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I. Introduction: The Concept
of Economic Security

T he concept of economic security largely in-
cludes the elements of economic statecraft,
economic resilience, and building mutual trust.
Economic statecraft refers to the act of using
economic means in fields such as trade, invest-
ment, and finance as a source of power in or-
der to achieve one's national interest or to
change the behavior of another country. Eco-
nomic resilience, then, refers to measures used
to preserve the national interest in the eco-
nomic field from external threats, and signifies
the ability to recover immediately even when
physically threatened. This can be explained
as the ability to respond to areas of sensitivity
and vulnerability, which can be secured by re-
ducing sensitivity by lowering dependence on
the other party and reducing vulnerability by
preparing alternatives for emergencies. Lastly,
building mutual trust explains the psychologi-
cal aspect of economic security, and in the end,
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it means that a stable economic security envi-
ronment cannot be created without trust-build-
ing between countries.

I1. Geopolitical Risk and
Economic Security

Recently, the intensification of U.S.-China
strategic competition, spread of COVID-19 in-
fections, and the Russia-Ukraine war are dis-
rupting the global supply chain and increasing
instability in the global economy. The result-
ing instability in the supply of semiconductors,
medicines, food, and energy is leading to an
economic downturn, and the U.S., China, Ja-
pan, and EU are actively pursuing strategies to
strengthen economic security.

However, ever since World War 11, there has
never been a time when economic security
was not important. During the Cold War, the
United States offered trade and aid to capitalist
countries and imposed sanctions on socialist
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countries to contain the Soviet Union. There
was a brief period after the 1980s when the
economic-security link was somewhat relaxed,
when neoliberalism emphasizing market
mechanisms became popular, and as the so-
cialist economy shifted to a capitalist economy
after the dissolution of the Soviet Union in the
1990s. However, after the Trump administra-
tion, which took office in 2017, started a trade
war with China, economic security began to
receive attention again. In this sense, the key
to recent economic security is the U.S.-China
strategic competition. To counter China's eco-
nomic rise, the United States is re-tightening
economic-security links that were loosened in
the post-Cold War era.

On the other hand, it can be said that the dif-
ference between the Cold War period and the
post-Cold War period is China's share and in-
fluence in the global supply chain. China,
which accelerated its industrialization through
reform and opening up in the late 1970s, has
grown as the world's factory after joining the
World Trade Organization (WTQO), resulting
in a significant increase in its share and influ-
ence in the global economy and global supply
chain. Although there is still a large gap with
the U.S. in high-tech industries, China is in-
creasing its dominance in the global market in
non-high-tech industries. It is also worth pay-
ing attention to the trend that the realm of stra-
tegic competition between the U.S. and China
is expanding to cyber and digital space. This is
because China is rapidly developing its own
ecosystem separately from the United States.

August 30, 2022

In this situation, the strength and scope of the
means that the U.S. can employ in response
are gradually decreasing. The U.S. is in a situ-
ation where it cannot respond to China just
with the traditional means of economic state-
craft. For this reason, the U.S. is contemplat-
ing new economic statecraft techniques. It is
actively exploiting the vulnerability of inter-
dependence in order to maximize its strengths
while minimizing the damage it receives.
However, unlike in the past, when economic
statecraft was mainly used by economically
advanced countries such as the U.S., the EU,
and Japan, China and Russia have recently re-
sponded to the West through counter-sanc-
tions, and the means are becoming more di-
verse, including both negative and positive
sanctions and combining network-based
means.

I11. Global Supply Chain of
Semiconductor and Battery
Industry

T 'he semiconductor industry supply chain is
drawing keen attention as a shortage of semi-
conductors for automobiles occurred immedi-
ately after the outbreak of the COVID-19 pan-
demic. Although the United States maintains
the world's highest level of design and equip-
ment required for semiconductor production, it
still lags behind Korea and Taiwan in its ad-
vanced semiconductor production capacity. To
solve this problem, the U.S. wants to increase
domestic production, and to that end, it has
pushed for a semiconductor bill and demanded
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direct investment from Samsung Electronics
and TSMC. China is also continuing its indus-
trial policy to dramatically improve semicon-
ductor self-sufficiency. However, China's sem-
iconductor industry is facing serious difficulty
because the U.S. strongly controls the export of
key equipment necessary for the production of
advanced semiconductors. Meanwhile, Japan
also resumed industrial policy aimed at revital-
izing the semiconductor industry. Because it is
impossible for Japanese companies to manu-
facture advanced semiconductors alone, the
Japanese government is promoting various sup-
port policies for cooperation with the U.S. and
Taiwanese companies. And the EU, which has
ASML, the leading producer of EUV exposure
equipment essential for high-tech semiconduc-
tor production, is discussing a semiconductor
law similar to that of the United States. Since it
is impossible to build an independent ecosys-
tem in the short term, the EU is also seeking to
attract foreign investment.

