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INTRODUCTION

The trend in the proliferation of preferential trade

agreements (PTAs), which was clearly established

in the early 1990s, continued until the mid-2000s.

It appears that the global economic crisis of

2008-2009 has not derailed the use of PTAs by

Governments to secure access to foreign markets

and defend domestic one. By the end of 2010,

a combination of the economic crisis and a lack of

progress in multilateral trading negotiation only

increased PTA efforts. By October 2012 a total of

233 “physical” trade agreements were in force and

notified to the WTO.1 Of that number, Asia-Pacific

economies have contributed 117 agreements.2

The ESCAP secretariat has continuously monitored

the evolution of the PTA landscape in Asia and the

Pacific and has regularly provided assessments of

the trends in the creation of new PTAs as well as

changes in the patterns and nature of regionalism

involving Asian and Pacific economies. Following
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previous analyses,3 the investigation into features of

preferential trade policies and their outcomes was

extended to cover the period of economic recovery

in 2010 and the subsequent slow down. This

chapter presents a set of stylized facts and PTAs

features which are shared across the region’s

economies. Agreements are routinely classified with

respect to the level of development of partners, their

number and regional proximity and contiguity. The

other features of the agreements that are of interest

for analysts and decision-makers are linked to their

liberalization content and range of areas covered.

By looking at all these characteristics, this chapter

explores how effective preferential trade policies

have been in connecting countries in the region, not

only in establishing the networks of PTAs but also

the coverage of the overall export and import done

by countries with their partners in the enacted PTAs.

Problems with utilization of negotiated preferences

are discussed through a case study of Thailand.

Most agreements now expand beyond liberalization

of goods’ trade and include many areas (while

not necessarily aiming for, or achieving deep

liberalization content in those areas); this chapter

offers anecdotal evidence of the broadening of

scope of PTAs and looks at two areas of interest for

the region’s economies (IPRs and mobility of

labour).4 Finally, two alternative approaches to

1 This number refers only to the so-called “physical”

agreements. Normally WTO reports the number of trade

agreements based on notification requirements which means

that if a trade agreement includes both goods and services, it

will be counted as two notifications (one for goods and the

other for services), even though it is physically one trade

agreement. To prevent unnecessary inflation of the number of

agreements, only the physical number of trade agreements is

reported here (counting goods and services between the same

partners as one).
2 In addition to these notified and enacted agreements,

APTIAD records agreements that have not been notified to

WTO, which has resulted in this number rising to 147. See the

annex table for the number of agreements per country.

3 For example, previous issues of the Asia-Pacific Trade and

Investment Reports (ESCAP, 2009, 2010 and 2011a) as well

as other publications by the ESCAP Trade and Investment

Division, including the Asia-Pacific Trade and Investment

Agreements Database (APTIAD) Briefing Notes.
4 Treatment and coverage of trade facilitation in PTAs are

included in chapter 4 of this publication.
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shifting towards region-wide preferential trade – the

Regional Comprehensive Economic Partnership

(RCEP) and the Trans-Pacific Partnership (TPP) –

are commented on.

A. TRENDS IN PREFERENTIAL TRADE

AGREEMENTS: STYLIZED FACTS

1. Reliance on preferential trade

policies not decreasing

As part of the search for new trade (markets and

flows), the post-crisis years saw sustained efforts by

countries in using preferential trade policies. The

total number of agreements associated with

economies from Asia and the Pacific is estimated to

be around 220, of which 147 are in force and the

remainder is at various stages of negotiations

or consideration. Since 2008, economies in the

region have put into force an average 7.2 trade

agreements per year, while in the five-year period

before the crisis (2003-2007) the annual average

addition to PTA tally was 9.8. The last bastion of

multilateralism, Mongolia, has started negotiations

on two preferential deals in 2010, one being for

accession to the Asia-Pacific Trade Agreement

(APTA)5 and the other a bilateral free trade

agreement with Japan.6 A number of economies in

the region7 have joined the United States in TPP

negotiation, which is built on the 2006 trade

agreement between Brunei Darussalam, Chile,

New Zealand and Singapore. Moreover, almost

30 economies have announced that they are

considering or already have opened new

negotiations since 2008. PTAs will therefore remain

a key trade policy instrument. As noted above,

multilateral actions that are unable to deliver

actionable deals, will also mean that PTAs will need

to incorporate disciplines to fill the gaps left by

the lack of multilateral agreements covering

linkages between trade and environment, income

distribution, exchange rate management and similar

issues associated with inclusive and sustainable

development. Based on old and more recent related

studies, it is known that using PTAs for these

purposes is far from the first-best policy option, but

it is most likely better than an array of completely

unilateral actions.

2. Preferential trade agreements and

South-South cooperation

In the Asia-Pacific region, developing countries

were among the first to engage in preferential trade

deals; the first regional plurilateral trade agreement

signed in 1976 was APTA comprising only

developing countries. For about the next two

decades, the number of agreements grew very

slowly and with the relatively equal engagement of

developing and developed countries in the region.

However, this situation has now changed, with

developing countries capturing an increasingly

larger presence in the preferential trade process.

Figure 6.1 illustrates this growing participation of

developing countries, and reflects the fact that there

are only three agreements exclusively between

developed countries (Australia-New Zealand,

Australia-United States and Japan-Switzerland).

However, care should be taken not to read too

much into the numbers presented in figure 6.1 as

they are based on the established WTO practice of

a self-classification by countries with regard to their

development level. Following this approach, ESCAP

classifies only three member States as “developed”

and the remainder as “developing”, despite

a number of them having high GDP per capita.

Among this large group of developing countries,

there is a distinct category of least developed

countries. However, other possible developing

countries’ groups are less well defined. One such

group could be the transition economies of North

and Central Asia. They could be considered distinct

because they shared common economic space in

the past; their participation in PTAs, at least early

on, was principally driven by an attempt to retain

some linkages and cooperation with each other

as well as with the Russian Federation after the

collapse of the former Soviet Union. Similarly,

5 Information available from www.unescap.org/tid/apta.asp.
6 As announced at www.mofa.go.jp/policy/economy/fta/

index.html.
7 Australia, Malaysia and Viet Nam have joined the original

members (Brunei Darussalam, New Zealand and Singapore).

The Governments of Japan and Thailand have publicly

announced that they are planning to join this negotiation.
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Turkey’s engagement in PTAs has been mainly

driven by that country’s customs union with the

European Union. When using these additional

two groupings among developing countries,

a somewhat different picture is obtained of how

participation by developing countries in PTAs has

evolved (figure 6.2).

Following the initial dominance of developing

countries in the formation of PTAs in Asia and

the Pacific, it was only around mid-2000s when

these countries became more engaged in the

contemporary PTA process. Before that, and until

1992, the few existing PTAs had been signed

among developing countries, or between them and

developed countries, with only one solely developed

country agreement (Australia-New Zealand). The

beginning of the 1990s marked the independence

of many States in the former Soviet Union (and

Eastern Europe); as noted above, this was

accompanied by their dynamic contribution to the

overall number of PTAs signed by Asian countries.

In that decade (during which WTO was established)

they captured a dominant share of the overall

number of PTAs enacted by Asia-Pacific countries,

reaching as much as 70% in the late 1990s. By

October 2012 their activity had levelled off and they

now account for less than a 30% share of all PTAs.

This more narrow defined group of developing

countries showed a marked increase in PTA activity,

particularly after the collapse of the WTO Ministerial

Conference in Cancun in 2003. Consequently, in

the years since then, those economies have

significantly increased their participation and

presence in this process because, in addition

to a share of about 30% of the South-South

agreements, they are also dominant partners in the

“developed-developing” economy group’s PTAs

(where high-income developing economies such as

the Republic of Korea, Singapore and Hong Kong,

China, contribute about half of this group’s PTAs).

Even with this finer definition of the contribution to

the overall number of PTAs by groups of countries,

based on their development status, there is no

doubt that developing countries in general have

embraced the preferential trade policy as a tool of

development. While these economies have long

relied on non-reciprocal preferential schemes for

securing markets for their main exportables,

reciprocal, negotiated deals also include further

Figure 6.1. Cumulative number of PTAs enacted by Asia-Pacific economies

during 1973-2012, notified and non-notified to WTO

Source: ESCAP calculation based on data from Asia-Pacific Trade and Investment Database (APTIAD).



