2023 SEFE HKRTZ +—T

Japan-Europe Forum 2023

“De-risking and diversification in tough
geopolitical times:
How can Japan and Europe cooperate more effectively?”

2023 4E 11 A 30 H (K)

—RSEEN B ERREH ALY

KEIRIN

00 FROMYTE  COBRSEIBRORBICEYERLELE
https://jka-cycle.jp







2023 EFE HBR 7 +—F A 2023411 A 30 H (OK)

OBA&M>% Session 1

KEIRIN

i

Session 1: A E°—7%— Baroness Vere [ Session 1: AE—H— (ﬁé HE 1K

)
»

=== , =
Session 1: AE—%— Andrew Cainey IX Session 1: AE—H— Yu Jie K



2023 EE HBR 7 +—T A 2023411 H 30 A (OR)

OSession 2 6 S

KEIRIN 7

Session 2: FF L—& — JF[H HEE Session 2: HEEMHIOEET-

Session 2: AE—#H— Chietigj Bajpaee KK Session 2: AV—h— (JHE BOEK

Session 2: A E—7#— Minako Morita—Jaeger X Session 2: AE—h— [RES 2K

N

RN

3T

H A5 )



)]

»

BRI ettt e, 1
B BAE I e e e e e e e e e e e e e e e e e, 4
e BT T R e e e e e e e e e e e e e e e e e e e e aaaaaaas 6
e TR e e e e e e e e e e e e e e aaaaeas 9
e

QI = I N PP UPTRR PP 15
(2) R ettt ettt e e e e e e ettt e e e e e e e e e bt e e e e e e e e e e ea bttt aeeeeeeeeeanes 19

. B FWIEE OB

(1) ZINFRI DL vt e e e e e e e a e e e e e e e e e e e aaaaaaaaaaaaaaaaaaaan, 24
(2)  ZEFMEIEE oo e e e e e e e e e e e e e e e e e e e e aaaaaaaaaaaaaaan, 28
ettt ————————————————————————————————————————— 30
T MR R R e 32
B T AT vttt ettt e e e et e sttt e e tb e e e ebaeeeeeraeaans 35






1. pERE

EERFE LM (JEF) Tid, BHEAAREBROEWHR O 4 Hklc 7 +— B AL
T =T LRFAT IR EZRBEL TS, 20 THRTZ +—7 A TlE, 2 30 4L
Rlzh= 0 FALMOMFFET & S L CHBROBURL ., B, TR, EERRENOBIRICE
B FR O B, BT ORRFRIE & 2 O GIEIC OV Tk 2 Ei TRz,

2023 H-E X, HEO ETEEEFEMSEAT (The Royal Institute of International Affairs,
J#FF Chatham House) C3EfE L. Ao T4 (AAR) Lxtm GEE) Z285bBi A7V v
R CHEhE L7,

(1) BRMEDTE & R4

KKDFETIE R A THTEBMET 5 TE T o7, Lin L, AEED O b F7 55
To. FA Y b ERFHICHE LB 3 o 7= 7= EHICIT 5 = & 13l L < 72 o7, R L L
THYTA L TORMEERRR LR, 2T FARRESE DA, &5 KA ik
PRSBID EIEN S | RPT RA Y & OFRIIWA L, PIREOLEE KR < Shis,

AIEEN T 7 A TORBETH -T2, SENIREIEE & O W &7 | MR 3R
SENBH, FUXVDHA I T T 2HEAOHNEKEICTH D Chatham House & OFFFEEMN
S, Bl ZEoi 7,

7272, ZOWED L BEE TORBIMAFININZ, R REIC L5 TROHEEL H-7-
72O, ZHL THXRmBAEITE L\ OfERICE -T2, ZTORER., BB A B — T —i%
Chatham OEFEEIZEEY . BRICVWAARAE—D—TF L FA 0 BMTHENI AT
Uy RRICHEE 55200 ot 2L IIREHRETH D, BRI TITBME 9 K
BORFER D 5722 Eovh . BAMNES J70 SIS T, HEEMNZ RS BATE TO 3
REBRICKE > CO T +—T Lk polz,

FEL, BAL DT HEBAERFEEERE (H % EPA) % 2020 4 6 A2 (21 4
). 2021 4E 2 HIZIZRKIN 2> 5 13900 CPTPP A 217V, A4 2024 R4 D F%)
ERFORM T D, EU BEBZIZ IR X TR 2 7 07 K & o Rt & | 4%
ORFHEEICIFF T 29 T, BRCTRAERRFEEZIEL —B L7220 | L—/ T H-S < [FHEE
B OBEBEVEZ AN TN RED, EWIRE F T 4+ —7 AT Sz,

