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1. Introduction 

 

Until recently, the prospects of furthering the liberalization of the global trade system seemed somber. 

As WTO-negotiations have limped on for the past two decades, observers concluded that the 

momentum behind those negotiations has dried up, together with the enthusiasm for globalization. 

The gnawing sense of stagnation vis-à-vis the increasingly deadlocked negotiations seemed to reach 

its apogee with Britain’s and America’s decision, to turn away from significant regional trade projects. 

The two nations that had shaped the liberal world order for the past decades almost seemed to throw 

in the towel.  

 

So, until a few months ago, sketching the ideal future trading system would have seemed like drawing 

up a rather utopian vision. Since then, however, Japan and Europe stepped up and filled the void by 

demonstrating the political will and focus that is necessary to conclude a far reaching and meaningful 

bilateral trade pact. The sweeping free-trade deal is set to cover more than a quarter of global economic 

output and would abolish trade barriers for nearly all goods. It will be argued in this essay that such 

trade agreements can become building blocks for the future multilateral trade system and that the 

thrust and dynamism behind their conclusion can spur a new round of bilateral free trade and 

cooperation agreements that could eventually lead to an improved multilateral trade regime.  

 

2. The case for pursuing meaningful regional and bilateral trade agreements 

 

The general case for free trade becomes apparent, when comparing insulated economies with largely 

open nations. The absence of free trade has – almost invariably - bred complacency among the 

domestic producers, stifled innovation and led to an overall decay that not only affected the economy 

but also reduced the welfare and well-being of the broader population. The empirical evidence is so 

broad and unambiguous that the benefits of free trade are generally recognized. Even sceptical 

politicians or interest groups that seek protection will emphasize their general support for liberal trade 

policies and claim to seek mere improvements.  

In spite of these public pledges, there is always a temptation for the administration to restrict market 

access to certain sectors, in order to avoid politically unpopular insolvencies, protests or lay-offs. This 

could, in turn, lead to retaliatory measures by trading partners. The period between the two world 



wars witnessed a global trade war that was fuelled by a spiral of retaliatory measures and led to a 

contraction of global growth and exacerbated the Great Depression. To avoid such a descent into a 

global trade war, the founding members of the General Agreement on Tariffs and Trade (GATT), 

agreed on a rules-based multilateral trading system.  

 

(i) First-best solution: Multilateral agreement  

In order to withstand the siren calls of protectionist lobbies, the national governments have – like 

Ulysses – consciously bound themselves, by establishing hard legal constraints on their ability to 

enact unilateral trade policy measures. While the multilaterally agreed rules assure a level playing 

field for all the countries, they also established a system in which tariff rates are reciprocally capped. 

With the most-favored-nation (MFN) principle, the WTO’s members are obliged to treat all other 

members equally. Countries cannot discriminate between their trading partners. This further  reduces 

the scope for arbitrary decisions and propagates trade liberalization.  

 

Progress in the multilateral trade talks would thus be the first best solution, as it would guarantee non-

discriminatory market access for all the WTO members and lead to a level playing field. T he failure 

to conclude the Doha round, however, exposed the ever growing difficulties wi th this multilateral 

approach. As the number of members has multiplied from 23 in the 1940s to nowadays 164, and as 

the membership grew ever more heterogeneous, so have the differences. During the last WTO trade 

talks, the differences could no longer be bridged. This was due to a variety of reasons and blame has 

been shifted between the different parties that have been involved. Whatever the reasons for the 

deadlock, we have to acknowledge that sadly, the “reality of international trade policy -making” is, 

that the multilateral WTO negotiations “are dead”.1 Other alternatives for furthering the liberalization 

of global trade and eased reciprocal market access should thus be pulled into the limelight.  

 

(ii) Second-best solution: Going for meaningful bilateral and regional trade pacts 

That does not mean that the multilateral trading system should be discarded. On the contrary, it 

provides institutionalized and accepted safeguards against protectionist gambits. But pushing for 

global economic integration through multilateral fora has high opportunity costs. Given the intractable 

situation and in light of the limited political resources and negotiating capacity, it should be considered, 

channelling the political energy towards other, more effective alternatives. Here i t will be argued that 

bilateral agreements and regional trade pacts could be such an alternative.  

 

Critics of that approach have pointed out that the profusion of shallow agreements are rather stumbling 

blocks for true trade liberalisation, as they divert attention away from the WTO trade talks, whilst 

                                                   

1See De Bièvre & Poletti (2016) “Why the Transatlantic Trade and Investment Partnership is not (so) new, and 

why it is also not (so) bad,” Journal of European Public Policy. 



offering little genuine trade liberalisation themselves. This raises the question, how the bilateral and 

regional agreements should be conceived so that they become building blocks for a healthy 

multilateral trading system.  