ASIA-PACIFIC TRADE AND INVESTMENT REPORT 2012

106

benefits from the opening by an economy of its own

markets. Opportunities to enter into such deals with

partners, who may have similar experiences and

needs, might therefore be welcomed. Thus,

opportunities for South-South deals present

themselves as extremely valuable for a group of

countries – i.e. the least developed countries – that

does not feature strongly enough in terms of

participation in PTAs. These countries are part of

plurilateral trade agreements, such as APTA,

ASEAN, PICTA or SAFTA, but they rarely attract

bilateral partners. The four bilateral PTAs involving

least developed countries include three between

India and Afghanistan, and Bhutan and Nepal, and

one between Thailand and the Lao People’s

Democratic Republic.

3. Number of partners, contiguity and

regional proximity

Bilateral deals are clearly preferred, often with

partners from the same region. Even when the

agreements are made between an already

established PTA (also known as a trading bloc) and

a single country, further bilateral agreements are

pursued. This is, perhaps, most evident in the case

of ASEAN where member States, committed to

building the ASEAN Economic Community by 2015,

continue to seek additional bilateral agreements

with partners with whom existing deals have already

been signed at the level of the whole bloc.

Despite the existence of a fast-growing body of

empirical and anecdotal evidence concerning the

costs of the proliferation of bilateral PTAs (that is,

increasing the overall cost of preferential trade

through the adverse impact of multiple trade rules,

the so-called “noodle-bowl effect”), there has been

no easing of negotiation or proposals among these

bilateral PTAs. There are currently 114 bilateral

trade agreements in force, more than 45 of which

have been signed with an economy outside Asia

and the Pacific. More specifically, there are 12

enacted agreements with countries in Africa and the

Figure 6.2. Participation by Asia-Pacific economies in PTAs, by economy group

(share in cumulative number of agreements)

(Percentage)

Source: ESCAP calculation based on data from Asia-Pacific Trade and Investment Database (APTIAD).

�
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Middle East and 18 in Latin America. Turkey has

the largest number of bilateral trade agreements

with “non-regional” partners (although all of them

are in a region relatively proximate to Turkey), with

Central Asian economies being a distant second.

Other Asian countries, when signing agreements

with partners outside the region, target mostly

partners in Latin America (Peru and Chile), the

United States and other two NAFTA members, and

two European blocs (EFTA and the European

Union). After accounting for all these inter-

continental and intraregional bilateral partnerships,

the number of bilateral agreements comprising

contiguous countries is small: only 19 bilateral PTAs

involve countries who share borders, with North

and Central Asian countries contributing the most.

This is, of course, largely a consequence of many

countries in the region being islands without

continental borders, but also due to a willingness to

negotiate with partners outside the region.

Figure 6.3. Breakdown of trade agreements by

type and number of partners

Source: ESCAP calculation based on data from Asia-Pacific

Trade and Investment Database (APTIAD).
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Table 6.1. Number of members in enacted

plurilateral trade agreements

Plurilateral trade agreements
Number of

members

ASEAN Trade in Goods Agreement
10

(ATIGA)

Asia-Pacific Trade Agreement (APTA) 6

Bay of Bengal Initiative for Multi-Sectoral

Technical and Economic Cooperation 7

(BIMSTEC)a

Commonwealth of Independent States
11

Free Trade Agreement (CISFTA)

Customs Union between Russia,
3

Kazakhstan and Belarus

Economic Cooperation Organization
10

Trade Agreement (ECOTA)

Eurasian Economic Community 
5

(EurAsEC)

Georgia, Ukraine, Azerbaijan, Moldova
4

Free Trade Agreement (GUAM FTA)

Pacific Island Countries Trade Agreement 
12

(PICTA)

Preferential Tariff Arrangement – Group
8

of Eight Developing Countries (D-8 PTA)

Protocol on Trade Negotiations (PTN) 14

South Asian Free Trade Area (SAFTA) 8

South Pacific Regional Trade and

Economic Co-operation Agreement 15

(SPARTECA)

Trade Agreement among the Melanesian
4

Spearhead Group Countries (MSG)

Trans-Pacific Strategic Economic
4

Partnership Agreement (Trans-Pacific SEP)

Average number of members 8.1

Source: ESCAP (2012b).
a Still not enforced due to issues in negotiating the rules of

origin in the agreement.

There are 15 plurilateral trade agreements that

average 8.1 countries per agreement (as shown in

table 6.1, the maximum number of members is 15).

Plurilateral deals with the exception to interregional

TPP, PTA-8; and GSTP, are all subregional

initiatives with uneven progress, ranging from

ASEAN (which is preparing to transform from an

association into an economic community by 2015)

to BIMSTEC, whose members are not able to

finalize negotiations on rules of origin so that trade

under liberalized terms could be implemented.

With regard to the features of agreements and their

impact on opening market access and integrating

markets of countries involved, the literature has

identified seven different levels of agreements,

depending on their demand for harmonization/

standardization of policies of members and the

impacts on their markets’ integration: (a) preferential

club; (b) free trade areas; (c) customs union; (d)
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common market; (e) economic; (f) monetary; and

(g) political union. However, the experience with

Asia-Pacific regionalism shows the above taxonomy

is of little use. More than half of all trade

agreements put into force by economies in Asia and

the Pacific refer to free trade agreements or areas

for trade in (merchandise) goods while almost a

further 30% of deals comprise free trade of both

goods and services (figure 6.3). Therefore, more

than 85% of bilateral PTAs are presented as free

trade deals on goods or goods and services. In

contrast, only 11% (17 agreements) are declared as

having partial scope, and only 2% of all PTAs are

customs unions. Of these three customs unions,

two involve Central Asian and West Asian countries.

Countries become increasingly creative in their

efforts to differentiate their deals from free trade

agreements. Many agreements are thus named as

economic and/or comprehensive partnership

agreements to indicate the intention of engaging in

wider integration (e.g. comprehensive economic

partnership appears to be the most popular).

However, these names often just signal the best

endeavour state – the intention to move forward

with integration and/or cooperation at some time in

future. The actual immediate liberalization coverage

and speed of liberalization remains shallow and

slow.8

B. WHEN LESS MIGHT BE MORE

Since preferential trade policy is an instrument of

development, in principle such an instrument would

be expected to result in a (positive) impact on

growth, and welfare; at the very least, one would

expect trade to increase in response to the removal

of trade barriers. In practice, it is barely possible to

directly quantify these effects, as trade flows are

affected by many factors simultaneously; it is very

difficult to identify any change in welfare or even the

volume of trade attributable to the existence of

a single or many trade agreements. However, of the

total trade of a country, the share of that country’s

trade with other countries with which it has trade

agreements can easily be assessed. Figure 6.4

shows the average shares of exports and imports

during 2008-2010 for those economies in the region

for which trade data are available.

There is great variability in the coverage of exports

and imports by PTAs among the developing

economies of Asia and the Pacific. On export side,

Brunei Darussalam directs almost 100% of its

exports to its PTA partners. However, some Pacific

island States manage to sell less than 10% of their

total exports to PTA partners (including to Australia

and New Zealand). While averages hide important

specifics, it is also useful to note that North and

Central Asia do not appear to be finding markets of

PTA partners lucrative as only 16% of their exports

go to those economies. At the other end of

spectrum is South-East Asia which has been able to

translate long-term work on building linkages

between economies into actual trade and

investment flows. Developed economies are also

dissimilar, with Australia and Japan obviously

still relying on much of their trade being done with

non-PTA partners, while for New Zealand’s PTAs

covers half of its trade.

It is also safe to state that the number of PTAs

signed by an economy has no direct bearing on the

amount of trade being done by that economy with

partners in those preferential agreements. In other

words, there is no correlation between the number

of PTAs to which a country is a signatory and the

share of its trade that is attributed to those

agreements. For example, the Lao People’s

Democratic Republic’s nine agreements now in

force capture a much larger share of its trade than

Singapore’s 20 trade agreements. A second

example is Japan, which is a member of almost the

same number of PTAs as Malaysia but which has

a significantly lower share of its trade attributable to

its PTA partner countries.

