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We are pleased to present this second collection of
publications under the Japan-Australia Dialogue
and Exchange (JADE) for the Next Generation initia-
tive, a collaboration between the United States Stud-
ies Centre and the Japan Foundation.

The second collection of JADE Fellow publications
focused on achieving a Free and Open Indo-Pacific,
exploring issues ranging from defence, diplomacy,
trade, economic security and emerging technology.
The authors exchanged views with government of-
ficials, experts and business leaders and developed
their research ideas and policy recommendations
during the study tours to Australia and Japan.

The trips to Australia and Japan coincided with key
strategic moments. The Japanese authors visited
Australia in August, shortly after Australia selected
Japan’s upgraded Mogami-class frigate. The Aus-
tralian authors visited Tokyo at the same time as
President Trump met with newly inaugurated Prime
Minister Takaichi Sanae. The timing of the recipro-
cal visits reinforced the importance of strengthen-
ing intellectual and strategic exchanges between
Australia and Japan.

This publication arrives in the commemorative year
of Australia-Japan relations, the 50th anniversary of
the Basic Treaty of Friendship and Cooperation (or
NARA treaty). We will continue the JADE initiative
to contribute to developing the next generation of
leaders who will serve as the intellectual infrastruc-
ture that supports the elevation of bilateral relations.

The timing of the reciprocal visits reinforced the
importance of strengthen intellectual and strategic

exchanges between Australia and Japan.

A Free and Open Indo-Pacific for Japan and Australia
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Preparing for a protracted war?
Operationalising the

Australia-Japan-US (AJUYS)
trilateral defence partnership

TAKUYA MATSUDA

AOYAMA GAKUIN UNIVERSITY

Executive summary

B The Australia, Japan and the United States (AJUS) trilateral defence partnership contributes to deterrence
by resilience by enabling force dispersion and facilitating maritime security cooperation, which could
uniquely dissuade an opponent from resorting to the use of force by demonstrating the collective capacity
to prevail in case of a protracted war in the Indo-Pacific region.

® The ongoing upgrade of the Australia and Japan defence partnership serves as a key enabler in further
operationalising AJUS. The Reciprocal Access Agreement (RAA) signed in January 2022 was critical in
expanding joint trilateral military exercises and will allow the three states to further discuss the scope and
objectives of this trilateral defence partnership, including the division of labour among the three states.

B An increasingly institutionalised trilateral defence arrangement is a relatively new phenomenon in a
region underpinned by a bilateral-based alliance structure. This brief unpacks the factors that shape this
defence relationship by focusing on two key variables — convergence of threat perceptions and the provi-
sion of clear operational benefits. It illustrates how, as a partnership undermined by US allies, AJUS has
the capacity to be further institutionalised while also deliberately leaving room for flexibility on when and
how they will collaborate.

® However, further operationalising a highly institutionalised security partnership requires the consider-
ation of several constraining factors such as the trade-off between military effectiveness and domestic
politics. Close attention to those constraining factors is critical to better operationalise this important plat-
form that contributes to collective deterrence, especially by improving resilience among the three states.

A Free and Open Indo-Pacific for Japan and Australia
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Key policy recommendations

To better operationalise the AJUS defence partnership, Australia, Japan and the United States should:

® (Clarify the division of labour among the three states so that the AJUS Trilateral Defence Partnership can
further pursue operational coordination and institutionalisation of the partnership by effectively combin-
ing their contributions to bolster collective deterrence.

® Improve AJUS collaboration in assisting Australia in hardening the defence of its Northern Territory to
mitigate Canberra’s concerns over entanglement by bolstering the continent’s own defence as it is no longer
invulnerable to PLA missile strikes despite the geographical distance.

®  Acknowledge and address the constraining factors that junior allies — namely Australia and Japan — face,
such as issues concerning domestic politics and risk tolerance as they integrate their armed forces to the
trilateral defence partnership for improved operational coordination.

US Secretary of Defense Pete Hegseth, Australian Deputy Prime Minister and Minister for Defence Richard Marles, and
Japanese Minister of Defense Shinjiro Koizumi in Singapore, 30 May 2026. Source: instagram.com/secwar

A Free and Open Indo-Pacific for Japan and Australia



Introduction

Deterrence is the art of shaping the calculation of
one’s opponent, especially to dissuade them from
resorting to the use of force. The most useful way to
dosoistodemonstrate that there is no clear pathway
towards a quick and decisive victory.! A protracted
war not only comes with an exorbitant cost but also
makes it challenging to secure a clear path to victo-
ry, entailing several political and financial costs that
may even undermine the survival of the aggressor
itself. As such, it is crucial to make it abundantly
clear that the involved states have the collective ca-
pacity to prevail in a protracted war.2 A combination
of an active denial strategy in the frontline that re-
stricts the opponent’s freedom of manoeuvre and
deterrence by resilience that focuses on the ability
to endure a war of attrition, is thus a key step to pre-
venting a great power war from occurring in the In-
do-Pacific region.?

The expanding Australia-Japan-US (AJUS) trilateral
defence partnership, therefore, plays a vital role in
collectively bolstering deterrence in the Indo-Pacif-
ic.* It contributes to enhancing posture resilience
by enabling force dispersion that is crucial for their
improved survivability especially in case of a pro-
tracted war in the Indo-Pacific region.® Japan and
the United States will likely be at the frontline in a
great power conflict in the Indo-Pacific, and hence,
military bases in Northeast Asia are vulnerable to
PLA missile strikes.® On the other hand, Austra-
lia’s distant geography offers an opportunity to
improve force survivability and better prepare the
three states for a protracted war. Military bases in
the Northern Territory — most notably, Darwin and
Tindal — serve as a key enabler for force dispersion
that will enhance force survivability.’

While the United States serves an indispensable role
in Indo-Pacific security, the growing bilateral de-
fence partnership between Canberra and Tokyo is
crucial in facilitating the division of labour, name-
ly, how the respective states uniquely contribute to
collective deterrence.® The Reciprocal Access Agree-
ment (RAA) signed between Australia and Japan in
January 2022, for instance, serves as a critical foun-
dation to further expand defence cooperation be-
tween the two nations by building on steady efforts
made to expand bilateral ties since the end of the
Cold War.? By facilitating easier procedures when
conducting cooperative activities, the RAA has, for
instance, assisted in expanding trilateral joint mil-
itary exercises among the AJUS states. It has thus
elevated the partnership to a new level that enables
the two states to have more candid discussions on
the “scope, objectives and forms of enhanced oper-
ational cooperation.”°

It is useful to note that the emergence of sever-
al trilateral defence partnerships in the region is a
relatively novel phenomenon in a region where the
security architecture has largely been animated by
bilateral alliances. This policy brief argues that the
AJUS trilateral defence relationship offers both the
capacity to institutionalise defence cooperation
and the flexibility that will prepare the three states
to bolster deterrence while consolidating a collab-
orative platform that could be operationalised in a
future contingency. It unpacks the two key variables
that shape the AJUS trilateral partnership: the con-
vergence of threat perceptions and the provision of
clear operational benefits. It also illuminates some
of the underlying trade-offs that deserve attention,
such as those between military effectiveness and
strategic autonomy. By doing so, the brief seeks to
draw implications for ways to further effectively
operationalise this important platform that con-
tributes to collective deterrence in the Indo-Pacific
region, particularly by improving resilience among
the involved states.

This policy brief unpacks the two key variables that shape
the AJUS trilateral partnership: the convergence of threat
perceptions and the provision of clear operational benefits.

A Free and Open Indo-Pacific for Japan and Australia
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Conceptualising the trilateral
defence partnership

The popular image of alliances as being shaped by
a sense of solidarity has produced optimistic views
that the series of trilateral defence partnerships in
the Indo-Pacific may culminate in a region-wide
defence pact.! However, as political scientist, Alex-
ander Lanoszka notes, “alliance politics involves the
interaction of diverse military power and distinct
political willingness to address common, but not
necessarily identical, security concerns.”? While the
trilateral defence relationship in question is not a
military alliance based on a defence pact, Lanoszka’s
observations suggest how institutionalising security
cooperation is a much more ambitious undertaking
than often imagined.”* The underlying challenges in
aligning strategic priorities due to the large bodies of
water that separate major powers in the Indo-Pacif-
ic is what led to the bilateral-based alliance system
— often referred to as a “hub-and-spokes system.”*
As such, these peculiar factors have led to diverging
threat perceptions and strategic priorities, which
have hindered the emergence of a multilateral alli-
ance structure.

The question that is then worth asking is, why are
trilateral defence partnerships expanding now? A
convergence of the perception of the regional stra-
tegic environment and a potential for an effective di-
vision of labour are two key variables in making tri-
lateral security cooperation possible and efficient.’
The growing concern over a potential great power
conflict in the western Pacific has been one of the
main triggers across the different trilateral defence
relations in the region, such as those between the
United States, Japan and South Korea. Additionally,
although capability aggregation and the balance of
power are often the baseline assumptions when con-
sidering the role of military alliances and security
partnerships in international relations, collective
deterrence is not simply about aggregating capabil-
ities among like-minded partners. It requires a con-
crete division of labour for deterrence to succeed. To
elaborate, it needs to deliberately employ military
forces in a way that restricts the opponent’s move-
ment while also enhancing one’s own survivability.'®
In other words, the trilateral defence partnership
offers an indispensable platform that is unavailable

A Free and Open Indo-Pacific for Japan and Australia

otherwise in collectively implementing deterrence
by resilience, an important piece in the overall de-
terrence framework to dissuade Beijing from resort-
ing to the use of force.

The unique nature of AJUS manifests itself in the
wording used in the 2022 Joint Declaration on Se-
curity Cooperation between Australia and Japan
that also articulated their shared intent to expand
and deepen the AJUS trilateral cooperation.” It
describes the nature of their cooperation as being
based on the two nations’ commitment to “consult
each other on contingencies” that may influence the
respective states’ “sovereignty and regional security
interests.”'® While an explicit mutual defence guar-
antee is absent, since the trilateral defence partner-
shipsin the region are generally among US allies, the
commitment to consult makes the signatories’ in-
tentions to seek institutionalised security coopera-
tion sufficiently clear. At the same time, it leaves the
scope, objective and degree of practical cooperation
purposely vague, given that priorities and interests
of the three states may overlap but not necessarily
be identical. It is useful to note that written treaties
that inform military alliances serve two seemingly
contradictory roles: to offer clarity while also inten-
tionally leaving room for flexibility by keeping the
wording purposely vague.” In a similar vein, AJUS is
a platform that could further be institutionalised so
as to be activated at the operational level in a contin-
gency, while deliberately leaving room for flexibility
on when and how they will collaborate.

The convergence of threat
perceptions and the
division of labour

As observers contemplate a potential great power
war in the Indo-Pacific, such a consideration has
been one of impetus behind the emerging trilateral
defence relationships in the region. This has been
the case for the trilateral defence relationship be-
tween the United States, Japan and South Korea.
Growing concerns in South Korea that an armed con-
flict across the Taiwan Strait may result in a region-
al conflagration appear to be one of the key triggers
that motivated Seoul to deepen security ties with
Tokyo and Washington.?® In parallel, the 2023 Aus-



tralian Defence Strategic Review (DSR) underscores
“the prospect of major conflict in the region” that
“require[s] the implementation of a new approach”
to defence planning.? The 2023 DSR also highlights
the diminishing “warning time” for a conflict that
illuminates the sense of urgency. These observa-
tions are a stark departure from Canberra’s previous
embrace of ‘Indo-Pacific’ as a normative concept.?
There has been a remarkable convergence in Can-
berra’s, Tokyo’s and Washington’s perceptions of the
regional strategic environment that a great power
conflict could possibly occur despite the sheer geo-
graphical distance between the three states.?

Australia’s unique alliance structure also contrib-
utes to Canberra’s proactive defence policy. Despite
the close practical defence relationship between
the United States and Australia, an explicit security
guarantee such as a mutual defence clause is absent
in the ANZUS treaty that underpins the US-Austra-
lia alliance.?* Canberra has, therefore, sought to con-
solidate the United States to security commitment
to Australia through constant participation in allied
operations as a way to demonstrate their value to the
alliance.?® Australian political scientist Nick Bisley
has thus argued that Australia’s strategic culture
has been shaped by “the interplay of anxiety and
dependence” without a concrete security guarantee
from the major power partner.?® The unique strate-
gic culture informed by the confluence of Australia’s
experience in the Pacific War, peculiar geographical
circumstances, and alliance arrangement with the
United States has shaped Australia’s evolving view
of the regional strategic environment.?”

Based on these shared concerns over a potential ma-
jor conflict, the three states could divide their labour
to effectively implement deterrence by resilience.
However, implementing collective deterrence is not
as straightforward as it sounds on paper. First and
foremost, collective action through military allianc-
es or a coalition of forces is not always the most effi-
cient way to generate military power as opposed to
the popular expression that describes military alli-
ances as a “force multiplier.”?® Military alliances and
security cooperation require deliberate and intricate
coordination to function effectively in jointly gener-
ating combat power through force aggregation.? Ad-
ditionally, an effective implementation of collective
security requires a clear division of labour so as to
enhance the overall military effectiveness of com-
bined forces.3°

While the three states are geographically separat-
ed, those circumstances present an opportunity
to effectively divide labour among the three states
through the unique operational benefits that they
bring to the table.®® From Washington’s perspec-
tive, the strategic value of Australian Defence Force
(ADF) bases in the Northern Territory, such as Dar-
win and Tindal, to enhance force survivability has
grown as the vulnerability of US military base assets
along the First Island Chain has become more pro-
nounced. At a glance, the division of labour among
the three states is straightforward. Japan is likely to
be one of the frontline states in a contingency in the
western Pacific while the United States serves as a
security guarantor. Australia then offers the United
States and Japan a vital strategic depth that enables
the three states to collectively endure and prevail in
a protracted war. Nevertheless, the implementation
of this seemingly clear-cut division of labour is not
necessarily as simple as it sounds on paper.

While the three states are
geographically separated,

those circumstances present
an opportunity to effectively

divide labour among the
three states through the

unique operational benefits
that they bring to the table.

A Free and Open Indo-Pacific for Japan and Australia
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Aviators from RAAF No 11 Squadron with Japan Maritime Self-Defense Force (JMSDF) 31st Fleet Air Wing and a P-3C Orion
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during an engagement visit at JMSDF Iwakuni Air Base in Japan. Source: Australian Department of Defence

Minding the gap:
Constraining factors for AJUS

When and how a great power conflict may occut,
including a Taiwan contingency, is highly path-de-
pendent. As such, it is not the most productive ex-
ercise to ponder whether the ADF is willing to com-
mit its boots on the ground in such a conflict. The
relatively secure strategic position Australia enjoys
in the region suggests that domestic politics, espe-
cially risk tolerance as concerns over a potential war
grows, are some of the constraints that warrant close
attention.*®? Indeed, the question over the constrain-
ing factors stemming from domestic politics and
risk tolerance is not exclusive to Australia. Japan
also has numerous political and legal constraints
on the use of force, especially when and how the Ja-
pan Self-Defense Forces could be deployed, which
could complicate its contribution to Washington’s
war plan in case of a military conflict in the western
Pacific.®® Nevertheless, Japan’s proximity to poten-
tial areas of contingency, such as the Taiwan Strait,
makes Tokyo’s contribution to the US war plan like-
ly converge with Tokyo’s own territorial defence. In
other words, Japan’s geographical circumstances
will mitigate questions over domestic politics and
other legal constraints in a major conflict.’

A Free and Open Indo-Pacific for Japan and Australia

On the other hand, Australia’s comparative distance
suggests that these dilemmas concerning domestic
politics and risk tolerance will manifest themselves
much more explicitly compared to other states clos-
er to the conflict zone. As Washington seeks to enlist
allied contribution in a region-wide contingency,
the requested contribution from Canberra may not
necessarily be directly linked to Australia’s own ter-
ritorial defence, such as the ADF’s growing embrace
of deterrence by denial as a way to bolster the conti-
nent’s northern approach.?

First and foremost, Australia has had a longstand-
ing policy of self-reliance, where it has not hosted
any foreign military bases on its soil (notwithstand-
ing the presence of joint facilities and rotational US
forces). Such a policy has been reasonable given that
concerns over a physical invasion of the Australian
continent have long remained remote. Yet, by inte-
grating itself into a broader US war plan in case of a
major conflict in the Indo-Pacific, the increasing role
of Australian military bases in the Northern Territo-
ry suggests opponents could target them in times of
war. As such, how Australia would respond to esca-
lation in a major conflict is another crucial question
that deserves attention.3¢

These concerns over the extent to which policymak-
ers in Canberra are comfortable integrating them-
selves into US contingency planning have become



increasingly salient.®” Fostering integration among
allies comes with a trade-off between military ef-
fectiveness and strategic autonomy.*® For the sake
of efficiency and military effectiveness, states with
less military power will most likely be subordinate
to stronger military powers. As Australian political
scientist Andrew Carr suggests, the US-Australia al-
liance appears to be drifting towards the “enabling
model” where Australia offers a specific high-end
value role that contributes to the broader plan to bol-
ster deterrence, which may also inform an eventual
war plan.®

It is arguable that Australia’s willingness to bind it-
self into the trilateral defence relationship is a way to
mitigate the aforementioned dilemma in managing
alliance relations due to the ANZUS treaty’s peculiar
arrangements where a mutual defence commitment
is absent.*° However, while integrating forces among
the three states could be preferable for military ef-
fectiveness, for Canberra, there is a risk of losing
agency in strategic decisions in times of crisis. There
will be a need to grapple with the intractable trade-
off between integration and strategic autonomy, an
underlying dilemma in alliance politics.*

These trade-offs suggest the need to identify possi-
ble areas of cooperation that directly enhance Aus-
tralia’s own security as a useful way to manage the
expectation gap and further institutionalise the tri-
lateral defence relationship. One important agenda,
therefore, is to assist Australia in hardening the de-
fence of the Northern Territory.*? As recent studies
suggest, the Northern Territory’s sanctuary status
beyond the range of PLA’s missiles is gradually erod-
ing due to their upgraded capabilities.®* An AJUS
collaboration to help fortify the Northern Territory,
including but not exclusive to “a networked air and
missile defence architecture,” is not only an import-
ant agenda for operationalising a division of labour
among the AJUS states but also in bolstering Austra-
lia’s own defence.*4

In short, it is first important to explore the scope,
roles and objectives of the trilateral defence partner-
ship to clarify the division of labour among the three
states to bolster collective deterrence. For effective
operational coordination in that endeavour, it is cru-
cial to address and mitigate some of the constrain-
ing factors that the junior allies confront so as not
to exacerbate the trade-off between integration and
strategic autonomy.

Conclusion:
Operationalising the AJUS
trilateral defence partnership

The AJUS trilateral defence partnership between
Australia, Japan and the United States is a unique
case where geographical separation presents numer-
ous opportunities for the three states to divide their
labour through better operational coordination.
Given the importance of expanding the capacity to
collectively endure a protracted conflict in bolster-
ing deterrence, the deterrent value that this trilater-
al partnership holds in maintaining a peaceful and
stable Indo-Pacific order by enhancing collective re-
silience is self-evident. The Indo-Pacific region will,
therefore, benefit if AJUS pursues ambitious agen-
das concerning operational coordination among the
three states.*> At the same time, despite the growing
compatibility in the way the states view the strategic
outlook of the region, the geographical separation is
a constant factor that could continue to inform the
dilemmas between efficiently joining forces and the
consideration of some of the political constraints.

While these underlying challenges to align priorities
such as geographical factors had hindered a multi-
lateral alliance from emerging in the western Pacific,
the AJUS trilateral defence partnership reconciles
both the needs for better operational coordination
and the flexibility to address some of the aforemen-
tioned constraining factors. In other words, this
unique format enables AJUS to make steady prog-
ress in consolidating this important defence part-
nership as an enduring platform for collective de-
terrence while leaving space for the respective states
to address some of the constraining factors at the
political level going forward. As the RAA between
Australia and Japan suggests, this trilateral defence
partnership that consists of major US allies has the
capacity to be further institutionalised for effective
collective deterrence.*® On the other hand, flexibili-
ty is also crucial in addressing the several trade-offs,
most notably between military effectiveness and
domestic politics that loom large both in Canberra
and Tokyo. This flexibility is particularly important
since both the US-Japan alliance and the US-Aus-
tralia alliance are going through a critical juncture
where the nature and functions of the respective
alliances are rapidly changing in response to the
changing regional strategic environment.

A Free and Open Indo-Pacific for Japan and Australia
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Shaping powers or shaped powers?

Conceptualising the
Australia-Japan relationship
amid a shifting power balance

DAVID VALLANCE

THE LOWY INSTITUTE

Executive summary

B Australia’s and Japan’s security environments are shaped by power dynamics between the United States

and China. China’s military modernisation and assertiveness beyond its borders is a key element of this
dynamic, as it has ended an era of uncontested US primacy in the Indo-Pacific.

Domestic issues in the United States, exacerbated by a second Trump administration, are causing deep
anxieties among US allies around the world, but particularly for Japan and Australia — two countries
whose defence policies are centred upon an alliance with the United States.

Given these dynamics, Australia and Japan are increasing their strategic cooperation with one anothetr.
This should not be seen as a hedge against complete US retrenchment from the Indo-Pacific. This is not
likely, nor is it desirable for Australia and Japan, and not something they want to encourage.

This increasing alignment should be conceptualised as a partnership geared towards shaping the range of
effective choices presented to both the United States and China in the region. Australia and Japan may not
necessarily be able to set the agenda in the Indo-Pacific, but in aligning themselves in practical ways, they
can shape what items may find their way to the top of that agenda.

Recommendations

Australia and Japan should:

® Thicken their bureaucratic linkages, institutionalising fora such as the Scopes, Objectives and Range Dia-

logues across as many departmental and service levels as possible

Work towards the establishment of something akin to the US-Japan Alliance Coordination Mechanism
between Japan and Australia.

Prioritise the following initiatives:

Institutionalised joint planning procedures

A common counter-coercion strategy

Smooth and effective defence industrial cooperation
Collaboration between intelligence services

A Free and Open Indo-Pacific for Japan and Australia



Introduction

International order has fundamentally changed
over the first quarter of the 21st century. The Peo-
ple’s Republic of China has undergone a remarkable
period of economic growth? as well as a massive
and continuing program of military expansion and
modernisation.*® The United States’ relative pow-
er has diminished, and its allies around the globe
have growing concerns about its reliability. Since an
active US global presence coupled with its military
pre-eminence has underpinned international sta-
bility since the end of the Cold War, beneficiaries of
that stability are forming new strategies and making
new partnerships to adapt to this new order. In the
Indo-Pacific — the primary theatre for US-China
competition — one result of this is a new apprecia-
tion in Japan and Australia of one another’s signifi-
cance as a strategic partner to the other.

