export 
engine’ through a US $8.2 billion investment.102

In terms of global competitive pressures, South 
Korea’s automotive industry fared better 
than Japan in the lead-up to the two nations’ 
rapprochement.103 South Korean carmakers 
also made gains in EV sales, which crossed the 
previous annual record of US$5.42 billion (2022) in 
only two months in 2023. February’s exports were 
83.4 percent higher than those of the same month 
in the previous year and were followed by near 
double YoY growth in EVs in May.104

At the same time, however, South 
Korean automakers’ difficulties against 
domestic competitors in the PRC were 
reaching a new threshold. 

In 2022, South Korean car sales in the PRC fell 27.3 
percent.105 This brought Korean cars’ PRC market 
share to less than two percent, down six points 
from 2016,106 with the PRC accounting for 0.1 
percent of South Korea’s EV global exports.107 

By early 2023, PRC carmakers had also eroded 
the share of Korean competitors in other key EV 
export markets, particularly in Southeast Asia 
and Australia.108 The PRC also made inroads in 
South Korea’s domestic market, taking nearly a 
half share of South Korea’s new energy buses 
and trucks sales, forcing Korean production 
to roughly halve between 2015 and 2022.109 
In an interview in June 2023, a representative 
from the Korea Automotive Technology said 
that Korean carmakers were ‘slightly falling 
behind’ PRC competitors in the strategically 
important European market.110

According to the International Energy Agency, the 
PRC in 2022 already achieved a share of roughly 
35 percent of the rapidly growing global EV export 
market, up 10 percentage points in a single year, 
while Japan saw its share drop from around 25 
percent to less than 10 percent in four years (2018-
2022).96 By mid-2023 one-third of the PRC’s car 
exports were EVs, compared to only four percent 
in Japan.97 At the same time PRC EV exports, which 
had already ballooned eightfold over the five 
years leading to 2023, began rapidly expanding in 
Japan’s EV export strongholds.98 

More challenges lie ahead. PRC carmakers are 
expanding abroad and are forecast to take 33 
percent of the global market share by 2030.99 
Yet the major impact could come from the PRC’s 
lead in EV technologies, particularly as the world 
hastens its transition away from gasoline cars. 
According to Japan and the global transition to zero 
emission vehicles, a report compiled by the Climate 
Group in mid-2022, Japan’s sluggishness in the EV 
market, which Chinese carmakers are dominating, 
means Japan’s car industry risks losing 1.7 million 
jobs and billions in profits, which could prompt a 14 
percent drop in the nation’s GDP.100

4.3 Competitive challenges facing 
South Korean automakers

South Korea’s automotive industry also plays a 
pivotal role in shaping the country’s national brand, 
industry structure and economic fortunes.101 

The industry in 2020 accounted for roughly three 
percent of the nation’s GDP and over 11 percent of 
employment in the manufacturing sector. The 2023 
Fortune 2000 listed two automotive industries in 
the nation’s top three (Hyundai at 2, KIA at 3), while 
Samsung, which tops the list, is a supplier of high-
tech automotive components. 

The industry has also long been a key symbol of 
South Korea’s rise as an advanced manufacturing 
hub, with two Korean companies in the global top 
20 car makers in 2022 and nine Korean companies 
among the top 100 auto parts makers in 2021. 

In recent years Seoul has aimed to make South 
Korea a global top three producer of what it 
calls ‘new vehicles’ (i.e., environmentally friendly 
vehicles), with the aim of capturing a 12 percent 
global market share in the EV market by 2030. In 

By early 2023, PRC carmakers had 
also eroded the share of Korean 
competitors in other key EV export 
markets, particularly in Southeast 
Asia and Australia. The PRC also made 
inroads in South Korea’s domestic 
market
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In addition to competitive pressures to their 
automotive industries, concerns in Japan and 
South Korea are also growing around PRC 
challenges to their semiconductor industries, 
which are heavily weighted in both countries’ 
economic planning. Relative to the automotive/
EV industries, the nature of these challenges 
is more latent than pressing and involves a 
complicated mix involving intellectual property 
theft, supply chain concentration concerns, 
security concerns and opportunity costs or 
collateral damage from US-PRC competition for 
semiconductor supremacy. 

5.1 The PRC’s advancements in 
cutting edge semiconductors

The PRC has consistently been the world’s largest 
semiconductor exporter by volume. But arguably 
of greater concern to Japan and South Korea has 
been Beijing’s concerted attempt to mobilise 
its enormous fiscal and regulatory resources to 
become a tech leader in the industry. 

