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1. Background
In this chapter, a short introduction to Switzerland's relations with Japan is provided (►1.1). Section ►1.2
summarizes the rationale and content of the Free Trade and Economic Partnership Agreement (FTEPA).
Section ►1.3 introduces the method of an FTA evaluation with the basic analytical concepts.

1.1. THE DEVELOPMENT OF BILATERAL RELATIONS
Despite being a landlocked country without a navy, Switzerland still managed to be one of the second group of
countries to conclude so-called Trade and Friendship Treaties with Japan in the 19th century.1 Switzerland was
the eighth Western country to successfully conclude a bilateral agreement with Japan. The initiative for this
diplomatic endeavor came from Swiss business; it was mainly the watchmakers in the western part of
Switzerland and the textile industry in the eastern part which – both already highly export-oriented at that
time – pushed for a mission to gain direct access to the newly opened Japanese market (Ziltener, ed., 2010).
Switzerland also followed the other Western countries in responding to the demand of the new Meiji
government for a revision of these early ‘unequal treaties’ in favor of equal and mutually fair agreements, in
1896 and 1911 respectively (Hotta-Lister 1999). The bilateral treaty of 19112 lay the groundwork for almost a
hundred years of economic exchange between Switzerland and Japan, well into the 21st century.
Around 1900, Swiss trading houses were important in the Japanese silk export business, and Swiss heavy
industries profited from the fast and ambitious industrialization program in Japan. Also, Japan remained one
of the most important markets for Swiss watches during the 20th century. The 1960s then saw a dramatic
increase in Japanese industrial exports to all Western countries, mainly motorcycles and cars, cameras, radios
etc. In the mid-1970s, the Swiss-Japanese trade balance turned positively towards Japan, and remained that
way until well into the 1990s.
In the postwar period, economic relations between Switzerland and Japan were regulated more and more by
international institutions such as the GATT/WTO and the OECD.

1.2. THE FTEPA: WHY AND HOW?
Given the traditionally strong export orientation of Swiss industries, the constant improvement of access to
foreign markets has always been a core objective of Swiss foreign economic policy. By entering into FTAs,
Switzerland aims to provide its companies with a level of access to international markets that is at least
equivalent to the market access conditions enjoyed by its most important foreign competitors. In 2006, Swiss
Minister of Economy Joseph Deiss referred to FTAs as “key to maintaining diversified foreign economic
relations for Switzerland” (Deiss 2006: 13). Furthermore, FTAs serve as important instruments in maintaining
and strengthening Switzerland's competitiveness as a business location in Europe. Since the beginning of the
1990s, Switzerland has been building a network of free trade agreements with numerous countries outside the
EU. In January 2003, an FTA between EFTA and Singapore, historically the first transregional FTA between
Europe and Asia, entered into force, followed by an EFTA-South Korea FTA in September 2006. From that
moment on, not only EU, but also Singaporean and Korean companies had a competitive advantage in the
EFTA market, compared to their Japanese rivals, e.g. in the car or electronic industries. 3

