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Introduction
• After President Trump’s withdrawal from TPP, Japan
led new negotiations on the Comprehensive and
Progressive Agreement for Trans-Pacific Partnership
(CPTPP or TPP-11), which was implemented on Dec.
30, 2018 by 6 countries
• While the Trump Administration has been targeting
China on trade issues, it also wants to forge favorable
bilateral trade agreements with Japan and the EU
under the threat of imposing auto tariffs
• The next step for Japan is to expand TPP-11
membership and come up with a productive trade
agreement with the US, while implementing the
Japan-EU EPA and concluding RCEP negotiations
• Where do we go from here?
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US bilateral trade balance, 2017
(Billion US$)
US Trade
Partner
World
China
EU
Mexico
Japan
Germany
Italy
India
Canada
ROK
Other

US Exports
US Imports
US Trade Balance
Goods Services G&S Goods Services G&S Goods Services G&S
1,551
781
2,332 2,362
538
2,900 -811
243
-568
131
56
187
506
18
524
-376
38
-337
211
155
367
345
122
467
-134
33
-101
243
33
277
320
26
346
-76
7
-69
69
46
115
138
33
171
-70
14
-56
53
32
85
118
35
153
-65
-3
-68
18
9
28
50
12
62
-32
-3
-35
25
23
48
49
29
77
-24
-6
-29
283
59
342
306
33
339
-23
26
3
49
23
72
72
11
83
-23
12
-10
540
385
925
625
269
895
-86
116
30

Source: Compiled by the author from trade data of the Bureau of Economic Analysis, US Department of
Commerce
https://www.bea.gov/iTable/iTable.cfm?reqid=62&step=1&isuri=1#reqid=62&step=2&isuri=1&6210=1
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Japan’s FTA strategy
 Maintain the rules-based, liberal and multilateral
world trading system under the WTO





Collaborate with the EU, other G7 & like-minded countries
Continue to try to persuade the US to return to supporting
the multilateral trading system
Pursue WTO reform with the US, EU and China to rebuild
a new system of trade and investment for the 21st century

 Convince China to return to reform and opening
and shift away from the "state capitalism" model to
a truly “market-oriented” development model
 Implement several mega-FTAs
TPP-11 implemented on 30 December 2018
 Japan-EU EPA to be in force in February 2019
 Reach an early agreement on RCEP in 2019
 Agree on a productive trade deal with the US
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Japan’s top-10 partners of international
tourism, trade and FDI
International tourism
Outbound
(2015)
US
China
ROK
Taiwan
Thailand
France
Singapore
Guam
Vietnam
Germany

Trade

FDI stock

Inbound
(2016)
China
ROK
Taiwan
Hong Kong
US
Thailand
Australia
Malaysia
Singapore
Philippines

Export
Import
Outward
Inward
(2016)
(2016)
(2016)
(2016)
US
China
USA
US
China
US
UK
France
ROK
Australia
China
Netherlands
Taiwan
ROK
Netherlands Singapore
Hong Kong
Taiwan
Australia
UK
Thailand
Germany
Thailand
Switzerland
Singapore
Thailand
Singapore Cayman Ids.
Germany Saudi Arabia
ROK
Hong Kong
Australia
Indonesia Cayman Ids.
Taiwan
UK
UAE
Hong Kong Luxembourg
ROK (11)
China (15)
Source: International tourism data are from the Japan National Tourism
Organization, trade data are from IMF, Direction of Trade Statistics, and FDI
stock data are from IMF, Coordinated Foreign Direct Investment Survey.
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Importance of TPP, Japan-EU EPA and
CJK FTA/RCEP
90
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EPAs

TPP

New trade coverage

Japan-EU

CJK

Trade coverage

Canada,
Colombia,
Turkey

RCEP

GCC

Cumulative trade coverage

Source: Author’s compilation using IMF, Direction of Trade Statistics

KPI:
• Achieving
the FTA
trade
coverage
of 70% by
2018
• This was
not
achieved
in 2018,
but
remains
important
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Strategic significance of TPP
TPP broadly agreed (Oct. 2015) and signed
(Feb. 2016)
TPP was a high-standard FTA between
developed and developing countries
• Intellectual property rights (IPR), competition policy,
provisions for level-playing field in the market where
SOEs have a significant presence, government
procurement, and environmental & labor standards