How this partnership navigates changing great
power dynamics will have great consequences for
both countries. Notwithstanding the second Don-
ald Trump administration’s renewed focus on the
western hemisphere,* as well as questions about the
future of its transatlantic relationships, the United
States is highly unlikely divest from competition
in the Indo-Pacific. Doing so would have profound
negative long-term effects on its material and eco-
nomic security. It is the form its interest will take
that will influence how US allies in the region, like
Australia and Japan, respond. Indeed, Washington
will remain the most important security partner for
both Tokyo and Canberra thanks to the expansion of
China’s People’s Liberation Army (PLA), which seeks
to rival the United States as the world’s pre-eminent
military power,* and questions over how Beijing in-
tends to leverage that power in pursuit of its regional
objectives.

Japan Maritime Self-Defense Force Mogami class frigate, JS Kumano departs Fleet Base East, Sydney ahead of the naval
exercise component of Exercise KAKADU 2026.. Source: Australian Department of Defence

A Free and Open Indo-Pacific for Japan and Australia
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These changes require that Australia and Japan —
two powers that locate their national interests with-
in a stable international system which allows for the
free flow of goods — more closely align their policies
and strategies. This is already occurring. This pa-
per, therefore, seeks to identify the most significant
areas for this cooperation in the security sphere. It
also seeks to conceptualise the Australia-Japan re-
lationship as a partnership that, while it cannot re-
place the shortfall in military presence which would
be created should a drawdown of US forces in the
Indo-Pacific, would be able to shape dynamics in
the region. Properly managed, this relationship can
actively shape the evolving dynamics between the
United States and China — through closer coordi-
nation between Canberra and Tokyo — as well as
passively creating an environment which promotes
continued constructive engagement in the region
from Washington.

US reliability and
alliance cooperation

When considering how best Australia and Japan can
work together, given they count the United States as
their most important security partner, it is neces-
sary to examine how the United States is perceived
in both nations.

In a 2025 poll from the United States Studies Cen-
tre, 16% of Australian respondents said that Donald
Trump’s second term as president was good for their
country, with 56% saying the opposite; in Japan,
those figures are 5% and 59% respectively.5' A recent
poll by The Yomiuri Shimbun also found that only
22% of Japanese respondents had trust in the Unit-
ed States.*? Lowy Institute polling shows similar re-
sults, with 64% of Australians having no trust in the
United States to “act responsibly in the world” and
72% having no confidence in Donald Trump to “do
the right thing regarding world affairs.” Interesting-
ly, however, 80% of Australians consider its alliance
with the United States as important to its security.*
Japan, too, continues to see its US alliance as funda-
mental to its security, noting in its most recent de-
fence White Paper that it “has maintained its peace,
security, and independence centred on the Security
Arrangements with the United States, the world’s
preeminent military power.”s*

A Free and Open Indo-Pacific for Japan and Australia

Thus, two key changes in the international system
are driving anxieties in Australia and Japan: the
structural changes that have occurred to the US-Chi-
na relationship, as Beijing’s economic power grows
and it expands its military, and domestic changes
in the United States, which produce concerns about
its reliability in Asia. This situation has not caused
either Canberra or Tokyo to move to reduce their
reliance on Washington. Indeed, both are investing
heavily in this relationship — Australia most notably
with the AUKUS arrangement, and Japan with its
own plans to enhance the size and readiness of the
Japan Self-Defense Forces (JSDF), alongside deeper
coordination with the United States.® These plans
are accompanied by increased defence cooperation,
including joint trainings, exercises, strengthening
command and control systems, and deepening co-
operation relating to defence industrial issues and
advanced technologies.>®

However, the increased emphasis both Japan and
Australia are placing on their alliances with the Unit-
ed States should not be perceived as a supreme vote
of confidence from either capital in Washington. It
should be seen in its fullest context, which sees the
Japan-Australia relationship as an important part
of both the United States’ alliance structures in the
Indo-Pacific and for regional deterrence. To succeed
in the new international order, Australia and Japan
should be shaping powers, working together to en-
sure they are not merely shaped by the actions of
more powerful states.

Shaping powers

Defining Australia and Japan as middle powers is
limiting. It is a designation that implies a static posi-
tion in the international system, and not the actions
that such powers can take. A shaping power, by con-
trast, is defined by the actions it takes. It is not able
to exercise influence over the entirety of the inter-
national system — this is the prerogative of super-
powers — but it can set and pursue agendas at lower
levels which affect how said influence is exercised.

It is undeniable that there is an element of hedging
in the increasing ties between Australia and Japan,
though it is not a case of Australia seeking a new
“great and powerful friend” to anchor its security in
the face of a more inwardly-focused United States.



Given that both Australia and Japan count the Unit-
ed States as their most important security partner,
that they would seek mutual reassurance is not
surprising. This is not necessarily a bad thing, but
conceptualising the Australia-Japan relationship
in terms of hedging is as unhelpful as it is incorrect.
Thinking of the two countries as shaping powers is
more useful.

Given the pace of China’s military build-up and the
United States’ response, defence spending will be a
key issue for Australia and Japan, both separately
and in the context of deeper cooperation. Wheth-
er at the direct request of the United States, which
wants its allies to increase defence spending, or be-
cause they are concerned that a more recessed US
presence in the Indo-Pacific will cause US partners
to invest more in their respective militaries.® How-
ever, the quality of this spending will matter just as
much as its quantity. This is a major area for coop-
eration and joint planning between Australia and
Japan, and an important way in which deepening
links between the two countries can shape the deci-
sion-making environment for both the United States
and China. The first step of this process should be
defining how Japan and Australia perceive threats,
and how these differences will affect the pursuit of
complementary policies.

Difference and cooperation

Examining the attitudes to China in Australian and
Japanese declaratory policy is instructive here. Aus-
tralia’s 2024 National Defence Strategy states that
US-China competition is the “primary feature of
Australia’s security environment,” and that “China
has employed coercive tactics in pursuit of its re-
gional objectives.” The strategy then discusses the
risks posed by crises over the Taiwan Strait as well as
in the East and South China Seas.® Japan’s 2022 Na-
tional Security Strategy is more forthright, casting
Chinese actions in the South and East China Seas as
“attempts to unilaterally change the status quo by
force,” and its foreign policy more generally as “an
unprecedented and the greatest strategic challenge
in ensuring the peace and security of Japan and the
peace and stability of the international communi-
ty.”s0

Given the pace of China’s
military build-up and the
United States’ response,

defence spending will be a key
issue for Australia and Japan,

both separately and in the

context of deeper cooperation.

While these differences exist in declaratory policy,
it is significant that the September 2025 Joint State-
ment between Australia and Japan saw Australia
adopting this more strident Japanese language. The
two governments “reiterated [their] strong opposi-
tion to any unilateral attempts to change the status
quo by force or coercion in the East China Sea and
the South China Sea.”* Australia’s forthcoming Na-
tional Defence Strategy may well contain similar
language, reflecting a shift in Australian threat per-
ceptions closer to those held in Japan.®? Changes in
declaratory policy in this way should lead to tangible
changes in strategic policy.

Nonetheless, this perceptual alignment can only
be taken so far, for the simple fact of geography. Be-
cause of its proximity, Japan contends with China as
territorial threat as well as a structural one. Despite
the fact that it is within range of PLA Rocket Force
weapons and PLA Air Force long-range bombers®?
— a trend that will increase® — at the edge of Asia,
Australia’s circumstances dictate that it will con-
tinue to primarily perceive the strategic challenge
posed by China as primarily a structural one, rather
an issue which will impinge on Australia’s physical
security.

Thus, while it is highly likely that there will be in-
creasing alignment on certain issues between Aus-
tralia and Japan, structural and geographic issues
will prevent anything approaching a total align-
ment. There are several key areas for increased coop-
eration: in joint planning, counter-coercion, defence
industry and intelligence. But it is necessary for the
appropriate bureaucratic measures to be put in place
so that activity across these areas is both sustained
and coordinated.

A Free and Open Indo-Pacific for Japan and Australia
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HMAS Toowoomba sails in the Philippine Exclusive Economic Zone (EEZ) of the disputed South China Sea. Source: Getty

Bureaucratic thickness

As already noted, Australia and Japan both share
the United States as their principal security partner.
But their two relationships are conceptually and op-
erationally highly distinct.

Australia has many modes of cooperation with the
United States: The Five Eyes intelligence partner-
ship, regular rotations of US Marines through Dar-
win, the joint facility at Pine Gap, joint training and
exercises and a myriad of exchanges.®® These initia-
tives have helped undergird Australia’s prosperity
since the end of the Second World War, as it both
benefited from as well as supported — with force
when necessary — the US-led order.®® Howevet,
Canberra’s alliance with Washington is not institu-
tionalised in the same way as the Japan-US alliance.
Measures to improve and update coordination have
occurred since the first Guidelines for US-Japan De-
fense Cooperation were signed in 1978, with new sys-
tems produced in 1997 and most recently in 2015.5

A Free and Open Indo-Pacific for Japan and Australia

The Alliance Coordination Mechanism (ACM), cre-
ated in 2015, represented a major step forward in
joint planning between the United States and Ja-
pan.’®® The ACM established a highly organised
whole-of-government input to “seamlessly and ef-
fectively implement a well-aligned Japan-U.S. re-
sponse” to address any situation that affects Japan’s
peace and security or any other situation that may
require an Alliance response.®® Australia has no such
formal arrangement with the United States — and
this paper does not suggest it should create one. Aus-
tralia can and should, however, learn lessons from
how Japan coordinates its alliance with the United
States, and apply those lessons to the Australia-Ja-
pan relationship. For instance, the ACM has allowed
for smooth planning and operational coordination
in response to natural disasters, North Korean mis-
sile testing and Chinese incursions into Japanese
waters around the Senkaku Islands.” This is a tested
bureaucratic structure that Australia should seek to
implement in its relations with Japan. Plans formu-
lated by Canberra and Tokyo should be coordinated



in order to promote collective deterrence, particular-
ly when faced with the prospect of a more recessed
US presence in the region.”

Granted, it would be unreasonable to aim for the
same level of integration between Tokyo and Can-
berra as exists between Tokyo and Washington. The
United States, after all, isenmeshed within Japanese
defence planning and structure in a way it is not
with Australia. Recent initiatives tighten their de-
fence relationship across areas including command
and control, defence industry, counter-hypersonics
and artificial intelligence.” But as Australia and Ja-
pan seek to tighten their own relationship, particu-
larly as it relates to defence, they should aim towards
growing a similar kind of bureaucratic thickness. It
is through these kinds of working-level connections
that policy can be aligned, advantages leveraged
and duplication avoided.

Joint planning
and coordination

The 2025 2+2 Australia-Japan statement noted the
significance of the Scope, Objectives and Forms (SOF)
dialogues in “accelerating operational cooperation
between Japan and Australia.”” Leveraging the in-
crease in ease with which Australian and Japanese
servicepeople can work alongside each other in one
another’s countries as a result of the Australia-Japan
Reciprocal Access Agreement (RAA), SOF dialogues
could be modelled in part on the Bilateral Joint Op-
erations Coordination Centre (BJOCC). The BJOCC
exists as part of the US-Japan ACM,” which has been
“the primary bilateral operational coordination
body” between the United States and Japan since
2015.7° This would build on established systems creat-
ed by Japan to create more aligned operational plans
and concepts between the ADF and JSDF.

Noting that challenges to regional stability are not
purely military, or rather, involve the need to count-
er grey-zone tactics in the region,” the SOF dialogue
will also require civilian representation to ensure
that the full spectrum of threats and issues is con-
sidered. SOF dialogues may also supplement exist-
ing programs to deepen cooperation between Aus-
tralia’s Headquarters Joint Operations Command
(HQJOC) and Japan’s Joint Operations Command
(JJOC). JJOC already has close links with HQJOC:

its first international military liaison, appointed
in September 2025, is an Australian Defence Force
(ADF) officer. The ADF’s Japanese counterpart was
posted to HQJOC in November 2025.”

Bureaucratically thick SOF dialogues would not re-
place other mechanisms for cooperation. Instead, if
properly constituted with the correct blend of mil-
itary and civilian personnel, in promoting regular
mid-to-high level contact between Australians and
their Japanese counterparts, it will allow for a much
more efficient co-development of strategies than
ministerial-level meetings can provide. The Frame-
work for Strategic Defence Coordination (FSDC)
announced in December 2025 will also further the
alignment of defence policies between Australia
and Japan.”® As with the SOF dialogues, every ef-
fort should be made to institutionalise the FSDC as
a joint planning forum, extending well into the bu-
reaucratic structures of each country’s defence de-
partments.

Defence Industry

Australia’s decision to acquire twelve upgraded
Mogami-class frigates (the New FFM) from Japan is
another development that provides scope for closer
cooperation. This is not simply because the RAN
will be operating vessels very similar — though not
identical” — to the frigates which the JMSDF will
also operate in the future, though this is important
from an interoperability perspective.

As Australia and Japan
seek to tighten their own
relationship, particularly
as it relates to defence,
they should aim towards
growing a similar kind of
bureaucratic thickness.

A Free and Open Indo-Pacific for Japan and Australia
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Japan’s entry into the Five Eyes
may well be more fantasy than
reality for the time being, but

if its intelligence service does
develop along lines akin to
services in Australia, the United
States or the United Kingdom,
then Japan’s participation in the
intelligence sharing provision
of AUKUS Pillar IT will become
much more likely.

Australia’s domestic defence industry is too small
to be able to produce many of the capabilities Can-
berra requires at both speed and scale.’° Canberra
and Tokyo need this program to succeed. Austra-
lia needs a to expand its surface fleet and Japan
needs a proof of concept to become a major defence
exporter. In order to fulfil its own military build-
up plans, Japan — though it starts from a higher
base than Australia — should also reinvigorate its
defence industry to deal with an era of “excess de-
mand.”® Thus, Mitsubishi Heavy Industry will be
under enormous pressure to ensure timely delivery.

This structural force cannot let Australia be com-
placent, however. Australia is perceived in Japan
as a “difficult customer” when it comes to defence
acquisitions.®? Canberra must work hard to ensure
this moniker is not a fair descriptor as it acquires
the New FFM. Regular mid-to-high level contact
between relevant parts of the Australian and Jap-
anese defence sector will allow potential problems
in the acquisition process to be identified and ad-
dressed at speed.

A Free and Open Indo-Pacific for Japan and Australia

Intelligence

Intelligence cooperation is another area in which
cooperation can progress at speed and with tangi-
ble results. A commitment contained within the co-
alition agreement between Japan’s ruling coalition
the Liberal Democratic Party and Nippon Ishin no
Kai (Japan Innovation Party) is the establishment
of a national intelligence service.®® Australia will
take a keen interest in its development.

Intelligence cooperation with the United States
through Five Eyes is a key way in which Australia
has and continues to support regional stability and
promote its own security. If Canberra wishes to de-
velop a relationship with Tokyo capable of support-
ing these objectives, enhancing the Australia-Ja-
pan intelligence relationship is essential. This is,
however, a more difficult task in some ways that
strengthening defence industrial partnerships or
operational planning. Japan’s intelligence appara-
tus is less developed than Australia’s. The Takaichi
government is committed to introducing stronger
espionage laws, which will ease greater intelligence
sharing with countries like Australia by creating a
more secure environment.%

Japan’s entry into the Five Eyes may well be more
fantasy than reality for the time being, but if its in-
telligence service does develop along lines akin to
services in Australia, the United States or the Unit-
ed Kingdom, then Japan’s participation in the in-
telligence sharing provision of AUKUS Pillar IT will
become much more likely.

Given that enhancing the Australia-Japan intelli-
gence relationship requires significant domestic re-
form on the Japanese side, this is an area for coop-
eration in the medium rather than the short term.
But it is no less significant for that timeframe.

Counter-coercion

Chinese grey-zone activities raise the risk of direct
conflict with Japan, either deliberately or through
miscalculations,® and put broader pressure on Ja-
pan. The frequency at which Japan scrambles its
aircraft to deal with Chinese incursions into the
Senkaku Islands’ air defence identification zone



(ADIZ), for instance, has raised concerns about
wearing out its fighter fleet relative to China’s.%®
Australia could assist in ameliorating this state of
affairs by rotating RAAF aircraft or uncrewed sys-
tems to support Japanese surveillance efforts.®’
Australian participation in the Japan-US Bilateral
Intelligence Analysis Cell (BIAC) presents an op-
portunity for Australia to do just this. To deepen
the Australia-Japan partnership and increase its ef-
fectiveness in supporting regional deterrence and
shaping power dynamics in the region, operational
cooperation is fundamental.®®

These actions also steadily chip away at the resolve
of nations interested in regional stability, under-
mining coordinated responses to Chinese activi-
ties.®® A comprehensive counter-coercion strategy,
drawing as many levers of national power as possi-
ble, would be a useful tool for regional deterrence. A
starting point for developing such a strategy could
be joint overflight of disputed features and the mu-
tual embedding of Australian and Japanese sailors
on vessels conducting passages through the South
China Sea. Through the SOF dialogues, Japan and
Australia should lead the way in drafting such a
strategy, leaving paths open for other like-minded
countries in the region to participate.

Conclusion

Australia and Japan share a common ally, strategic
outlooks and an interest in maintaining region-
al stability. As the region and the common ally
change, so too must the level of their cooperation.

There is avast appetite in both countries to increase
the scope of their cooperation. The key issue, there-
fore, is prioritising areas of cooperation where they
can best complement one another.

For this to eventuate, Australia and Japan should
begin by formalising cooperation mechanisms
throughout their security institutions — thicken-
ing the bureaucratic links between the two coun-
tries. This will cohere all elements of the defence
agenda.

If Tokyo and Canberra do this, their relationship
has the capacity to be a powerful shaping force in
the region.

A Free and Open Indo-Pacific for Japan and Australia
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Securing the blue Pacific:
Japan-Australia cooperation for
sustainable regional development
in the Pacific

TOSHIKI MATSUKIYO®°

MINISTRY OF FOREIGN AFFAIRS OF JAPAN

Executive summary

The Pacific Island Countries (PICs) — long-standing partners of Japan and Australia — are confronting three
major potential challenges arising from China’s rapidly expanding engagement in the region, each posing
significant risks both to the region and to traditional partners, including Japan and Australia: (1) erosion of
democratic institutions; (2) weakening regionalism; and (3) militarisation of the Pacific region. Given the geog-
raphy of the PICs and their role in linking partners and allies through critical sea lanes and airspace, these
developments carry serious strategic implications for both Tokyo and Canberra. By examining the expansion
of China’s presence across political, economic and security domains, this paper argues Japan and Australia
should commit to strengthening Pacific regionalism and sustaining well-coordinated, long-term engagement
by traditional partners, in order to deter these risks and advance the free and open Indo-Pacific vision in the
region while supporting sustainable development of the Blue Pacific.

Key policy recommendations

B Australia and Japan should commit to strengthening Pacific regionalism through expanded support for
the Pacific Islands Forum (PIF).

® Japan should consider increasing its voluntary financial contribution to the PIF Secretariat and second-
ing a development cooperation expert from the Ministry of Foreign Affairs to enhance the Secretariat’s
capacity for project planning and management, as well as communication between Japan and PIF.

® Australia, as a PIF member, could support this process by facilitating communication and coordination
with member countries and the Secretariat.
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®  Australia and Japan should explore new options for institutionalising stronger, long-term commitments to
the region from traditional partners.

B The two countries should consider establishing mechanisms for policy coordination among partners
by establishing a ‘Pacific Partners Coordination Hub (PPCH)’ in Fiji. This platform would enable part-
ners — including the United States and New Zealand — to share regional assessments, jointly design
assistance programs, and coordinate external messaging at the working level while maintaining close
and structured communication with the PIF Secretariat.

® Japan should also consider inviting the United States and other partners to the Pacific Islands Leaders
Meeting (PALM) process to strengthen trust-building and advance political-level policy coordination
among PICs and traditional partners.

® Australia and Japan should explore options for greater collaboration on regional law enforcement.

®  Australia should lead on multi-party law enforcement cooperation with PICs in a manner that promotes
an open and inclusive framework for policy coordination and alignment among traditional partners,
including Japan and the United States, in order to minimise duplications and more effectively counter
and constrain Beijing’s expanding engagement in this sensitive security space.
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The 10th Pacific Islands Leaders Meeting (PALM10) in Tokyo, July 2024. Source: Getty
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Introduction

Japan and Australia, as special strategic partners,
have systematically strengthened their cooperation
to advance a vision for a free and open Indo-Pacif-
ic that is inclusive and resilient.” In this context,
one of the most strategically consequential areas
for such cooperation is the Pacific Island Countries
(PICs),*> a geographical area spanning nearly 20%
of the Earth’s surface, linking Japan and Australia
and their allies and partners, including the United
States, through critical sea lanes and airspace that
are vital not only for commercial purpose but also
for allied defence and security operations. PICs
have long been important partners for both Japan
and Australia, including in the economic domain
— most notably fisheries — and in the diplomatic
sphere, especially in advancing shared global agen-
das, including cooperation within the United Na-
tions. Reflecting their differing geographic positions
within the region, Tokyo and Canberra have histor-
ically pursued distinct approaches to engagement
with PICs through separate diplomatic channels.
These include Japan’s role as the host of the Pacific
Islands Leaders Meeting (PALM) process since 1997
and Australia’s long-standing membership in the
Pacific Islands Forum (PIF), the region’s principal in-
stitution for collective decision-making and collec-
tive action since its establishment in 1971.

However, as the security environment in the In-
do-Pacific has rapidly deteriorated and the exist-
ing regional order has come under profound strain,
China’s rapidly expanding influence in the region
has generated serious strategic challenges both
for the PICs and for traditional partners, includ-
ing Japan and Australia. These developments, in
turn, underscore the need for Tokyo and Canberra
to adopt a closer and more coordinated diplomatic
approach toward PICs. This policy paper examines
how the evolving regional landscape is being shaped
by China’s growing presence and identifies the key
challenges that this poses to Australian, Japanese
and broader regional interests. It then offers policy
recommendations for both countries to strengthen
their cooperation in the Pacific, supporting PICs in
responding to those challenges and advancing their
shared vision of a free and open Indo-Pacific in the
region.

A Free and Open Indo-Pacific for Japan and Australia

New regional landscape:
China’s expanding influence

Although Australia, New Zealand, Japan, the United
States, Taiwan and several European states have tra-
ditionally served as the region’s primary partners,
China has steadily and successfully expanded its
presence and advanced its objectives in the region
in recent years. This development can be attributed
to two principal factors: the PICs’ willingness to en-
gage with China, driven by their strategic preference
to diversify external partnership and to manage
great-power competition in the region, and China’s
substantial and sustained political, commercial and
economic commitments to the region. China’s first
major engagement in the region dates back to 2006,
when the inaugural China-PICs Economic Develop-
ment and Cooperation Forum was held in Fiji, and
its involvement has intensified since the 2010s.%
Positioning itself as “a member of the Global South”
and as a supportive and equal partner to the PICs,
China has emphasised the importance of “South-
South Cooperation,” while significantly deepening
its involvement across economic, diplomatic, and
security domains.**

However, this paper argues that Beijing’s growing
interest and involvement in the region are driven by
three core strategic objectives: (1) building and sus-
taining geopolitical influence; (2) leveraging that in-
fluence to minimise Taiwan’s diplomatic presence;
and (3) establishing a security foothold. Beijing’s ac-
tions and objectives ultimately pose significant risks
to the region and to traditional partners, including
Australia and Japan, by (1) eroding the democratic
institutions of the PICs; (2) weakening regionalism;
and (3) militarising the region.

