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EU-Japan trade deal finalised
Following the political agreement in principle reached in July 2017, a final accord on the EU-Japan
Economic Partnership Agreement (EPA) was announced on 8 December 2017. The Commission aims
that the agreement come into effect before the end of its mandate in 2019, after the approval of the
Council and the European Parliament. However, negotiations on investment protection standards
and investment protection dispute resolution will continue.

Significance of the agreement
The agreement with Japan, the EU’s second largest trading partner in Asia, will establish a free trade area
between both sides, which together account for approximately 600 million persons and around 30 % of the
world’s GDP. In addition, as the two leaders stressed in their joint statement, the agreement, countering
protectionist tendencies, demonstrates commitment to free trade and open markets.
Recent developments in global trade contributed to the EU and Japan intensifying talks on a free trade
agreement (FTA). Following the US withdrawal from the Trans-Pacific Partnership (TPP), the EU-Japan FTA has
become more important for Japan, while the US’ move toward protectionism, for example in parking the US-
EU talks on TTIP, encouraged the EU to redouble its efforts in pursuing trade negotiations.

The story of negotiations
Preparations
At the EU-Japan Summit in May 2011, the parties agreed to launch preparations for a bilateral trade
agreement. The scoping exercise to define the coverage and the level of ambition of the agreement was
concluded in May 2012, and the Commission asked the Council to authorise the opening of talks on an EU-
Japan FTA the following July. The European Parliament supported the opening of negotiations, in adopting a
resolution in October 2012. In November 2012, the Council approved the European Commission's mandate to
negotiate the EU-Japan FTA (the EU negotiating directives were made public by the Council in
September 2017). Negotiations were officially launched in March 2013.
Parties’ negotiating objectives
The most important areas of interest for the EU were as follows. Tariff liberalisation was an important issue,
particularly in sectors with high tariffs, such as processed foods and agricultural products. The reduction of
regulatory and non-tariff barriers was also a significant issue, as these obstacles affected several key EU
exporting sectors, including automotive, processed food and chemicals, as well as telecommunications and
financial services. In addition, the EU was concerned about gaining better access to Japan's public procurement
market (including for railways), as well as to the services and investment sectors. Finally, protection of
intellectual property rights, and geographical indications (GIs) in particular, were of great interest to the EU.
The main areas of interest for Japan were the elimination of high tariffs on industrial products, and the
regulatory problems Japanese companies faced in the EU. Import tariffs were comparatively high for the most
important Japanese export items, mainly cars, car components and electronics. Japanese firms also expressed
concerns about non-tariff barriers on EU markets, such as differences in the regulatory systems and technical
standards, for instance in the automotive, chemical and food processing sectors.
Edging closer to an agreement
Following 18 rounds of negotiations and a number of further meetings at both technical and political levels, a
political agreement in principle was reached during the EU-Japan Summit in Brussels, on 6 July 2017. However,
in some chapters, technical issues remained to be resolved. In the case of other chapters, such as the chapters
on regulatory cooperation and investment protection, further discussion was announced.
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Since July 2017, several technical discussions have been organised, focusing on aspects such as the
stabilisation of the parties’ commitments on tariffs and services; the establishment of final provisions for the
protection of EU and Japanese GIs; the conclusion of the chapters on good regulatory practices and regulatory
cooperation, and transparency; and the clarification of a number of minor remaining issues in several parts of
the agreement. On 8 December 2017, the consolidated text was finalised.
Main elements of the agreement
At the agreement’s entry into force nearly all customs duties paid by EU companies will be removed, and the
level of liberalisation will rise to 99 % at the end of the final liberalisation step. A number of regulatory barriers
will also be removed, such as those for accessing the Japanese car market.
Better market access for agricultural products was a crucial issue for the EU, and in this area the negotiating
results include the following. Over time, around 85 % of agri-food products exported by the EU will enter Japan
duty-free. In the case of pork, duties will be eliminated or significantly reduced, and for beef, tariffs will be cut
over time. Hard cheese tariffs will be phased out, while for soft and fresh cheese, annual duty-free tariff-rate
quotas will be opened. Some processed agricultural products, such as pasta and chocolate, will enjoy duty-free
entry to the Japanese market over a transitional period. From day one, tariffs on wine will also be eliminated. As
part of the trade-offs concerning the main interests of the parties, under the new FTA, the EU will open its
markets to Japanese cars and car parts after certain transition periods expire. This period is seven years for
Japanese cars, and for Japanese car parts, the period varies from immediate tariff elimination to seven years.
The agreement also makes it easier for EU companies to provide services on the Japanese market, particularly
in sectors such as telecommunications, transport and financial services, while safeguarding the right to protect
public services. Moreover, it guarantees non-discriminatory access for EU companies to government contracts
in 48 large Japanese cities, and allows the EU greater access to railway procurement at national level. The
agreement will also protect more than 200 European GIs on the Japanese market.
The EPA includes a chapter dedicated to small businesses to make it easier for them to export, and a chapter
on trade and sustainable development (TSD). The latter, among other things, sets out civil society's
involvement in the monitoring of this chapter through consultation of 'domestic advisory groups'. Moreover,
it states that labour and environmental standards cannot be relaxed or lowered to attract trade and
investment. It also includes the parties’ commitment to take action towards achieving the objectives of the
Paris Agreement on climate change.
Concerning data protection, the agreement includes a clause whereby the parties will review the issue of the
free flow of personal data within three years of the entry into effect of the agreement. Negotiations between
the EU and Japan will continue outside the framework of the FTA with the aim of adopting adequacy decisions
as soon as possible in 2018. A joint declaration on this issue was also published in July 2017.
As regards investment protection standards and investment protection dispute resolution, the negotiation
process has not been finalised. While the EU is pursuing the setting up of the Investment Court System (ICS),
already introduced in the Comprehensive Economic and Trade Agreement (CETA) concluded with Canada, and
the EU-Vietnam FTA, Japan favours arbitration for the investor-state dispute settlement (ISDS) system.

Signature and ratification procedure
Once the legal revision and translation of the text into all EU official languages is completed, the agreement
will enter into force when the approval and ratification procedure established for international trade
agreements is completed. The European Parliament will have to give its consent so that the Council can
conclude the agreement. The European Commission aims for the entry into force of the agreement before the
end of its mandate in 2019.

The European Parliament (EP) followed the scoping exercise and the negotiations closely from the very outset. In
its resolution of May 2011 on EU-Japan trade relations, the EP stressed that it supports the idea of an FTA between
the EU and Japan. In June 2012, the EP adopted a resolution on EU trade negotiations with Japan where it requested
that the Council deny approval to launch the negotiations until the EP adopted its position on the proposed
negotiating mandate. The latter was adopted in October 2012 in a resolution in which the EP called on the Council
to authorise the Commission to open negotiations for an FTA. The Parliament also presented a series of
recommendations on the Commission's negotiating directives, such as concessions on public procurement ensuring
market access in strategic Japanese sectors including railways; a staggered schedule for sensitive tariff reductions
in the EU; the protection of GIs for agri-food products; and an ambitious TSD chapter with core labour standards.
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