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OVERVIEW

Negotiations on an EU-Japan free trade agreement (FTA) were officially launched in
March 2013. Following 18 rounds of negotiations and a number of meetings at the
technical and political levels, a political agreement in principle was reached during the
24th EU-Japan Summit in Brussels, on 6 July 2017. Negotiations on the outstanding
issues that were left on the table will continue, with the aim of finalising the text of the
agreement by the end of 2017.

The deal with Japan, the EU's second largest trading partner in Asia, will enhance trade
and investment relationships between the two parties. European companies, in the
agri-food sector for instance, will benefit from improved access to the Japanese
market, mainly through the reduction both of tariffs on specific goods as well as
existing regulatory and non-tariff barriers.

The 2016 trade sustainability impact assessment for the EU-Japan FTA indicated that
the EU-Japan FTA and the Transatlantic Trade and Investment Partnership (TTIP)
agreement, involving the EU and the USA, would result in similar levels of economic
gains for Europe. According to recent Commission estimates, European companies will
save up to €1 billion in customs duties per year as a result of the EU-Japan FTA.
Moreover, the value of EU goods and services exports could rise by up to €20 billion.

This briefing is an update of an earlier version, of October 2016: PE 589.828.
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Introduction
With around 127 million
inhabitants and gross domestic
product (GDP) of US$4.9 trillion,
Japan was the world's third largest
national economy in 2016.
According to the trade
sustainability impact assessment
(SIA) for the EU-Japan FTA,
published in 2016, on
consumption, the Japanese
market is almost equal in size to
that of China, and the rate of
private spending in Japan is almost
double the rate in China. Japan is
also comparable to China as a
foreign direct investor, with global
foreign direct investment (FDI)
outflows of 8.4 % (Japan) and
8.6 % (China). Consequently, the
Japanese market offers significant

opportunities for EU business interests. Moreover, for the EU, intensifying trade and
investment relations with Japan is part of a broader strategy of strengthening economic
cooperation in the changing regional environment.

Indeed, in its new trade strategy, published in 2015 and entitled 'Trade for all – towards
a more responsible trade and investment policy', the European Commission recognised
that the Asia-Pacific region is crucial to European economic interests, and considered
strengthening economic ties with Japan a strategic priority for the EU.

On the Japanese side, Prime Minister Shinzō Abe's economic programme of 2013, known
as 'Abenomics', identified three strategic priorities, known as 'policy arrows'. The third
arrow is aimed at enacting structural reforms, including the promotion of economic
partnerships. In line with this objective, Japan is pursuing its interests in a number of
bilateral and plurilateral trade negotiations, with FTAs – termed economic partnership
agreements (EPAs) in Japan – either in effect or currently being negotiated.

Existing situation
Bilateral trade and investment relations
Together, the EU and Japan, two of the world's major economies, account for
approximately one third of global GDP. In 2016, Japan was the sixth largest destination
market for EU exports of goods and it was the sixth largest supplier of EU imports. The
EU is Japan's third largest trading partner in goods.

However, even though EU exports of goods to Japan increased in absolute terms, Japan's
share in the EU's trade of goods is declining, especially regarding imports. In 1999, 10.2 %
of Europe's total imported goods were from Japan. In 2016, Japan's share decreased to
3.9 %. In the same year, the share of EU exports to Japan accounted for 3.3 % of the total
EU export of goods; in 1999 this figure was 5.3 %.

http://data.worldbank.org/indicator/SP.POP.TOTL
http://databank.worldbank.org/data/download/GDP.pdf
http://www.tsia-eujapantrade.com/uploads/4/0/4/6/40469485/tsia_final_report.pdf
http://www.tsia-eujapantrade.com/uploads/4/0/4/6/40469485/tsia_final_report.pdf
http://trade.ec.europa.eu/doclib/docs/2015/october/tradoc_153846.pdf
http://www.japan.go.jp/abenomics/
http://www.mofa.go.jp/policy/economy/fta/
http://ec.europa.eu/trade/policy/countries-and-regions/countries/japan/
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113403.pdf
http://ec.europa.eu/eurostat/data/database
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In the past, Japan benefited from significant surpluses in the trade of goods with the EU.
Trade figures have recently become considerably more balanced, owing to EU export
performance and decreasing EU imports. Total trade in goods between the EU and Japan
accounted for €124.6 billion in 2016, with a trade deficit on the EU side of €8.4 billion.