A 2017 report from the European Union Chamber 
of Commerce stated that the China Manufacturing 
2025 plan mobilised ‘hundreds of billions of euros 
of funding in the form of subsidies, funds and other 
channels of support’111 for high tech industries 
including semiconductors, while a 2019 OECD 
report found ‘government involvement’ in the 
semiconductor industry ‘to be especially large in 
one jurisdiction’ (i.e., the PRC), with ‘non-market 
forces… considerably stronger in China than in 
the other economies’.112 

In 2014, Beijing launched the China Integrated 
Circuit Industry Investment Fund, also called 
the ‘Big Fund’, which planned to establish three 
state-supported investment funds dedicated to 
supporting the domestic chip industry within 10 
years – the first (2014) with a registered capital of 
CN¥139 billion yuan, the second (2019) at CN¥204 
billion and the third (2024) valued at CN¥355 billion 
yuan (for a combined value of roughly US$100 
billion). In the lead-up to the rapprochement in late 
2022 it was announced that Beijing was working 
on an additional CN¥1 trillion yuan (approximately 
US$140 billion) support package.113 

In addition to falls in Japan and South Korea’s 
exports to the PRC, the semiconductor industries 

of both nations have raised concerns about 
PRC competitors benefiting from unauthorised 
transfers of semiconductor technologies. Seoul 
has been battling what has been described 
as aggressive attempts to poach talent and 
information from South Korea’s semiconductor 
industry using ‘both legal and illegal means.’114 
Similar concerns were being harboured in Japan, 
particularly in relation to its semiconductor 
manufacturing equipment industry.115  

Some of these fears about the PRC’s rise as a 
core competitor in the semiconductor sector have 
begun to materialise. In August 2023, for example, 
PRC chip-maker Semiconductor Manufacturing 
International Corporation surprised competitors by 
achieving mass production of a 7-nanometer chip 
with expectations that it will achieve a large-scale 
production of 5-nanometer chips – one generation 
behind Apple’s cutting edge 3-nanometer chip – 
within the next few years. In the first two months 
of 2024, PRC chip exports increased almost 30 
percent.116 

Augmenting qualms about competitive challenges 
stemming from the PRC in the advanced 
semiconductor sector are supply chain security 
concerns as well as the possibility of Beijing using 
semiconductor supremacy to gain a military edge. 

According to the Mercator Institute for China 
Studies, Beijing has been ‘building up both the 
legal framework and the market power to exploit 
dependencies in the semiconductor industry’,117 
in which it has become the leading supplier of 
raw material inputs.118 In August 2023, Beijing 
began restricting the export of gallium and 
germanium119 – rare earths used in the production 
of semiconductors – and implemented an export 

Augmenting qualms about 
competitive challenges stemming from 
the PRC in the advanced semiconductor 
sector are supply chain security 
concerns as well as the possibility of 
Beijing using semiconductor supremacy 
to gain a military edge.
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ban on rare earths processing technology.120 
Both Japan121 and South Korea’s122 automotive 
industry output had previously been impacted 
by semiconductor supply shortages caused 
by the PRC’s strong measures to combat 
the COVID-19 pandemic. 

5.2 Impact on South Korea’s 
semiconductor industry 

In 2023, South Korea’s semiconductor exports 
were valued at US$131 billion, with the industry 
seeing a US$25 billion trade surplus. Its share of 
overall exports was over 20 percent for that year, 
down from a high of 25 percent in 2021.123 

Reflecting the importance the government 
attaches to the industry, several subsidy 
schemes have been introduced to support the 
industry, including former president Moon Jae-
in’s US $380 billion ‘K-Semiconductor Belt 
Initiative’124 (later rescinded), the 2022 Korean 
Chips Act (K-Chips Act) and a recent US$19 billion 
government support package.125 President Yoon 
has described international competition in the 
sector as a ‘war’.126 

As was the case of the automotive industry, the 
lead-up and early stages of the Japan-South 
Korea rapprochement coincided with large drops 
in South Korean semiconductors to the PRC. The 
growth rate of PRC-bound exports collapsed in 
2022 (from 22.9 percent in 2021 to 3.7 percent),127 
and in January 2023 South Korean PRC-bound 
export volumes dropped by almost half YoY (46.6 
percent).128 This trend continued through to the 
rapprochement period, with particularly steep 
YoY drops in April (38 percent)129 and July (over 40 
percent).130 South Korean semiconductor exports 
to the PRC hit a seven-year low in 2023,131 before 
rebounding in 2024.132 

The PRC remains a key market for South Korean 
semiconductor exports.133 Yet the PRC’s drive 
for chip self-sufficiency134 and the prospect of 
intensifying US export restrictions on advanced 
semiconductors, casts a cloud over the industry’s 
long-term prospects in the PRC market. 

In 2024 the PRC is continuing to rapidly ramp 
up production capacity (18 new projects and 
13 percent YoY capacity growth in 2024),135 with 
forecasts that it could ‘dominate’ the legacy chip 
market and pose a competitive threat to top end 
producers in the coming years.136 South Korea also 
faces the prospect of enormous opportunity costs 
to its heavily weighted advanced semiconductor 
sector should it defy future US export restrictions 
targeting the PRC, with South Korea’s 
competitiveness in advanced semiconductors 
heavily reliant on its position in an industry 
symbiosis with the US and Japan, which provide 
cutting edge design services and semiconductor 
manufacturing equipment.137 

5.3 Challenges for Japan’s 
semiconductor ‘renaissance’

As with the case of South Korea, a similar gravity 
is afforded technological sovereignty in the 
semiconductor industry in Japan, which is pursuing 
a ‘renaissance’ in an industry138 it dominated in the 
1980s. Japan remains, however, a leading player 
in the semiconductor manufacturing equipment 
sector and materials sectors,139 in which its 
global market share is 32 percent and 56 percent 
respectively.140   