 

Agreements should be designed in such a way that they lubricate the ties to the entire global economy. 

That means that their provisions should be open for other countries to join. The attractiveness and 

traction of a free trade area, meanwhile, would crucially hinge on whether the agreement delivers 

genuine and tangible liberalisation. They would only make economic sense, if the agreement were to 

go beyond the countries’ WTO provisions. That means that the tariff reduction should envisage a 

comprehensive sectoral coverage and should not carve out insulated niches for politically sensitive 

sectors. The ultimate goal should be to achieve zero tariffs and quotas on bilateral trade between the 

negotiating partners. Strong, clean trade pacts between big economic powers would probably entice 

other countries to join the agreement. Of course, other nations could respond by creating rivalling 

regional trade agreements, in order to counter the discriminatory effects and possible trade diversions. 

But if the trade agreements are concluded between countries that are important export destinations – 

as can be assumed for Europe, the US and Japan – most trading nations can be expected to shun a 

confrontational approach and instead opt for participating in the agreements.   

 

So, it can be reasonably hoped that sincere negotiations between the big trading nations might spur a 

renewed interest in either the conclusion of the WTO trade talks or that countries might join such 

initiatives. One would thus have to craft bilateral or regional free trade arrangements that would be 

attractive for other nations to join or whose provisions could be disseminated, by allowing other 

nations to use it as a blueprint in their own negotiations.  

 

Most WTO members and members of the global trading system have already adjusted their approach 

and shifted towards negotiating bilateral or regional trade agreements. The pursuit of market access 

through bilateral agreements has thus become a reality and in the face of the deadlock in the 

multilateral trade talks, it has also become a necessity.  

 

3.  Reviewing the EU’s and Japan’s bilateral trade policies  

 

Both the EU and Japan had been one of the last economic powers that had held out against starting to 

negotiate bilateral agreements. They had always preferred the non-discriminatory WTO-avenue.2 

Starting in the mid-2000s, however, the EU and Japan resolved to negotiate agreements with 

economically significant parties that would aim at covering a wide amount of goods and would have 

an ambitious regulatory agenda. According to an EU official, the recent free trade projects were 

motivated by the notion that they could entice other countries “to come back to the table in Geneva 

                                                   
2 Sally, Razeen “Trade Policy, New Century: The WTO, FTAs and Asia Rising,” The Institute of Economic Affairs. 



(home to the WTO)”.3  Both Japan and the EU thus started their bilateral trade strategy with the best 

of intentions. 

 

The planned arrangements fulfilled all the criteria for becoming building blocks for a more open 

multilateral trading system. The pillars of their respective strategies,  the Trans-Pacific Partnership 

(TPP) and the Transatlantic Trade and Investment Partnership (TTIP) were comprehensive, as they 

sought to cut most of the remaining tariff rates, they included riders for the opening of the government 

procurement practices, they went for mutual recognition agreements on standards and professional 

qualifications, included mechanisms for intensive regulatory cooperation and would have stiffened 

competition rules. Some of those agreements would have automatically benefited all pa rticipants of 

the world markets, by – for instance - reducing the scope for unfair subsidizing practices. Lastly, the 

agreements would have been underpinned by strong dispute settlement mechanisms.  

 

But these deep and ambitious agreements between major economic powers were no longer “just 

another small Preferential Trade Agreement”.4 With wide sectoral coverage, deep tariff cuts and by 

tackling regulatory trade barriers, the agreements were bound to engender opposition by businesses. 

Furthermore, they also garnered a lot of headlines and were pulled into the spotlight of the political 

debate and therefore increased the need for public legitimation.  

 

Until the EU-Japan coup, both the EU and Japan had not quite lived up to the expectations. The EU 

only managed to conclude agreements with Singapore, South Korea and Vietnam. Young & Peterson 

therefore commented that “the ambitions” of its Global Europe program “exceeded results by some 

considerable margin” 5 . While the Japanese government had set the goal that 70 percent of the 

country’s total trade ought to be covered by free trade pacts by 2018, they have to date only reached 

a coverage of a little over 20 percent.6  

 

This begs the question, why – especially the EU – failed until recently to secure meaningful trade 

agreements with big economic powers. To answer this question, the next chapter will review the 

negotiations and contrast the EU-Japan negotiations with other agreements and elaborate on the 

reasons, as to why the former have been successfully concluded, while the other negotiations have 

either hit a deadlock, or were aborted.  

