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Executive Summary
In the early years of the twenty-first century proposals reflecting two distinct “visions” of Asia-Pacific integration were being advanced for consolidating the regional trade architecture through the establishment of region-wide trade agreements. The rise of East Asian regionalism was reflected in proposals for an East
Asian Free Trade Area (EAFTA) and Comprehensive Economic Partnership for
East Asia (CEPEA), envisaged as major elements in an agenda for building an
economically integrated East Asian region. APEC’s “trans-Pacific vision”, of integrating economies on both sides of the Pacific through achievement of
APEC’s Bogor goals of free trade and investment in the Asia-Pacific region, was
refreshed in modified form with the proposal for a Free Trade Area of the AsiaPacific (FTAAP), conceived in principle as a free trade agreement embracing all
APEC members.
In 2006 APEC leaders sought to emphasise complementarity between the two
“visions” by formally adopting a Regional Economic Integration agenda in which
the FTAAP was recognized as a “long-term prospect”. At Yokohama in 2010 the
leaders set out the way forward in more concrete terms, when they unambiguously endorsed the FTAAP as the end-point to be reached in the evolution of the
Asia-Pacific regional trade architecture, while at the same time endorsing a “twotrack” approach to its eventual achievement. The leaders stated that achievement
of the FTAAP is to be based on progress made within both a “trans-Pacific
track”, represented by the Trans Pacific Partnership (TPP), involving economies
from both sides of the Pacific, and an “East Asian track”, now represented by the
Regional Comprehensive Economic Partnership (RCEP), a successor initiative to
the EAFTA and CEPEA, with participation at this stage limited to the sixteen
“ASEAN Plus Six” economies on the western side of the Pacific. Six of the 21

APEC economies are currently participating in both “tracks”, while four are participating in neither track. Four of the RCEP participants are not members of
APEC.
The leaders left open the question of how the two “tracks” might evolve and
eventually converge into the FTAAP. In the meantime, attention is focused on
the substance of the TPP and RCEP agreements being negotiated within each
“track”, and their implications both for the size and distribution of the prospective economic benefits of each agreement, and for the prospects of each agreement for gaining acceptance from other economies in the Asia-Pacific region as
the “model” for the eventual FTAAP.
Of the two agreements, the TPP at this stage appears to have the more ambitious
and comprehensive agenda. After three years negotiations have advanced to the
point where failure, while still possible, would be a major surprise, but there are
many sensitive issues remaining to be resolved. In addition to the expected market access issues of particular sensitivity to individual participating economies,
other highly sensitive issues involve rules of origin, intellectual property, pharmaceutical evaluation pricing and subsidy programmes, management of electronic
data flows, labour and environment. These and other issues are discussed in detail
in the paper. How these issues are eventually resolved will be important in determining both the extent to which the TPP lives up to its stated ambition of being
a “high quality” agreement and also its prospects of being accepted as a “model”
for an eventual FTAAP.
The RCEP negotiations are only just beginning. It is correspondingly more difficult to evaluate its likely content and its potential as a basis for the eventual
FTAAP. It appears likely that the most substantive provisions will be those on
trade in goods, trade in services, and investment, prospects for which are analysed
in detail in the paper. In these areas the RCEP faces formidable challenges in
consolidating existing arrangements among the participating economies to a level

that would mark an impressive step towards the eventual FTAAP. On the other
hand the RCEP may be better placed than the TPP to develop rules of origin
that foster deep integration among the production systems of participating economies. Provisions on intellectual property and competition policy are included in
the proposed content of the RCEP, but it would be a surprise if these provisions
approach the depth of commitment being sought in the TPP.
Like the TPP before it, RCEP faces all the issues involved in establishing agenda
priorities and modalities for negotiating an agreement among countries that in
many cases are already linked by existing agreements, or in some cases by ongoing negotiations. The complexities and difficulties will be compounded by the
likelihood that the participating economies will come to the negotiations with
widely divergent levels of ambition. Especially under these conditions ASEAN’s
determination that the RCEP should be an ASEAN-led process also means that
RCEP negotiations could turn out to a defining test of ASEAN’s ability to maintain its leadership role in regional economic integration.
Keywords: APEC, Asia-Pacific, East Asia, trans-Pacific, regional integration,
free trade, TPP, RCEP, FTAAP, convergence
JEL Classification: F150
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APEC’s Regional Economic Integration
Agenda and the Evolution of Economic
Integration in the Asia-Pacific Region
Robert Scollay

I. Introduction

The pursuit of regional economic integration in the Asia-Pacific region in the
early twenty-first century has featured two distinct concepts of regionalism.
The concept of trans-Pacific regionalism has a longer history, having been embodied in APEC and in earlier vehicles of cooperation such as PECC and PBEC.
Since the East Asian Crisis of 1997-98 the rise of East Asian regionalism has
heralded an increasing focus on the concept of an economically integrated East
Asian region, seen by some as an alternative and by others as a complement to
trans-Pacific regional integration. The question of whether the two approaches to
regional integration would be competing or complementary has been most obviously to the fore in the field of trade, whereas the East Asian emphasis on regional integration through monetary and financial cooperation has had no serious


r.scollay@auckland.ac.nz
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counterpart in the trans-Pacific context. This paper focuses on the trade dimensions of regional economic integration.
Within the evolving Asia-Pacific trade architecture the relative emphasis on
the trans-Pacific and East Asian approaches has tended to vary both over time
and with the level at which integration is being pursued. There has been both a
trans-Pacific and East Asian dimension to the proliferation of trade agreements
at the bilateral level that began around the turn of the century,1 with linkages
being established both within East Asia and across the Pacific, as well as between
Australasia and both East Asia and the Americas, and also among the economies
on the Pacific seaboard of the Americas. The series of “ASEAN Plus” plurilateral
agreements2 that began to take shape a little later has been developed as a vehicle
for East Asian regionalism as well as for ASEAN’s determination to establish and
maintain for itself the central role in integration both within East Asia and between East Asia and its neighbouring regions. East Asia also took the lead in the
development of proposals for a region-wide trade agreement, with the proposal
for an East Asia Free Trade Agreement (EAFTA) between the members of the
ASEAN Plus Three group (the ten members of ASEAN plus China, Japan and
Korea). The EAFTA was first proposed in 1999, shortly after the formation of
the ASEAN Plus Three group, and was subject to a detailed assessment by a joint
expert group in 2006 (Joint Expert Group for Feasibility Study on EAFTA 2006).
Following the establishment of the East Asian Summit in 2005 Japan proposed
1

2

The proliferation of bilateral FTAs can be dated from the entry into force of the New Zealand Singapore Close Economic Partnership in early 2001. There are now more than 30 bilateral FTAs in
force in the Asia-Pacific region.
This series now comprises the ASEAN China FTA (ACFTA), the ASEAN Japan Comprehensive
Economic Partnership (AJCEP), the ASEAN-Korea FTA (AKFTA), the ASEAN Australia New
Zealand FTA (AANZFTA), and the ASEAN-India FTA (AIFTA).
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an alternative Comprehensive Economic Partnership for East Asia (CEPEA)
between the then members of the EAS, comprising the ASEAN Plus Six group
(the ASEAN Plus Three Group, plus India, Australia and New Zealand). The
CEPEA proposal was also subject to a feasibility study by an expert group
(CEPEA Track Two Study Group 2008). Both the EAFTA and CEPEA proposals have since been the subject of ongoing discussion and study. Working
groups were established on economic cooperation, customs procedures, tariff
nomenclature and rules of origin. In practice these working groups came to include participants from each of the ASEAN Plus Six” economies, so that work
on EAFTA and CEPEA was effectively merged at this level, although politicians
and academics in some economies continued to express a preference for one or
the other.
Meanwhile, APEC’s pursuit of the Bogor goals of free trade and investment
in the Asia-Pacific region, to be achieved by the non-discriminatory process described as “concerted unilateralism” had by the turn of the century lost momentum in the face of the challenge of East Asian regionalism and the loss of credibility resulting from the failure of APEC’s Early Voluntary Sector Liberalisation
(EVSL) initiative. In the early years of the new century the launch of the WTO’s
Doha Round negotiations, and the beginnings of the rapid spread of FTAs in the
Asia-Pacific region, seemed to draw attention still further away from APEC’s vision of trans-Pacific integration. The trans-Pacific vision was however refreshed
in modified form in 2004 with the proposal by the APEC Business Advisory
Council for a Free Trade Area of the Asia Pacific (FTAAP), conceived in principle as a free trade agreement embracing all APEC members.
At the APEC Economic Leaders Meeting in Hanoi in 2006 the apparent clash
between the East Asian “vision” embodied in the EAFTA and CEPEA pro-
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posals and the trans-Pacific “vision” reflected in the FTAAP was resolved within
APEC by a compromise whereby APEC formally adopted a Regional Economic
Integration (REI) agenda in which the FTAAP was recognized as a “long-term
prospect”. The absence of a credible vehicle for early implementation of the
trans-Pacific approach to region-wide trade liberalization was remedied in 2008 by
the emergence of the Trans Pacific Partnership (TPP) initiative, which formally
involved converting a somewhat obscure trade agreement (the Trans Pacific Strategic Economic Partnership or TPSEP) among four small APEC member economies3 into a potentially much more significant region-wide trade agreement
involving also the United States and Australia as well as Perú, Vietnam and later
Malaysia. The commencement of formal TPP negotiations in early 2010, and the
openly declared ambition to draw in further APEC members as participants, focused attention squarely on the TPP as a potential building block for the FTAAP.
The 2010 APEC Economic Leaders Meeting appeared to mark an important
step toward resolving the question of how these separate East Asian and transPacific initiatives would be reconciled in promoting the future evolution of the
trade architecture of the Asia-Pacific region. In the leaders’ 2010 statement the
status of the FTAAP is elevated from that of a “long term prospect” to that of
“a major instrument to further APEC’s Regional Economic Integration (REI)
agenda”. The FTAAP is to be “translated from an aspirational to a more concrete
vision.” The leaders further declare that the FTAAP is to “be pursued as a comprehensive free trade agreement by developing and building on ongoing regional
undertakings, such as ASEAN+3, ASEAN+6, and the Trans-Pacific Partnership,
among others.”
3

The TPSEP is often referred to as the ‘P4’ FTA. The four members were Brunei Darussalam, Chile,
New Zealand and Singapore.
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The leaders thus unambiguously endorsed the FTAAP as the end-point to be
reached in the evolution of the Asia-Pacific regional trade architecture. At the
same time they gave equal endorsement to the EAFTA, CEPEA and TPP initiatives as building blocks from which the FTAAP may be developed. In doing so
they can be said to have effectively endorsed a “two track” approach to the
achievement of the FTAAP, with the ASEAN+3 and ASEAN+6 processes representing an “East Asian track”, while the TPP represents a “Trans-Pacific track”.
The leaders left open the question of how the two “tracks” might evolve into
the FTAAP, and any conjecture about how this might happen must necessarily be
speculative. It would be logical however to expect that successful conclusion of
the agreements proposed within each “track” would be an important intermediate step in the process. A number of possibilities can be envisaged for the convergence of the two “tracks” toward the FTAAP, ranging from a negotiated
compromise between the “models” represented by agreements reached within
each “track”, to the adoption of one of the agreements as the “model” or template for the FTAAP. It can reasonably be anticipated that the relative strength of
the influence of each “track” on the process of evolution toward the FTAAP,
and on the design of the FTAAP itself, will be related at least in part to the
strength of the momentum developed within each track.
Endorsement of the “two track” approach to the FTAAP thus provides additional pressure for progress to be made within each “track”. For the participants
in the trans-Pacific “track” the immediate challenge is to conclude the TPP at the
stated level of ambition while at the same time attracting additional participation
from leading East Asian APEC members in both Northeast and Southeast Asia.
The immediate challenge for the participants in the East Asian“track” has been
to overcome the obstacles that have so far prevented the EAFTA and CEPEA
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initiatives from proceeding to the stage of formal negotiations, so that negotiations for an East Asia-wide agreement can finally get under way. The pressure for
more tangible progress along the East Asian “track” was quickly reflected in new
initiatives emanating both from the Northeast Asian economies of China, Japan
and Korea, and from ASEAN. Steps taken in early 2012 to set the stage for
commencement of negotiations for a China-Japan-Korea FTA (the “CJK FTA”)
appeared to reflect among other things a recognition that remedying the lack of
formal economic integration in Northeast Asia is an essential condition for consolidation of East Asian trade agreements into a single region-wide agreement,
and may also have reflected a sense that further progress in East Asian integration requires some degree of acceptance of a leadership role by Northeast Asia.4
On the other hand ASEAN clearly remains determined to retain its leadership
role, and this appears to have been an important motivation for ASEAN’s exploration of alternatives to EAFTA and CEPEA as configurations for an East Asian
trade agreement. Initial exploration of an “ASEAN Plus Plus” concept has now
crystallised as a decision to launch negotiations in 2013 for a Regional Comprehensive Economic Partnership (RCEP). The RCEP is intended to be centred on
ASEAN, like EAFTA and CEPEA, with membership open to all of ASEAN’s
“Plus Six” partners who wish to join.
An illustrative analysis5 by Petri et al. (2012), assessing the economic impacts
4

5

More recently a deterioration in political relations between China and Japan and between Japan and
Korea appears to have clouded prospects for early progress on the CJK FTA. In the meantime China
and Korea have moved quickly forward with negotiations for a bilateral FTA.
The evolutionary sequence of the trade architecture modeled in Petri et al. will not necessarily be
followed in practice, and in fact their hypothesized scenario has already been overtaken by events
such as the launching of the RCEP and new developments relating to TPP participation. Petri et al.
assume that on the trans-Pacific “track” the TPP is implemented among nine members by 2015 and
expanded to 13 members by 2020, while on the East Asian “track” an FTA between China, Japan
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of a “two-track” process leading to implementation of the FTAAP by 2025,
highlights both the scale of the potential economic gains at stake, and also how
the size of those potential gains can vary enormously, depending on the characteristics of the agreements forged within each of the two “tracks”, and how far
those characteristics are eventually reflected in the design of the FTAAP. Petri et
al. estimate that the potential global economic gains6 from the FTAAP exceed by
a significant margin the potential global gains available from completion of the
WTO’s Doha Round, a result they attribute to the more ambitious liberalisation
assumed in the FTAAP case, even though the FTAAP prospectively covers only
around the half the volume of trade that would be covered by a Doha agreement.
They also compare the global gains from an FTAAP that evolves from the transPacific “track” via the TPP with the gains from an FTAAP evolving from the
East Asian “track” as represented by the EAFTA, using assumptions involving
significantly deeper and more comprehensive liberalisation in the TPP than in the
EAFTA. On these assumptions the global economic gains from an FTAAP that
evolves from the trans-Pacific “track” exceed the gains from an FTAAP evolving
from the East Asian “track” by 42%. Furthermore, the gains from an FTAAP
evolving from the TPP and an FTAAP evolving from the EAFTA are respectively more than three times and more than double the combined gains from the

