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Current situation
eoLow economic growth
o Deflation

+Shortage of demand
+Sign of recovenyiiFaver "*'h)‘é\aﬁéa)f Abenomics?)

Structure Problems, 20 AL 23 DE 2013
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ment debt

+Closed economy




Challenge for achieving economic growth
elncrease productivity
+Increase economic interaction with growing Asia-

cr AN
Pacific Coun@%mana Lo ) Asia
Solution ?
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Japan’s Declining Population
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I1. High Economic Growth and Regional Economic
Integration in Asia-Pacific

Market-driven Regional Economic Integration

+High economic growth achieved by rapid
expansion of foreign trade and foreign direct
Investment (FDI)

o Advances in regioral aconomis ntegration

o Expansion of frade and.FDI mn machinery.sector
(electronic.machinery, transportation machinery)

eIncrease In parts and components trade

sFragmentation strategy by multinational
corporations: formation of regional production
networks (Supply-chain)

eLiberalization of trade and FDI policies -
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Trade Liberalization: Declining Tariff Rates (%)

Nor Non-
Primary ~ |Prmary  {Total Primary ~ |Prmary  |Total
products  [products  |products products  [products  |products
Chna 1992 35.1 40.6 40 4|Thailand 1989 30 39 385
2010 [5.6 8.7 06 2010 N8 8 9.9
[ndonesia 1989 182 19.2 19.2Astrata 1991 9.5 142 13.1
2010 84 b.b 0.8 N9 13 3 2.8
Japan 1988 83 33 2 US 1989 38 59 5.6
2010 173 25 44 2010 19 33 35
Korea 1988 193 18.6 18.6/Canada 1989 h.1 92 8.6
2010 48.5 6.6 121 2010 113 2.6 3.7
Malaysia 1988 10.9 149 14.5Mexico 1991 12 134 134
2009 10.9 7.6 8 2010 215 71 9
Philippines 1988 29.9 279 28.3|Chile 1992 11 11 11
2010 9.8 5.7 6.3 2010 4,38 491 485
Smeapore 1989 0.2 0.4 0.4|Colombia 1992 118 12 12
2010 0.2 0 0 2011 749 6.73 6.8
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Emergence of institution-driven regional economic integration

+ Rapid expansion of free trade agreements (FTAS) in East
Asia In the 215t century

o FTA (free trade agreement): free trade (elimination,
reduction of tariff and non-tariff barriers among FTA
members)

o In East Asia ASEAN. has.hecgome a Aub:of FTAS:
5 ASEAN+1 EJAshare ieen Implemented

eglzong term goal: Free Trade Area of Asia-Pacific (FLAAP)
APEC-wide FTA

¢ 2 major Initiatives have been negotiated: Trans-Pacific
Partnership (TPP), RCEP (ASEAN+6)

17



~ _FTAAP: Free Trade Area of the Asia-Pacific =~

[ Efforts under various frameworks
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http://www.ap-infra.org/cgi-local/inter/country_top.pl?fnm=chile-j.htm
http://www.ap-infra.org/cgi-local/inter/country_top.pl?fnm=brunei-j.htm
http://www.ap-infra.org/cgi-local/inter/country_top.pl?fnm=nzland-j.htm
http://www.ap-infra.org/cgi-local/inter/country_top.pl?fnm=singa-j.htm
http://www.ap-infra.org/cgi-local/inter/country_top.pl?fnm=usa-j.htm

TPP vs. RCEP

Positions in FTAAP

o FTAAP: Long-term goal of regional economic
Integration in Asia-Pacific

¢ TPP and RCEP are both pathways to FTAAP

¢ TPP and RCEP should be cemplementary

Issue Coverage

o TPP:. comprehemstVe coverage. not onIy market access,
services, and investment but also fabor, environment, and
cross-cutting “horizontai 1ssues” sucn as regulatory
coherence, competitiveness and business facilitation,
development and Small and Medium Enterprises (SMESs)

+ RCEP: limited coverage, trade in goods, trade In
services, investment, economic and technical
cooperation, intellectual property, competition, dispute
settlement, other areas 0




Objectives

o TPP: To establish a high standard, regional
agreement that addresses new and emerging Issues,
Incorporates new elements reflecting our values and
priorities, and responds to the 21st century
challenges our citizens face. (USTR website)

+RCEP: To supportane to.contiibigte to economic
Integration, eqtitable gconomic development, and
strengthening.economic cooperation among the
participating countries (Guiding Principles and
Objectives)

20



Some Comparisons

Level of trade and FDI liberalization:

¢ TPP: high

oRCEP: ?