1 The first group consisted of the maritime superpowers of that time, namely the United States, Great Britain, Russia and France, as
well as the traditional trade partner of the Tokugawa Shogunate, the Netherlands – all these bilateral treaties date back to 1858. Portugal
followed in 1860, and Prussia in 1861.
2 All bilateral treaties with Japan can be found in Ziltener, ed. 2010, vol 1.
3 The JETRO-led Study Group on an FTA between Japan and Switzerland concluded in its Feasibility Study (2004): “While the automobile
tax is commonly levied on all automobiles, EU cars are exempt from customs under the “EU-Switzerland FTA”. Because of this,
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A bilateral FTA had been a topic of the economic consultations between Japan and Switzerland which were
regularly held from 1995 onwards, but the relevant Japanese ministries had long been preoccupied with
negotiating arrangements with developing countries in the Asia-Pacific region.4 The focus on East Asia was
confirmed in the “Basic Policy” paper of the Council of Ministers on the Promotion of Economic Partnership in
December 2004; however, for the first time, among the “criteria for identifying countries/regions with which
to negotiate the FTAs/EPAs” were more general geopolitical and geo-economic ones such as “eliminating
economic disadvantages caused by the absence of EPA/FTA” and “reinforcing Japan’s position in international
society, including the WTO talks, through partnership and cooperation with related countries/regions”. 5 This
opened the door to FTA talks with Switzerland, among others.
The negotiations were officially launched in January 2007, on the occasion of a telephone call between Prime
Minister Abe and then Swiss President Calmy-Rey. After preparatory meetings, the first round of negotiations
took place in Tokyo four months later.6 All in all, a total of eight rounds of negotiations took place – alternately
in Switzerland and in Japan, within 17 months. There were no major obstacles regarding trade in goods, as
both sides agreed on the goal of abolishing tariffs on industrial goods as completely and quickly as possible.
Switzerland proposed a more comprehensive and ambitious plan in its initial offer; Japan asked for more
exceptions and for longer phasing-outs in several areas (e.g. leather, wood and certain
chemical/pharmaceutical products). Problems stemmed from conceptually different rules of origin. In the
agricultural sectors, the goal was not a general liberalization of trade, but a system of balanced concessions for
selected processed and basic agricultural products.7 The title of the Agreement, the Agreement on Free Trade
and Economic Partnership (FTEPA), combines the Japanese Economic Partnership (EP) concept with the
Swiss FTA tradition. On February 19, 2009, Swiss Minister of Economy Doris Leuthard and Japanese Foreign
Minister Hirofumi Nakasone signed the FTEPA in Tokyo. After ratification in early summer - in both countries
politically uncontested – the FTEPA entered into force on September 1, 2009.
The FTEPA established a comprehensive economic partnership between Switzerland and Japan. It contains
substantive provisions on trade in goods (liberalization of trade in industrial goods as well as selected
processed and basic agricultural goods, rules of origin, custom procedures, trade facilitations and provisions
relating to non-tariff barriers), trade in services, the movement of natural persons for business purposes, the
establishment and protection of investments, the protection of intellectual property, the promotion and
facilitation of electronic commerce, provisions in the field of competition, and the promotion of a closer
economic relationship. For detailed information on the individual chapters of the FTEPA, the reader is referred
to ►Switzerland Trade & Investment Promotion's Brochure The Japan-Switzerland Free Trade and
Economic Partnership Agreement.8
For Japan, this was the tenth FTA/EPA concluded, the first one beyond the Asia-Pacific region. Japanese
companies were successfully freed from competitive disadvantages vis-à-vis their competitors from Singapore
and Korea. For Switzerland, the FTEPA was economically the most important FTA signed since the 1972 FTA
with the EC, and the third with an East Asian country. From the day of enforcement, it gave Swiss companies
advantages on the Japanese market, compared with their EU and US competitors.