6

and Korea is implemented by 2015 and the EAFTA by 2020. The FTAAP is assumed to be implemented by 2025. The results are influenced by the assumptions of the model, as is the case with all
such modeling exercises. Unlike many such exercises however, Petri et al. explicitly allow for less than
complete liberalization where they consider this warranted, and also for less than complete utilization
of preferences, so that in this sense at least their results can be regarded as conservative.
Petri et al. emphasise global economic gains in their commentary. In the case of the FTAAP their
estimate of the combined gains of APEC members slightly exceeds the global economic gains, with
the difference reflecting small economic losses for the rest of the world. The economic gains are expressed as changes in economic welfare measured by the equivalent variation (EV) method.
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TPP and EAFTA.
While the findings of Petri et al. (2012) must necessarily be regarded as illustrative, they draw attention to three points that are worth underlining. First, the
potential economic benefits of the FTAAP are very large, and should offer correspondingly strong incentives for the FTAAP to be pursued by its prospective
members. Second, the largest part of these potential gains will be foregone if the
trans-Pacific and East Asian “tracks” become “stuck” at the completion of the
TPP and the EAFTA respectively, and fail to converge to the FTAAP. Third, the
size of the potential gains from the FTAAP will be heavily influenced by the
comprehensiveness and depth of the liberalisation that it embodies, which is likely to be strongly influenced in turn by the comprehensiveness and depth of liberalisation in the agreements from which the FTAAP evolves.
These three key points provide the essential motivation for this paper, which
focuses on two dimensions of the prospective provisions of trade agreements
being pursued within the Asia-Pacific. The first dimension considered is the
depth and comprehensiveness of the liberalisation that can be anticipated, which
will influence both the economic gains that can be expected from these agreements themselves, and also the economic gains that might be attainable in an
FTAAP, to the extent that these agreements become “models” for the eventual
FTAAP. The second dimension considered is the extent to which the provisions
of these agreements may facilitate or impede convergence to the FTAAP. This
second dimension may be partly related to the first dimension, to the extent that
weak liberalisation provisions may be an obstacle to convergence for economies
that prefer strong liberalisation, while strong liberalisation provisions may be an
obstacle for economies that see such provisions as beyond their capacity to implement at least for the time being. There may also be contentious provisions
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whose relationship to the quality of liberalisation and general desirability is disputed, for example because they are seen as advantaging narrow interest groups
in particular economies at the expense of overall economic welfare,7 or because
they are viewed in some economies as making insufficient allowance for legitimate differences between economies in domestic policy priorities or in administrative, legal and economic systems. There may obviously be a tension between
these two dimensions. Provisions embodying strong liberalisation are likely to
enhance the economic benefits both of the agreements in which they are embodied and, if they are carried over into the eventual FTAAP, of the FTAAP as well.
On the other hand, provisions that impede convergence toward the FTAAP may
jeopardise the eventual realisation of the potential benefits from the FTAAP,
even if they facilitate conclusion of the agreements in which they are embodied.
These issues are addressed below in separate sections focusing on the prospective content of agreements in the trans-Pacific and East Asian “tracks”.
Before these issues are addressed, the next section of the paper briefly summarises latest developments in both “tracks”.

7

This of course is an inversion of the classic outcome expected from successful liberalization, where
overall economic welfare is enhanced but at the expense of disadvantaging some interest groups.

II. State of Play in the Two “Tracks”

1. The Trans-Pacific Track: TPP
The TPP negotiations began in Melbourne in March 2010, and the fourteenth
round of negotiations concluded in September 2012 in Leesburg, USA. The fifteenth round was held in December 2012 in Auckland, New Zealand. Meantime
the leaders of the TPP governments, meeting on the margins of the East Asian
Summit in Pnompenh in November 2012, agreed on October 2013, the date of
the next APEC leaders’ meeting,8 as the target date for completion of the TPP
negotiations.9 It was subsequently announced during the Auckland negotiating
round that three further negotiating rounds will be held prior to October 2013,
supplemented where necessary by inter-sessional consultations and meetings.
The scale of the negotiations has grown to encompass over twenty negotiating groups, and rounds now extend over up to two weeks, with the involvement
of several hundred officials from participating economies, as well as numerous
stakeholder events on the margins of the TPP involving both supporters and
opponents of the TPP.10
The rhetoric surrounding the negotiations has from the beginning emphasised
the ambition for the agreement to be a “high quality”, “21st century” agreement
8
9

10

The 2013 APEC Economic Leaders Meeting will be held in Bali, Indonesia, in October 2013.
It is however becoming increasingly doubtful that this target can be met, especially following the
formal announcement in March 2013 of Japan’s intention to join the TPP.
A useful summary of the development of the negotiations can be found in Elms and Lim 2012.
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with extensive coverage of “next generation” trade issues. Although these terms
have not been precisely defined, the report of Ministers to APEC Leaders in
2011 summarised five essential characteristics of the envisaged agreement (USTR
2011a):
●

Comprehensive market access in all areas, eliminating tariffs and other barriers to trade and investment.

●

A fully regional agreement that will facilitate the development of production
and supply chains on a “holistic” basis, helping to “build regional commercial networks that will enhance the competitiveness of our businesses and
encourage the use of TPP inputs”.

●

Incorporation of commitments across the agreement on a set of “crosscutting” issues, emphasised for their importance in deepening linkages across
the region at all levels of business and in economies at all stages of economic
development. The issues to be specifically addressed in this way are:
‒ Regulatory Coherence
‒ Competitiveness and Business Facilitation
‒ Small and Medium Enterprises (SMEs)
‒ Development

●

Addressing new trade challenges associated for example with the ongoing
emergence of new technologies in the digital economy, and also with
“green growth” issues.

●

An agreement designed to function as a “living agreement”, with institutions and processes in place that enable the agreement to be updated where
necessary to respond to new developments in trade, technology, or other
emerging issues or challenges.

20
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A report (USTR 2011b) issued at the time of the APEC Leaders’ meeting in
Hawaii also provides a useful summary of twenty issues for which legal texts are
being negotiated, and indicates the intended overall scope of the agreement:
●

Competition

●

Cooperation and Capacity Building

●

Cross-Border Services

●

Customs

●

E-Commerce

●

Environment

●

Financial Services

●

Government Procurement

●

Intellectual Property

●

Investment

●

Labour

●

Legal Issues (including Dispute Settlement)

●

Market Access for Goods

●

Rules of Origin

●

Sanitary and Phytosanitary (SPS) Measures

●

Technical Barriers to Trade (TBT)

●

Telecommunications

●

Temporary Entry

●

Textiles and Apparel

●

Trade Remedies

The 2011 report indicated that by then consolidated text had been developed
for almost all of these issues, with the text being complete in some areas and
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needing further work to complete in others. An unspecified proportion of the
text was in square brackets indicating that agreement has not yet been reached.
By the completion of the fourteenth negotiating round in Leesburg, in September 2012, there were reports indicating that a number of chapters were substantially agreed, with relatively few areas of disagreement. One report indicated
that about half of the chapters “have either been nearly closed out” by the removal of all square brackets or reached the point where higher level “political
guidance” is needed on “how to settle contentious issues” (Inside US Trade
2012b). It was also reported however that the parties have decided not to announce when individual chapters have been “closed out”, because of the understanding that the agreement is to be treated as a “single undertaking”, meaning
that no issue can be regarded as definitively concluded until all issues are concluded (Inside US Trade 2012a).
The ministers from the economies participating in the TPP negotiations reported to the 2012 APEC leaders’ that there are now 29 chapters under negotiation, and divided the issues into three groups, apparently classified according to
the degree of progress achieved (USTR 2012). “Significant progress” was reported to have been made in areas including competition policy, cooperation and capacity building, cross-border services, customs, government procurement, and
telecommunications, as well as the “cross-cutting” issues of competitiveness and
business facilitation and small and medium enterprises (SMEs), although the ministers themselves also noted that aspects of the negotiations on cross-border services and government procurement are proving challenging, especially for economies that have not previously negotiated services on a “negative list” basis, or
have not previously negotiated government procurement provisions in an FTA
context. It is also known from other reports that important issues remain to be
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resolved in the area of competition policy, particularly issues relating to stateowned enterprises, and there are also outstanding issues in the customs area (Inside US Trade 2012a). The ministers reported “substantial” forward movement
on areas such as rules of origin, investment, financial services, and temporary
entry, although once again the ministers allude elsewhere to the challenges that
the investment negotiations pose for economies that have not previously negotiated this issue on a “negative list” basis. Other reports have noted issues of fundamental importance that still remain to be resolved in the investment negotiations, as well as specific issues of high sensitivity in the rules of origin negotiations (Inside US Trade 2012a).
After noting the areas of “significant progress” and “substantial” forward
movement ministers go on to report that “we continue to make progress in
working through our differences on the other chapters”. They also conclude their
report by noting that the remaining issues “include many complex, new and sensitive areas on which careful consideration and thorough consultation are needed.”
Reports from the Leesburg round of negotiations indicate that areas where issues
of high sensitivity remain to be resolved include intellectual property, Ecommerce, textiles and apparel, environment, and labour, as well as issues in the
investment and competition areas noted above (Inside US Trade 2012a). Inevitably, there are also a number of sensitive issues in the area of market access for
goods that remain outstanding, as well as related rules of origin issues, and important issues also continue to be negotiated in the areas of SPS and TBT.
In addition to the declared ambition of establishing the TPP as a “high quality”
agreement, a second defining characteristic of the TPP as envisaged by the participating economies has been the explicit intention to draw in additional participants. As already noted above, the expansion of TPP membership has been seen