In 2015, the EU exported €27.9 billion of services to Japan, while imports of services from
Japan amounted to €15.6 billion. Consequently, the EU recorded a surplus of €12.3 billion
in 2015, an upward trend from €4.9 billion in 2010. In 2015, Japan accounted for 3.4 % of
total EU external trade in services.

The EU has in general invested less in Japan than in other developed economies; the EU's
outward FDI stocks represented 1.9 % (€96.1 billion) of the total in 2012. Conversely,
Europe accounted for approximately 23 % of Japan's outward FDI stocks in 2012,
representing Japan's second largest destination by share.

The changing EU-Japan trade patterns can be explained by various factors, such as
changes in the traditional global trade flows, due to the economic rise of emerging market
economies, the increasing importance of regional trade integration, the proliferation of

Figure 3 – EU trade with Japan (€ billion) 2005-2015

Data source: Eurostat.

Figure 2 – Main EU and Japanese trade partners, 2015

Data source: Eurostat, IMF.

EU’s main trade partners
(2015, goods, exports + imports)

Japan’s main trade partners
(2015, goods, exports + imports)

http://ec.europa.eu/eurostat/data/database
http://data.imf.org/?sk=9D6028D4-F14A-464C-A2F2-59B2CD424B85
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_111836.pdf
https://www.jetro.go.jp/en/reports/statistics.html
http://ec.europa.eu/eurostat/data/database
http://trade.ec.europa.eu/doclib/docs/2012/july/tradoc_149809.pdf
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intra-Asian FTAs, and the negative effects of non-tariff measures (NTMs)1 on market
access in Japan. The decline in Japanese exports of industrial goods to the EU may also
be due to investment by the Japanese automotive and electronic sector in Europe as a
way to circumvent EU tariffs.

Obstacles to trade and investment
Compared to the EU, the Japanese market has always been more closed. This is partly
due to the particular characteristics of the Japanese economy and society, such as the
local business culture, and consumers with strong domestic preferences, but mainly
results from the large number of regulatory and other 'behind the border' obstacles.

Average tariffs on goods are low both in the EU and in Japan (3.8 % for both partners in
2012). However, important exceptions remain in certain sectors. Exports in agricultural
products and processed food are exposed to relatively high EU and Japanese tariffs, but
European exporters face particularly high tariff barriers in Japan. In general, tariffs are
relatively low for industrial goods. Nevertheless, tariffs remain high for items such as
textiles, clothing and footwear in Japan, and for automotive products and electronic
appliances in the EU.

Comparative elements
In parallel with the ongoing negotiations, the two parties have become part of a complex
network of bilateral and regional trade initiatives. The largest initiative in which the EU is
involved is the Transatlantic Trade and Investment Partnership (TTIP). Negotiations are
currently on hold, pending a review by the new US administration of its trade policy with
the EU. For its part, Japan became the first signatory of the Trans-Pacific Partnership (TPP)
to ratify the agreement in January 2017. Following the US withdrawal from the TPP, Japan
is among the remaining signatories most committed to saving the agreement. These free
trade agreements, as well as other trade agreements currently under negotiation or
already concluded, such as the EU-South Korea FTA and the EU-Canada Comprehensive
Economic and Trade Agreement (CETA), have had an impact on the pace and outcome of
the EU-Japan FTA negotiations. For instance, in the last few years, Japan has prioritised
concluding the TPP before furthering its negotiations with Europe. In this way, for
example, based on the outcome of TPP, Japan was better able to define its objectives in
the ongoing EU-Japan FTA negotiations regarding agricultural issues. Meanwhile, the EU
was able to align its position on investment disputes with its stance during the TTIP
negotiations.

EU negotiation objectives
In November 2012, the Council approved the European Commission's mandate to
negotiate the EU-Japan FTA (in a letter of 24 May 2017, Trade Commissioner
Cecilia Malmström called on the Member States to publish the mandate). The Council
stated that the objective is 'an agreement that would provide for the progressive and
reciprocal liberalisation of trade in goods, services and investment, as well as rules on
trade-related issues and the elimination of non-tariff barriers'. The Council approved the
negotiating mandate on the condition that, before launching formal negotiations, Japan
would eliminate various non-tariff barriers. According to a statement by Karel De Gucht,
Trade Commissioner at the time, the EU negotiating directives required that the
elimination of Japanese non-tariff barriers be carried out strictly in parallel with tariff
reductions on the EU's part. A review clause was also included in the mandate, indicating
that one year after the negotiations kicked off, the Commission would report on Japan's

