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Abstract of Thesis

Japanese and South Korean Economic Decision-Making:
The 2019 Trade Dispute and Retaliatory Policy

This paper examines the trade dispute between Japan and South Korea (2019– )

and the motivations of and influences on the decision-making processes of both

governments. Tying historical disagreements– chiefly the issue of forced labor during

Japan’s colonization of Korea– to the imposition of restrictive trade measures, this thesis

argues Japanese retaliation for the South Korean support for compensation and Korean

retaliation for the initial curbs.

The trade dispute began in July 2019 as Japan tightened export controls and

removed South Korea from its white list of preferred partners. While the Japanese

government argued security concerns as its motivation, this empirical case demonstrates

the role of historical disagreement as a key factor. Prime Minister Shinzo Abe’s

leadership of the decision was fueled by his frustration over the forced labor issue,

particularly regarding the South Korean Supreme Court’s ruling against Japanese firms.

Given the expanded power of the Prime Minister and Abe’s concentration of political

support, he was enabled to pursue retaliatory policy in line with his personal agenda. On

the South Korean side, the removal of Japan from its white list was motivated by

domestic pressures on President Moon Jae-in to retaliate. While Moon’s history of

support for individuals’ rights and victims of wartime atrocities, domestic pressures such

as public opinion and electoral politics constrained his policy options and led him to take

a hardline stance against Japan.
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In an apparent resolution of the forced labor and trade disputes, the new South

Korean President Yoon Suk-yeol decided in March 2023 to compensate victims through a

government-organized fund, absolving Japanese firms from any contribution. Yoon’s

decision to reconcile with Japan at a major political cost reflects a shift in strategic

calculations favoring alignment with Japan to address global challenges and regional

concerns. In its application of domestic politics, leadership primacy, and external factors

models of foreign policy, this thesis assesses the extent to which Japanese and South

Korean leadership faced opportunities or constraints in setting trade policy.
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Chapter 1: Introduction

The aim of this paper is to investigate the Japanese and South Korean foreign

policy making process in the ongoing trade dispute (2019– ). Specifically, using a

case-study method, the project focuses on the factors and steps that led to the Japanese

decision to tighten export controls and remove South Korea (also known as the Republic

of Korea, or ROK) from their white list of preferred trade partners, and the South Korean

decision to retaliate with similar restrictions.

Foreign policy decision-making refers to choices by individuals, groups, and

coalitions on a state’s international actions. With uncertainty on opponents’ perceptions,

motivations, and intentions, actors develop foreign policy through a series of interactions

and decisions.1 Various theories and perspectives attempt to explain how foreign policy

decisions are made. Many scholars assume rationality, taking a realist view that argues

states as unitary actors act to maximize self-gain and minimize self-loss within an

international system characterized by anarchy.2 The bureaucratic politics model argues

that governmental behavior results from bargains “along regularized circuits among

players positioned hierarchically within the government.”3 In this perspective, actors

maintaining different preferences and positions of power bargain through give-and-take

processes and evaluations of outcomes that serve personal interests. Others argue the

influence of domestic factors. For one, Schweller (2006) pointed to four intervening

factors that impact government response to external pressures: elite consensus,

3 Roger Hilsman. To Move a Nation, 1964.
2 John J. Mearsheimer. "Reckless states and realism." International relations 23, no. 2 (2009): 241-256.

1 Alex Mintz and Karl DeRouen Jr. Understanding foreign policy decision making. Cambridge University
Press, 2010.
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government or regime vulnerability, social cohesion, and elite cohesion.4 Such variables

influence state unity and action, with greater polarization undermining state

responsiveness to external threats. Anderson (2022) argued that policy is made in

response to demands from other actors such as the public or political officials. In this,

officials make purposive decisions on issues they identify as within their responsibility to

solve.5 Japan and South Korea demonstrate this in the trade dispute as the export controls

were developed by government bodies in response to various internal and external

pressures. The question here is to what extent did Japanese and South Korean leadership

in this case direct policy creation and implementation, and in what ways did their

interests in addressing historical differences (to reject new demands for accountability

and to support calls for compensation, respectively) guide policy-making?

On Japanese policy-making, Zakowski et al. (2018) point to the prime minister’s

expanded powers and increased relative position resulting from institutional change

throughout the 1990s and 2010s. This resulted in diplomacy and policy decisions led by

the prime minister and his office. The concept of the expanded role of the prime minister

is particularly relevant in the present case, during which Shinzo Abe used his power as

prime minister to push forward with a policy towards Japan that was motivated by his

own interests. This paper investigates to what extent Abe took leadership of the decision

to enact trade curbs against South Korea, and how his personal convictions and

leadership factored in. Regarding external pressures on Japan, the authors also identify

U.S. national interests and grand strategy as significant influencing factors.6 For South

6 Karol Zakowski et al. "Japan’s foreign policy making." Cham: Springer (2018).
5 James E. Anderson, Jeffrey Moyer, and George Chichirau. Public policymaking. Cengage Learning, 2022.

4 Randall L. Schweller. "Unanswered threats: A neoclassical realist theory of underbalancing." In Realism
Reader, pp. 265-271. Routledge, 2014.
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Korea, Hermanns (2013) argued a role theory framework to link structural variables such

as international norms with state agency, or national role conception as the shared

understanding of the proper role of a nation in the international sphere. Leadership’s

national role in conception and perception of expectations inform policy, as well as

domestic understandings on the whole. Domestic views in South Korea of the state’s role

in economic development support the idea that foreign policy should benefit Korean

companies and economic performance.7 Farrell and Newman (2019) described the

phenomenon of weaponized interdependence, “leveraging global networks of

informational and financial exchange for strategic advantage.”8 As complex economic

interdependence may facilitate the emergence and endurance of power asymmetries,

those of more relative power may take advantage of such interdependence to shape

others’ actions and responses. As the primary supplier of certain key input materials for

semiconductors– one of South Korea’s top industries– Japan was able to leverage its

position in the trade dispute.9 The present study explores how Japan weaponized

interdependence to punish South Korea for its stance on the forced labor issue and

leverage the threat of economic harm to elicit a favorable response. In this case, Japan

appears to have employed a “chokepoint effect” to deny access to essential items in the

global semiconductor supply chain to coercive ends.

One area of contention is trade and trade regulation. Export controls classify items

and destinations according to different systems and may designate certain goods as

requiring additional licensing and review. Items may be classified as controlled, which

9 “Factbox: The high-tech materials at the heart of a Japan-South Korea row,” Reuters, July 2, 2019,
https://www.reuters.com/article/us-southkorea-japan-laborers-factbox-idUSKCN1TX12I.

8 Henry Farrell and Abraham L. Newman. "Weaponized interdependence: How global economic networks
shape state coercion." International Security 44, no. 1 (2019): 42-79.

7 Heike Hermanns. "National role conceptions in the ‘Global Korea’foreign policy strategy." The Korean
Journal of International Studies 11, no. 1 (2013): 55-82.
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face some sort of restrictions when exporting to certain locations. Another designation

includes dual-use goods, which have both civilian and military uses that may require

additional concern. Various multilateral export control regimes exist to preserve

international security by preventing the buildup of weapons of mass destruction or input

materials. Japan and South Korea are part of four including: the Wassenaar Arrangement,

the Missile Technology Control Regime, the Nuclear Suppliers Group, and the Australia

Group.10 The white list marks trusted export destinations that are known to employ strict

measures in screening, for Japan, allow producers of dual-use items to more quickly

complete transactions. By removing South Korea from its white list, Japan has signaled a

break in trust and doubt of South Korea’s own screening measures. South Korea is the

only nation to be removed from Japan’s list.11

Discourse over the motivations of these trade curbs remains ongoing, with South

Korea accusing Japan of retaliation over the forced labor issue and Japan maintaining

security concerns as the impetus for the decision. The hypothesis of this paper is that

lasting conflict over Japan’s wartime atrocities and disagreement over its resolution

fueled the trade dispute. Japan’s initial export curbs, rather than motivated by security

concerns, were retaliation for the 2018 Korean Supreme Court ruling against Japanese

companies on the forced labor issue. With Prime Minister Abe leading the decision,

Japanese leadership became committed to his agenda and has been unable to deviate from

its position. While the Japanese government cited security concerns and a lack of

11 Walter Sim. "Japan removes South Korea from white list: Q&A on this list of 'trusted' trading partners."
The Strait Times, August 2, 2019,
https://www.straitstimes.com/asia/east-asia/japan-removes-south-korea-from-white-list-qa-on-this-list-of-tr
usted-trading-partners.

10 “Export Administration Regulations.” U.S. Department of Commerce– Bureau of Industry and Security,
September 15, 2022,
https://www.bis.doc.gov/index.php/documents/regulation-docs/452-supplement-no-1-to-part-740-country-g
roups/file.
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sufficient communication in their decision, other political officials, along with news

sources, have pointed to anger over the 2018 court ruling against Japanese companies on

the forced labor issue. Similarly in South Korea, President Moon Jae-in’s tough stance on

Japan regarding the forced labor issue created a situation in which he could not concede

on the forced labor point. With South Korea’s insistence that Japan’s trade curbs were due

to frustration over the court ruling, Moon led the push for tightening export controls in

response to Japan’s initial ones.

Chapter 2 provides a contextual background for the paper, outlining a brief history

of Japan-South Korea relations and the colonial period and the origins of the dispute over

forced labor. Reviewing the court rulings that the South Korean government identifies as

Japan’s political motivation for tightened export controls, Chapter 2 ends with a brief

outline of key events in the trade dispute itself. Chapter 3 outlines the methodology

adopted for comparative analysis. Chapter 4 outlines Japan’s basic governmental

structure and foreign policy process before assessing the decision to pursue trade curbs.

Chapter 5 will similarly lay out South Korea’s governmental structure and policy

decision-making process and then the decision to respond with its own tightened controls.

Chapter 6 is aimed at a deeper assessment of the role of the forced labor court rulings in

fueling the trade dispute and diplomatic tensions surrounding it, as well as the influence

of domestic pressures and limited role of external mediation. Chapter 7 concludes with a

summarization of how the trade dispute developed into the present situation and potential

future considerations.
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Chapter 2: Background

Overview of Japan-Korea Relations

Motivated by regional and international security pressures, Japan and South

Korea formalized diplomatic relations in 1965 with the Treaty on Basic Relations

Between Japan and the Republic of Korea.12 The normalization treaty also established a

trade partnership and addressed the settlement of property and claims between the two

nations. While the language of the treaty outlines claims on property rights, financial

rights, debts, and credits, it does not preclude individual rights. Since then, Japan and

South Korea have maintained diplomatic and economic cooperation, participating in

multilateral trade blocs such as the Asia-Pacific Economic Cooperation (APEC) and 2022

signing on to the US-led Indo-Pacific Economic Framework (IPEF). The two have also

fostered military cooperation, participating in a trilateral partnership along with the

United States against North Korean provocations.13 In 2016, Japan and South Korea

signed the General Security of Military Information Agreement (GSOMIA) to share

military information regarding North Korea and bolster its defense activities.14 However,

cooperation through GSOMIA stalled in 2019 as historical tensions and the forced labor

issue strained bilateral relations.