Japan’s subsidies for its semiconductor industry 
are the highest in the world on a per-capita basis 
(roughly 0.7 percent of GDP), reflecting its resolve 
to develop the industry. A recent statement from 
Japan’s Ministry of Economy, Trade and Industry 
announced policies to develop the industry as 
a ‘national project’ comparable to ‘policies on 
securing energy and food’, saying leadership 
in the industry was needed ‘to ensure Japan 
remains strategically essential and strategically 
independent amid the conflict for technological 
hegemony between the US and China’.141

Japan’s sales of semiconductor manufacturing 
equipment to the PRC also fell more than 30 
percent for the first half of 2023 against the 
backdrop of the implementation of US export 
restrictions,142 following a 16 percent fall in the 
last quarter of 2022.143 While the reduction 
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follows US restrictions, Japan’s export bans 
directed at the PRC could be motivated by 
fears of the PRC targeting the appropriation/
transfer of semiconductor manufacturing 
commodities, such as photoresist technology,144 
with PRC industry executives arguing that Japan’s 
export controls could ‘go further’ than those 
imposed by Washington.145   

Silicon wafers and microcircuits on an automated robotic arm (asharkyu / Shutterstock)
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Corresponding with concerns about competitive 
challenges posed by the PRC’s technological 
rise, a key focus of high-level meetings between 
Japan and South Korea in 2023 was strengthening 
collaboration in high-tech sectors and their supply 
chains, with an emphasis on EV technologies 
and semiconductors. This lends credence 
to the premise that the Japan-South Korea 
rapprochement may have in part been pursued as 
a high-tech industry ‘external balancing’ strategy 
– i.e., a strategy of cooperating with a partner to 
reduce the capability asymmetries posed by a 
greater power.  

This economic emphasis, while arguably 
understated in international press coverage, 
was evident from the very beginning of the 
rapprochement. 

For instance, South Korean President Yoon’s 
solution to the forced labour compensation deal, 
which laid the foundations for the rapprochement 
by blocking reparation actions against Japanese 
countries,146 functioned to reduce sovereign risk 
perceptions among Japanese investors. 

The symbolic ‘future partnership fund’ jointly 
announced by the Keidanren (Japan Business 
Federation) and the Federation of Korean 
Industries147 as an alternative to compensation 
also soon switched from primarily tackling social 
issues to strengthening industrial cooperation 
in areas including semiconductor supply chain 
resilience.148 

In a similar vein, in the wake of the first leaders’ 
summit, Tokyo’s immediate response was not a 
security agreement but an economic measure 
– the lifting of a protracted export ban on 

South Korean goods crucial for the production 
of semiconductors.149 And prior to the March 
2023 leaders’ summit, Yoon said that he hoped 
that the two nations’ business communities 
could ‘cooperate to build secure supply 
chains in advanced industries areas including 
semiconductors, batteries and electronic vehicles’ 
and ‘respond in unison to global concerns’.150 

This economic focus continued throughout the 
early rapprochement period. Immediately after the 
March summit, for instance, Yoon met with South 
Korean and Japanese business leaders, including 
the heads of each nation’s premier industry 
bodies. Yoon told meeting participants, ‘We need 
to cooperate especially in the fields of cutting-
edge technologies and new industries of digital 
transition, semiconductors, batteries and electric 
vehicles’,151 and noted that ‘the governments of 
the two countries will do everything to help you 
interact freely and create innovative business 
opportunities’.152

On March 24 2023, South Korea’s Minister of 
Economy and Finance and Deputy Prime Minister 
Choo Kyung-ho announced plans to support 
cooperation in new industries and enhance supply 
chain cooperation between the two nations though 
a new semiconductor cluster near Seoul, as well 
as other measures including establishing a joint 
Japan-South Korea R&D venture fund and a 
cooperation network to facilitate joint bidding for 
overseas infrastructure projects.153 

The following month, South Korea’s POSCO Group 
signed a deal with Honda to produce cathode 
materials for battery electric vehicles. 

On May 18 2023, Yoon met again with Japanese 
business leaders, after which he stated, ‘Mutually 
complementary co-operation is possible between 
South Korean companies, which possess excellent 
manufacturing technologies, and Japanese 
companies, which are highly competitive in 
materials, components and equipment’.154

Later that month, Kishida met with the head of 
Samsung’s device solutions division, who shared 
the company’s plan to build a JP¥30 billion 
(US$215.9 million) research and development 
facility for semiconductors in Japan.155 

In March 2023, the head of Korea’s LG Energy 
Solutions told reporters that the company was 

the Japan-South Korea 
rapprochement may have in part been 

pursued as a high-tech industry 
‘external balancing’ strategy – i.e., a 

strategy of cooperating with a partner to 
reduce the capability asymmetries 

posed by a greater power.
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engaged in talks with Toyota for a joint EV battery 
venture.156 A deal was signed in October that 
year.157 A similar venture between LG Energy 
Solutions and Honda had been announced one 
week after US President Biden signed the Inflation 
Reduction Act (IRA) into law in mid-2022,158 with a 
joint venture EV battery plant opened in Ohio in 
February 2023.159

Cooperation on semiconductors was also 
advanced in July 2023 during the Korea-Japan 
Industrial Cooperation Forum.160 In the same 
month, South Korea’s battery manufacturer 
SK announced plans to heavily invest in 
semiconductor materials, components and 
equipment in both Japan and the US, beginning 
with Japanese semiconductor material and 
component companies.161

South Korean President Yoon Suk Yeol attends a Japan-Korea Business Roundtable meeting in Tokyo, Japan on March 17 2023 (Office of 
the President, Republic of Korea)
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The previous sections show how the Japan-
South Korea rapprochement facilitated efforts to 
increase high-tech industry collaboration against 
the backdrop of rising anxieties about competitive 
and supply chain security threats to that sector 
stemming from a rising PRC.