http://www.canon-igs.org/event/report/160323_kurihara_summary_of_speech.pdf
http://trade.ec.europa.eu/doclib/docs/2010/february/tradoc_145772.pdf
https://www.iwkoeln.de/en/studies/beitrag/juergen-matthes-towards-a-free-trade-agreement-with-japan-98778
http://www.europarl.europa.eu/thinktank/en/document.html?reference=EPRS_IDA(2016)586606
http://www.europarl.europa.eu/thinktank/en/document.html?reference=EPRS_BRI(2016)573929
http://www.tsia-eujapantrade.com/uploads/4/0/4/6/40469485/tsia_final_report.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/EN/foraff/133909.pdf
https://ec.europa.eu/carol/index-iframe.cfm?fuseaction=download&documentId=090166e5b28a816d&title=CM_signed
http://trade.ec.europa.eu/doclib/press/index.cfm?id=847
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progress on the roadmaps
agreed upon in the scoping
exercise, with the option of
suspending negotiations in
the event of unsatisfactory
implementation. The
roadmaps related to the
elimination of non-tariff
barriers and to government
procurement issues. A
safeguard clause dealing with
the protection of sensitive EU
sectors was also included in
the mandate.

At the same time the Council
authorised the launch of
negotiations with Japan on
the political framework
agreement (Strategic
Partnership Agreement).

EU's main areas of interest
EU interests are focused on a
few specific areas. A
significant part of the
negotiations was dedicated
to the reduction of regulatory and of non-tariff barriers, which presented the main
obstacles for the EU. Such barriers affect several key EU exporting sectors, including
chemicals, automotive, processed food, and medical devices, as well as
telecommunications and financial services. Moreover, there are significant barriers both
to FDI and in the area of public procurement. Tariff liberalisation is also an important
objective, particularly in sectors where tariffs are still high, such as processed foods,
agricultural products and motor vehicles. Better access to the opportunities offered by
Japan's public procurement market (including the railway sector), as well as to the service
and investment sector, is an outstanding issue. Finally, protection of intellectual property
rights, and geographical indications in particular, is also of considerable interest to the
EU.

Japan's position
According to the information available on the website of the Ministry of Foreign Affairs
of Japan, the main areas of interest for Japan are the elimination of high tariffs on
industrial products and the regulatory problems Japanese companies face in Europe. The
Ministry of Economy, Trade and Industry includes a third point on its website, the
'movement of persons and other barriers'. The first objective can be explained by the fact
that import tariffs are comparatively high for the most important Japanese export items,
mainly cars, car components and electronics. For example, tariffs can reach 10 % for cars
and 14 % for electrical machinery, placing these products at a disadvantage on the
European markets compared to competing South Korean products. With the EU-Korea
FTA, Korean exporters benefit from liberalisation of tariffs in these sectors. Japanese

Figure 4 – Top five products in EU-Japan trade 2015

Data source: Eurostat.

http://epp.eurostat.ec.europa.eu/newxtweb/
http://www.mofa.go.jp/files/000013835.pdf
http://www.meti.go.jp/policy/trade_policy/epa/epa_en/eu/
http://www.canon-igs.org/event/report/160323_kurihara_summary_of_speech.pdf
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firms also complain 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. Another issue of interest is investment. According to one study,
almost all investment related agreements concluded by Japan, such as the TPP, include
provisions for an investor-state dispute settlement (ISDS)2 procedure.

Parliament's position
The European Parliament (EP) followed the scoping exercise and the negotiations closely
from the very outset. In May 2011, the European Parliament adopted a resolution on EU-
Japan trade relations. The EP stressed that it supports the idea of a free trade agreement
between the EU and Japan, and noted that Japanese commitments on the removal of
non-tariff barriers and obstacles to market access in public procurement are a
precondition for opening the negotiations. In June 2012, the European Parliament
adopted a resolution on EU trade negotiations with Japan. In this resolution, the EP
requested that the Council deny approval to launch the negotiations until the EP adopted
its position on the proposed negotiating mandate. In its resolution of October 2012, the
European Parliament concluded that the significant potential of the EU-Japanese
commercial relationship has remained unfulfilled, mainly due to the negative effects of
Japanese non-tariff barriers on market access opportunities for European businesses. The
EP called on the Council to authorise the Commission to open negotiations for the FTA,
based on the results of the scoping exercise and clear targets. Moreover, the Parliament
also presented a series of recommendations on the Commission's negotiating directives.
In April 2014, the European Parliament published a resolution including its
recommendation on the negotiations of the EU-Japan Strategic Partnership Agreement,
calling for the timely conclusion of the talks to provide a long-standing framework for a
stronger relationship between the two partners. A delegation of the European
Parliament's Committee on International Trade (INTA), headed by the INTA Committee
chair, Bernd Lange (S&D, Germany), visited Japan in November 2015. The members of
the delegation noted that a trade agreement could be hugely beneficial for both
economies.

