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1. INTRODUCTION

The year 2010 has seen some historical “firsts” in

terms of preferential trade agreements (PTAs) in

Asia. On the one hand, China and Taiwan Province

of China signed the Cross-Straits Economic

Cooperation Framework Agreement. The European

Union signed its first comprehensive FTA in Asia

with the Republic of Korea. Hong Kong, China, after

pursuing free trade only through unilateral and

multilateral modalities for many years, finally signed

its second FTA (in addition to the FTA with China) in

2010 with the European Free Trade Association

(EFTA). Mongolia, the only WTO member in Asia

not party to any FTA, is currently negotiating deals

with Japan and has initiated procedures to accede

to the Asia-Pacific Trade Agreement (APTA). APTA

Participating States, after adopting framework

agreements in investment, trade facilitation and

services, have started discussions to promote and

facilitate investment prior to formal negotiations on

an Agreement on the Promotion and Protection of

Investment among APTA Participating States. Also

noteworthy is that the ASEAN-China Free Trade

Area became effective on 1 January 2010.

On the other hand, some countries view FTAs with

more skepticism and reserve. The crisis-triggered

loss of production and employment at home has

made them sensitive to the fact that benefits from

trade liberalization take longer to materialize and

that adjustments to liberalization sometime tend

to enhance already existing structural problems.

Thus, some pending or actual FTAs have received

a critical reception by certain social groups, e.g.

in Indonesia (against the ASEAN-China FTA),
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Sri Lanka (against expanding the India-Sri Lanka

FTA), and in New Zealand (against the expansion of

the Trans-Pacific Partnership).

Many countries have rushed the conclusion

of trade deals in the hope of halting

a decline in their exports

Nevertheless, since the start of crisis, countries in

Asia and the Pacific44  have increased the number

of RTAs in force by 17, an increase by more than

18% compared with the number of RTAs in force in

2007. They also launched negotiations on about

a dozen new agreements. The question arises

whether all these FTAs actually helped countries to

maintain or increase the level of their trade. This

subsection seeks to answer this question. It first

comments on the status of regionalism in terms of

the number of trade agreements in the region and

their coverage of trade, followed by a discussion on

the role of RTAs in the crisis.

2. THE EVOLVING LANDSCAPE OF

REGIONAL TRADE AGREEMENTS

There is no straightforward answer to the question

of how many trade agreements are signed or in

force in the region as it all depends on the source of

information and the coverage and specification of

such agreements. In this subsection, trade

agreements are counted only for countries which

44 As throughout this publication, Asia and the Pacific covers

regional members and associate members of ESCAP.
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are regional ESCAP members.45  Databases on

RTAs are provided by ESCAP, WTO and the Asian

Development Bank (ADB). UNCTAD provides the

most comprehensive database on global bilateral

investment treaties (BITs).46

Table 15 summarizes the total number of trade

agreements involving regional ESCAP member

countries. In each database the total number of

agreements is (much) higher than the number of

agreements which are actually being implemented

(i.e. in force). It is important to note this difference,

as commentators frequently quote the total number

of agreements reported in databases, which

includes agreements either under negotiation or

under consideration, and thus inflates the extent of

regionalism. Some of these trade agreements may

never materialize.

Databases are also helpful in mapping regional

trade agreements. Figure 32 illustrates the

landscape of regionalism in Asia and the Pacific

based only on those agreements which are

recorded as “in force” in APTIAD. As expected, the

largest portion of trade deals is negotiated between

two partners: bilateral trade agreements make up

75% of all agreements. It is somewhat surprising

that a significant number of trade agreements are

signed between partners in different geographical

regions. For example, close to 45% of all trade

agreements in force are between countries in Asia

and the Pacific and partners in other regions of the

world.

45 There are 58 regional ESCAP members and associate

members. Of these, 31 are also WTO members and 11 are

WTO observers.
46 ESCAP Asia-Pacific Trade and Investment Agreements

Database (APTIAD) is available at http://www.unescap.org/tid/

aptiad. The WTO Regional Trade Agreements Information

System (RTA-IS) is available at http://rtais.wto.org. The ADB

Asian Regional Integration Center (ARIC) is available at http://

aric.adb.org. These databases vary significantly in coverage of

the number of trade agreements in Asia and the Pacific. WTO

provides a global database and only records agreements

involving at least one WTO member AND which are notified

(including early announcements) to the WTO secretariat. In

contrast, APTIAD only tracks trade agreements involving at

least one member from the ESCAP region even when the

agreement is not or does not have to be notified to WTO.

Therefore the number of agreements for specified group of

countries (i.e. ESCAP members) will be larger in APTIAD than

in the WTO database. ADB’s ARIC has the same requirements

as APTIAD but while APTIAD includes Turkey and the Russian

Federation, ARIC includes agreements of Taiwan Province of

China as well. UNCTAD has a comprehensive database on

BITs and other international investment agreements, available

at http://www.unctad.org/templates/Page.asp?intItemID=

2344&lang=1.