Article 2 of the 1965 normalization treaty stated that “[i]t is confirmed all treaties

or agreements concluded between the Empire of Japan and the Empire of Korea on or

14 “Despite criticism, South Korea signs GSOMIA with Japan.” Hankyoreh, November 23, 2016,
http://english.hani.co.kr/arti/english_edition/e_national/771627.html.

13 “US, Japan, S. Korea enhancing trilateral cooperation against NK provocations: Blinken,” The Korea
Times, January 12, 2023, https://koreatimes.co.kr/www/nation/2023/01/103_343456.html.

12 Cha, Victor D. "Bridging the gap: The strategic context of the 1965 Korea-Japan normalization treaty."
Korean Studies 20, no. 1 (1996): 123-160.
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before August 22, 1910 are already null and void.”15 This emerged as an early point of

contention between the two nations, with the South Korean interpretation that the

annexation treaties or agreements were always null and void and the contrasting Japanese

interpretation that the Treaty Annexing Korea to Japan only became invalid after the

1948 ROK declaration of independence.16 As reflected in this disagreement, the issue of

Japan’s colonial legacy is a strong and recurring point of contention between Japan and

South Korea.

Colonial Period (1910 – 1945)

With Japan’s colonization of Korea as the basis of historical conflict between

Japan and South Korea, clashes over accounts and reparations fuels tensions today. As

Japan pursued expansionary efforts, they took territories under their control and exerted

complete economic and military dominance. To further cement its authority, Japan

established Korea as a protectorate in 1905. As a protectorate, Korea was subject to

political and social reforms, replacing Korean ways and officials with Japanese ones. The

year 1910 brought official annexation through the Japan-Korea Annexation Treaty,

officially eliminating Korean sovereignty and establishing total Japanese control.17 As a

colony, Korea became economically dependent on Japan and faced severe restrictions,

such as a ban on the Korean language and the imposition of Japanese names.18

The issue of sexual slaves, euphemized “comfort women” in Japan, was one of

the impactful wartime atrocities that has yet to be permanently resolved. Although exact

18 Ibid.
17 Alexis Dudden. Japan’s colonization of Korea: Discourse and power. University of Hawaii Press, 2006.

16 Takabayashi Hideo. "Normalization of Relations between Japan and the Republic of Korea: Agreement
on Fisheries." Japanese Ann. Int’l L. 10 (1966): 16.

15 Treaty on Basic Relations between Japan and the Republic of Korea. 1965.
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numbers are contested, experts estimate that between 100,000 and 200,000 “Korean

women were mobilized into slavery” by the Imperial Japanese Army.19 Women and

young girls were coerced, trafficked, or otherwise forced into working in military

brothels. Subjected to great exploitation and abuse, survivors have continued to fight for

apologies and reparations.20 The issue has become a particularly intense political issue,

with Japan and South Korea clashing over representation in history textbooks, individual

compensation, and recognition and memorialization of the victims.

The other enduring issue was that of forced labor. Over 700,000 Koreans were

made to work in Japanese factories, mines, and construction throughout World War II.21

Tasked with dangerous work and subjected to harsh treatment, Korean laborers suffered

abuse alongside inadequate living and work conditions. Many Koreans were also forcibly

conscripted to support the declining Japanese forces towards the end of the war.22 In this

way, Koreans were worked to death to support the Japanese war effort. While colonial

rule ended in 1945 with Japan’s defeat in World War II, South Korea and Japan continue

to clash over the legacy of these abuses to this day. The Japanese government maintains

that the issue of compensation related to abuses under Imperial Japan was completely

resolved with the 1965 normalization treaty in which Japan provided $300 million in

economic aid and $500 million in loans. The South Korean side, however, points to

individuals’ rights to seek redress.

22 Rudolph J. Rummel. Death by government. Transaction Publishers, 1997.

21 Naitou Hisako. “Korean Forced Labor in Japan’s Wartime Empire.” In Asian Labor in the Wartime
Japanese Empire: Unknown Histories, pp. 95-98. Routledge, 2014.

20 Tanaka Yuki. Japan’s comfort women. Routledge, 2003.
19 Bruce Cumings. ​Korea’s Place In The Sun. N​ew York: W. W. Norton & Company, 1997.
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Court Rulings

Multiple Japanese and South Korean courts have overseen cases brought forth by

forced labor victims. Throughout the 1990s and 2000s, lower courts in both nations sided

with Japanese companies under the idea that the 1965 normalization treaty formally

settled the issue. However, the South Korea Supreme Court in 2012 reversed the trend,

asserting that the Japanese court rulings against victims of Nippon Steel, Sumitomo Steel,

and Mitsubishi Heavy Industries violated its Constitution and international legal norms.23

As South Korean courts began to side with victims, the Japanese corporations involved

refused compensation, instead appealing their cases and escalating the issue back to the

Supreme Court.

In 2018, two landmark rulings in favor of Korean forced labor victims sparked

political backlash. The South Korean Supreme Court ruled on October 30 against Nippon

Steel and Sumitomo Steel and on November 29 against Mitsubishi Heavy Industries. The

court ordered the companies to compensate individual victims in a rejection of the stance

that the forced labor issue had been settled by the normalization treaty.24 Japan challenged

these decisions, with both the companies in question refusing to comply and government

officials threatening to escalate the issue. Foreign Minister Taro Kono denounced the

rulings as “totally unacceptable” and “overturn[ing] the legal basis for friendly ties

between Japan and South Korea.” Prime Minister Shinzo Abe rejected the rulings as

“impossible in light of international law” and promised to respond “resolutely.”25 With

25 Kim Tong-hung. “Court orders Japan company to pay 4 Koreans for forced labor,” AP News, October 30,
2018, https://apnews.com/article/474886c44d2c498e94e90c0a8abc5f6d.

24 Ibid.

23 Choe Sang-Hun. “South Korean Court Orders Mitsubishi of Japan to Pay for Forced Wartime Labor,”
The New York Times, November 30, 2018,
https://www.nytimes.com/2018/11/29/world/asia/south-korea-wartime-compensation-japan.html.
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both Japan and South Korea refusing to concede, this statement points to Abe’s leading

push for strong action and eventual retaliation over the issue.

Trade Dispute (2019 – present)

The trade dispute began on July 1, 2019 when Japan reviewed and updated their

licensing policies on exports to South Korea. The Trade Control Policy Division, Trade

Control Department, and Trade and Economic Cooperation Bureau of the Japanese

Ministry of Economy, Trade and Industry announced the planned revisions, which

included the start of collecting public comments towards removing South Korea from the

nation’s white list. Beginning July 4, “exporters shall apply for an individual export

license for export of Fluorinated polyimide, Resist, and Hydrogen Fluoride, and their

relevant technologies, which may include technology transferred with exports of

manufacturing equipment to the Republic of Korea, as the relevant bulk licenses for those

three items will no longer be applicable.”26

The export controls required South Korean exporters to seek approval for each

shipment of the targeted materials, a process that could take up to 90 days and potentially

significantly hinder export activity. Japan is the main producer of these three materials,

producing around 90% of global fluorinated polyimide and photoresists and 70% etching

gas (often hydrogen fluoride).27 The announcement caused immediate concern

particularly within the South Korean technology industry, as the restricted materials are

necessary inputs for semiconductors integral in electronics production.28 With Japan

28 Lindsay Maizland. “The Japan-South Korea Trade Dispute: What to Know,” Council on Foreign
Relations, August 5, 2019, https://www.cfr.org/in-brief/japan-south-korea-trade-dispute-what-know.

27 “Factbox: The high-tech materials at the heart of a Japan-South Korea row,” Reuters.

26 “Update of METI's licensing policies and procedures on exports of controlled items to the Republic of
Korea,” Ministry of Economy, Trade and Industry, July 1, 2019,
https://www.meti.go.jp/english/press/2019/0701_001.html.
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controlling the majority of the supply, South Korean chipmakers faced strains in sourcing

key input materials.

On August 2, 2019, the Japanese Cabinet officially approved South Korea’s

removal from the white list, which went into effect on August 28. This marked South

Korea as the first and currently only nation to be removed from Japan’s white list.

President Moon Jae-in denounced the decision as “carry[ing] the clear intention to attack

and hurt our economy by impeding our future economic growth” and vowed a strict

response.29 Moon further assured in a Cabinet meeting live broadcast that South Korea

has the capacity to implement countermeasures, announcing he “unequivocally warn[s]

that the Japanese government will be entirely held accountable for what will unfold going

forward.”30

At the same time, Finance Minister Hong Nam-ki announced South Korea “…will

also remove Japan from our white list and go through a process to strengthen our export

controls.”31 On September 18 South Korea officially removed Japan from its own white

list. Ministry of Trade, Industry and Energy (MOTIE) director general for international

trade policy Lee Ho-hyeon denied that the move was purely retaliatory, instead stating

that the government “pushed for the revision to reinforce the export control system by

subdividing categories for export regions and putting a country having difficulties in

international cooperation into a new category.”32

Amid the initial announcement of this move, the Korean MOFA commented that:

32 Kim Hwaya. “Trade Ministry drops Japan from 'whitelist' of preferential trading nations,” Korea.net,
September 18, 2019, https://www.korea.net/NewsFocus/policies/view?articleId=175393.

31 “South Korea to remove Japan from export 'white list': Finance Minister,” The Strait Times, August 2,
2019,
https://www.straitstimes.com/asia/east-asia/south-korea-to-remove-japan-from-export-white-list-finance-mi
nister.

30 Ibid.
29 Sim, “Japan to strike South Korea off white list, Seoul announces reciprocal action.”
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In particular, the ROK government cannot but deplore the fact that although the ROK
government has continued to call for the withdrawal of the improper measure and for
joint efforts to seek a constructive solution to the issue through dialogue, the Japanese
government pressed ahead with the measure that will have negative impact on not only
the ROK-Japan economic cooperation but also the regional prosperity and the global free
trade order.

The Japanese measure is not part of a review of export control implementation but a clear
retaliatory trade measure against the ROK Supreme Court’s ruling on the victims of
forced labor during Japan’s occupation of Korea as well as a significant challenge that
shakes the foundation of the long-standing friendly and cooperative relations between the
ROK and Japan. (MOFA, August 28, 2019)

This statement encapsulated the ROK government’s position that Japan’s

tightening of export controls was a direct retaliation over the 2018 forced labor Supreme

Court ruling. While Japan denies such accusations, South Korean leadership maintains

the Japanese curbs were retaliatory. With continuing disagreement over motivations and a

lack of resolution, the issue was escalated to the World Trade Organization (WTO) on

July 24.33 As of now, neither infrequent talks, WTO dispute settlement procedures, nor

U.S. mediation have facilitated an official resolution.

Talks on the forced labor issue resumed in early 2023 as the leaders of both

nations aim to improve relations and reach an agreement on settling the discourse over

compensation.34 Japanese media outlet Sankei reported at the time the potential of eased

export controls following the resolution of the forced labor issue, with the South Korean

foreign ministry optimistically noting the same.35 On March 6, 2023, current President

35 Komiya Kantaro. “Japan eyes easing South Korea export controls as Seoul seeks to improve ties, Sankei
reports,” Reuters, January 28, 2023,

34 Yonhap. “Korea, Japan continuing to narrow differences over forced labor issue: Vice FM,” Korea
JoongAng Daily, February 13, 2023,
https://koreajoongangdaily.joins.com/2023/02/13/national/diplomacy/Korea-Japan-United-States/20230213
095405496.html.