The developments of the negotiations were followed closely by the INTA Committee. In
2016-2017, seven meetings were held between the Commission and the Japan FTA
Monitoring Group of the INTA Committee, and six meetings between the Commission
and the INTA Committee.

European Parliament President Antonio Tajani welcomed the adoption of the agreement in
principle, stressing that in addition to creating jobs and boosting growth, the agreement signalled
that the EU is an ambitious negotiator that sets high-level standards and norms in global trade.
Welcoming the agreement, Bernd Lange, chair of the INTA Committee pointed out that, regarding
protection of workers' rights and the environment, the final text has to meet the highest
standards, and that the right to regulate must be safeguarded in the agreement.
The agreement in principle met with mixed reactions from the political groups. Some groups
stressed that certain areas, such as public services, are insufficiently protected, or even
threatened. The lack of transparency in the negotiation process was also raised. Other groups
welcomed the agreement, pointing out the benefits in terms of job creation and economic
growth, but also called for the fulfilment of further conditions, such as the involvement of the
Parliament.

https://hermes-ir.lib.hit-u.ac.jp/rs/bitstream/10086/27744/1/HJlaw0440000190.pdf
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=P7-TA-2011-0225&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2012-246
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2012-398
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2014-0455
http://www.europarl.europa.eu/cmsdata/99410/Mission report.pdf
http://ec.europa.eu/trade/policy/in-focus/eu-japan-economic-partnership-agreement/meetings-and-documents/
http://www.europarl.europa.eu/the-president/en/newsroom/european-parliament-president-welcomes-breakthrough-in-eu-japan-trade-negotiations-32?webaction=view.acceptCookies
http://www.europarl.europa.eu/news/en/press-room/20170705IPR79035/inta-chair-and-ep-standing-rapporteur-welcome-eu-japan-agreement
https://www.euractiv.com/section/economy-jobs/news/eu-japan-pledge-to-tie-the-trade-knot-within-months/
http://www.eppgroup.eu/press-release/EU-Japan-trade-deal:-we-chose-free-trade-over-protectionism
http://www.socialistsanddemocrats.eu/newsroom/sds-welcome-political-agreement-eu-japan-trade-deal-set-out-clear-conditions-final-approval
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Advisory Committees
In October 2014, the European Economic and Social Committee (EESC) adopted an
opinion on the role of civil society in the EU-Japan FTA. The EESC was in favour of an EU-
Japan FTA, but stressed that the economic, social and environmental impact in Europe
should be assessed and that if needed, mitigating measures should be taken. It put
forward a series of recommendations, underlining for example the importance of
addressing non-tariff barriers to trade, and preserving environmental, social, health and
cultural standards. The EESC requested the inclusion of a chapter on trade and
sustainable development, to ensure a key monitoring role for civil society. It also
recommended that each partner should establish a domestic advisory group, and that a
joint consultative body should be set up in the framework of the agreement.

Preparation of the agreement
In 2009, Ecorys3 and the Swedish Board of Trade both produced economic studies
analysing the potential impact of trade liberalisation between the EU and Japan. The
Copenhagen Economics study assessing the trade and investment barriers between the
EU and Japan was undertaken for the European Commission and published in 2010. The
Commission presented an impact assessment report in 2012, in advance of the decision
to request a negotiating mandate for an FTA. The 2016 Trade SIA analyses the potential
economic, social, human rights and environmental impacts of the agreement.

Negotiation process and outcome
Negotiation process
It was agreed to begin preparations for both a bilateral trade agreement and a political
framework agreement at the 20th EU-Japan Summit in May 2011. To this end, a scoping
exercise4 was conducted to define the scope of coverage and the level of ambition of the
trade agreement. During the exercise, the parties established an ambitious negotiation
agenda. They also agreed on roadmaps for the removal, in the context of the
negotiations, of a number of non-tariff trade barriers, and on opening up the Japanese
rail and urban transport market to EU suppliers. The Japanese party accepted that tariffs
can be phased out only in parallel to the removal of regulatory barriers.