8 Moreover, despite the official titles given to the text of the

agreements, countries are able to choose only four different

“types” when notifying their agreements to WTO. These four

types are: free trade agreement and customs union (for

goods), economic integration agreements (for services) and

partial scope agreements (only for agreements between

developing countries).
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Figure 6.4. Exports and imports with PTA partners in total economy’s export and import

(percentage, average 2008-2010)

Source: ESCAP calculation based on United Nations Comtrade data downloaded from WITS and APTIAD.
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The Asia-Pacific region appears to be fragmented

into several areas that have distinct economic,

geographical, political, cultural and historical

features. Each subregion also enjoys a different

level of intraregional trade and economic integration

that is often not proportional to the number of PTAs

among the economies in a subregion. Thus it can

be seen that despite many existing agreements,

large parts of the Asia-Pacific region are still left

without any institutional support for their trade (and

investment) connectivity. However, it can also be

seen that the existence of one comprehensive

agreement or a web of agreements covering

(almost) all parties in the subregion is no guarantee

of significant intra-trade or vibrant economic

cooperation. For example, the most intensive intra-

subregional trade is among economies of East and

North-East Asia, which do not have any agreement

connecting all of them. Namely, the top-left cell in

figure 6.5 shows that China and the Republic of

Korea are parties to APTA, but that Japan, and

other subregional economies are not connected

with each other9 (Mongolia is only now negotiating

two agreements). In contrast, in four other subregions

almost all principal trading relationships are

already covered by enacted PTAs (or PTAs being

negotiated). Yet, the intra-trade in those other

subregions is low and not growing at the desired

pace.

Figure 6.5. Fragmented Asia and the Pacific

Source: ESCAP based on data from APTIAD. The idea for this graphic representation comes from Inter-American Development Bank

(2012).

Note: Dark blue cells represent agreements in force, while the light blue cells are agreements under negotiations.

9 However, the three largest economies from that subregion –

China, Japan and the Republic of Korea – have recently

announced the start of tripartite FTA negotiations.
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Despite the large number of agreements, as figure

6.5 clearly shows, some important economies are

not connected through PTAs. This situation will be

partially remedied if the proposed RCEP, driven by

ASEAN, is negotiated (for more details, see section

D of this chapter). However, some large gaps will

still remain (e.g. the Russian Federation will be

left out). Furthermore, RCEP will not defragment

the whole of Asia as it will not (at least not in

foreseeable time) include subregions that already

have less links with regional trade and investment

(e.g. the Pacific, and North and Central Asia).

Notwithstanding the above, a further quest for PTAs

must be carefully evaluated. While it is important for

economies to be connected through a web of

institutional arrangements that, in principle, support

the development of intra-subregional trade and

investment, such agreements might not be effective

in achieving that objective. In other words, it means

that the removal of traditional border barriers (e.g.

tariffs) – which is why preferential agreements in

principle are signed – may not be so instrumental in

enhancing trade, or even that the barriers are not

that high (as explained in box 6.1); thus,

agreements may just introduce yet another layer of

costs (ESCAP, 2011a). This could decrease

competitiveness and make it difficult for producers

to find a link with supply chains and international

networks. A carefully balanced approach is required

in order to attain both more intensive South-South

cooperation and an increase in the competitiveness

of local producers.

Box 6.1. Tariff liberalization – how much is left for preferential trade agreements?

WTO (2011) estimated that its members were not applying any tariff on about 50% of their imports.a This means that at

the global level, only about half of world trade lends itself to a meaningful preferential liberalization. This text box looks

more closely at the Asia-Pacific situation. While countries are not yet ready to extensively commit to and bind MFN

tariffs to zero levels,   they actually do not impose any tariff on a large number of product (tariff) lines. Thirteen

economies have applied zero duty to more than 50% of the non-agriculture tariff lines (figure 6.6). These include

Singapore as well as Hong Kong, China, and Macao, China, where the duty-free share is 100%, followed by the Cook

Islands (99%), Georgia (97%), Papua New Guinea (83%), Brunei Darussalam (78%), New Zealand (62%), Japan,

Malaysia and Tuvalu at about 57% each, Sri Lanka (54%), and Kyrgyzstan (52%). In the case of agriculture products,

10 economies have applied zero duty to more than 50% of the agriculture tariff lines. Again, three economies –

Singapore as well as Hong Kong, China, and Macao, China, – cover 100% of their imports with zero tariffs, followed by

Brunei Darussalam (98%), Cook Islands (91%), Australia and Malaysia (75%), New Zealand (71%), Palau (62%) and

Tuvalu (57%). While the data indicate that high-income economies would more readily allow for a higher percentage of

duty-free products, some of the lower-income countries follow the same pattern. There are of course also exemptions

among higher-income countries with very small percentage of duty-free access for both agriculture and non-agricultural

product groups (for example, the Republic of Korea, the Russian Federation and Turkey). More generally, even those

economies with high shares of duty-free tariff lines will have some reservation about really committing to all-out free

trade. Thus the share of value of trade that is imported duty-free typically falls short of the share of duty-free tariff lines.

From the perspective of trade negotiators and policymakers, in managing trade reform and development, it is important

to know the amount of imports that are actually accepted free of duty. It is not unusual for duty-free market access to

actually be very low, even though the respective country has a large proportion of applied duty-free tariff lines. Such

a situation occurs when zero tariffs are placed on products whose imports do not matter much (that is, imports that

often do not exist or are very small in value term), while positive tariffs are kept on other imports. Data on Asia-Pacific

countries were collected. In the case of non-agricultural products, the share of duty-free imports based on imported

values is relatively large compared with the share of duty-free tariff lines.c Some countries, such as China, Japan,

Malaysia, the Philippines and Thailand have high shares of duty-free imports values – much greater than when looking

at the shares of duty-free tariff lines (figure 6.7). However, there is still no more than a weak correlation between the

higher level of development (expressed through GDP per capita) and larger share of duty-free import value.

More variations are observed in the case of agricultural products (figure 6.8). There are economies where the share of

duty-free import values is significantly lower than the shares of duty-free tariff lines. They include Australia, New

Zealand and Kyrgyzstan, where the shares of duty-free agricultural tariff lines are 75%, 71%, and 29%, respectively,

b
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Source: Tariff data are from WTO/ITC/UNCTAD (2011) and GDP data are from ESCAP (2011b).

Figure 6.6. Share of duty-free applied MFN tariffs in all tariff lines

Box 6.1. (continued)

Figure 6.7. Share of duty-free access in terms of tariff lines and import value:

non-agriculture products

Source: Tariff data are from WTO/ITC/UNCTAD (2011) and GDP data are from ESCAP (2011b).
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Figure 6.8. Share of duty-free access in terms of tariff lines and import value:

agriculture goods

Box 6.1. (continued)

Source: Tariff data are from WTO/ITC/UNCTAD (2011) and GDP data are from ESCAP (2011b).

while actual duty-free imports account for only 49%, 48% and 21%, of agricultural imports. This implies that these

countries really do not allow full market access for important imported agriculture products. In contrast, more than 65%

of Indonesian agricultural imports are duty-free while less than 14% of the agricultural lines are allowed in duty-free.

A significant positive difference is also observed in the case of Azerbaijan, Viet Nam, Pakistan and Japan.

The above analysis is relevant to the investigations of potential benefits to be gained from the expansion of PTAs,

especially among the economies in the region. The main purpose of a trade agreement, in the area of merchandise

trade liberalization, is to obtain better than MFN access, the so-called WTO+ treatment, from the trading partner(s).d

However, if any economy has already committed to zero bound tariff rates for large shares of its tariff lines (or import

values), no further tariff elimination can be achieved through PTAs. While the fact that “half of world trade is already

subject to zero MFN tariff rates” (World Trade Organization, 2011) makes PTAs less effective with regard to removing

tariff obstacles to merchandise trade, it is still true that about half of trade is still associated with tariffs, some of which

are quite high, and that in principle these could be removed through preferential liberalization.e As the above analysis

shows, the extent of bound zero MFN tariffs among Asia-Pacific economies averages some 50%, however, there are

still many economies, especially lower-income ones, that do not bind any tariffs at zero level (or do not bind any tariffs).

Therefore, negotiations on PTAs with or among these economies would bring more preferential access (provided that

trade agreements include all trade). With this approach, preferential deals need to include economies that still do not

feel comfortable with committing to multilateral or unilateral trade reforms.f

a The Report claimed that “half of world trade is already subject to zero MFN tariff rates” (WTO, 2011, p. 7).
b An analysis by ESCAP has revealed that, in general, a small proportion of tariff lines of Asia-Pacific countries are bound at

a zero duty level. However, it appears that a country’s readiness to commit to duty-free imports is partly associated with either

income per capita or an economy with an entrapot nature. A significant share of bound duty-free lines can be observed in

relatively high income economies such as Australia; Japan and New Zealand as well as Hong Kong, China, and Macao, China.