Even so, it should be highlighted that PICs have gen-
erally viewed China as a positive regional partner.
This perception was articulated in 2019 by then PIF
Secretary General, Dame Meg Taylor, who observed
that “(i)n general, forum members view China’s in-
creased actions in the re gion as a positive devel-
opment, one that offers greater options for financing
and development opportunities — both directly in
partner ship with China and indirectly through
the increased competition in our region.”® In es-
sence, heightened engagement by external actors
enhances the bargaining power of the PICs — whose
economies remain heavily dependent on external



assistance — over other regional partners, by en-
abling them to leverage geopolitical competition to
extract greater benefits and advance both nation-
al and regional priorities. This defining feature of
the PICs’ strategic posture is often described as a
“friends to all” foreign policy.*

At the same time, the PICs understand that inten-
sifying great-power competition between the Unit-
ed States and China has the potential to affect the
region profoundly, and view both this dynamic and
how it is managed as critical to regional peace and
stability. This perspective is clearly reflected in Fiji’s
2024 Foreign Policy White Paper, which character-
ises the region’s central strategic challenge as “the
largest challenge facing the Indo-Pacific is the con-
struction of a stable balance... between the US and
China.”” Fiji’s 2025-2029 National Security Strategy
identifies Fiji’s highest strategic priority as “to con-
tribute to a stable Indo-Pacific region while navigat-
ing the challenges of a multipolar world.”*®

On the other hand, China’s substantial and increas-
ingly complex engagement with the region is a fact
of life. In the political space, China has continu-
ously expanded its diplomatic engagement with
PICs through high-level meetings and official visits.
President Xi Jinping visited the region in 2014 (Fiji)
and 2018 (Papua New Guinea) and, since 2014, has
reportedly held more than 30 direct meetings with
leaders of the Pacific Island Countries (PICs).”® Be-
yond bilateral engagement, China has also actively
pursued multilateral initiatives. Most recently, in
May 2025, China’s Foreign Minister Wang Yi chaired
the Third China-Pacific Island Countries Foreign
Ministers’ Meeting in China with senior representa-
tives from 11 PICs holding diplomatic relations with
China in attendance.’*® Through this forum, China
sought to institutionalise its growing presence in the
region, advance core political priorities — including
opposition to Taiwan independence — and portray
itself as a positive alternative to traditional partners,
particularly on climate and trade.'®* In 2023, Chi-
na also appointed a special envoy for Pacific Island
affairs, further institutionalising and deepening
working-level engagement.'??

China has also pursued deeper commercial and
economic engagement with PICs. The share of PICs’
commodity trade with China increased from ap-
proximately 13% in 2012 to 29% in 2023, and China
is now the largest trading partner in four PICs, in-
cluding Papua New Guinea, the largest economy in

the region.!®® From China’s perspective, the region
is strategically important for securing access to tim-
ber, fisheries and potentially critical minerals. For
example, 89% of Papua New Guinea’s timber exports
are destined for China,** notwithstanding concerns
over illegal logging and environmental degrada-
tion involving Chinese companies.'®> The PICs also
possess significant potential in seabed mineral re-
sources, and China has sought preferential access,
as reflected in the Memorandum of Understanding
signed with the Cook Islands in February 2025.1%¢
While environmental concerns have made PICs cau-
tious about seabed mining, it should be noted that
the long-term economic and strategic implications
of resource access remain considerable, especially
given the global competition for securing critical
minerals and establishing reliable supply chains.'*’
China has also expanded its presence in the tour-
ism sector — one of the pillar industries for many
PICs.’°¢ In all forms of economic cooperation, China
has emphasised that the PICs lie along the “southern
extension” of the Belt and Road Initiative (BRI) and
has maintained consistent engagement in the re-
gion on this basis.’® According to the research by the
Lowy Institute, between 2008 and 2023, Beijing has
pledged approximately US$6.2 billion in loans and
grants and disbursed about US$4.8 billion, making
China the second-largest bilateral aid donor to the
region.!®

In all forms of economic
cooperation, China has

emphasised that the PICs lie
along the “southern extension”
of the Belt and Road Initiative
and has maintained consistent
engagement in the region on

this basis.
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Leaders of Pacific Islands nations sitting together during the Pacific Islands Forum summit in Honiara, September 2025.
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China’s ambitions also increasingly extend into the
law enforcement domain — especially policing co-
operation — in ways that pose serious new challeng-
es for the PICs." China first initiated police coopera-
tion in the region in 2011 with Fiji, a country that has
experienced episodes of political instability in the
past.2 Since then, China’s Ministry of Public Secu-
rity has also established cooperative arrangements
with police forces in Kiribati, the Solomon Islands
and Vanuatu. Such arrangements include training
and capacity-building assistance, equipment pro-
vision and deployment of Chinese police advisers.!'?
The research suggests that such cooperation enables
Chinatodisseminate authoritarian doctrinesamong
local elites, centring on “internal regime security.”*
This undermines local rule of law and democratic
values and creates opportunities for activities such
as intelligence collection abroad, a method official-
ly materialised as China’s Global Security Initiative
(GSI) announced in 2023."5 These dynamics risk un-
dermining democratic institutions and may prove
detrimental to a target country’s sovereignty and
political autonomy, which could, in turn, under-
mine the basis for Japan’s and Australia’s coopera-
tion with PICs.

A Free and Open Indo-Pacific for Japan and Australia

China’s goals: Minimising
Taiwan’s diplomatic presence
and establishing a military
foothold in the region

China has increasingly leveraged the influence
generated through these deepened relationships to
advance its strategic objectives — most notably re-
ducing Taiwan’s diplomatic presence and laying the
groundwork for a security foothold in the region.
Both trends pose significant risks of eroding region-
alism and accelerating the militarisation of the Pa-
cific Islands. As discussed below, such developments
could ultimately pose significant challenges to Ja-
pan-Australia security cooperation and complicate
efforts to pursue effective and consistent engage-
ment aligned with regional initiatives collectively
developed within the PIF. As a result, the PICs also
risk missing important development opportunities.

In recent years, several countries have shifted diplo-
matic recognition from Taipei to Beijing, including
Kiribati and the Solomon Islands in 2019 and Nau-



ru in 2024. As a result, only Palau, Tuvalu and the
Marshall Islands continue to maintain diplomatic
relations with Taiwan."® These developments go
well beyond the diplomatic choices of individual
states and carry serious region-wide implications,
notably undermining the foundations of regional-
ism. This was particularly evident when Solomon
Islands, the host country of the PIF 2025 Leaders’
Meeting, announced that it would exclude all the
dialogue partners, including Japan, the United
States and Taiwan, from attending the meeting.!”
Although the Solomon Islands Prime Minister offi-
cially framed the decision as a response to delays in
PIF’s internal review of engagement with external
partners, it has been widely analysed that behind-
the-scenes pressure from China influenced PICs’
positions on Taiwan’s participation in the forum."s
Furthermore, the episode publicly exposed deep di-
visions among member states and underscored the
risk of eroding regional unity, evidenced in Samoan
Prime Minister, Fiamé Naomi Mata’afa’s statement
that her country might boycott the meeting if Tai-
wan were not invited.!® Subsequently, the meet-
ing was conducted exclusively among PIF member
states, including Samoa and the Solomon Islands,
narrowly managing to preserve regional coherence.
However, this outcome came at a significant cost.
The decision deprived dialogue partners, including
Japan, of opportunities to participate in substantive
discussions on Pacific development, including those
related to infrastructure, climate finance and tech-
nical expertise.'?° It also eliminated the valuable op-
portunities, such as bilateral sideline meetings with
Pacific Island leaders that typically accompany the
PIF Leaders’ Meeting.'?' In short, the decision by Sol-
omon Islands came at the cost of losing significant
opportunities for both member states and dialogue
partners. Moreover, Palau — the host country for the
2026 PIF Meetings — will face the same challenge.'?

With respect to military presence, China hasincreas-
ingly leveraged its influence to advance its strategic
agenda, generating significant risks for the region by
positioning it at the centre of potential military com-
petition and conflict. One of the most consequential
developments in this domain occurred in March
2022, when a leaked security agreement between
China and the Solomon Islands revealed provisions
reportedly allowing China to deploy military forces
to the Solomon Islands.!?® Given the country’s strate-
giclocation — approximately 2,000 km northeast of
Australia and in proximity to key US military facili-

ties in the Pacific — this development would expand
China’s maritime strategic presence and bolster its
hard power, with “far-reaching implications for the
Indo-Pacific.”*?* In addition, existing research indi-
cates that China has pursued infrastructure devel-
opment — including ports, airfields, and informa-
tion and communications systems — nominally
for civilian purposes, while incorporating dual-use
capabilities that could be mobilised to support oper-
ations by the People’s Liberation Army (PLA).'?

Taken together, these activities have shaped the
regional strategic environment in ways directly rel-
evant to potential future conflicts involving Japan,
Australia, the United States and its partners. Chi-
na’s ambitions were further underscored by the PLA
Navy’s unprecedented live-fire exercise conducted
approximately 640 km off the coast of New South
Wales in 2025.1%° Reflecting these concerns, a recent
US congressional report warned that even a limited
Chinese military presence in the Pacific could pres-
ent a “substantial strategic challenge” for the United
States and its allies and partners.'?’ It is self-evident
that such developments would also constitute a
grave threat to Japan’s and Australia’s ability to con-
duct joint security operations.

Policy recommendations

China’s expanding influence has generated three
major potential challenges to the PICs: potential
erosion of democratic institutions, weakening of
regionalism and militarisation of the region. These
challenges threaten the foundation for Japan’s
and Australia’s cooperation with PICs while also
generating significant risk for Japan-Australia bi-
lateral security cooperation. At the same time, it
is important to acknowledge that China’s engage-
ment has also provided the PICs with additional
opportunities and policy options. Moreover, from
the perspective of many PICs, amid intensifying
great-power rivalry between China and the United
States, managing the regional balance of power is a
priority and, to a certain extent, inevitably entails
accommodating China’s growing influence in the
region. Accordingly, the foreign policy of tradition-
al partners should focus not on excluding China’s
influence, but on managing it in a manner that is
consistent with regional stability and interests of
PICs. This paper argues that such an approach re-
quires robust sovereignty and autonomy among the
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PICs, grounded in healthy democratic institutions,
strong regionalism and long-term commitment
from traditional partners, and enhanced coordina-
tion in the provision of assistance.

In this regard, it is fair to note that Australia has as-
sumed a far more prominent leadership role than
Japan in managing regional challenges in the Pa-
cific, reflecting both its geographic proximity to
the region and its long-standing ties with the PICs.
Consistent with Australian Foreign Minister Penny
Wong’s characterisation of the Pacific as a region of
“permanent contest,”'?8 Australia — as a founding
member of the PIF — has made substantial contri-
butions across economic and security domains, in-
cluding as the region’s largest donor and through
the recent conclusion of a mutual defence agree-
ment with Papua New Guinea (the Pukpuk Trea-
ty).'?* However, given the potential for these chal-
lenges to have significant implications, including
for Japan-Australia bilateral relations, Australia
should expect further engagement from Japan, and
Japan should be prepared for it. To this end, Japan
and Australia should consider the following three
policy recommendations:

1. Strengthening Pacific Regionalism
through the PIF

Historically, Pacific states have leveraged regional-
ism as a means of addressing shared challenges —
ranging from nuclear waste management and tuna
fisheries governance to climate change — while
maximising their collective bargaining power in
international negotiations. The PIF has long served
as the non-political and operational vehicle for this
purpose. Through the forum, Pacific states have ad-
vanced a series of principles and initiatives, includ-
ing the Boe Declaration on Regional Security,*° the
2050 Strategy for the Blue Pacific Continent® and
the 2025 Blue Pacific Ocean of Peace Declaration,'s?
aimed at maintaining regional peace, stability and
prosperity.

In this context, Japan should continue its support
for these initiatives and explore ways to further
strengthen them.!*® More specifically, Japan should
consider increasing its voluntary financial contri-
bution to the PIF Secretariat — which, as of 2025,
accounts for approximately 0.5% of the Secretari-
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at’s total annual budget — and consider seconding
a development cooperation expert from the Min-
istry of Foreign Affairs.’** These measures would
enhance the Secretariat’s capacity for project plan-
ning and management, while also fostering closer
communication and greater policy alignment be-
tween the PIF member states, the Secretariat and
the Japanese Government. Australia, as a member
of the PIF, should support and facilitate Japan’s en-
hanced contribution from within the organisation,
including by assisting coordination and communi-
cation among PIF member states, the Secretariat
and Japan.

2. Institutionalising strong and long-term
commitment by traditional partners

Managing China’s influence in the Pacific is insepa-
rable from maintaining a strong presence and long-
term, collective commitment by traditional part-
ners — including Australia, Japan, New Zealand
and the United States. In this regard, sustained
engagement by the United States in the region
remains indispensable. Shifts in policy posture
under the second Donald Trump administration
— including the decision to dismantle the Unit-
ed States Agency for International Development
(USAID) — have contributed to growing uncer-
tainty among PICs regarding the sustainability of
the United States as a partner,'® which China has
sought to exploit through a strategic messaging
campaign positioning itself as a more trustworthy
partner.’®¢ However, detailed research by the Lowy
Institute shows that even under the new US policy
framework, more than 80% of US assistance to the
region is expected to be preserved, and concludes
that narratives suggesting a US withdrawal from
the Pacific are “overstated.”¥” Indeed, the Trump
administration has repeatedly underscored its rec-
ognition of the region’s strategic importance and
its intention to remain engaged with the PICs.!%®

To capitalise on this policy momentum, Japan and
Australia, together with the United States and oth-
er partners, such as New Zealand, should work to
institutionalise mechanisms for aid coordination.
In this context, Canberra and Tokyo should take a
leading role to establish a “Pacific Partners Coordi-
nation Hub (PPCH)” in Fiji, where the Secretariat of
the PIF is located. The Hub would serve as a plat-



form through which working-level Pacific special-
ists from partner embassies, as well as visiting offi-
cials from capitals, could convene regular meetings
to share regional assessments, jointly design and
coordinate their assistance programs and better
coordinate external messaging. It would also facil-
itate systematic communication between partner
countries and the PIF Secretariat and enable more
coherent and effective assistance planning aligned
with the PIF’s principles, including 2050 Strategy
for the Blue Pacific Continent.’

In this context, Japan should also consider inviting
the United States and other partners to the Pacif-
ic Islands Leaders Meeting (PALM), which Japan
has hosted every three years since 1997.13° PALM
has been widely recognised as a cornerstone of
trust and partnership between Japan and the PICs.
While expanding PALM to include additional par-
ties could entail domestic and diplomatic chal-
lenges for Japan,“° such an initiative would allow
Japan to contribute to strengthening trust-build-
ing and advance political-level policy coordination
among PICs and traditional partners — both of
which are critically needed in the current regional
environment. This proposal is also consistent with
recent US policy efforts, including the Partners in
the Blue Pacific (PBP) initiative announced in 2022
under the Biden administration.'! Australia, as
a PIF member, could play a key diplomatic role in
supporting Japan’s efforts, including by facilitating
communication with the PICs and other partners.

3. Aligning policy orientation
among traditional partners on law
enforcement assistance

One of the most pressing challenges in managing
China’s growing influence and in safeguarding the
democratic institutions that form the foundation of
Japan’s and Australia’s cooperation with the PICs is
establishing reliable assistance mechanisms in the
increasingly salient domain of law enforcement.
Traditional partners like Australia and Japan should
consider accelerating and better coordinating their
efforts to provide credible and reliable security-relat-
ed assistance to the PICs. In this context, although
Australia has already demonstrated leadership, its
current approach has tended to emphasise exclusion
rather than alignment with the aim of preserving

regional cohesion.'*? For example, under Australian
leadership, it was announced in August 2024 that
the Pacific Policing Initiative (PPI) — including the
establishment of training facilities and rapid-re-
sponse units — would be launched under the frame-
work of the Pacific Islands Chiefs of Police (PICP),
comprising Australia, New Zealand and PICs."*3
Notably, however, no other traditional partners were
invited to participate. This represents a significant
missed opportunity for Australia-Japan coopera-
tion, and existing research also indicates that the
initiative requires further support from other part-
ners, including Japan and the United States.'44Ja-
pan, for instance, possesses extensive experience
and expertise in international police cooperation,
including long-standing support for police reform in
Indonesia since 2001 through collaboration between
the National Police Agency and the Japan Interna-
tional Cooperation Agency (JICA).145

Accordingly, in the security and law-enforcement
domain, Australia should consider exercising lead-
ership that promotes an open and inclusive frame-
work for policy coordination and alignment among
traditional partners, including Japan and the Unit-
ed States. Such an approach would maximise collec-
tive capacity and effectiveness, while strengthening
efforts to counter and constrain Beijing’s expanding
engagement in this sensitive security domain.
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Rebuilding a free and open
international economic order:
Strengthening the CPTPP for

free trade and a Free and Open
Indo-Pacific

Al WATANABE

KEIDANREN (JAPAN BUSINESS FEDERATION)

Executive summary

B Therules-based, free and open international economic order currently faces a crisis due to growing protec-
tionism globally. Developments such as Russia’s aggression in Ukraine, unilateral tariff measures by the
United States and economic coercion by China are aggravating the situation.

B Yet as larger powers like the United States and China move away from a global free trade system, other
like-minded regional partners can play an important role in maintaining and strengthening an interna-
tional economic order based on rules and standards. Against this background, strengthening the Com-
prehensive and Progressive Trans-Pacific Partnership (CPTPP) is an effective pathway for preserving key
elements of an open international economic order. As regional middle powers and founding members of
the framework, Japan and Australia should take the lead in modernising the CPTPP, including exploring
new membership options.
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Key policy recommendations

To accelerate CPTPP expansion while safeguarding high standards, Australia and Japan should:
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Prioritise accession negotiations with key Asian economies (South Korea, Indonesia, Thailand, the Philip-
pines).

Engage India strategically, balancing its value as a Quad member against a careful assessment of its track
record in WTO rule-making.

Prioritise and accelerate EU accession, leveraging the United Kingdom’s recent membership.
Maintain strict adherence to CPTPP accession principles when evaluating China’s application.

Keep the door open for a future US return, recognising the strategic and economic value of renewed US
participation.
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World Trade Organization Director General Ngozi Okonjo-lweala and Japanese Minister of Economy, Trade and Industry
Ryosei Akazawa at talks in Tokyo, May 2026. Source: Japan Ministry of Economy, Trade and Industry
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Introduction

Since the inauguration of the second Donald Trump
administration in January 2025, the United States
has strengthened its ‘America First’ economic poli-
cies, including embracing a more protectionist trade
agenda. This hasincluded additional tariff measures
against various countries, including close allies like
Australia and Japan. Governments and companies
around the world have been scrambling to respond,
forced to change policies and business plans at short
notice, while target countries have frequently cast
these tariff measures as potentially violating World
Trade Organization (WTO) agreements.!4®

This trend compounds with China’s own problem-
atic trade policies. Indeed, Beijing’s market-dis-
torting industrial subsidies are contributing to an
uneven global economic playing field, with China’s
industries experiencing significant growth over
the past 30 years. According to the OECD Tiva da-
tabase,'¥ between 1995 and 2020, Japan’s manu-
facturing value added grew 80%, the United States
180%, the European Union 150% and India 610%
in nominal dollar terms. In contrast, China’s man-
ufacturing value-added stands at 1850%, revealing
an overwhelmingly dominant level. Such trends are
likely to have serious global economic impacts. For
instance, global real GDP is projected by the World
Trade Organisation to decline by approximately 7%
by 2040 based on tariffs, export controls and in-
creased policy uncertainty.'*® The decline in global
governance institutions is also becoming apparent.
This includes the WTO, which has led the creation of
free trade rules, and is also suffering from dysfunc-
tion in its decision-making and dispute resolution
functions.'¥

The significance of CPTPP

As international organisations such as the United
Nations and the WTO become dysfunctional and as
global protectionism rises, the role of the Compre-
hensive and Progressive Agreement for Trans-Pa-
cific Partnership (CPTPP) is growing increasingly
important as a bulwark of open trade. The CPTPP is
an economic partnership agreement that promotes
not only tariff elimination on goods but also the
liberalisation of services and investment, while es-
tablishing high-standard, new common rules across
a wide range of areas such as intellectual property,
financial services and e-commerce, and disciplines
on state-owned enterprises.’® Even after the Unit-
ed States withdrew from the agreement in January
2017 — having initially joined in February 2016 —
Japan and Australia assumed leadership of finalis-
ing negotiations, seeing the CPTPP enter into force
for the remaining members in December 2018.'
Since then, trade volume among the member coun-
tries has steadily increased.'s? For instance, Japan’s
exports increased by 34% while imports rose by 51%
between 2018 and 2024.153 Also, Japan’s agricultural,
forestry and fishery exports during the same period
increased by 55% to the global market and by 103%
to CPTPP member countries.!>*

Given these points, the CPTPP figures as a useful
free trade framework in the current situation when
free trade is facing a crisis. In fact, global interest in
the CPTPP has been growing in recent years, and
many countries have expressed their interest in join-
ing the framework.'*> Compared with similar insti-
tutions like the Regional Comprehensive Economic
Partnership (RCEP), CPTPP is widely regarded as
the highest-standard economic framework given
its comprehensive and stringent rules covering tar-
iffs, intellectual property, state-owned enterprises,
labour, environmental protections and electronic
commerce. Considering the above, this paper seeks
to explore options for Australia and Japan to further
strengthen the framework as a bastion of free trade,
including new rules and standards that may be nec-
essary to modernise the agreement.
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Figure1.