The scoping exercise concluded in May 2012, and the Commission asked the Council to
authorise the opening of the talks on the EU-Japan FTA the following July. The European
Parliament supported the opening of negotiations by adopting a resolution in
October 2012. Based on the negotiating directives adopted by the Council on
29 November 2012, the negotiations were officially launched in March 2013, and the first
round of negotiations was held in April 2013. In accordance with the negotiating
directives, the Commission reviewed the negotiation process one year after the
beginning of the negotiations. It was decided to continue the talks.

Since the launch of negotiations in 2013, 18 negotiating rounds have been held, the most
recent in April 2017. Despite significant progress in these rounds, there were several
sticking points, including trade in agricultural and processed agricultural products,
services, investment, public procurement, non-tariff measures and the protection of GIs.
In the past few months, the two negotiating teams were in regular contact, to allow
negotiations to proceed as quickly as possible, and several meetings at the political level
took place to clear the way for an agreement in principle between the EU and Japan.

On 6 July 2017, at the 24th EU-Japan Summit, leaders reached a political agreement in
principle both on the FTA and on the Strategic Partnership Agreement. On this occasion,

http://www.eesc.europa.eu/?i=portal.en.rex-opinions.30587
http://trade.ec.europa.eu/doclib/docs/2010/february/tradoc_145772.pdf
http://trade.ec.europa.eu/doclib/docs/2012/july/tradoc_149809.pdf
https://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/er/122305.pdf
http://trade.ec.europa.eu/doclib/docs/2012/june/tradoc_149531.pdf
http://europa.eu/rapid/press-release_SPEECH-12-562_en.htm?locale=en
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/EN/foraff/142542.pdf
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1124
http://europa.eu/rapid/press-release_IP-17-1902_en.htm
http://europa.eu/rapid/press-release_IP-17-1902_en.htm
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a joint summit statement was issued. The leaders of the EU and Japan stressed that the
agreement in principle sends a strong message against protectionism and further
promotes free trade.

The free trade agreement is being negotiated in parallel with the EU-Japan Strategic
Partnership Agreement, with the two creating a strengthened overall framework for
bilateral relations.

Scope of the negotiations
To accommodate the different interests, balanced compromises were required. For
example, agriculture was a contentious issue between the parties. The EU was ready to
consider options for the treatment of sensitive Japanese products, such as sugar and rice,
while striving for better market access for its products, for example wine and cheese. On
the other hand, Japan expected the EU to lower its tariffs in certain manufacturing
sectors, such as machinery and electronics, which are main export areas for Japan.

Following the announcement of the agreement in principle, negotiations on the
outstanding issues will continue. In some chapters, technical issues remain to be
resolved. In the case of other chapters, i.e. the chapters on regulatory cooperation and
investment protection, further discussions are needed to achieve a final text by the end
of 2017. Concerning the chapter on investment, the EU is pursuing the inclusion of the
Investment Court System (ICS). The outcome of the agreement in principle on the FTA

The outcome of the agreement in principle on the FTA
On 6 July 2017, the Commission published a document summarising the outcome of the
negotiations at the time of the agreement in principle. The Commission also published
the text of several chapters which are, in principle, agreed. However, the Commission
pointed out that as the negotiations are not yet concluded, the description of the results
achieved should be considered provisional.

Some of the main elements of the agreement in principle can be summarised as follows.
On entry into force of the agreement nearly all customs duties (91 % of EU exports to
Japan) paid by EU companies will be removed, but the level of liberalisation will rise to
99 % at the end of the staging period. All duties on industrial products will be fully
liberalised, with transitional periods. Over time, approximately 85 % of agri-food products
(in tariff lines) exported by the EU will enter Japan duty-free. In the case of the EU's major
agricultural exports, such as pork, duties will be eliminated or significantly reduced. For
beef, tariffs will be cut over time. As regards cheese exports, 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, while preferential
quotas will be introduced for other processed products, such as butter and whey. From
day one, tariffs on wine will also be eliminated. The agreement will also protect 205 GIs
on the Japanese market.