This, in turn, arguably also facilitated tech 
industry cooperation playing a greater role in the 
two nation’s trilateral partnership with the US. 
Notably, in August 2023, supply chain security 
and ‘robust cooperation in the economic security 
and technology spheres’162 – foremost among 
them semiconductors and EV technologies – were 
highlighted as key elements of the partnership 
during a trilateral leaders’ meeting at Camp David 
in August 2023 – a meeting which was described 
by Kishida, Yoon and Biden as ‘inaugurat[ing] a 
new era of trilateral partnership.’163

The economic motive for this grouping appears to 
be in part driven by the PRC’s rapid and disruptive 
rise as a tech industry superpower, in conjunction 
with its supply chains dominance in the critical 
commodities that feed this industry, which 
threatens the US, as another established tech 
power, in ways that are similar to Japan and South 
Korea. Washington’s responses to this challenge, 
however, went further than was the case of the 

Asian democracies, involving the mobilisation of 
significant fiscal resources and punitive regulatory 
measures to prosecute what has been described 
as a ‘tech war’ against the PRC. To the extent that 
gaining preferential access to or protection from 
these measures was a motivating factor for Tokyo 
and Seoul, their cooperation to strengthen the 
trilateral partnership could thus be described as 
reflecting a high-tech industry ‘bandwagoning’ 
strategy – one in which the smaller nations 
(i.e., Japan and South Korea) tapped into the 
asymmetric capabilities of a greater nation (i.e., 
the US) to head off the tech industry challenges of 
a third party (i.e., the PRC).   

US President Joe Biden greets South Korean President Yoon Suk Yeol and Japanese Prime Minister Kishida Fumio at the trilateral summit 
at Camp David, Maryland, USA on August 18 2023 (Erin Scott / The White House)

The economic motive for this grouping 
appears to be in part driven by the PRC’s 
rapid and disruptive rise as a tech 
industry superpower, in conjunction with 
its supply chains dominance in the 
critical commodities that feed this 
industry
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US ‘tech war’ measures, particularly subsidies 
to boost technological sovereignty, presented a 
challenge to Japan and South Korea’s industries. 
Tokyo and Seoul were also reluctant to become 
entrapped in US-PRC competition and have 
opposed some of the more robust aspects of 
Washington’s responses to the PRC’s rise that 
were deemed to adversely impact their own 
economic interests in trading with the PRC – 
in particular South Korea, which has shown 
reluctance in fully participate in the Chips 4 
Alliance, and which has resisted sacrificing the 
interests of its semiconductor manufacturers in 
the PRC.164 However, aside from the spillover of 
shared security concerns, significant economic 
developments likely played a key role in motivating 
Tokyo and Seoul to overlook these risks to 
some extent and lean towards the US as a core 
advanced tech industry partner. Key among them 
was that:

 ◼ The shift from trade complementarity to 
competition with the PRC saw the US become 
the largest market for Japanese exports for 
the first time in four years in 2023. Since 2021, 
the PRC’s share of South Korean exports has 
been steadily dropping, with the US’ share 
increasing.165

 ◼ Tokyo-Seoul solidarity increased their 
prospects of accessing new US industry 
subsidies, helping reduce asymmetries posed 
by the PRC and at the same time mitigate the 
threat of US protectionist policies.  

7.1 The US vs the PRC as 
economic partners: A shifting 
security-economic equation 

While the PRC remains an important trading 
partner for both Japan and South Korea, Tokyo 
and Seoul’s decision to strengthen tech industry 
cooperation with each other and the US coincided 
with a significant trade factor – in both cases, in 
part due to shrinking trade complementarities 
with the PRC, Japan and South Korea saw the US 
start to overtake the PRC as the most important 
destination for their exports and, in particular, their 
advanced manufacturing/technology goods. 

For Japan, PRC-bound exports fell dramatically 
in 2022 in the lead-up to the rapprochement, 

as exports to the US grew, bringing to two 
superpowers’ Japanese import volumes to near 
parity (with South Korea in third place). In the first 
quarter of 2023, coinciding with the early stages 
of the Japan-South Korea rapprochement, exports 
to the US grew 9.4 percent, led by a boost in 
shipments of cars.166 In 2023, the US overtook the 
PRC as Japan’s largest export market.167 

South Korean foreign policy has long been 
associated with the slogan ‘USA for security, PRC 
for the economy’ (안미경중). Yet this paradigm 
was challenged in the lead-up to and during the 
rapprochement. 