Al BARRRE LA —U—0N 34 & JEF &R, EHE(ET L—F—)ITH



Ko Fd o402, tho 24 13FNENEE (BHSE) KOOGS (74 0) »
OB THoT-, HEMNIEL LA ——6 4N 14IZHAA 1LITETFL—%—)
1%, Chatham House ODFE=EN O LT,

Chatham House |TfRF L RREIZH VB LZ R D, 2028 FHTEIIV Y —ATT TR
T—T7 N EFE L TWDH, 2023 4 7 A1ZiX "UK-Japan Track 1.5 meeting on the future
agenda for economic security” />4 7 U v REME, F72 My 71X 202345 HD GT 7
HTHLANTY T T4 F ==V REEA 7 TERF OB & ZRRET, IETSHEUR
RRFHIRIE, 7 2 2 NV ROAFRELT, EEREERE, BEEMNICOWTIX, 7 v — ULk
RFEORERE Y a UChd, BEeT 7 v a URREREE Lz, L, SetEEMTH %t
HBCR, ek RFRROT 7o —FIEVRH Y, 7 e — LT X & OO
PEDNFRIE & 72 > TV,

(2) 74—7 2O

T4 —T7 LY AL, BEOREMEN 2 DO/, idmma B L7z, Sx11 T
WX, B E REIOWE NS R7ZFEEDT IV AF U IR T —<Tholz, 22T, FEOD
SNGICEY, RAEVT Tu—F R s ARMBESEHET S ETH, FY T T4
Fx—r ELHEOEELERICHERT D Z L IINEETH Y | LR B L WET
L HEELEOE R AROMICHIREENH D, & LT,

Fio, FEEBBRNREWT CTHEEICE D FEITEERELD b EU R AT v AR
ZHMBRELTHREBREIN TV D, BUFFTEERERZ BRREEEICY =7 L, BORIVEICIX
HOMNBEVRRARERXIANTE ST o= 7 L 2T 5% LofEb b o1,

NP2 T, A v FRFEFEHUBIZ 8T 28 LW E S O Z Y P DWW Tk A 7 M
MOERNHENT, TFEIX7 e — W REZEEA = %7 47 LY RCEP, CPTPP,
IPEF %O Mt e N £z v . E5 0 BB bITEbicEE @28 H 5,
BB ARHHMIE— » [E FRCHPE) (CED S0 E AN ER, 22 TR O fEIE
ICA2 TR, Fio, B L—/Wid WTO FE B OMA TIER < 2L Z &N E
HC, WTO % AAFE & IERATE Ofim & MO 7+ — T JMIT 2R b H I,

ERZIE L, 2INEOFERIIBOLOERE ST T 2 EEREERE S AT L L, ZNETY &
<HIE, BB, AV REDNAEWHICET Lz, @il & BB D /3T L)L
U=V RIZZWH AP 0ETHY , ZOWGITET D4 FICIIEE LESHIfF S, £
DORREMAZRF L oo b, L N v CBLIRIZITTREEDR H 5 & OFRfR b o7, A v RILH
Mlo—BTb7<, TUFEARBEETH RV, L0 RBEDBHIZHThH T,



KRENE ZF 2R TH L4, KESLAARD L9 P EREZFOSLLITEE LV, EO3HE
2D T & B ERITRFE A DORE 2D | TIE L3 7 ERERREZ RO, oo
3. AWVE LT T2 ICERBTE 22 ) & EESES BRI OB L TREISHE R L T
WS BEDPIE A @ E - TN D,

K OTEINT, BB L4 DHEBZ 2SR ITEEN,
INHIVT 4 ATy va BN - I THEEWIE ), T o Ay a UV BE  [EHHEE

B (1) BARE (2) %5k, HEUEEICL /03 EFEREOSINEE)

RARFEI TG OMB 252 TEMLE L,



2. PAfESEE

BifeE H IF -
2023411 H30 H (K) 17:30~20:45 (JST)
8:00~11: 45 (GMT)

B ~NA 70 v R
H K il : JEF MHSEEGEERB LKA OT A AL ORI
g 1] . ESTEERBIEMIZETTB L OE B T34, 2605

FHEH
<HA> RSB NERRRE R A M
Japan Economic Foundation (JEF)
<TEE> ESTEEREEPITT
The Royal Institute of International Affairs (Chatham House)