It also appears that agricultural products are given more protection as fewer agricultural tariff lines have bound duty-free MFN

ˆ
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Box 6.1. (continued)

rates relative to non-agriculture goods. For most countries, non-agriculture tariffs lines have a larger proportion of bound zero

duty than agriculture lines. An exception is five regional economies: Australia; Malaysia; New Zealand; Hong Kong, China, and

Macao, China (ESCAP, 2012a).
c The unsurprising exception is the three economies that have been already applying zero duty to nearly all lines (Macao,

China, Hong Kong, China, Singapore and Georgia) and Maldives which is at the other extreme.
d This is allowed by MFN exemptions such as stipulated in GATT Article XIV and Enabling Clause for merchandise trade.
e In fact, the WTO report argues that despite the expansion of the number of PTAs, around 84% of global merchandise trade

still takes place under non-discriminatory MFN terms. In addition to a high share of zero MFN tariffs, the report argues that

PTAs tend to exempt items with high MFN tariffs from tariff reductions thus reducing any further share of trade conducted

under preferential terms.
f PTAs offer other areas of trade liberalization, in addition to and above tariff reductions, so their benefits are not exhausted

just by the reduction or elimination of tariffs on merchandise (see section C of this chapter).

The number of PTAs with sometimes overlapping,

duplicating and/or conflicting commitments and

rules of origin (known as the “noodle bowl”) makes

effective implementation of PTAs difficult and puts

their potential benefits out of reach. As in the case

of International Investment Agreements (IIAs),

sometimes FTAs are concluded for political

reasons, and thus have little economic benefits.

This calls into question the extent to which PTAs

have actually made trade greater, cheaper and

easier. Empirical trade economists have been

grappling with this question for many years. It

remains true that isolating the effects of PTAs is

very difficult, as there are many factors that might

be influencing trade and economic activities at the

same time. Studies of the utilization rates of

individual PTAs do not provide much evidence in

support of the claim of “easier trade”, and traders

are often ignorant of these PTAs or simply prefer to

export under the MFN regime (box 6.2).

Box 6.2. Considerable PTA preference utilization in Thailand, but more efforts needed in

removing bureaucratic obstacles and information dissemination

Thailand has actively engaged in a number of PTAs with its most important trading partners in the region (including all

ASEAN countries, Australia, New Zealand, Japan, China, the Republic of Korea and India).a While importing firms are

likely to benefit from PTAs through reduced import duties, exporting firms may gain competitiveness in partner country

markets and thereby increase export volumes.

According to recent studies by the Thailand Development Research Institute (TDRI) (2009, 2010 and 2011, among

other studies) commissioned by the Office of Industrial Economics, PTAs are beneficial for importing and exporting

firms in Thailand, where benefits are defined in terms of value of preference (also called tariff saving on the import

side). The value of preference is the product of the value of imports (or exports) falling under preferential treatment and

the margin of preference (that is, the tariff rate reduction for the respective goods imported and exported). For exports,

the value of preference increased from $1 billion to $3.2 billion between 2005 and 2010. When compared with the total

volume of exports, the value of preference increased by 0.4 percentage points to 3.1% in 2010. On the import side, the

tariff savings also increased from around $400 million to almost $2 billion during the same period. The tariff savings as

a percentage of total imports increased by 1 percentage point to 2.7% in 2010 (figure 6.9). In total, 61% of the

preferences are obtained through trade with other ASEAN members. The figure is substantially larger than Thailand’s

intra-ASEAN trade, which is 39% of its total trade. The over-proportional preferences within ASEAN reflect Thailand’s

intensive links in the production networks within ASEAN.

Considering preference utilization in terms of the share of all eligible goods, firms in Thailand have only modestly used

existing PTAs. Overall, only half of all eligible goods were utilized by exporters and less than half (41%) by importers.

While PTAs with Australia, China and Japan were widely used by Thai exporters, those with India and the Republic of

Korea were unexploited. On the import side, firms importing from Australia, China and ASEAN member countries made
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moderate use of existing PTAs, while much of the preferential treatment on eligible goods imported from India, Japan

and the Republic of Korea was unclaimed (see tables 6.2 and 6.3 for exports and imports, respectively).

Sector-wise, firms in the automotive and food sectors are among the top beneficiaries in terms of value of preference.

In 2010, exporting firms in the two sectors enjoyed a value of preference of $1.1 billion and $400 million, respectively,

which accounted for 46% of the total value of preference used by Thai exporters. Likewise, 33% of total tariff savings

utilized by all importers went to automotive and food importing firms. The stronger benefits in those two sectors may

well be explained by relatively high preference utilization rates – 79% and 73% for automotive exporters and importers,

and 53% and 76% for food exporters and importers. Interestingly, in many other sectors, utilization rates were clearly

lower, such as those exporting to China and those importing from Japan.b

According to TDRI’s recent company survey on utilization rates of preferences (TDRI, 2011), the discretion of officers

authorized to administer the issue of certificates of origin (C/Os) – which are needed in order to benefit from the

preference scheme – and the inefficient process for applying for the latter are among the main reasons why Thai firms

could not make greater use of FTA preferences until now. In particular, the requirement that C/Os can only be issued

after goods are loaded onto ships or aircraft causes delays in clearing goods at the destination port. Moreover, some

firms – especially SMEs – face difficulties in searching for necessary information (e.g. preferential tariff rates, rules of

origin and administrative procedures to apply for C/Os), or are even unable to ask for relevant documents from

manufacturers.

Figure 6.9. Values of preference enjoyed by firms in Thailand, 2005-2010

Sources: TDRI (2006, 2008a, 2008b, 2009, 2010, and 2011).

Notes: From 2005 to 2007, values of preference shown are those under AFTA, ACFTA, TAFTA and TIFTA; for 2008, tariff

savings shown are those under AFTA, ACFTA, TAFTA, TIFTA and JTEPA; for 2009, values of preference shown are those

under AFTA, ACFTA, TAFTA, TIFTA, JTEPA and AJCEP; for 2010, values of preference shown are those under AFTA, ACFTA,

TAFTA, TIFTA, JTEPA, AJCEP, AKFTA, AANZFTA and AIFTA.

Box 6.2. (continued)
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Source: Based on Nuttawut Laksanapanyakul, “Preference utilization under Thailand’s existing FTAs by firms in Thailand,”

TDRI, Bangkok, 2012 (mimeo).
a In addition to the ASEAN Economic Community (AEC) agreement, which is scheduled to enter into force in 2015, Thailand

has implemented four bilateral agreements and five plurilateral agreements; namely, Thailand-Australia FTA (TAFTA),

Thailand-New Zealand Closer Economic Partnership (TNZCEP), Japan-Thailand Economic Partnership Agreement (JTEPA),

the early harvest scheme between Thailand and India, ASEAN-China FTA (ACFTA), ASEAN-Japan Comprehensive Economic

Partnership (AJCEP), ASEAN-Republic of Korea FTA (AKFTA), ASEAN-Australia-New Zealand FTA (AANZFTA), and ASEAN-

India FTA (AIFTA).
b Further details on sectoral utilization of preferences can be obtained from Nuttawut Laksanapanyakul (2012).

Box 6.2. (continued)

Total tariff savings

Table 6.3. Utilization of tariff preferences by importers in Thailand, 2010

Product Preferential Preference

Trading partners coverage tariff margin utilization

($ million) (%*) (%) (%) rate(%)

ASEAN 952 4.3 59.6 9.6 48.3

–  ASEAN-6 850 4.8 52.0 12.2 59.8

–  CLMV 102 2.3 90.0 3.5 21.7

China 492 3.2 48.9 10.1 52.7

Japan 329 1.6 69.9 6.2 27.6

Australia 53 1.2 21.8 10.2 55.9

Republic of Korea 28 0.7 35.6 5.3 31.4

India 5 0.3 24.3 4.1 14.4

Total 1 858 2.7 55.5 8.2 40.7

Source: TDRI, 2011.

Note: * as percentage of total import.