33 Tom Miles. “Japan and South Korea Clash at WTO over Trade Row,” U.S., July 24, 2019,
https://www.reuters.com/article/us-southkorea-japan-laborers-wto/japan-and-south-korea-clash-at-wto-over
-trade-row-idUSKCN1UJ1EM.
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Yoon Suk-yeol announced that the forced labor victims would be compensated by the

government’s Foundation for Victims of Forced Mobilization by Imperial Japan through

private donations, rather than by Japanese firms themselves.36 This marked a significant

shift in the South Korean approach, which under former President Moon resolutely

supported the need for Japanese corporations to fulfill compensation. Yoon justified the

move as necessary “for the South Korea-Japan relationship to enter a new era,” which

was reinforced by deputy national security adviser Kim Tae-hyo’s hope that “from now

on the two countries will make an effort to overcome the unfortunate history and develop

a future-oriented relationship.”37 Following this announcement, the South Korean

MOTIE announced that both governments agreed to pursue bilateral talks to return to the

export control status prior to July 2019.38 The subsequent Ninth Korea-Japan Export

Control Policy Dialogue succeeded in prompting Japan to lift its export controls and

South Korea to withdraw its WTO complaint.39 South Korea, too, announced revisions to

its export regulations towards restoring Japan’s preferred trade status, as well as fully

restarting the shared GSOMIA pact.40 As of late March 2023, the two nations are also

proceeding with white list restoration.41

41 “S. Korea drops WTO trade complaint against Japan, begins process for 'white list' reinstatement,”
Yonhap News, March 23, 2023,
https://en.yna.co.kr/view/AEN20230323007900320?section=economy-finance/economy.

40 “S. Korea informs Japan of decision to fully restore bilateral military information-sharing deal,” Yonhap
News, March 21, 2023, https://en.yna.co.kr/view/AEN20230321004700325.

39 “MOTIE announces outcome of 9th Korea-Japan export control policy dialogue,” Ministry of Trade,
Industry and Energy, March 16, 2023,
https://english.motie.go.kr/en/pc/pressreleases/bbs/bbsView.do?bbs_seq_n=1227&bbs_cd_n=2&currentPag
e=1&search_key_n=&search_val_v=&cate_n=.

38 “MOTIE makes announcement on Korea-Japan export control status,” Ministry of Trade, Industry and
Energy, March 9, 2023,
https://english.motie.go.kr/en/pc/pressreleases/bbs/bbsView.do?bbs_seq_n=1220&bbs_cd_n=2&currentPag
e=9&search_key_n=&search_val_v=&cate_n=.

37 Ibid.

36 Lee Haye-ah. “Yoon says forced labor decision aimed at moving toward future-oriented relationship with
Japan,” Yonhap News, March 6, 2023, https://en.yna.co.kr/view/AEN20230306008351315.

https://www.reuters.com/world/asia-pacific/japan-eyes-easing-skorea-export-controls-seoul-seeks-improve-
ties-media-2023-01-28/.
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Chapter 3: Methodology

The present paper is a comparative study looking at a case from the Japanese side

and a case from the South Korean side to understand each nation’s motivations and

reasonings that provoked the trade dispute. On the Japanese side, I will look at the

decision to tighten export controls against South Korea and remove the nation from their

white list, and on the South Korean side the decision of South Korea to retaliate against

Japan through removing Japan from their own white list.

To investigate the potential motivations of these decisions, I first established the

standard process and actors involved in setting trade policy in both Japan and South

Korea as a baseline. Then, I utilized a variety of government and media resources to

understand the considerations, discussion, and specific decisions that went into the

overall decisions. This includes official statements and press releases from government

officials and ministries, press statements and briefing, diplomatic discussions, and news

and media resources.

The critical actors in the South Korean and Japanese decision-making process are

government bodies as well as political officials. In Japan, Prime Minister Abe was a key

actor given the expanded power of the prime minister and Abe’s particularly strong

influence. The Ministry of Economy, Trade and Industry (METI) and the Ministry of

Foreign Affairs (MOFA), and Cabinet were key actors. In South Korea, the president, the

Ministry of Trade, Industry and Energy (MOTIE), and the Ministry of Foreign Affairs

(MOFA) were key actors.

The issue this paper seeks to explain is the decision to enact restrictive policy–

what pushed Japan’s decision to tighten export controls and remove South Korea from

14



their white list, and what pushed South Korea’s decision to respond by removing Japan

from its own white list? Through assessing theoretical models on primacy of executive

leadership, domestic politics, and external factors, this thesis examines both the

motivations and constraints Japan and South Korea faced in the trade dispute. The

domestic politics model examines the influence of factors such as public opinion,

electoral politics, legislative and party politics, political agency, and regime on

government actors’ foreign policy. Putnam (1988) asserted foreign policy is a two-level

game in which political leadership simultaneously make decisions in both an

international game and domestic game. In this, governments approach policy with the

aim to satisfy domestic pressures and minimize adverse consequences of international

developments.42 Leadership may either use domestic pressures as leverage in

international policy development, or may be constrained by local demands. Despite a

range of dimensions characterizing public attitudes and their emergence, public views

hold stable and structured beliefs. Public opinion may be utilized by leadership to appear

to reflect public interests in their policy choices. It may also constrain available policy

options by forcing leadership to avoid less popular decisions. Electoral politics are

another aspect of domestic politics that emerged as a potential point of interest in the

present trade dispute, with the potential role of elections on foreign policy decisions.

Preceding elections, political officials are increasingly pressured to make peaceful and

popular decisions to secure public support. Particularly ahead of politically challenging

42 Robert D. Putnam. "Diplomacy and domestic politics: the logic of two-level games." International
organization 42, no. 3 (1988): 427-460.
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elections, leadership may seek to be more responsive to public interests or to achieve

success in an ongoing conflict.43

The relationship between leadership and foreign policy decision-making

investigates the role of both individual characteristics and interests, as well as current

contexts and pressures. Leadership is a key factor in deciding and implementing policy

change. Greenstein (1969; 1987) proposed three considerations to assess the extent of an

individual actors’ influence: 1. the capacity for restructuring of the present environment;

2. the role of the actor and the extent of that role’s power); and 3. the nature of the

individual actor.44 With executive leadership, the extent of the role’s power and the

leader’s action in relation to their Cabinet and bureaucracy come into focus. Leadership’s

pursuit of their operational goals and interests are shaped not only by their power, but

also consensus and concentration of influence over advisers. When examining the impact

of external factors on foreign policy development, common variables include the

structures and characteristics of the international system, intentions and actions of other

actors, and present global and regional issues.45 Emerging issues or global conflicts may,

for example, shift foreign policy priorities or shape interests in partners for cooperation.

45 Paul Egon Rohrlich. "Economic culture and foreign policy: The cognitive analysis of economic policy
making." International Organization 41, no. 1 (1987): 61-92.

44 Fred I. Greenstein. Personality and Politics: Problems of Evidence, Inference, and Conceptualization,
1969, Chicago: Markham; Fred I. Greenstein. Leadership in the Modern Presidency, 1988, Cambridge:
Harvard University Press.

43 Douglas C. Foyle and Douglas Van Belle. "Domestic politics and foreign policy analysis: Public opinion,
elections, interest groups, and the media." In Oxford Research Encyclopedia of International Studies. 2010.
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Chapter 4: Japan

Government Structure and Foreign Policy-Making Process

In Japan, policy decisions are largely initiated by the Cabinet, which submits bills

to the National Diet for approval. The legislative branch is the National Diet, which is

composed of the House of Councilors and House of Representatives. As “the highest

organ of State power” and the only “sole law-making organ of the State,” the National

Diet maintains oversight of legislative deliberation and is responsible for the nomination

of the Prime Minister.46 The judicial branch encompasses lower courts (high courts,

district courts, family courts, and summary courts) and the Supreme Court, of which the

Chief Justice is nominated by the Cabinet.

The executive branch is headed by the Prime Minister and includes his Cabinet

and ministries. With the position of the Prime Minister holding a large concentration of

Power, he exerts considerable influence over the direction and formation of policy

options.47 In terms of economic decision-making, the Ministry of Economy, Trade and

Industry (METI), the Ministry of Finance (MOF), and Ministry of Foreign Affairs

(MOFA) are often involved. In particular, economic and trade policy traditionally fall

under METI’s jurisdiction. The Foreign Exchange and Foreign Trade Act provides the

framework for Japan’s security export control, and the Cabinet order and ministerial

order specify the controlled items and details of regulation.48 Japan’s Trade Control

Policy addresses the role of national security in coordinating trade measures and broadly

48 “Security Export Control,” Ministry of Economy, Trade and Industry,
https://www.meti.go.jp/policy/anpo/englishpage/securityexportcontrolinjapan.pdf.

47 Takenaka Harukata. "Expansion of the Prime Minister's Power in the Japanese Parliamentary System."
Asian Survey 59, no. 5 (2019): 844-869.

46 Japan Constitution, art. 41.
https://japan.kantei.go.jp/constitution_and_government_of_japan/constitution_e.html.
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acknowledges the increase in concern over the access of sensitive technologies that may

be used towards weapons of mass destruction (WMDs) proliferation.49

2019 Trade Dispute

In the case of the 2019 decision to tighten export controls against South Korea,

Prime Minister Abe and the METI were the primary actors. Within METI, the Trade

Control Policy Division, Trade Control Department, and Trade and Economic

Cooperation Bureau were the primary divisions overseeing implementation and releasing

official statements. Outspoken about his frustration over the forced labor issue, Abe used

his highly concentrated power as prime minister and wide influence over lower officials

to lead the push for retaliatory export controls.

On the history issue, Japan maintains that any grievances were settled with the

1965 agreement, pointing to the $300 million provided under the agreement and the

expectation that the responsibility then rested with the South Korean government for

individual compensation.50 Fueled by frustration and impatience in settling the forced

labor issue, Abe felt the desire and pressure to act. Shortly after the South Korean

Supreme Court’s ruling in late 2018, Abe in January 2019 threatened the use of

countermeasures if Japanese companies suffer damages as a result of the court ruling.51

With sanctions suggested as a means of retaliation, Abe directed the formation of

economic policy targeted at making South Korea react. According to a source within the

51 Alastair Gale and Dasl Yoon. “Forced-Labor Dispute Strains Japan-South Korea Relations,” The Wall
Street Journal, January 12, 2019,
https://www.wsj.com/articles/forced-labor-dispute-strains-japan-south-korea-relations-11547298003.

50 Yu Jinyul. “The Japan-Korea Dispute Over the 1965 Agreement,” The Diplomat, October 23, 2020,
https://thediplomat.com/2020/10/the-japan-korea-dispute-over-the-1965-agreement/.