According to the Bank of Korea, the US became 
South Korea’s largest goods export market in 
2022,168 and the largest overall export market 
in the first quarter of 2024 – a 21-year first.169 
This shift was led by weakening demand for 
semiconductors in the PRC170 and rising car 
exports to the US.171 Shifts in balance of trade 
were particularly notable in the lead-up to the 
rapprochement. In the first quarter of 2023, Seoul 
recorded its largest ever trade deficit (US$7.9 
billion) with the PRC (following a US$10 billion 
deficit for 2022),172 while it achieved a healthy trade 
surplus with the US (over US$15 billion) over the 
first four months of the year.173 Noting perceptions 
that this trend could prove resilient, a study by 
the Center for Strategic & International Studies 
said that the causes of South Korea’s trade 
deficits with the PRC are ‘not transitory but more 
structural’, driven predominantly by the PRC’s 
technological rise.174 PRC-bound exports have 
nonetheless since rallied, with the PRC reclaiming 
the title of top export market in the first half of 
2024.175

Japan’s component and materials 
technology, Korea’s mass production 
technology and America’s AI chips are all 
required. And if there is one element 
missing, there will be no innovation.

Kishida Fumio
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The US also grew in significance for both nations 
as a source of inbound investment. In 2022, 
the US was Japan’s biggest source of FDI, with 
a 21.7 percent share valued at JP¥1.4 trillion 
(roughly US$9.7 billion), while the PRC’s share 
was marginal.176 In South Korea, US-sourced 
investment in 2023 (US$6.1 billion) roughly double 
the figure of PRC-sourced FDI (US$3.1 billion).177

At the same time, Japan and South Korea’s 
aspirations to increase their standing as 
global leaders in the semiconductor industry 
made an important aspect of their economic 
complementarity with the US – particularly, their 
symbiotic relationship in advanced semiconductor 
manufacturing – a key motivation for increased 
trilateral collaboration. In February 2024, Kishida 
stated that ‘Japan’s component and materials 
technology, Korea’s mass production technology 
and America’s AI chips are all required. And if 
there is one element missing, there will be no 
innovation.’178

7.2 Tapping into US subsidies

A second likely reason for the tilt towards trilateral 
technology cooperation with the US was the 
prospect of tapping into generous US industry 

subsidy programs – in particular, the IRA and the 
CHIPS and Science Act, both of which became law 
in 2022. 

A notable challenge Japan and South Korea faced 
from the PRC was an inability to match the latter’s 
capacity for subsidising and providing regulatory 
support for its advanced industries.

Beijing is estimated to have spent about US$57 
billion to support EV purchases between 2016-
2022,179 and a further US$72 billion four-year 
package of tax breaks to boost weakening sector 
growth in 2023.180 

For a rough scale comparison, South Korea in 
2020 invested roughly US$330 million in funding 
to develop eco-friendly vehicles,181 and in June 
2023 Japan raised government support for EV 
secondary battery supply chain security to over 
US$2.2 billion.182 

And while Japan’s subsidies to its semiconductor 
industry are the highest in the world as a 
percentage of GDP, their total, at less than US$30 
billion dollars, still fall far short of those provided 
by the PRC.183 

Similarly, in 2021, the Korean government under 
Moon Jae-in attempted to establish a KR₩510 

US President Joe Biden signs H.R. 5376, the ‘Inflation Reduction Act of 2022’, in the State Dining Room of the White House on August 16 
2022 (Cameron Smith / White House)
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trillion fund (roughly US$380 billion in today’s 
exchange rates) for a ‘K-Semiconductor Belt 
Initiative’,184 however, the program faced legal 
issues and political opposition and was replaced 
in 2022 by a less ambitious Korean version of the 
CHIPS Act with an unspecified budget. In 2023, 
a fund of KR₩2.8 trillion (around US$2 billion) 
was made available to support South Korea’s 
semiconductor industry in the 2024 budget,185 
and in mid-2024 a US$19 billion package was 
made available to try to keep South Korea in the 
race in what President Yoon called an environment 
of ‘all-out national warfare’ for semiconductor 
supremacy.186  

Greater incentives, however, were on offer by 
Washington, courtesy of decisions to extend 
significant domestic subsidies to the nation’s 
security partners. In August 2022, Washington 
introduced the IRA, which provided nearly US$370 
billion subsidies and incentives for clean energy 
production, including secondary batteries and 
EV assembly. The US’ CHIPS and Science Act – 
also legislated in mid-2022 – set out to provide 
US$52 billion to subsidise the domestic design 
and manufacturing of computer chips through 

tax credits and set aside about US$200 billion to 
support science and development activities to 
spur innovation. 

7.3 High tech ‘bandwagoning’? 
Signs of cooperation

It is notable, on this front, that coinciding with 
the Japan-South Korea rapprochement and the 
subsequent reinvigoration of the two nations’ 
trilateral partnership with the US that the 
rapprochement facilitated, Japanese and South 
Korean firms were successfully able to tap into 
these subsidies directly and/or through partnering 
with US firms – propelling, in part, a broader 
shift towards closer trilateral private sector 
collaboration.