IVleanwhile, the battery industry is important
not only for the 4th industrial revolution but
also for the prevention of climate change. This
is why the demand for electric vehicles is in-
creasing to achieve carbon neutrality and the
competition to dominate the battery supply
chain is intensifying.

T he country leading the battery supply chain is
China. Chinese companies control about 60%
of global production for rare metals essential
for battery manufacturing. China's CATL has
already become the world's largest company in
terms of production scale. In view of the rapid
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increase in the supply of electric vehicles in
China, the world's largest producer and con-
sumer, it is expected that China's share and role
in global battery production will increase. On
the other hand, the United States, the home of
Tesla, the world's top electric vehicle company,
is a late follower in battery production. Ameri-
can automakers prefer joint ventures with over-
seas battery companies rather than independent
development.

T he U.S. and China, from the perspective of
hegemonic competition, say that the country
that dominates the electric vehicle and battery
market will dominate the world, and character-
ize the expansion of battery factories and tech-
nology development as a 21st century-style
“arms race.” However, the key to reorganizing
the battery-related supply chain is securing raw
materials for batteries. Even with the crisis of
securing raw materials for batteries due to var-
ious geopolitical risks, it is predicted that the
second semiconductor crisis will be repeated in
the electric vehicle battery sector. Therefore,
countries showing weakness in the supply and
demand of raw materials for batteries will find
it necessary to strengthen the triple safety net of
“Secure-Stock-Circulation” of key raw materi-
als for batteries.

V. Economic Security Strategies
of Major Countries

T he positions of major countries to strengthen
economic security are diverse. Due to different
political and economic conditions and external
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environments, each country is pursuing strate-
gies and policies to overcome the challenges it
faces. Therefore, it can be said that there is no
panacea for economic security.

First, the goal of economic security pursued by
the U.S. is to contain China's economic rise and
promote the growth of the U.S. economy. And
the U.S. economic security strategy is currently
leading the various global economic security is-
sues.

On the other hand, the goals of Japan's eco-
nomic security strategy can be broadly divided
into two categories: risk management from ex-
ternal threats and economic growth. In other
words, Japan is responding defensively to risks
arising from interdependence with foreign
countries, while actively responding to policies
to foster strategic industries, especially semi-
conductor industries, that are both important in
terms of security and growth.

T he EU's economic security strategy is struc-
tured around strategic autonomy. The reason
the EU seeks autonomy is because it has differ-
ent interests and values from the U.S. and
China. Unlike the U.S., the EU does not regard
China as an enemy. In terms of security, the
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EU's biggest external threat comes from Russia,
not China. Therefore, the EU is choosing a
hedging strategy between the U.S. and China
based on the balance of interests rather than
band-wagoning with any one side.

Under the Xi Jinping regime, China has estab-
lished and implemented policies and strategies
related to economic security more systemati-
cally. First, based on its rapidly growing eco-
nomic power, China is more actively using eco-
nomic statecraft. In addition to the traditional
negative economic sanctions that use economic
power as a means of pressure on the opponent,
it is actively using positive economic sanctions
to entice counterparts through various eco-
nomic benefits. Meanwhile, for economic resil-
ience, China s actively strengthening its supply
chain and industrial competitiveness. China is
trying to diversify trade and secure a stable sup-
ply chain for energy and resources in order to
respond to various U.S. sanctions. To this end,
it is actively pursuing a dual cycle policy
(W EZR), such as seeking internalization of the
supply chain by actively utilizing its huge do-
mestic market, and is actively utilizing China's
BRI (—/—E&), a national-level external co-
operation initiative.Kisp
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