T
AA 7 —=~ . De-risking and diversification in tough geopolitical times:
How can Japan and Europe cooperate more effectively?
tyiarl What does de-risking look like in practice?
U A7 [ TE) & TR ED L 5 b D
Tyialr2 Making sense of the emerging trade architecture in the
Indo-Pacific region
AR s REERIS OB I 2 B E DB R AL NITT D
HiEE

AL W 2 —H—11 LW NS A T — 3 —32 L E

<HAM|> 54 (WIFRIG /AR IEIR)
EH ER — R EE N ERSR A 2R

Mk =P FEBER R T B

Jir ] B — R N E B AS R [ S PR

ARES 5% NASETE N AR BB RIS L5 BIE

FigE BOE JETRO = > R Director of Industrial Research



<Z[EH[> 64 (HICPRIE | B HEIR)
Ben Bland Director, Asia-Pacific Programme, Chatham House
Baroness Vere of Norbiton Treasury Lords Minister, UK Government
Yu Jie Senior Research Fellow on China, Chatham House
Andrew Cainey Senior Associate Fellow, Indo-Pacific Programme,

Royal United Services Institute

Chietigj Bajpaee Senior Research Fellow on South Asia, Chatha
House
Minako Morita-Jaeger Senior Research Fellow in International Trade,

University of Sussex Business School

6.
INATNy ReJa—AR e T—=TN T4 Ahyay
(F ¥ Z LT A - JL—)L)



Agenda ﬁ @ ﬁcH)G-IS-EIAM

Japan Economic Foundation D

De-risking and diversification in tough geopolitical times:
How can Japan and Europe cooperate more effectively?

Thursday 30 November 2023
17:30-20:45 JST (08:30-11:45 GMT)

Chatham House, London and Zoom online platform

17:30  Welcome and opening remarks
Ben Bland, Director, Asia-Pacific Programme, Chatham House
Masakazu Toyoda, Chairman and CEO, Japan Economic Foundation

17:40  Session One | What does de-risking look like in practice?

Despite much talk of ‘decoupling’ from China, in the last few months, G7
governments have converged on the concept of ‘de-risking’ their economies.
But what does this mean in practice? How far and wide is this de-risking
likely to go? How far are G7 governments truly aligned on the extent of the
de-risking they want to see? And how are companies in Europe and Japan
responding to the renewed pressures from their governments to reduce
their exposure to China and diversify into new markets elsewhere in the

region?

Speakers:

Andrew Cainey, Senior Associate Fellow, Indo-Pacific Programme, Royal

United Services Institute
The Baroness Vere of Norbiton, Treasury Lords Minister, UK Government

Mariko Watanabe, Professor, Faculty of Economics, Gakushuin University



Yu dJie, Senior Research Fellow on China, Asia-Pacific Programme,

Chatham House

Chair: Ben Bland, Director, Asia-Pacific Programme, Chatham House

18:55 Break

19:25  Session Two | Making sense of the emerging trade architecture in the Indo-Pacific

region

From the CPTPP to the US’s Indo-Pacific Economic Framework, and from the
Regional Comprehensive Economic Partnership to the EU-India Trade and
Technology Council, a new trading architecture is emerging in the region as the
World Trade Organization struggles to maintain its relevance. But how will
these new trade initiatives and agreements affect the economic potential and
the geopolitics of the Indo-Pacific? As G7 partners take divergent approaches
to trading structures in the region, how will they manage their differences? And
how are the region’s key emerging economies such as China, India and

Indonesia responding to these changes?

Speakers:

Chietigj Bajpaee, Senior Research Fellow on South Asia, Asia-Pacific
Programme, Chatham House

Takashi Hattori, Deputy Representative, Japan-Taiwan Exchange Association

Masamichi Ito, Director of Industrial Research, JETRO

Minako Morita-Jaeger, Senior Research Fellow in International Trade,

University of Sussex Business School

Chair: Naoyuki Haraoka, Executive Managing Director, Japan Economic

Foundation



20:40 Wrap-up

Ben Bland, Director, Asia-Pacific Programme, Chatham House

20:45 Roundtable ends

The Zoom session will be ended by Chatham House.

The entirety of the discussion will be held under the Chatham House Rule.