49 “Trade Control,” Ministry of Trade, Economy and Industry, October 3, 2022,
https://www.meti.go.jp/english/policy/external_economy/trade_control/index.html.
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prime minister’s office, “more people within the administration are saying ‘We can’t wait

[for response by South Korea] any longer.’”52 Former South Korean Ambassador to Japan

Shin Gak-soo concurred that it appeared that Japanese leadership decided trade curbs

would be “an effective means to coerce South Korea into action.”53 An unnamed official

of the Japanese government shared in a private interview with Japan Nikkei reporters that

Abe’s office asked ministries in early 2019 to present options to pressure Moon to

respond favorably on settling the forced labor issue. Abe weaponized trade by ultimately

adopting a METI proposal to tighten export controls on the materials hydrogen fluoride,

fluorinated polyimide, and photoresist.54

METI announced the trade curbs with the rationale that it was to “ensure

appropriate implementation of Japan’s own export control and regulation.” The ministry

ended with the comment that it “recently found that certain sensitive items have been

exported to the ROK with inadequate management by companies.”55 Despite the mention

of export concerns, Japan did not verify the claims with specific examples or evidence of

violations. Neither did Japan explicitly lay out security concerns of alleged cases of

sensitive material leakages to North Korea, both of which were Japanese officials’

justification as the trade dispute progressed.

55 “Update of METI's licensing policies and procedures on exports of controlled items to the Republic of
Korea,” Ministry of Economy, Trade and Industry.

54 Obe Mitsuru and Jaewon Kim. “Inside the lose-lose trade fight between Japan and South Korea,” Nikkei
Asia, July 31, 2019,
https://asia.nikkei.com/Spotlight/The-Big-Story/Inside-the-lose-lose-trade-fight-between-Japan-and-South-
Korea.

53 Kim Victoria and Don Lee. “Japan uses trade restrictions as a weapon against South Korea,” The LA
Times, July 21, 2019,
https://www.latimes.com/world-nation/story/2019-07-21/japan-trade-restrictions-hit-south-korea.

52 “Japan mulls stricter export controls on more items to South Korea,” Kyodo News, July 2, 2019,
https://english.kyodonews.net/news/2019/07/b8ec74620fba-update1-japan-mulls-stricter-export-controls-on
-more-items-to-s-korea.html?phrase=Aboo&words=.
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For one, an unnamed METI official explained the export controls were prompted

by unspecified “weaknesses” in South Korea’s export controls, despite South Korea’s

participation in the same export control regimes and strong oversight. This official denied

that the cases of inappropriate exports went to a third country such as North Korea.56 Abe

and his top aides, however, suggested that there had been illegal exports of sensitive

items to North Korea.57 As South Korean leadership rejected and demanded proof of the

claims, members of the Japanese government continued with mixed accusations of South

Korean mismanagement. In their accusations, officials did not name specific companies

or instances of offenses. At the same time, Japanese media reported that hydrogen

fluoride South Korea imported from Japan had been transferred to North Korea. Senior

Liberal Democratic Party (LDP) officials including Executive Acting Secretary-General

Koichi Haguida fueled these reports, alleging in a Fuji TV broadcast that sensitive

materials could be used for military purposes and could have “ended up in North

Korea.”58 In another conflicting statement, Japanese officials denied that it had made

accusations about leakages to North Korea.59

The weakness of Japan’s security argument is substantiated by the fact that it had

not previously raised concerns of insufficient export control regulation or leakage of

sensitive items. South Korea’s MOTIE argued that Japan had not previously raised

59 Jin Hyunjoo and Yamaguchi Takaya. “South Korea accuses Japan of ‘lukewarm’ stand on North Korea
sanctions,” Reuters, July 15, 2019,
https://www.reuters.com/article/us-southkorea-japan-laborers-idUSKCN1UB03S.

58 Seo Seung-wook and Sarah Kim. “Abe ties export restrictions to ‘trust,’ North Korea sanctions,” Korea
JoongAng Daily, July 8, 2019, https://koreajoongangdaily.joins.com/news/article/article.aspx?aid=3065264.

57 Yamaguchi Takaya and Jin Hyunjoo. “Japan, South Korea raise stakes in dispute over forced labor,”
Reuters, July 8, 2019,
https://www.reuters.com/article/us-southkorea-japan-laborers-seko/japan-south-korea-raise-stakes-in-disput
e-over-forced-labor-idUSKCN1U4033.

56 “The Latest: Japan blames S.Korea export control ‘weaknesses’,” AP News, July 12, 2019,
https://apnews.com/article/78b9df6946bf457ea860c04b42f56385.
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concerns over military end-use catch-all controls in bilateral meetings, pointing out that

some countries still on Japan’s white list had not adopted such controls at all.60 Neither

did these concerns appear in any of Japan’s diplomatic bluebooks prior to the trade

dispute.61 62 The 2020 Diplomatic Bluebook covering 2019 described Japan’s tightened

export controls as necessary “to properly manage trade in goods and technologies which

could potentially be put to military use,” but its lack of reference to specific security

concerns or potential leakage to North Korea undermines the assertion that security

interests alone motivated the trade curbs.63 Further suggesting dissatisfaction over the

court ruling as the primary motivation over security concerns, Japan did not promptly

manage its review of export applications under its new policies. South Korean MOTIE

announced on October 1 that Japan had not yet approved any exports of liquid hydrogen

fluoride despite the conventional 90-day window for review having passed.64 This delay

of a critical material for South Korea’s top industries points to the Japanese government’s

economic retaliation motivation.

Early comments from Japanese leadership– particularly Abe himself– suggest the

significance of frustration over the court ruling. Abe and officials close to him have

commented that the measures reflect broken trust. In an election debate aired on Fuji TV,

Abe said that South Korea “clearly does not keep its promises and abide by the claims

64 Kim, Sohee. “Japan Curbing Export of a Key Chipmaking Material, South Korea Says,” Bloomberg,
October 1, 2019,
​​https://www.bloomberg.com/news/articles/2019-10-01/japan-curbing-export-of-a-key-chipmaking-material
-s-korea-says#xj4y7vzkg.

63 “Diplomatic Bluebook 2020 – Japanese Diplomacy and International Situation in 2019,” Ministry of
Foreign Affairs of Japan, October 21, 2020, https://www.mofa.go.jp/fp/pp/page22e_000932.html.

62 “Diplomatic Bluebook 2019 – Japanese Diplomacy and International Situation in 2018,” Ministry of
Foreign Affairs of Japan, October 17, 2019, https://www.mofa.go.jp/fp/pp/page22e_000929.html.

61 “Diplomatic Bluebook 2018 – Japanese Diplomacy and International Situation in 2017,” Ministry of
Foreign Affairs of Japan, September 20, 2018, https://www.mofa.go.jp/fp/pp/page25e_000237.html.

60 “Letter by the Government of the Republic of Korea (Summary) Regarding Japan's planned Amendment
to Export Trade Control Order,” Ministry of Trade, Industry and Energy, July 30, 2019,
https://english.motie.go.kr/en/pc/pressreleases/bbs/bbsView.do?bbs_cd_n=2&bbs_seq_n=725.
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agreement between two countries” and “obviously will not properly abide by trade

regulations.” Abe continued that “you can’t trust what they say” in a blatant accusation of

South Korea’s untrustworthiness and inability to fulfill its international commitments.65 A

METI official spoke on the issue at a press briefing on June 30, just as the initial export

controls were announced, commenting that “South Korea has failed to show any

satisfactory measures to resolve the forced labor issue ... and severely damaged mutual

trust.” Insisting that “as trust has been lost, we cannot have a dialogue and are unable to

ensure that proper export controls are being taken,” the official drew a clear line between

the forced labor issue and the tightening of export controls.66

Industry Minister Hiroshige Seko continued this rhetoric. On July 2, Hiroshige

stated that the export controls “were a consequence of South Korea failing to present

satisfactory measures” in resolving the forced labor issue. He continued that the curbs

were within WTO rules and “because our (mutual) trust has been severely damaged, we

have judged it is difficult to ensure proper export controls are being taken.”67 Chief

Cabinet Secretary Yoshihide Suga, a close and loyal official to Abe, reiterated the

Japanese government’s frustration towards South Korea regarding the forced labor issue

that same day. Despite denying retaliation, Suga asserted that South Korea “did not offer

a satisfactory solution over the issue of former workers on the Korean Peninsula before

the Group of 20 summit and we cannot help but to say the relationship of trust has been

severely damaged.”68

68 “Japan mulls stricter export controls on more items to South Korea,” Kyodo News.

67 Reuters. “Japan: Export curbs for S. Korea not in violation of WTO rules,” The Asahi Shimbun, July 2,
2019, https://www.asahi.com/ajw/articles/13060141.

66 Yamazaki Makiko and Park Ju-min. “Japan to tighten tech material exports to South Korea in wartime
labor row,” Reuters, June 30, 2019,
https://www.reuters.com/article/us-southkorea-japan-laborers-idUSKCN1TW144.

65 Seo and Kim, “Abe ties export restrictions to ‘trust,’ North Korea sanctions.”
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Abe was outspoken in his frustration with South Korea and its president in the

handling of historical legacy issues and as prime minister used his concentrated power

and support to lead the retaliatory effort against South Korea. As Scott Seaman, director

for Asia at political consultancy Eurasia Group, expressed, Abe “appears to have been

particularly irked” by the ongoing disagreement over the forced labor issue.69 Abe was

supported by the close loyalists in his Cabinet and appealed to his conservative voter base

to pursue an aggressive change in trade policy. Pursuing trade curbs in the months

following the South Korean Supreme Court’s ruling, Abe’s decision appears to have been

motivated by frustration and the desire to retaliate. The Japanese rationale shifted from

early links to dissatisfaction over the court ruling to issues in South Korea’s export

control measures. Inconsistency in its allegations and a lack of evidence on the Japanese

side undermine its insistence that the trade curbs were not a result of frustration over the

South Korean Supreme Court’s ruling against Japanese firms on the forced labor issue.

69 Shao Grace. “Tension between Japan and South Korea is rising, and it looks set to drag down trade,”
CNBC, July 8, 2019,
https://www.cnbc.com/2019/07/08/japan-south-korea-tensions-appear-set-to-drag-down-trade.html.
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Chapter 5: South Korea

Government Structure and Foreign Policy-Making Process

In South Korea, policy decisions are largely directed by the executive branch

headed by the president. The legislative branch is composed of the National Assembly

that deliberates policy and passes legislation. The judicial branch is composed of the

Constitution Court, which oversees Constitutional review, and ordinary and military

courts that adjudicate on all other matters. Ordinary courts in South Korea fall under the

jurisdiction of the national judiciary. The Supreme Court is the highest of the ordinary

courts, with its Chief Justice appointed by the president and approved by the National

Assembly at a level equal to the president of the Constitutional Court. The executive

branch encompasses the president and Presidential Secretariat, prime minister and his

Secretariat, and the State Council (the Cabinet). The president is the highest decision

maker in domestic and foreign policy and under the Constitution maintains a relatively

independent chief leadership. The president approves legislation that passes the National

Assembly and with his Cabinet “deliberates on important policies that fall within the

power of the Executive.”70 The Cabinet consists of the president, prime minister, vice

prime minister, and 17 Cabinet-level ministry heads.