International economic frameworks in the Indo-Pacific region
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The role of Japan and Australia in
strengthening the CPTPP

Japan and Australia have a crucial to play in
strengthening the CPTPP. Following the US with-
drawal from the Trans-Pacific Partnership (TPP) in
2017, Japan and Australia have led negotiations over
the Agreement’s rules and steadily increased the
number of participating countries. Former Japanese
Prime Minister Shinzo Abe is said to have worked to
persuade US President Donald Trump to stay in TPP,
but after US withdrawal from the framework, Japan
led the negotiation in rulemaking, convincing other
member countries to conclude the agreement in the
absence of the United States under the new banner
of the Comprehensive and Progressive Trans-Pacif-
ic Partnership (CPTPP).’*¢ Australia also served as a
“key driver” in progressing negotiations by active-
ly facilitating consensus-building among member
countries and sustaining momentum at critical
stages of the talks.’” After the CPTPP entered into
force in 2018, both Japan and Australia have served
as gatekeepers in the accession process, making the
framework high-level.'®
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Nevertheless, there is room for both countries to
strengthen the CPTPP further. Japan and Austra-
lia are leading Indo-Pacific powers with an interest
in enhancing regional free trade and are uniquely
positioned as US security allies and major trading
partners with China. As the US presence in the In-
do-Pacific region diminishes and China’s influence
increases, the role of Japan and Australia is becom-
ing more important than ever. China’s influence on
ASEAN countries has recently been getting stronger
(e.g. Vietnam is heavily dependent on China, as it
provides roughly half of all inputs used by Vietnam-
ese manufacturers, making economic decoupling
extremely difficult).'’® In order to discuss measures
for economic coercion by China and de-risking from
China, Australia and Japan also have an interest in
encouraging other like-minded countries to support
arules-based free and open global economy through
measures like the CPTPP. As founding members of
CPTPP and “trustworthy” countries for their com-
mitment to multilateralism and high-level rules,
and trade matters,'® Japan and Australia should
work more to take the lead in CPTPP expansion and
reform efforts.



Recommendations

1. Accelerating negotiations for new
membership in the CPTPP

a. Asian countries

In order to strengthen CPTPP, the participation of
major Asian countries such as South Korea, Indone-
sia, Thailand and the Philippines is essential. South
Korea already meets high-standard rules for its com-
prehensive FTAs with the European Union,** ASE-
AN, Australia'®® and other partners, which contain
high-standard provisions equivalent to or exceeding
those of the CPTPP, and the South Korean Govern-
ment has also demonstrated both the willingness
and the capacity to implement them.!** Participation
of key ASEAN countries such as Indonesia, Thailand
and the Philippines is also crucial, given their high
economic growth projections and geopolitical im-
portance in the Indo-Pacific region.'®> However, it
may take some time because submitting an applica-
tion for accession requires alignment with domestic
policies,'*® and even after the application is submit-
ted, the unanimous approval of all existing member
countries is necessary.!*’

The future participation of India is also an import-
ant consideration. India is a member of the Quad
(which includes Japan, the United States, Australia
and India), a grouping that is increasingly central to
Australian and Japanese regional economic strate-
gy. The accession of India also complements the In-
do-Pacific Economic Framework (IPEF), since IPEF
does not provide market access and only focuses
on rules (supply chains, clean economy, taxation
and anti-corruption), while CPTPP provides mar-
ket access (ie lowering tariff rates), and is effective
in realising the development of high-quality infra-
structure and other goals advocated by the Quad.'®
However, given the fact that India has exercised
its veto power during consensus-building in WTO
rule-making on several occasions to protect its own
benefits (e.g. during debates over Investment Facili-
tation for Development),'® India’s accession must be
carefully considered against the rules and norms of
the CPTPP.

Nevertheless, the future accession of these coun-
tries is necessary, given the fact that many of them
are major trading partners and investment destina-

tions for both Japan and Australia.””® Strategically
integrating them into the CPTPP is essential for
maintaining and strengthening the rules-based in-
ternational economic order in the region.

b. European Union (EU)

As part of the European Union’s efforts to establish
a free trade system without the United States in re-
sponse to tariff measures,”* European Commission
President Ursula von der Leyen expressed interest
in joining the CPTPP in June 2025.172 This followed
on from the joint statement from the CPTPP Minis-
terial Meeting held in South Korea in May 2025 that
flagged ongoing work to establish dialogue between
the CPTPP and the European Union."”® The first of
these dialogues was held during the CPTPP ministe-
rial meeting in Australia in November 2025, signal-
ling all parties’ intention to strengthen cooperation
on free trade matters.'™

Seizing this opportunity as momentum, it is crucial
for Australia and Japan to accelerate dialogue to-
ward the European Union’s accession to the CPTPP.
First of all, the European Union seeks fair, rules-
based free trade, which is the fundamental value of
CPTPP and of Australian and Japanese approaches
to global trade. Second, the European Union is also
well-positioned to lead future rule-making, given
its already high standards, proven regulatory lead-
ership and experience with economic integration.'”
Third, with 27 member states, the European Union
is the world’s second-largest economic bloc, ac-
counting for approximately one-sixth of the global
economy and representing a market of 450 million
people.'”®

Securing EU participation in the CPTPP framework
would dramatically expand the economic and geo-
graphical area covered by the agreement. Indeed, the
European Union already possesses sufficiently high
standards to meet the Auckland Principles,””’ the
criteria for reviewing new accession to the CPTPP: a)
the implementation of high-standard rules, b) com-
pliance with international commitments on trade
and investment, and c) the consensus of participat-
ing countries. Though decision-making within EU
member states is expected to take considerable time,
the ascension of the United Kingdom to the CPTPP
in 2024 is a promising indicator of future European
participation.'’®
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c. Addressingthe participation of China

When it comes to assessing China’s application to
join the CPTPP, Australia and Japan will need to
tread carefully.””” China formally applied to join the
CPTPP in September 2021, yet several commentaries
have suggested that China’s reasons for joining are
primarily about strategically enhancing its voice in
shaping the global economic order in the absence
of US from key agreements and institutions,*° and
expanding its national interests within the interna-
tional community.!® Such commentators posit that
China is not prioritising rules and standards in the
interests of fair and open trade.

As such, it is essential to determine whether China’s
current trade practices meet the standards of the
Auckland Principles. At present, this is not the case
because China has not yet implemented provisions
under the RCEP agreement that align with those
found in the CPTPP, including the prohibition of
export restrictions, the prohibition of performance
requirements in the investment sector, the free flow
of data, and the prohibition of data localisation re-
quirements, and has been often pointed out by the
OECD and WTO.*®2 Also, opinions among member
states are divided regarding China’s application for
membership; Malaysia, Singapore, and Vietnam
have expressed support for Chinese membership,
but Japan and Australia both have expressed a cau-
tious stance.'®3 Moreover, in a recent Joint Ministe-
rial Statement of CPTPP-EU Trade and Investment
Dialogue 2025, participating countries shared con-
cerns about market-distorting practices that result
in overproduction and about economic coercion,
implicitly referring to China.’®* Since the consensus
of member countries is necessary for new members
to join, it would be difficult for China to participate
in the short term.

d. Return ofthe United States to the CPTPP

On the other hand, it is necessary to leave room for
the United States to rejoin the CPTPP in the future.
Granted, it is unlikely that the United States will
return to the framework in the near future due to
strong domestic political resistance to Free Trade
Agreements (FTAs).'5 However, this could disad-
vantage the United States in the medium to long
term, given its growing isolation from the free trade
system and the fact that many CPTPP member
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countries are already discussing further liberalisa-
tion efforts — including tariff elimination — that
could leave Washington increasingly absent from
formal arrangements on these matters. Washing-
ton also stands to suffer material losses, with some
analysis suggesting that the United States is miss-
ing out on approximately US$100 billion per year in
real consumption gains, productivity gains, export
gains and allocative efficiency by declining to join
CPTPDP.18¢

The potential return of the United States to the
CPTPP would be highly significant for the existing
member countries, too. Several studies estimate
that the United States rejoining would increase real
GDP by +0.35% on average among current members,
reflecting the scale effects and deeper market inte-
gration generated by the expanded framework.'s”
For Japan and Australia in particular, securing a US
return to the framework would bring not only posi-
tive economic impacts, but also important strategic
and rule-making benefits, reinforce their ability to
shape high-standard trade and digital rules in the
Indo-Pacific region in concert with a common ally,
and would further strengthen and complement their
broader strategies aligned with the Free and Open
Indo-Pacific (FOIP) vision.'s®

Conclusion

As large countries shift from a free trade sys-
tem, like-minded countries need to maintain and
strengthen the existing international economic or-
der based on rules and standards. In this context,
the CPTPP — one of the highest-standard interna-
tional economic frameworks — will play a signifi-
cant role. Japan and Australia should seize the mo-
mentum to reinforce the framework by accelerating
negotiations for the accession of like minded coun-
tries in order to preserve the rules based free trade
system. As middle powers in the Indo-Pacific region
and as founding members of the framework, Japan
and Australia will play a crucial role in strengthen-
ing the CPTPP.



Strengthening cooperation
On economic security between
Japan and Australia

JAMES GHUSN
Mandala

Executive summary

B The concept and practice of economic security policy has emerged in response to supply chain disruptions,
the weaponisation of trade and investment policies, and domestic political pressure linked to deindustri-

alisation in local economies.

® Japan and Australia have responded to this trend with their own domestic economic security agendas,
albeit with different objectives. While Japan aims to protect its downstream industries from supply chain
shocks and economic coercion, Australia pursues economic security as part of a broader strategy to build

new industries, support regional jobs and strengthen resilience through access to international markets.

® Japan and Australia are actively cooperating on economic security matters. Bilaterally, this has focused on
critical minerals and rare earths, yielding successful joint ventures between Japanese and Australian com-
panies and public agencies. Multilaterally, both countries have continued to advocate for the rules-based
trading system as a supporting strategy for strengthening economic security. This has included support
for their portfolio of regional trade agreements, as well as participation in the World Trade Organization’s

(WTO) Multi-Party Interim Appeal Arbitration Arrangement (MPIA).

B Against the backdrop of an increasingly disrupted international trading system, Japan and Australia
should continue to coordinate and expand their cooperation on economic security. Bilaterally, both coun-
tries should look to bolster their commitments to joint critical minerals projects, bring in new interna-
tional partners and extend their cooperation to other industries such as alternative fuels. At the multilat-
eral level, Japan and Australia should continue to engage in pragmatic improvements to institutions and
international rules notwithstanding questions over the future of these arrangements. Preserving access to
international markets and rules-based trade through these coalitions is itself a source of supply chain resil-
ience. Japan benefited in 2015 from a WTO ruling against Chinese export restrictions on rare earths, while

Australia was insulated from the effect of Chinese tariffs in 2020 by global access to alternative markets.
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Key policy recommendations

Australia and Japan should:

Strengthen the Critical Minerals Partnership by jointly committing to specific price floors for a subset of
minerals to stabilise prices and incentivise new producers.

Expand the Japan-Australia model of critical minerals cooperation to include other international part-
ners, such as a trilateral partnership with the United States (US).

Develop frameworks to apply the successful model of Japan-Australia critical minerals development to
other industries critical to economic security, such as green hydrogen and ammonia. This can leverage
the annual Economic Security Dialogue to identify emerging industries that are both critical for economic
security and suitable candidates for patient, public capital to support early-stage commercial ventures.

Advocate for MPIA participation amongst WTO members, both publicly and on the sidelines of multilateral
forums such as the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) and
the Association of Southeast Asian Nations (ASEAN) meetings.

Expand and strengthen CPTPP as a platform for countries seeking a credible anchor for rules-based trade.
This includes active and coordinated contributions to the agreement’s review and modernisation process-
es, including updating the e-commerce chapter for the digital economy.

Japan’s Prime Minister Sanae Takaichi and Australia’s Prime Minister Anthony Albanese following a signing ceremony for a joint
declaration of economic security cooperation, Canberra, 4 May 2026. Source: Getty
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Introduction

Economic security has become a government priori-
ty around the world, spurring an increase in restric-
tive trade and investment policies.’®** The emergence
of this priority is due to numerous factors, including
heightened awareness of risks associated with con-
centrated supply chains, strategic competition be-
tween hegemonic powers that increasingly pivots on
tools of economic coercion, and domestic political
pressure arising from the deindustrialisation of lo-
cal economies.*®

Japan and Australia have responded to this trend
with domestic economic security agendas, each pur-
suing different objectives. Japan strives to use poli-
cy to protect its downstream industries from supply
chain disruptions, whereas Australia aims to secure
a strategic industrial future, filling supply chain
gaps for its international partners while fulfilling
a broader goal of building new industries and sup-
porting regional jobs.

Astherules-based international system continues to
deteriorate, the risk of economic shocks arising from
either supply chain disruptions or direct coercion
will grow. This paper outlines how Japan and Aus-
tralia can manage these risks through two primary
channels. First, the two countries should expand
their existing bilateral economic security relation-
ship by deepening cooperation on critical minerals,
broadening initiatives to include new partners and
exploring models of collaboration in new domains
such as alternative fuels. Second, the two countries
should continue to advocate for pragmatic improve-
ments to multilateral trade institutions and region-
al agreements, to maintain the insulation against
economic shocks and coercion that the open, rules-
based trading system has historically afforded to
each.

Japanese economic
security policy

Motivations and objectives

Japan’s economic security awakening originates
from a 2010 dispute with China following a mari-
time incident near the Senkaku Islands, in which
a Chinese fishing trawler collided with Japanese
Coast Guard vessels and its captain was detained by
Japanese authorities. In response, China was widely
reported to have suspended rare earth exports to Ja-
pan, which at the time accounted for 90% of Japan’s
supply.”®* This was particularly detrimental to the
Japanese automobile sector, which relied heavily
on Chinese rare earths and experienced disruptions
to production.’? The fallout from this dispute moti-
vated Japan to develop policy to mitigate the risk of
such disruptions to key industries.

Policies

By 2020, Japan had established an economic secu-
rity agenda built around the concepts of “strategic
autonomy” and “strategic indispensability.”**? Stra-
tegic autonomy emphasises the ability to maintain
living standards during economic shocks without
overreliance on other countries. Strategic indis-
pensability focuses on developing globally signif-
icant industries to strengthen Japan’s leverage in
critical supply chains.”* This agenda culminated
in the Economic Security Promotion Act (ESPA) in
2022, which focused government economic security
policy around diversifying supply chains, enhanc-
ing regulation of essential infrastructure, funding
to accelerate the development of critical technolo-
gies and restrictions on intellectual property. Other
key initiatives included reforms to the Foreign Ex-
change and Trade Control Law, and formalisation
of the critical minerals stockpiling system through
the Japan Oil, Gas and Metals National Corporation
(JOGMECQC).*

Fiscally, the most significant interventions have
been incentives for supply chain diversification
and public investment in domestic semiconductor
manufacturing. For instance, the Ministry of Econ-
omy, Trade and Industry (METI) subsidised 439
onshoring projects between May 2020 and March
2022, while the Japan External Trade Organization

A Free and Open Indo-Pacific for Japan and Australia

37



38

approved 104 nearshoring projects. These incen-
tives covered a range of sectors deemed important
to Japan’s strategic autonomy, including medical
equipment, auto parts and electronics.”®® This in-
cluded the provision of ¥1.2 trillion and ¥920 billion
in subsidies to high-profile domestic semiconductor
projects led by Taiwan Semiconductor Manufactur-
ing Co. (TSMC) and Japanese firm Rapidus, respec-
tively.'’

Australian economic
security policy

Motivations and objectives

Unlike Japan, Australia lacks an explicit, overar-
ching objective for its economic security policy,
though it has been invoked as a justification for the
Australian Government’s Future Made in Australia
(FMIA) agenda.'®® FMIA is primarily an industrial
and economic development agenda, aimed at using
public support to accelerate development in sectors
where Australia could conceivably build enduring
comparative advantage, particularly in the net-ze-
ro economy, while also supporting jobs in regional
Australia. However, the Australian Government has
also sought to integrate economic security within
the FMIA National Interest Framework through its
Economic Resilience and Security Stream, which
channels investment into sectors where domestic
capacity addresses priorities like vulnerable supply
chains or national security risks."”’

Policies

Under the FMIA umbrella, Australia’s economic
security investments echo Japan’s concepts of stra-
tegic autonomy and indispensability. For instance,
the Australian Government’s investments in Psi-
Quantum’s quantum computing project (A$970
million between the Australian and Queensland
governments) and the Solar SunShot program (A$1
billion) aim to place Australia at the frontier of major
technologies, supporting strategic indispensabili-
ty.20 Meanwhile, the financial support offered to
struggling smelters in 2025 — such as Whyalla Steel-
works, the Mount Isa Copper Smelter and Nyrstar
Port Pirie smelter — reflects a view that Australia
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should retain strategic autonomy in downstream
metals processing.?’! Building on FMIA, the Aus-
tralian Government also announced a A$1.2 billion
Critical Minerals Strategic Reserve (CMSR) ahead of
the 2025 election, due to become operational in the
second half of 2026.2°2 This will provide financial
support for antimony, gallium and rare earths proj-
ects, aiming to reduce uncertainty for producers and
enable new projects to come online.2? This puts crit-
ical minerals at the forefront of Australia’s economic
security priorities.

Bilateral cooperation
between Japan and Australia
and broader international
engagement

Economic security initiatives
at a bilateral level

To date, the most substantive of Japan’s and Aus-
tralia’s joint initiatives on economic security have
been on the issue of critical minerals. In 2022, both
nations signed the Critical Minerals Partnership to
establish a framework for building secure supply
chains.?? This partnership involves identifying vul-
nerabilities, coordinating industrial planning to ad-
dress gaps and providing public finance to acceler-
ate new sources of supply.2®® Since then, several joint
ventures between Japanese and Australian industry
or public agencies have been signed. For example,
Japan’s Idemitsu invested in a majority ownership
of Australian mining start-up Vecco Group in 2024,
with the goal of mining and extracting vanadium.?°
Both countries also cite JOGMEC’s investments in
Australian critical minerals projects as an example
of cooperation on economic security.?’’” In 2025, the
first Australia-Japan Economic Security Dialogue
was held to share information on economic and stra-
tegic risks and find practical areas of cooperation.
The media release outlined a shared commitment
to free and open markets and rules-based trade and
investment, as well as a discussion of overarching
areas of cooperation. However, critical minerals
were the only priority specifically highlighted, rein-
forcing the notion that bilateral initiatives have been
centred around this domain to date.?



Engagement through
multilateral institutions

Alongside their domestic and bilateral agendas,
Japan and Australia both continue to advocate for
rules-based trade and multilateralism as part of their
economic security strategy. For example, ministers
in the 2023 Australia-Japan Ministerial Econom-
ic Dialogue noted that free and open markets and
rules-based trade and investment remained the best
means to mitigate supply chain disruption risks.2%®
Both countries also publicly supported the growth
and ongoing maintenance of the CPTPP, which it-
self is an instrument for supporting an open, rules-
based system.?® These statements reflect a shared
recognition that, despite growing vulnerabilities in
the global trading system, the institutional frame-
works underpinning international trade continue
to support economic security by broadening access
to markets, enabling diversification and preserving
predictable rules for cross-border commerce.

Since the paralysis of the WTO’s Appellate Body in
2019, which has prevented the organisation’s dispute
settlement system from issuing binding appeal rul-
ings, Japan and Australia joined the Multi-Party In-
terim Appeal Arbitration Arrangement (MPIA). The
MPIA allows participating WTO members to volun-
tarily pursue appeals in trade disputes that would
otherwise be left unresolved. This has helped to
maintain a functioning, rules-based mechanism for
resolving disputes among participating economies.

Despite criticisms of the WTQO’s enforcement of in-
dustrial subsidy rules, there are meaningful exam-
ples where a functioning WTO or the multilateral
trading system has supported the economic security
of Australia and Japan.?* Japan successfully chal-
lenged China through the WTO following the 2010
Senkaku Islands dispute.?? After the ruling, China
dropped the disputed export quotas and export tax-
es on rare earth minerals in 2015.2% When Australia
was the subject of Chinese tariffs in 2020, global ac-
cess to alternative markets insulated the domestic
economy, as sellers of affected products like cotton,
coal, and barley rerouted their exports to new desti-
nations.?* Furthermore, the WTO provided a neutral
forum for Australia to lodge formal disputes, such as
in the case of barley and wine, which eventually pro-
vided an offramp for China to review its policy and
unwind the majority of tariffs by mid-2023.2t5

Maintaining and strengthening

the multilateral trading
system through pragmatic

mechanisms remains a key

component of both Japan
and Australia’s economic
security strategies.

Consequently, while their domestic policies reckon
with vulnerabilities in the global trading system,
both Japan and Australia recognise that contin-
ued degradation of the system further undermines
their economic security. As such, maintaining and
strengthening the multilateral trading system
through pragmatic mechanisms remains a key com-
ponent of each country’s economic security strategy.

Opportunities to
strengthen cooperation
Oon economic security

Differences in Japan’s and
Australia’s domestic objectives

Despite similarities in Japan and Australia’s adop-
tion of industrial policies, each country is designing
economic security policy for fundamentally differ-
ent reasons.

On one hand, Japan has a direct interest in protect-
ing against shocks to its downstream industries
and domestic economy. Export restrictions on rare
earths can have direct, negative impacts for Japan’s
large automotive and electronics sectors, by either
driving up prices or creating production bottlenecks.
Japan’s energy and food security is also highly de-
pendent on imports from international markets.?¢
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On the other hand, Australia is embedding econom-
ic security policy within a broader economic devel-
opment strategy. It sees an opportunity to use indus-
trial policy to develop new industries, and in some
instances, capitalise on global supply chain anxiet-
ies to embed itself in new value chains.?” In other
words, while Japan deploys policies to minimise its
exposure to supply chain vulnerabilities, Australia
seeks to capture some of the economic opportunity
enabled by a reshuffle in global supply chains.

A complementarity emerges from these differences,
exemplified by the bilateral effort to mitigate Japan’s
overreliance on Chinese critical minerals and rare
earths through coordinating investment in Austra-
lian producers.?® This complementarity forms the
foundation of Japan and Australia’s bilateral eco-
nomic security agenda, providing a strong basis for
expanding collaboration.

Building on the successful template
of critical minerals cooperation

Japan and Australia’s cooperation on critical min-
erals policy has already generated success through
Australia-based ventures involving either Japanese
companies or public finance. Both countries should
build on this foundation by strengthening their
commitments and bringing in new partners.

Recommendation 1: Strengthen the
Critical Minerals Partnership by jointly
committing to specific price floors for a
subset of key minerals

The Critical Minerals Partnership has been effective
at strengthening bilateral dialogue on supply chain
vulnerabilities and industrial planning to accelerate
new projects. One challenge that still weighs on the
sector is the vulnerability of some minerals to vola-
tile price swings.?® The CMSR aims to address this
uncertainty for a subset of minerals through mecha-
nisms such as forward offtake agreements, demand
and supply aggregation, stockpiling and contracts
for difference.??° These efforts to combat price vola-
tility will be strengthened if financial commitments
can be coordinated across like-minded countries,
providing further fiscal firepower. For instance, the
United States—Australia Framework for Securing
of Supply in the Mining and Processing of Critical
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Minerals and Rare Earths outlined a commitment
to explore bilaterally coordinated price floors.??! In-
corporating a similar framework between Japan and
Australia would strengthen these efforts to stabilise
prices and support new producers.