The EU will liberalise 75 % of its imports from Japan at the entry into force of the
agreement. Over a 15 year period, this will increase to close to 100 %. As regards the
automotive sector, a key exporting sector for Japan, once the transition periods expire,
markets will be opened. The phasing-out period is seven years for Japanese automobiles,
and in the case of car parts, this period varies from immediate tariff elimination to seven
years.

http://www.consilium.europa.eu/en/press/press-releases/2017/07/06-eu-japan-summit-statement/
http://www.fratinivergano.eu/en/issue-number-10-20th-may-2016/
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155693.doc.pdf
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1684
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1687
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The agreement also addresses non-tariff measures, for instance it ensures the full
alignment of the parties to the same international standards in the automobile sector. As
regards sanitary and phyto-sanitary (SPS) measures, the EU and Japan have agreed,
among other things, to simplify approval and clearance processes.

The agreement will create new opportunities in a range of sectors. For instance it will
make it easier for EU companies to provide services on the Japanese market, particularly
in sectors such as telecommunications, while safeguarding the right to protect public
services. Moreover, it will open up Japanese public procurement markets at local level,
guaranteeing non-discriminatory access for EU companies to government contracts in
48 large Japanese cities. The EU agreed to reciprocate by likely commitment at sub-
central level. The EU has also obtained greater access to railway procurement in Japan.

As regards data protection, the EU and Japan plan to complete a dialogue on reaching
'adequacy decision' by early 2018, to facilitate the transfers of personal data for
commercial exchange, while reinforcing the highest level for the protection of data. A
joint declaration on this issue was also published.

The changes the agreement would bring
The three independent studies analysing the potential impact of trade liberalisation
between the EU and Japan (by Ecorys and the Swedish Board of Trade in 2009, and by
Copenhagen Economics in 2010) suggest that the EU will not reap significant benefits
from the liberalisation of tariffs, even when it is coupled with modest NTM reduction.
Considerable benefits to the EU require significant NTM reductions in addition to
reductions in tariffs.

Trade and Sustainable Development (TSD) Chapter
Although the reference to the principle of sustainable development in the EU FTAs appeared in the
1990s, a separate TSD chapter addressing labour and environmental issues was included for the
first time in the EU-South Korea FTA which came into force in 2011. EU FTA law is evolving to
strengthen this chapter. For instance, while the early European Community (EC) agreements (such
as association agreements and FTAs) contained dialogue and cooperation-only provisions, under
the EU-Cariforum EPA an additional monitoring provision appeared for the first time. Later, the EU-
South Korea agreement introduced a two stage dispute settlement process: consultation, and
setting up a panel of experts to help to find a solution. In the meantime, the provisions on trade and
environment dialogue were also reinforced as fully fledged commitments. However, mainly due to
EU opposition, the chapter is not yet included under the scope of the state-to-state dispute
settlement mechanism, and there are no sanctions for violation of the rules. This aspect is one of
the grounds for strong criticism of the agreement. Other concerns are related, for instance, to the
selection process for civil society representatives taking part in the domestic advisory groups, and
to the enforceability of civil society representatives' comments, and of the panel of experts'
recommendations. In its resolution of October 2012, the European Parliament demanded that a
'robust and ambitious' chapter on sustainable development be included in the FTA. In answer to a
parliamentary question in August 2016, Trade Commissioner Cecilia Malmström confirmed the EU's
intention to conclude an ambitious TSD chapter in the EU-Japan FTA.
According to the documents published on 6 July 2017, the chapter dedicated to sustainable
development is in line with the level of ambition of other chapters included in recent EU trade
agreements. The chapter protects the EU's right to regulate and sets out the parties commitments
to effectively implement the obligations in the field of labour and environment. Japan has still to
ratify two of the ILO's core conventions and the chapter contains an obligation for Japan to make
progress towards ratification. The chapter also includes a specific commitment to the
implementation of the Paris climate agreement.

http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155716.pdf
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155719.pdf
http://europa.eu/rapid/press-release_STATEMENT-17-1917_en.htm
http://trade.ec.europa.eu/doclib/docs/2012/july/tradoc_149809.pdf
https://www.kluwerlawonline.com/document.php?id=LEIE2013016
http://www.europarl.europa.eu/sides/getAllAnswers.do?reference=E-2016-004424&language=EN
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155721.pdf
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155721.pdf
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The impact assessment report presented by the Commission in 2012 estimated that,
depending on the different FTA scenarios, EU exports to Japan would increase by
22.6 %-32.7 %, and Japanese exports to the EU would increase by 17.1-23.5 %. It predicted
GDP increases for the EU of 0.34 % to 1.9 %, again depending on the various FTA scenarios.

