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in it with the same status as EU members.94 
The REACH regulation, which was put into force in 2007, obligates companies manufacturing or 

importing chemicals into the EU to submit a registration dossier to the European Chemicals Agency 
(ECHA) before releasing the chemicals in the EU market. 

Since the introduction of this system, companies in EU countries have handled the burdensome 
procedures required by the REACH regulation. If the United Kingdom becomes a non-EU member 
country, U.K. companies will need to comply not only with the REACH regulation but also with the 
U.K. domestic regulation. In addition, as the procedures concerning REACH can be implemented only 
by importers or sole agents located in the EU, U.K. companies cannot implement those procedures in 
the UK, so their cost will increase substantially. 

Moreover, the REACH regulation obligates compliance not only by companies manufacturing or 
selling chemicals but also by companies manufacturing or selling products containing some chemicals. 
Therefore, if Brexit occurs without necessary coordination being done between the United Kingdom and 
the EU with respect to this regulation, not only chemicals but also many products, including the main 
U.K. items of export, such as automobiles and aircraft, may become subject to the obligation for the 
submission of a registration dossier in EU member countries, and as a result, the impact could extend to 
entire supply chains in Europe.95 

In addition, the U.K. automobile industry is importing and exporting finished vehicles and 
automotive parts, as it is deeply integrated into the supply chain straddling the United Kingdom and the 
EU (Figure I-2-2-35). Therefore, there are concerns that if free access to the single market is lost due to 
the withdrawal from the EU, the U.K. automobile industry’s competitiveness may decline because of 
the loss of time due to regulatory compliance and customs clearance work and the cost of tariffs. 
Therefore, the Society of Motor Manufacturers & Traders (SMMT) is arguing for the need for mutual 
certification concerning model certification and the necessity of applying the principle of accumulation 
to EU components under the rules of origin and of avoiding delays in customs clearance work. In 
addition, on the ground that a preparation period of longer than one year is necessary for implementing 
emergency measures, such as reorganizing warehouse and inventory management required by the re-
introduction of customs clearance procedures, the SMMT is also requesting that the authorities quickly 
indicate the possibility that it will become necessary to make such preparation.96 

On the other hand, business groups in the EU are also concerned over negative effects of Brexit. 
 
  

                                              
94 Chemical Industries Association (2017a), Chemical Industries Association (2017b). 
95 ADS (2017). 
96 Business, Energy and Industrial Strategy Committee of House of Commons (2017). 
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withdrawal being negotiated by the two sides.101 Meanwhile, as negotiations about the details are to be 
conducted after the withdrawal from the EU, it is quite unclear when a final agreement will be concluded. 
In this situation, there are concerns over the risk that companies cannot make adjustments quickly 
enough due to a lack of concrete information necessary for adapting to changes in the business 
environment due to Brexit. 
 
3. Trade policy trends 
(1) EU’s trade policy 

The former European Community (EC) established a tariff-free regional customs union at an early 
time, in 1968. The number of member countries increased from six when the community was established 
as the European Economic Community (EEC)102 to 12 by 1986. Since the community developed into 
the European Union (EU) in 1993, the number of member countries has now increased to 28. 

The EU has made active efforts to conclude trade agreements with countries and regions outside 
Europe: by the middle of the 2000s, it put into force a customs union with Turkey,103 an economic 
partnership agreement with Mediterranean countries104 and a free trade agreement with Mexico.105 

In 2006, the EU announced Global Europe, a report summarizing its new trade strategy. This report, 
which is intended to indicate the EU’s trade policies concerning growth and employment, indicated that 
in order for European companies to compete globally, it is necessary to keep the global market open and 
that to do so, it is necessary not only to abolish tariffs but also to conclude in-depth, comprehensive 
trade agreements covering such matters as goods, services, investment, intellectual property, 
government procurement and sustainable development. 

Concerning the criteria for selecting new partners for free trade agreements (FTAs), this report made 
clear that a new partner’s market size should be large and the level of protection against exports from 
the EU (tariff or non-tariff barriers) should be high. Based on the criteria, the EU conducted negotiations 
with the ROK, ASEAN106 and Mercosur107 about FTAs that provide for the liberalization of services 
sectors and the abolition of non-tariff barriers as well. 