Recommendation 2: Expand Japan-
Australia critical minerals cooperation to
include other partners

Addressing vulnerable mineral supply chains re-
quires levels of investment beyond what Japan and
Australia can deliver alone. Expanding the Japan-
Australia model to include other partners is a logical
step towards stronger international coordination on
critical minerals. A natural first candidate would be
the United States, which already has existing bilat-
eral agreements with both countries.??? A trilateral
arrangement to identify priority minerals and new
projects, and coordinate financial support would
accelerate efforts to bring new producers online by
aggregating offtake demand across major Japanese,
US and Australian buyers and facilitating greater
risk sharing across public balance sheets.

Recommendation 3: Apply the successful
Japan-Australia critical minerals model to
other industries

JOGMEC’s long-term investments in Australian
mining company Lynas Rare Earths alongside pri-
vate Japanese conglomerate Sojitz are a commonly
cited example of how deploying patient public capi-
tal can develop a reliable, alternative supplier of re-
fined rare earths.??® This approach has been central
to Japan—Australia cooperation on critical minerals
and has been referenced directly by both govern-
ments as a success story.??* It should serve as a tem-
plate for cooperation in other industries important
to economic security.

One example is alternative fuels such as hydrogen
and ammonia, which are important to Japan’s decar-
bonisation plans and long-term energy security.??
Japan and Australia already collaborate through
the Japan-Australia Partnership on Decarbonisa-
tion through Technology and the Hydrogen Energy
Supply Chain Pilot Project.??® However, if produc-
tion costs for alternative fuels continue to fall over
time, Japan and Australia can jointly deploy patient,



public capital to support new commercial ventures,
mirroring the model used for Lynas Rare Earths. As
such, Japan and Australia should leverage their an-
nual Economic Security Dialogue to identify emerg-
ing industries that are both critical for economic
security and potential candidates for future public
investment.

Pragmatically advocating
for multilateral institutions
and rules-based trade

As the international system enters a period of rup-
ture, middle powers have a shared interest in safe-
guarding the core elements of the rules-based order.
Despite its shortcomings, the multilateral trading
system has provided a degree of effective insurance
against economic coercion for both Japan and Aus-
tralia. Notwithstanding shortcomings in these re-
gimes, both countries should continue to advocate
for progress on institutional reform and internation-
al rulemaking as a component of their economic se-
curity agendas.

Recommendation 4: Continue to
advocate for MPIA participation amongst
WTO members

CPTPP Ministers, including Japan and Australia,
have publicly encouraged greater participation in
the MPIA as a means of strengthening the rules-
based trading system.?”” As influential middle pow-
ers with credibility grounded in long-term adher-
ence to international rules, Japan and Australia
should continue to advocate for the MPIA through
public statements and on the sidelines of multilater-
al forums such as CPTPP and ASEAN meetings. De-
spite its limitations as a stopgap, the MPIA provides
a means for like-minded economies to preserve en-
forceable rules, reduce uncertainty and prevent fur-
ther erosion of WTO dispute settlement. This serves
the economic security interests of both countries.
For Japan, it helps maintain a rules-based avenue for
responding to discriminatory trade measures that
could disrupt critical inputs for its downstream in-
dustries. For Australia, it reinforces the institution-
al frameworks that support access to international
markets and the resilience derived from diversified
trade relationships.

Recommendation 5: Expand and
strengthen the CPTPP

Japan and Australia should continue to advocate for
the expansion and strengthening of the CPTPP as a
platform for countries seeking a credible anchor for
rules-based trade. This includes contributing to the
agreement’s review and modernisation processes
to ensure it remains fit for purpose amid evolving
economic and technological conditions. This would
serve the economic security interests of both coun-
tries by widening access to markets under shared
rules and reducing vulnerability to disruptive trade
practices. It would also help strengthen a trade ar-
chitecture that supports diversification, resilience
and predictability in an increasingly fragmented
international environment. A priority is updating
the e-commerce chapter to better reflect the digital
economy, including clearer and more interoperable
rules on cloud computing, cross-border data flows,
digital services and emerging issues such as gover-
nance for artificial intelligence.?*
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Updating trade frameworks and
rules for critical minerals supply
chain resilience: Japanese and
Australian perspectives
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Executive summary

Amid growing concerns about the weaponisation of critical minerals supply, the scale and urgency of new
investments that states must make in critical mineral supply chains to prepare for disruption cannot be
realised through market dynamics alone, given the high costs associated with establishing alternative
sources and products at short notice.

In 2023, Australia and Japan refreshed their respective critical minerals strategies to accelerate the devel-
opment of strategic projects, including necessary investment and financing. The two countries’ strategies
complement each other; Japan’s focus on downstream manufacturing complements Australia’s strengths
in upstream extraction, both wanting to develop new processing capacity.

Japan and Australia’s primary focus in their domestic policies and international initiatives has been to
support private businesses in setting up commercial operations. However, their strategies are evolving to
include greater market intervention. New bilateral agreements with the United States and G7 initiatives
(endorsed by Australia) in 2025 contain ideas for a standards-based market and price mechanisms, which
may include floor prices, that are aimed at proactively excluding imports from current chokepoints, such
as China.

However, some of these initiatives could breach WTO rules: some forms of risk capital provision could be
considered subsidies, while certain standards and/or floor prices could be considered import-restrictive/
discriminatory measures. This suggests that aspects of WTO rules and their interpretation need updating
to allow the measures that are legitimately required to ensure supply chain resilience in light of present
supply chain vulnerabilities.

Australia and Japan are ideal partners to lead these updates, given the minimal competition between their
relevant industries, their track record of constructive collaboration in rules-based international forums
and common alliance relationships with the United States.
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Key policy recommendations

Japan and Australia should work together to identify specific updates to multilateral trade rules that appro-
priately balance between protecting valid measures to ensure supply chain resilience for critical minerals and
preventing excessive market/trade distortion. The candidate issues are:

B Reconsideration of the scope of WTO-inconsistent subsidies so that financial support with valid positive
spillover effects, such as ensuring a necessary degree of supply chain resilience for critical minerals, is
excluded. This could be achieved by: (i) redefining the elements and requirements for a measure to be
regarded as a subsidy or an actionable subsidy, such as “benefit” and “adverse effects”; or (ii) clarifying that
the general and security exceptions of the GATT also apply to the Subsidy Agreement.

® Whether and how transnational subsidies are disciplined under the Subsidy Agreement.

B Guidelines on standards based on considerations of environmental, social and governance (ESG) perfor-
mance, so that they will be justified under the general exceptions.

Japan’s Prime Minister Sanae Takaichi and Australia’s Prime Minister Anthony Albanese speak to the press at Parliament House in
Canberra, 4 May 2026. Source: Getty
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Introduction

When it comes to strategic goods such as critical
minerals, a limited number of supply countries with
a dominant share of the global market would be
‘chokepoints’ in the supply chain and could exploit
their advantageous position as a weapon to lever-
age other needs, whether economic or not. Indeed,
concerns about the weaponisation of the critical
minerals supply have been heightened again by Chi-
na’s recent moves to strengthen export controls on
rare earths. These steps include gradual expansion
of critical minerals covered under export controls
starting from August 2023, some United States-spe-
cific measures in December 2024 and April 2025,
and most recently, a Japan-specific measure in Jan-
uary 2026.%2° While the Japan-specific measure was
ostensibly a response to the Japanese Prime Min-
ister’s statement regarding a potential Taiwanese
emergency, some other measures could be seen as
responses to export control measures introduced
and tightened by the United States regarding semi-
conductors and related products being shipped to
China since 2022 or reciprocal tariffs initiated by the
United States in April 2025.2%°

The risk of similar supply suspensions for other stra-
tegic goods is likely to persist in the medium to long
term. While the risk for weaponisation of critical
minerals by chokepoint countries is growing, dif-
ferent countries have taken different approaches to
addressing that challenge. Japan has taken steps to
reduce its use of rare earths and to diversify its im-
port sources by encouraging investment in Austra-
lia, following China’s suspension of rare earths ex-
ports to Japan in 2010 after a confrontation over the
Senkaku Islands.?* On the other hand, until recent-
ly, Australia had not introduced government mea-
sures equivalent to Japan’s to ensure the production
or procurement of critical minerals.??? Even without
such measures, Australia, a resource-rich country,
was a top five producer of 15 mineral commodities,
including lithium (52%), cobalt (3%) and rare earths
(5%) in 2022.2%% According to the International En-
ergy Agency, Australia is the fourth-largest magnet
rare earths miner in 2024, with a 4.3% global share
(compared to China’s 61%), projected to increase to
13% in 2030 (compared to China’s 51%). However, as
of 2024, Australia’s share of the magnet rare earths
refining sector is negligible, while China continues
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to dominate 91% of the market.?** Most of the rare
earth minerals extracted in Australia are exported
for refining in China, largely because the process is
environmentally damaging, expensive and politi-
cally unpopular domestically.?®5 Australia’s supply
potential has not prevented China from becoming a
chokepoint in the processing stage of the rare earth
supply chain.

As such, although Japan, as a significant down-
stream user and Australia, as a significant upstream
supplier, are both seeking supply chain diversifi-
cation, but face challenges in doing so. This can be
explained mainly by the high investment risk and
the high price of refined rare earths from new in-
vestments. Specifically, significant time and finan-
cial investments are required before commercial
refining operations can begin. A complex regulato-
ry environment and unstable geopolitical situation
can also exacerbate the risk of new investments.
Even after operations begin, high production costs
in certain locations, such as Australia, for inputs like
electricity, and for compliance with environmental
and/or labour regulations, would make the price
of products higher than competing products from
other existing sources. Moreover, for some types of
critical minerals, due to their relatively small mar-
ket size, high price volatility can be manipulated by
dominant competitors for geopolitical ends.

In order to ensure the resilience of the supply chain
for critical minerals through domestic policies and
international frameworks, Japan and Australia are
developing solutions, including: (i) encouraging
investment in strategic projects by making finan-
cial support available, some of which may be con-
sidered as subsidies under international trade law;
and (ii) discussing potential standards for valuing
products that cover environmental and/or labour
protection costs, as well as price mechanism in-
cluding floor prices. However, these solutions have
certain trade-restrictive effects and are subject to
multilateral trade rules regarding subsidies and im-
port restriction/discrimination. Thus, to ensure the
long-term stability of the measures taken by the two
countries, they need to collaborate on establishing a
basis for updating multilateral trade rules.



Existing domestic, bilateral and
mini/multi-lateral solutions in
Australia and Japan

The scale and urgency of new critical mineral supply
chain investments cannot be realised if the invest-
ment is left to the market alone, especially if preven-
tive measures taken for economic security reasons
are unlikely to be commercially efficient, at least in
the short term. From a commercial perspective, it
makes more sense for downstream producers to con-
tinue procuring existing dominant products at lower
prices. Yet sustainable operations of critical mineral
businesses require long-term profitability, which de-
pends on constant large-scale private demand. Ide-
ally, government measures should enable new busi-
nesses to start operating by identifying potential
priority projects and providing risk capital, among
others, and allowing them to be driven primarily by
private demand.

Both Japan and Australia have developed initiatives
to secure the supply of critical minerals, trying to
strike this difficult balance between government
intervention and private market forces. This section
provides an overview of the relevant domestic poli-
cies and bilateral or mini-lateral international coop-
erations pursued by Japan and Australia.

Domestic policies

Both Australia and Japan have outlined strategic
frameworks for addressing challenges in the supply
chain of critical minerals, with the common objec-
tive of accelerating the development of strategic
projects, as well as the required investment and fi-
nancing. That said, these frameworks differ based
on each country’s position in the supply chain,
whether ‘upstream’ or ‘downstream’.

According to the “Policy for Ensuring Stable Supply
of Critical Minerals” set by Japan’s Ministry of Econ-
omy Trade and Industry (METI) under the Econom-
ic Security Promotion Act, Japan’s domestic policies
for ensuring stable supply of critical minerals can
be characterised under three pillars: (i) securing its
rights to overseas resources through “resource di-
plomacy” and subsidies via the Japan Organization
for Metals and Energy Security (JOGMEC), includ-

ing exploration and risk capital provision; (ii) stock-
piling by JOGMEC; and (iii) developing resource
efficiencies, new technologies, alternative seabed
resources, and recycling.?’® As a state with advanced
downstream industries lacking domestic natural
resources, Japan inevitably requires constant pro-
curement of “overseas resources,” through measures
like offtake rights.%’ Also, while Japan and Australia
have similar critical mineral lists,?*® Japan’s par-
ticular focus is on the minerals required by its key
downstream industries, such as the automotive and
semiconductor sectors: i.e., battery metals (lithium,
nickel, manganese, cobalt and graphite), rare earths,
uranium, and gallium and germanium.?* METI’s
policy refers to environment and human rights pro-
tection as one of the criteria for project selection. It
states that the expectation of significant compli-
ance costs will be taken into account as exceptional
circumstances for particular projects that require
grants. Such projects do not meet the economic via-
bility criteria for investment of the applicant compa-
nies and cannot be initiated or continued under the
existing JOGMEC investment scheme.?*°

Both Japan and Australia

have developed initiatives to
secure the supply of critical
minerals, trying to strike this

difficult balance between
government intervention
and private market forces.
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Headquarters of the World Trade Organization in Geneva. Source: Getty

By comparison, Australia’s “Critical Mineral Strat-
egy 2023-2030” sets out six priorities: (i) developing
strategically important projects; (ii) attracting in-
vestment and building international partnerships;
(iii) First Nations engagement and benefit sharing;
(iv) promoting Australia as a world leader in ESG (en-
vironmental, social and governance) performance;
(v) unlocking investment in enabling infrastructure
and services; and (vi) growing a skilled workforce.?*!
Given its position “upstream” in the supply chain,
Australia prioritises attracting foreign investment
in critical minerals projects located in Australia,
especially in downstream processing.?> The strat-
egy also emphasises the importance of addressing
ESG considerations, including the effects of min-
ing and refining on local communities. These dif-
ferences suggest that the two countries’ strategies
complement each other in attracting investment
from Japan to Australia’s downstream processing
industries, which need to bear ESG costs, allowing
Japanese investors to secure the offtake rights.
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Lastly, the stockpiling of selected critical minerals
is a key part of both countries’ strategies. Even Aus-
tralia, which has easy access to the minerals due to
its upstream position, benefits from stockpiling, as
it helps to stabilise market prices and mitigate price
manipulation by competitors. While JOGMEC has
been operating a rare earths stockpiling program
since 2012, Australia announced the establishment
of the Critical Minerals Strategic Reserve (CMSR) to
“maximise the strategic value of Australia’s critical
minerals” in April 2025.24% A taskforce was estab-
lished in July 2025 to conduct consultations and to
design relevant policies, and the CMSR is expected to
be operational in the second half of 2026. The CMSR
aims to support strategically important critical min-
erals projects where private finance is not available
due to volatile markets, so that the supply of select
critical minerals can be secured for Australia and
its key international partners. The CMSR’s financial
tools include physical stockpiling, as well as offtake
agreements with fixed or floating prices, trading in



forward offtake contracts, intermediary demand
and supply aggregation, and contracts-for-differ-
ence (price floors and ceilings).?*4

Bilateral cooperation initiatives

Australia and Japan are also pursuing internation-
al cooperation initiatives to offset their respective
challenges in the critical mineral supply chain.
In October 2022, Japan and Australia agreed on
the “Partnership Concerning Critical Minerals,”?4
which focused on continued information sharing
and consultations to facilitate private projects with
no obligations regarding specific targets or market
interventions. These sorts of government-to-gov-
ernment agreements on critical minerals generally
serve to “build investor confidence and help private
sector partnerships develop and scale up quickly.”?4¢

However, in October 2025, each state signed a new
bilateral agreement with the United States, the
terms of which indicate a shift towards concrete ob-
ligations and stronger market intervention. On 20
October 2025, Australia and the United States an-
nounced the Australia-US Framework for Securing
of Supply in the Mining and Processing of Critical
Minerals and Rare Earths,?¥ clarifying their inten-
tion to make new domestic mining and processing
capacity in these minerals available in 2026. Along-
side traditional matters such as streamlining ad-
ministrative processes, cooperation will cover more
concrete and potentially trade-restrictive matters
including: (i) investment support, e.g., joint project
selection and financial support of at least US$1 bil-
lion within 6 months for projects located in either
party; (ii) a “standards based system in which those
who adopt the standards can trade freely and within
a pricing framework including price floors or sim-
ilar measures,” to protect domestic markets from
non-market policies and unfair trade practices; and
(iii) tools to review and deter relevant asset sales on
national security grounds.?®

Then, on 28 October 2025, Japan and the Unit-
ed States announced the “Japan-US Framework
for Securing Supply of Critical Minerals and Rare
Earths through Mining and Processing.”?* While
it largely mirrors the Australian agreement, there
are some differences in the paragraph concerning
“price/pricing mechanisms.” Specifically, (i) the
“standards based system” in the Australian agree-

ment is replaced with “high-standard marketplaces
that reflect the real costs of responsible extraction,
processing and trade of critical minerals and rare
earths” in the Japanese agreement, and (ii) a “pric-
ing framework including price floors” in the Austra-
lian agreement is replaced with “pricing measures to
support alternative projects and such high-standard
markets, in line with their respective policy tools” in
the Japanese agreement. Arguably, this could sim-
ply mean that the Japanese agreement elaborated
on concepts used in the preceding Australian agree-
ment.

Although these new agreements are bilateral with
the United States, both explicitly state that the par-
ties will work with other international partners,
who are very likely to include Japan and Australia,
respectively. Therefore, these new agreements may
indicate a forthcoming multilateral framework in-
volving all three countries.

Mini/multi-Lateral cooperation
initiatives

There are several mini/multilateral initiatives fo-
cused on critical minerals involving Japan and/or
Australia, with varying levels of ambition. For ex-
ample, in July 2025, the Quadrilateral Security Di-
alogue (Quad), comprising Australia, India, Japan
and the United States, announced the “Quad Criti-
cal Minerals Initiative,”?° although little has been
published so far. Meanwhile, in November 2023,
members of the Indo-Pacific Economic Framework
for Prosperity (IPEF) announced the IPEF Supply
Chain Agreement.?® This highly institutionalised
framework establishes bodies such as the Supply
Chain Council, the Supply Chain Crisis Response
Network and the Labor Rights Advisory Board.?®
These bodies may theoretically enable systematic
and prompt cooperative action in response to actual
supply chain disruptions. Notably, in October 2025,
IPEF members conducted a supply chain crisis ex-
ercise focused on critical minerals under the Crisis
Response Network,?s® while it was reported that the
United States did not participate.?*

Furthermore, in June 2025, the G7 agreed on the
‘Critical Minerals Action Plan.’ This plan has three
pillars: (i) building standards-based markets, (ii)
mobilising capital and investing in partnerships,
and (iii) promoting innovation.?> Under pillar one,
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in October 2025, the G7 published the “Roadmap
to Promote Standards-based Markets for Critical
Minerals.”?¢ The roadmap clarifies that perfor-
mance-based criteria for a standards-based market
will include, at a minimum, the following: (a) inter-
national labour and human rights standards and lo-
cal consultation, (b) rule-of-law and anti-bribery and
corruption measures, and (c) protections against
negative externalities, including pollution and land
degradation. The roadmap also states that, to reduce
and eventually eliminate dependence on critical
minerals supply chains dominated by non-market
policies and practices, the G7 is committed to using
the tools at their disposal, which may include price
floors, as well as tax, investment policies and trade
measures.”’ Australia endorsed both the Action
Plan and the Roadmap. Price floors were reportedly
discussed again at an expanded G7 ministers meet-
ing in the United States in January 2026. Under pil-
lar two, export credit agencies and development fi-
nance institutions were encouraged to identify more
opportunities for collaboration, while multilateral
development banks were encouraged to make fur-
ther capital available, including through “innova-
tive financing.?® “Lastly, under pillar three, the G7
pledged to intensify collaboration to fill targeted
innovation gaps in critical minerals research and
development (R&D)** etc. No further details of pillar
three were provided in the Plan or the Roadmap.

A similar but more expanded framework was
the Minerals Security Partnership (MSP), which
launched in 2022 and comprised the G7 countries,
Australia, South Korea, India among others.?®°® Giv-
en the overlap in membership and the fact that the
G7 Action Plan specifically states that interested G7
members will support the MSP, matters agreed upon
in the G7 critical minerals initiative are likely to ex-
pand to the MSP. For example, in September 2025,
MSP partners established a finance network for
critical minerals supply chains comprising their ex-
port credit agencies and development banks, in line
with the guidance set out in the G7 Action Plan.?®! At
the Critical Minerals Ministerial in February 2026,
the United States Secretary of State announced the
creation of the Forum on Resource Geostrategic En-
gagement (FORGE) as the successor of MSP.?%? This
reaffirms the United States’ leading role in the rel-
evant frameworks, although limited details about
FORGE have been published to this date.
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As with bilateral initiatives, mini/multilateral coop-
eration has focused on cooperation without market
intervention such as information sharing and the fa-
cilitation of administrative procedures. However, as
geopolitical tensions continue to rise, there has been
a gradual shift towards more concrete cooperation
in terms of the selection of investment projects, the
manner and amount of financial arrangements, the
standards setting and price floors to protect domes-
tic markets from non-market products.

Clearly, these actions and/or measures involve great-
er market intervention. So far, the core objectives of
new initiatives have been to ensure production by
allied countries and to reduce or exclude products
of non-allied countries, reflecting power-based ten-
sions between allies and non-allies. Despite its po-
tential to contribute to long-term stability, there has
been little substantial discussion on rule-making,
except for standards targeted at non-market econo-
mies.

Issues with present World
Trade Organization rules,
and possible solutions

The nation-based solutions examined above include
(i) subsidies (e.g. grants, loans, investments, loan/
investment guarantees) and (ii) measures that may
have restrictive effects on imports from current
chokepoints, e.g. (a) ESG standards and (b) price
floors. Due to their (potential) negative effects on
trade, these types of measures involving market
intervention are subject to multilateral trade rules,
such as the World Trade Organization (WTO) Agree-
ment.

Notwithstanding their evident economic security
value, excessive subsidies or restrictive import mea-
sures can distort the market and heighten the risk
of subsidy wars between states competing for dom-
inance in certain strategic industries, including for
critical minerals and even between allied countries.
Multilateral trade rules have an indispensable value
in preventing (or at least in helping to address) such
problems. For long-term stability, measures taken by
any state to secure critical minerals supply should
be consistent with the rules, or otherwise, the rules
should be updated to allow for legitimate measures.