Table 6.2. Utilization of tariff preferences by exporters in Thailand, 2010

Product Preferential Preference

Trading partners coverage tariff margin utilization

($ million) (%*) (%) (%) rate (%)

ASEAN 2 145 4.9 53.4 16.9 42.0

–  ASEAN-6 1 720 5.4 47.7 18.3 50.3

–  CLMV 425 3.5 68.3 14.4 26.9

China 478 2.2 48.6 8.5 58.1

Australia 285 3.0 74.1 6.1 67.5

Japan 167 0.8 32.2 5.0 58.6

Republic of Korea 61 1.7 46.0 9.3 38.3

India 60 1.4 79.2 3.8 38.0

Total 3 197 3.1 50.9 11.2 50.3

Source: TDRI, 2011.

Note: * as percentage of total exports.

Value of preference
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C. INCREASING SCOPE OF

PREFERENTIAL TRADE

AGREEMENTS

Preferential trade policy, of course, may have

additional objectives apart from generating trade

(or, rather, exports). Preferential trade agreements

could be used as anchors of domestic reforms and

hence could help improve efficiency and growth

prospects in the economies involved in PTAs. PTAs

which are deep in commitment and broad in scope

also lead to freer movements of labour, capital

and knowledge. As discussed in previous APTIR

issues (ESCAP, 2009, 2011a), there has been

an increasing trend of PTAs becoming more

comprehensive in scope, covering investment,

intellectual property rights and sometimes even

labour and environmental issues. However, the

implementation of commitments in so many areas

would require structural adjustments in the

liberalizing economy, apart from the ever present

issue of equality as those capturing the benefits

are not necessarily the same as those paying the

costs. During periods of economic crisis, these

adjustments might meet with resistance. The recent

crisis did not deter Asia-Pacific economies from

continuing negotiations at the preferential level,

adding more bilateral agreements with partners

within and in particular outside the region (actually,

according to data in APTIAD, in the period 2009-

2012 the focus is more on negotiations with parties

outside the Asia-Pacific region). However, such

PTAs should be consolidated to the extent possible

and lead to concrete improvements in inclusive

growth. In the end, PTAs are always a second-best

solution to trade liberalization at the multilateral

level (apart from autonomous trade reform leading

to the so-called unilateral liberalization). Two

concrete but different efforts towards consolidation

are analysed in section D. Here we briefly comment

on emerging concerns in two areas where PTAs

have made very different inroads so far: intellectual

property rights protection and mobility of labour.

1. Intellectual property rights

protection in preferential trade

agreements10

There is a total of 51 trade agreements which

include IPR provisions enacted by economies in

the Asia-Pacific region.11 The number is impressing

given that the first IPR inclusive agreement in the

region was signed in 1992 (figure 6.10). The

emergence of IPRs as subject matter of trade

agreements becomes even more impressive if we

consider that the full-speed proliferation of such

agreements started only after 2000, before which

only six agreements had been signed. Regardless

of their expeditious emergence, IPRs are present

only in approximate 25% of all preferential

trade agreements associated with Asia-Pacific

economies. During 1992-2011 there has been an

increasing trend in the share of IPR inclusive trade

agreements in the region. Taking the growing

importance of IPRs for the industries of regional

emerging and already established heavyweights

such as Australia, China, India, Japan and the

Republic of Korea, the upward trend is likely to

continue.

Figure 6.10. Number of all trade agreements and

IPR inclusive trade agreements

per year since 1992

10 This section is sourced from Puutio (2012, forthcoming).
11 Throughout this section the source of data on number of

agreements and their content is APTIAD.

Source: ESCAP based on data accessed from APTIAD.
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In 2012, 22 countries (or 41% of the member base

of ESCAP) are involved in IPR inclusive trade

agreement (figure 6.11). The median amount of IPR

inclusive agreements these countries are involved

is four, with Singapore leading the group with 11.

The Republic of Korea and New Zealand are also

actively involved, with nine and eight agreements,

respectively, and Viet Nam with five. The countries

with least exposure are developing countries such

as Pakistan, Myanmar, Kyrgyzstan and Georgia

with only one IPR inclusive agreement under their

belts.

A total of 12 agreements are with European

partners, while the United States is involved in

a total of six agreements. These figures go to show

the heavy interest the western economies hold

towards the Asia-Pacific region with regard to IPRs.

The reason why developed western economies are

interested in the region is obvious: recent economic

analysis has shown that in the case of the United

States, the amount of exports to and royalty and

licensing receipts from countries which increase

their level of IPR protection is likely to increase

(Koff and others, 2011 and see chapter 2 in this

publication).

From 1991 to 2001 all the IPR inclusive trade

agreements affecting the region were signed with

western counterparts. In 2002 the first Asian-only

IPR inclusive trade agreement was signed between

Japan and Singapore. After that, the Asia-Pacific

countries led by Australia, China, Japan, the

Republic of Korea and Singapore have picked up

their pace and today 39% of all IPR inclusive trade

agreements are exclusively intra-Asian. At the same

time as the Asia-Pacific countries became active

within their own region, they also began creating

connections to another dynamic region – Latin

America. Today, there are seven IPR inclusive

agreements with Latin American countries and five

of these are with Chile, three with Peru, and two

with Costa-Rica.

Based on a thorough examination of the 42 signed

agreements, it is possible to divide the subject

matter of these agreements into some 38 distinct

issues. Out of these 38 issues, the two most

Figure 6.11. Mapping the countries involved in IPR inclusive trade agreements

Source: ESCAP based on data accessed from APTIAD.
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common denominators are somewhat lightweight

provisions which affirm the parties’ commitments

to the WTO-based Agreement on Trade-related

Aspects of Intellectual Property Rights (TRIPS) with

29 counts and those promising further cooperation

with regard to IPRs (28 counts). The national

treatment and MFN treatment obligations – already

provided by the TRIPS agreement – are prevalent

general provisions as well (18 counts). It is

important to note that such provisions are all but

empty clauses: neither do they necessitate any

action, nor do they establish any novel legal

circumstances (i.e. bindings).

Nevertheless, the IPR inclusive trade agreements

are not limited to boilerplate provisions. On

the contrary, many of the agreements touch

upon important issues such as IPR instruments,

protection and enforcement measures, accession

to other international IPR treaties and other

emerging issues such as government procurement

of software. In terms of specific IPR protection

instruments, geographical indications (GIs) seem to

be the most prevalent (20 counts). Even though

trademarks (18), copyrights (16) and patents (14)

do not fall far behind, the emergence of GIs as the

most prevalent is almost surprising. This is because

they are not traditional hallmarks of intellectual

property legislation in the same sense as, for

example, patents or copyrights. One reason for the

frequent inclusion of GIs is the scarcity of existing

international agreements concerning them as

compared with the relative abundance of multi-

lateral agreements on patents, trademarks and

copyrights. This scarcity combined with the impasse

at the Doha Round imposes a strong incentive

for countries wishing to extend the reach of GIs

legislation to do so bilaterally.

In the case of IPR enforcement, provisions

concerning border measures are the most

commonplace (17 counts), with civil measures (14)

being more prevalent than criminal measures and

penalties and remedies (12). Service provider

liability issues are included only in a total of

8 agreements which reflects the rather recent

emergence of the topic. In the context of accession

or referral to other international treaties, the Paris

Convention for the Protection of Industrial Property

(10 counts) and the Berne Convention for the

Protection of Literary and Artistic Works (10) are

most common. References to the WIPO Copyright

Treaty (9 counts), the WIPO Performances and

Phonograms Treaty (8), the Madrid Protocol (9) and

the Patent Cooperation Treaty (9) are also typical.

The aforementioned treaties and agreements

establish the backbone of modern patent, copyright

and trademark legislation and thus references to

them is expected to be rather commonplace. What

is interesting to note is that the International Union

for the Protection of New Varieties of Plants

(UPOV), which concerns a much less traditional

and much more controversial component of IPRs

called plant variety protection, is referred to as often

as the WIPO copyright treaty. This could well

indicate that trade agreements have been used by

certain countries to facilitate the spread of UPOV’s

provisions – a task which could prove more difficult

in the multilateral forum.