 

                                                   
3 An EU official quoted by Young & Peterson (2014) “Parochial Global Europe21st Century Trade Politics,” 

Oxford University Press. 

4 De Bièvre & Poletti (2016) “Why the Transatlantic Trade and Investment Partnership is not (so) new, and why 

it is also not (so) bad,” Journal of European Public Policy. 

5 Young & Peterson (2014) “Parochial Global Europe: 21st Century Trade Politics,” Oxford University Press. 

6 “Japan lags behind on free trade, despite EU partnership,” Nikkei Asian Review, 13. August 2017. 



Lessons from the Japan-EU negotiations 

 

The comparison of the wavering negotiations over TTIP and CETA (the EU-Canada deal) on the one 

hand and over the energetic conclusion of JEFTA on the other hand shows that ambitious bilateral 

negotiations between economic powers require a sense of purpose by the two negotiating parties. 

Otherwise, they start to lurch in the negotiations and might fall prey to either special interests or the y 

are captured by the narrow perspective of NGOs. This was observed in the case of the TTIP and CETA 

agreement, where some national governments only gave their weak and inconsistent backing to the 

trade pact and sought to placate the protests of some segments of the population, by either avoiding 

the topic or by only making a half-hearted case for the agreements. The backing of some European 

national governments was – at best – weak.7  

After seven years of protracted negotiations, some national and regional  parliaments even threatened 

to block the deal. The EU Commission and the Canadian government thus had to scramble to save the 

pact. By wavering, the national governments had allowed that a pact with a country such as Canada – 

which shares European values and high regulatory standards - had been brought into discredit by 

protestors and damaged by national and regional parliaments.  

 

This stands in sharp contrast to the swift conclusion of the EU-Japan agreement. With single-minded 

determinedness, the EU and the Japanese government worked on hammering out the details, in order 

to reach an agreement, within a short timeframe. Here, the EU enjoyed the relatively unhampered 

support of the national governments. On the Japanese side, the agreement was actively pro moted by 

Prime Minister Shinzō Abe, who publicly praised its benefits.  

With this new sense of purpose, the ranking politicians formulated a clear deadline, they allowed their 

senior staff to craft a practical framework for a deal and they created a sense of urgency. For the last 

push in the negotiations, the EU’s chief negotiator was sent to Tokyo with the warning of the EU’s 

commissioner for trade “to not come home until it’s done”.8 In the very final stages, the two sides 

met on a ministerial level, to resolve the thorniest issues in face-to-face meetings. These meetings 

were staged as a big political offensive, with the goal of displaying resolve and political will. During 

that last thrust and with sufficient political backing, the chief negotiators opened up to reciprocal 

concessions. The paralysation had given way to the political will on agreeing on a meaningful trade 

pact.  

 

Lesson 1: Craft coalitions of interest groups 

 

In order to secure ambitious bilateral trade agreements with strong economic partners, national 
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administrations will invariably have to set the agenda. The political and bureaucratic attention should 

not be diverted by special interests. Ideally a national administration should aim at crafting a robust 

coalition of interest groups that is in favor of the free trade agreement in question. This would be 

helpful to fend off strong protectionist opposition.   

The most effective way of gaining the support of domestic industries would be a guarantee for market 

access.9 In the JEFTA negotiations, Europe and Japan mobilized domestic business support for their 

free trade project, by offering increased market access to their respective industries. The EU projected 

a vast increase in the value of exported agricultural goods, while the Japanese administration 

advertised the very likely increase in the export of cars and car components. Naturally both sectors 

have been - and continue to be - the most fervent supporters of the agreement.  

 

Other than the classical argument over reciprocal market access, the national administrations should 

also leverage the fact that the establishment of global value chains has made it practically impossible 

for some countries to simply retreat from the global markets. Almost every product has a production 

process that spans the globe. The travels of a simple t-shirt from a Texan cotton farm, to sewers in 

Vietnam or Bangladesh has been ably described by Pietra Rivoli in her book “The Travels  of a T-

Shirt”.10 A car assembled in England will probably be equipped with electronic control units from 

Romania, a German engine and Polish shock absorbers, only to be re-exported to continental Europe.11  

 

Some authors have assembled broad evidence that the integration into the global value chains has 

prompted firms or industries to actively support the conclusion of trade agreements. 12 This fact could 

be used by the national administration to further bolster a free trade coalition and to gain broad -based 

business support. The governments could for instance depict the opening of the economy as part of a 

wider economic strategy. Politics could show that opening the economy would benefit every industry's 

productivity and profitability, including those sectors that are vehemently opposed to such agreements. 