II. State of Play in the Two “Tracks”

23

from the beginning as an element in an evolutionary process leading to eventual
realisation of the FTAAP as the ultimate objective of APEC’s regional economic
integration agenda. Widening of participation in the TPP would also clearly increase the potential economic benefits to participants. It has been agreed that
participation should in principle be open to any APEC economy willing to commit itself to the same level of ambition as the existing participants. It has also
been accepted that participation may be expanded both by admitting additional
participants to the negotiations prior to the conclusion of the agreement, and by
the accession of new members to the agreement after it has been concluded.
Processes are clearly required for both modes of expansion. In practice expansion of the number of participating economies has turned out to be a vital development proceeding in parallel with gradual negotiation of the substance of
the proposed TPP, and the process for admitting additional participants to the
negotiations has accordingly had to evolve as the negotiations have proceeded.
At the commencement of negotiations in 2010 there were seven full participants: the United States, Australia and Perú together with original “P4” members,
Singapore, New Zealand, Chile and Brunei Darussalam. Vietnam attended the
negotiations initially as an observer. Malaysia joined the negotiations as a full participant in October 2010, and Vietnam also switched its status to that of full participant at the APEC meeting in Yokohama in November 2010.
The majority of the bilateral relationships among this group of nine participants, the so-called “TPP9”, are already covered by existing FTAs. Questions
naturally arose as to the relationship between the TPP and the existing FTAs,
especially in the context of setting the negotiating agenda of the TPP. The relationship between the TPP and existing US FTAs with other TPP participants was
particularly contentious. Economies that had concluded hard-fought FTAs with
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the United States were wary of re-opening negotiations with the United States on
the issues that had caused them the greatest difficulty in the earlier negotiations.
Conversely the United States has so far declined to negotiate new TPP market
access commitments with its existing FTA partners, as will be discussed further
below. Issues will also arise over the parallel operation of the TPP and the preexisting FTAs.
Perhaps the main significance however of the fact that most of the bilateral
trade relationships among the “TPP9” are already covered by existing FTAs has
been to underline the importance of expanding the participation in the TPP.
Many commentators (for example Petri et al. 2012, Scollay 2011, Elms and Lim
2012) have noted that a TPP comprised of the “TPP9” would not dramatically
increase the proportion of regional trade covered by FTAs, although it would
deliver substantial benefits in relative terms to smaller economies that have not
concluded an FTA with the United States, namely Vietnam, New Zealand, Malaysia and Brunei Darussalam. A quantum leap, both in the potential trade coverage
of the TPP and in the credibility of the TPP as a step toward the FTAAP, occurred in 2011 with the announcements at the APEC leaders’ meeting in Hawaii
that Canada and México had decided to seek TPP membership and that Japan
would also enter into discussions with existing TPP participants with a view to
joining the negotiations. A process was then agreed whereby agreement by the
existing participants to admit the new entrants would be based on bilateral consultations between the new entrants and each existing participant, for the purpose
of satisfying the latter of the new entrants’ commitment to the level of ambition
already established among the existing participants. To ensure that entry of new
participants should not lead to the unravelling of the negotiations an understanding was also reached that the new entrants would be expected to accept the pro-
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gress that had been in the negotiations prior to their entry.
The process thus established led to agreement that the entry of Canada and
México into the TPP negotiations would be be formalised at the December 2012
negotiating round in Auckland. Japan’s leaders continued to affirm their wish to
join the TPP but establishing the degree of domestic political consensus needed
to follow through on this ambition proved difficult. The formal announcement
of Japan’s intention to join came in March 2013, following a change of government. Japan is slated to join the negotiations on completion of the required consultation process with the existing participants. One result of Japan’s entry is that
the October 2013 target for completion of the TPP negotiations, which was already beginning to appear over-optimistic, is unlikely to be met (Inside US Trade
2013).
For both the existing participants and the new entrants, and for the region as a
whole, the entry of Canada and México, and especially the now scheduled entry
of Japan, transforms the TPP into an initiative with the potential to add very significantly to the share of regional trade covered by FTAs. The resulting increase
in potential economic benefits to TPP members increases the incentives both for
conclusion of the agreement among the eleven (or twelve, once Japan joins) economies now participating, and for additional APEC economies to seek participation.
The extent to which the TPP can continue attract to additional participants
obviously has important implications both for progress along the “Trans-Pacific
track” toward the FTAAP and for the size of the economic benefits that TPP
members can expect to enjoy. Practical considerations are likely to dictate that as
the negotiations near conclusion the scope for admitting new participants to the
negotiations will diminish, and attention will shift to accession of new members
to the completed agreement as the principal mode of expansion. The prospect
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of additional economic benefits from membership expansion can nevertheless be
expected to provide some incentive for existing participants to consider how the
terms and conditions that they finally agree will encourage or discourage the participation of further APEC members.
Interest in joining the TPP has been expressed at high levels in the Philippines
(Aquino 2010) and Chinese Taipei (see for example Focus Taiwan 2010). More
recently there have been reports that Thailand might announce an intention to
join the TPP (Bangkok Post 13 November 2012, Inside US Trade 2012c). The
most crucial factors in determining the degree of further progress toward the
FTAAP along the “Trans-Pacific track” will be the stances of the three major
East Asian economies that have not indicated an intention to join the TPP: China,
Korea and Indonesia.
There have been indications from Korea of interest in joining the TPP (see
for example Nishikawa 2010) and this interest has been encouraged by the United
States (Dong-A Ilbo 2010). Korea’s incentives to join a TPP9 have however been
relatively weak, given that it now already has an FTA with the United States, as
well as with Chile, Perú, and with Singapore, Vietnam and Brunei Darussalaam as
ASEAN members. The entry of Canada and México could significantly increase
the incentive for Korea to consider TPP participation, as could the future entry
of Japan. Korea’s view on the TPP may be less influenced by the stance of China
now that it is negotiating its own bilateral FTA with China.
The Chinese government is known to be watching TPP developments closely
and has commissioned at least three separate studies of the TPP by Chinese
think-tanks and academic institutions. Views expressed by leading Chinese experts on possible Chinese participation in the TPP have ranged from strongly
positive (Lu 2011) to strongly negative (Cai 2011). Statements by Chinese officials
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have reflected wariness over how United States motivations and intentions toward China are reflected in its approach to the TPP. On the other hand a Deputy
United States Trade Representative has publicly stated that “the TPP is absolutely
not a negotiation that’s directed at China” (Marantis 2011), and an influential
United States trade specialist has argued that “its hard to conceive of a comprehensive Asia-Pacific trade agreement that does not eventually include China”, and
commented further that “China is on the mindset of everyone at the table in the
TPP negotiations” (Schott 2011).
2. The East Asian Track – the RCEP
The RCEP is a much newer development than the TPP, and correspondingly
much less can be said about its structure and content at this stage. The initiative
can be seen as a further development of the approach to regional integration
embodied in the EAFTA and CEPEA proposals. It also clearly reflects a recognition in ASEAN that a strong ASEAN-based competitive response to the TPP
within the East Asian “track” would be essential to ASEAN’s prospects of maintaining its coveted leadership role in regional integration processes. A Framework
for Regional Comprehensive Economic Partnership was announced at the
ASEAN Summit in Bali in November 2011 (ASEAN 2011). Following the
ASEAN Economic Ministers Meeting in August 2012 it was announced that
agreement had been reached to begin negotiations for the RCEP in 2013, following “successful bilateral discussions with the involved parties” (SIIA 2012). A set
of “Guiding Principles and Objectives” for the RCEP was agreed at that time
both within ASEAN and with the governments of the other “involved parties”.
The RCEP was then officially launched at the ASEAN Summit in Pnompenh in
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November 2012.
The “involved parties” are China, Japan and Korea, the prospective ASEAN
partners in the EAFTA, and Australia, New Zealand and India, the additional
prospective partners in the CEPEA. In contrast to EAFTA and CEPEA, the
RCEP will not proceed on the basis of a predetermined membership, but will be
open to participation by any of these “involved parties”, “either joining at the
outset or at a later stage”. The RCEP can thus be viewed as providing for a
“compromise” between the EAFTA and the CEPEA (SIIA 2012), although in
practice all six of the ASEAN partners have affirmed an intention to participate,
at least initially. The RCEP is “also open” to participation by “any other external
economic partners” (Das 2012). The RCEP is intended to “further entrench
ASEAN centrality” in the face of “severe challenges” from developments such as
the TPP and the CJK FTA, and will thus be important in demonstrating
“ASEAN’s capability to bring together its own ten members and external partners
for economic growth, development and harmonisation”(Das 2012). Das also
contrasts the “single undertaking” approach of the TPP, with its insistence on a
“high quality” agreement from the beginning, with the “flexibility principle” embodied in the ASEAN leaders’ framework for the RCEP, whereby the RCEP
“can be accomplished in a sequential manner or single undertaking or through
any other agreed modality” and “shall provide for special and differential treatment to ASEAN member states”.
The establishment of the RCEP as a single vehicle of region-wide integration
can be analysed as the potential consolidation of three integration processes.
The first of these processes is the integration between ASEAN and its partners
in the “ASEAN Plus” FTAs. The “Guiding Principles and Objectives” state that
“the RCEP will have broader and deeper engagement with significant improve-
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ments over the existing ASEAN+1 FTAs”. Although the detailed modalities for
establishment of the RCEP have yet to be worked out, the intention of ASEAN,
also stated in the “Guiding Principles and Objectives”, that the RCEP should
reinforce ASEAN centrality suggests that the consolidation of these FTAs into a
single region-wide agreement is envisaged as the central dynamic in the creation
of the RCEP. It is this dimension that has received the most attention during the
preparations leading up to the RCEP negotiations.
Equally important, or arguably even more important for the stated purpose of
creating a region-wide agreement, will be a second process involving integration
among the “ASEAN-Plus” partners. The extent to which the bilateral relations
among these partners are covered by existing or proposed FTAs varies. The relationships already covered by existing FTAs are those of Japan and Korea with
India, China with New Zealand, and Australia with New Zealand. Negotiations at
various stages of progress are under way for FTAs between China and Korea,
China and Australia, Japan and Australia, Korea and Australia, Korea and New
Zealand, India and Australia and India and New Zealand. Negotiations for the
proposed trilateral CJK FTA are also reportedly scheduled to commence in 2013.
This leaves China-India and Japan-New Zealand as the only bilateral relations
among the “ASEAN-Plus” partners not covered by an existing FTA or by ongoing or imminent FTA negotiations.
The RCEP is explicitly not intended to replace existing FTAs. The “Guiding
Principles and Objectives” state that “the ASEAN+1 FTAs and the bilateral/
plurilateral FTAs between and among the countries will continue to exist and no
provision in the RCEP will detract from the terms and conditions in these bilateral/plurilateral FTAs between and among the participating countries”. The question of how RCEP will apply to the bilateral relations between the sixteen poten-
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tial members is thus an interesting and potentially complex one. In the case of
the relations between ASEAN itself and its partners it is clear that RCEP is envisaged as operating in parallel with the existing “ASEAN Plus” FTAs. It is also
clear that ASEAN intends to initiate, lead and coordinate the RCEP negotiations
covering these relationships. It is less clear whether it is envisaged that RCEP negotiations will cover any or all of the various bilateral relationships among the
“ASEAN Plus” partners, nor whether either ASEAN or its partners envisage that
ASEAN will initiate, lead and coordinate any such negotiations, nor indeed
whether ASEAN has the capacity to do so. Partners that already have a bilateral
agreement in place will need to decide whether to negotiate a parallel agreement
within the framework of the RCEP. In cases where negotiations are already ongoing or imminent, bringing those negotiations within the framework of the
RCEP might conceivably be seen as useful in situations where the negotiations
have not being going well, but might be viewed as an unnecessary complication
by partners who see the need to negotiate on important issues that are specific to
their bilateral or plurilateral relationship, and who may believe they can make better progress by negotiating independently of the RCEP. The CJK negotiations,
for example, seem likely to proceed independently of RCEP, at least initially, and
some bilateral negotiations already under way may also continue independently.
In the case of bilateral relations where no FTA exists, and no negotiations are
ongoing or imminent, a decision will presumably need to be made on whether
negotiations should be initiated within the framework of RCEP or independently
of RCEP. It is conceivable, perhaps even likely, that the overall outcome of all
these possible permutations will be that some of the bilateral relations between
the “ASEAN Plus” partners are covered only by FTA arrangements that have
been negotiated outside the framework of the RCEP negotiations. A formula will
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presumably then have to be developed to bring these relationships within the
overall RCEP structure.
The third integration process potentially encompassed by the RCEP is the integration within ASEAN itself, including in particular the ASEAN Trade in
Goods Agreement (ATIGA) and the ASEAN Framework Agreement on Services (AFAS), raising once again the question of how such pre-existing agreements will be related to the RCEP. ASEAN is also pursuing its blueprint for an
ASEAN Economic Community (AEC), conceived in principle as a single
ASEAN market, In the light of ASEAN’s objective of reinforcing ASEANcentrality it is very likely that ASEAN will seek to link the AEC and the RCEP,
although this is not stated explicitly in the “Guiding Principles and Objectives”.
Some of the AEC single market elements could be incorporated in the RCEP, or
it might even be proposed that the RCEP be developed as an extension of the
AEC.
The RCEP negotiations will thus face “structural” issues relating to the coexistence or otherwise of the new region-wide agreement with existing FTAs that
are likely to prove even more complex than in the TPP case, especially if the
RCEP is not pursued as a single undertaking. Ultimately however it is the depth
of integration achieved in the RCEP provisions that is likely to determine the
RCEP’s contribution to region-wide integration.
The “Guiding Principles and Objectives” states that the “RCEP will cover
trade in goods, trade in services, investment, economic and technical cooperation,
intellectual property, competition, dispute settlement, and other issues.” The emphasis is firmly on trade in goods, trade in services, and investment, which have
been the preferred focus of ASEAN in its existing “ASEAN Plus” FTAs.
On trade in goods, the “Guiding Principles and Objectives” document echoes
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the language of GATT Article XXIV in stating that RCEP is to aim at “progressively eliminating tariffs and non-tariff barriers on substantially all trade” among
the parties. On services, the RCEP is to “substantially eliminate restrictions
and/or discriminatory measures” on trade in services among the participating
countries. The RCEP is also to “aim at creating a liberal, facilitative and competitive environment” for investment in the region, through measures covering the
“four pillars of promotion, protection, facilitation and liberalization.” Economic
and technical cooperation is to “aim at narrrowing development gaps among the
parties and maximizing mutual benefits from implementation of the RCEP”.
Intellectual property provisions are to aim at reducing “IP-related barriers to
trade and investment”, essentially through cooperation. The parties are also “to
cooperate in the promotion of competition, economic efficiency, consumer welfare and the curtailment of anti-competitive practices.” The RCEP dispute settlement process is to provide an “effective, efficient and transparent process for
consultation and dispute resolution”.
Das (2012) reports that RCEP working groups on trade in goods, trade in
services and investment have already been established, apparently evolving from
the working groups established earlier to support the EAFTA and CEPEA initiatives. SIIA (2012) stresses the importance of accelerating the work of these working groups. Das also emphasises that RCEP must focus on rationalisation of the
complex web of rules of origin operating in the current “spaghetti bowl” of
FTAs in the region, noting that the RCEP can deliver important economic gains
by “pursuing a simplified approach to ROOs in East Asia involving harmonized
ROOs, coequality of rules, and cumulation of value contents”. She goes on to
stress also the importance of addressing non-tariff barriers (NTBs) in the RCEP,
making particular mention of standards and conformance and customs procedures.
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3. TPP, RCEP and the Architecture of the “Two-Track” Approach to the FTAAP
The launching of the RCEP as a parallel initiative to the TPP brings greater
clarity to the “two-track” approach to the FTAAP, as illustrated in Figure 1.
Eleven of the 21 APEC members are now participating in the TPP negotiations,
and this number will increase to thirteen if Japan and Thailand follow through on
stated intentions to join the TPP. The sixteen potential participants in the RCEP
include twelve APEC members, together with India and the three ASEAN members that are not members of APEC.
Four APEC members – Hong Kong China, Chinese Taipei, Russia and Papua
New Guinea – are not yet participating in either track. Among these four, Hong
Kong China and Chinese Taipei are important players in regional trade and investment, so that from the perspective of economic logic it will be important at
Figure 1. Configurations of Asia-Pacific Integration
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some point to address the question of how they can participate in the “two track”
approach to overall regional economic integration.
Six APEC economies – Singapore, Brunei Darussalam, Malaysia, Vietnam,
Australia and New Zealand – are participating in both tracks. The possible entry
into the TPP of Japan and Thailand would bring to eight the number of “dual
track” participants.
It is interesting to note the varying levels of participation by the ASEAN
members. Four ASEAN members - Singapore, Brunei Darussalam, Malaysia, and
Vietnam – are participating in both tracks, as well as being members of APEC,
and a fifth ASEAN member (Thailand) is reportedly about to join this group, as
noted above. At the other end of the scale Cambodia, Laos and Myanmar are
participating in the RCEP only, and are not members of APEC. That leaves Indonesia and the Philippines as the only ASEAN members in APEC not to declare an intention of joining the TPP, although the Philippines has expressed interest in doing so at some future point, as also noted above. Only Indonesia
among ASEAN members in APEC has been resolute in showing no interest in
joining the TPP. The logical implication is that a principal purpose of the lower
level of ambition envisaged for the RCEP (relative to the TPP) is to accommodate the needs or preferences of Indonesia, Cambodia, Laos and Myanmar.
The position of India, as a potential participant in the RCEP but a member
of neither APEC nor ASEAN, is also noteworthy. One of the question marks
over whether or when the CEPEA could proceed had been whether, and on what
terms, India would be willing to participate. The RCEP initiative neatly resolves
this question. Participation in the RCEP is at India’s option, as is also the case for
all ASEAN’s other partners, and the ability to proceed with the RCEP is not dependent on the agreement to participate of India (or any other ASEAN partner).
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The paper now turns to the potential content of the TPP and the RCEP, considered from the perspective of their roles as possible models for an eventual
FTAAP.

III. The TPP: Prospective Content and Issues for
Regional Economic Integration

Although no draft texts from the TPP have been officially released, sufficient
information has emerged from the negotiations to provide reasonably clear pictures both of the likely content of a number of sections of the agreement and
also of the issues at stake in the areas that remain contentious. In this section a
number of these “pictures” will be assessed both for the extent that they measure
up to the stated ambition of a “high quality” agreement and for their likely acceptability as models for an eventual agreement that can embrace all Asia-Pacific
economies.
Two key sets of tensions can be identified running through the more contentious issues in the TPP negotiations. One set of tensions is between the maximisation of economic rents by particular interest groups in individual economies
and the maximisation of overall economic welfare in each participating economy.
Tensions of this kind are evident in debates over market access, rules of origin,
intellectual property, E-commerce, and access to medicines, among others. A second set of tensions is between pressure for adoption of enforceable provisions
reflecting one particular model of economic and social organisation on the one
hand, and on the other hand a preference for principles-based and outcomesfocused approaches that allow for greater diversity in economic, social and political frameworks, objectives and priorities. These tensions are obvious in TPP debates over state owned enterprises (SOEs), electronic data flow, and access to
medicines. The appearance of both sets of tensions in issues like access to medicines demonstrates the inter-relationship between them. The ways in which these
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tensions are resolved in the eventual TPP agreement will have a considerable
bearing on the prospects of the TPP being accepted as a “model” for an eventual
FTAAP.
1. Market Access for Goods
There is considerable variation among the TPP9 in the approach taken to
market access for goods in their existing FTAs. Economies with low or nonexistent MFN tariff restrictions, such as Singapore, Australia, and New Zealand
have generally been willing to commit to full liberalisation of 100% of tariff lines.
The United States has a well-established list of sensitive products, such as textiles
and apparel, sugar and dairy products, that it has typically sought to exclude from
full liberalisation in its FTA commitments, either by excluding specific tariff lines
from its liberalisation commitments or by qualifying its commitments by means
of permanent tariff rate quota (TRQ) limitations or special bilateral safeguard
provisions, or in some cases by other innovative mechanisms.11 Some other participants have specific sensitive products that they have sought to exclude from
liberalisation commitments in FTAs with partners that are internationally competitive producers of those products while being willing to liberalise the same
products in FTAs with partners that do not pose a competitive threat. Aside from
the relatively small number of tariff lines which are fully excluded from liberalisation commitments by the United States and most other TPP9 participants, sensi-