The rapprochement arguably played a key role 
in this. Firstly, by shifting from competitors to 
partners, both Tokyo and Seoul removed the 
prospect of each other leveraging their status as 
key US allies to oppose the other’s preferential 
access to US subsidies. Secondly, by forming 
a united front, the allies could increase their 
leverage vis-à-vis Washington for a better deal.   

Rows of Xiaomi electric vehicles at its delivery and service centre in Shenzhen, PRC (Tada Images / Shutterstock)
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This strategy was particularly successful for 
South Korean firms, which in 2023 became the 
largest foreign beneficiaries of IRA programs, 
as well as major beneficiaries of the CHIPS Act, 
through a spate of US-bound investments in 
semiconductor187 and EV/EV battery plants. The 
scale of the investments undertaken was such that 
South Korea was propelled to the status of the top 
foreign creator of US jobs via direct investment.188 

In relation to the EV industry, on March 31 2023, 
the US Treasury announced it had excluded 
requirements in relation to a battery material for 
EV cars to be eligible for tax credits under the IRA 
– a position Seoul said had ‘substantially’ reflected 
its position and that would help Korean businesses 
‘view the IRA as a new opportunity and respond to 
it proactively’.189 By July that year, around a third 
(US$22 billion) of all manufacturing investments 
under the act had gone to South Korean 
companies,190 including a loan of US$9.2 billion – 
dubbed the ‘biggest government investment in the 
auto industry’ since the 2009 recession – to a joint 
venture between South Korea’s SK On and Ford 
to build battery manufacturing plants in the US.191 
Samsung also received tax breaks to build a US-
based EV factory.192   

Other developments included a further expansion 
of LG Energy Solutions and US carmaker General 
Motors partnership to build battery plants in the 
US,193 while Hyundai also announced plans to 
expand battery supply partnerships in the US to 
tap into IRA EV tax credit subsidies.194 

Japan’s business community had been relatively 
more retrospect about diverting internally 
directed investments to the US. Yet aside from 
the joint Honda-LG investment, Toyota in 2022 
announced that half of a US$5.3 billion investment 
to boost EV battery output would go to a new 
US-based battery plant. In March 2023, a trade 

deal was struck between Japan and the US on 
EV battery minerals aimed in part to reduce both 
nations’ dependence on PRC supply chains and 
combat ‘non-market policies and practices’195 
– the first such critical minerals agreement 
signed by Washington. 

Similar developments in cooperation have 
occurred in the semiconductor sector. 

For example, in April 2024, Samsung received 
a US$6.4 billion CHIPS grant, with the 
company committing to bringing its most 
advanced chip manufacturing technology to its 
new site in Texas.196 

Japan also benefited from stronger trilateral 
ties.197 Samsung and SK Hynix’s proposed 
investments in manufacturing plants in Japan 
in the immediate wake of the rapprochement198 
come alongside potential investments from US 
firms Intel and Micron – part of US$14 billion of 
proposed investments announced up to mid-
2023199 – which, according to the Financial 
Times, ‘could transform Japan’s prospects of 
re-emerging as a semiconductor powerhouse.’200 
Building on the focus on semiconductor industry 
collaboration in the Japan-US Commercial and 
Industrial Partnership announced in November 
2021,201 a spate of other developments occurred: 
Intel indicated an intention to expand cooperation 
with Japanese SME suppliers, Applied Materials 
pledged to increase collaboration with Japanese 
semiconductor maker Rapidus and cooperate 
with Japanese material suppliers and assist 
with human resources development, while IBM 
committed to deepening cooperation with 
Japanese firms and Tokyo University to pursue 
developments in quantum computing.202 

The scale of the investments undertaken 
was such that South Korea was propelled to 

the status of the top foreign creator of US 
jobs via direct investment.

Tokyo and Seoul’s post-
rapprochement solidarity arguably 
helped reduce negotiating asymmetries 
vis-à-vis Washington on issues of 
mutual concern
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In building on the bilateral Japan-South Korea 
rapprochement, the revitalised trilateral Japan-
South Korea-US partnership could be seen as a 
strategy through which Japan and South Korea 
mitigated simultaneous threats from the PRC as 
well as the US – both of whom mobilised their vast 
fiscal, regulatory and systemic power resources 
to develop their domestic EV and semiconductor 
sectors. While ‘bandwagoning’ opens junior 
partners to tap into the benefits of the larger 
power’s capacities, often at some expense to their 
interests and agency, Tokyo and Seoul’s post-
rapprochement solidarity arguably helped reduce 
negotiating asymmetries vis-à-vis Washington 
on issues of mutual concern, enabling them 
to reduce the costs (i.e., concessions to South 
Korea’s semiconductor interests in the PRC) and 
increase the benefits (i.e., access to US subsidies) 
of trilateral cooperation. In so doing, it also 
potentially put them in a position to blunt some of 
the sharper elements of Washington’s approach to 
technological/economic competition with Beijing 
which could detrimentally impact their trade 
relationships with the PRC, as well as the broader 
region’s prosperity and security. 

Construction continues on Samsung’s six million square foot manufacturing facility located in Taylor, Texas on October 5 2024 
(Steve Heap / Shutterstock)
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The concept of technological sovereignty 
becoming a new shaper of more traditional 
realist international relations strategies, such 
as ‘balancing’, ‘bandwagoning’ and (tech/trade 
war) ‘entrapment’, could potentially have wider 
reaching ramifications, including for Australia.