According to the Trade SIA of 2016, the EU-Japan Free Trade Agreement would generate
a larger aggregated GDP growth than that expected for the EU-Korea FTA. In the long
term, the FTA is expected to boost the EU economy by 0.76 % of GDP, under a
symmetrical scenario. In the EU, 55 % of all export gains would come from the food, feed
and processed food sector, while in Japan, 47 % of all export gains would be registered in
the motor vehicles sector. Export gains in the service sector are assessed at 5 % for the
EU and 1 % for Japan. With regard to the Member States, Denmark, France, Italy, the
Netherlands and Spain are currently amongst the largest exporters of food and feed to
Japan.

Several studies, including the 2012 European Centre for International Political Economy
(ECIPE) policy brief, underline the strategic importance of an FTA between the EU and
Japan, and of the TTIP between the EU and the USA. These agreements would provide
similar gains for the EU, having a macroeconomic impact ranging from 0.1 % to 2 % each

The most recent Commission estimates set out that overall EU exports to Japan could
increase by up to 24 %. For processed food products, the increase could be even more
significant; exports could rise by up to 180 %. For other sectors, such as chemicals and
machinery, major new opportunities can be expected (the predicted increase of exports
of chemicals is up to 22 %, and of electrical machinery up to 16 %). EU companies will
save up to €1 billion annually as a result of the removal of a vast majority of customs
duties.

Stakeholders' views
The idea of an EU-Japan FTA met with mixed reactions from industry. The EU-South Korea
FTA took effect in July 2011. Subsequently, there was a rapid increase in the number of
imported cars in the EU. Therefore, the European automobile industry, especially French
and Italian car manufacturers, feared a similar increase in the import of Japanese cars,
and were sceptical about easier access to the Japanese market for European businesses.
Other sectors, such as the agri-food, chemical, pharmaceutical and ICT (information and
communications technology) industries, supported the initiative to conclude the
agreement, considering it a key opportunity for market access and trade liberalisation.

In 2016, in a joint letter, major representatives of both European and Japanese businesses
called for the conclusion of the agreement as early as possible. The Japanese trade unions
and the European Trade Union Confederation (JTUC-RENGO and ETUC) published a joint
statement on the EU-Japan FTA, asking for a commitment from the EU and Japanese
negotiators to achieve an agreement that contributes to the creation of quality jobs, sets
up a monitoring mechanism, including social partners and civil society, and protects
workers.

In the process of finalising the European Commission's impact assessment report from
2012, the stakeholder input and feedback was also analysed and taken into account. The
2016 Trade Sustainability Impact Assessment contains a chapter on stakeholder
consultations. The European Economic and Social Committee was partly involved in
carrying out this extensive consultation, which was conducted at multiple levels.

http://www.ecipe.org/app/uploads/2014/12/PB201212.pdf
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155724.pdf
http://www.ictsd.org/bridges-news/bridges/news/brussels-seeks-to-launch-japan-trade-talks
http://www.ictsd.org/bridges-news/bridges/news/eu-ministers-give-go-ahead-for-launch-of-japan-trade-talks
http://www.fooddrinkeurope.eu/news/statement/eu-agri-food-chain-calls-for-an-imminent-launch-of-an-fta-with-japan/
http://www.cebre.cz/dokums_raw/2012_06_25_joint_cefic_jcia_statement_final.pdf
http://www.eurochambres.eu/custom/EU-Japan_Summit_-_Joint_statement_by_European_business.-2014-00372-01.pdf
http://www.keidanren.or.jp/en/policy/2016/076.html
https://www.etuc.org/sites/www.etuc.org/files/press-release/files/etuc_rengo_joint_statement_as_of_20151217en.pdf
https://www.etuc.org/sites/www.etuc.org/files/press-release/files/etuc_rengo_joint_statement_as_of_20151217en.pdf
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Following the announcement of the agreement in principle, BusinessEurope,
representing European national business federations, welcomed the deal, as did the
European Services Forum, the voice of European services sectors. Copa and Cogeca,
representing farmers and agri-cooperatives in the EU; CELCAA, an umbrella organisation
for EU organisations covering trade in agricultural products; and FoodDrinkEurope,
expressed the view that an ambitious trade deal will be beneficial for the European agri-
food chain. According to the press agency Agence Europe, the Greenpeace NGO was
critical about the agreement in principle, expressing concerns regarding transparency and
social and environmental protection.