4. HEEWE

Masakazu Toyoda currently serves as Chairman and CEO of
the Japan Economic Foundation (JEF), as well as Special
Advisor to the Institute of Energy Economics of Japan; an
Adjunct Professor at Japan’s National Graduate Institute for
Policy Studies (GRIPS); and Director of the Pacific
International Center for High Technology Research. He is the
former Chairman and CEO of the Institute of Energy
Economics (2010-2021); served also for nearly a decade on
both the Board of Governors of the Oxford Institute of Energy
Studies (2012-2021);and the International Advisory Board

Council of the King Abdullah Petroleum Studies and Research Center (KAPSARC)

in Saudi Arabia (2011-2019). During his distinguished government career, he served

in numerous key positions within the Ministry of Economy, Trade, and Industry of
Japan culminating in his service as Vice Minister for International Affairs (2007-
2008). He also subsequently served as Secretary General of the Secretariat for Space
Policy in Japan’s Cabinet Secretariat. Mr. Toyoda holds a Master of Public Affairs
degree from the Woodrow Wilson School of Public and International Affairs at
Princeton University (1979), and an undergraduate Bachelor of Law degree from the
University of Tokyo (1973).

Ben Bland is the director of the Asia-Pacific programme at
Chatham House. His research focuses on the nexus of
politics, economics and international relations in Southeast
Asia, as well as China’s growing role in the broader region
and the contours of US-China strategic competition. He was
formerly the director of the Southeast Asia programme at
the Lowy Institute, a Sydney- based think-tank. He

regularly briefs senior officials, parliamentarians and business groups on regional

issues, and contributes opinion and analysis to many global media organizations
including Bloomberg, CNN, the New York Times, Reuters, and Nikkei Asia. In his
earlier career, Ben was an award- winning correspondent for the Financial Times,
with postings in Hanoi, Jakarta and Hong Kong, and experience reporting across

Southeast Asia and China for more than a decade.



Andrew Cainey is a Senior Associate Fellow in RUSI’s Indo-
Pacific Programme, who has lived and worked for most of the
past twenty-five years in China, Korea and Singapore
advising businesses and governments, having first visited
China in 1981. His particular areas of focus relate to China’s
development, its growing role and influence across Asia and
globally and the intersection of economic  prosperity,

technology and national security. Andrew is the co-author of

Xiconomics: What China’s Dual Circulation Strategy Means
for Global Business (Agenda Publishing, 2023). He is also a founding director of the
UK National Committee on China; a Senior Advisor to Boston Consulting Group on
China and geopolitics; and a non-executive director of Schroder Asian Total Return

Investment Company plc.

Baroness Vere was appointed as Treasury Lords Minister
on 14 November 2023. She was previously Parliamentary
Under Secretary of State at the Department for
Transport from 23 April 2019 to 14 November 2023, and
Government Whip (Baroness in Waiting) from 21
December 2016 to 26 July 2019. Before entering politics,

Baroness Vere spent 4 years as the Executive Director of

the Girls’ Schools Association, including 6 months as the
General Secretary of the Independent Schools Council.
Prior to that she was the CEO of Big White Wall, an online mental health service,
and Finance Director at Recruit Media, a digital recruitment agency. Her early
career was spent in investment banking. The Treasury Lords Minister is responsible
for economic security, financial sanctions, countering illicit crime and economic
finance, Russia/Ukraine conflict, international climate and nature finance, and

women 1n finance.
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Professor Mariko Watanabe is a Professor with the Faculty of
Economics at Gakushuin University, where her research

specialises in applied microeconomics and the Chinese economy,

firms and institutions. She has previously served as a Visiting
Scholar at Guanghua School of Management, Peking University
and a Research Fellow with the Institute of Developing
Economies in Japan. She holds BA and PhD qualifications from
the University of Tokyo and an MPhil from the School of Business at the University
of Hong Kong.

Dr. Yu Jie is senior research fellow on China in the Asia-
Pacific Programme at Chatham House, focusing on the
decision-making process of Chinese foreign policy as well as
China’s economic diplomacy. She frequently comments in
major media outlets such as BBC News and the Financial

Times and regularly briefs senior policy practitioners from

the G7 member governments and the Silk Road Fund in

Beijing. She alsoadvises major FTSE 100 corporates and leading European financial
institutions on China’s political landscape. Yu Jie has testified on China’s foreign
affairs at various UK Parliament committees. She was previously head of China
Foresight at LSE IDEAS and remains as an associate fellow. Prior to LSE, she was
a management consultant, specializing in Chinese state-owned enterprises
investments in KEurope and Chinese market entry strategies for KEuropean

conglomerates at the London office of Roland Berger.
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Dr. Chietigj Bajpaee is senior research fellow for South
Asia in the Asia- Pacific Programme at Chatham House.
Prior to joining Chatham House, he was the political risk
advisor for Asia at Equinor (formerly Statoil), a
Norwegian energy company. He has also covered Asia
(with a particular focus on South Asia) for Control Risks,
IHS Markit (now S&P Global), the Center for Strategic
and International Studies in Washington, DC and the