Japanese-made cars are at a disadvantage compared with EU-made cars, and their share in the Swiss market has gradually been declining
(by about 30% in the 1980s; about 20% in the 1990s and since then). An FTA with Switzerland is expected to help Japanese automakers to
regain competitiveness
in Switzerland.”
4 For a detailed analysis of the Japanese perspective see Chiavacci/Ziltener (2008).
5 Basic policy towards further promotion of EPA, Dec. 2004.
6 Japan begins FTA talks with Switzerland, 1st with European country, KYODO, Tokyo, May 14, 2007.
7 Japan grants Switzerland preferential market access in particular for Swiss cheese specialities, dried meat, chocolate, wine and cigarettes.
Switzerland grants Japan preferential market access, inter alia, for ornamental plants (bonsai), high-quality gift fruits, sake and cigarettes.
8 Link: www.s-ge.com/sites/default/files/JSFTEPA_EN_0310_0.pdf.
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1.3. ON FTA EVALUATIONS9
S-GE has already commissioned several ex post FTA evaluations, and the methodology and format have been
firmly established. The FTA utilization rate measures the degree to which the FTA is successfully used to
achieve duty-free exporting, i.e. a utilization rate of 60% means that 60% of all exports (according to value) in
a particular year effectively made use of the FTA.
A further differentiation is necessary: the General Utilization Rate (GUR) is defined as the value ratio of goods
being traded benefiting from reduced or eliminated tariffs under a specific FTA relative to total trade (imports
or exports). The measure is subject to a number of drawbacks since (1) a specific FTA does not cover all tariff
lines, and (2) a number of tariff lines are set to zero prior to and independently of the FTA through a unilateral
decision or plurilateral agreements such as the Information Technology Agreement etc. The Adjusted
Utilization Rate (AUR) is defined as the value ratio of goods being traded relative to total trade (imports or
exports) eligible for tariff exemption under the specific FTA, i.e. excluding trade volume exempted for other
reasons, or not covered by the specific FTA for different reasons. The AUR reflects the true extent of an FTA's
utilization.
For Swiss exports to Germany we found an Adjusted FTA Utilization Rate of 50%, another 40% being exported
on a duty-free basis already, with the result that 90% of Swiss exports to Germany are effectively duty-free
(Ziltener/Blind 2014b). Looking at FTA partner countries overseas, the utilization rate for Swiss exports to
Mexico is 51%, to South Korea 60% (ibid.). Section ►2.2 analyzes the FTEPA's utilization for Swiss exports to
Japan for the first time.
At the end of Section ►2.1 on the FTEPA's utilization for Swiss imports from Japan the utilization rate is
compared to other Swiss FTAs.

9 For a more thorough discussion of our approach and the one taken by others, see Ziltener/Blind (2014b), Ziltener (2015) and Plummer et al.
(2010).
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2. Results
2.1. FTEPA UTILIZATION: SWISS IMPORTS FROM JAPAN
Since data on tariff classification of imports have been available from the Swiss Customs Directorate, Swiss
Imports from Japan under the FTEPA have been evaluated several times in the years following the
enforcement of the Agreement (cf. Ziltener/Blind 2014a). Table ►3.1 shows the categories of Imports from
Japan which usually achieve the highest savings thanks to successful utilization of the FRTEPA. The top ten
categories, nine of them concerning vehicles, account for 77% of the total tariff savings. It is safe to say that, for
the Japanese, the FTEPA is mainly useful for the exporters of vehicles to Switzerland. At the same time, we
found that these categories are also the ones where the remaining savings potential is highest, namely mainly
relating to vehicles.

2.2. TABLE 3.1: SWISS IMPORTS FROM JAPAN UNDER THE FTEPA, 2012 – TOP TEN SAVINGS
CATEGORIES

MFNR: Most favored nation tariff rate. AUR: Adjusted Utilization Rate. Realized savings & untapped potential
in Swiss francs. Data: Swiss Customs Directorate. Source: Ziltener/Blind 2013.
The Swiss-Japanese Chamber of Commerce (SJCC) Zurich commissioned an FTEPA utilization analysis for the
five-year period following the enforcement of the FTEPA (2009-2013), in 2014.10 The study found that every
year following enforcement about one-third of Swiss imports (according to value) from Japan had been
effectively exempted from duties under the FTEPA. This allowed companies to save roughly 10 million Swiss
francs each year. On average, the annual success rate was 62.7%, i.e. these 10 million Swiss francs amounted to
almost two-thirds of the maximum possible savings. From September 1, 2009 to the end of 2013, the traders of
Japanese goods have verifiably realized – thanks to the FTEPA – savings totaling 41 million Swiss francs.
10 Swiss-Japanese Chamber of Commerce (SJCC), Zurich, Media Information August 2014: FTEPA Switzerland-Japan 5 Years in Force:
Swiss Importers have saved 41 million Swiss francs in duties, mainly on vehicles (www.s-ge.com/it/filefieldprivate/files/146426/field_blog_public_files/57453).
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The study confirmed that the main beneficiaries were Japanese exporters of vehicles. With savings totaling 35
million Swiss francs, they realized 85% of all of the savings realized since the enforcement of the FTEPA.
Table ►3.2 gives the detailed results for 2013. Thanks to the FTEPA, almost 82% of all cars, trucks and
motorcycles imported from Japan were exempted from duties. The importers saved more than 5.6 million
Swiss francs in 2013. In the electrical/machinery sector only 17.3% of imports were duty-free, but this made
savings of more than half a million Swiss francs possible. The imports of wire made of high-speed steel
(HS72299023) alone were exempted from duties amounting to 112,000 Swiss francs.