11

For example, in some FTAs United States commitments to liberalise sugar are qualified by a provision allowing it to opt out of its commitments by making a compensation payment to its partner
equivalent to the economic rent that the partner would have enjoyed on its sugar exports to the
United States if the liberalization commitments had been implemented.
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tivities over other products or sectors are accommodated by phasing the elimination of tariffs over transition periods of varying lengths, during which TRQ limitations or special safeguards may also apply. Finally, Vietnam is something of a
special case, both in having a much lower per capita income than any other TPP9
participant, and also by virtue of already having to adjust to the very substantial
MFN commitments that it has recently made as a condition of its accession to
the WTO in 2007.
Achieving a harmonised approach to market access for goods in the TPP negotiations has been seriously problematic, as described in greater detail in Elms
and Lim 2012. A fundamental difficulty from the outset has been a basic disagreement among the participants over whether TPP commitments should be
plurilateral commitments that replace existing bilateral FTA commitments, or
whether TPP commitments should be negotiated only between those participants
that do not already have a bilateral FTA in place between them. The former approach appears to have been adopted by all of the TPP9 except the United States
and Perú (Elms 2012). The United States has so far followed the latter approach,
negotiating market access bilaterally with Vietnam, New Zealand, Malaysia, Brunei and Darussalaam but not with the other four TPP9 participants with which it
already has bilateral FTAs in place. To date its TPP negotiations with the “new”
partners have apparently skirted around the sensitive products that were excluded
from its existing bilateral FTAs, including products that are of export interest to
some “new” partners, such as textiles, clothing and footwear (TCF) for Vietnam
and dairy products for New Zealand. Some of the “new” partners are also holding back for the time being from negotiations with the United States on their own
sensitive products. The role to be played by TRQs and special safeguards in the
TPP provisions on these sensitive products also remains to be resolved.
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Unconfirmed reports from the negotiations indicate that agreement on complete elimination of tariffs has been reached in respect of a very high percentage
of tariff lines, well over 95%. Some tariffs will be removed on entry into force of
the agreement, while others will be phased out over periods understood to range
up to seven to ten years. Whether the stated objective of “comprehensive” market access will be achieved to the extent of full liberalisation of 100% of tariff
lines is a question to which the answer is likely to emerge only in the so-called
“end-game” of the negotiations. The attitude of the United States will obviously
have a decisive bearing on the answer to the question. Access to the United
States market for TCF and dairy products is a key negotiating objective for Vietnam and New Zealand respectively, and Malaysia also has an interest in TCF.
At the same time the United States’ existing partners cannot be expected to easily
accept an outcome that leaves them with access to the United States market that
is inferior to the access provided for “new” partners. The attitude of both the
“new” and existing partners of the United States to providing complete market
access under the TPP for their own sensitive products, for example autos in the
case of Malaysia, may well be influenced in turn by how the United States ultimately addresses this issue.
The question becomes more acute with the entry into the negotiations of
Canada and Mexico, each with their own sensitive sectors, as well as likely concerns over the potential dilution of their existing NAFTA preferences in the
United States market. Canada for example has traditionally insisted on excluding
its dairy and poultry sectors from liberalisation commitments. The question will
become even more acute with the entry into the negotiations of Japan, with its
well-known history of insisting on the exclusion of numerous agricultural products from liberalisation commitments. These new entrants can be expected to
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press hard for the exclusion of their most sensitive sectors, effectively softening
the principle of comprehensive market access. Some existing participants can be
expected to endeavour to resist this softening, while others may welcome it.
The pivotal stance is likely to be that of the United States, whose negotiators face
strong pressures in both directions. United States dairy interests for example are
insisting that the TPP must rectify what they see as a defect in NAFTA, by
providing for the opening of the Canadian dairy market to United States dairy
exports, while at the same they continue to oppose further opening of the United
States dairy market to exports from other TPP participants such as New Zealand
and Australia, and are also expressing concern over the prospective dilution of
their preferences in the profitable Mexican market. It was recently reported (Inside US Trade 2012a) that a United States negotiator avoided a direct response
“when asked if the U.S. was seeking full tariff liberalization in the TPP to the
extent that even tariffs on its own sensitive products would eventually go to zero”,
and “would only say that the U.S. is committed to pursuing an ambitious outcome
in all areas.”
2. Rules of Origin
Three important considerations relating to rules of origin for the TPP are
noted here. First, if one of the objectives of the TPP is to rationalise the socalled “spaghetti bowl” or “noodle bowl” of bilateral FTAs among the participants, an important step in achieving this objective must be to reduce or eliminate
the inconsistencies that exist between the rules of origin applying in the various
existing FTAs between TTP members. Among the different possibilities, one
approach would be to agree on a common set of rules of origin for use within
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the TPP. This could however inhibit some existing trade among members where
that trade is subject to rules of origin less onerous than the common TPP rules.
This could be addressed by leaving existing rules of origin in the existing FTAs in
force, allowing them to continue to be used in trade between the parties to those
FTAs, as an optional alternative to the common TPP rules. Another approach that
has been adopted in some recent bilateral FTAs is to establish co-equal rules, for
example specifying both a value-added rule and a change of tariff classification rule
for the same product, leaving exporters free to operate under whichever rule they
prefer. This approach may be difficult for some TPP participants to accept.
Second, it is well understood that the value of market access provided under
an FTA can vary considerably depending on whether the rules of origin and the
associated administrative procedures are designed to facilitate trade or whether
they are designed to limit the competitive threat to domestic producers from
partner exporters. Perhaps the most notorious rules of the latter kind are the socalled “yarn forward” or “triple transformation” rules for apparel that are typically found in FTAs involving the United States. This rule is especially contentious
between the United States and apparel-exporting economies, particularly Vietnam.
Avoiding the inclusion of such restrictive rules in the TPP rules of origin would
be consistent with an objective of fostering more open and efficient trade among
the TPP members, but this is likely to be resisted by economies like the United
States where rules of this kind are well-entrenched as established practice.
Third, the ambition for the TPP to be a “fully regional agreement that will facilitate the development of production and supply chains on a ‘holistic’ basis”,
helping to “build regional commercial networks that will enhance the competitiveness of our businesses and encourage the use of TPP inputs”, should imply
that the TPP rules of origin will incorporate cumulation provisions drawn broad-
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ly to allow cumulation for origin purposes across all TPP members. This will be a
significant advance on the present situation, where the rules of origin in some
FTAs result in preference being denied if inputs are sourced from other TPP
economies.
Addressing all of the above considerations in a positive, trade-facilitative fashion would be an important contribution toward establishing the TPP as a suitable
model for the FTAAP, at least in the area of market access for goods. It remains
to be seen how much progress can be made toward such an outcome in the negotiations, which are understood to be complex and difficult.
3. Services
It has been established that the provisions relating to services in the TPP will
follow the so-called “NAFTA” model, whereby the services chapter covers
“cross-border services” (Modes 1 and 2 in GATS terms), while the investment
chapter covers investment in services (Mode 3 in GATS terms) as well as investment in other sectors. Temporary movement of services providers (Mode 4 in
GATS terms) is covered in a separate section of the agreement. Sectoral coverage
of the services commitments is defined on a negative list basis, whereby the provisions in the services chapter apply uniformly to all sectors except those specifically excluded. Adoption of this framework in the TPP places it firmly in contention as a possible model for the FTAAP.
An advantage of this structure is that it avoids both the complexity and confusion associated with GATS-style scheduling of commitments and also the
awkwardness of splitting the provisions on investment between the services
chapter and the chapter on investment itself. As noted above, TPP ministers have
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reported that participating economies negotiating on this basis for the first time
are finding it a challenging experience. While adoption of a negative list approach
generally reflects a higher level of ambition than acceptance of a positive list approach, it also of course generally implies that “comprehensiveness” of market
access will not be achieved in the sense of full coverage of all service sectors.
Progress reports from the TPP services negotiations indicate that the TPP is
likely to disappoint those who argue that a “21st century” trade agreement needs
to break new ground in the approach to services liberalisation. A study by PECC
2011, for example, has highlighted the very modest extent of new liberalisation
of services trade that has been achieved in both the WTO and in preferential
trade agreements under the established modalities, and argued that development
of new modalities is essential if the enormous potential benefits of more farreaching liberalisation of services trade are to be realised. There has been little
sign to date that TPP participants are willing to move in this direction. It is also
understood that there is little likelihood that the TPP provisions on temporary
movement will extend beyond the relatively restrictive approach found in recent
United States FTAs, which reflects a firm boundary set by the United States
Congress.
4. Investment (Investor-State Dispute Settlement)
Investor-state dispute settlement (ISDS) has been the most contentious issue
in the TPP negotiations on investment. ISDS involves provision of an arbitration
process outside the legal system of the host economy for resolving disputes between foreign investors and host economy governments. Australia has argued
against inclusion of ISDS in the TPP and demanded that it be exempted from
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any provisions on ISDS that are included.
A rationale often put forward for ISDS is that it provides reassurance for developed economy firms investing in developing economies where the legal system
cannot be relied upon to provide satisfactory redress for infringements of their
rights. As a developed economy with an effective legal system Australia might
argue that foreign investors operating within its jurisdiction do not need such
reassurance. There are also more substantive objections to ISDS. It can be argued
that ISDS favours foreign over domestic investors by giving the former rights and
access to processes that are not available to the latter, in effect inverting the
standard national treatment provision requiring foreign investors to be treated
“no less favourably” than domestic investors, and potentially introducing inefficient distortions into investment flows. Perhaps more seriously, in the increasingly
common cases where investor protection provisions provide protection for investors against “indirect” as well as direct expropriation, ISDS may introduce the
risk of “regulatory chill” whereby governments are held back from regulation in
the public interest by fears that regulation may expose them to an expensive ISDS
action with uncertain outcomes and financial consequences. Fears are expressed
that this may happen even where regulation for purposes such as protection of
health and safety is exempted from ISDS action on grounds of indirect expropriation, and these fears have been heightened by a number of cases where ISDS
action has been taken or threatened by tobacco companies against governments
seeking to introduce regulations requiring plain packaging for cigarettes. Perceptions of the performance of international arbitral tribunals have also led to a degree of wariness on the part of governments. Dissatisfaction has been expressed
over alleged institutional bias and conflicts of interest, excessive costs, unreasonably large awards, lack of transparency, and issues of inconsistency and jurisdic-
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tion that arise because the decisions of tribunals do not have the status of legal
precedents.
These objections are summarised in a report by Australia’s Productivity
Commission (2010) which appears to have influenced the position taken by Australia in the TPP. The Productivity Commission also notes that the literature on
ISDS does not yield a strong case for existence of market failure problems experienced by foreign investors which can be successfully addressed by ISDS, and
that there is little evidence that the inclusion of ISDS provisions in trade and investment agreements has a significant effect on FDI flows. At the same time the
Productivity Commission acknowledges that the risks associated with ISDS can
be substantially though perhaps not completely mitigated by appropriate design
of the relevant provisions, for example by careful definition of terms like investment, indirect expropriation, and equitable and fair treatment, by requiring greater transparency and legal certainty in ISDS processes, and by requiring investors
to exhaust all available domestic legal channels before resorting to arbitration under ISDS.
In the light of the foregoing discussion, a rejection of the inclusion of any
ISDS provisions in the TPP may appear as a somewhat extreme position. On the
other hand, ensuring that any ISDS provisions proposed for the TPP are designed so as to mitigate as far as possible the perceived risks and problems associated with ISDS will be consistent with the aspiration for the TPP as a “high quality”
agreement, and is likely to increase the likelihood that the provisions will be accepted both by the TPP participants and subsequently as a suitable model for the
FTAAP. A promising example of moves in this direction is the apparent willingness
of the United States to table a proposal for a “safe harbour” provision to ensure
that public health policies related to tobacco are ring-fenced against ISDS action.
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5. Competition: State-Owned Enterprises
The USTR has been under intense pressure from some business stakeholders
to insist on the inclusion in the TPP of strong disciplines on SOEs that would fill
significant perceived gaps in WTO rules on SOEs. The proposals tabled by the
United States are understood to extend well beyond the relatively limited disciplines on SOEs contained in the Korea-US FTA.
There is a strong focus in the United States approach on disciplining support
provided by governments to SOEs by means of regulatory favouritism and financial support. While the WTO obligation on national treatment should in principle rule out regulatory favouritism, in the case of services it does not apply to
sectors that are not listed in the members’ schedules, and even in the case of the
scheduled sectors it does not apply to sectors which members exclude from their
national treatment commitments. There can also be questions as to whether national treatment obligations apply in cases where regulatory authority has been
delegated to the SOEs themselves. More comprehensive disciplines on regulatory
favouritism are sought by the United States. Financial support for SOEs that is
tantamount to a government subsidy ought in principle to be disciplined under
WTO rules on subsidies, but these rules do not apply to services, and even where
they do apply subsidies can be very difficult to identify in practice if the financial
relations between governments and SOEs are not transparent. Stronger disciplines on transparency in SOE financial operations are sought by the United States.
Discrimination against foreign suppliers by SOEs in their purchasing operations is another area of concern to the United States. The provisions against such
discrimination in the WTO’s Government Purchasing Agreement (GPA) apply
only to those SOEs that are specifically scheduled in the members’ GPA com-
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mitments. In any event only three TPP partners, the United States, Canada and
Singapore, are signatories to the GPA, although some other partners have made
commitments on this issue in bilateral FTAs with the United States.
There has been a distinctly cool reaction to the United States proposal on
SOEs from other TPP participants. Singapore, Malaysia and Vietnam, all economies with substantial SOE involvement, have indicated that they will carefully
study the potential impact of the proposal on their own SOEs before responding.
Singapore has also pointed out an asymmetry in the intended application of the
proposal arising because it applies only to SOEs under the auspices of national
government. The proposal will therefore apply to all Singapore’s SOEs, whereas
the large number of SOEs at state and municipal levels in the United States will
be exempt. Australia has countered the United States proposal with a demand
that any TPP provisions on SOEs should be linked to new disciplines on export
competition in the agricultural sector. (Inside US Trade 2012a).
There is likely to be considerable diversity in the attitudes of TPP partners to
possible TPP provisions on SOEs. Some economies may welcome provisions
that create an obligation to carry out reforms already seen as necessary in their
economies, but will want to ensure that they retain the flexibility to design their
reforms to suit their own circumstances and objectives. Some may find it difficult
to accept proposals that require a substantial unravelling of existing economic
arrangements, especially if these arrangements are seen to be working well and
are linked to deeply entrenched social objectives or political sensitivities. Some
TPP participants appear apprehensive as to whether the United States’ proposal
is targeted at specific SOEs in their own economy. There is also a perception
among many observers that the United States proposals are in fact targeted at
China rather than existing TPP participants, aiming to lock into the TPP a set of
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disciplines reflecting United States’ preferences that China would be required to
accept if it wished to join the TPP at a later stage. Such perceptions are encouraged by reported comments from United States business sources along the lines
that “one main objective of the TPP is to ensure that Asia-Pacific countries sign
up to the U.S. capitalist model rather than the state-influenced model exemplified
by China.” Provisions that come to be perceived as intended to impose a narrowly defined “United States model” are unlikely to gain easy acceptance for inclusion in either the TPP or an eventual FTAAP. A less controversial objective
would be to extend WTO disciplines that are relevant to SOEs to areas of business where they do not currently apply. The challenge is likely to be to develop
acceptable provisions on national treatment, non-discrimination, subsidies and
transparency that at the same time do not compromise an economy’s right to establish and maintain SOEs.
6. Intellectual Property
As is well understood the economic rationale for intellectual property protection involves a trade-off between welfare-increasing and welfare-reducing effects.
Right holders benefit from the availability of monopoly returns arising from the
protection. The associated higher prices impose welfare losses on consumers but
consumers also gain increased welfare from the innovation and creativity encouraged by the availability of monopoly returns to innovators and creators. The
overall effect is likely to be welfare-reducing if intellectual property protection is
too weak or too strong, in the former case because of insufficient innovation,
and in the latter case because of excessive monopoly returns.
Conflict arises in trade negotiations over intellectual property protection be-
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cause the optimum level of protection differs across economies, especially between net IP-importing and net IP-exporting economies. Regrettably, these negotiations are rarely if ever supported by the kind of detailed analysis of welfare
effects that has become commonplace in negotiations over trade in goods. In the
absence of detailed analysis there tends to be a presumption that the size of welfare losses at stake rises with increases in the strength of intellectual property
protections being proposed. Concerns at the scale of potential welfare losses accordingly tend to become particularly acute in reaction to proposals for very large
increases in the strength of intellectual protection, especially where the proposals
relate to issues of high significance for the operation of modern economies and
societies, such as the distribution of the benefits of the internet, and issues regarded as of vital importance for community welfare such as pharmaceutical patents. In the internet age, provisions that excessively tilt the balance in favour of
copyright holders can impose both large tangible financial costs and potentially
even larger intangible costs in the form of barriers to access to information and
ideas. Relatively small increases in patent protection for high-cost pharmaceuticals
can impose very large costs on an importing economy, and have significant adverse impacts on access to healthcare. It is conceivable that for some economies
the costs of excessive IP protection could outweigh the benefits they might expect to enjoy from liberalisation of trade in goods.
The difficulty of negotiating intellectual property rules for an agreement like
the TPP is compounded by the fact that the main body of multilateral rules, contained in the WTO’s TRIPS agreement, date back to the early 1990s, and accordingly take no account of the intellectual property implications of the subsequent
revolution in information and communications technology (ICT) and the advent
of the digital economy. While some TPP members have remained content to in-