In economic decision-making, the Ministry of Trade, Industry, and Energy

(MOTIE) and Ministry of Foreign Affairs (MOFA) are involved. With economic and

trade policy traditionally falling under MOTIE jurisdiction, the ministry oversees export

controls and licensing regulations. South Korea has adopted a conventional weapons

70 Republic of Korea Constitution. art. 88.
https://elaw.klri.re.kr/eng_service/lawView.do?lang=ENG&hseq=1.
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catch-all control recommended under the four international export control regimes it

participates in and implemented military end-use catch-all controls through a three-phase

enforcement system. South Korea also maintains commitment to the Foreign Trade Act,

the Public Notice on Trade of Strategic Items, and the Special Measures for Restrictions

on Trade for the Maintenance of International Peace and Security.71

2019 Trade Dispute

President Moon Jae-in and MOTIE were the primary actors in the decision to

remove Japan from its own white list. The perception that Japan’s decision was motivated

by the forced labor issue shaped the South Korean leadership’s quick decision to respond

with similar curbs. Moon and his ministers heavily criticized Japan’s curbs as baseless

economic retaliation.72 As Moon announced considering countermeasures in the days

following Japan’s decision, Minister of Trade, Industry and Energy Sung Yan-mo restated

South Korea’s conviction that it was reviewing “every possible plan.”73 Foreign Minister

Kang Kyung-wha continued this narrative in a PBS interview on both the forced labor

and export controls issues. She reiterated the government’s view of the move as

retaliatory, committing to resolution through dialogue but remarking that “history casts a

long shadow.”74 With her comment on the issue that there is a “blatant sense of injustice”

and that “Japan has not fully come to terms with the past,” Kang emphasizes both the

74 “Foreign Minister's interview with PBS(9.26),” Ministry of Foreign Affairs, September 30, 2019,
https://overseas.mofa.go.kr/us-chicago-en/brd/m_4835/view.do?seq=727538.

73 Yamaguchi Takaya and Hyunjoo Jin, “Japan, South Korea raise stakes in dispute over forced labor.”

72 AFP. “Japan moves to curb exports to South Korean tech firms, in escalation of forced labour row,” South
China Morning Post, July 1, 2019,
https://www.scmp.com/news/asia/east-asia/article/3016756/japan-hits-back-south-korea-forced-labour-row-
tightening-rules.

71 “Letter by the Government of the Republic of Korea (Summary) Regarding Japan's planned Amendment
to Export Trade Control Order,” Ministry of Trade, Industry and Energy.
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South Korean government and public’s frustrations. These grievances pushed the

government’s move to retaliate, particularly as offers of dialogue were left without

response.

Adhering to Moon’s commitment that his government “will resolutely take

corresponding measures in response to Japan’s unjustifiable economic retaliatory

measures,” Deputy Prime Minister and Minister of Economy and Finance Hong Nam-ki

announced in early August plans to remove Japan from its white list and escalate the

issue to the WTO.75 Industry Minister Sung reinforced this with the announcement that

South Korea would drop Japan from its white list, looking to relegate Japan to a lower

tier for countries with export control practices that did not conform to international

standards and expectations.76 South Korea officially removed Japan from its white list on

September 18, a move that demoted Japan from its status as a preferred trade partner with

simplified requirements. To these ends, MOTIE updated its Public Notice on Trade of

Strategic Items to divide its Region A (가 지역) category into Region A-1 and A-2

(가의1 지역 and 가의2지역). Japan was moved from the white list Region A to the new

Region A-2. Countries designated under Region A-2 follow multilateral export controls

but are believed by the South Korean government to employ export controls systems that

do not adhere to international principles and are thus subject to many of the stricter

controls Region B (나지역) countries face.77

77 “전략물자수출입고시,” Ministry of Government Legislation Korean Law Information Center,
September 18, 2019, https://law.go.kr/LSW/admRulLsInfoP.do?chrClsCd=&admRulSeq=2100000182255.

76 “대(對)일본전략물자수출통제강화”…‘가’에서 ‘가의2’로분류,” Ministry of Trade, Industry and
Energy, August 12, 2019,
http://www.motie.go.kr/motie/ne/motienewse/Motienews/bbs/bbsView.do?bbs_seq_n=155116966&bbs_cd
_n=2&currentPage=21&search_key_n=title_v&cate_n=&dept_v=&search_val_v=.

75 “Japan decides to revoke S. Korea’s preferential trade status,” Kyodo News, August 2, 2019,
https://english.kyodonews.net/news/2019/08/555ec96b3af8-breaking-news-japan-decides-to-revoke-s-kore
as-preferential-trade-status.html.
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At this time, South Korean Trade Minister Yoo Myung-hee also announced in a

briefing South Korea’s intention to file a complaint with the WTO over the export

controls issue. He explained the move as necessary “to prevent the act of abusing trade

for political purposes from recurring,” especially as South Korean companies were “faced

with serious damage” due to shipment uncertainties and potential resulting shortages.78

The decision to remove Japan from South Korea’s white list was concurrent with the

decision to escalate the issue to the WTO. This quick and simultaneous timing suggests

South Korean leadership’s motivations as retaliatory against Japan’s initial curbs. Rather

than waiting for an opportunity for dialogue or first relying on the WTO dispute

settlement process, the swift countermeasures represent an unwillingness to back down.

These attitudes further are emphasized by President Moon’s strong leadership on the

issue, seen particularly in his remark following an emergency Cabinet meeting, “If Japan

intentionally hurts our economy, it will also have to suffer big damage.”79 Both Abe and

Moon championed hardline stances insisting South Korea to leave historical differences

in the past and Japan to acknowledge its wrongdoings and assent to reparations,

respectively. In this, as the Japanese government became committed to Abe’s position,

South Korea too became committed to Moon’s approach.

79 Ben Dooley and Choe Sang-Hun. “Japan Imposes Broad New Trade Restrictions on South Korea,” The
New York Times, August 1, 2019,
https://www.nytimes.com/2019/08/01/business/japan-south-korea-trade.html.

78 “South Korea will lodge WTO complaint over Japan’s export curbs,” Al Jazeera, September 11, 2019,
https://www.aljazeera.com/economy/2019/9/11/south-korea-will-lodge-wto-complaint-over-japans-export-c
urbs.
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Chapter 6: Discussion

Broken Trust

The importance of mutual trust and the breaking of trust is a central theme within

the trade dispute. On both sides, a lack of trust fuels tensions– South Korea’s historical

resentment towards Japan consistently remains an obstacle to cooperation and Japan’s

frustration over the persistence of historical issues undermines its friendly relationship

and operations with South Korea. The Japanese government has highlighted its loss of

trust in South Korea in both the forced labor issue and the imposition of trade measures.

For one, immediately following the 2018 court ruling, Japanese Foreign Ministry Kono

Taro said the decision “completely overthrows the legal foundation of the friendly and

cooperative relationship that Japan and the Republic of Korea have developed since the

normalization of diplomatic relations in 1965.”80

With the backdrop of a damaged relationship, the argument of broken trust ties

together Japan’s approach to the forced labor and export control issues. METI and its

officials have emphasized this link with comments that “the export control system is built

based on international relations of trust,” but that “the relations of trust between Japan

and South Korea have been significantly harmed.”81 Deputy Chief Cabinet Secretary

Yasutoshi Nishimura furthered this idea in his comment that “it has become difficult to

work on export control with South Korea under a relation of trust,” implying that Japan

cannot trust South Korea to effectively manage its exports.82 This broken trust not only

82 Ibid.
81 AFP.,“Japan moves to curb exports to South Korean tech firms, in escalation of forced labour row.”

80 Denyer, Simon. “New South Korean court ruling angers Japan, deepening crisis between America’s
closest Pacific allies,” The Washington Post, November 29, 2018,
https://www.washingtonpost.com/world/s-korea-court-orders-japans-mitsubishi-to-pay-compensation-for-w
artime-forced-labor/2018/11/28/4f0a6616-f37e-11e8-9240-e8028a62c722_story.html.
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deteriorates the nations’ diplomatic relations, but also impedes the economic relationship

by justifying the enforcement of trade curbs. Officially, the Japanese government

remarked on the issue of broken trust in the METI announcement:

METI applies specific licensing policies and procedures for implementing its export
control and regulation on a country-by-country basis, considering how a specific country
implements its export control and regulation. In most cases, METI has developed these
policies and procedures through reliable relationships based on trust and close
communication with the specific country and its export control authority.

Through careful consideration among the relevant ministries in Japan, the Government of
Japan cannot help but state that the Japan-ROK relationship of trust including in the field
of export control and regulation has been significantly undermined. Considering that
certain issues in ROK's export control and regulation can only be addressed under a
relationship of utmost trust, METI has concluded that it must change the current
implementation practices such as licensing policies and procedures for export or transfer
of controlled items and their relevant technologies to the ROK in order to ensure
appropriate implementation of Japan’s own export control and regulation. In addition, as
METI has recently found that certain sensitive items have been exported to the ROK with
inadequate management by companies, METI will apply more stringent procedures over
certain controlled items and their relevant technologies. (METI July 1, 2019)

In this, the statement that “the Japan-ROK relationship of trust including the field

of export control and regulation has been significantly undermined” after review from

ministries beyond just METI suggests that the break in trust resulted from more than just

one export security concern. The Japanese government extended that lack of trust to

argue it cannot rely on South Korea to properly regulate its exports and thereby needed to

downgrade their trade status. Head of METI’s export control policy Iwamatsu Jun

highlighted this in his explanation that “the trust [with South Korea] which is the very

foundation of the export control has been undermined.”83 As Japan reiterated its loss of

trust, South Korea as well reflected on the issue. The South Korean government

acknowledged a loss of mutual trust, denouncing Japan’s moves and arguing retaliation

as the curbs were baseless and without notice. Minister-Counselor at the South Korean

83 Ibid.
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Embassy in Tokyo Choi Youngbae, for one, summarized the issue in his comment that

“they are saying they have lost trust in us, but we have lost our trust of them on this

matter.”84 A MOTIE press release of a letter by the ROK government acknowledged

Japan’s decision “will deal a blow to mutual trust of the two nations in the export controls

sector,” undermining not only bilateral cooperation but also multilateral cooperation

within global export control regimes and market performance.85 South Korea Industry

Minister Lee Chang-yang identified Yoon’s 2023 conciliatory efforts as “not only about

removing export regulations, but it is also the first step in establishing trust.”86 This

further demonstrates the emphasis of trust between both nations in the developments of

this dispute.

Domestic Politics and the Role of the Leader

In evaluating the role of domestic politics and the primacy of executive leadership

in the Japan-South Korea trade dispute, there appears to be a lack of symmetry between

the nations. In the case of South Korea, leadership was much more constrained by

domestic politics pressures than Japanese leadership. Where Moon was relatively more

limited in his response to initial trade curbs, Abe was enabled and emboldened to pursue

his own agenda through the expanded power of the prime minister.

One explanation of Abe’s decision to retaliate economically against South Korea

argues the influence of domestic electoral politics, particularly in relation to the timing of

the curbs. With upcoming upper house elections on July 21, trade measures were an

86 “Korea withdraws WTO complaint about Japan’s export curb,” The Korea Times, March 16, 2023,
https://koreatimes.co.kr/www/nation/2023/03/120_347256.html.

85 “Letter by the Government of the Republic of Korea (Summary) Regarding Japan’s planned Amendment
to Export Trade Control Order,” Ministry of Trade, Industry and Energy.

84 Dooley and Choe, “Japan Imposes Broad New Trade Restrictions on South Korea.”
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opportunity for Abe to appeal to his voter base and strengthen his campaign. Experts

point to Abe’s vested interest in cementing support, arguing that Abe and the LDP would

“do anything to solidify their support base” and that harnessing frustration towards Korea

could be an effective method of doing so.87 The LDP is a conservative party that,

especially under Abe, tends to be characterized by strong right-wing nationalism.