47 WTO records on RTAs reflect the legal notification rather than the physical number of RTAs. For example, for an RTA that includes

both goods and services commitments, there are two notifications, one for the goods aspects (Article XXIV of GATT 1994 or the

Enabling Clause) and one for the services aspects (GATS Article V) even though it is only one RTA. New WTO transparency

provisions for RTAs (see Transparency Mechanism for RTAs, WTO document WT/L/671) provide for the “Early Announcement” of

RTAs under negotiation and/or signed but not yet in force in addition to the legal notification of the agreement upon its entry into

force.

Table 15. Number of regional trade agreements in the Asia-Pacific region

(as of early September 2010)

Database

Based on ESCAP regional members

Notified to Pending Under
Residual

In force
WTO ratification negotiation

 (Proposed or

other category)

APTIAD 160 110 105 13 37 –

RTA-IS 286a 101 126 4 21 –

(including early (signed)

announcements)

ARIC 233 86 92 26 59

(signed) (under negotiation) 55

Source: Respective databases accessed on 8 September 2010.

a denotes number of agreements globally. The subset of agreements associated with ESCAP regional member countries is 126.47

Total number

of agreements

in the database
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The Asia-Pacific region is also active in concluding

international investment agreements (IIAs).

However, increasingly investment provisions are

covered in regional and bilateral trade agreements

and economic partnerships agreements which are

relatively deep in scope and wide in coverage (see

box 3).

RTAs have been discussed in the trade literature

from many different angles, covering all types of

economies and using different analytical methods.

One strand of literature, focusing on the relationship

between regional and multilateral trade liberali-

zation, is particularly rich. There is still no clear and

uniform consensus on whether RTAs are a stepping

Figure 32. Landscape of regional trade agreements in Asia and the Pacific

Source: Based on APTIAD data downloaded on 8 September 2010.

Box 3. The evolving landscape of regional investment agreements

While the focus in this section is on the analysis of regional trade agreements, the Asia-Pacific region has emerged as

one of the most active in concluding international investment agreements as well. Such agreements consist of bilateral

investment treaties (BITs), avoidance of double taxation agreements and other investment agreements, typically trade

agreements with investment provisions. Globally, the number of BITs and avoidance of double taxation agreements are

increasing but at a declining rate. Another trend is towards renegotiation of BITs to make them more balanced in terms

of rights of investors and development needs of host countries. Also, an increasing number of investment agreements

contain provisions on liberalization in addition to the conventional clauses on promotion and protection of foreign direct

investment (FDI). As of May 2010, ESCAP regional member economies were party to some 1,355 BITs, or half the

global total. Of these, 243 were among ESCAP regional members. These economies were also parties to 1,171

avoidance of double taxation agreements and 379 other investment agreements. Two Asian economies are among the

top 10 world signatories, China at number 2 with 125 BITs, and the Republic of Korea at number 10 with 90 BITs. At the

regional level, the recently concluded ASEAN Comprehensive Investment Agreement (ACIA) consolidated the earlier

Framework Agreement on the ASEAN Investment Area and the ASEAN Agreement on the Promotion and Protection of

Investment. An ASEAN-China Investment Agreement was signed in 2009 to complement the ASEAN-China Free Trade

Agreement. The ASEAN-Australia-New Zealand tripartite free trade agreement also contains an investment chapter.

As these examples demonstrate, and in recognition of the close links between international trade and investment, the

trend is currently away from BITs towards more comprehensive investment coverage in regional and bilateral trade

agreements. At the bilateral level, the economic partnership agreements concluded by Japan with selective ASEAN

partners, stand out for their comprehensive investment commitments, including on the pre-establishment most-

favoured nation and national treatment.

As in the case of regional trade agreements, the importance of international investment agreements in attracting FDI is

a subject of much study. A consensus is emerging though that generally speaking and in most cases they perform

a complementary but not essential role as a determinant of FDI. Given their large number, probably more than in the

case of regional trade agreements, the “noodle-bowl” of overlapping and duplicating international investment

agreements is also a source of concern and there is certainly scope for consolidation.

Source: UNCTAD (2010b).
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stone or a stumbling block to the multilateral

process of achieving global free trade. Those that

see RTAs as stumbling blocks tend to refer to the

situation where a country’s foreign trade is

increasingly covered by agreements with its trading

partners. If such coverage ratio accounts for up to

80-90% of a country’s foreign trade, the country

would have little incentive to engage in multilateral

trade negotiations. In addition, to the extent that

only a small fraction of a country’s trade is not

covered by RTAs, it might be the case that this

fraction involved goods and services on a reserva-

tion or sensitive list not subject to commitments.