As the JEFTA negotiations were – at its core – about Japan opening up its agricultural markets in 

return for Europe dropping tariffs on Japanese cars, the EU and Japanese side could have formulated 

arguments, according to which, these sectors would actually benefit from trade liberalization.  

                                                   
9 Young, Alasdair R. (2016: “Not your parents' trade politics: the Transatlantic Trade and Investment Partnership 

negotiations,” Review of International Political Economy) shows that the classical argument over market access 
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10 Rivoli, Pietra “The Travels of a T-Shirt in the Global Economy: An Economist Examines the Markets, Power, 

and Politics of World Trade,” Wiley. 

11 “Brexit triggers a great car parts race for UK auto industry,” Financial Times, 30. July 2017. 

12 See for example: Lanz & Miroudot (2011) “Intra-Firm Trade Patterns, Determinants and Policy Implications,” 

OECD Trade Policy Papers; Rothacher, Jan-Ulrich (2016) “The ambivalent influence of the domestic industries 

on India’s meandering foreign economic policies,” India Review; Eckhardt, Jappe (2013) “EU unilateral trade 

policy-making: What role for import-dependent firms?,” Journal of Common Market Studies.  



 

The Japanese farmers would for instance greatly benefit from increased competitive pressure on the 

manufacturers of agricultural chemicals. The Ministry for Agriculture has shown that the prices for 

these goods are much higher in Japan than elsewhere. 13 Opening these markets could lead to a 

rationalization of the sales process – that currently involves many middlemen – it could introduce new 

and cheaper substances, like generic farming chemicals, and loosen the market domination by the 

major manufacturers. This would meet the demands of the Japan Agricultural Corporations 

Association that has complained that prices for the chemical goods and machinery are two to three 

times higher than in neighbouring South Korea.14 The very same association had also staged rallies 

against the proposed Japan-EU FTA. 

 

In coordinating their efforts with the domestic business interests, the government could thus clarify 

and show to what extent the industries would actually benefit from free trade. By increasing market 

competition in the intermediate product segment segments, prices would fall and increase the farmers’ 

competitiveness, productivity and profitability. This would blunt the agricul tural associations' 

opposition to trade pacts. 

 

Lesson 2: Convince the public 

 

Advocating free trade politics is often considered political difficulty. While the opponents are vocal, 

the majority of people, who would benefit from freer trade, remain silent and are assumed to only 

dimly realize the benefits – if at all. When considering public surveys, however, one can see that the 

broad majority of respondents actually favour free trade. In Europe, a broad and stable majority of 

three quarters of the population support the notion of free trade in general and even supported growing 

trade activities between Europe and the US.15 This sanguine attitude only started to turn, when civil 

society groups and NGOs launched fierce rallies against deep trade agreements l ike TTIP. Ranking 

politicians tried to abate their criticism, by also voicing concerns over the trade pacts, thus reinforcing 

doubts. Consequently, public support for the trade agreements dipped.  

 

During the EU-Japan trade deal, the responsible officials did not allow special interest groups to derail 

the negotiations. When environmental activists, like Greenpeace or Attac characterized the deal as “a 

huge transfer of power from people to big business,” trade commissioner Cecilia Malmström dispelled 

such concerns and pointed out that such organizations would be opposed to “any trade agreement”. 16 

This shows that politicians will also have to publicly defend public policies and need to communicate 

                                                   
13 “Japan govt seeks more vigorous competition to lower agrochemical prices,” AgroNews, 9. September 2016. 

14 “Fate of EU trade deal hangs on Japan’s elderly farmers,” Politico, 26. January 2017. 

15 See for example: “Eurobarometer: Strong public support for Commission's political priorities,” Spring 2016. 

16 “Malmström clashes with Greenpeace over EU-Japan deal’s ‘green’ credentials,” EurActiv, 26. June 2017. 
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clearly on these matters and show that fostering free trade can make it more – not less – protective for 

the ordinary people. While they must debunk unfounded criticism, politicians should consider allaying 

fears over a potential erosion in labour standards or concerns with labour rights. This could be done 

by including trade union participation in civil society dialogue, as has been done in the EU–South 

Korea agreement, which consequently received the support of the EU's main trade union (ETUC). 17  

 

More importantly, it should be recognized that free trade will hurt some industries and might have a 

negative impact on entire regions. The frustration in post-industrial cities and regions in Europe and 

across the Atlantic has fuelled an anti-globalisation drive, whose consequences are still not 

foreseeable. The negative effects of trade should therefore not be neglected and spur a search for 

alternatives. Here there are no easy answers. But what history has shown time and time again is that 

efforts aimed at preserving some industries by either dispensing subsidies or by shielding them from 

overseas competition, have only temporarily halted the inevitable economic restructuring process. 