Subsidies

The WTO Agreement on Subsidies and Counter-
vailing Measures (the Subsidy Agreement) provides
that subsidies are inconsistent with the Agreement
if they cause adverse effects to the interests of oth-
er members, classifying them as “actionable subsi-
dies.”?% Under this rule, subsidies to ensure supply
chain resilience are likely to be WTO-inconsistent,
as they specifically aim to decrease the existing
sources’ share of the global market.?** Considering
the crucial role of subsidies in ensuring the resil-
ience of critical minerals, the scope of WTO-incon-
sistent subsidies needs to be redefined to exclude fi-
nancial support with valid positive spillover effects,
such as a necessary degree of supply chain resilience
for critical minerals. This could be achieved by rede-
fining the elements and requirements for a measure
to be a subsidy (defined as a financial contribution
by a government conferring a benefit to recipients)?
or an actionable subsidy (i.e., a subsidy causing ad-
verse effects to the interests of other members), such
as ‘benefit’ and ‘adverse effects’, or clarifying wheth-
er and how justifications apply to violations of the
Subsidy Agreement. The required analysis may dif-
ferentiate between types of subsidies, i.e. whether
they are for R&D, assistance for an infant industry,
or production enhancement, since the latter has a
more distorting effect.?¢¢

Restrictive or discriminatory
import measures

First, with regard to ESG standards, standards that
have a discriminatory effect on imports can be de
facto illegal, but can also be justified under the gen-
eral exceptions in the WTO rules. The general excep-
tions provide that public morals, human, animal,
plant life or health, and the conservation of natural
resources are policy objectives to be protected (Ar-
ticle XX(a), (b) and (g) of the General Agreement on
Tariffs and Trade 1994 (GATT)). Therefore, the rules
already have a basis allowing for standards-based
ESG considerations. However, measures with re-
strictive or discriminatory aspects that are not suf-
ficiently linked to the alleged objectives will not be
justified. Whether a standard genuinely links to the
protected policy objectives or is a disguised form of
protectionism is a common issue in trade disputes.
States that would likely be excluded from the stan-

dards-based market for critical minerals are likely
to raise this issue. Thus, guidelines on the possible
structure and elements of legitimate ESG standards
in the critical minerals sector will be helpful.

Turning to price floors, the details discussed at the
G7 were unclear. A minimum price guarantee for
products made within the allied countries will be
a subsidy discussed in Section (1) above. However,
when price floors are imposed proactively to exclude
imports below the minimum price at the border, they
constitute an explicit import restriction or discrimi-
nation.?’ A price threshold is difficult to explain un-
der ESG considerations, as its essential objective is
to ensure supply chain resilience directly by proac-
tively reducing the existing dominant imports and/
or stabilising prices so that new projects can operate
commercially.

The problem is that, unlike ESG considerations, the
objective of ensuring supply chain resilience is not
explicitly included in the general exceptions. The
security exception, i.e. Article XXI of the GATT, is
also not suited to address supply chain resilience
measures, and panels in the WTO dispute settle-
ment procedures have rejected the total self-judging
approach of the security exception.?® Accordingly,
subparagraphs (b)(i)-(iii) of the security exception,
which provide for specific circumstances to be cov-
ered, are subject to judicial review and do not pre-
scribe permanent preventive measures, except for
military-relevant transactions and any measure re-
garding nuclear materials.

Nevertheless, the objective of supply chain resil-
ience is undoubtedly valid in today’s unstable global
circumstances. Therefore, the crucial issue is how to
incorporate this objective into WTO law. Whatever
the approach — whether through the interpretation
of the existing general exceptions or security excep-
tion, or the amendment thereof — there must be a
substantial likelihood of supply shortages, and the
potential impact of these shortages must be serious,
for measures taken to ensure supply chain resilience
to be justifiable.?®® In light of the increased use of
measures aimed at ensuring supply chain resilience,
there is a growing need for discussions on potential
updates to the rules.
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How to update
international trade rules:
The role of Japan and Australia

Japan and Australia are expected to begin jointly
discussing practical ideas for elements of rules on
subsidies and standards (including price mecha-
nisms), involving the private sectors of both coun-
tries’ mining, processing and core downstream
industries. For the new rules to strike a sensitive
balance between government intervention and mar-
ket forces, the interested parties at core stages of the
international supply chain should be substantially
involved. Although businesses are generally reluc-
tant to share sensitive information about their sup-
ply chains, the governments’ strong commitment to
creating new rules that would contribute to a more
stable business environment may ease their con-
cerns to some extent.

That said, where and how to hold discussions on the
rules with other states is another issue. Considering
that WTO members adversely affected by other mem-
bers’ initiatives on critical minerals may raise issues,
the WTO, with its periodical discussion forums and
various committees, may be a good place for Japan
and Australia to circulate proposals or non-papers
and try out some ideas with other members. Having
said that, currently, it is extremely difficult to resolve
issues involving significant divergence between
the United States and China within any multilater-
al forum that includes both parties, including the
WTO.?° A practical incremental approach would be
to start with a bilateral or mini-lateral forum, while
making use of the WTO as appropriate, and then ex-

pand the outcome to broader frameworks that do not
include the United States and China. In this regard,
while the Comprehensive and Progressive Agree-
ment for the Indo-Pacific (CPTPP) does not cover the
discussed issues such as subsidies and standards on
critical minerals or supply chain resilience, it may be
an ideal intermediate forum. Taking this approach
may make it more feasible to construct ‘fair’ rules
that would benefit all states in the long term, thereby
encouraging participation.

Inthisregard, Australiaand Japan are ideal partners
for constructing the foundation for the proposed
updates to the rules, taking into account the needs
of supply chain resilience for critical minerals. As
discussed, both countries’ roles are primarily allo-
cated to the ‘upstream’ and ‘downstream’ manufac-
turing sides, meaning that they compete with each
other relatively little. Additionally, they both have
stable financial and political systems and share a
rule-based approach in international forums, which
fosters stable discussions and maintains required
trust. Furthermore, their similar position amidst
the tension between the United States and China
creates certain common interests. While the G7,
among others, is already discussing how to address
China’s non-market practices in the critical miner-
als sector, the two states may also commonly need
consistent and persuasive logic to negotiate with
the United States when it makes excessive requests.
Such persuasive logic would contain elements for
the basis of updated rules. In this era of power-based
negotiations, stable discussions between these two
rule-based powers, seeking long-term bilateral,
mini-lateral and multilateral benefits, have become
increasingly vital.?
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Australia and Japan are ideal partners for
constructing the foundation for the proposed updates
to the rules, taking into account the needs of supply
chain resilience for critical minerals.
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How Japan and Australia can
deepen their collaboration on
critical minerals: Countering
the weaponisation of rare earths

KOTARO ABE

Japan Bank for International Cooperation

Executive summary

® Since the 2020s, the critical minerals sector has become a major arena for China’s economic coercion
against Western countries, particularly the United States.?”? Rare earths stand out because their primary
end products, permanent magnets, are indispensable for high-performance motors and are dual-use, with
growing global demand and limited substitutability. Dependence on China remains high across the value
chain — from mining and refining through to magnet manufacturing — and the relatively small market
size makes price disruption and market control by a dominant player possible. Western countries have
accelerated efforts to build supply chains that do not rely on a single country, yet scalable success stories
remain limited.

® The Lynas rare-earths project — expanded after government agency Japan Organization for Metals and
Energy Security (JOGMEC) and trading house Sojitz joined in 2011 — remains the most prominent Japan-—
Australia example of supply diversification at scale, reducing Japan’s dependence on Chinese rare-earth
imports from 85% (2009) to 58% (2020).2”* Howevetr, replication of this success has proven difficult: rare-
earth markets are small and volatile, cost competitiveness is hard to sustain outside China, and purely
commercial models struggle to attract patient capital without some form of revenue stabilisation, includ-
ing long-term offtake and price support mechanisms.

B To materialise “Lynas 2.0,” Japan and Australia must move beyond principle-based cooperation toward
operational, project-oriented coordination that combines policy tools more effectively. Both countries
have expanded their toolkits in recent years, yet policy priorities differ, and end-user demand is often con-
centrated outside Australia, making alignment on needs, volumes, and prioritisation of certain minerals
(projects) essential. This requires identifying a short list of priority projects, aligning demand (including
through end-user participation) and coordinating financial support to ensure project bankability.
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Key policy recommendations

This report proposes a practical package of institutional, commercial and technological recommendations to
enable a second wave of Japan—Australia projects that can counter weaponised economic dependence.

Institutional

® Japan and Australia should deepen their communications under the existing working group of the 2022
Japan-Australia Critical Minerals Partnership into an operation-oriented dialogue. It should: (i) define
a small set of priority minerals and vulnerable value-chain segments; (ii) identify a short list of priority
projects eligible for coordinated support; (iii) consider inviting end-user companies or resilient portfolio
companies, who can stabilise those identified projects as investors and/or long-term off-takers; and (iv)
align procurement volumes that meaningfully strengthen strategic economic autonomy. Rare-earth coop-
eration should prioritise strengthening capacities for processing and magnet manufacturing and securing
heavy rare-earth supply.

B Australia’s planned Critical Minerals Strategic Reserve (CMSR) can be a meaningful tool, but its design
must reflect the reality that domestic demand is limited; reserve policies should therefore be calibrated
to partner-country needs and credible offtake pathways. Coordination with JOGMEC’s rare-metal stock-
piling should be explored to avoid duplication and to improve collective resilience. It may also become
necessary to establish information-handling protocols based on mutually recognised security clearances,
as a prerequisite for sharing sensitive supply chain vulnerabilities, including stockpile levels.

Commercial

® Japan and Australia should establish joint instruments that reduce revenue uncertainty for priority proj-
ects: pooled or coordinated long-term offtake frameworks, floor-price mechanisms for narrowly defined
strategic volumes, and coordinated debt/equity support through organisations such as JOGMEC and
Export Finance Australia.

® For minerals with larger market sizes, government support alone is fiscally constrained; policy should
therefore incentivise the participation of magnet manufacturers with long-term feedstock demand visi-
bility or portfolio players capable of absorbing commodity risk and embedding critical-minerals exposure
into diversified earnings.

Technological

B Permitting and environmental risks are major drivers of cost overruns and missed windows of opportunity.
It is necessary to continue efforts to streamline approval pathways in Australia for strategically designated
facilities while preserving environmental integrity.

® Japan and Australia should jointly invest in technologies that reduce long-term dependence on China
in critical mineral supply chains: recycling and heavy-rare-earth-saving magnet designs in case of rare
earths.
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Introduction: Weaponised
economic dependence
and critical minerals

The weaponisation of economic interdependence
has become a defining feature of today’s interna-
tional strategic environment. In the United States
Studies Centre’s 2024 report “Economic Security in
a Turbulent World,” then-Australian Treasury Sec-
retary Steven Kennedy observed that a more multi-
polar global order has intensified geostrategic com-
petition and encouraged states to deploy economic
and financial instruments more aggressively in pur-
suit of national interests.?”* Economic coercion now
spans semiconductors, agriculture, energy, finance,
and critical minerals. China’s recent actions have
underscored how critical minerals — indispensable
for defence, energy and automotive industries —
can be leveraged as instruments of coercion. In April
2025, China’s Ministry of Commerce imposed export
restrictions on seven rare earth elements and mag-
nets for dual-use purposes in response to US tariff
increases on Chinese products.?”” This move forms
part of a systematic approach grounded in institu-
tional frameworks, including the 2020 Export Con-
trol Law, enabling rapid and selective export con-
trols under national-security justifications.?”® Such
is China’s leverage over these supply lines — and
such is their importance to the United States — that
Beijing’s actions reportedly contributed to US deci-
sions to ease certain elements of semiconductor ex-
port controls in July 2025.%”7

The weaponisation of interdependence is not new. In
his 2023 paper “Collective Resilience: Deterring Chi-
na’s Weaponization of Economic Interdependence,”
Victor Cha depicted how China had leveraged eco-
nomic dependence to achieve political objectives
since at least the 2010s, including coercive actions
against US allies such as Australia and Japan.?’® For
Japan, the suspension of Chinese rare-earth exports
during the 2010 Senkaku Islands crisis served as
a particular wake-up call, culminating in a coop-
erative project among the Japan Organization for
Metals and Energy Security (JOGMEC), Japanese
trading house Sojitz, and Australia’s Lynas Rare
Earths. The project is internationally recognised as
a “friend-shoring” case that successfully built an al-
ternative supply chain outside of China.

Yet despite Lynas’s success, Japan and Australia
have not generated a sustained pipeline of new joint

rare-earth projects or equivalent mechanisms nec-
essary to deter coercion. China’s continued domi-
nance across rare-earth value chains and its wea-
ponisation including new controls on the export of
dual-use rare-earth materials to Japan, introduced
in January 2026, should prompt deeper bilateral co-
ordination.?”” This report assesses current market
conditions and China’s advantages in the critical
mineral market, discusses lessons from the Lynas
case, and explores recent Japan-Australia rare earth
policy initiatives, before examining how concrete
cooperation beyond Lynas can be realised through
a range of institutional, commercial and technolog-
ical pathways.

China’s advantages in
critical mineral markets

Victor Cha characterises China’s coercion as mea-
sures such as sudden trade stoppages, tourism re-
strictions, consumer boycotts, export embargoes,
and non-tariff barriers — generally aimed at politi-
cal rather than economic goals. He argues that tar-
geted countries can coordinate with like-minded
partners to identify goods that can serve as deter-
rent leverage when those goods have strategic value
and low substitutability for China.?®° As the United
States increasingly uses tariffs and embargoes as
tools of coercive economic statecraft, China appears
to have identified its own source of leverage over the
United States: rare earths. The strategic value of rare
earths stems from their use as permanent magnets
in high-performance motors and dual-use systems.
Supply concentration is severe across stages: mining
and refining are concentrated in China (see Figure
2 and 3),%®! and magnet manufacturing is similarly
dominated by Chinese firms.2?

Even setting aside direct interventions — export
controls or subsidy-enabled price suppression —
China benefits from a structural advantage: its abil-
ity to operate the entire value chain domestically
from mining and refining through to magnet man-
ufacturing. Combined with lower labour and energy
costs and lower environmental compliance require-
ments, this integrated structure gives Chinese firms
a pronounced edge in total magnet-production cost
competitiveness. This structural edge is particularly
consequential because rare-earth markets are small
and easily affected by adominant player’s behaviour
(see Figure 4).2%
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Figure 2.

Geographical concentration of mining phase of critical minerals

Mining of critical minerals is set to become more concentrated for copper, nickel and cobalt while more
diversified for lithium, graphite and rare earth elements
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Notes: Graphite extraction is for natural flake graphite. The figures for rare earth elements are for magnet rare earth elements only. The figure
depicts the value of the top three producing countries in a given year. Source: IEA

Figure 3.

Geographical concentration of refining phase of critical minerals
Refined material production is also set to remain highly concentrated in a few countries
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Notes: The figures for graphite are based on battery-grade including spherical graphite and synthetic graphite. The figures for rare earth ele-
ments are for magnet rare earth elements only. The figure depicts the value of the top three producing countries in a given year. Source: IEA
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Figure 4.

Demand market size of critical minerals (rare earths: 90kt in 2024)

Global critical minerals demand in the STEPS
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Notes: STEPS = Stated Policies Scenario; Mt = million tonnes; kt = million tonnes; APS = Announced Pledges Scenario; NZE = Net Zero Emis-

sions by 2050 Scenario. The figures for copper are based on refined copper (excluding direct-use scrap). Those for rare earth elements are for

magnet rare earth elements only. Growth rates (in blue) are between 2024 and 2040. Source: I[EA

China has also constructed a sophisticated ex-
port-control regime to reinforce these advantages.
The 2020 Export Control Law created a broad legal
basis for controls on dual-use items. Subsequent
years saw expanded controls affecting minerals in-
cluding rare earths and technologies linked to pro-
cessing.?®* These measures should be understood
as an effort to sharpen China’s ability to calibrate
access to critical goods — especially where small
market size amplifies price and supply shocks. Be-
cause of these dynamics, purely commercial ap-
proaches are exceptionally difficult in rare earths.
The next section therefore turns to the Lynas case,
where strong Japanese government and policy sup-
port helped mitigate dependence on China.

Case study:
Lynas Rare-Earths Project

The 2010 Senkaku Islands Crisis:
A wake-up call for Japan

Like the United States, Japan has first-hand ex-
perience with China’s weaponisation of the rare
earths supply chain. Following the detention of
a Chinese fishing-boat captain near the Senkaku
Islands in 2010, China suspended rare-earth ex-
ports to Japan, producing immediate downstream
impacts?s highlighting Japan’s structural depen-
dence on rare earths supply from China. Japan’s
response combined short-term resilience as well as
long-term diversification and reduction of use. It
reviewed stockpiling approaches, pursued supply
diversification through alternative supply chains,
and invested in R&D to reduce rare-earth intensity
in magnets and to strengthen domestic?® capabil-
ities. Viewed through the weaponised interdepen-
dence lens, the crisis showed China’s willingness to
use strategic supply chain choke points for geopo-
litical leverage. However, it also served as a catalyst
for Australia-Japan cooperation through the Lynas
Project.
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Figure 5.
Lynas-JOGMEC-Sojitz arrangement
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History, structure and characteristics
of the Lynas Project

In basic terms, the Lynas project is best understood
as a policy-enabled supply-chain diversification ef-
fort. Japan’s state-backed risk capital acted as the
early catalyst, while Australia’s federal industrial
policy became more visible later in 2020s.

In 2011, JOGMEC and Sojitz established a joint
venture to provide patient capital and risk ab-
sorption that would have been difficult to sustain
commercially given price volatility and cash-flow
uncertainty. The financing structure combined
equity, loans and long-term offtake commitments
to secure stability of the project, and it embedded
priority-supply principles extending through 2038
to prioritise Japanese customers under competing
demand conditions (see diagram below)*’ at the
Lynas Advanced Materials Plant (LAMP) in Malay-
sia.2s8

From the early 2020s, the Australian Government
increased its downstream focus. Under the Modern
Manufacturing Initiative, Lynas received two sep-
arate grants to support the expansion of domestic
processing capability.?®° This helped advance a sec-
ond processing node in Kalgoorlie, Western Austra-
lia, intended to strengthen logistics and resilience
by taking on part of LAMP’s cracking and leaching
functions and providing storage for the resulting
mixed rare earth carbonate (MREC). The facility
delivered its first production of mixed rare-earth
carbonate in 2024, marking tangible progress to-
ward greater onshore processing.?*°

A Free and Open Indo-Pacific for Japan and Australia

Japan’s policy role also evolved from initial diver-
sification to deeper midstream resilience, particu-
larly for heavy rare earths. Neodymium magnets
require heavy rare earths such as dysprosium and
terbium to improve heat resistance, yet their pro-
duction is currently entirely concentrated in Chi-
na.?! Finally, Lynas has become part of a broader
allied industrial-base agenda. In August 2023,
Lynas signed a follow-on contract with the US De-
partment of Defense (DoD)?*? for a heavy rare-earth
processing facility in the United States.?** Subse-
quent cost overruns and permitting delays illus-
trate building non-Chinese capacity is not only a
financing challenge, but also a regulatory, envi-
ronmental, and execution challenge.?* Amid the
challenges of localising operations, in March 2026,
DoD signed a binding letter of intent with Lynas for
a four-year offtake agreement covering both light
and heavy rare earths.?s

Key takeaways from Lynas

The Lynas case highlights several strengths of
friend-shoring projects. Firstly, the project con-
tributed materially to supply diversification by re-
ducing Japan’s dependence on Chinese rare-earth
imports from 85% (2009) to 58% (2020)*¢ It also
demonstrated the importance and possibility of
sustained political support across multiple project
phases: Japan’s early risk capital and demand an-
choring, Australia’s expansion-phase grants, and
the US defence-driven push for heavy rare-earth
processing all contributed to the viability of the
project. At the same time, Lynas also demonstrat-



ed that single commodity models come with struc-
tural vulnerabilities. Rare-earth markets are small
and highly sensitive to supply shocks and strategic
pricing by a dominant player. As a rare-earth pure
play company.?®” The implication is clear: replica-
tion isunlikely unless paired with mechanisms that
stabilise cash flow — long-term offtake, floor-price
structures for strategic volumes under sustained
political support and/or involvement of magnet
manufacturers with long-term feedstock demand
visibility or portfolio players capable of absorbing
commodity risk and embedding critical-minerals
exposure into diversified earnings.

Recent policy initiatives
by Japan and Australia

The Lynas case succeeded in mitigating China’s
influence over Japan’s rare earth supply chain
through diversification, but it has not generated a
broader pipeline for similar joint projects. Since the
2020s, Australia’s federal involvement has become
more visible, and both countries’ policy toolkits
have expanded amid heightened risk. As a founda-
tion for examining pathways to strengthen Japan-
Australia cooperation going forward, this section
reviews differences in policy priorities between the
two countries and outlines their latest policy devel-
opments.

As a resource-poor importer, Japan has prioritised
securing minerals and processed inputs needed
for competitive manufacturing across autos, semi-
conductors and electronics. Japan enacted the
Economic Security Promotion Act (ESPA) in 2022
as a comprehensive legal framework, with one of
its four pillars focusing on ensuring a stable sup-
ply of Specified Critical®*® to Japan. The Japanese
Government has designated 12 SCPs, and for each
product, the presiding ministry is required to for-
mulate an action plan or policies?®® on initiatives
for ensuring a stable supply.” ‘Critical minerals’
and ‘permanent magnets’ are both designated as
SCPs, with METI serving as the competent author-
ity. The Action Plan for Critical Minerals places a
high priority on3®® of JOGMEC applicable across
exploration, demonstration, mining and refin-
ing.?°* The policy aims to expand risk-money tools
and to translate security objectives into actionable
support for projects and technologies. On the other
hand, the Action Plan for Permanent Magnets has

also underscored end-product-focused initiatives
— capacity expansion, recycling of rare-earth feed-
stock from end-of-life magnets and high-efficien-
cy technologies — through projects®®? (NEDO).
Apart from ESPA, JOGMEC’s rare-metal stockpil-
ing regime was revise35 — an orientation consis-
tent with countering coercion.3%?