There are important caveats. First, compared 
to the factors traditionally seen to shape 
these strategies – for instance, geography, 
comprehensive power and real and latent military 
capacity – tech industry/trade dynamics are 
relatively more mutable and are thus likely to 
prove a less stable foundation for profound 
shifts in international strategy. Yet for nations 
with aspirations for technological sovereignty or 
‘strategic sector’ security, these considerations 
could, for a period of time, at least potentially 
strengthen or weaken existing security-based 
partnerships with greater powers, or alternatively 
augment/alleviate levels of antagonism against 
potential threats. It is possible, moreover, that 
decisions by great powers to dominate advanced 
industries, or alternatively share technology and 
facilitate value chain migration among partners, 
could tip the balance of alliance leanings in 

formerly equidistant smaller/middle powers. This 
dynamic could now be in play, for instance, in 
Malaysia, which is being courted by both the PRC 
and the US and its allies as an alternative hub for 
semiconductor production chain processes.203 This 
also raises the question whether a prospective 
comprehensive technological sovereignty drive, 
which could be advanced as part of an ‘America 
first’ agenda espoused by current US Republican 
presidential candidate Donald Trump, could 
adversely impact US partnerships.  

Second, such drivers are only likely to apply to the 
extent that states view technological leadership 
as a national imperative. In the case of the political 
culture of the PRC, Japan and South Korea, each 
are in this sense heavily influenced by deep-rooted 
techno-nationalist beliefs, including the notion 
that scientific and technological advancement 
is pivotal for expanding national agency, whose 
roots extend as far back as the modernisation 
drive of Japan’s Meiji Restoration (1868-1889).204 
The distinctively parallel techno-economic visions 
prompted by these similar beliefs could be a factor 
underlying East Asia’s long history of mutual trade 
tensions propelling diplomatic rifts, vis-à-vis the 

A close-up presentation of a new generation microchip (Gorodenkoff / Shutterstock)
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more complementary economic ecology that 
helped foster greater political unity in modern 
Europe.

Despite this, in recent years the push for 
technological and industrial sovereignty has 
widened globally, prompted by factors including 
recent supply chain disruptions and fears of PRC 
overproduction. And like Japan and South Korea, 
other advanced economies with established 
technology/advanced manufacturing sectors are 
also responding to growing pressures from the 
PRC’s tech and advanced manufacturing industry 
rise, with PRC EVs, in particular, being subject to an 
increasing array or tariffs and other protectionist 
measures.205 Sovereign capacity in other strategic 
sectors,206 including semiconductors,207 are also 
increasingly being understood through the lens of 
extending national security and national agency. 
Many nations pursuing these policies, moreover, 
are unlikely to individually have the fiscal capacity 
to match the industry subsidies of the greater 
powers, which could bolster the appeal of tech 
industry ‘external balancing’ and ‘bandwagoning’ 
strategies.  

To the extent that this could become a more 
significant driver of foreign policy, one concern 
is that the ongoing shift from PRC trade 
complementarity to competition with other 

advanced economies in Europe and elsewhere 
could reduce the buffer effect that mutually 
beneficial trade has hitherto had on ideological 
and security tensions between advanced 
democratic nations and the PRC, raising the risk of 
escalations.

Conversely, trade rivalries in critical technologies 
could increasingly in themselves become a source 
of tension between nations, feeding momentum 
for a broader economic decoupling. 

Such developments will likely present challenges 
but also opportunities for critical mineral supplier 
nations such as Australia – which, to a greater 
degree than almost all of its democratic allies and 
partners, has retained a highly complementary 
trade relationship with the PRC.

On the positive side, an increase in the plurality 
of advanced tech manufacturers able to compete 
against the PRC could benefit the trade position of 
critical mineral extractors. 

At the same time, the securitisation of tech 
competition could result in Australia’s allies and 
partners, particularly groupings of tech industry 
collaborators, placing pressure on Canberra to cut 
off or place limits on the nation’s lucrative critical 
minerals export trade with the PRC. 

The open pit of the Greenbushes mine, Western Australia, seen from the public mine lookout (Calistemon / WIkimedia Commons)
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In view of these broader trends, there may be a 
need to respond to the coming together of critical 
mineral importing tech industry powers (such as 
the reinvigorated Japan-South Korea-US trilateral 
partnership) through increasing solidarity with 
suppliers. While the multifarious nature, roles 
and extraction processes of critical mineral/rare 
earth elements obviate the prospects for a ‘critical 
minerals OPEC’ in the post-fossil fuel era, regular 
engagement with other major extractors of the 
key minerals Australia exports, such as the ‘lithium 
triangle’ producers in South America, could help 
mitigate competing ‘tech blocs’ applying political 
pressure on supplier nations and could possibly 
lead to the formation of mechanisms that could 
alleviate trade tensions between the US and the 
PRC.