TPP was intended to put pressure on China so
the country can change to be a future member
• TPP had the potential to be a model for the 21st
century FTA, but Mr. Trump withdrew from TPP in
early 2017
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Significance of TPP-11
• TPP-11 launched by Australia, Canada, Japan,
Mexico, New Zealand, and Singapore in Dec. 2018
and joined by Vietnam (in mid-Jan.), and Brunei
Darussalam, Chile, and Peru are now going through
domestic procedures to ratify the agreement
• TPP-11 can be a model for the 21st century trade
and investment rules in the Asia-Pacific region, even
though 22 provisions and items (mostly related to
IPR, ISDS) are suspended
• If the US accepts the original TPP text, it can come
back to it without new negotiations and all the
suspended provisions will be restored
• There are still economic benefits to TPP-11, though
smaller than TPP with the US in
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Share of GDP in TPP members’ total GDP
Case of TPP12:
Including the US
60

Case of TPP11:
Excluding the US
50

60.3

45

(%)

50

44.7

(%)

40
35

40

30
25

30

16.7

20
17.7

1.0

0.7

0.7

2.9

5

0.6

0

2.7

2.5

1.8

1.7

1.6
Vietnam

1.1

New Zealand

10

Peru

5.4 4.6
1.2

11.5

Chile

6.6

10

13.7

15

Singapore

20

0.2
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Source: Computed from IMF, World Economic Outlook database, October 2016
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Suspended provisions & items under TPP-11
(1) Customs administration and trade facilitation: express shipments, (2)
Investment: agreement and authorization, (3) Cross-border trade in
services: express delivery services, (4) Financial services: minimum
standard of treatment, (5) Telecommunications: resolution of disputes, (6)
Government procurement (GP): conditions for participation, (7) GP: further
negotiations, (8) Intellectual property (IP): national treatment, (9) IP:
patentable subject matter, (10) IP: patent term adjustment for
20
unreasonable granting authority delays, (11) IP: patent adjustment for
suspended
unreasonable curtailment, (12) IP: protection of undisclosed test or other
provisions
data, (13) IP: biologics, (14) IP: term of protection for copy right and
related rights, (15) IP: technological protection measures, (16) IP: rights
management information, (17) IP: protection of encrypted programcarrying satellite and cable signals, (18) IP: legal remedies and safe
harbours, (19) Environment: conservation and trade, (20) Transparency
and anti-corruption: transparency and procedural fairness for
pharmaceutical products and medical devices
(1) Cross-border trade and investment non-conforming measures (early
2
opening of Brunei Darussalam’s coal sector)
suspended
(2) State-owned enterprises and designated monopolies non-conforming
items
measures (early elimination of favored policy for Malaysia’s petro SOE)
Source: Ministry of Foreign Affairs and Trade, Government of New Zealand, Text of the Agreement.
https://www.mfat.govt.nz/assets/CPTPP/CPTPP-Text-English.pdf
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Economic benefits of tariff reductions
under TPP12 and TPP11
(% change in real GDP)
Vietnam
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Source: Compiled by author from: Kawasaki, Kenichi, "Emergent Uncertainty in
Regional Integration: Economic Impacts of Alternative RTA Scenarios," GRIPS
Discussion Paper 16-28 (January 2017).
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Membership expansion for TPP-11
• Membership expansion can send a strong message
to the rest of the world about the importance of a
high-standard, rules-based liberal trading and
investment system
• Need to manage possible conflicts between original
TPP-11 members which have not ratified the
agreement and new potential members
• How high a standard should be maintained in terms
of market access provisions for new members?
• It may take a while to finalize TPP-11 negotiations:







Colombia: New government’s stance uncertain
Thailand, Indonesia: After general elections
Philippines:
Taiwan: Perhaps difficult given China’s possible reaction
UK: Prospects of Brexit uncertain
China, EU: A good idea to invite in the absence of the US?
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Prospects for RCEP
• RCEP: An ASEAN-centered FTA by the ASEAN+6




Not as ambitious as TPP in liberalization and rule-setting,
but includes both developed and developing countries,
allowing special and differential treatment for the latter
Focus on goods trade, services trade, investment, ecommerce, economic and technical cooperation,
intellectual property, competition policy

• Differences among major economies:






Japan wants to achieve a high degree of trade liberalization
and include a wide range of trade and investment rules (ecommerce, IPR, competition, etc)
China wants to achieve a moderate degree of trade
liberalization just as a few middle-income ASEAN countries
India is reluctant to accept even a moderate degree of
trade liberalization due to fear of being further exposed to
highly competitive Chinese products
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Economic benefits of tariff reductions
under RCEP
(% change in real GDP)
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Source: Compiled by author from: Kawasaki, Kenichi, "Emergent Uncertainty in
Regional Integration: Economic Impacts of Alternative RTA Scenarios," GRIPS
Discussion Paper 16-28 (January 2017).
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RCEP negotiations
• Of the 19 chapters, 7 chapters (SMEs, economic
and technical cooperation, customs procedures and
trade facilitation, government procurement,
institutional provisions, SPS measures, and
STRAACAP) have been basically agreed
• Difficult chapters are:





Trade in goods (market access)
Intellectual property
E-commerce

• Negotiation will likely be concluded in 2019




China’s softening position vis-a-vis Japan and Australia,
given the ongoing trade conflict with the US
India could be treated like CLMV and given a longer time to
achieve liberalization and adopt trade-investment rules, and
is expected to be more forthcoming after the general
election
15

Chapters

RCEP chapters, progress so far
Status

Chapter

3

4
5
6
7
8

9
10
11
12
13
14
15

16
17
18
19

Progressively eliminate tariffs over a reasonable period of time, and address non-tariff
barriers, on substantially all trade in goods

Status

Status

Under
negotiations
Under
Rules of origin (ROO) Determine which goods may and how these goods will avail of the preferential tariff treatment
negotiations
Customs procedures
Ensure predictability, consistency, and transparency in the application of customs laws and
Agreed
and trade facilitation
regulations, and promote efficient administration and expeditious clearance of goods
Apply SPS measures to protect food safety and health, make them as least trade restrictive
SPS measures
Agreed
as possible, and do not unjustifiably discriminate between members with similar conditions
STRACAP
Enhance the implementation of the WTO TBT Agreement and reinforce its principles
Agreed
Put in place relevant trade remedy provisions that would support trade liberalization and
Under
Trade remedies
adjustment objectives while preserving the principles under the WTO agreements
negotiations
Build on the services commitments in the WTO GATS and the ASEAN+1 FTAs with no a
Under
Trade in services
priori exclusion of any sector or mode of supply
negotiations
Support enhanced rules on financial regulation and promote greater transparency, while
Under
Financial services
providing sufficient policy and regulatory space to guard against risks of financial instability negotiations
Telecommunications
Provide a framework of rules which affirms the governments' rights to regulate while
Under
services
maintaining a reasonable and non-discriminatory telecommunications environment
negotiations
Movement of natural
Include commitments regarding the temporary entry and temporary stay of natural persons Under
persons (MNP)
between countries for the purposes of facilitating trade and investment
negotiations
Create an enabling investment environment in the region covering the four pillars of
Under
Investment
investments – protection, liberalization, promotion, and facilitation
negotiations
Promote competition in the market place through the adoption and maintenance of laws and Under
Competition
regulations, as well as through regional cooperation on competition laws and regulations
negotiations
Promote effective and adequate creation, utilization, protection and enforcement of IP rights, Under
Intellectual property (IP)
considering the differences in economic development, capacity and national legal systems negotiations
Electronic commerce Promote e-commerce among the countries, foster the wider use of e-commerce globally, and Under
(E-commerce)
enhance cooperation among the countries in developing the e-commerce ecosystem
negotiations
Small and medium
Enhance the capability of SMEs to participate and benefit from the opportunities, e.g. for
Agreed
enterprises (SME)
integrating into the regional and global supply chains
Economic and technical Complement existing economic partnerships in areas of mutual benefit and interests focusing
Agreed
cooperation
on the effective implementation and utilization of the RCEP Agreement
Government
Promote transparency of laws, regulations and procedures, and develop GP cooperation
Agreed
procurement (GP)
Provide an effective, efficient, and transparent process for consultations and settlement of
Under
Dispute settlement (DS)
16
disputes arising
negotiations
Institutional provisions
Agreed

1 Trade in goods
2

Content

Per capita GDP of RCEP members, 2016
(US$ at current prices)
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Source: Compiled by author from: IMF, World Economic Outlook database,
October 2017.
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Next likely steps
• As TPP-11 is in effect now, Japan and China will
have stronger incentives to conclude RCEP






Japan regards TPP-11 as a long-term benchmark for
RCEP
Given the ongoing trade conflict with the US, China has
an interest in a mega-FTA where it can play a major role
India will also play a more important role in Indo-Pacific’s
trade andinvestment

• After the completion of RCEP negotiations, Japan
and China can continue to negotiate on a CJK
FTA to achieve deeper liberalization and rulemaking, such as investment, services, and IPR
• Once the US returns to TPP, more serious
discussions on an FTAAP may begin
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Prospects of TAG/USJTA negotiation
• Japan’s focus on TAG (trade agreement on goods)
and US’ focus on US-Japan “trade agreement”
• Issues between the US and Japan