International Institute for Strategic Studies. He also held visiting fellowships at the
Manohar Parrikar Institute for Defence Studies and Analyses and Vivekananda
International Foundation in India. Chietigj completed his PhD at King’s College
London and the National University of Singapore with a focus on India’s ‘Act East’
policy and relations with China. He holds a Masters’ degree in International
Relations from the London School of Economics and completed his undergraduate

studies in Economics and Politics at Wesleyan and Oxford Universities.

Takashi Hattori is Deputy Representative at the Japan-
Taiwan Exchange Association’s Taipei Office. He has
previously served as Deputy Director- General for Trade
Policy with the Trade Policy Bureau in Japan’s Ministry of
Economy, Trade and Industry (METI) (2021-2022), as well as
Director for METT’s EPA/FTA Negotiations (2016-2018) and
its Director for Climate Change (2012-2013). Outside of

government, Professor Hattori has been Professor with the Institute of Economic

Research at Kyoto University. His research interests are trade policy, industrial
policy, energy and climate policy and international relations. Professor Hattori holds
degrees from the University of Tokyo, Harvard University, the Tokyo Institute of
Technology and Kyoto University.
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Masamichi Ito is Special Advisor, Ministry of Economy, Trade
'g’ and Industry (METI) of the Government of Japan, and Director

of Industrial Research, Japan External Trade Organization
(JETRO)) London, seconded from METI. Since joining METI in

2001, he held a number of positions in the government, including

Trade Negotiator in FTA division, Private Secretary to the
Minister of State, and Coordinator for Parliamentary
Relationship in Prime Minister’s Office. As a Special Adviser to
METI, he is currently in charge of analysing various economic and energy issues in
London basis. He has LLB from University of Tokyo and LLM form Georgetown

University Law Center.

Dr. Minako Morita-Jaeger is a Senior Research Fellow in
International Trade of University of Sussex Business School, a
Policy Research Fellow of the UK Trade Policy Observatory
(UKTPO) and a Research Fellow of the Centre for Inclusive
Trade Policy. She studied international political economy,
| economics and international economic law and applies the

inter-disciplinary approach for her research in order to

elaborate multi-dimensional factors that shape today’s world
trade.

Prior to her research work at the University of Sussex and the LSE, she was
intensively engaged in trade policy in practice as an Economic Affairs Officer at the
UNCTAD in Geneva, a WTO services trade negotiator at the Japanese delegation in
Geneva, and a Principal Trade Policy Analyst at the Japan Business Federation
(Keidanren) in Tokyo. Her areas of research include: Free Trade Agreements, WTO,
regulatory cooperation, UK's trade policy, Indo Pacific and trade, trade and digital
governance, and trade and economic security. She holds a PhD in International
Relations from the LSE, an MA in European Economic Studies from the College
d’Europe and an MA in International Law and Economics from the World Trade

Institute.
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Naoyuki Haraoka has been Executive Managing Director of the
Japan Economic Foundation (JEF) since 2007. After
graduating the University of Tokyo in 1978 (Bachelor of
Economics), he joined MITI (Ministry of International Trade
and Industry) of Japanese government. Having been posted in
the industrial policy section and the international trade policy

section for a few years, he was enrolled in a two year MPA

(Master of Public Administration) programme at Woodraw
Wilson School of Princeton University in the US on a Japanese
government sponsorship. After having acquired MPA at Princeton, he rejoined MITI
in 1984 as an economist. Since then he had been posted as Deputy Director and
irector of a number of MITI divisions including Research Division of International
Trade Policy Bureau. He was also posted in Paris twice, firstly, Principal Economist
of Trade Bureau of OECD (Organization of Economic Cooperation and Development)
from 1988 to 92 and secondly Counselor to Japanese Delegation of OECD from 1996
to 99.