Moreover, while the widening technological 
sovereignty drive threatens to weaken the 
multilateral liberal trading order, its geopolitical 
and anti-trade impact could be mitigated by 
recognising that, in the post-fossil fuel world of 
the near future, a certain degree of industrial 
capacity in some key technologies (such as 
green technologies) and the retention of reserves 
of certain critical minerals (as now being 
implemented by South Korea), could replace fossil 
fuel stockpiling as legitimate, core components 
of national resilience strategies. As a major 
supplier of critical minerals, Australia could 
consider coming together with other nations to 
discuss regional/national stockpiling policies and 
additional supply chain resilience strategies in 
relation to the critical technologies of 21st century 
economies, starting with the regional approach 
being adopted by Japan and South Korea. By being 
part of these discussions, Australia could increase 
economic opportunities and reduce the prospects 
of existential concerns driving the spread of tech 
industry sovereignty policies that could have an 
adverse impact of the international trading order 
and geopolitics. 

8.1 Possibilities for Australia-
Japan-South Korea cooperation

While animosities towards Tokyo among South 
Korea’s main opposition party raise valid concerns 
about the durability of the Japan-South Korea 
rapprochement, a now consolidated trend of 
shifting public sentiments towards Japan among 

South Korean youths,208 and wide support 
for the rapprochement among South Korea’s 
influential industry lobby bodies, means that even 
if close security ties are rolled back, there are 
some prospects that the industry collaboration 
component of the rapprochement may prove 
resilient.209 There is, as such, a strong case for 
Australia to continue to invest in closer ties with 
the two nations to prepare for the implications 
of future developments that could stem from the 
maturation of the rapprochement, supplementing 

cooperative efforts already in train. 

8.1.1 New opportunities for Australia’s 
critical minerals sector

Japan210 and South Korea211 have each expressed 
openness in varying degrees to critical 
minerals cooperation with Australia, making 
and continuing to explore opportunities for 
investment in Australia’s critical minerals/rare 
earths mining sectors.212 However, a consolidated 
move to diversify supply chains away from 
the PRC and ramp up advanced tech industry 
output could present potentially lucrative trade 
and investment opportunities for Australia’s 
critical minerals sector. 

South Korea plans to mandate stockpiles of critical 
minerals including lithium213 and radically expand 
EV battery production could, in particular, could 
provide a needed boost to Australia’s lithium 
miners, who have been heavily impacted by a 
sustained decline in price for the commodity.214 If 
this occurs, with Beijing instituting restrictions on 
sharing critical mineral refinery technology, Japan 
and South Korea, which aside from the PRC are 
global leaders in material production for cathodes 
and anodes,215 could play an important role in 
helping Australia’s industry transition downstream 
into the lithium battery production chain, with 
Australia leveraging locational advantages as a 
supply source.

Japan and South Korea… could play an 
important role in helping Australia’s 
industry transition downstream into the 
lithium battery production chain, with 
Australia leveraging locational advantages 
as a supply source. 
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8.1.2 Leveraging a Japan-South Korea 
united front to promote shared interests 
and perspectives on trade to Washington

Another key argument in favour of strengthening 
ties with Tokyo and Seoul is that the combination 
of their growing solidarity and their importance to 
Washington’s technological competition agenda,216 
could enhance, to some extent, their capacity to 
sway Washington on trade and security issues that 
could also impact Australia.

It is of import to Australia that the trilateral 
partnership, as an increasingly important platform 
for shaping the US’ technology capacity building 
and supply chain policies, is exclusively membered 
by tech powers that are net-importers of critical 
minerals such as lithium. Strengthening ties with 
Tokyo and Seoul could be a conduit through which 
Canberra’s interests, as an important producer 
of critical minerals, are not undermined by 
policies, such as supply chain security initiatives, 
that could reduce market plurality or otherwise 
place undue political pressure over exporters 
of these commodities.

Australia could also coordinate with Japan and 
South Korea to urge Washington to continue to 
pursue friendshoring, technology sharing and 
subsidy access agreements to allies, above 
‘America first’ protectionist policies aimed at 
fuller-spectrum US technological sovereignty and 
supply chain self-sufficiency, which could stymie 

Australia’s own aspirations for tech industry value 
chain migration and adversely impact Australia’s 
economic interests. 

Moreover, since Japan and South Korea, like 
Australia, have important trading relationships 
with the PRC, Canberra could also encourage 
a united front vis-à-vis Washington against 
undue restrictions on PRC tech sector trade ties. 
Australia, for instance, would suffer a significant 
economic impact if its lucrative critical minerals 
exports to the PRC were impacted by trade 
restrictions.

Finally, Canberra could encourage Tokyo and Seoul 
to reinforce to Washington their shared position 
that tech competition should be positive where 
possible as opposed to punitive (i.e., driven more 
by capacity seeding as opposed to anti-trade 
measures such as tariffs and import bans) and 
that trade restrictions should be constrained 
to a select group of high-end military and dual-
use commodities (i.e., a ‘small field, high fence’ 
approach). As Pacific middle powers, the three 
nations have a shared interest – and a common 
cognisance of this interest – in preventing 
intensifying tech industry trade tensions from 
spilling over into broader forms of decoupling, 
economic isolation or economic warfare 
strategies, each of which may not only have an 
impact on the integrity of the global liberal trading 
order but could be detrimental to peace and 
security in the region.

The White House building in Washington DC, USA (MattWade / Wikimedia Commons)
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