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China’s Micron action was also
designed to send a signal to Japan,
South Korea, and the Netherlands,
which have coordinated their
countries’ respective semiconductor
export control policies to support
those of the US.
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Executive
Summary

China’s investigation into US memory
manufacturer Micron appears to be an initial
retaliation against foreign semiconductor firms
and countries that support the US CHIPS Act.

Japan announced export restrictions on
23 types of semiconductor manufacturing
equipment in keeping with US technology
controls and has called for the safety and
legitimate economic activities of Japanese
companies.

China has been withholding approval of multi-
billion-dollar acquisitions to break CHIPS Act
solidarity among US allies and partners.
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Sanctions Against Micron

On 31 March the Cyberspace Administration of China (CAC) announced a “security investigation into

Micron products sold in China.” Micron, a US computer memory drive manufacturer, has been operating a

plant in the central city of Xi’an since 2006 with over 3,000 employees. China was Micron’s largest market
in 2018 ($17.3 billion) and became Micron’s third largest market after the US and Taiwan in 2022 (10.8% of

total Micron sales at $3.3 billion).

Chinese media say Micron was targeted because
Micron is a “forerunner and an activist” in the US
tech war against China:

* In December 2017 Micron sued its Chinese
rival—Fujian Jinhua Integrated Circuit
Company—for violating its dynamic random-
access memory (DRAM) patents and other

intellectual property rights.

* A Chinese media report from 1 April claims
that Micron delivered more than 170 anti-
China reports to the US government between
2018 and 2022.

*  67% of Micron lobbying work had content
targeting China.

Chinese media also allege that Micron has been
actively advocating for and implementing the US
CHIPS Act. In 2022 Micron announced a $15 billion
investment in a new facility in Boise, Idaho; a $100
billion expansion of its facility in Clay, NY; and
closure of its Shanghai DRAM design operation.
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China’s Micron investigation is the first probe into
a US tech company since the US-China tech war
began in 2019. Brock Silvers, managing director

at Kaiyuan Capital in Hong Kong stated in the
South China Morning Post, “The Micron action
thus represents China moving from a containment
strategy to one of retaliation...the market should
expect that the tech war has yet to reach its nadir.”
According to the Financial Times, “Industry insiders
say this is a clear signal from Beijing for its tech
industry to accelerate efforts to de-Americanize its

supply chains.”

China’s Micron action was also designed to send a
signal to Japan, South Korea, and the Netherlands,
which have coordinated their countries’ respective
semiconductor export control policies to support
those of the US. China’s ambassador to the
Netherlands said the Netherlands’ export control
“will of course negatively affect bilateral relations...
China won’t just swallow this.”
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Japan

On 31 March Japan announced export restrictions
on 23 types of semiconductor manufacturing
equipment in keeping with US technology trade
controls.

China claimed, “The US once brutally contained
Japan’s semiconductor industry by resorting to
bullying practices. Today, the US has repeated its
tricks on China.” China urged Japan not to “help
a villain do evil” and warned, “The blockade will
only further stimulate China’s determination for
independence and self-development.” Without
naming China, Tokyo said it wants to stop Japan’s
advanced technology from being used for military
purposes: “We are fulfilling our responsibility as a
technological nation to contribute to international
peace and stability.”

During a visit to Beijing on 1-2 April, Japanese
Foreign Minister Hayashi “strongly urged China to
ensure a transparent and fair business environment
and guarantee the safety and legitimate economic
activities of Japanese companies.” Japan also
“expressed strong concerns regarding increased
attempts to force technology disclosures and
transfers of technology...and strongly called for the
prompt lifting of import restrictions on Japanese
food products.”

» Japan also protested the recent arrest of a
Japanese company executive in China on an
espionage charge and demanded his “swift
release.” China said the case will be “handled in
accordance with the law.”
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Requlatory Reprisal

Taiwan media reported on 6 April that China

was using its antitrust review process as a
countermeasure to US semiconductor export
controls against China. The report said Chinese
authorities were holding up antitrust reviews

for Intel’s $5.2 billion acquisition of Tower
Semiconductor, an Israeli company, and the $3.8
billion acquisition of Silicon Motion Technology of
Taiwan by MaxLinear, a US electronic company.

The acquisitions need Beijing’s approval because
each of them derives more than $117 million in
annual revenue from China. As a prerequisite for its
approval of the acquisitions, Beijing is demanding
that Intel and MaxLinear not “discriminate” against
Chinain their global sales — this almost certainly
conflicts with the requirement for US companies

to comply with increasingly restrictive US
semiconductor export controls.

On 12 April Intel’s CEO Pat Gelsinger met China’s
Vice President Han Zheng in Beijing and discussed
Intel’s relations with China.

e China additionally has not yet approved
Microsoft’s $68.7 billion acquisition of online
gaming company Activision Blizzard. In
November 2022 DuPont terminated its
$5.2 billion acquisition of Rogers Group,

a US company specializing in engineered
materials, due to a delayed Chinese antitrust
approval.
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Strategic outcomes

More economic disruption is likely
China’s retaliation against Micron and overt threats against other foreign

LEVEL OF CONCERN

companies indicates that the probability of disruption to China operations of
US and foreign firms is rising. China’s investigative measures reflect Beijing’s
reprisals against countries aligning their national semiconductor export control
policies with the US CHIPS Act.

Pamir position

Pamir foresees that US companies with China-based managers, who hold Chinese
citizenship, will face increasing risk of detention and arrest, as evidenced in the
recent Mintz Group case in Beijing. China would likely be selective in detaining
foreign employees to avoid diplomatic blowback, but dual nationals will be easy
targets.
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Strategic outcomes

Level of Concern indicators - what they mean

1 - indicates no change to the status quo

2 - indicates escalating tensions

3 - indicates aggressive escalation

4 - indicates high probability of impending crisis event

5 - indicates a full-scale crisis or conflict situation.

How we calculate them
* Frequency of references to subject in Chinese-language official government statements, credible
press reporting, and social media

Frequency of references to subject in English-language official government statements, credible
press reporting, and social media from the US, EU, UK, Australia, Japan, etc.

Consistency of historical, current, and emerging trendlines related to the subject
Aberrations in official Chinese-language policy formulations

Strategic shifts in official Chinese government and military signaling through diplomatic,
information, military, and economic actions and behavior

Analytic Methodology: internal monitoring with quantitative and qualitative analysis of Chinese media
and propaganda; comparative trend analysis, intelligence tradecraft; other proprietary methods.
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