After coming back to MITI from his second stay in Paris, at the occasion of the
government structural reform in 2001 when MITI was remodeled as METI (Ministry
of Economy Trade and Industry) he joined the efforts to found METI research
institute, Research Institute of Economy Trade and Industry as its Director of
Administration. He became Chief Executive Director of JETRO San Francisco in
2003 and stayed in San Francisco until 2006. He was Director-General of METI
Training Institute from 2006 until July, 2007 when he left METI permanently.
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De-risking and diversification in tough geopolitical times:
How can Japan and Europe cooperate more effectively?

This closed roundtable, held in late-November 2023, brought together a select group
of experts to discuss European and Japanese approaches towards de-risking,
diversification, and economic security more broadly. The half-day discussion was
held in hybrid format (at Chatham House in London and online) with the entirety of
the discussion taking place under that Chatham House Rule. Participants were

drawn from the business, academic, government and think tank communities.

Session One | What does de-risking look like in practice?

The first speaker highlighted de-risking as one of the most pressing issues of the
time, commenting that it is far more nuanced than just seeking to decouple. It
reflects the needs of countries to find a balance between maintaining trade openness
while also safeguarding domestic security and resilience. De-risking has become
increasingly important in the UK for three reasons: 1. unpredictable external
disruptions, such as Covid-19, and the impact this can have on supply chains; 2.
Russia’s invasion of Ukraine and the weaponisation of energy supply — while
decoupling was the right option in this circumstance, the UK has since had to rethink
what its future energy security will look like; 3. trade restrictions which have been
applied for a variety of reasons — some valid and others less so. While the G7 nations
have made great progress on de-risking, and economic security more broadly, an
effective response will require a multi-year effort with continued international
collaboration. While the UK has been thinking about de-risking from a sectoral
strategy perspective it also remains very focused on maintaining free trade and
competition.

The second speaker commented that there is no common definition of de-risking. The
US under President Biden has shifted from ‘decoupling’ to a ‘small yard, high fence’
strategy, while in Japan, de-risking has often been used as an approach to help it

decouple from China. Others, such as German Chancellor Olaf Scholz have
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suggested that de-risking is the responsibility of companies, rather than government.
While China has frequently acted outside of World Trade Organization (WTO) rules
— for example, banning the import of Japanese marine products for Fukushima-
related reasons — they have justified their coercive economic actions with reasons of
national security. While the WTO rules do allow free trade exemptions for countries
for security-related reasons, these have not been well utilised over the last 30 years,
so it is not necessarily clear when those exemptions would apply. However, the
Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP),
which the UK has recently joined, has very strong provisions regarding security
exemptions to its trade rules: if a country requires an exemption, it will need to
convince the other member countries for permission. As China has also applied to
join the CPTPP, this may offer a forum for the UK and other members to talk with
China about raising its standards.

The third speaker commented that while much of the de-risking debate is centred on
semiconductors, 95 per cent of the world’s medical production and 99 per cent of all
penicillin is produced in China. Using this kind of example (that relates directly to
the ordinary population) can help to demonstrate how difficult it is to de-risk and
reduce dependence on China. China has had its own de-risking strategy for several
years. Nearly one decade ago, its ‘Made in China 2025’ strategy set out the ten most
important sectors for keeping supply chains internal to China; in 2018, Beijing
introduced the concept of national security for critical materials, including food and
medicines. The G7’s current focus on de-risking therefore appears to have emerged
quite late in comparison. The strategies of policymakers in Europe and Japan have
tended to focus on defensive measures for economic security but should look at more
proactive ways to increase resilience too. This includes how to generate and retain
the manpower that is needed for countries to produce the things they need and keep
supply chains at home. Market inducement measures are also necessary to
incentivise companies to reduce their dependence on China. Questions also need to
be asked about whether European and Japanese customers will be willing to pay
double the price for goods, in the name of de-risking, and how publicly listed
companies can justify these increased costs on their balance sheets.

The fourth speaker focused on corporate responses to de-risking. While
multinationals do see risk in their China business, they also see risk in working with
the US and in international relations more broadly. Companies are naturally always
seeking to de-risk, but they approach these issues in different ways to governments
— they respond to the needs and incentives of their customers, rather than managing
risk for citizens. Given the costs and economic impact associated with de-risking,

governments have no choice but to involve the corporate sector, so they should use
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the natural behaviours of business to their advantage. They should look at where
companies are choosing to diversify of their own accord and explore how they can
accelerate that diversification; for example, by creating more favourable economic
conditions in those countries by working on trade negotiations. They must also
recognise that companies will only work within a ‘normal’ range of risk management
and are never going to plan for the next pandemic. At the level of extreme risk, there
1s always an assumption that government will have to get involved.