In addition to traditional subject matter such as

patents and copyrights, the Asia-Pacific IPR

inclusive trade agreements cover several emerging

issues such as provisions concerning government

use of software, genetic resources, traditional

knowledge and folklore. What these greenhorn

provisions have in common is that there is little to

none global consensus on how these subjects

should be treated in IPR legislation. In fact, with

some issues such as genetic resources, there is a

distinct lack of consensus among professionals and

academia on the national level as well. Figure 6.12

helps visualize how the most recent additions to the

subject matter of IPR inclusive trade agreements

have emerged over time. The most recent issue to

have emerged is government use of software which

was introduced as a trade agreement topic in 2010.

The graph shows that genetic resources and

traditional knowledge are also quite recent subjects

to be covered by trade agreements. Interestingly

service provider liability and domain names

emerged in Asia-Pacific trade agreements already

in 2004 whereas they have only recently attracted

significant public interest.
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2. Labour mobility and preferential

trade agreements12

In the area of regulating labour mobility, it could be

argued that preferential trade agreements may in

fact be a more appropriate instrument than

multilateral treaties. The General Agreements on

Trade in Services (GATS), while introducing

temporary mobility of services providers, never

aimed to comprehensively regulate labour migration.

Furthermore, preferential trade agreements can be

tailored to reflect regional migration patterns as well

as the historical, cultural and political ties between

countries. The 1994 North American Free Trade

Agreement (NAFTA) in fact was the first regional

trade agreement to prove that such instruments can

be efficient in regulating labor flows. What about

PTAs in the Asia-Pacific region? Do they provide for

broader market liberalization for temporary service

providers, including in particular less skilled service

providers?

In April 2011, 39 of the preferential trade

agreements enacted by Asia-Pacific economies

included the temporary movement of natural

persons as service providers (within their scope of

Figure 6.12. Emerging patterns within the IPR protection area

(Number of signed agreements)

Source: Puutio (2012, forthcoming) based on data from APTIAD.
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services liberalization). However, all of these PTAs

follow the same approach to labour mobility as

GATS: they relate to the temporary movement of

service providers rather than a broader range of

individuals, and country commitments are biased

towards high-skilled professionals.13 They also

usually use GATS-identical carve-outs, for example

the exclusion of permanent migration and access to

the labour market.

Table 6.4 provides an overview of the concessions

of countries under some selected PTAs, examining

only the horizontal concessions which apply to the

entire economy (disregarding sectoral variations).

Overall, the review of the region’s PTAs reveals that

none provides for full mobility of labour (full market

access and full national treatment) as does for

example the European Union. The broadest

concessions are typically found in bilateral trade

agreements between two high-income countries

(e.g. Australia-New Zealand, Singapore-United

States, Singapore-Japan), or, to a lesser extent, in

economic partnership agreements which usually

cover a wider range of commitments beyond labour

mobility.

Larger regional groupings such as the Association

of Southeast Asian Nations (ASEAN) have had only

limited success in addressing labour mobility,

despite an acknowledgement that migration and

in particular irregular low-skilled labour mobility is

in fact very substantial among its members.

The ASEAN Framework Agreement on Services

(AFAS) was entered into in 1995 with a goal of

moving towards an ASEAN “economic community”.

Notwithstanding this, the large economic disparities

between ASEAN members have impeded any real

progress in the area of labour mobility: the level of

commitments by ASEAN members has followed

the general pattern of GATS commitments and has

been very modest overall (Manning and Bhatnagar,

2004, p. 16).

13 The first draft of GATS was in fact based on the provisions

of NAFTA; subsequent PTAs relating to services are typically

based on the GATS model.

Table 6.4. Labour mobility provisions in selected regional trade agreements

of Asia and the Pacific

Commitments

Name of preferential trade go beyond

agreement and arrangements the GATS Description of commitments

 (year in force) commitments

(GATS+)?

Plurilateral

Asia-Pacific Economic Cooperation Not applicable APEC does not contain specific market access

(APEC) (21 member economies from commitments on labour mobility. However, it creates the

Asia and the Pacific) APEC Business Travel Card Scheme which facilitates

labour mobility through harmonized immigration

standards and stay and departure processing for (high-

skilled) business people.

The Association of Southeast Asian Not applicable Brunei Darussalam, Cambodia, Malaysia, Philippines,

Nations (ASEAN) Framework Viet Nam: GATS =

Agreement of Services (AFAS) Singapore, Thailand: increase the allowed duration of

stay for temporary service providers.

Indonesia: increases the allowed duration of stay for

temporary service providers and expands its commitment

to include business visitors.

Trans-Pacific Strategic Economic GATS = No market access commitments. Only reaffirms the GATS

Partnership Agreement (2006) commitments and those of the APEC Business Card

(Brunei Darussalam, Chile, Operating Framework.

New Zealand, Singapore)
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Bilateral

Australia-New Zealand Closer GATS + The Services Protocol provides both full market access

Economic Relations Trade Agreement and full national treatment for all service suppliers. (Also

(ANZCERTA) (Services 1989) note that independently from the trade agreement, the

“Trans-Tasman Travel Arrangement” enables Australians

and New Zealanders to live and work in each other’s

countries without any restrictions.)

Japan-Malaysia Economic Partnership GATS + Japan: broadens access for personal contract suppliers

Agreement (2006) to cover not only engineering services, but also specialists

in humanities and international services.

Malaysia: Commitments are GATS =

Japan-Philippines Economic GATS + Japan: broadens access for personal contract suppliers

Partnership Agreement (2008) who are specialists in humanities/international services,

as well as nurses and caregivers. A defined number of

Filipino nurses and caregivers are permitted to go to

Japan to obtain nursing qualifications, professional

training, or language training, for periods of up to four

years.

Philippines: grants binding access for Business Visitors,

Intra-Corporate Transferees, investors and personal

contract suppliers supplying engineering services and

services requiring technology or knowledge at an

advanced level, as well as nursing services (Philippines

has no bound commitments under GATS).

Japan-Thailand Economic Partnership GATS+ Japan: grants access for personal contract suppliers who

Agreement (2007) are specialists in humanities/international services, Thai

dance, music, cuisine, boxing, language and spa services.

Thailand: expands its commitments on investors and

personal contract suppliers for some business and

tourism services (subject to quotas) and education

services.

Singapore-India Comprehensive GATS + Singapore: binds access for BVs (widely defined), CSS,

Economic Cooperation Agreement Ips in 5 sub-sectors, and spouses and dependents in

(2005) certain cases. Duration of stay for ICTs is increased.

India: CSSs, wider range of sectors for Ips, and certain

spouses and dependants, as well as more prolonged stay

for ICTs.

Australia-United States FTA (2005) GATS + The RTA creates new visa category for Australian

temporary service suppliers.

Lao PDR-United States Agreement on GATS - Lao PDR is not a WTO member, so GATS commitments

Trade Relations (2005) do not apply between the parties. The commitments of the

United States under the agreement cover only services

salespersons and intra-corporate transferees, which is

less than the United States GATS commitments, which

also cover “specialists.”

Table 6.4. (continued)

Commitments

Name of preferential trade go beyond

agreement and arrangements the GATS Description of commitments

 (year in force) commitments

(GATS+)?
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Table 6.4. (continued)

Commitments

Name of preferential trade go beyond

agreement and arrangements the GATS Description of commitments

 (year in force) commitments

(GATS+)?

Singapore-Republic of Korea FTA GATS + Singapore: broadens its commitments to include

(2006) business visitors, contractual service providers in

professional, computer, telecoms, financial and tour

operator services, as well as traders and investors. Intra-

corporate transferees enjoy a longer period of stay than

under GATS.

Republic of Korea: grants access for traders and

investors and for contractual service providers in a greater

range of services sectors and with the guarantee that no

quota will apply. Intra-corporate transferees enjoy a longer

period of stay than under GATS.

Singapore-United States FTA (2004) GATS + United States: increases its commitments by adding

“Singaporean business persons” as a covered category,

who will be granted up to 4,500 temporary entry visas

annually.

Singapore: broadens its commitments beyond intra-

corporate transferees to include business visitors, traders

and investors, and professionals.

Source: Asia-Pacific Trade and Investment Agreements Database, available from www.unescap.org/tid/aptiad/. Also see Carzaniga

(2009), pp. 484-498; OECD (2002).

Generally, the preferential trade agreements

entered into by countries in Asia and the Pacific

typically do provide for some liberalization beyond

their members’ GATS commitments (so-called

“GATS +” agreements), though such liberalization is

usually quite modest. As described in the third

column of table 6.4, such further liberalization is

usually achieved through either:

(1) Granting longer stay authorizations for the

categories of persons already covered by the

GATS; and/or

(2) Broadening the range of professional

categories benefiting from temporary entry

privileges (for example, the economic partner-

ship agreements entered into by Japan

broaden Japan’s commitments to service

providers such as nurses and “specialists in

humanities.”).