50

APEC’s Regional Economic Integration Agenda and the Evolution of Economic ...

clude intellectual property rules in their bilateral FTAs that essentially reaffirm the
TRIPS obligations of the parties, businesses in economies like the United States
that have been at the forefront of the ICT revolution have insisted on the need
for new detailed rules for the protection of intellectual property in the context of
the digital economy. In the intellectual property provisions of FTAs like the Korea-US FTA the United States has established an elaborate template that it now
seeks to apply and further extend in the TPP.
Proposals to update intellectual property rules by making them more relevant
to the digital economy have inevitably led to arguments over the distribution of
benefits of the internet and the use of digital technology, and these arguments
have intensified as the internet and digital technology has become increasingly
central to the operation of modern economies. Concerns over the distribution of
gains and losses have become overlaid with concerns over impacts on flexibility
of business operation and on the flow of information and ideas. Negotiators are
challenged both by the novelty of the issues at stake and by the lack of any established consensus over the appropriate balance between the interests of users and
producers of intellectual property in the digital economy. Some proposals put
forward in the TPP negotiations relate to issues that have not yet been resolved
internally in the United States, as exemplified by the intense controversy generated there by the proposed Stop Online Piracy Act (SOPA). A recent example of
the difficulty of reaching international agreement on modernised intellectual
property rules was the rejection by the European Parliament of the AntiCounterfeiting Trade Agreement (ACTA), an agreement negotiated by the European Union and ten other countries (including six TPP participants) to establish
an international legal framework for targeting counterfeit goods, generic medicines and copyright infringement on the internet.
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It is therefore hardly surprising that intellectual property has been the most controversial topic in the TPP negotiations. In addition to familiar issues relating to the
extension of the term of protection for established forms of intellectual property
such as patents, copyrights and trademarks, there has also been controversy over
newer issues related to enforcement, transmission of copyright material over the
internet, and the application of intellectual property to pharmaceuticals and related
products. Some of the issues have generated controversy within the United States
as well as between the United States and its partners. For example, in the case of
so-called “fair use” limitations and exclusions from copyright, USTR has found
itself under pressure from both the TPP partners and from groups in the United
States such as internet service providers, academics and other researchers with a
strong interest in the issue. The issue of internet retransmissions of copyright
material has been similarly controversial. Achieving a balance between the public
interest and the interests of right holders in the digital age is clearly an enormous
challenge, made all the greater by the complexity of the relevant legal issues and
the lack of established international consensus on many of the issues at stake.
The TPP intellectual property negotiations relating to pharmaceuticals have
focused on “TRIPS-Plus” provisions relating to data exclusivity, patent extensions,
and patent linkage, all of which are measures designed to strengthen the position
of patent holders by delaying the entry into the market of generic medicines, and
which are accordingly labelled as restrictions on “access to medicines” by supporters of easier access to medicines by developing countries and other pharmaceutical-importing countries. The so-called “May 10th” Agreement”12 between
the congressional and executive branches of the US Government placed some
12

The agreement announced on May 10th 2007 and labeled “A New Trade Policy for America” was
intended to facilitate congressional approval of pending FTAs with Colombia, Panama, and Perú.
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limitations on the extent of concessions to be demanded by the United States in
each of these areas, and these limitations were reflected in relevant provisions of
FTAs with Colombia, Panama, and Perú. Stronger provisions however were incorporated in the KORUS FTA and the United States pharmaceutical industry
has made clear its preference for the KORUS FTA provisions to be adopted as
the model for the TPP. Perú has stated that it will not agree to provisions that go
beyond the May 10th Agreement provisions that are included in its FTA with the
United States (Congressional Research Service 2012). In the TPP negotiations the
United States has tabled a Trade Enhancing Access to Medicines (TEAM) initiative, which incorporates the stronger KORUS FTA provisions on data exclusivity,
patent extensions, and patent linkage, but limits their availability to firms that apply for marketing approval within a specified time period, to be known as the
“TPP Access Window”. According to Congressional Research Service 2012 the
TEAM initiative represents an effort to reconcile the stronger protections found
in the KORUS FTA with the purported greater access to medicines provided in
the May 10th Agreement. The United States claims that this approach will speed
up the introduction of generic medicines, but this claim is disputed by critics of
the TEAM initiative, many of whom regard even the May 10th Agreement as
skewing the balance of advantage too far in favour of the pharmaceutical industry interests (Cosbey 2007). This is a high stakes issue which is bound to remain
contentious in the negotiations, and the outcome will undoubtedly be carefully
weighed up by potential future entrants into the TPP.
7. Pharmaceutical Evaluation, Pricing and Subsidy Programmes
A contentious health-related issue in the TPP negotiations that is separate
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from but related to the issue of intellectual property protection for pharmaceutical producers is the purchasing regimes for government-subsidised medicines
operated by governments in TPP participating economies such as Australia, Canada and New Zealand. The premise underlying these programmes is that both the
supply of and demand for pharmaceutical products is outstripping the budgetary
capacity of governments to finance additional subsidies, and that accordingly
governments must have a mechanism in place for prioritising the medicines for
which government subsidies are to be available. This function is performed by
the Pharmaceutical Benefit Scheme (PBS) in Australia and Pharmac (the Pharmaceutical Management Agency) in New Zealand.13
Pharmac, for example, determines eligibility of medicines for government
subsidisation through a prioritisation process based on assessments of clinical
effectiveness and cost,14 and which may also involve price negotiations between
Pharmac and pharmaceutical vendors. A critical concept in this process is “therapeutic reference pricing”, whereby assessment of an expensive new medicine, for
example, would take into account the extent of the additional therapeutic value
of the medicine relative to its additional costs, compared in both respects to medicines already being subsidised. Combining this feature with the requirement imposed on Pharmac to operate within strict budgetary limits, and the obvious incentives to fund generic medicines in preference to patented medicines with comparable therapeutic effects, it is not difficult to see how pharmaceutical interests
perceive the Pharmac system as necessarily operating as a constraint on the profit
13

14

The PBS was established in 1948, and Pharmac was established in 1992. The Canadian system is
more complex, involving the Patent Medicine Prices Review Board at the federal level and 17 federal,
provincial and territorial public drug plans as well as the national Common Drug Review.
Pharmac indicates that it uses nine decision criteria in deciding which medicines should be publicly
funded. In addition to clinical and cost factors these criteria also include an equity element.
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opportunities open to pharmaceutical companies in the New Zealand market.15
Perhaps unsurprisingly the pharmaceutical companies’ strategy for some time
was to seek the abolition of Pharmac. Having moved away from this position, the
pharmaceutical industry now seeks the inclusion in the TPP of “transparency”
provisions designed to impose new constraining disciplines on entities like
Pharmac. The changes that these provisions aim to bring about apparently include a greater role for clinical input into the evaluation process relative to commercial considerations, greater involvement of the pharmaceutical companies
themselves in the evaluation process, a downplaying of the role of “therapeutic
reference pricing”, stronger rights of appeal against clinical decisions and subsequent funding decisions, and more robust scope for compensation for “undue”
delays. The anticipated payoff to the pharmaceutical companies is an increase in
the number of patented medicines approved for government funding and a reduced scope for Pharmac to exert downward pressure on prices. This outcome
would be likely to impose substantial additional costs on the purchasing government, which will be further inflated if at the same time the availability of generic
medicines is sharply curtailed as a result of the stronger intellectual property protection provisions also being proposed by the United States. The benefit to the
community of the increased expenditure on medicines will be diluted to the extent that the additional medicines approved are “me too” medicines that offer
only modest therapeutic advances relative to their cost. The resulting redistribution
of economic benefits from importing countries to the pharmaceutical industry
could be very large.
15

This perception might be disputed: “If Pharmac were simply abolished, and public subsidies of
health expenditure not adjusted, surely individuals would purchase fewer pharmaceuticals than is the
case now?” (G. Hawke, personal communication)
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8. E-Commerce: Data Flow
E-Commerce provisions aimed at eliminating or minimising impediments to
electronic transactions are increasingly included in FTAs involving TPP participants. These provisions may stipulate that no customs duties are to be imposed
on digital products, and they may also includes commitments to free flow of information. There has been controversy in the TPP negotiations over proposals
for enforceable provisions to prohibit the blocking of cross-border data flows
over the internet. Several participants apparently consider that these proposals
place unacceptable restrictions on the setting of government policy relating to
cross-border data flows, and would prefer provisions allowing them to retain restrictions on free flow of data, provided these can be shown not to be disguised
barriers to trade. Several participants have expressed concern that the proposals
make insufficient allowance for their privacy laws, which may for example restrict
the cross-border transfer of personal information. The proposals would also prevent economies from requiring the location of data servers within their territory.
New Zealand has argued that this requirement is an essential element in its legal
framework for protection of privacy. In some other economies such requirements are viewed as a mechanism for promoting the development of domestic
computer service businesses.
9. Customs
Controversies over the customs chapter in the TPP have focused on proposals to strengthen the provisions in existing FTAs for facilitation of express
delivery shipments. One contentious provision would require the establishment
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of a separate process, a so-called “express lane”, for clearance of express delivery
shipments, which would be subject to a mandatory requirement to clear express
delivery shipments within a specified period, such as four hours. Australia has
argued that this requirement should not apply to economies like itself whose
procedures already require clearance of all goods within a timeframe comparable
with that proposed for the “express lane” under the TPP. More generally, a number of participants reportedly prefer an outcomes-based requirement to ensure
release of express delivery shipments within a specified timeframe, without stipulating the “express lane” or any other specific procedure as the mechanism for
implementing this requirement.
Controversy has also arisen in the TPP negotiations over a proposal to establish a standard “de minimis” level of values of express shipments below which
duties would not be charged, at a level substantially above the “de minimis” levels
currently applied by a number of participants. Some participants are reportedly
concerned over the impact on their ability to collect value added tax on such express shipments, and at the implications both for revenue loss and for equality of
treatment of imported and domestically produced goods.
10. Sanitary and Phytosanitary (SPS) Measures
A number of existing FTAs of TPP participants contain “WTO-plus” provisions on SPS measures, but implementation of these provisions is generally on a
“best endeavours” basis, without recourse to dispute settlement. A controversial
proposal in the TPP negotiations would provide for enhanced enforceability of
some “WTO-Plus” SPS measures, by subjecting them to dispute settlement. The
United States and Australia are reported to be resisting this proposal, which is
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said to have been supported by all of the other TPP9 economies.
An innovative proposal has been put forward by some agricultural groups for
a “rapid response mechanism” (RRM), that would include an expedited process
for reviewing SPS issues at the request of any TPP partner, as well as an enhanced notification process designed to facilitate the resolution of SPS problems
(Inside US Trade 2012a). It is not clear whether this proposal has been formally
tabled in the TPP negotiations.
11. Environment and Labour
TPP negotiations on environment and labour have centred on proposals put
forward by the United States, which reflect, and in some respects extend the formula developed by the United States in previous FTAs in order to secure the passage of those agreements through the United States Congress. The provisions in
the most recent United States FTAs, including those with Perú and Korea, are
based on the compromise among the conflicting positions in the United States political system set out in the so-called “May 10th Agreement”, and go further in some
respects than corresponding provisions in earlier FTAs with Chile and Australia.
On labour, the United States’ TPP proposal includes the May 10th Agreement
stipulation of enforceable provisions on adoption and implementation of five
basic labour rights contained in the ILO’s 1998 Declaration on Fundamental
Principles and Rights at Work. This is a considerably softer provision than one
requiring adherence to the ILO “core principles”, many of which have not been
ratified by the United States or other TPP participants. The United States proposal reportedly also goes further by requiring laws on minimum wages, labour
time, and occupational health and safety, as well as action to reduce trade in
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products made through forced labour or child labour.
On environment, the United States’ proposal reflects the May 10th Agreement
stipulation of provisions requiring parties to uphold commitments made under
multilateral environmental agreements (MEAs), and also to establish processes
for stakeholders to challenge the extent of their governments’ adherence to MEA
commitments. The proposal also goes beyond the scope of the 10th May Agreement by including enforceable provisions on conservation including IUU (Illegal,
Unreported and Unregulated) Fishing, illegal logging, and compliance with the
Convention on International Trade in Endangered Species (CITES).
Commentators have questioned the effectiveness in practice of the enforcement provisions in the labour and environment sections in existing United States
FTAs, and by implication in the United States’ TPP proposals as well (Cosbey
2007). Nevertheless the enforcement provisions in the United States’ proposals
are reportedly facing strong resistance from most if not all other TPP participants (Inside US Trade 2012a).
Some participants have put forward proposals on environment reflecting positions they have taken in inconclusive negotiations or discussions in other international fora. Australia has echoed APEC discussions with a proposal for zero
tariffs on environmental goods and green technology. Chile and New Zealand
have put forward proposals on trade and climate change, and on fisheries subsidies, the latter being an issue that they had prioritised in the stalled WTO Doha
negotiations.
12. Development and Capacity-Building
Despite the inclusion of Development as one of the cross-cutting issues to be
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reflected in TPP commitments, there has so far been little sign that agreement is
likely on commitments with substantial resource implications. A proposal by Malaysia that would require commitment of significant resources for capacitybuilding purposes has reportedly attracted little support, and the outcome in this
area appears likely to fall well short of the rhetoric that surrounded the inclusion
of development and capacity-building among the cross-cutting issues in the TPP
agenda.