Through appealing to the nationalistic attitudes of his base, Abe aimed to draw deeper

support and not appear weak against South Korea. A 2019 Japanese government report

revealed negative impressions of Korea to be at a new high, with 70.4% of surveyed

individuals responding they “do not feel friendly” or “do not feel affinity” (親しみを感じ

ない) towards South Korea.88 This spike in negativity towards South Korea in Japan

coincides with the forced labor rulings, suggesting a particularly strong frustration in

Japan over the issue and amid the escalating trade dispute. This is underscored by joint

public opinion polls conducted by Genron NPO and the East Asia Institute in Japan and

South Korea in May and June 2019. The results showed 49.9% of Japanese respondents

held bad or somewhat bad impressions of Korea, while only 20% held good or somewhat

good impressions. “South Korea’s continued criticism against Japan on historical issues”

was the top reason for negative views at 52.1% and “South Korean Supreme Court ruling

over the wartime labor” was another popular reason at 15.2%.89 Japan analyst Tobias

Harris commented on Abe’s efforts to take advantage of this frustration that his tough

stance against South Korea has been “certainly popular” with LDP members who hold “a

89 “The 7th Japan-South Korea Joint Public Opinion Poll (2019) Analysis Report on Comparative Data
June, 2019,” The Genron NPO, June 12, 2019, https://genron-npo.net/en/opinion_polls/archives/5489.html.

88 “Affinity towards Korea,” in “Overview of the Public Opinion Survey on Diplomacy,” Public Relations
Office, Cabinet Office, Government of Japan, December 2019),
https://survey.gov-online.go.jp/r01/r01-gaiko/zh/z10.html.

87 Grace Shao. “Tension between Japan and South Korea is rising, and it looks set to drag down trade,”
CNBC, July 8, 2019,
https://www.cnbc.com/2019/07/08/japan-south-korea-tensions-appear-set-to-drag-down-trade.html.
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lot of bitter feelings.”90 Securing votes seemed to be particularly pressing for Abe, who

faced early estimates that his LDP party would not achieve the desired two-thirds

majority in the upper house.91 In this view, Abe felt increased pressure to pursue a

hardline approach to South Korea and thereby tightened trade regulations to secure

electoral support.

On the other hand, another explanation points to the importance of the leader

themself. Abe’s relative safety in maintaining his position may have allowed him to

pursue self-interested policy with limited risks. At this time, Abe’s Cabinet faced

relatively average domestic support as Asahi Shimbun public opinion polls reported

support (支持する) in the 40% range and lack of support (支持しない) in the 30%

range.92 Abe’s administration faced some criticism but the LDP’s continued dominance

and the lack of alternative leadership provided some level of freedom in deciding

policy.93 In this, Abe pursued trade curbs motivated by his own deeply held frustrations

with South Korea and the desire to punish Moon for inaction on the forced labor issue.

Abe espoused a strong nationalist approach throughout his decades-long career and held a

history of challenging Korea. Abe’s revisionist efforts as seen in his various attempts to

downplay Japan’s wartime atrocities in not only Japanese textbooks but also U.S.

textbooks highlight his interest in crafting and defending the actions of Imperial Japan

and preserving a pristine image of his nation.94 This is further demonstrated by his

94 Martin Fackler. “U.S. Textbook Skews History, Prime Minister of Japan Says,” The New York Times,
January 29, 2015,
https://www.nytimes.com/2015/01/30/world/asia/japans-premier-disputes-us-textbooks-portrayal-of-comfor
t-women.html/; Mark Selden and Yoshiko Nozaki. “Japanese Textbook Controversies, Nationalism, and

93 “Poll shows public fed up with Abe administration but viable alternatives lacking,” The Mainichi, April
23, 2018, https://mainichi.jp/english/articles/20180423/p2a/00m/0na/027000c.

92 “内閣支持率の推移,”朝日新聞, https://www.asahi.com/politics/yoron/.
91 Ibid.

90 Grace Shao. “After elections, Japan’s leader Abe will be seeking a big win on trade,” CNBC, July 19,
2019, https://www.cnbc.com/2019/07/19/japans-shinzo-abe-set-to-win-elections-and-priority-on-trade.html.
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numerous visits to Yasukuni Shrine, which honors Japan’s wartime casualties including

war criminals, and repeated negations of the 1993 Kono statement acknowledging

Japan’s involvement in the comfort women issue.95 Motivated by his own nationalistic

views, Abe enacted retaliatory trade curbs to punish South Korea and its leader, and was

then able to utilize the decision for political gain and mobilize the nationalist sentiment of

his constituency. Abe’s concentrated support within his Cabinet resulted in a situation in

which the prime minister could take advantage of the lack of voices urging restraint to

pursue self-motivated policy. With a majority of Japanese firms approving of the trade

measures, it appears that Abe faced little costs or backlash in the domestic context.96

Amid an environment of frustrations towards South Korea, Abe pursued retaliatory trade

policy that aligned with both domestic attitudes and his own preferences. The idea that

the Japanese government became committed to Abe’s hardline stance against South

Korea is substantiated by Suga’s maintenance of Abe’s policy and Kishida’s lifting of

export controls only following major South Korean concessions.

The same diverging argument in motivations can be made in the South Korean

case. On one hand, Moon, too, faced pressure to remain resolute ahead of elections. With

National Assembly elections in early 2020, Moon and his party desired to build strong

party support.97 This pressure was compounded by his supporters’ calls for him to stay

strong against Japan’s decision, which they see as an “invasion” and attempt to

97 Shao, “Tension between Japan and South Korea is rising, and it looks set to drag down trade.”

96 Kajimoto Tetsushi. “Japan Inc backs Abe's tough trade stance vs South Korea amid row: Reuters poll,”
Reuters, August 19, 2019, https://www.reuters.com/article/us-japan-companies-korea-idUSKCN1V920Y.

95 “Yasukuni Shrine: Japan’s ex-PM Abe visits controversial memorial,” BBC, September 19, 2020,
https://www.bbc.com/news/world-asia-54216632; Selden and Nozaki, “Japanese Textbook Controversies,
Nationalism, and Historical Memory: Intra- and Inter-national Conflicts.”

Historical Memory: Intra- and Inter-national Conflicts,” The Asia-Pacific Journal Japan Focus, June 15,
2009, https://apjjf.org/-Mark-Selden/3173/article.html.
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economically subjugate South Korea.98 In the same Genron NPO survey, 49.9% of South

Koreans similarly reported bad or somewhat bad impressions of Japan and only 31.7%

held good or somewhat good impressions. The primary reason for these negative attitudes

were “no remorse over Japan’s past wartime aggression” at 76.1%, up from the previous

year’s 70%. Another notable response was “because the actions of Japanese political

leaders are not favorable” (17.9%), with a tellingly high 79.3% reporting somewhat or

very bad impressions of Abe. This points to increasing South Korean frustrations over the

historical wrongdoings, particularly in relation to Abe and his actions.99 With ongoing

domestic boycotts of Korean products driven by the trade dispute, Moon faced significant

incentives to maintain a resolute approach.

However, as Abe’s policy decision was influenced by his personal views, Moon’s

retaliatory response was similarly shaped by his personal interests and political agenda.

Moon’s history of support for South Koreans seeking redress over forced labor and sex

slavery issues confirm his unwavering stance and conviction in meeting Japanese trade

curbs with ones of similar extent. During his time as a lawyer, Moon had represented

South Koreans in their cases against Japan seeking compensation as victims of forced

labor.100 He also made various statements throughout his presidency advocating for the

rights of individuals to seek compensation for wartime forced labor.101 Remarking on the

101 Minegishi Hiroshi. “Moon backs South Korean forced laborers' fight for compensation,” Nikkei Asia,
August 18, 2017,
https://asia.nikkei.com/Politics/Moon-backs-South-Korean-forced-laborers-fight-for-compensation2; Jiji.
“South Korea's Moon stresses need to satisfy victims in wartime labor row with Japan,” The Japan Times,
February 11, 2020,

100 Keith Johnson. “Why Are Japan and South Korea at Each Other’s Throats?” Foreign Policy, July 15,
2019,
https://foreignpolicy.com/2019/07/15/why-are-japan-and-south-korea-in-a-trade-fight-moon-abe-chips-wwi
i/.

99 “The 7th Japan-South Korea Joint Public Opinion Poll (2019) Analysis Report on Comparative Data
June, 2019,” The Genron NPO.

98 Choe Sang-hun. “South Korea Retaliates Against Japan in Trade and Diplomatic Rift,” The New York
Times, August 12, 2019, https://www.nytimes.com/2019/08/12/world/asia/south-korea-japan-trade.html.
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100th anniversary of the Korean independence movement, Moon furthered his rhetoric of

resistance against Japan, rallying support around the assertion that “we will never again

lose to Japan.”102 His tying of the Korean independence movement under Imperial

Japanese rule with a firm response to Japan’s trade measures is particularly telling. As

Moon recalled historical grievances, he furthered the narrative of an aggressive and

retaliatory Japan that required a strong response. This signals Moon’s strong belief in

defending the Supreme Court decision and victims’ individual rights, thus fueling his

prompt imposition of trade curbs. Despite Moon’s personal beliefs, however, domestic

public opinion and electoral politics limited his policy options. As Abe pushed Moon to

act, Moon faced a decision to either appease Japan in an effort to preserve bilateral

relations or retaliate against Japan and champion South Korean interests on the forced

labor issue. While conceding to Abe would have entailed denouncing or ignoring the

South Korean Supreme Court ruling, Moon was unable to do so. Not only did legal

constraints preclude such a stance, but such a move would have been exceedingly

unpopular and ignited backlash. Ahead of elections, Abe’s preference appeared to be a

non-starter for Moon; in alignment with the domestic politics model, Moon was unable to

move past Japan’s tightening of export controls. Moon’s desire to preserve public support

for his party and administration’s legacy, along with his personal interests, fueled his

retaliatory trade curbs.

This is further complicated by Yoon’s role as a pivotal actor whose decisive action

bridged the deadlock in bilateral relations towards resolving differences on compensation

102 Sim, “Japan to strike South Korea off white list of trusted trade partners, Seoul announces reciprocal
action.”

https://www.japantimes.co.jp/news/2020/02/11/national/south-koreas-moon-stresses-need-satisfy-victims-w
artime-labor-row-japan/.
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for victims of wartime forced labor. As neither Moon nor Japanese leadership appeared

willing to concede on the issue, Yoon chose a compromise on the basis that “Korea-Japan

relations must move beyond the past” and “must be a win-win relationship that works

together and gains more together.”103 This marked a shift in the South Korean

government’s approach towards actively improving relations with Japan. Rather than

remaining resolute in calling for Japan to take responsibility for wartime atrocities as his

predecessor had, Yoon decided to compensate victims without Japanese contribution.

Despite Yoon’s view of Japan-South Korea relations as “not a zero-sum

relationship,” the circumstances of the dispute’s resolution suggest otherwise.104 Bilateral

relations reached a low point in 2019 and remained strained as diplomatic engagement

became almost nonexistent, but South Korean concessions on the forced labor issue

succeeded to resolve trade concerns where dialogue and mediation failed. The

compromise plan places the burden on South Korea to organize victim compensation

through private donations, allowing Japanese firms to avoid paying reparations directly.