It should also be kept in mind that in most cases,

the right to labour mobility remains subject to

national regulations relating for example to

licensing, recognition of qualifications and

immigration. Indeed, the majority of agreements do

not over-ride general migration legislation and

countries thus retain broad discretion to grant,

refuse and administer residence permits and visas

(OECD, 2002, p. 5). Only in two studied cases,

those of the Australia-Singapore Free Trade

Agreement and the Australia-United States Free

Trade Agreement, do the agreements create a new

category of visa to expand the immigration rules to

provide greater market access.

The above overview of the region’s PTAs leads to

the conclusion that while PTAs have achieved some

liberalization as compared with GATS, they have

had only limited impacts on labour mobility overall,

and no impact on the movement of less-skilled

workers (World Bank, 2006, p. 74).
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D. THE WAY FORWARD:

CONSOLIDATION INITIATIVES

Because of the growing number of agreements,

frequently comprising the same membership but

different negotiated terms for trade, it is more likely

that the negative effect of the so-called “noodle

bowl” phenomenon will come into play. As a result,

increasing costs of trade within the bloc will reduce

the opportunities for new trade and investment.

Despite the strong recommendations for

Governments to consider rationalization and

consolidation in the area of PTAs (ESCAP 2009 and

2011, among others), strong political will for action

in this regard has yet to be seen. Such episodes of

consolidation and the resulting annulment of some

agreements do not happen very often. However, in

the past decade it occurred at least three times due

to two rounds of enlargements of the European

Union in the 2000s that caused a contraction in the

global number of agreements in those years. The

proposed rationalization of PTA schemes in Africa14

Box 6.3. Labour mobility schemes on rise in the Pacific subregion:

boon for some and bane for others?

Although very sensitive, labour mobility is an area with great potential for regional integration. Greater mobility of low-

and semi-skilled workers is a key priority area for many Pacific island countries in the negotiations on the extension of

the Pacific Agreement on Closer Economic Relations (PACER Plus) and a deal-breaker for some others.

Existing schemes such as the Recognized Seasonal Employer (RSE) Scheme in New Zealand, and Australia’s Pacific

Seasonal Workers’ Programme (PSWP) – now made permanent as the Seasonal Workers’ Programme (SWP) – have

been hailed as a success. Pacific island Governments have argued that more needs to be done in terms of numbers

and sectoral coverage, and in ensuring greater certainty about the effectiveness of such schemes. Moreover, existing

schemes do not cover all Pacific island countries. For example, Niue and Cook Islands’ citizens have access to New

Zealand’s labour market and the three Compact States to the United States labour markets, but not all Pacific island

countries enjoy the same privileges.

Negotiations on liberalizing services trade to extend PICTA are almost concluded. It is, however, too early to assess its

impact, in particular with regard to labour mobility. The same applies to the Skills Movement Scheme of the Melanesian

Spearhead Group (MSG), which is expected to start operating on a pilot basis later in 2012.

The potential of labour mobility is enormous, particularly for upgrading skills and increasing remittances as a source of

much-needed income in many Pacific island countries. Countries such as Samoa and Tonga have long relied on

remittances, which amounted to about a quarter of Gross National Income (GNI) in 2008. However, most of the MSG

countries, with the exception of Fiji, have barely tapped into their labour-sending potential, despite their relatively big

populations. In 2008, remittance income contributed 1% of GNI at most in Papua New Guinea, Solomon Islands and

Vanuatu, but almost 5% in Fiji.

While free labour mobility has the aforementioned benefits, Pacific island Governments may restrain from

concentrating all political efforts in the maximization of remittance revenues. A remittance-dependent economy may

lose skilled labour at home (a “brain drain”) and is exposed to external shocks, which is illustrated by the recent drop of

up to 30% in remittance income in Tonga due to recessions in the host economies. Additionally, remittance revenue

may reduce work incentives at home. Moreover, there may be nuances in the consideration of labour mobility by

smaller Pacific island States. On one hand, it provides them with much needed employment and remittance income.

On the other hand, some Pacific islands experience a depopulation trend and risk to be unable to provide basic

services (such as medical).

Source: Based on a paper prepared by Julia Tijaja, former Trade Policy Adviser of the Office of the Chief Trade Adviser of the

Pacific on behalf of the ESCAP Pacific Office.

14 The Tripartite Free Trade Area envisages establishing an

FTA among 26 members of the three existing Regional

Economic Communities in Southern and Eastern Africa, i.e. the

Common Market for Eastern and Southern Africa, the East

African Community and the Southern African Development

Community. A Declaration and a roadmap were adopted in

2011.
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and Latin America15 may see some corrections

in the overall number of agreements, the enhance-

ment of trade done under each consolidated deal

and a reduction of trade costs for its members. For

countries in Asia and the Pacific there are two

competing deals, both potentially providing these

types of benefits while remaining quite different.

One is Trans-Pacific Partnership (TPP), led by the

United States, and the second one is Regional

Comprehensive Economic Partnership (RCEP), led

by ASEAN and its partners.

The Regional Comprehensive Economic Partnership

(RCEP) is a proposal for trade cooperation among

16 current member countries of the East Asia

Summit. It is also called ASEAN+6 as it includes

10 ASEAN members (Brunei Darussalam, Cambodia,

Indonesia, the Lao People’s Democratic Republic,

Malaysia, the Philippines, Singapore, Thailand and

Viet Nam), three additional members of ASEAN+3

(China, Japan and the Republic of Korea), and

three additional members of ASEAN+6 (Australia,

India and New Zealand). Based on 2011 data, the

16 countries have a combined population of more than

3 billion and a combined GDP of almost $20 trillion.

The concept of RCEP was initiated and studied

by Japan under the Close Economic Partnership

of East Asia (CEPEA) proposal.16 Japan proposed

the CEPEA initiative with the aim of strengthening

the East Asian Economic Partnership Agreement.

The ultimate objective was the development of

a regional production network, and trade and

investment liberalization together with system

facilitation and institutional capacity-building. RCEP

has been in the discussion stage since 2006 and

was formally discussed by ASEAN at the nineteenth

ASEAN Summit in November 2011, where leaders

of the ASEAN member States adopted the RCEP

framework, which sets out the general principles for

broadening and deepening ASEAN’s engagement

with its free trade agreement partners. Following the

twenty-first ASEAN Summit in November 2012,

leaders of the 16 countries endorsed the RCEP

Guiding Principles and Objectives for Negotiating,

adopted during the meeting of their Economic

Ministers in August 2012.

Based on these guiding principles, RCEP would

allow the region’s other economic partners to

eventually enter the agreement. Based on the

guiding principles, RCEP will have broader and

deeper engagement, with significant improvements

of the existing ASEAN+1 free trade agreements.

It will include provisions to facilitate trade and

investment, enhance transparency in trade and

investment relations between the participating

countries as well as facilitate the participating

countries’ engagement in global and regional supply

chains. RCEP will include economic and technical

cooperation elements that will allow all parties,

regardless of their level of development, to maximize

the opportunities made available by deeper and

broader economic engagements. RCEP will also

include provisions on intellectual property rights,

competition and a dispute settlement mechanism.

RCEP is viewed as a counterbalance to TPP. The

latter agreement goes beyond an ordinary free

trade deal since it covers areas such as

government procurement, and promotes higher

labour, environmental and intellectual property

standards – areas with which many developing

countries would have difficulty complying.17 Even

15 Significant developments in Latin America include:

(a) incorporation in 2012 of Venezuela as a full member of the

Common Market of the South (MERCOSUR); (b) consolidation

of three existing agreements between Mexico and the

members of the Central American Common Market into

a single deal; and (c) the launch of the Pacific Alliance as

 a new approach to Latin American regionalism.
16 Japan’s emphasis on such a framework rests on

safeguarding its leading role in the region in the light of China’s

expanding economic and political influence in the region.

Japan’s insistence on the inclusion of India, together with

Australia and New Zealand, as part of the larger integration

process reflects its concerns regarding the economic and

strategic balance in the ASEAN+3 proposed by China. Initially,

China’s focus was not on ASEAN+6 but on ASEAN+3.