In 2015, the EU-ROK FTA was put into force.108 The EU-ROK FTA provides for the abolition of 
not only tariffs on goods but also non-tariff barriers concerning trade in the automobile and 
pharmaceutical product sectors and covers market access related to services sectors and investment. 
With Mexico, which concluded an FTA with the EU earliest, in 2000, among the central and South 

                                              
101 The expiry date of the transition period is among the items of the provisional agreement. 
102 The EEC member countries were Belgium, France, Germany, Italy, Luxembourg and the Netherlands. 
103 The agreement was put into force on December 31, 1995. 
104 These agreements were concluded based on the Barcelona Declaration, a framework of comprehensive 

cooperation intended to establish a free trade area that was agreed upon in 1995. They were put into 
force respectively in the 1990s to the middle of the 2000s. 

105 The agreement was put into force in 2000. 
106  Regarding the ASEAN countries, the negotiations with Viet Nam and Singapore have already been 

concluded (although the EU initially aimed to conclude an FTA with the ASEAN region, it made a policy 
shift to concluding FTAs with individual ASEAN member countries. 

107 The negotiations about an EU-Mercosur free trade agreement were suspended in October 2004. They 
were resumed in 2010, suspended again in 2012, and resumed again in 2016. 

108 The negotiations were started in 2007, and the agreement started to be applied on a provisional basis in 
2011 and was put into force at the end of 2015. 
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simply about making sure that we have the means to take action against unfair competition and the 
dumping… that leads to the destruction of jobs.” 

As emerging economies are making remarkable technological advances, European companies are 
more or less confronted with global competition. However, concerning some emerging economies, there 
is a growing perception that as government interventions are causing market distortions, companies 
within the EU area are being forced to compete in an unfair position. In addition, against the backdrop 
of the deterioration of the employment situation that was triggered by the European debt crisis and the 
growing awareness about income inequality in recent years, the EU’s industrial policy in recent years 
has tended to place emphasis on industry and employment. In this situation, the EU is exploring ways 
of securing rules-based, free and fair trade. 
(3) Strengthening of control and regulation of inward foreign direct investments 
(A) EU 

Since 1993, when the single EU market, within which non-tariff barriers were abolished, was 
completed, inward foreign direct investments in the EU from countries not only within the EU area but 
also outside the area have increased against the backdrop of globalization worldwide (Figures I-2-2-52, 
I-2-2-53 and I-2-2-54). The EU places emphasis on free trade, and at the same time, its basic stance on 
inward foreign direct investments is open, so many member countries are actively inviting investments 
from abroad. However, against the backdrop of an increase in investments from countries outside the 
EU region in critical technologies and infrastructure in the region, in September 2017, the European 
Commission proposed a directive for the establishment of a framework for exchange of information 
between member countries and the submission of opinions concerning foreign direct investments in the 
EU area.115 
 
  

                                              
115  In May 2017, in the “Harnessing globalization” report, the European Commission expressed the 

following view: “Openness to foreign investment remains a key principle for the EU and a major source 
of growth. However, concerns have recently been voiced about foreign investors, notably state-owned 
enterprises, taking over European companies with key technologies for strategic reasons. EU investors 
often do not enjoy the same rights to invest in the country from which the investment originates. These 
concerns need careful analysis and appropriate action” (European Commission, 2017b). 
In June 2017, the European Council agreed to analyze foreign investments in strategic sectors. 
In July 2017, the European Parliament called on the European Commission to pay attention to the role 
played by foreign state-owned enterprises supported by governments in ways prohibited in the EU. It 
also called on the European Commission and member countries to screen third-country foreign direct 
investments in the EU in strategic industries, while bearing in mind that Europe depends on foreign 
direct investments. 
In a State of the Union address in September 2017, the European Commission’s president stated that 
the EU is open for business but follows the principle of reciprocity and that the EU is not a naïve free 
trader and must defend its strategic interests, and to that end, he expressed the commission’s intention 
to propose screening of investments in Europe (European Commission, 2017c). 
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Concerning this amendment, the German minister of economy and energy has expressed the view that it 

can provide companies engaging in the critical infrastructure industry with better protection against pressure 
to succumb to acquisition and a greater reciprocity at a time when German companies are being forced to 

compete with countries with economic system not as open as Germany.119 On the other hand, voices of 
concern have been heard about the possibility that Germany’s attractiveness as an investment destination will 

decline.120 

                                              
119 A Press Release by Federal Ministry of Economic Affairs and Energy, Germany on July 12, 2017 

(https://www.bmwi.de/Redaktion/EN/Pressemitteilungen/2017/20170712-zypries-besserer-schutz-bei-
firmenuebernahmen.html). 

120 Financial Times, 13 Jul. 2017 (https://www.ft.com/content/5087c106-66fc-11e7-9a66-93fb352ba1fe). 