Yoon also insisted that “Japan has already expressed its regret and apology to us on

dozens of occasions for past history issues,” depriving victims of the sincere and direct

apologies they desire and allowing Japan in many ways to have the upper hand.105 These

new developments have relieved Japanese firms from compensation and the government

from issuing a new apology, allowing Kishida to accept a favorable forced labor dispute

and renewed diplomatic and trade relations with little to no political cost.

105 Ibid.
104 Ibid.

103 Kim Deok-hyun. “Yoon says S. Korea-Japan relations must leave past behind,” Yonhap News, March 21,
2023, https://en.yna.co.kr/view/AEN20230321003152315.
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On the other hand, Yoon faced major political costs. Two victims, whose consent

is necessary for Yoon’s deal to go through, rejected the proposal as “humiliating.”106 The

victims denounced in particular Japan’s lack of apology, saying, “We can forgive, if Japan

tells us one word, we are sorry and we did wrong. But there’s no such word.”107 Around

60% of South Korean respondents to a March 2023 Gallup poll oppose the plan as it lifts

Japan’s responsibility for reparations or apologies. This is supported by the polls other

results that 64% believe there is no need to hurriedly improve relations with Japan if

Japan has not changed its attitude (일본의 태도 변화가없다면서둘러개선할필요가

없다) and that on the topic of the Japanese government’s reflection (반성하고있다) on

the past, 85% believe leadership is not reflecting or repenting (그렇지 않다가).108 Yoon

also faced significant political backlash from the opposition party, which criticized the

deal as “the biggest humiliation and stain in diplomatic history” as “the Yoon Suk Yeol

administration appears to have ultimately chosen the path to betraying historical

justice.”109

Thus, the question arises as to why Yoon pursued such a radical decision. Yoon’s

announcement of the proposal reveals his emphasis on making a breakthrough in bridging

Japan-South Korea relations as opposed to maintaining the status quo resistance to Japan.

In this decision, Yoon’s external strategic calculations shaped his approach. His

acknowledgement of the North Korean nuclear threat and emerging concerns over

109 “Opposition leader denounces gov’t compensation plan for forced labor victims,” The Korea Times,
March 6, 2023, https://www.koreatimes.co.kr/www/nation/2023/03/356_346564.html.

108 “국민 10명중 6명 “日사과없는정부강제징용해법반대” [한국갤럽],” The JoongAng, March 10,
2023, https://www.joongang.co.kr/article/25146154#home.

107 Ibid.

106 Park Ju-min. “Forced labour victims protest in wheelchairs, reject S.Korea deal on Japan,” reuters,
March 7, 2023,
https://www.reuters.com/world/asia-pacific/forced-labour-victims-protest-wheelchairs-reject-skorea-deal-ja
pan-2023-03-07/.
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Chinese military developments and economic coercion shaped his preference for aligning

with Japan. Yoon’s apparent evaluation of Japan as a favored partner to address regional

concerns fueled his willingness to break away from domestic constraints and accept

concessions as the cost of cooperation. With a relatively more accommodative

counterpart in Kishida, a similar strategic calculation on the Japanese side encouraged

Kishida’s acceptance of the proposed resolution and his subsequent lifting of export

controls.

Yoon defended his decision by saying, “I also could have chosen the comfortable

path for immediate political gains and left the worst-ever Korea-Japan relations as they

are… I thought I would be breaching my obligations as president if I provoked hostile

nationalism and anti-Japanese sentiment for domestic politics.”110 In this, Yoon

encountered a window of opportunity to make the strategic decision to act now in an

attempt to recover Japan-South Korea relations despite the contentious and risky nature

of his concessions. With no upcoming election to be concerned about and starkly low

public approval hovering around 20%, Yoon made the decision to move quickly and

pursue a controversial policy while still unpopular and in the early half of his presidential

term.111 With Yoon’s strong concentration of support within People Power Party (PPP)

leadership, he may have been willing to accept resistance to criticism of his proposal in

the short-term.112 The strategic calculation may have been made that despite temporary

backlash for giving in to Japanese coercion, the longer-term improvement in bilateral

relations would be advantageous. In this, Yoon perceived an opportunity to solidify a

112 “Yoon loyalists in PPP sound alarms,” JoongAng Daily, March 14, 2023,
https://koreajoongangdaily.joins.com/2023/03/14/opinion/editorials/Yoon-Suk-Yeol-loyalists-Kim-Gihyeon
/20230314202625370.html.

111 Peyton Shelburne. “Global leader Approval Ratings,” Morning Consult Political Intelligence, Updated
March 23, 2023, https://morningconsult.com/global-leader-approval/.

110 Kim,“Yoon says S. Korea-Japan relations must leave past behind.”
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stronger legacy and support for the rest of his presidency in restoring relations and trade.

This may have been an especially notable consideration given South Korea’s economic

pressures and business interests in lifting semiconductor-related export controls.

Current geopolitical and security pressures provide Yoon additional cover for his

decision. In the face of a pressing North Korean threat and competing interests with the

United States and China, the Yoon administration may see improving bilateral relations

with Japan as an advancement of diplomatic and security interests. With talks of a

trilateral meeting between China, Japan, and South Korea fueled by Yoon and Kishida’s

agreement on the need to resume dialogue to provide assurance to China, Japan-South

Korea relations are essential.113 Trilateral summits stalled in 2019 due to deteriorated ties

between the two neighbors, necessitating revived bilateral relations before pursuing

effective trilateral engagement. In this way, the Yoon administration may promote

restored Japan-South Korea relations as a success in advancing regional stability and

further securing national security.

Limitations of External Pressure

Japan and South Korea faced a variety of external factors that shaped their

strategic calculations, namely geopolitical pressures and security threats from Chinese

and North Korean neighbors. As both nations faced similar security challenges, the

international environment ought to have pushed Japan and South Korea towards

reconciliations. However, a misalignment in perceptions and priorities created an

environment that instead fueled further separation. As Moon emphasized reconciliation

113 Nam Hyun-woo. “Yoon-Kishida meeting raises expectations of 3-way summit with China,” The Korea
Times, March 21, 2023, https://koreatimes.co.kr/www/nation/2023/03/356_347451.html.
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with North Korea, his apparent accommodation of North Korea provoked Japanese

backlash and did not facilitate a policy preference for Japanese rapprochement. The U.S.

as a security partner of both nations with an interest in trilateral cooperation further

served as an external factor pushing for reconciliation.

The United States and the WTO both attempted to play mediating roles between

Japan and South Korea. As important allies to the U.S., facilitating cooperation between

Japan and South Korea is central to U.S. interests. At a time of rising regional threats

including a contentious North Korea, accord between the two Asian nations is an

essential factor to support trilateral U.S.-Japan-ROK coordination and security efforts.114

With a U.S. interest in mediation, the precedent for a U.S. role exists. In 2014,

then-President Barack Obama held a meeting with then-ROK President Park Geun-hye

and Prime Minister Abe at the sidelines of the Nuclear Security Summit in The Hague.

As Japan and South Korea continued to clash over historical and territorial disputes

during a low point in bilateral relations, Obama brought them together for the first time to

discuss mutual security interests and ways to deepen cooperation.115 This precipitated the

2015 comfort women agreement between Japan and South Korea, which the United

States encouraged but refrained from officially mediating to evade blame.116 This

contentious agreement, once termed “final and irreversible,” has since largely broken

down amid political disagreements. Park Geun-hye’s impeachment undermined the

agreement’s legitimacy as she was a key part of its development, and Moon Jae-in

116 Daniel Sneider. “Behind the Comfort Women Agreement,” Toyo Keizai, January 10, 2016,
https://toyokeizai.net/articles/-/99891.

115 Thomas Escritt and Steve Holland. “Obama brings U.S. allies South Korea and Japan together for talks,”
Reuters, March 25, 2014,
https://www.reuters.com/article/us-japan-korea-trilateral/obama-brings-u-s-allies-south-korea-and-japan-to
gether-for-talks-idUSBREA2O1OT20140325.
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dissolved the Reconciliation and Healing Foundation due to victims’ desire for further

Japanese accountability.117

The Trump administration, however, appeared to be more reluctant to play a

mediating role. Given Trump’s history of criticizing both nations and his

domestic-focused “America First” policy, he was wary of getting involved, saying he

would if necessary but urging resolution.118 He warned of the dangers of the dispute

escalating, particularly as the two are close allies of the U.S. and integral to addressing

security concerns over North Korea.119 Meanwhile, South Korea and Japan were split on

involving the U.S. South Korea sought the U.S.’s help and Foreign Minister Kang

Kyung-wha discussed the issue with U.S. Secretary of State Mike Pompeo, while

Japanese leadership did not believe U.S. mediation was necessary and instead said the

issue should be settled just between Japan and South Korea.120 U.S. leadership

encouraged Japan and South Korea and pledged to support strengthened communication

between the three nations, but otherwise did not plan to mediate. U.S. diplomats visited

both Japan and South Korea, meeting top officials and vowing to support continued

dialogue and resolution.121

121 William Gallo. “US Expands Mediating Role in South Korea-Japan Dispute,” VOA News, July 17, 2019,
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Minimal dialogue continued and a new U.S. administration did not result in much

progress but signaled a renewed attempt at rebuilding the alliance. U.S. President Joseph

Biden pledged to strengthen alliances and has since facilitated trilateral talks between top

officials. Through such meetings, the three nations have reconfirmed their shared

commitment to a free and open Indo-Pacific, support for international law, and resolve to

address current challenges through trilateral cooperation.122 Addressing areas of mutual

interest, trilateral collaboration has since advanced most notably in the area of security.

The U.S., Japan, and South Korea have held multiple defense and training exercises in

the face of increasing North Korean and Chinese threats.123 Following a March 2023

announcement of a proposed resolution to the forced labor dispute, the U.S. praised the

progress and vowed to “continue to support the leaders of Japan and the Republic of

Korea as they take steps to translate this new understanding into enduring progress.”124

U.S. actions so far suggest a limited role in mediation. Seeking to promote dialogue but

not take on an official mediating role, the U.S. has seen some success in preventing

further escalation of the economic conflict and facilitating trilateral dialogue but has seen

relatively more success in supporting trilateral security, rather than economic,

cooperation.

This is supported by the idea that the U.S., too, propped up the signing of

GSOMIA as an invaluable aspect of U.S. security interests in Asia and trilateral

124 “Statement from President Joe Biden on Japan-ROK Announcement,” The White House, March 5, 2023,
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cooperation. The United States, although limited in its ability to push reconciliation on

the trade issue, was able to have an impact on the concurrent security issue. When the

issue of broken trust extended to GSOMIA and Foreign Minister Kang Kyung-wha

announced South Korea’s decision to terminate its military intelligence-sharing

agreement with Japan due to the “trust issue,”125 the U.S. stepped in to encourage two of

its closest Asian allies to reconcile. The U.S. encouraged the two sides to continue

dialogue to reach a solution and officials including U.S. assistant secretary of state for

East Asian and Pacific Affairs David Stillwell and U.S. Joint Chiefs of Staff Gen. Mark

Milley visited both Japan and South Korea in diplomatic overtures.126 As the U.S.

maintained its pressure to bridge the three nations’ militaries and encouraged South

Korea to ultimately suspend its termination of GSOMIA shortly before its anticipated

expiration, the influence of U.S. pressure appears to have had a stronger influence on

South Korea than Japan to move towards resolution.127

In the early days of the trade dispute, South Korea also turned to the WTO.