Therefore, national governments would always risk to waste resources without putting  the industries 

on a more viable footing.  

 

The sight of crumbling steel or mill towns is indeed worrying and has severely hurt the local 

population. When a large local employer shuts down due to its uncompetitiveness, things are bound 

to get worse before they get better. But this transition should maybe be seen in a more optimistic light, 

as has been aptly described by Pietra Rivoli. She argues that “a padlocked cotton mill is also a sign 

that the economies, and the workers, by losing the race to the bottom, have emerged as victors”.18  

 

The loss in the race to the bottom results from the fact that workers have “priced themselves out of 

work in sweatshops”. She interprets the opening to globalization and the ensuing restructuring process 

as a chance for the economy and the workers to urbanize, to move up the value chain and to diversify. 

Opening to trade would thus provide more fulfilling job opportunities.  

 

This would necessitate the pursuit of a two-pronged approach. The conclusion of deep and meaningful 

trade agreements are a prerequisite for generating better job opportunities that - in the long run - 

increase the well-being of the workers. But, this would have to be accompanied by decisive 

educational efforts that aim at addressing potential educational lags within the workforce and to  equip 

the population with the right skillset. The upgrading of the workers' skills or their retraining is crucial 

anyway, as mechanization and technological progress already have a profound effect on the workforce, 

by demanding an ever increasing skillset. In the end, opening to trade and to accompany that with re-
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education efforts will be the only way to protect workers from the negative effects of globalization, 

as they improve the countries’ competitiveness and  increase the number of good-paying jobs. 

 

4. Conclusion 

 

The ideal future trading system would - beyond refute - be a discriminatory-free multilateral rules-

based trading system with no quotas and tariffs. This would yield huge efficiency and welfare gains. 

Due to the gaping divide in the preferences of its very heterogeneous membership, however, it is very 

likely that the stalemate in the WTO trade talks will persist. Some members are simply not prepared 

to engage in sincere negotiations. 

 

But it is argued that significant trade agreements with plenty of economic rewards could jolt the 

multilateral trade policy-making out of decades of stasis. If the trade agreements yield sufficient 

economic rewards and promote economic growth, it could be expected that others would follow 

voluntarily, by (i) either renewing their interest in the multilateral trade talks, or by (ii) enticing them 

to join the agreement. Deeper economic integration should thus first be pursued bilaterally through 

deep and sturdy free trade arrangements.  

 

Covering more than a quarter of the world’s GDP, the Japan-EU agreement would be ideally placed 

to become a motor for future deeper economic integration, by generating knock-effects for other 

countries. As a clean and - hopefully strong - agreement that would fully liberalize the trade of 

industrialized goods and agrees on a mutual acceptance of regulatory standards, it could also serve as 

a blueprint for future agreements - that could essentially be copied and pasted.  

 

The EU and Japan also showed how such a deep agreement can be concluded against the 

opposition of disaffected businesses or protests by civil society organizations, by formulating 

a coherent policy strategy and by either incorporating the lobbying efforts of specific segments 

or by dispelling them. Through these decisive actions, they averted to stumble during the 

negotiations.  

 

It can be hoped that such agreements will propagate. The repercussions of the pact are already 

felt, as some countries are now scrambling to get in as well. In the immediate aftermath of the 

agreement, Britain was reported to have sought to copy and paste the agreement, to avoid getting 

left behind. 19  Other agreements with the EU have become likelier, as regions, like Latin 

America and the remaining countries from Asia-Pacific, such as Australia and New Zealand, 

are reported to feel left out of the deep new generation trade pacts that are being conclud ed. In 

those negotiations, the EU is leveraging the economic partnership agreement it struck with 

                                                   
19 “UK wants to copy and paste EU trade deals after Brexit” Politico, 30. August 2017. 



Japan this summer, while Japan pushes ahead with the TPP negotiations. 20 

 

If these new trade agreements are finally concluded, they will stand in stark and pl easant 

contrast to the chaos that can ensue, if countries try to shun globalization, by retreating from 

integration projects. Sooner or later this will generate sufficient impetus to restart the WTO 

negotiations. 
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