The US runs large trade deficits in automobiles, accounting
for 76% of total deficits with Japan in 2017
Focus on agricultural trade liberalization in Japan and
automobile sector promotion in the US
The US indicating a possible currency clause

• New NAFTA negotiation concluded




Bilateral negotiations with Mexico and with Canada
Higher ROO value added, a wage clause, quantitative limit
Currency clause

• Negotiations with the EU on a new trade agreement




Elimination of tariffs, NTBT and subsidies on manufacturing
products other than automobiles
US says it will also cover agricultural products while EU
does not want to do so
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US net exports vis-à-vis Japan,
2017 and 2018 (Q1-Q3)
(Million US$)

2018
(Q1-Q3)
-69,955 -50,935
11,548
9,622

2017
Goods total

Foods, feeds, and beverages
Industrial supplies and materials
Capital goods except automotive
Automotive vehicles, parts, and engines
Consumer goods except food and automotive
Other general merchandise

4,041

3,949

-29,499
-53,170
-1,442
-1,440

-23,068
-39,210
-1,456
-823

Source: Compiled by the author from trade data of the Bureau of Economic Analysis, US
Department of Commerce
https://www.bea.gov/iTable/iTable.cfm?reqid=62&step=1&isuri=1#reqid=62&step=2&isuri
=1&6210=1
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Key issues for TAG/USJTA
What needs to be avoided:
• Restrictive trade policies against Japanese auto
imports





An increase in tariffs on Japanese auto imports to the US
Setting a numerical limit on imports of Japanese autos
Setting a high ROO requirement for auto trade between the
US and Japan

• Currency clauses which may have implications for
monetary policy

Japan will be ready to:
• Accept a comprehensive FTA deal
• Import more shale gas
• Further open the agricultural market to the extent of
original TPP and Japan-EU EPA deals
• Invest more in auto plants in the US
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Conclusion
• US President Trump has been pursuing “America first”
trade policies and has shown much tougher stance
against China than against Canada, Mexico, the EU,
Japan
• The US, EU and Japan need to make concerted efforts
to convince China to pursue reforms for further market
opening, IPR protection, elimination of subsidies for
industrial policy, and SOE restructuring
• They also need to work with China for WTO reform
• Japan and other TPP-11 member countries will start
negotiations with new potential members, such as
Colombia, Thailand, Philippines, Indonesia, the UK, and
they may even consider forging a large FTA with the EU
• Japan and China will likely reach an early conclusion of
RCEP negotiations in 2019
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Conclusion (cont’d)
• Japan can contribute to the US economy by:






Keeping to try to convince the US that a free and
multilateral trading system is the best for the US, Japan,
Asia and the world
Purchasing more shale gas
Investing more in the auto and other key manufacturing
sectors in the US

• Japan and the US share common interests:





China’s return to reform and opening, and its change in
behavior in the South China Sea
Denuclearization of North Korea
Provision of economic substance for the “Free and Open
Indo-Pacific” initiative, working with India, Australia,
ASEAN and other regional players, such as through
“quality” infrastructure cooperation and trade &
investment
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WTO membership
China
Japan
Korea, Republic of
India
Australia
New Zealand
Cambodia
Brunei Darussalam
Indonesia
Lao PDR
Malaysia
Myanmar
Philippines
Singapore
Thailand
Vietnam
Chinese Taipei
Hong Kong SAR
Mongolia
Timor-Leste
Brazil
Russian Federation
South Africa
European Union
United States

WTO membership
11 December 2001
1 January 1995
1 January 1995
1 January 1995
1 January 1995
1 January 1995
13 October 2004
1 January 1995
1 January 1995
2 February 2013
1 January 1995
1 January 1995
1 January 1995
1 January 1995
1 January 1995
11 January 2007
1 January 2002
1 January 1995
29 January 1997
Observer
1 January 1995
22 August 2012
1 January 1995
1 January 1995
1 January 1995

(Date GATT signed)
-(10 September 1955)
(14 April 1967)
(8 July 1948)
(1 January 1948)
(30 July 1948)
-(9 December 1993)
(24 February 1950)
-(24 October 1957)
(29 July 1948)
(27 December 1979)
(20 August 1973)
(20 November 1982)
--(23 April 1986)
--(1 January 1948)
-(13 June 1948)
-(1 January 1948)

Source: WTO website: https://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm
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For more information:
Masahiro Kawai, PhD
ERINA
and
University of Tokyo
kawai.masahiro.19@erina.or.jp
mkawai@pp.u-tokyo.ac.jp