Australia, by contrast, is a resource-rich exporter
seeking to capture demand while moving up the
value chain and diversifying a resource-anchored
economy. Its Critical Minerals Strategy 2023-2030
emphasises strengthening the domestic value
chain from mining through processing, reducing
dependence on China, and expanding cooperation
with trusted partners.’** Financing capacity has
expanded through the Critical Minerals Facility
under Export Finance Australia (EFA)’s National
Interest Account.?% In parallel, Australia has an-
nounced plans for a Critical Minerals Strategic
Reserve intended to provide long-term offtake
support, selective stockpiling, and supply to part-
ner countries, backed by initial budget alloca-
tions39$1.2 billion.3°¢ Another important effort by
the Australian Government is the ongoing reform
of its environmental approval regime. The reforms
are anticipated to streamline duplicated assess-
ments between the federal and state governments
and thereby improve regulatory efficiency.3"

Importantly, Australia and Japan are increasingly
looking to one another to solve their respective crit-
ical minerals challenges. The two countries signed
the Japan-Australia Critical Minerals Partnership
in 2022, and they have a “corresponding Critical
Minerals Working Group” under the framework.3°
However, work remains to turn intent into action.
While Paragraph 2 of the Partnership document
articulates an intent to “explore co-financing” and
“catalyze private investment,” the arrangement
remains general and lacks mechanisms to identi-
fy priority projects or embed incentives sufficient
to mobilise private actors at scale.’*® This con-
trasts with more specific language found in US-al-
lied frameworks announced in October 2025: the
US-Australia framework and a similar Japan-US
frameworks for critical minerals collaboration in-
troduced project-oriented financial support lan-
guage and, in the US-Australia case, quantified
mobilisation commitments.’® Both Japan and
Australia are therefore expanding policy tools to
mitigate China’s influence through stockpiling
and risk-money support, with growing emphasis
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on processing. Yet mineral-specific realities differ:
the criticality of outputs, market size, and depen-
dence at each supply-chain stage vary across min-
erals and national circumstances. More frequent
bilateral coordination to align priorities, identify
jointly supportable projects, and incorporate both
supply-side and demand-side needs will therefore
be essential if the two countries are to produce a
‘Lynas 2.0’

Recommendations

Institutional

Japan and Australia should regularly hold oper-
ation-oriented dialogue in the existing working
group under the 2022 Japan-Australia Critical
Minerals Partnership. The dialogue should: (i) de-
fine a small set of priority minerals and value-chain
segments that are highly vulnerable to economic
coercion; (ii) identify a short list of priority projects
eligible for coordinated support; (iii) consider invit-
ing end-user companies (e.g. permanent magnet
manufacturers) or resilient portfolio companies,

who can stabilise those potential projects as in-
vestors and/or long term off-takers; and (iv) align
procurement volumes that meaningfully strength-
en strategic economic autonomy, rather than frag-
menting support across too many initiatives. For
rare earths, priority should explicitly incorporate
heavy rare earths in terms of product as well as
processing and magnet-manufacturing in terms
of value chain, reflecting end-user requirements.
Given that demand information and supply-chain
vulnerabilities are sensitive, the dialogue should
adopt strict information governance rules — limit-
ed access, secure handling, and designated cleared
personnel — so that candid vulnerability assess-
ments and procurement alignment can occur with-
out undermining commercial competitiveness or
exposing security risks. The two countries should
also coordinate on stockpiling. To the furthest ex-
tent possible, Australia’s planned strategic reserve
should take into account the demand of like-mind-
ed partner countries like Japan as well as JOGMEC
stockpiling, so that they should function as com-
plementary instruments, with a clear division of
roles (shock absorption, revenue stabilisation or
allied supply assurance).

Lynas Rare Earths Plant in Kalgoorlie. Source: Getty
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Commercial

For rare earths and other minerals with small and
volatile markets, the key barrier is stable revenue.
Japan and Australia should therefore treat cash-
flow stabilisation as a central instrument for future
projects, including coordinated long-term offtake
frameworks, floor price for limited strategic vol-
umes and/or synchronised debt/equity support
through JOGMEC and EFA, possibly joined by JBIC
to further scale up financing in the commercialised
phase. These tools should be conditional on perfor-
mance and milestones to manage fiscal exposure.
Where market size is larger, governmental support
alone is fiscally constrained: policy should there-
fore incentivise the participation of end-user com-
panies with long-term feedstock demand visibility
or portfolio players capable of absorbing commod-
ity risk and embedding critical minerals exposure
into diversified earnings. Defence-related demand
aggregation should be actively explored among
close strategic partners: even if national defence
demand is small in each country, pooled allied de-
mand could support stable offtake for a certain pe-
riod and improve project bankability.

Technological

Technological cooperation should focus on off-
setting or minimising choke points that underpin
China’s present leverage over the rare earths sup-
ply chain. Processing and magnet manufacturing,
and technologies that can lower the cost of recy-
cling and more efficient magnet designs should be
prioritised. Permitting and environmental com-
pliance reforms must also be treated as a strategic
execution risk. Streamlined approval processes for
designated strategic facilities that account for high
environmental standards can reduce cost overruns
and missed opportunities. For rare-earth projects,
low-radioactivity feedstock and robust waste-man-
agement systems should be prioritised as design
criteria, because social license and environmental
approval are often decisive bottlenecks in getting
projects off the ground.

Conclusion

China’s post-2023 tightening of export controls has
pushed critical minerals to the front line of econom-
ic security. Beyond dominance in midstream pro-
cessing, China is enhancing its capacity to calibrate
supply through systematic export-control tools. For
Japan, the 2010 Senkaku Islands crisis served as a
wake-up call, and the Lynas project with Australia
became a flagship example for friend-shoring. Yet
the lack of follow-on projects that have successfully
commenced production after Lynas indicates that
structural, institutional, and commercial chal-
lenges remain. This report has argued that gener-
ating ‘Lynas 2.0’ requires an integrated approach:
commercial mechanisms that stabilise cash flow;
institutional structures that align priorities, infor-
mation, and financing; and technological coopera-
tion that reduces dependency at choke points and
lowers long-term intervention needs. Continuity
across upstream, midstream, and downstream
must be treated as a design principle to avoid new
choke points.

Japan and Australia now have an opportunity to
leverage complementarity and political alignment
to produce a second and third wave of projects be-
yond Lynas. The 50th anniversary of signing basic
Treaty of Friendship and Co-operation between
Australia and Japan in 2026 will offer added po-
litical momentum, that could help align budgets
and incentives focusing on joint stockpiling mech-
anism or concrete projects such as processing-ori-
ented rare earths projects tied to magnet supply.
Ultimately, a non-China critical-minerals supply
chain cannot be built by a single project or a sin-
gle country acting alone. Long-term cooperation
between Japan and Australia, involving the United
States and other like-minded partners where pos-
sible, is indispensable to reshape interdependence
into a controllable structure and to support stabili-
ty in the international order.
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Building regional space resilience:
Australia-Japan engagement
in defence space

DR TRISTAN MOSS

THE UNIVERSITY OF NEW SOUTH WALES, CANBERRA

Executive summary

For Australia and Japan, defence space cooperation is a strategic necessity rather than a choice: neither
country can generate resilient space effects alone, yet together they offer complementary strengths in capa-
bility, geography and access. Japan brings mature space capabilities and industrial capacity, while Australia
provides strategic depth, favourable geography, and growing strengths in ground infrastructure and space
domain awareness. Although cooperation has expanded, it remains largely additive and episodic, falling
short of shaping shared, resilient space architectures. This brief argues that Australia and Japan should
move toward more integrated, complementary defence space cooperation to build resilience, share costs, and
strengthen deterrence within a broader alliance and partnership framework.

Recommendations

® Australia and Japan should move beyond dialogue and exercises to work more closely in space, particularly
in space domain awareness.

B Both countries should explore how to address gaps in the space workforce through exchanges and training
and begin to align industry investment in the service of resiliency in space.

® Australia and Japan should use their bilateral cooperation as a foundation for engagement with other
capable partners to distribute risk, infrastructure and analytic burden. This would strengthen regional
resilience while reducing over-reliance on US-led frameworks.
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Introduction

Space is no longer a peripheral enabler but is now
a foundational element of modern military pow-
er. Space has become crucial for national security,
ranked alongside the air, land, sea and cyber do-
mains in importance. It is, therefore, an essential
part of any strong defence relationship. For Japan
and Australia, cooperation in space reflects both
strategic necessity and opportunity: neither can
act alone, but together they can enhance resilience,
deterrence and alliance cohesion. Yet, as the space
domain is a relative newcomer to the strategic think-
ing of all but superpowers, and as the Australia-Ja-
pan special strategic partnership continues to break
new ground, there is work to be done on how the two
countries frame their thinking on this element of
their collaboration. What is certain, however, is that
in an increasingly contested domain, space cooper-
ation is now a critical feature of their evolving secu-
rity relationship, which both countries should seek
to grow.

For Japan and Australia,
cooperation in space reflects
both strategic necessity and
opportunity: neither can act
alone, but together they can
enhance resilience, deterrence
and alliance cohesion.
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There are real benefits to doing so. While not yet a
domain in which a conflict might be fought and
won, space is a vital glue that supports action in all
other domains. It is a source of intelligence, commu-
nications, Earth observation data, and position and
navigation information without which modern mil-
itaries cannot operate. It has followed, then, that as
these areas become more important for major pow-
ers, so too has the ability to understand or disrupt
an adversary’s own capabilities, leading to an ex-
pansion in the range of space activities each nation
might seek to undertake to include capabilities that
enable offensive options.

Yet, while valuable, space is expensive and techni-
cally complex. With competing priorities, all but
the largest space nations must collaborate with
others to achieve security ends in space, not only in
acquiring expensive technology, but also in devel-
oping the resource-intensive industry and highly
trained space workforce to support this technology.
Thus, unlike the sea or land domains, the ‘geog-
raphy’ of space makes it a truly global endeavour,
meaning these assets are spread across, or around,
the globe. While space assets are expensive, they
are also vulnerable. Resilience, as the capacity to
maintain critical space-enabled military functions
despite disruption, interference or attack, is there-
fore vitally important in achieving security ends in
space. Rather than relying on invulnerable systems,
resilience is generated through redundancy. This
is achieved through geographic dispersion of infra-
structure, close integration with partners, a breadth
of approaches to space technology, and the ability to
operate through or rapidly recover from the loss of
individual space assets. That, too, comes from hav-
ing many partners, bringing their own capabilities
to the table.

The cost and complexity of space points natural-
ly toward closer Australia—Japan cooperation in
defence space. Japan brings advanced space capa-
bilities but operates from a geographically concen-
trated base, while Australia offers strategic depth in
its favourable geography and growing strengths in
ground infrastructure and space domain awareness.
As atechnologically advanced nation, Australia also
has potential for further growth in space to meet
resilience needs, albeit from a far smaller base com-
pared with Japan. By working with partners, the two
countries can mitigate cost, vulnerability and resil-
ience challenges that neither can effectively address
alone.



Australia-Japan convergence

The rapidly growing defence relationship between
the two nations enables this turn to each other in
the space domain. Australia’s 2024 National De-
fence Strategy emphasises the centrality of regional
partnerships, with Japan as a key partner.’! For its
part, the Japanese National Security Strategy out-
lined how Japan will seek to strengthen ties with
countries like Australia, specifically, using preex-
isting frameworks such as the trilateral relationship
with the United States.?? The two countries differ in
space capacity, with Japan’s far greater than Aus-
tralia, but their strategic outlooks, their partnership
with the United States and their desire to integrate
space into their own defence forces and in their de-
fence relationships together offer a foundational
commonality.

While Australia has along history of space activities,
it has always had a far smaller base of space devel-
opment and manufacturing. Aside from Australia’s
economic size relative to Japan, this has also re-
flected the deep reliance on access to space through
the United States. The US-Australia partnership is
a long one, beginning with the opening of the first
American tracking stations on Australian soil in
the 1950s.31% Australia enjoys access to United States
space systems, such as communications and posi-
tion, navigation and timing (PNT) and, crucially,
receives space-based intelligence as part of its place
in the Five Eyes network. While for much of its space
history Australia has sought simply to leverage its
geography for other defence benefits — such as ac-
cess to intelligence — in the past two decades, the
prominence afforded space within national security
documents has grown with each new foundational
document of the last two decades. By 2024, the Na-
tional Defence Strategy held that space was “equal-
ly important” to other domains.?* Practically, this
shift has seen the creation of an Australian Space
Command, and the expansion of Australia’s capabil-
ity in space domain awareness, intelligence, surveil-
lance and reconnaissance (ISR) and counterspace
capabilities.3'

The 2022 Defence Space Strategy marked the first
such document released in Australia and laid out
five lines of effort: space access, delivering military
effects through space, increasing the understanding
of the criticality of space, advancing sovereign capa-
bility, and evolving the Defence Space enterprise.3©

The strategy, like Australia’s approach to space more
broadly, remains a work in progress, reflecting both
the Australian Defence Force’s (ADF) continued reli-
ance on space primarily as an enabling domain and
the significant capability, workforce and institution-
al development required for Australia to generate re-
silient space effects in its own right. Defence’s 2025
space domain concept, as yet unreleased, has sub-
stantially built on this foundation.?” Titled ‘Selene’,
this concept lays out nine mission areas, which were
summarised as the ADF seeking “space advantage
to enable freedom of action by temporally assuring
access and disrupting or denying an adversary use
of the space domain, as required.”®

Crucially, Selene makes clear that Australia does
not have the capacity to build resiliency on its own.
Brigadier Chris Gardiner, the Australian Space and
Cyber Attaché in Washington, DC, explained that
an underlying tenet of Selene was that it is “as com-
mercial as possible, as military as required.”?® At
the same time, all space effort should be “allied by
design and as Australian as needed.”3?° Partnerships
and cooperation are therefore central to Australia’s
ability to effectively use space capabilities to ensure
its security.?” At the national level, however, the de-
velopment of the space sector is still limited by the
absence of a whole-of-government space strategy
bringing together civilian and military space. This
is despite the creation of the Australian Space Agen-
cy in 2018. The result is that Australia’s approach to
space at a national level has been relatively uncoor-
dinated and focused on industry alone.???

Among Australia’s partners, Japan stands out as
the most credible collaborator in defence space:
technologically advanced, strategically aligned and
already embedded in allied space architectures. In
the words of political scientist Saadia Pekkanen, “Ja-
pan is a formidable military space power.”??? Indeed,
Japan is fast becoming Australia’s partner of choice
in space after the United States. While Japan’s ap-
proach to military space was traditionally dominat-
ed by the limits it had placed on defence spending
and action, in the last two decades, it has substan-
tially expanded its defence space capabilities. This
has reflected a broader shift away from pacifism to
a more robust investment in the country’s securi-
ty.®24 The 2018 National Defence Program Guidelines
(NDPG) placed new domains — space, cyberspace
and the electromagnetic spectrum — alongside tra-
ditional domains and committed to strengthening
Japanese capabilities in these new areas. For the
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The Japan Aerospace Exploration Agency Hayabusa-2 probe’s sample is seen from Coober Pedy in South Australia dropping to
earth after gathering material from an asteroid some 300 million kilometres from Earth, December 2020. Source: Getty

first time, the NDPG presented space as a domain for
both defensive and offensive action, acknowledging
Japanese development of counterspace capabili-
ties.’® Since then, Japan has continued in its growth
of space capability, and has more than doubled its
investments in civil and national security space in
the last five years.’? It currently boasts a range of
capabilities, including space situational awareness
assets, defence communications satellites and most
likely counterspace technologies, although these are
not discussed publicly.’?” The 2025 Space Domain
Defence Guidelines lay out four priorities for space
growth from here, focusing on battlespace aware-
ness, satellite communications, mission assurance,
and resilience and counterspace.’?® These themes
align with Australia’s own priorities.

The similar integration of space in the two nations
and the growing convergence of strategic interests
have driven greater Japan—Australia cooperation in
space over the past decade. The 2022 Australia-Ja-
pan Joint Declaration on Security Cooperation, for
instance, saw the two nations specifically commit
to enhancing cooperation in the space domain.??
The Japan-Australia Reciprocal Access Agreement
(RAA), which allows for easier information sharing
and cooperation in cyberspace and defence tech-
nology, also smooths the way for cooperation in
space.? At the 2+2 Dialogue in September 2025, Ja-
pan and Australia committed to continuing these ef-
forts, mentioning both dialogue on space specifical-
ly and unit-level exchanges.®* On the ground, Japan
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and Australia have worked alongside each other in
a range of exercises that include the space domain.
Exercise Pitch Black 2024, for instance, saw the two
countries work with others in space domain aware-
ness.?? In the civilian sphere, Australia has played
host to the return of the Japanese Space Agency’s
(JAXA) Hayabusa 2 capsule and has committed to
providing landing sites for future missions.** Aus-
tralia’s nascent space industry has also explored
partnerships with Japan’s established space sector
in the form of MOUs.** Given the inherently du-
al-use nature of space technology and the small size
of Australia’s space industry, growth in the civilian
side of space has the potential to affect the indige-
nous production of defence space technology.

However, despite this clear convergence in strategic
outlook and a growing record of cooperation, Aus-
tralia-Japan defence space engagement remains
limited in scope and ambition. Existing cooperation
has been largely additive rather than complemen-
tary, focused on dialogue, episodic exercises and
parallel participation in US-led frameworks rather
than on the deliberate shaping of shared space ca-
pabilities or architectures. As a result, Australia has
yet to meaningfully offset its structural constraints
in space, including limited sovereign capability and
heavy reliance on allies, while Japan has not fully
leveraged cooperation with Australia as a source
of strategic depth, geographic dispersion and resil-
ience beyond the Japanese archipelago.3?®



Recommendations
for Australia and Japan

Australia and Japan’s future defence space cooper-
ation should focus on two broad elements, pursued
through four lines of effort. First, both should focus
collaborative efforts on building shared resilience
in the space domain. Second, the pair should seek
to grow the depth of both countries’ defence space
capabilities. This is particularly important for Aus-
tralia, as a nation with a smaller space sector but the
potential for significant growth and contribution to
shared and combined capability.

First, the strengthening of information sharing on
and from space is a force multiplier for both coun-
tries. This is particularly the case when it comes to
deterrence, as seeing something and understand-
ing it is the first step to hitting it. Here, Australia’s
strengths in space domain awareness are something
that can be leveraged for both partners, as can its
favourable geography. Australia has the potential to
host Japanese space domain awareness capabilities,
something it already does with other partners, such
as the Deep Space Advanced Radar Capability, a
joint project with the United States and United King-
dom.3%* Similarly, as space forms one vital part of the
intelligence pipeline, particularly in early warning
and ISR, Australia’s experience and capability in
intelligence analysis can add to the effectiveness of
both countries’ space domain awareness and ISR ca-
pabilities, if challenges in sharing information can
be overcome.?¥’

Secondly, the two countries should seek to build
pathways for cooperation in growing the capabilities
of both countries’ space ecosystems, particularly in
space workforce (both civilian and military) and
industrial depth. Initiatives such as the Combined
Space Operations initiative, led by the United States,
are testament to even the world’s pre-eminent space
power seeking to build resilience through coopera-
tive training and planning.3*® These are particular
issues for Australia, which has a small space sector
that, while growing, is hampered by the availability
of sufficiently trained people. In the Australian De-
partment of Defence, workforce issues are consid-
ered significantly sufficient to warrant significant ef-
fort by Australia’s Space Command.3*° Similarly, the
NDPG emphasises the development of the “human
resource base” to improve resilience.34° Cooperation

and exchanges between defence forces, education
and partnerships with academia all serve to build
not only the technical skill needed for space, but also
a broader understanding of what is still quite a new
domain in defence and national thinking.

Third, there is opportunity to coordinate each
country’s space industry through ensuring either
that they do not duplicate effort or, if they do, this
is in service of greater redundancy and resilience in
space capabilities. Australia’s former ambassador
to Japan, Justin Hayhurst, made this clear in late
2023 when he emphasised the need for “innovative,
cost-effective solutions that maximise opportuni-
ties for industry participation — and grow a strong,
sustainable, and secure defence industry.”* With
both countries seeking to build resilience in space,
broadening the type, source and use of space tech-
nology, whether whole satellites or individual pieces
of space systems, is a vital step. For Australia, this
is a long-term project and, crucially, the country
should develop a whole-of-government space policy
that aligns long-term capability and investment pri-
orities with its regional strategic objectives, includ-
ing defence space cooperation with Japan, while
providing the policy stability and clarity industry
requires to invest with confidence.

Finally, Australia and Japan should pursue defence
space cooperation not only bilaterally but also with
other partners. This approach offers clear advantag-
es in space by improving resilience through the dis-
tribution of sensors, ground infrastructure and an-
alytic capacity, while reducing duplication through
complementary capability development. This is
something that is already being done with the Unit-
ed States, at that country’s behest. Effort should be
made to expand this to other countries, too. South
Korea is a logical partner given its advanced space
and missile-warning capabilities, shared threat
perceptions and growing role in regional security,
making it a natural extension of Australia-Japan
cooperation rather than an additional layer for its
own sake. Such arrangements would build on, rath-
er than compete with, each country’s deep space
relationship with the United States, using alliance
frameworks to enhance collective resilience in a
contested domain.
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Looking forward

The enthusiasm with which both Japan and Austra-
lia are pursuing growth in their defence relationship
will ensure that space, as one of many domains in
which the two nations are cooperating, will also con-
tinue to grow as a site of engagement. Nonetheless,
there are a number of challenges the two nations will
need to negotiate, which will dictate the scope and
pace of defence space cooperation.

Recent Australian government interest in space has
been uneven. This is a product of both legitimate
constraints on funding and a general disinterest in
space.’*? While Australia might relatively easily em-
bed personnel in a foreign headquarters or conduct
bilateral training, shifting Australia’s space policy
settings to refocus on areas of complementarity is
far more difficult. Given that Australia does not have
a whole-of-government space policy, it is unlikely
that this will occur in the short term. Nonetheless,
this deep level of commitment — in space and in
other areas of defence — is one that allows Australia
to offer its allies something more than its geography
and pre-existing assets and people when it comes to
space.

Areflexive turn to the United States also represents a
hurdle to deeper Australia—Japan defence space co-
operation. For both Australia and Japan, the United
States remains the most important defence partner,
and access to US space systems, assets and organi-
sations is currently indispensable. Yet decades of
reliance on US-led frameworks have made this ori-
entation almost automatic, often limiting the in-
centive to develop bilateral or regional alternatives
that could enhance resilience and complement the
alliance rather than compete with it. This tendency
is reinforced by the relative lack of scholarship and
policy commentary on the Australia-Japan defence
relationship — and on defence space cooperation in
particular — which constrains how both countries
conceptualise space cooperation beyond that fo-
cused on the United States.343

Defence space cooperation has emerged as one of
the most consequential — and underdeveloped —
elements of the Australia—Japan security relation-
ship. Neither Australia nor Japan can achieve resil-
ient space effects alone, but together they possess
complementary strengths that materially enhance
deterrence, resilience and strategic autonomy. Mov-
ing beyond episodic engagement toward integrated
and complementary cooperation would allow both
countries to better manage risk, share burdens and
strengthen their broader alliance posture alongside
the United States. In this sense, defence space is not
aniche add-on to the bilateral relationship, but a de-
fining test of how Australia and Japan adapt their
partnership to the realities of contemporary securi-
ty competition.
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Neither Australia nor Japan can achieve resilient
space effects alone, but together they possess
complementary strengths that materially enhance
deterrence, resilience and strategic autonomy.
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Advancing Australia—Japan
maritime security through
quantum technologies

in the Indo-Pacific

PILAR COSSIO"*

JADE FELLOW

Executive summary

Japan and Australia are increasingly confronting the strategic implications of quantum technologies as
they move rapidly from experimental research into the realm of strategic competition. With both nations
heavily dependent on secure sea lanes, satellite navigation and trusted information systems, achieving
quantum resilience is no longer a future aspiration but a core national-security imperative in the Indo-Pa-
cific.