2.3. TABLE 3.2: SWISS IMPORTS FROM JAPAN UNDER THE FTEPA, 2013

CHF. AUR: Adjusted Utilization Rate. RZE: Realized savings. VEP: remaining savings potential (= duties
paid). ERG: rate of savings realized (= success rate, column 6/columns 6+7). Data: Swiss Customs Directorate.
Source: SJCC Media Information August 2014.
One-third of all textile imports from Japan were exempted from duties thanks to the FTEPA. More than
100,000 Swiss francs on duties were saved. Almost half (45%) of all plastic/rubber exports from Japan were
exempted from duties, enabling savings of more than half a million Swiss francs to be made in 2013 alone.
The FTEPA was found to be of lesser importance for the imports of watches and instruments, as well as for the
chemical/pharmaceutical sector.
The study found the balance sheet regarding food imports from Japan “rather disappointing”: less than 20%
were verifiably exempted from duties thanks to the FTEPA. Consequently, only 46,515 Swiss francs on duties
were saved by importers, while the remaining savings potential amounted to almost 200,000 Swiss francs. At
least, the study concluded, “almost half of the imports of Japanese soy sauce and vinegar reached Switzerland
in 2013 duty-free!” (ibid.).
The degree of utilization of the FTEPA lies in the middle range, compared with the level of utilization of six
other FTAs for Swiss imports (Graph ►3.1): While Switzerland's FTA with Turkey covers most imports, the
FTEPA's utilization rate is similar to the imports under the FTAs with Korea and Mexico.
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2.4. GRAPH 3.1: SWITZERLAND'S IMPORTS, 2000-2012 - COMPARISON OF FTA UTILIZATION
RATES

Adjusted Utilization Rate (AUR). Entry into force of FTAs: Turkey 1.4.1992; Mexico 1.7.2001; Singapore
1.1.2003; South Korea 1.9. 2006; South Africa 1.5. 2008; Canada 1.7.2009; Japan 1.9. 2009. Data: Swiss
Customs Directorate, 2013. Source: Ziltener/Blind.

Further research is necessary to explain the huge variation in effective utilization over time and between the
different FTAs.

2.5. FTEPA UTILIZATION: SWISS EXPORTS TO JAPAN
In 2015, an evaluation of the utilization of the FTEPA for Swiss exports to Japan based on Japanese customs
data for 2014 became possible for the first time. The analysis followed the format which has been developed
over the years, separating trade flows under the FTA from those under most favored nation (WTO MFN) tariff
rates, calculating utilization rates (GUR, AUR) and realized savings versus untapped potential.
Since many exports to Japan are already tariff-free, e.g. in the case of pharmaceuticals, machinery and
watches, FTA utilization rates are only high in exceptional cases (Tables ►3.3 and ►3.4). As a matter of fact,
the FTEPA proved to be most useful for Swiss exports of (unprocessed) agricultural, plastic/rubber and textile
products, where utilization rates are higher than 66%. More than two-thirds of Swiss exports in these
categories are exempted from tariffs thanks to the FTEPA.
Most processed agricultural products reach the Japanese market without duties based on MFN, but (1) since
the value of Swiss exports in this category is high, (2) applied tariffs are considerable, and (3) FTA utilization is
successful, Swiss companies save more than 1,269 million yen annually, i.e. more than 11 million Swiss francs.
Actually this is more than half of all of the savings realized by Swiss companies based on the utilization of the
FTEPA.
Looking at individual categories (HS8-digit), we find that most savings are realized in the export of sugared
beverages (HS22029010/20) to Japan, namely more than 8 million Swiss francs. The second category with
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high savings is chocolate (HS18063210) with 1.4 million Swiss francs, followed by coffee (09012100) and
cheese (04069009) with more than 1 million Swiss francs’ worth of savings each.