Table 16 provides estimates of trade coverage of

RTAs signed by countries in the Asia-Pacific region

(which are also ESCAP member countries with

record in APTIAD). On the whole, about 35% of

their total trade is conducted under RTAs, which

comprises just over 54% of their trade done with

non-RTA members. In other words, for every dollar

of trade they make with partners in RTAs, they

make $1.84 with non-RTA partners. This means that

Asia-Pacific countries still trade extensively with

countries with which they do not have RTAs. The

question that arises is: if countries of the region

signed more trade agreements with the European

Union, the United States and perhaps selected

oil-exporting countries, would the benefits increase

proportionally to the coverage of trade? The answer

to this question is important as at present time

many countries are either already engaged or

contemplate negotiation with the European Union

and the United States. Future issues of APTIR will

attempt to provide more information on the topic.

3. MORE IS NOT ALWAYS BETTER

While the number of RTAs and IIAs in Asia and the

Pacific is steadily increasing, it is important to

assess their depth and impact. The multilateral rules

(disciplines) on RTAs proscribe the type of trade

agreements economies could enter into without

breaching the most-favoured-nation (MFN) principle

– the core principle of the multilateral trading

system.48  In particular, GATT Article XXIV and

GATS Article V stipulate that agreements should be

comprehensive in terms of coverage of trade and

ambitious in terms of removal of border barriers and

should achieve free trade in a reasonably short

period of time. There are separate and less

stringent conditions for trade agreements concluded

among developing countries (as contained in the

so-called “Enabling Clause”). Nevertheless, the

intention of all disciplines is to nudge members

towards concluding agreements which would fully

liberalize “substantially all the trade” among their

members. Commitments taken on under the

multilateral trading system (MTS) also present

a benchmark of sorts as RTAs should lead to more

trade liberalization than MTS. The inspection of the

texts of agreements signed by Asia-Pacific

countries finds that while some agreements do not

correspond to these criteria, most loosely fit.

However, even if all agreements are “WTO-proof”

agreements, the sheer number of those combined

Table 16. Intra- and extra-regional trade agreements trade coverage

for Asia-Pacific economies

Coverage ratio of
Ratio of intra-RTA

intra-RTA trade
trade and

(Per cent)
extra-RTA trade

(Per cent)

Share of intra-RTA exports in total 35.16 Share of intra-RTA exports in exports 54.21

exports to the world to non-RTA partners

Share in intra-RTA imports in total 35.30 Share of intra-RTA imports in imports 54.56

imports from the world from non-RTA partners

Source: Calculated based on information on RTAs partners from APTIAD and trade data from COMTRADE downloaded through

WITS, 2010.

48 For more details see APTIR 2009 (ESCAP, 2009a), chapter 3

as well as the literature cited therein. Information on the

Transparency Mechanism, which is the latest addition to the

rules on RTAs under WTO is available on http://www.wto.org/

english/tratop_e/region_e/trans_mecha_e.htm.
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with the “noodle bowl” phenomenon might present

a problem.

Namely, the number of RTAs with sometimes

overlapping, duplicating and sometimes conflicting

commitments and rules of origin (known as the

“noodle bowl”) renders the effective implementation

of RTAs difficult and their potential benefits out of

reach. As in the case of IIAs, sometimes FTAs are

concluded for political reasons with little economic

benefits. This calls into question to what extent

RTAs have actually made trade larger, cheaper and

easier. Empirical trade economists have been

grappling with this question for many years. Still, it

is a simple fact that it is very difficult to isolate the

effects of RTAs as there are many factors that might

be influencing trade and economic activities at the

same time. Studies which report on the utilization

rates of individual RTAs do not have much evidence

in support of the claim of “easier trade” while traders

are often ignorant of these RTAs or simply prefer to

export under the MFN regime.

RTAs, of course, may have additional effects apart

from generating trade (or, rather, exports). RTAs

could be used as anchors of domestic reforms and

hence could help improve efficiency and growth

prospects in the economies involved in RTAs. RTAs

which are deep in commitment and broad in scope

also lead to freer movements of labour, capital and

knowledge. As noted above, there is a tendency for

RTAs to become more comprehensive in scope,

covering investment, intellectual property rights and

sometimes even labour and environmental issues.

However, the realization of these effects would

require structural adjustments in the liberalizing

economy. During periods of economic crisis, as

noted above, these adjustments might meet with

resistance, in particular as those capturing the

benefits are not necessarily the same as those

paying the costs. It is hoped that the recent crisis

will not deter Asia-Pacific economies from

enhancing regional cooperation through concluding

meaningful RTAs. However, such RTAs should be

consolidated to the extent possible and lead

to concrete value-added. In the end, they 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).