Seeking formal mediation, South Korea filed a complaint and requested consultations

with Japan under WTO procedures on September 11, 2019.128 Former WTO

director-general Pascal Lamy commented on the complexity of the issue that “there is a

provision in the WTO which says you can obstruct trade for national security reasons …

128 “DS590: Japan — Measures Related to the Exportation of Products and Technology to Korea,” World
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Pretending there is a national security concern is not enough.”129 This marked the further

escalation of tensions as South Korea formally accused Japan of violating international

rules for political reasons and Japan criticized South Korea’s petition. Japanese Trade

Minister Isshu Sugawara agreed to talks as part of the dispute settlement process, but at

the same time Foreign Minister Toshimitsu Motegi said that there were no immediate

plans to meet.130 The two sides ultimately met on October 11, where both sides

maintained their positions and no progress was made. The situation deteriorated further

as the Japanese delegation insisted that it was “inappropriate” for South Korea to escalate

the issue to the WTO and accused South Korea of political motivations.131 After another

failed round of consultations in November, South Korea temporarily suspended its WTO

complaint as the nation also announced its intention to “conditionally” suspend

GSOMIA.132 Officials of the Japanese METI and Korean MOTIE met via Japan-Korea

Export Control Policy Dialogues in late 2019 and early 2020, with both sides restating

their positions and failing to come to an agreement.133

This lack of progress motivated South Korea to resume its WTO petition in June

2020.134 METI Minister Kajiyama Hiroshi criticized the action as “deeply regrettable”
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restrictions,” Financial Times, https://www.ft.com/content/ea993216-d42d-11e9-8367-807ebd53ab77.
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and undermining previous agreements to continue dialogue.135 Progress has not been

made since July 29, 2020, where a dispute panel was established but not composed. Japan

did not agree to the request of establishing the WTO panel as Minister Kajiyama

reiterated that South Korea’s “unilateral action is deeply regrettable” and urged Korea to

return to the negotiating table instead.136 Without both sides’ interest in cooperation under

WTO procedures, this avenue of mediation failed to facilitate progress. Talks outside of

the WTO have continued, albeit in a limited capacity, and in early 2023 the two sides

progressed towards a resolution regarding the forced labor dispute. The Korean METI

decided to again halt its WTO dispute process following a proposal from its government

to resolve the issue of compensation and as the two sides prepare for bilateral

consultations to resolve the export controls issue. Progress towards resolving the dispute

was made following President Yoon’s concessions, rather than WTO mediation itself. In

this way, new Japanese and South Korea leadership, rather than external mediation,

appears to push progress between the two nations.

136 “Press Conference by Minister of Economy, Trade and Industry Kajiyama,” Ministry of Economy, Trade
and Industry, June 30, 2020,
https://www.meti.go.jp/policy/external_economy/export_control_korea/pdf/Press_transcript_METI_20063
0.pdf.

135 “Press Conference by Minister of Economy, Trade and Industry Kajiyama,” Ministry of Economy, Trade
and Industry, June 19, 2020,
https://www.meti.go.jp/policy/external_economy/trade_control/boekikanri/download/export/2020/Press_tra
nscript_METI_200619.pdf.
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Chapter 7: Conclusion

The trade dispute between Japan and South Korea kicked off with the Japanese

decision to tighten export controls and pursue removing South Korea from its list of

preferred partners. Despite inconsistent claims by Japanese leadership and METI that

asserted security concerns as the reason, this paper instead points to frustration over the

forced labor issue and related court rulings as the primary motivation. Early comments by

Abe and other top officials close to him, as well as the timing of the decision and lack of

previous mentions, directly link the forced labor and export control issues. On the South

Korean side, the decision to remove Japan from its white list appears to have been

motivated by the desire to retaliate. Despite officials’ denial of retaliation, the timing and

concurrent decision to demote Japan from preferential trade status and file a complaint

with the WTO suggest retaliation. This is further evidenced by the fact that the resolution

of the forced labor court rulings issue was immediately followed by the lifting of export

controls and the announcement of white list restoration.

Top leadership in both cases led the decisions, motivated by their own political

agendas and particularly moving with domestic interests ahead of elections. However,

South Korea’s Moon was considerably more constrained in his policy options due to

domestic public opinion and electoral pressures than Japan’s Abe. New leadership,

however, holds the potential for change as South Korea’s Yoon, who has repeatedly

vowed to restore relations with Japan, continues to emphasize moving toward a

“future-oriented relationship.”137 In his address on the anniversary of the March 1

Independence Movement, Yoon did not focus on historical grievances with Japan or

137 Lee, “Yoon says forced labor decision aimed at moving toward future-oriented relationship with Japan.”
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demand repentance or reparations.138 This marks a significant departure from the

precedent set by previous South Korean presidents and a potential shift towards greater

openness and willingness to compromise. Not holding the same political interests in

remaining resolute on the issue as his predecessor nor facing the pressures of an

upcoming election, pushed forward dialogue toward resolution. These findings contribute

to the understanding of decision-making processes not only in Japan and South Korea,

but also more broadly in its examination of policy motivations, the role of relevant actors,

and domestic and international pressures. Government leadership in this way appears to

be particularly relevant, as the Japanese prime minister and South Korean president and

their Cabinets pushed forward the present trade curbs. The conclusions that both Japan

and South Korea pursued retaliatory policy reinforces the use and impact of weaponized

interdependence. Fueled by frustration over the forced labor issue and a desire to push

South Korea to accept previous settlements, Prime Minister Abe used Japan’s economic

leverage to send a message to South Korea and its leader. Through this, the present study

also furthers the understanding of linkages between history and present policy. History is

not only a lens through which one can understand foreign policy, but is also a tool to

inform policy. This holds particularly true for Japan and South Korea, which to this day

contend with a complicated historical relationship and differing perspectives of their

experiences and positions in the international sphere.

The frustration over the court rulings points to another aspect of the trade dispute

to consider– the role of the courts themselves. The Supreme Court ruling in favor of

138 Kim Sarah. “U.S. applauds Yoon’s overture to Japan after speech,” Korea JoongAng Daily, March 2,
2023,
https://koreajoongangdaily.joins.com/2023/03/02/national/diplomacy/Korea-Japan-Yoon-Suk-Yeol/202303
02173018668.html.
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forced labor victims conflicted with lower courts’ rulings that upheld Japan’s argument

that the issue of compensation was closed with the 1965 agreement. A district court in

2021 even dismissed a similar case on the basis that “proceeding with the case could

result in breaching international law ... and trigger adverse effects globally if its final

ruling is forcibly implemented.”139 Given this, the Supreme Court’s decision stands out as

a peculiar case. This also questions the decision-making process and considerations that

resulted in the ruling supporting individual rights to compensation.

As of the end of March 2023, the trade dispute appears to be coming to an end.

Japan and South Korea have decided on a solution to compensate forced labor victims,

returned their export controls to pre-dispute status, withdrawn the related WTO

complaint, reinstated full GSOMIA activity, and are working towards restoring white list

status. While Japan has yet to provide a timeline for this final step, South Korea

anticipates the revision to take around two months.140 It remains to be seen, however, if

such a proposal will ultimately satisfy both sides and all relevant stakeholders in the long

term. As the 2015 comfort women agreement was once seen as “final and irreversible”

but rapidly fell apart, the future of the forced labor issue and broader historical grievances

holds the potential to reemerge. This is particularly true given that historical issues

consistently resurface between the two nations due to poorly and hastily decided

agreements and political contention.141 With a lack of transparency in deciding some of

the key agreements, the erosion of mutual trust continues to hinder negotiations and

141 Tom Phuong Le. “Negotiating in Good Faith: Overcoming Legitimacy Problems in the Japan-South
Korea Reconciliation Process.” The Journal of Asian Studies 78, no. 3 (2019): 621-644.

140 “S. Korea drops WTO trade complaint against Japan, begins process for 'white list' reinstatement,”
Yonhap News.

139 Shin Hyonhee. “South Korea court dismisses forced labour case against Japanese firms,” Reuters, June
7, 2021,
https://www.reuters.com/world/asia-pacific/south-korea-court-dismisses-forced-labour-case-against-japanes
e-firms-2021-06-07/.
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sustained cooperation.142 A lack of trust fuels the likelihood of backsliding, such as in the

case of Moon’s reversal of aspects of the 2015 agreement upon entering office. Given that

South Korea almost exclusively bears the political costs of settling the present dispute,

future administrations may face the desire and/or political pressures to similarly walk

back current arrangements or make further demands of Japan. In this, future leadership

may face incentives to revive not only the forced labor issue, but the unresolved comfort

women issue as well.

While Moon faced a greater window of opportunity as the successor to the

impeached Park Geun-hye, Yoon’s successor, too, may face a comparable opportunity

due to the extreme unpopularity of both his presidency and his solution to the forced

labor issue.143 Even in the present case, historical grievances may prove too difficult to

hastily settle. As the revisionist textbook controversy reemerged barely two weeks after

Yoon and Kishida’s landmark summit, the breakthroughs made may not be sustainable.

Similar to past Japanese textbook revisions downplaying Imperial Japan’s wartime

atrocities, textbook publishers in late March 2023 deleted the expression “forced

mobilization” in relations to forced laborers and added sovereignty claims over the

contests Dokdo/Takeshima Islands.144 This immediately drew South Korean backlash,

worsened by the fact that South Korea had just extended a proverbial olive branch to

144 Lee Hyo-jin. “Revised Japanese textbooks distort wartime forced labor, catching Korea off guard,” The
Korea Times, March 28, 2023, https://koreatimes.co.kr/www/nation/2023/03/120_348001.html.

143 Yin Xiaoling and Liu Litao. “China Daily：Yoon's Japan visit can hardly realize reconciliation,” Nankai
University, March 2023, http://news.nankai.edu.cn/mtnk/system/2023/03/24/030055046.shtml; “DP's Lee
accuses Yoon administration of humiliating forced labor victims,” JoongAng Daily, March 2, 2023,
https://koreajoongangdaily.joins.com/2023/03/02/national/politics/lee-jaemyung-yoon-suk-yeol-wartime-la
bor/20230302094834562.html.

142 Tom Le. “Why Japan-South Korea history disputes keep resurfacing,” The Washington Post, July 23,
2019,
https://www.washingtonpost.com/politics/2019/07/23/why-japan-south-korea-disputes-world-war-ii-keep-r
esurfacing/.
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bridge historical differences. Japanese studies professor Yang Ki-ho commented that

“...Japan has shown that its historical perception remains unchanged despite Seoul’s big

concessions over forced labor issues. Our government’s resolution to compensate (forced

labor) victims with its own money was a gesture demanding Tokyo to do its part, such as

by improving education on its wartime atrocities.”145 This highlights the fundamentally

unyielding attitude of the Japanese government on this issue, signaling the potential for

future complications in bilateral relations. This also reflects constraints on Kishida in

pushing back against the nationalistic outlooks of his party and its constituents,

suggesting some alignment with the domestic politics model in the present case. Looking

forward, South Korean officials filed a complaint with the Japanese government over the

textbook issue, and the Japanese government’s future responses will likely set the tone for

the progression of the two nations’ dispute resolution. If Japan maintains its rigid

rejection of wrongdoing, domestic pressures in South Korea may fuel a backsliding of

reconciliation.

145 Ibid.
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