2.6. TABLE 3.3: JAPANESE IMPORTS FROM SWITZERLAND UNDER THE FTEPA, 2014

Import value in thousand yen under the Economic Partnership Agreement (EPA), Normal = MFN: most
favored nation tariff rate, minimum/maximum. Total excluding HS00, 71, 93, 97. RZE: Realized savings. VEP:
remaining savings potential (= duties paid). GUR: General Utilization Rate. AUR: Adjusted Utilization Rate.
ERG: rate of savings realized. Data: Ministry of Finance, Japan, 2015. Source: Author's calculations.

2.7. TABLE 3.4: JAPANESE IMPORTS FROM SWITZERLAND UNDER THE FTEPA, 2014 (%)

Total excluding HS00, 71, 93, 97. MFN: Imports under most favored nation tariff rates=0. EPA: Economic
Partnership Agreement. Data: Ministry of Finance, Japan, 2015. Source: Author's calculations.

In total, 88% of Swiss exports to Japan are exempted from duties already, even without utilization of the
FTEPA. Of the remaining 12%, half (6%) is exempted from duties thanks to the FTEPA, while the other half is
still subject to tariffs. As a consequence, Swiss companies save 2,344 million yen (≈20 million Swiss francs)
annually, but still pay around 1,400 million yen (≈12 million Swiss francs) in duties every year to the Japanese
customs. The success rate (ERG, Table ►2.3), which measures the degree to which an FTA eliminates
remaining tariff payments effectively, is 62.2% for Swiss exports to Japan under the FTEPA.
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2.8. GRAPH 3.2: JAPANESE IMPORTS FROM SWITZERLAND UNDER THE FTEPA, 2014 (%)

Total excluding HS00, 71, 93, 97. MFN: Imports under most favored nation tariff rates=0. EPA: Economic
Partnership Agreement. Data: Ministry of Finance, Japan, 2015. Source: Author's calculations.
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3. Conclusion
The FTEPA established a comprehensive economic partnership between Switzerland and Japan, deepening an
already working cooperative relationship in many areas.
Since both Japan and Switzerland are open market economies, a huge part of the bilateral trade was already
conducted under free trade conditions before the FTEPA. This study, however, finds that the FTEPA further
improved this situation considerably.
1.
2.

The traders in Japanese goods have successfully made use of the FTEPA, particularly the exporters of
vehicles to Switzerland. They realized 85% of all savings in exports to Switzerland under the FTEPA.
For Swiss exports to Japan, the FTEPA is of paramount importance for food, plastic/rubber and textile
goods. Regarding the amount of savings realized thanks to the FTEPA, typical Swiss export items such as
beverages, chocolate, coffee, and cheese must be mentioned in particular.

The success rate, which measures the degree to which an FTA effectively eliminates remaining tariff payments,
is 62.2% for Swiss exports to Japan under the FTEPA (Table ►3.3). This is comparable with other FTAs such
as the agreements with South Korea and Canada (with the success rate for Swiss exports being slightly above
70%).
In the case of imports from Japan under the FTEPA the success rate is 52.8% (Table ►3.2). This means that
Swiss exporters are slightly more successful in utilizing this FTA than their Japanese counterparts.
To put it in a nutshell: In the 5 years and 4 months of bilateral trade between Switzerland and Japan following
the enforcement of the FTEPA (Sept. 1, 2009 – Dec. 31, 2014), the FTEPA enabled traders of Japanese goods
to save almost 50 million11 Swiss francs, and exporters/importers of Swiss goods to save more than 100
million12 Swiss francs on customs duties. This may well have stimulated the trade of Swiss agricultural goods
and textiles as well as the import of Japanese vehicles to Switzerland over the years. The FTEPA certainly
improved the competitive situation of Swiss companies in Japan and of Japanese companies in Switzerland.
Further research is necessary to identify the reasons behind the fact that the FTEPA is not fully utilized in
certain sectors.

11 Extrapolation on the basis of the results for the years 2009-2013 (Section ►3.1).
12 Extrapolation on the basis of the results for 2014 (Section ►3.2).
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