Mode of Agreement

+ TPP: Single undsatiaktag

+RCEP; StepwrtSE, gradual (?7)
Developing.and.l.east-developed.countries

+ TPP: Capacity building, staging of commitments

+RCEP: Flexibility, special and differential
treatment
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S
Expected Impacts of FTAS

¢ Trade and FDI expansion between and
among FTA members

¢ Economicqgrowth

AGOS>TO 20 AL 23 DE 2013

e
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[11. Japan’s New Trade Policy In Asia-Pacific

o Comprehensive Economic Partnership
Agreement (EPA) including trade and FDI
liberalization, facilitation, economic cooperation

o EXxport infrastructure such as transportation
system and<water supply system: including hard
and soft infrasteuckere —=

s1EXport agricultural products

¢ Attracting foreign direct investment inflows and
high skilled personnel

¢ Attracting foreign tourists
¢ elC.
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Abenomics: Abe Economics

Three Arrows Strateqgy

+1) Aggressive monetary policy: radical quantity
easing, Inflation targeting

+2) Flexible fiscal spendlng Iarge scale public
works

+3) Growth stfategy (Japan Rewtallzatlon
Strategydune 14, 2013): (1) industry
revitalization plan, (2) strategic market creation

plan, (3) strategy of global outreach (FETAs, TPP,
RCEP)
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Current Status of Japan’s FTAS
eoEnacted relatively a Iarge number of FTAS, but

oL OW country-covera e N terms of trade: FTA
cimnail L 51a
coverage rati

f elimi

23 DE. 2013
ower than 90




Japan’s FTAs (as of August 2013)

Start of Signing of Enactment
Partners negotiation |FTAs of FTAs
In action Singapore Jan 2001 Jan 2002 Nov 2002
Mexico Nov 2002 Sep 2004 Mar 2005
Malaysia Jan 2004 Dec 2005 Jul 2006
Chile Feb 2006 Mar 2007 Sep 2007
Thailand Feb 2004 Apr 2007 Nov 2007
Indonesia Jul 2005 Aug 2007 Jul 2008
Brunei Jun 2006 Jun 2007 Jul 2008
ASEAN Apt 2005 Apy 2008 Dec 2008
Phifippires ® |Fed 20084 Se'p 2006 Dec 2008
Swdizterland™“IMay 2007 Feb 2009 Sep 2009
Vietnam Jan 2007 Dec 2008 Oct 2009
India Jan/2007 Feb-2011 Aug 2011
Peru May 2009 May 2011 Mar 2012
Under Korea™ Dec 2003
negotiation GCC Sep 2006
Australia Apr 2007
Mongolia Jun 2012
Canada Nov 2012
Colombia Dec 2012
CJK Mar 2013
EU Apr 2013
RCEP May 2013
TPP Jul 2013

Notes: *FTA negotiations with Korea have been suspended.
For the TPP, the date of Japan's entry to negotiations
Source: Ministry of Foreign Affairs
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e
Motives
+ Expand export market for Japanese firms

¢ Improve investment environment for
Japanese firms

+ Obtain energy and natural resources
o Promote stryeturalraf@rmifapan

mﬁm b good relation
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R
FTA Coverage Ratios:

Proportion of trade with FTA partners in total trade (%),
FTA (July, 2012), Trade data (2011) Source: JETRO
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FTA Trade Liberalization Ratio (%)

Japan-Philippines FTA Australia-US FTA
Japan 88.4 Australi 100
Japan-Malaysia FTA A=\ US 99
Jéemasﬁa E ._‘SA&,EB\
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e
Impacts of TPP on Japanese Economy (GDP)

¢ Japan’s Cabinet Office:
0.66% (TPP 12 countries)

¢ Petri, Plumgr (2012 -
47 oralidrs)

and Zhak
AG .,Z(ER@}EFI? DE 2 013

\ Quantitative Assessment,
Petersons Institute of International Economics



Economic Obstacles to FTAs, TPP

Opposition from the agriculture sector

¢ Decline in already low self-sufﬁmency In food
supply

31






V. Japan-Colombia Bilateral Economic Relations

+ Bilateral trade has not been growing fast (for
2011, 0.9 percent of Colombia’s exports, 2.6
percent of Colombia’s imports): Challenge,
establish Japan-Colombia FTA.

¢ Japan’s FDHR Gelgrmidia hagXoepn rather
limited (0.3-percefit of total cumulative FDI
Inflows from 1994 to 2011)

+ Challenge, Increase in human exchange at
various levels such as college student, which
would promote bilateral economic relations
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V. Concluding Remarks

o Faced with many difficult challenges, Japan has to open up
Its economy and carry out structural reforms, in order to
achieve economic growth or to maintain high living
standard, to contribute to econamic growth in Asia-Pacific

and in the world: |

o WTO liberalization being stalled, free.trade agreements
(FTAS) are second-best solution for promotion of trade,and
FDI

¢ Japan can gain a lot from FTAs not only in East Asia but
also with countries in other parts of the world such as the
US, the EU, and Latin American countries
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o Japan should play active roles in establishing region-
wide FTAs: TPP, RCEP by liberalizing its market

o Then expand these FTAs by merging with other
FTAs, leading to global trade liberalization

o FTAs (particularly TPP) face opposition from the
agriculture sector

¢ Various measures mcludmg gradual phase I
liberalization, and temporary assistance (Safetyinet)
to negatively affected workers can moderate the
negative impacts during the process of transition

+ Need strong political leadership to promote FTAS,
particularly TPP
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