In the discussion, participants highlighted the importance of distinguishing between
different types of commodity when considering their respective de-risking trade-offs.
There is less risk associated with classic technologies, such as penicillin, if a
government is willing to bear the financial cost of building new factories, for example.
Frontier technologies — such as Al and computing — and natural resources, will,
however, require a different approach. Participants also discussed the complexities
of de-risking away from China. Moving business to alternative production centres
may still result in dealings with Chinese-owned companies or suppliers further down
the supply chain. European and Japanese partner countries in Asia can also have
different views on economic security, seeing engagement with China as an
opportunity, rather than a risk.

It was clear from the discussion that coordination between the private sector and
government is key for ensuring economic security, although it remains unclear who
will pay the bill. The government can, however, play a positive role by sharing
critical information with business, and should also involve the corporate sector in
its decision-making and planning processes from the start, to avoid roadblocks

further down the line.

Session Two | Making sense of the emerging trade architecture in the Indo-Pacific region
The first speaker began by identifying three key trends in global trade that have
emerged in recent years: the replacement of global multilateral initiatives with
regional ones; the supplanting of open and inclusive regional trade initiatives with
ad hoc trade regimes, such as RCEP and bilateral free trade agreements; and a
greater emphasis on trade resilience over trade liberalisation, as seen in the CPTPP
and the Indo-Pacific Economic Framework for Prosperity IPEF). Ultimately, these
trends are about reducing dependence on countries of concern, particularly in the
field of critical and emerging technologies. The origin of these trends can be traced
back to the start of China’s weaponisation of trade, in 2010, when it banned rare
earths exports to Japan. There has since been a return to a ‘noodle bowl’ of trade
regimes where values-driven initiatives are flourishing; there is a greater focus on

the breadth (openness and inclusivity) of initiatives over depth (technical focus); and
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security forums and initiatives, such as the Quad and G7, now frequently spillover
into the economic domain. There nevertheless remains a gap between the rhetoric
and the reality, and the push to ‘friendshore’ production is not necessarily working
to disentangle trade with China.

The second speaker emphasised the importance of having multilayered trade
architectures, rather than trying to cover all rules under one framework, such as the
WTO. In practice, multiple regional and bilateral frameworks can be combined, and
it is possible to build links between comprehensive frameworks and those with a
more targeted focus. The issue of how best to build relations with China and position
it within the global economy remains a key issue, however, and the development of
future trade architectures must give suitable consideration to de-risking.

The third speaker outlined some of the difficulties in assessing the impact of
government trade policy on private sector activities, noting that in 2021, the year
that the UK-Japan FTA took effect, bilateral trade between the two nations actually
decreased, while EU exports to Japan significantly increased. These datasets were
impacted by anomalies such as Belgian exports of Moderna vaccines and French
exports of Airbus planes to Japan. While it is still early days for measuring the
impact of the UK’s Indo-Pacific ‘tilt’ and membership of the CPTPP on its trade and
Investment activities, 2022 trade data does show a slight increase in the level of the
UK’s trade to the Indo-Pacific region compared with 2019. It is, however, important
to consider the other effects of trade agreements that are not directly measurable;
something the speaker termed ‘FTA magic’. The signing of any agreement will
inevitably send signals to the private sector that will generate new investment and
other positive effects that cannot be fully grasped by datasets.

The fourth speaker agreed that the trade liberalisation paradigm 1is over.
Government today tasks trade policy with achieving other substantive policy
objectives, such as bolstering labour rights, addressing quality infrastructure,
safeguarding national security and mitigating the climate crisis. The IPEF is a good
example of a framework that sets out to achieve these goals. It is possible to see both
a horizontal and economic fragmentation when discussing economic security issues.
Horizontally, countries each work towards different economic security objectives,
reflecting their unique market structures and political objectives. Vertically, there is
clear fragmentation between the objectives of companies, governments and other key
players. The speaker made clear that the WTO was not being used as a forum for
economic security-related discussions and questioned whether it could adapt
accordingly. One potential role for the WTO could be as a forum for informal
discussion and information exchange, between both likeminded and not-so-

likeminded countries, outside of their other economic security trade initiatives. The
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speaker also suggested that now is the right time to have a public policy discussion
on the objectives of the WTO’s security exemptions: are they sufficient, or do they
need to be changed?