IV. The RCEP: Prospective Content and Issues for
Regional Economic Integration

Most analysis of the prospective content of the RCEP has focused on the intended core areas of trade in goods, trade in services, and investment, and very
largely in the context of the proposed consolidation of the “ASEAN Plus” FTAs.
The most detailed study has been undertaken by the Economic Research Institute
for ASEAN and East Asia (ERIA) in its project on Comprehensive Mapping of
FTAs in East Asia (Lee and Okabe 2011), which has involved the construction of
a detailed database covering the provisions on trade in goods, trade in services
and investment provisions of the “ASEAN Plus” FTAs, Japan’s bilateral FTAs
with the ASEAN countries, and the intra-ASEAN agreements, ATIGA and
AFAS. The database enables detailed assessments to be made of the extent of
liberalisation achieved in each agreement, both in absolute terms and relative to
other agreements in the database. Based on these assessments, strategies are suggested for consolidating the “ASEAN Plus” FTAs as part of a region-wide FTA
that will deepen regional integration by achieving a level of liberalisation that is
both higher and more consistent across the region than is exhibited by the existing pattern of agreements. The following discussion draws heavily on the results
and analysis from the Comprehensive Mapping project.
1. Tariffs
Kuno (2011) has constructed a dataset from which the percentage of tariff
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lines on which tariffs are eliminated in the various “ASEAN Plus” FTAs can be
detailed by agreement, by country, and by HS chapter. The implications of the
information from the dataset are further analysed in Kuno and Fukunaga
(2012).16
A striking point to emerge from the analysis of the overall tariff elimination
provided in the agreements is the extent to which the ASEAN-India FTA
(AIFTA) is an outlier. While the average percentage of tariff lines with duty eliminated in the other four “ASEAN Plus” FTA ranges from 92.8% to 95.7% , the
average percentage for AIFTA is only 79.6%. (Kuno and Fukunaga 2012).17
Apart from Singapore with its 100% of duty-free tariff lines, the tariff elimination coverage18 of the other parties to AIFTA range from 48.7% (Indonesia) to
88.4% (Cambodia). The percentages for the major ASEAN economies other
than Indonesia are tightly grouped between 78.1% (Thailand) and 79.8% (Malaysia), while the percentage for India itself is only78.8%.19
Kuno and Fukunaga (2012) consider benchmarks for tariff elimination coverage of 90% and 95%, both of which have been widely suggested as possible
standards for satisfying the GATT Article XXIV requirement for coverage of
“substantially all trade”. Considering also the stated ambition of ASEAN and its
partners for deep regional integration, and the competitive challenge of the TPP,
they suggest that a target of 95% should be considered for the RCEP.
16

17

18

19

Although the dataset includes ATIGA and Japan’s bilateral FTAs with ASEAN, the analysis in both
Kuno (2011) and Kuno and Fukunaga (2012) focuses on the “ASEAN Plus” FTAs.
The percentages referenced in the discussion here are those reported in Kuno and Fukunaga 2012,
which differ slightly from the percentages reported earlier in Kuno 2011.
For brevity, the term “tariff elimination coverage” is used here and subsequently to denote the percentage of tariff lines subject to tariff elimination commitments. No account is taken here of differences in the timing of tariff elimination, although Kuno (2011) provides examples of this.
Curiously, and unusually, the highest percentage (other than for Singapore) is for Cambodia (88.4%).
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Kuno and Fukunaga (2012) show that among the ASEAN members, and
leaving aside the anomaly of the AIFTA, the countries that already meet a 95%
standard in all the other “ASEAN Plus” FTAs are Singapore, with its 100% duty
free tariff lines, and Brunei. The Philippines, Thailand and Malaysia are also very
close to meeting a 95% standard, with the Philippines falling slightly short of 95%
only in the ASEAN-China FTA (ACFTA), and Malaysia falling slightly short in
both ACFTA and the ASEAN-Japan Closer Economic Partnership (AJCEP).
Indonesia’s tariff elimination coverage ranges between 91% and 93% in all
“ASEAN Plus” FTAs except the AIFTA, while Vietnam falls just short of the 95%
standard in AANZFTA and AJCEPA, and has a lower percentage of 89.4% in
the AKFTA. An interesting feature of the tariff elimination coverages calculated
by Kuno and Fukunaga is that in the AJCEP Japan’s tariff elimination coverage is
lower than for all of the ASEAN-7 economies20 except Indonesia, while in the
AKFTA Korea’s tariff elimination coverage is lower than all of the ASEAN-7
except Vietnam, and in fact is also lower than the tariff elimination coverages of
both Cambodia and Myanmar as well. In the ACFTA China’s tariff elimination
coverage (94.1%) is higher than those of all ASEAN members except Singapore,
Brunei, Laos and Myanmar. In the AANZFTA both Australia and New Zealand
have tariff elimination coverages of 100%. Kuno also shows however that the
proportion of tariff lines newly-liberalised in AANZFTA by Australia and New
Zealand, as well as by Brunei and Malaysia, is much smaller than for other
ASEAN members, since these four economies have a relatively high percentage
(close to or over 50% in each case) of tariff lines with zero MFN duties. It fol20

“ASEAN-7” means all ASEAN members except Cambodia, Laos and Myanmar, which are recognized as having lower development levels than the ASEAN-7, and which are also differentiated
from the ASEAN-7 by not being members of APEC.
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lows also that there is much more preferential liberalisation involved in the
AANZFTA commitments of the other ASEAN members.
Kuno and Fukunaga (2011) also show that the lower threshold of 90% is met
by most ASEAN members and their partners in all “ASEAN Plus” FTAs except
the AIFTA, the exceptions being Cambodia (below 90% in all FTAs except the
AKFTA), Myanmar in the AANZFTA and AJCEP (88.1% and 85.2% respectively), and Vietnam in the AKFTA (89.4%).
Breakdowns of tariff elimination coverage by HS chapter in Kuno (2011)
provide further insights into the approaches to tariff elimination coverage by
ASEAN and its FTA partners. Among the three Northeast Asian FTA partners
there are stark differences between the tariff elimination coverages in HS chapters 1-24, covering food and beverage products, and HS chapters 25-97, covering
manufactured goods and other non-food products.
In the AJCEP Japan has 100% tariff elimination coverage in all but 7 of the
73 chapters in the HS Chapters 25-97, but in only 3 chapters from HS Chapters 124, where tariff elimination coverage in the remaining chapters ranges from 0.7%
to 98.7%, with coverage below 60% in nine of the chapters. The pattern for Korea in the AKFTA is similar, except that there are also ten out of fifteen chapters
without 100% coverage among Chapters 25-40, which cover minerals, chemicals
and plastics, and there is only one chapter with 100% coverage among the Chapters 1-24, although coverage is above 75% in 18 of those chapters. It is thus clear
that for both Japan and Korea the insistence on preserving tariff protection for
sensitive agricultural products is a major factor explaining the relatively low tariff
elimination coverage in their respective FTAs with ASEAN. In the ACFTA on
the other hand China has 100% tariff elimination coverage in all but seven of HS
chapters 1-24, as well as all but 16 of chapters 25-97. In the AIFTA India has 100%
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coverage in only two of the chapters 1-24 and only one of chapters 25-40, and in
less than half (27 out of 57 chapters) of the chapters 41-97.
As might be expected there is considerable diversity among the ASEAN
economies in their tariff elimination coverage across the “ASEAN-Plus” FTAs
on a chapter by chapter basis. Among the ASEAN-6, and once again leaving
aside the AIFTA, the proportion of Chapters 1-24 with 100% tariff elimination
coverage typically is much higher than that of Japan and Korea in the AJCEP and
AKFTA respectively, but rather lower than that of China in the ACFTA. The
lowest proportion of these chapters with 100% tariff elimination coverage is
found in AANZFTA. On the other hand AANZFTA is also the agreement
where the ASEAN-6 have the highest proportion of Chapters 25-97 with 100%
tariff elimination coverage. This contrast perhaps reflects the difference in perceived competitive threat from Australia and New Zealand in Chapters 25-97
relative to Chapters 1-24. For Chapters 25-97 the ASEAN-6’s proportion of
chapters with 100% tariff elimination coverage in the ACFTA and AKFTA is
generally a little lower than the respective proportions of China and Korea. In the
AJCEP the ASEAN-6’s proportion of Chapters 25-97 with 100% tariff elimination coverage is lower than that of Japan, but noticeably higher than their own
proportion in the ACFTA and AKFTA, perhaps indicating a reciprocation of
Japan’s more comprehensive liberalisation across these chapters.
There are very few chapters in which 100% tariff elimination coverage is provided by all of the ASEAN-6 in all four of these “ASEAN-Plus” FTAs. These
include Chapters 44 (cork products), 45 (straw, basketware and wickerwork), 78
(lead products), 79 (zinc products) and 92 (musical instruments). As Kuno notes,
100% tariff elimination coverage is also found in most but not all of these FTAs
for Chapters 14 (vegetable products), cocoa products (Chapter 18), cereal prod-
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ucts (Chapter 19), furskins (Chapter 43), and nickel, aluminium and tin products
(Chapters 75, 76 and 80).
When the analysis is extended to the CLMV members of ASEAN the proportion of chapters with 100% tariff elimination coverage becomes much lower.
For all ASEAN members the proportion of chapters with 100% tariff elimination coverage is also much lower in the AIFTA than in the other “ASEAN-Plus”
FTAs, seemingly reflecting a reciprocal response to the low proportion of 100%
tariff elimination coverage committed by India.
Kuno and Fukunaga (2012) provide a further perspective on the tariff elimination commitments of ASEAN members by classifying the commitments on
each tariff line according to whether a tariff elimination commitment for that line
has been made to all six partners in the “ASEAN-Plus” FTAs (“eliminated to
all”), to some but not all of the partners (“depends on FTA”), or to none of the
partners (“protected to all’). Singapore and Brunei have the highest percentages
of “eliminated to all” (100% and 84.1% respectively), while Indonesia has by far
the lowest percentage (46%). The other four ASEAN-7 countries all have percentages within a range between 74% and 79%, while the percentages for CLM
range from 64% to 68%. It is likely that these percentages of “eliminated to all”
are strongly influenced by the relatively low levels of commitment in the AIFTA,
so that the percentages would be significantly higher if the AIFTA commitments
were excluded from the analysis. Nevertheless these figures do shed additional
light on the challenge to be faced by ASEAN members in reaching an ambitious
tariff elimination coverage such as 95% in the RCEP. Kuno and Fukunaga argue for a “common concession” approach, in which each RCEP member opens
up the same product markets to all RCEP members, in order to “create a simple,
transparent and user-friendly FTA.” If the “common concession” approach is to
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be adopted, the challenge of meeting the 95% target for tariff elimination coverage will be significantly greater than would be indicated by the percentages of
tariff elimination coverage in the individual “ASEAN Plus” FTAs. The alternative
of negotiating separate bilateral schedules for each partner, subject to a target of
95% tariff elimination coverage for each partner, would probably create less pressure on individual economies, but at the expense of a more complex and resource-intensive negotiation process and some reduction in the extent to which
the outcome contributes to regional integration.
On the positive side, Kuno and Fukunaga find that the percentage of tariff
lines “protected to all” is very low, ranging from zero in Singapore and Brunei to
2.8% in Vietnam, with an average of 0.9% across all ten ASEAN members. As
they note, this means that on average ASEAN members have liberalised over 99%
of tariff lines in at least one of the “ASEAN Plus” FTAs. Extending these commitments to all partners will not necessarily be straightforward if perceptions of
greater competitive threats have been an important factor holding countries back
from doing so in the past, but may be facilitated by a common commitment to a
high tariff elimination coverage if reciprocity considerations have been the main
factor holding back commitments to some partners.
It is clear from the analysis in Kuno (2011) and Kuno and Fukunaga (2012)
that the degree of challenge posed by adoption of their proposed target of 95%
tariff elimination coverage in a consolidation of the existing “ASEAN Plus”
FTAs would vary greatly among the prospective participants. By far the biggest
challenge will be faced by India. At the other end of the spectrum the commitments of Singapore, Australia, New Zealand and Brunei in their various
“ASEAN “Plus agreements already meet this target, and Australia and New Zealand at least are likely to press for commitments in RCEP from their partners that
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go beyond commitments in existing FTAs. Malaysia, the Philippines and Thailand
appear to be well placed to meet a 95% target without undue difficulty, while Indonesia and Vietnam among the ASEAN-7 are a little further away from this target in their existing “ASEAN-Plus” commitments. Meeting likely requests from
Cambodia, Laos and Myanmar that a lower tariff elimination target should be
applied to them may be one of the situations expected to be addressed by the
availability of special and differential treatment foreshadowed in the “Guiding
Principles and Objectives”. Japan and Korea will face the need to upgrade their
respective tariff elimination coverages in the AJCEP and AKFTA in order to
meet a 95% target. This is likely to require them to increase their tariff elimination coverage in Chapters 1-24, covering food and beverage products. China is
relatively well placed to meet a 95% target.
Kuno (2011) and Kuno and Fukunaga (2012) do not provide information on
tariff elimination coverage in existing bilateral FTAs among ASEAN’s partners,
nor do they discuss the practicalities or challenges involved in meeting a 95%
target for tariff elimination coverage across the bilateral relations between these
prospective RCEP members. They briefly note the existence of the issue by
commenting that it will be “even more challenging for an FTA partner to open its
markets to other FTA partners if there is no bilateral FTA between the countries”.
A 95% tariff elimination coverage is clearly achieved in some existing FTAs
between ASEAN’s partners, for example the Australia-New Zealand Closer Economic Relations (CER) agreement and the China-New Zealand FTA. Adoption
of the 95% target would presumably require fresh negotiations between any
partners whose existing FTA does not meet this standard. It is also possible that a
95% tariff elimination could prove challenging for partners whose ongoing FTA
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negotiations are encountering difficulties over market access for goods, especially
agricultural goods, as is known to be the case in the bilateral negotiations of Australia with Japan, and of both Australia and New Zealand with Korea and India.
Issues likely to be involved in the negotiations for the China-Korea FTA and the
CJK FTA will have been covered in the respective expert studies commissioned
by those countries.
2. Rules of Origin
The complexities associated with multiple rules of origin used in different
FTAs is at the heart of concerns over the obstacles to efficient regional trade that
arise from the so-called “noodle bowls” or “spaghetti bowls” of proliferating
FTAs that have developed in the Asia-Pacific region, and elsewhere. The RCEP,
like the TPP offers an opportunity to rationalise the “noodle bowl” as it currently
exists among the potential participants.
As in the case of tariffs, the most detailed analysis of the issues involved in
forging a common approach to rules of origin among the prospective RCEP
members has been a study undertaken for ERIA’s Comprehensive Mapping project in relation to the existing “ASEAN Plus” FTAs. Medalla (2011) has constructed a database consisting of matrices of the rules of origin and associated
Operational Certification Procedures (OCP) in ATIGA, the “ASEAN Plus FTAs,
the seven bilateral FTAs between Japan and individual ASEAN members, and the
Japan-India FTA. She uses this database to analyse the degree of convergence
already evident across the rules of origin in these existing FTAs. She then develops an index to assess the restrictiveness of the rules currently in use, with a view
to deriving recommendations on the approach to be used in pursuing further