Signature and ratification process
Once the negotiations are concluded and the final text adopted, 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. It is still not known whether the agreement
will be concluded as a mixed agreement, requiring that all Member States ratify at
national level, or as an exclusive EU agreement, for which EU level ratification will be
sufficient. This decision on the nature of the agreement will be influenced by the opinion
of the European Court of Justice on the allocation of competences between the EU and
the Member States, issued in relation to the EU-Singapore FTA.

The European Commission aims to complete legal revision and translation into all EU
official languages of the finalised text by mid-2018, with the expected entry into force of
the agreement planned for early 2019.

EP supporting analysis
E. D'Ambrogio, EU-Japan: forging strategic ties, EPRS, 2014.
J. Matthes, Towards a Free Trade Agreement with Japan? Policy Brief for the European
Parliament, Cologne Institute for Economic Research, 2012.
F. de Ville, J. Orbie, L. Van den Putte, TTIP and Labour Standards, Directorate-General for Internal
Policies, Study, 2016.
M. Armanoviča, Trade and economic relations with Japan: assessing the hurdles to the FTA,
Directorate-General for External Policies, Briefing, 2012.

Other sources
Impact assessment report on EU-Japan trade relations, European Commission, 2012.
Trade Sustainability Impact Assessment of the Free Trade Agreement between the European
Union and Japan, Final report, Directorate General for Trade, European Commission, 2016.
D. Wnukowski, EU-Japan Free Trade Agreement: Opportunities and Challenges for Businesses in
the CCE, The Polish Institute of International Affairs, 2015.
C.G. Alvstam, R. Nakamura, EU-Japan Free Trade agreement negotiations - Stuck between TPP
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Thammasat University, Bangkok, 2014.
EU-Japan EPA – The Agreement in Principle, European Commission, 2017.

https://www.businesseurope.eu/publications/eu-and-japan-taking-lead-trade-liberalisation
http://www.esf.be/new/esf-eu-trade-policy/bilateral-negotiations/eu-japan/
http://www.greenpeace.org/eu-unit/en/News/2017/EU-Japan-trade-deal-corporate-protectionism/
http://www.eprs.sso.ep.parl.union.eu/lis/lisrep/09-Briefings/2014/140801REV1-EU-Japan-forging-strategic-ties-FINAL.pdf
https://www.iwkoeln.de/en/studies/beitrag/juergen-matthes-towards-a-free-trade-agreement-with-japan-98778
https://www.iwkoeln.de/en/studies/beitrag/juergen-matthes-towards-a-free-trade-agreement-with-japan-98778
http://www.europarl.europa.eu/RegData/etudes/STUD/2016/578992/IPOL_STU(2016)578992_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/briefing_note/join/2012/491428/EXPO-INTA_SP(2012)491428_EN.pdf
http://trade.ec.europa.eu/doclib/docs/2012/july/tradoc_149809.pdf
http://www.tsia-eujapantrade.com/uploads/4/0/4/6/40469485/tsia_final_report.pdf
http://www.tsia-eujapantrade.com/uploads/4/0/4/6/40469485/tsia_final_report.pdf
https://www.pism.pl/files/?id_plik=19375
https://www.pism.pl/files/?id_plik=19375
http://www.gu.se/english/research/publication?publicationId=207839
http://www.gu.se/english/research/publication?publicationId=207839
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155693.doc.pdf
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Endnotes
1 '[All non-price and non-quantity restrictions on trade in goods and services. This includes border measures (customs

procedures etc.) as well as behind-the border measures flowing from domestic laws, regulations and practices)'
(Source: Assessment of barriers to trade and investment between the EU and Japan, Copenhagen Economics, 2009).

2 ISDS allows foreign investors and companies to bring governments to court inter alia for state actions that result in
direct or indirect expropriation of an investment.

3 Ecorys is an international company providing research, consultancy and management services. For more information,
see the Ecorys website.

4 'The scoping exercise is a series of informal dialogues with the other country (countries, if the agreement is inter-
regional) on the broad lines of what could be the content of the negotiations between the parties.' (Source: A guide
to: EU procedures for the conclusion of international trade agreements, EPRS, forthcoming).
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