However, the United States-led proposal for a TPP, from which

China is excluded, pushed China to join the RCEP talks.

17 Current members agreed to include these areas to the

negotiation table; negotiation process covers market access

(agriculture, industrial, textile), rules of origin, customs

procedures, SPS, TBT, government procurement, intellectual

property, trade remedies, competition policy, cross-border

trade in services, financial services, temporary entry,

telecommunications, e-commerce, investment, environment,

labour, cooperation and capacity-building, institutional

arrangements, dispute settlement, horizontal issues (regulatory

coherence, competitiveness and business facilitation, SMEs

and development.
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so, some potential RCEP members (Australia,

Brunei Darussalam, Malaysia, New Zealand,

Singapore and Viet Nam) have already joined TPP

negotiations. Some other RCEP members have

expressed an interest in joining TPP, including

Japan, the Republic of Korea, the Philippines and

Thailand. This agreement builds on the Trans-

Pacific Strategic Economic Partnership Agreement

(P4) between Brunei Darussalam, Chile, New

Zealand and Singapore, which entered into force in

2006. The new initiative aims to be a comprehensive

and ambitious agreement that will enhance trade

and investment as well as promote innovation,

economic growth and development among its

members.
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Table 6.5. Rising giants – RCEP and TPP blocs (GDP, population and trade, 2011)

  GDP Popula- Exports Exports Imports Imports

Economy
current tion Exports Imports to to

 
from from

prices (Million ($ billion) ($ billion) TPPa RCEP TPPb RCEP

($ billion) persons) (%) (%) (%) (%)

     Canada 1 737 34 421 447 79.6 9.5 63.9 18.7

Chile 248 17 81 75 36.8 43.6 37.3 27.4

Mexico 1 155 114 350 351 84.4 3.7 65.9 28.4

Peru 174 30 46 38 37.6 25.5 38.5 28.9

Taiwan Province
467 23 354 322 34.5 49.4 42.9 50.1

of China

United States 15 094 312 1 299 2 263 46.9 22.5 40.0 34.5

Total 18 874 508 2 197 3 173 55.2 22.3 45.8 33.1

Australia 1 488 8 246 234 44.2 74.9 43.7 52.8

Brunei Darussalamc 16 0.4 6 12 57.4 84.4 80.8 99.3

Malaysia 279 29 227 188 50.2 57.6 50.0 58.9

New Zealand 162 4 36 36 51.2 35.5 50.5 40.9

Singapore 260 5 410 366 39.3 53.8 42.1 49.3

Viet Namc 123 89 100 96 52.3 82.5 50.8 45.5

Total 2 327 137 918 823 44.7 62.0 45.8 52.0

Japan 5 869 128 823 855 41.4 44.4 34.5 42.1

Philippines 213 96 48 64 57.0 54.8 52.5 54.3

Republic of Korea 1 116 49 555 524 32.6 46.9 36.6 41.7

Thailand 346 64 229 226 43.2 51.0 44.5 54.3

Total 7 544 360 1 655 1 670 39.1 46.4 37.2 44.1

   Cambodia 13 15 7 6 53.9 18.1 45.5 75.1

China 7 298 1 348 1 898 1 621 41.7 24.1 48.6 36.0

India 1 676 1 207 301 462 25.6 20.5 19.9 26.2

Indonesia 846 241 203 177 57.0 63.3 58.1 65.0

Lao People’s
8 7 4 2 79.6 91.6 53.6 87.8

Democratic Republicc

Myanmarc 52 62 12 8 49.1 95.3 55.9 93.2

Total 9 893 2 880 2 410 2 267 41.1 27.4 43.5 36.6

EU27 17 578 504 5 824 5 959 12.0 8.6 11.4 14.1

World 69 660 6 974 15 246 16 338 29.3 22.1 29.1 30.0

Sources: Data on GDP and population are from the International Monetary Fund’s World Economic Database; trade data are from

United Nations Comtrade accessed from WITS; and trade data for Taiwan Province of China were obtained from the CEIC

database.
a Exports to, and b imports from TPP include exports to, and imports from current and potential TPP members.
c Due to data limitation, mirror data on trade flows have been used.
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The RCEP architecture could turn it into a bloc with

high potential for those countries participating in the

East Asian production networks centred on China,

and for Asian countries that heavily depend on

intraregional markets for their exports and imports.

Unlike TPP, RCEP includes China, which (as shown

in chapters 1 to 3 of this report) is a major trading

and economic partner of most RCEP members. As

table 6.5 shows, based on 2011 shares of trade with

each bloc, countries that are parties to both blocs

may find RCEP offering a larger trade opportunity

than TPP. For example, Australia’s exports to the

RCEP bloc were almost 75% of the country’s total

exports, while its exports to TPP bloc were only

44%.18 Similar patterns are found for other RCEP

potential members with the exception of Cambodia,

China and India, which rely relatively less on

intraregional demand for their exports. However,

even these countries may benefit from imports from

RCEP as such imports may reduce their costs of

imported inputs currently sourced from East Asian

neighbours.

An important characteristic of RCEP is that it

maintains ASEAN’s centrality, while allowing for

flexibility. It is an open agreement, meaning that any

FTA partner member can join at any time. It is also

open for inclusion of other negotiating areas among

RCEP participating countries, which may be

identified and mutually agreed upon in the course of

negotiations. This implies retention of flexibility

towards the treatment of sensitive sectors. It is

expected that RCEP will build on existing trade

agreements between ASEAN and the six dialogue

partners. Negotiations will start in 2013 and are

expected to be completed in 2015 when the ASEAN

Economic Community will be launched. RCEP is

expected to combine the free-trade agreements

between ASEAN and their six partner nations, and

to consolidate and deepen them in order to open up

more trade, services and investment flows among

the member States. RPEC has been hailed as

a platform for building an Asian bloc with strong

orientation towards South-South cooperation as

well as being capable of driving the initiative for

regional rebalancing and reconfirming the Asian role

in leading global but more equitable growth.

18 Because of overlapping RCEP and TPP membership,

shares of exports to, or imports from these two blocs may

surpass 100%.
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Annex

Number of agreements in force and under negotiations per Asia-Pacific economya

Economy
Number of all Agreements Agreements under Pending country

agreements in force negotiation ratification

Afghanistan 4 4 0

Armenia 10 9 1

Australia 18 8 9 1

Azerbaijan 10 10 0

Bangladesh 9 6 2 1

Bhutan 3 3 0

Brunei 11 9 2

Cambodia 8 7 1

China 19 11 8

Cook Island 3 2 1

Fiji 4 4 0

Georgia 10 9 1

Hong Kong, China 3 3 0

India 27 17 10

Indonesia 16 11 5

Iran (Islamic Rep. of) 6 5 0 1

Japan 18 14 4

Kazakhstan 13 11 2

Kiribati 3 2 1

Kyrgyzstan 11 11 0

Lao People’s Democratic
12 10 2

Republic

Macao, China 1 1 0

Malaysia 22 15 5 2

Maldives 2 1 0 1

Marshall Islands 2 1 1

Micronesia 3 2 1

Mongolia 2 0 2

Myanmar 9 9 0

Nauru 3 2 1

Nepal 3 3 0

New Zealand 15 9 6

Niue 3 2 1

Pakistan 19 11 7 1

Palau 1 0 1

Papua New Guinea 7 6 1

Philippines 12 10 2

Republic of Korea 22 11 10 1

Russian Federation 11 8 3

Samoa 3 2 1

Singapore 34 20 12 2

Solomon Islands 4 3 1

Sri Lanka 9 7 2

Tajikistan 9 9 0

Thailand 20 16 4
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Tonga 3 2 1

Turkey 25 20 2 3

Turkmenistan 7 7 0

Tuvalu 3 2 1

Uzbekistan 11 10 1

Vanuatu 4 3 1

Viet Nam 15 11 4

Maximum 34 20 12

Minimum 1 0 0

Average 9.8 7.2 2.4

a Number of agreements in force and in total includes the GSTP (a global agreement). American Samoa, French Polynesia, Guam,

New Caledonia, Northern Mariana Islands and Timor-Leste do not report any trade agreements. Total number of agreements also

includes pending agreements when they exist. Average calculated only for economies with one or more agreements.

Economy
Number of all Agreements Agreements under Pending country

agreements in force negotiation ratification