IV. The RCEP: Prospective Content and Issues for Regional Economic Integration

69

convergence.
In broad terms Medalla identifies two main approaches to rules of origin in
the FTAs included in her study. The first approach builds on the 40% regional
value content (RVC) rule originally adopted in the ASEAN Free Trade Agreement (AFTA). To address problems experienced with the 40% RVC rule alternative co-equal rules, typically based on a change in tariff classification (CTC) were
introduced for an increasing number of tariff lines. With co-equal rules exporters
have the option of satisfying either of the specified rules. Today co-equal rules
have become the norm in ATIGA, AANZFTA, AKFTA and AJCEP. They are
less prevalent in the ACFTA, where the single 40% RVC rule originally adopted
in the AFTA continues to apply to a large number of tariff lines. The second
approach is found in the two FTAs analysed by Medalla that involve India, the
AIFTA and the Japan-India FTA. This approach requires simultaneous satisfaction of both a 35% RVC rule and a CTC rule. While a 35% RVC rule by itself
is clearly more liberal than a 40% RVC rule, the requirement to simultaneously
satisfy the CTC rule adds an element of restrictiveness, in contrast to the use of a
co-equal rule which allows either one or the other of the two rules to be satisfied,
but does not require both. In Medalla’s detailed analysis of the restrictiveness of
rules used in her sample of FTAs the rules used in these two “Indian” FTAs
emerge as far more restrictive than the rules used in the other “ASEAN-Plus”
FTAs.
The widespread use of co-equal rules in several of the “ASEAN Plus” FTAs
does not mean that the rules of origin in these agreements are identical at the
tariff line level. Leaving aside the AIFTA, Medalla conducts a detailed analysis of
the rules of origin in ATIGA and the other four “ASEAN Plus” FTAs to determine the proportion of tariff lines that have identical or nearly identical rules of
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origin. She finds very few tariff lines that have the same rule of origin in all five
FTAs. However by restricting the analysis to ATIGA, AJCEP, AKFTA and
AANZFTA she finds 1464 out of 5224 6-digit HS tariff lines with exactly the
same rule of origin and a further 1407 lines with nearly identical rules, making a
total of 55% of tariff lines with identical or near identical tariff lines in all four
of these FTAs. Furthermore, these four FTAs share the same basic approach of
using co-equal rules of origin, where exporters have the choice of using either an
RVC rule or a CTC rule. In the ACFTA there has been less progress in introducing co-equal rules and greater reliance on the single 40% RVC rules inherited
from the original AFTA, so that there is much less convergence between ACFTA
and the other four FTAs. While 64% of tariff lines in all five FTAs do have at
least one rule in common, it is the 40% RVC rule that is typically the common
factor. Medalla also finds that across the FTAs convergence is more prevalent
among the “later” HS chapters, including automotive and electronic products,
and also for chemical products in some of the “earlier” chapters. Divergence is
more pronounced in the rules of origin for textiles and garments, which also tend
to have the most restrictive rules, suggesting that this is a sector where convergence may be difficult to achieve.
Achieving a harmonised rule of origin regime for the RCEP will clearly not
be an easy task. Medalla argues that harmonisation should be “upwards, towards
best practice, in line with the goal of deepened regional integration”, and she also
argues for streamlining of the existing Operational Certification Procedures.
She acknowledges the reality however that the protectionist motivation of
“avoiding competition” from preferential imports from member countries appears to play a significant role in the approach of most governments toward the
design and negotiation of rules of origin. She suggests some methodologies to
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address this issue by identifying the tariff lines where it should be possible to set
aside this protectionist motivation.
Given the degree of convergence in the rules of origin across the ATIGA,
AJCEP, AKFTA and AANZFTA it would seem logical to take the tariff lines
with identical or near identical rules of origin in these four agreements as the
starting point for the RCEP rules of origin. Beginning from this starting point
attention could focus on establishing a basis for harmonised rules across the remaining tariff lines, and the opportunity also should not be overlooked to examine whether improvements might be made in the existing identical rules for some
tariff lines. Adoption of this approach will pose a significant challenge in bringing the rules of origin covering ASEAN-China trade into line with the approach
in the other four agreements by greatly expanding the availability of co-equal
rules. In the case of ASEAN-India trade an even bigger challenge will be faced in
moving away from the restrictive approach to rules of origin that has been
adopted in AIFTA toward the more liberal approach found in ATIGA and the
other four “ASEAN Plus” FTAs.
There is a further question as to how a harmonised approach to rules of
origin can be extended to the bilateral trade between ASEAN’s partners. Since it
is intended that existing FTAs among the partners will remain in force, and conclusion of new bilateral or trilateral agreements between the partners independently of the RCEP is not ruled out, application of harmonised RCEP rules
in these bilateral trading relationships would essentially provide traders with an
alternative set of rules of origin to use, should they find any advantage in doing
so. In the early stages, when tariffs are still being phased out in all the relevant
agreements, traders would need to weigh up the relative advantages of both the
tariff rates and rules of origin under each agreement available for them to use,
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unless agreement can be reached to allow traders to freely “pick and choose” the
most advantageous tariffs rates and rules of origin from among the available
agreements, as is currently the case for trade between Singapore and New Zealand. Ultimately, when tariffs have been reduced down to zero, traders would
simply choose the most advantageous rules of origin, as Medalla points out.
Acceptance of harmonised RCEP rules of origin will clearly be a challenge for
partners in cases where the proposed harmonised RCEP rules prove to be more
liberal than they have hitherto been willing to accept in their existing bilateral
FTAs. The evidence presented by Medalla from the Japan-India FTA suggests
that among the ASEAN partners India may face the greatest challenge in this
regard.
3. Trade Facilitation
Wong and Pellan (2012) review the trade facilitation provisions in the
“ASEAN-Plus” FTAs and the intra-ASEAN arrangements in five core areas:
●

Customs procedures and co-operation

●

Technical regulations, standards and SPS measures

●

NTBs, especially administrative fees and charges

●

Transparency of laws, regulations and administrative rulings

●

Use of ICT and E-Commerce

Provisions relating to each of these core areas can be found in ATIGA
and/or the AEC Blueprint, and also in each of the “ASEAN Plus” FTAs, except
that provisions on technical regulations, standards and SPS measures are missing
from the ACFTA, and provisions on both transparency and use of ICT and E-
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Commerce are missing from the AIFTA. Wong and Pellan find that the trade
facilitation measures set out in ATIGA and the AEC Blueprint add up to a more
extensive and substantive set of measures than those in the “ASEAN Plus” FTAs,
which in comparison often lack specificity and depth of commitments.
On the other hand, scores on a “core trade facilitation index” constructed by
Wong and Pellan indicate weak performance in the core areas of trade facilitation
by most ASEAN members, with the exception of Singapore, and to a lesser extent Brunei, Malaysia and Thailand. While the breadth and specificity of
measures set out in the ATIGA and AEC Blueprint are impressive, in terms of
implementation and performance most ASEAN members have considerable
ground to make up to raise their trade facilitation performance to the levels of
Singapore, Australia, New Zealand, Japan and Korea. The Wong and Pellan index
shows that the trade facilitation performance of most ASEAN members improved between 2007 and 2010, but the improvements are modest, and in two
cases (Brunei and Malaysia) performance in fact deteriorated.
In the “ASEAN Plus” FTAs Wong and Pellan are unable to discern a consistent approach to trade facilitation, although they note that all of these agreements do contain useful confirmations of commitments to uphold existing international agreements and to apply existing standards and instruments. Beyond this
however the provisions in the majority of these agreements are “broadly formulated and aspirational and do not commit parties to undertake concrete actions or
to achieve specific targets or goals” (Wong and Pellan 2012).
Wong and Pellan find that the AANZFTA is the “ASEAN Plus” FTA with
the most substantive trade facilitation content. Its provisions on customs procedures include commitments to measures such as advance rulings and single windows, which are also being promoted in the intra-ASEAN context. The
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AANZFTA also takes transparency further than other “ASEAN Plus FTAs by
requiring that relevant laws, regulations and decisions and rulings are made available on the internet, and it also has more detailed provisions on ICT and ECommerce, including provisions on paperless trading.
Overall, it would appear that the trade facilitation provisions of the “ASEAN
Plus” FTAs are not placing pressure on ASEAN’s partners to enhance their trade
facilitation performance, and nor for the most part are they committing ASEAN
members to a level of performance commensurate with the aspirations set out in
ATIGA or the AEC Blueprint. At the same time the current trade facilitation
performance of most ASEAN members is clearly falling well short of the
ATIGA and AEC Blueprint aspirations.
Wong and Pellan put forward five recommendations for an upgraded approach to trade facilitation in the RCEP that would make a more meaningful contribution to fostering regional economic integration in East Asia:
(i)

Define a consistent set of trade facilitation principles. This could be based
on the nine model principles set out in ATIGA. These are transparency;
communications and consultation; simplification; practicability and efficiency; non-discrimination; consistency and predictability; harmonisation,
standardisation and recognition; due process; and cooperation.

(ii) Adopt specific trade facilitation measures, perhaps beginning by incorporating existing AANZFTA measures, to build on existing on existing
ASEAN initiatives. Clear timelines should be set for implementation of
the RCEP measures.
(iii) Set targets and monitor performance in each core trade facilitation area.
(iv) Share best practices and implement capacity-building measures in priority
areas.
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(v) Keep abreast of developments in multilateral negotiations, to ensure that
any new commitments agreed at the multilateral level are fully reflected in
the RCEP.
The extent to which these recommendations are adopted could determine
whether trade facilitation remains an area of weakness in the RCEP, or becomes
an area where the RCEP makes an important difference to the environment for
trade among the participating economies.
4. Services
As is the case with other areas the approach taken on services in ERIA’s
Comprehensive Mapping project by Ishido (2011) focuses on the potential for
consolidating the provisions of the existing “ASEAN Plus” FTAs. Ishido has
accordingly constructed a database covering the ASEAN Framework Agreement
on Services (AFAS), ACFTA, AKFTA and AANZFTA, as well as Japan’s bilateral FTAs with individual ASEAN members and India’s bilateral FTAs with Singapore and Korea. Services are not included in AJCEP or AIFTA.
These ASEAN-centred agreements follow the GATS approach to liberalisation of services trade, with separate coverage for each of the four modes of production, positive listing of services sectors, and commitments divided between horizontal commitments covering all sectors and specific commitments for listed sectors under the headings of market access, national treatment, and other provisions.
A particular feature of AFAS is that commitment to liberalisation has proceeded incrementally by negotiation of a series of “packages”, with each “package” further extending the commitments of the ASEAN members. Packages are
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regarded as complete when all ASEAN members have met the agreed thresholds.
Ishido focuses on the AFAS-5 package, signed in December 2006, and AFAS-7,
signed in February 2009. A further AFAS-8 package was signed in October 2010
but had not been completed as of 2011.
As is well known, quantitative assessment of liberalisation commitments within a GATS framework is difficult. Ishido adopts the Hoekman indexation method
whereby a value is assigned to both types of commitment (market access and
national treatment) for each of the four modes in each subsector,21 according to
whether there is a bound commitment to full liberalisation (value = 1.0), a bound
commitment to partial liberalisation (value = 0.5) or no bound commitment (value = 0.0). The aggregate index value for each subsector is taken as the simple
average of the eight values assigned in this way, and the aggregate value for each
sector is taken as the simple average of the values for the subsectors within that
sector. A higher index value is taken as indicating a higher level of liberalisation.
This is obviously a relatively crude measure that takes no account of variations in
the strength of partial liberalisation commitments or differences in importance
of subsectors within individual sectors, nor does it indicate the extent to which
commitments represent a level of liberalisation that is higher than, lower than, or
equal to the existing practice of the country making the commitment. Nevertheless, given the difficulty of making comparative assessments on a more precise
basis the Hoekman index can be used to provide a useful overall comparison of
levels of commitment.
Ishido calculates a Hoekman index value for each sector for each participating
economy in each agreement covered by his study. He uses the results as a basis
21

i.e. there are eight values assigned for each subsector (four modes and two types of commitment per
mode)