Quantum technologies will fundamentally reshape how maritime environments are navigated, monitored
and defended. Recent incidents of GPS jamming, spoofing and digital interference in critical waterways
underscore the growing vulnerability of Global Navigation Satellite Systems (GNSS), highlighting the
urgency of transitioning toward quantum-secure alternatives. Without coordinated action, adversaries
may exploit these vulnerabilities faster than existing defences can adapt.

Australia and Japan possess highly complementary strengths in the global quantum ecosystem. Austra-
lia’s policy-driven, commercialisation-focused model and Japan’s deep industrial and scientific scaling
offer a unique synergy for maritime security — a critical but under-examined gap this paper addresses.

This paper situates Australia-Japan quantum cooperation within an increasingly competitive global envi-
ronment, identifying key barriers including regulatory friction, export controls, skills shortages, fragment-
ed standards, data-sharing constraints and the prioritisation of Artificial Intelligence (AI) over quantum
investment.

To address these challenges, this research proposes a set of targeted policy recommendations including:
the establishment of a formal Australia-Japan quantum coordination mechanism; alignment of bilater-
al projects with AUKUS Pillar II priorities; the conduct of parallel quantum threat and risk assessments;
strengthened workforce development and talent exchange; and accelerated industry engagement to tran-
sition cooperation from research activities to operational maritime capabilities.

The conclusions of this study are clear: without urgent, coordinated action, Australia and Japan risk falling
behind in a domain that will define future maritime security and strategic stability. With it, they can lead
in quantum maritime resilience and reinforce the credibility of their Indo-Pacific strategies.
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Key policy recommendations

® Establish a formal Australia-Japan quantum coordination mechanism.

®  Align bilateral projects with AUKUS Pillar II priorities.

B Conduct parallel quantum threat and risk assessments.

®m  Strengthen workforce development and talent exchange.

B Accelerate industry engagement to transition cooperation from research activities

to operation maritime capabilities.

Introduction

As maritime nations, Australia and Japan are deep-
ening their cooperation on quantum technologies
through frameworks like Pillar II of the AUKUS
partnership, where Japan is a key collaborator.345
However, accelerating these investments is critical
to moving from experimental prototypes to deploy-
able, GPS-independent navigation and secure com-
munication systems. The key domains of quantum
technologies®#® include quantum communica-
tion,*” quantum computing and quantum sensors.
Together, they offer next-generation capabilities®®
that can strengthen security at sea. Quantum com-
munication enables highly secure data transfer via
quantum satellites.?*° On the other hand, quantum
computing presents both opportunity and risk. It
promises unprecedented computing power and
thus, could break current encryption standards,
threatening defence, commercial and national in-
formation systems.**° Quantum sensors provide ex-
ceptionally accurate measurements of time, space
and forces. This enables navigation systems that
remain reliable even when GNSS are jammed and
improves situational awareness at sea.® As these
technologies advance, the potential for both dis-
ruption and advantage will shape not only Austra-
lia’s and Japan’s security environments but also the
global security order.

The recent war in the Middle East has exposed the
growing vulnerabilities of key maritime water-
ways, highlighting the urgency of exploring new
security approaches. Widespread electronic war-
fare such as GPS jamming?®? and spoofing?s® and the
rise of “zombie tankers”3** operating with disabled
or manipulated transporters in the Strait of Hor-
mugz illustrate how rapidly risks at sea are evolving.
While these threats are not new, recent events have
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brought them into sharper focus as their scale, fre-
quency and sophistication have increased. The In-
do-Pacific region faces similar vulnerabilities as in-
cidents of GPS spoofing have been occurring in the
South China Sea since the early 2020s, particularly
near the Spratly Islands and Subi Reef. Such inci-
dents show how digital interference can degrade
positioning accuracy, disrupt ship-to-shore com-
munications and cause decision-making delays on
route.3%

As quantum technologies advance, the risk that
malign actors could outpace current defences in-
troduces a fundamental shift in the strategic land-
scape, one that directly challenges international
security norms and threatens to compromise the
very systems and infrastructure that underpin re-
gional stability

For Australia and Japan, the stakes are excep-
tionally high. With both nations dependent on
secure maritime corridors and resilient informa-
tion systems for their economic and national se-
curity, achieving quantum resilience has become
a non-negotiable strategic pillar. Advancing quan-
tum-secure communications not only safeguards
critical data but also counters narratives of In-
do-Pacific Strategy decline®* by reinforcing its role
in sustaining regional stability and long-term via-
bility.

Despite substantial domestic progress, Australia
and Japan have yet to move beyond a high-level
research pact® toward a dedicated, coordinated
bilateral roadmap for maritime quantum capa-
bility. Australia launched its National Quantum
Strategy in 2023,%*® committing significant invest-
ment to commercialisation, secure communica-
tions and workforce development. Japan continues
to strengthen its research leadership through the
Quantum Technology Innovation Strategy (2020;



Japan’s first domestically-built next-generation quantum computer has been developed by Riken and its partners.
Source: Riken Quantum Computing

updated in 2023),3* supported by research and
technology institutions such as RIKEN and Nip-
pon Telegraph and Telephone Corporation (NTT).
Despite these domestic strengths, closing this gap
is now essential to convert unprecedented strategic
alignment into a tangible shared maritime security
advantage.

Urgent and coordinated action is needed to safe-
guard regional stability and maintain technologi-
cal leadership. By framing quantum technologies
through a policy rather than a technical lens, it
clarifies their implications for defence and mari-
time security in the Australia-Japan context.

Why quantum matters
for maritime security

Quantum technologies have immediate implica-
tions for maritime security because they will fun-
damentally reshape how information is protected,
intercepted, and contested.3*° As quantum technol-
ogy develops, it will affect how countries compete
for information and maritime power,** making
current encryption systems vulnerable to compro-
mise or manipulation.3¢?

Beyond these vulnerabilities, quantum technol-
ogies also offer new opportunities to strengthen
maritime resilience. Quantum key distribution

(QKD)%¢* provides highly secure communication
channels for defence and diplomatic exchanges.3%*
Similarly, quantum sensing could enhance mari-
time domain awareness through quantum-based
navigation®® for ships and even submarines as an
alternative to current technologies of satellite navi-
gation systems such as GPS and Galileo.3%

In a region shaped by dense trade routes, ageing
port systems, reliance on satellite navigation, and
intensifying strategic competition, early invest-
ment in quantum-secure communications and
Post-quantum cryptography (PQC)** is essential
to protect critical maritime systems*®® from quan-
tum-enabled threats.3%

Coordinated transition towards quantum-based
systems and PQCs is urgent. Google, for instance,
plans to migrate to PQC by 2029, predicting this as
the “Q-Day” when quantum computers will be able
to easily break today’s encryptions.3”

Emerging space-based quantum communications
may further enhance future maritime security. Re-
search published in scientific journals such as Na-
ture®! and Science®? shows that satellite-to-ground
quantum key distribution®” could enhance securi-
ty at sea. Japan has already made significant prog-
ress in this area through the National Institute of
Information and Communications Technology
(NICT), notably with the SOTA quantum-commu-
nication transmitter deployed aboard the SOC-
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RATES satellite.’’* Australia is developing optical
ground stations for space-based quantum capa-
bilities through the Australian Space Agency, the
Australian National University and SmartSat Co-
operative Research Centre (CRC).”® Together, these
efforts provide a foundation for joint exploration
in space-to-ground quantum communication to
strengthen maritime and defence systems.

Quantum technologies in the
global strategic environment

The global quantum landscape is evolving rapidly,
and currently, the United States remains the lead-
ing driver of quantum technologies®® (approxi-
mately US$3.5 billion in cumulative public and pri-
vate capital allocations).*”” This is underpinned by
sustained federal programs across the Department
of Energy, the National Science Foundation and the
National Institute of Standards and Technology
and as well as major industry actors such as IBM,
Google,*”® Microsoft, Quantinuum and IonQ.%”° The
US commercial and standards-setting leadership
is matched by efforts to set timelines and require-
ments?® for the migration to post-quantum securi-
ty%¥! across its national systems.

China, meanwhile, is also emerging as a major
global player in quantum communications with
large-scale government investment (approximate-
ly US$15 billion)®*®? in the deployment of a nation-
wide quantum network and satellite-based links.3%
High performance demonstrated by the Jiuzhang
photonic quantum computer and the Zuchongzhi
superconducting quantum processor underlines
China’s breadth across quantum computing and
communications.3%*

The quantum landscape
in Australia and Japan

Within this broader global context, Australia and
Japan are among the region’s most capable quan-
tum nations, advancing via different but com-
plementary pathways. Australia through a poli-
cy-driven, commercialisation-focused model, and
Japan through deep investment in foundational
science and leading research institutions.
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Australia’s approach is anchored in its Nation-
al Quantum Strategy (2023),°%5 which prioritises
start-ups, secure communications and workforce
development.3®¢ This includes a landmark A$1 bil-
lion investment in PsiQuantum to build a fault-tol-
erant quantum computer (FTQC) in Brisbane.’®”
Since 2024, Austrade has expanded international
outreach through trade missions and technology
showcases in North Asia, Europe and the Unit-
ed States, positioning Australia as a hub for com-
mercialisation and applied research.®® This is
reinforced by Australia’s 2021 Joint Statement on
Quantum Cooperation with the United States,’*
which advances shared standards, secure commu-
nications and commercialisation pathways.

Japan’s engagement with the United States on
quantum technologies sits within broader science
and technology frameworks rather than a dedicat-
ed quantum agreement. Japan’s US$7.4 billion3*°
investment in quantum builds on a world-class re-
search ecosystem centred on RIKEN, the University
of Tokyo and NTT, driving major advances in com-
puting, sensing and secure communications. Its
Quantum Technology Innovation Strategy (2020;
updated 2023) emphasises research excellence, na-
tional research networks and long-term scientific
investment."

In September 2025, Japan hosted the seventh Mul-
tilateral Dialogue on Quantum, an international fo-
rum bringing together governments and research
leaders, signalling a shift from research leadership
toward agenda-setting and industrial deployment.
The meeting framed 2025 as the ‘first year of quan-
tum industrialisation’ with a focus on standards,
skills and trusted supply chains as priority areas.3?

At the policy level, leaders in both countries have
highlighted quantum as a priority for bilateral co-
operation, beginning with the 2022 Joint Decla-
ration on Security Cooperation®? and reinforced
across Australia—Japan 2+2 foreign and defence
ministerial statements,** as well as other economic
security and critical-technology statements issued
between 2022 and 2025.3%

Collaboration between Australia and Japan on
quantum technologies is emerging but remains
more institution-driven than government-coordi-
nated.**¢ This coordination gap is strategically sig-
nificant as both countries face similar challenges
in a complex geostrategic environment.



Table 1.

Comparative analysis: Australia and Japan quantum strategies & national approaches

Category

Australia

Japan

Strategic framework

National Quantum Strategy (2023) led
by Department of Industry, Science
and Resources.’’

Quantum Future Society Vision
(2022)%°8 and Ministry of Economy,
Trade and Industry (METI) Roadmap
(2025)%° coordinated by Cabinet
Office and METI.

Government
investment

A$1 billion+ over 10 years including
CSIRO, Australian Research Council
(ARC), and Quantum Computing
Commercialisation Fund.*°°

¥1.05 trillion allocated to quantum
and semiconductor Research and
Development

Industry focus

Commercialisation, startup ecosystem,
secure communications, quantum
sensing.*?"

Industrialisation of quantum
computing, supply chain
development, quantum annealing.*°?

Research strengths

Photonic quantum computing e.g.
PsiQuantum, quantum sensing,
quantum software.

Superconducting and annealing
systems, quantum middleware,
materials science.*®?

International
collaboration

Strong ties with US, UK, EU; growing
links with Japan via summits and
science treaties.

Global partnerships through
Group of Governmental Experts on
Quantum Technologies (G-QUuAT),
Quantum STrategic industry
Alliance for Revolution (Q-STAR),
and International Organization

for Standardization / International
Electrotechnical Commission —
Joint Technical Committee 3 on
Quantum Technologies (ISO/IEC JTC3)
standardisation efforts.

Policy integration

Quantum included in defence and
cybersecurity dialogues but not yet
embedded in maritime frameworks.

Quantum tech not yet integrated into
defence or maritime cybersecurity
policy.

Commercialisation
goals

Build sovereign capability and export
ready quantum products.

Reach ¥50 trillion in quantum-related
production and 10 million users by
2030.

Challenges

Fragmented coordination across
sectors; need for bilateral frameworks.

Export controls, weak classification
systems and siloed Research and
Development efforts.
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Barriers to Australia—Japan
collaboration in
quantum technologies

At present, there is no dedicated bilateral mecha-
nism focused on quantum technologies or on its
maritime applications, constraining coordinated
planning. In addition, regulatory frictions, includ-
ing Japan’s export-control and technology-transfer
restrictions,*** may further limit bilateral collabo-
ration in this domain.

Another barrier is the absence of a formal Austra-
lia-Japan mapping of the quantum ecosystem,
which limits bilateral visibility and coordination
even as both countries maintain strong nation-
al-level frameworks.

Skills shortages present another barrier. National
studies in Australia*®> and Japan identify talent
constraints as a significant obstacle; a trend echoed
globally with shortages most acute in engineering
and applied technical roles.*%¢

Prioritisation challenges often delay quantum de-
ployment as public funding and market attention
shift toward the immediate returns of Al Interna-
tional investment trends reflect this divergence.*%”
For example, Australia prioritises quantum infra-
structure with a landmark A$940 million (US$620
million) allocation to PsiQuantum to build utili-
ty-scale quantum computers,*®® even though its
local AI market is projected to reach A$600 billion
annually by 2030.4%° Conversely, Japan heavily in-
vests in Al and semiconductors, committing ¥10
trillion (US$65 billion) to those sectors through
2030,%° compared to quantum investment estimat-
ed at US$7.4 billion.*!

A model of a quantum computer is displayed during the Ceatech event in Chiba, Japan, October 2024. Source: Getty
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Given this momentum and the strength of existing bilateral

foundations, a bilateral-first approach offers the most

effective pathway for advancing quantum collaboration.

Despite deep cooperation, data sovereignty and pri-
vacy regulations remain major barriers to seamless
Australia-Japan collaboration, requiring complex,
case-by-case data-sharing arrangements. Japan’s
constitutional restrictions on government access
to private communications further complicate en-
gagement in “active cyber defence™? and the shar-
ing of cybersecurity information with Australia.

Differences in information-security frameworks
also create friction. While Japan’s Critical Eco-
nomic Security Information (CESI) Act moves its
security clearance framework closer to Austra-
lian standards, full alignment is likely to remain
administratively challenging.*® In addition, sup-
ply-chain vulnerabilities persist, as both countries
seek to reduce reliance on global components and
instead build a more resilient, like-minded ecosys-
tem through initiatives such as the Quad’s Quan-
tum Leap.**4

Fragmented standards remain a critical technical
challenge. As highlighted in the 2025 joint APEC
initiative authored by Standards Australia As APEC
(2025) warns, the absence of harmonised metrics
risks creating a regional “quantum divide.™'S For
Australia and Japan, leadership in standards devel-
opment is essential to avoid technological isolation
and maintain maritime interoperability.

Opportunities for
Australia-Japan collaboration
in quantum technologies

Australia and Japan share a Special Strategic Part-
nership built on shared democratic values, eco-
nomic complementarity and deep people-to-people
ties. Both countries are committed to supporting a
free and open Indo-Pacific, creating a strong foun-
dation for closer cooperation on quantum technol-
ogies.

Although differences in information-security
frameworks create friction, a significant opportuni-
ty lies in the longer-term convergence of regulatory
regimes. The Takaichi government is operation-
alising reforms under the Economic Security Pro-
motion Act (2022), the 2024 CESI Act, and revised
METI export controls. Together, these changes cre-
ate an opportunity for bilateral cooperation toward
sensitive areas such as quantum systems, poten-
tially accelerating Japan’s integration into AUKUS
Pillar II-style arrangements.*

Bilateral ties are at an all-time high, underpinned
by the 2022 Joint Declaration on Security Cooper-
ation and the fully operational Reciprocal Access
Agreement (RAA). Together with 2+2 Ministerial
Consultations, long-standing science and tech-
nology agreements*” and Memorandums of Coop-
eration across research agencies,*® these frame-
works provide a strong foundation for scaling joint
initiatives in quantum technologies. Australia’s
purchase of the Mogami-class frigate from Japan
further underscores the strengthening of bilateral
defence ties.

Given this momentum and the strength of exist-
ing bilateral foundations, a bilateral-first approach
offers the most effective pathway for advancing
quantum collaboration. Established mechanisms
can then be leveraged through platforms such as
the Quad, AUKUS Pillar IT and APEC.

B Quad science cooperation can advance shared
standards for quantum-secure communications,
interoperability frameworks and pilot projects to
reduce regional fragmentation.*®

®  AUKUS Pillar II provides a proven pathway for
project-based collaboration. Japan’s participa-
tion in the 2025 ‘Maritime Big Play’ activities
established a clear precedent for cooperation on
specific undersea and acoustic technology proj-
ects.*20
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® To advance APEC standardisation, Australia and
Japan are well positioned to lead the implemen-
tation of the APEC Quantum Standards Road-
map. Championed by Standards Australia, this
framework supports regional interoperability,
reduces technical barriers and enables jointly
developed technologies to scale across Indo-Pa-
cific markets.**

Policy recommendations

1. Establish a Japan-Australia quantum
coordination mechanism supported by
a Track 1.5 dialogue

Australia and Japan should establish a formal
Quantum Coordination Mechanism (QCM) inte-
grated within the 2+2 Foreign and Defence Min-
isterial framework. This body would serve as the
central hub for mapping national quantum activi-
ties, identifying capability gaps and synchronising
investment to reduce duplication. The mechanism
could operate through existing structures, such as
the Japan-Australia Economic Security Dialogue
and science and technology cooperation agree-
ments. The QCM would elevate quantum from a
research topic to a core pillar of regional strategic
deterrence.

The mechanism could be co-chaired by Australia’s
Department of Industry, Science and Resources
(DISR) and Japan’s METI/MEXT. Technical exe-
cution would be driven by a partnership between
CSIRO, Japan’s Q-LEAP*? and RIKEN, ensuring
that policy priorities are directly informed by
world-leading research and hardware capabilities.

To maintain momentum between ministerial en-
gagements, the QCM should be complemented by
a Track 1.5 Japan-Australia Quantum Dialogue.
Comprising government officials, academics and
industry leaders, this forum would serve as a tech-
nical coordination mechanism to address regulato-
ry hurdles (including security clearances and data
sovereignty), develop shared technical standards
building on the APEC Quantum Roadmap and de-
sign joint pilot projects in quantum-secure mari-
time communications.
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Together, the QCM and Track 1.5 dialogue would
provide a durable framework to accelerate the tran-
sition from research to operational maritime capa-
bilities, helping both countries maintain a techno-
logical edge in the Indo-Pacific.

2. Align bilateral projects with AUKUS
Pillar || capability priorities

Australia and Japan should align bilateral quan-
tum initiatives, including CSIRO-RIKEN re-
search,*?® Exercise Talisman Sabre 20254** and the
Fujitsu and Australian National University (ANU)
partnership,*?s with the stated capability goals of
AUKUS Pillar I1.42° Adopting this approach ensures
that joint projects remain interoperable with the
capability standards Australia is adopting, provid-
ing a pathway for Japan’s project-based collabora-
tion without requiring formal membership in the
trilateral pact.

Key AUKUS Pillar II collaborative workstreams:

B Secure communications, including PQC and
QKD. These can be progressed through partner-
ships with the University of Tokyo and Toshiba’s
international QKD trials to build quantum-resis-
tant networks.*?’

B Quantum sensing to improve navigation and the
detection of underwater or low-visibility objects.
This builds on CSIRO-RIKEN collaboration*?® in
quantum materials to support submarine oper-
ations in GPS-denied and contested maritime
environments.

B Resilient defence architectures. Australian uni-
versity and CRC testbeds can be used to assess
Japanese hardware*?® and support the integra-
tion of quantum-safe*® components into broader
networks operating in contested environments.

Practical benefits of alignment:

B Common technical goals make it easier for
researchers to work toward compatible designs,
reducing duplication and improving interopera-
bility.*3



® Targeted investment ensures that limited
research funding is directed toward capability
areas with the most immediate maritime securi-
ty benefits, such as secure ship-to-ship commu-
nications or quantum-safe navigation systems.**

® Aligning with AUKUS-recognised requirements
creates clearer commercial pathways to the glob-
al market for Japanese and Australian quantum
startups.

3. Conduct parallel quantum threat and
risk assessments

Australia and Japan should conduct parallel quan-
tum-risk assessments to identify vulnerabilities to
“Harvest Now, Decrypt Later™3® attacks.*** Using
simple likelihood-impact scoring models and ex-
changing information, while still operating within
their own security and classification systems, will
provide the critical evidence needed to support a
coordinated migration to PQC. Furthermore, the
findings of these risk assessments could be shared
with trusted partners to maintain technical in-
teroperability and regional resilience, ensuring
that intercepted data remains secure against future
quantum decryption.

4. Strengthen workforce development
and talent exchange

As collaboration deepens, both countries will
require a stronger pipeline of trusted, quan-
tum-trained specialists. Efforts should prioritise
high-impact sKkill sets, including rapid upskilling
in post-quantum security, industry placements
between Japanese firms and Australian quantum
start-ups, and co-funded fellowships focused on
maritime applications such as secure navigation
and sensing.

Precedents already exist. Australia’s National
Quantum Strategy prioritises skills pipelines and
industry placements.*3 Japan’s Q-LEAP program®®
and the RIKEN Center for Quantum Computing?*¥’
host international researchers, while initiatives

such as the Japan Society for the Promotion of Sci-
ence (JSPS) International Fellowships*® and Aus-
tralia’s New Colombo Plan*® provide proven mod-
els for co-funded fellowships, short courses and
placements.

5. Support industry engagement and
commercialisation

Australia and Japan should expand industry en-
gagement to accelerate the application of quan-
tum research in maritime security technologies.
Drawing on Nordic-style models*4° of collaborative
defence innovation, both nations should establish
structured public-private partnerships to support
joint innovation challenges, shared testbeds, and
clearer commercialisation pathways.

Existing mechanisms, including AUKUS Pillar II
technology testbeds, Australia’s Defence Trail-
blazer program*# and Japan’s NEDO%*2 and RIKEN
testbeds,**? provide a strong foundation in ensur-
ing early-stage prototypes progress toward deploy-
ment. Aligning these efforts with AUKUS Pillar II
workstreams and Quad science cooperation will
provide the common standards and accreditation
needed to make Australia—Japan prototypes in-
teroperable, accelerating their deployment with
trusted partners.44
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