During the discussion, the conversation returned to China’s membership of the
CPTPP. One participant suggested that, while Beijing is aware that China does not
meet the high standards required for CPTPP membership, it continues to pursue
this as a signal of its willingness to open up to the global economy. It also feeds into
Beijing’s dual circulation strategy: the second part of which focuses on external
circulation as a means to upgrade China’s trading system. On Taiwan, while there
was a shared desire to see greater Taiwanese participation in Indo-Pacific trade
architectures, most participants were in agreement that geopolitical dynamics mean
that its participation remains highly unlikely. Participants also discussed the gap
between rhetoric and substance regarding India’s participation in trade initiatives:
while on paper the Indian government does seem committed to trade liberalisation,

this is focused on bilateral and minilateral, rather than multilateral, initiatives.
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8. T v — MNEFHHRE

T A —T METRHZT U — N E (BIEE 204/4 74 2 1834, %5 74)

1. Overall evaluation of the forum

At %
Satisfactory 75 :+ Satisfactory
Somewhat satisfactory 20

Somewhat unsatisfactory 5 & Somewhat

satisfactory
Unsatisfactory 0
# Somewhat
unsatisfactory
2. How did the forum meet your expectations?
A %
Higher than expected 50
As high as expected 50 SRR - Hi
As low as expected 0 :::q,*gfgqu expecte
Lower than expected 0 S i
B <45 il
’:3‘:‘3‘3‘:‘3‘3‘: g expected
ety
3. Were the topics timely and relevant to the issues of the day?
Al %
Agree 80
Somewhat agree 20 : Agres
Somewhat disagree
Disagree

¥ Somewhat
agree

32



4 . Please evaluate Session 1: What does de-risking look like in practice?

FE %
Satisfactory 75
Somewhat satisfactory 20
Somewhat unsatisfactory 5
Unsatisfactory 0

-t Satisfactory

* Somewhat
satisfactory

% Somewhat
unsatisfactory

5. Please evaluate Session 2: Making sense of the emerging trade architecture in the

Indo-Pacific region?

BRI %
Satisfactory 75
Somewhat satisfactory 20
Somewhat unsatisfactory 5
Unsatisfactory 0

= Satisfactory

2 Somewhat
satisfactory

# Somewhat
unsatisfactory

6. Were today's discussions useful for your work/research?

FEA %
Useful 70
Somewhat useful 30

Somewhat not useful

Not useful

2 .
rletetlule! i+ Useful
S
et tetetels!

:Eﬁﬁaggafi

fotatel 30% its

G
‘:*:*:*%‘

SN
2525

¥ Somewhat
useful
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7 . What is your profession?

EHES %
Academic 25
Business person 45
Researcher 25
Student 0
Media 0
Government official 0
Other 5

- Academic

= Business person

# Researcher

<4 Other
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9. FEMEFEHEM
Japan Economic Foundation (JEF)

The Japan Economic Foundation (JEF) was established in
July 1981 to deepen understanding between Japan and
other countries through activities aimed at promoting

Japan EConormic FoLndation economic and technological exchange.

With this goal in mind, JEF engages in a broad range of
activities; it provides information about Japan and arranges venues for the exchange
of ideas among opinion leaders from many countries in such fields as industry,
government, academia and politics in order to build bridges for international
communication and to break down the barriers that make mutual understanding
difficult.

URL: https://www.jef.or.jp

The Royal Institute of International Affairs
(Chatham House)

‘ CH ATH AM Chatham House, home of the Royal Institute of
<

International Affairs since 1920, is a world-

b HOUSE leading source of independent analysis, informed

debate and influential ideas on how to build a prosperous and secure world for all.

Each year Chatham House hosts around 350 events, including 20 one- or two-day

conferences and numerous private workshops and roundtable discussions. These

bring together opinion formers and decision-makers from public policy and business
to present and debate new approaches to global challenges.

URL: www.chathamhouse.org
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10. ¥R

(A Al

— RN E R AR, Japan Economic Foundation (JEF)
£ BT @ T104-0061 HURUHR R [XERIAE 3-7-3 SRIEEA— I BV 5 [F
TEL : 03-6263-2517 FAX: 03-6263-2513
URL : httpsi//www.jef.or.jp
Email :  gyoumu@jef.or.jp
Y EBER A ET

W A £

FH =T

(== )
Y [E ENLEBRRIE SRR (v Z v &)/ The Royal Institute of International
Affairs (Chatham House)
£ Fr : 10 St James's Square, London SW1Y 4LE, UK
URL : www.chathamhouse.org

2 ¥ : Chloe Sageman, Senior Manager, Asia-Pacific Programme
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