IV. The RCEP: Prospective Content and Issues for Regional Economic Integration

77

for assessing the extent of liberalisation committed in each agreement and possible approaches for the services trade component of a region-wide FTA. Key
conclusions are highlighted in Ishido and Fukunaga (2012), focusing on AFAS
and the three “ASEAN Plus” FTAs that include services commitments, ACFTA,
AKFTA and AANZFTA. Ishido (2011) also reports Hoekman index values for
Japan’s bilateral FTAs with ASEAN members and for the two bilateral FTAs involving India.
A first striking conclusion is that the overall level of commitment in AFAS
and the three “ASEAN Plus” agreements is rather low, with Hoekman index values almost uniformly below 0.50 for all countries in all agreements. Ishido and
Fukunaga point out that Hoekman index values of below 0.50 mean that the category “unbound, with no commitments” predominates overall. The average
Hoekman index value for the ASEAN members as a group ranges across the
various agreements from 0.36 in AFAS-7 to 0.17 in ACFTA, with only two cases
out of 50 of an ASEAN member with a Hoekman index value of 0.50 or higher
(Thailand in AFAS-7 and Cambodia in AANZFTA). Among ASEAN’s partners,
Australia and New Zealand in AANZFTA have Hoekman index values just
above 0.50, at 0.52 and 0.51 respectively, but the Hoekman index values for China
and Korea in ACFTA and AKFTA are only 0.28 and 0.31, respectively.
In Japan’s bilateral FTAs with ASEAN members the average Hoekman values
for the ASEAN members are also low, ranging from 0.12 for Malaysia to 0.44 for
Singapore. Japan on the other hand has average Hoekman values well above 0.50
in the bilateral FTAs with all of its partners except Singapore, ranging from 0.55
in its FTA with Vietnam to 0.68 in its FTA with Indonesia. India in its FTAs with
Korea and Singapore has average Hoekman values of 0.29 and 0.23, respectively.
A comparison by sector of the Hoekman index values for countries’ com-
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mitments in AFAS and the three “ASEAN Plus” agreements with the values for
their WTO commitments in the same sectors is used by Ishido and Fukunaga to
indicate the extent of “WTO-Plus” commitments in the agreements. In the cases
of the ACFTA and AKFTA the comparison produces many zero values, and
there many other cases where the difference in the index values is very small.
This indicates that there are many sectors where parties to these agreements
made no additional commitment beyond their WTO commitments, and many
other sectors where the additional “WTO-plus” commitments are very small. A
somewhat greater extent of additional commitments across participating countries is observed in both AFAS-7 and AANZFTA.
Ishido and Fukunaga (2012) point out that ASEAN, Australia and New Zealand will gain little or nothing from the services provisions of a regional agreement like RCEP unless its provisions take the AFAS-7 and AANZFTA services
provisions as its starting points and builds substantive new commitments onto
these starting points. They argue that participating economies should aim for an
ambitious level of services trade liberalisation in the region-wide agreement, and
argue also for the prioritisation of sectors that contribute to strengthening East
Asia’s linkages with global production chains.
Ishido (2011) finds that in the “ASEAN Plus” FTAs there are great disparities
in commitment levels between sensitive sectors and less sensitive sectors. He also
finds that there are “cross-country and sector-wide similarities in the pattern of
service sector commitment under and across each of the FTAs”, and is encouraged by this to conclude that “shared domestic sensitivities can be overcome by a
shared economic cooperation scheme for enhancing competitiveness”.
Ishido and Fukunaga (2012) also analyse the frequency of different types of
limitations on services commitments in AFAS-7 and the “ASEAN Plus” FTAs.
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They find that AANZFTA is unique in having a large number of limitations on
the number of natural persons that may be employed in particular service sectors.
On the other hand there are similar patterns of limitations on commitments under AFAS-7, AKFTA and ACFTA, which they take as an encouraging indication
of the feasibility of merging the services provisions of these three FTAs. The
limitations occurring with the greatest frequency in AFAS-7 and the “ASEAN
Plus” FTAs are those involving specification of the type of legal entity to be used
by service providers, limitations on the participation of foreign capital, and limitations on the number of natural persons. Ishido and Fukunaga make an interesting suggestion that the initial focus should be on eliminating all other types of
limitations, leaving these three types of limitation exposed as the only remaining
limitations. They claim that this will increase the transparency of limitations to
trade in services.
As with other negotiating issues, the question arises in relation to services liberalisation as to how commitments between ASEAN’s partners should be
brought within the framework of RCEP. Approaching this issue on a bilateral
basis could be a very laborious process. An alternative approach could be to encourage each ASEAN partner to develop a single set of commitments that will
be applicable to all other RCEP members. Regardless of the approach taken, the
negotiation of a complete set of RCEP services commitments promises to be a
complex and highly challenging task.
5. Investment
The study on investment for ERIA’s Comprehensive Mapping project is provided by Thangavelu and Lim (2011). They focus almost exclusively on foreign
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direct investment (FDI) restrictions of the ASEAN members, using an FDI restrictiveness index created for the purpose. The index measures restrictiveness in
six categories of FDI rules:
●

Foreign ownership or market access

●

National treatment

●

Screening and approval procedures

●

Board of directors and management composition

●

Movement of investors

●

Performance requirements

Scores are assessed for each of the areas, with higher scores indicating greater
openness to FDI, and the scores are given weightings summing to 1 in order to
establish the index values. Index values are derived for each of ten sectors, comprising manufacturing, agriculture, fisheries, forestry, and mining and quarrying,
together with the services incidental to each of these five sectors. Average index
values are also derived for each ASEAN economy.
As their benchmark Thangavelu and Lim establish index values for each
ASEAN economy in relation to AFTA. It is not clear whether and to what extent
these values are based on the provisions of AFTA itself, or investment agreements linked to AFTA, or to the FDI regulations of each ASEAN member, but
it seems clear that the index values relate to policies toward intra-ASEAN FDI.
For comparison purposes Thangavelu and Lim also derive FDI restrictiveness
indexes for the commitments of each ASEAN member in GATS, the ACFTA
and the AKFTA, and they also provide an index value for the commitments of
China and Korea in ACFTA and AKFTA, respectively.
The AFTA FDI restrictiveness index values for ASEAN members are all
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within the range of 0.400 to 0.600,22 with Singapore having the highest score
(0.595), and Vietnam, Cambodia, Indonesia and Malaysia forming a following
group with scores closely bunched around 0.500. This represents a moderate level
of liberalisation toward intra-ASEAN FDI, although Thangavelu and Lim also
raise question marks over the effectiveness of implementation of FDI rules by
ASEAN members, noting that “very often, a lack of transparency in the implementation of the rules discourages FDI”. In terms of categories of FDI rules,
Thangavelu and Lim claim that their results confirm the findings of Urata and
Ando (2009) that ASEAN FDI regimes tend to be especially restrictive in the
areas of movement of investors and screening and appraisal procedures. They
note also the findings of Urata and Ando that important factors impeding inward
FDI in ASEAN include “implementation problems, complicated procedures,
access to necessary infrastructure, human resource issues and investment incentive issues”, and that some of these problems may even have intensified somewhat in recent years in some ASEAN economies.
The pattern of FDI restrictiveness scores for ASEAN members in ACFTA
and AKFTA differ substantially from their AFTA scores. Singapore, Vietnam and
Cambodia have scores for ACFTA and AKFTA that are only slightly lower than
their AFTA scores, but the scores for other AFTA members in ACFTA and
AKFTA are much lower than their AFTA scores. Indonesia, Laos, Malaysia and
Thailand form a second group with scores within the range of 0.270 and 0.350,
while the scores for the Philippines, Brunei and Myanmar are lower again, dramatically so in the case of Myanmar. It appears that ASEAN members have been
much less willing to enter into commitments opening their economies to FDI in

22

Except for Brunei, whose index level is 0.399.
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their FTAs with China and Korea than in their intra-ASEAN arrangements.
The index scores for China and Korea in the ACFTA and AKFTA are respectively 0.459 and 0.467, slightly lower than the leading group of ASEAN economies,
but well above the scores of other ASEAN economies in the same agreements.
Thangavelu and Lim also provide FDI restrictiveness scores for the GATS
Mode 3 commitments of ASEAN economies. These scores follow a similar pattern to the scores for ACFTA and AKFTA, but generally at a slightly lower level.
Given that the scores for individual members are an average across the services
and non-services sectors, and that scores are generally higher for manufacturing
sectors than for services sectors, this may suggest that most FDI commitments
of ASEAN members in the services sectors in ACFTA and AKFTA involve little
or no liberalisation beyond their GATS Mode 3 commitments. In general
Thangavelu and Lim find wide variations within ASEAN in FDI restrictiveness,
between both sectors and countries.
Information is available from the OECD FDI restrictiveness index (Kalinova
et al. 2010) on FDI restrictiveness in RCEP OECD members among the RCEP
participants (Japan, Korea, Australia and New Zealand), as well as in G-20 members China, Indonesia and India, and this information tends to underline the challenge involved in negotiating RCEP commitments that can substantially improve
the climate for FDI across the region. In contrast to the index constructed by
Thangavelu and Lim, in the OECD restrictiveness index higher scores indicate
greater restrictiveness. In 2010 China had the highest restrictiveness score of all
the 43 countries included in the index, and Indonesia and India had the fourthhighest and eighth-highest scores respectively. New Zealand had the third-highest
restrictiveness score among OECD members and the sixth highest among all the
countries included, while Japan, Korea and Australia had respectively the fourth-
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highest, eighth-highest and ninth-highest restrictiveness scores among OECD
members. All the restrictiveness scores for these RCEP participants were above
the OECD average - well above in the cases of China, Indonesia, New Zealand,
Japan and India - and all were also above the average for all countries included in
the index. More disturbingly still, restrictiveness had increased substantially between 2006 and 2010 in China, Indonesia, New Zealand and Japan, and less substantially in Korea, although it had fallen substantially in India and slightly in Australia.
Investment, even more than services, thus looms as an exceptionally challenging area for the RCEP negotiations. The challenges include not only establishing
a coherent set of commitments among the ASEAN members, but also in securing commitments from each of ASEAN’s partners that reflect a more open approach to FDI than is evident from their scores on the OECD FDI restrictiveness index.

V. Which Way to the FTAAP – TPP or RCEP?

Since both the TPP and RCEP are promoted as steps toward the FTAAP it
may seem natural to ask which of the two is more likely to emerge as the model
for the FTAAP. In fact this is a difficult question to answer at the present time,
when there is still so much uncertainty surrounding the likely outcome of both
sets of negotiations. Conclusions have yet to be reached in strongly contested
negotiations over some of the provisions of the TPP that are likely to be most
critical in this context, while only a broad outline is available of the intended content of the RCEP. It remains to be seen how many APEC economies, especially
major economies, will signal their acceptance of the terms and conditions of
each agreement at the conclusion of negotiations. Whether it is realistic to think
of the eventual FTAAP as being modelled on one agreement or the other, rather
than evolving as a negotiated compromise between the two, is also open to question. Perhaps the best that can be done is to identify the issues that are likely to be
most significant in determining the extent of acceptance across the region of
each agreement as the basis for the eventual FTAAP.
The TPP negotiations have advanced to a point where failure of the negotiations, while still possible, would be a major surprise. There are however a number
of yet-to-be resolved issues that could be crucial for the degree of region-wide
acceptance that the TPP model might enjoy. These include the tariff elimination
coverage, rules of origin, intellectual property, international electronic data flows,
and state-owned enterprises.
It remains to be seen whether the ambition of 100% tariff elimination cover-
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age can be achieved in the TPP. It is certainly possible that in order to reach an
agreement this ambition will have to be slightly diluted to allow a small number
of exclusions. An agreement with say 98% or 99% tariff elimination coverage
would still be a major achievement. Realistically, acceptance of a 98% or 99%
tariff elimination coverage, rather than 100%, would also be of considerable assistance in widening the acceptability of the TPP across the region, neutralising
one of the objections to the TPP most commonly heard across the region.
Rules of origin may be a more difficult issue. It is difficult to see the United
States approach to rules of origin winning acceptance as the formula to be used
in the FTAAP, in a region that gives a high priority to facilitating the efficient operation of global supply chains. If the United States approach is eventually
adopted in the TPP it is very likely that the TPP rules will have to be substantially
relaxed as part of any proposal to base the FTAAP on the TPP.
The United States approach to intellectual property in the TPP, including in
relation to pharmaceuticals and access to medicines, could also, if eventually
adopted, be problematic for acceptance of TPP in the wider region as a model
for the FTAAP. It is of course well understood that provisions in trade agreements produce winners and losers among economies in the narrow mercantilist
sense, and much effort is devoted in trade negotiations to achieving a balance
across provisions between gains and losses in this sense. Creation of losers in the
more fundamental sense of imposing net welfare losses on certain economies is
more problematic, and can become a major obstacle to reaching agreement. It
would be difficult to gain acceptance for inclusion in the FTAAP of TPP provisions on intellectual property that are seen as imposing serious welfare losses on
most participating economies while massively increasing the economic rents enjoyed by United States intellectual property owners. It could also be difficult to

86

APEC’s Regional Economic Integration Agenda and the Evolution of Economic ...

gain acceptance in the FTAAP for intellectual property rules that are seen as unreasonably restricting international flows of information via the internet. Conversely it could also be difficult to find acceptance for rules that are seen as intruding on domestic policies in relation to electronic data exchange.
The design of rules that will almost certainly be included in the TPP on stateowned enterprises will also have implications for wider acceptance of the TPP as
the basis for the FTAAP. Rules that are designed as economically efficient restraints on anti-competitive behaviour may not raise undue resistance, whereas
rules that appear designed to impose limitations on allowable types of commercial entities, or to explicitly discriminate against state-owned enterprises, are likely
be much more problematic.
It is obvious that the prospects for either the TPP or the RCEP forming the
basis of the eventual FTAAP are dependent in the each case on widening membership beyond the existing range of participants, to include in particular other
major Asia-Pacific economies. Most fundamentally, the TPP cannot form the
basis for the FTAAP unless China participates, just as the RCEP cannot play this
role unless the United States participates. If the TPP is to provide the basis of
the FTAAP it needs also to attract the participation of the other major Northeast
Asian economies, Japan and Korea, as well as Indonesia among the ASEAN
economies, and possibly also India. The new Japanese Prime Minister, Mr Shinzo
Abe, has now formally announced Japan’s intention of joining the TPP, and Japan
is expected to join the negotiations later in 2013. Japan’s entry will be a potentially
decisive step towards developing “critical mass” on the way to achieving regionwide participation, creating an additional incentive for the participation of Korea
and China. While the Chinese government has been showing intense interest in
the TPP it has also clearly indicated strong sensitivity over provisions such as

V. Which Way to the FTAAP – TPP or RCEP?

87

those relating to intellectual property, electronic data exchange and state-owned
enterprises, and its view on eventual participation in the TPP is likely to be
strongly influenced by its assessment of the TPP provisions on these issues.
Much less interest in the TPP has been displayed by Indonesia and India, and
participation by these two economies would require a significant change in the
orientation of their trade policy. At this point it is not clear what would induce
these two economies to accept the provisions of an agreement such as the TPP.
Participation of Cambodia, Laos and Myanmar may be less problematic, assuming that TPP members would be willing allow them extensive flexibilities in light
of their much lower levels of development. Thailand, recently, and the Philippines, some time ago, have both expressed interest in joining the TPP, and may
well be induced to formalise their interest if the expansion of the TPP attains
“critical mass”.23
Turning to the RCEP, its potential as a basis for the eventual FTAAP is still
harder to assess, because of the greater uncertainty as to its likely content. Participants are likely to come to the RCEP negotiations with widely differing levels of
ambition, and much will depend on whether the negotiations move in the direction of accommodating the least ambitious participants, or of following the lead
of participants with higher ambitions. The likeliest result is that the eventual
RCEP agreement will represent a balance between the preferences of the various
participants, with special flexibilities provided for Cambodia, Laos and Myanmar,
as least developed countries. The level of ambition reflected in such an agree23

Discussion of the potential participation of Chinese Taipei and Hong Kong China in both the TPP
and RCEP is omitted from this paper in the interests of brevity. There is little doubt of the interests of both economies in participating in these initiatives, and that their participation would have
considerable economic significance. Their possible participation however involves political issues
that are beyond the scope of this paper.
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ment is likely to represent an advance on the existing “ASEAN Plus” FTAs, but
fall well short of the TPP.
In terms of specific provisions, a tariff elimination coverage of 95%, well below the likely coverage in the TPP, is seen as a challenging objective for the RCEP.
Even if a higher coverage is achieved in the RCEP it is unlikely to match the coverage in the TPP. The strength of the trade facilitation provisions in the RCEP
will depend on whether the RCEP seeks to build on the weak provisions in the
existing “ASEAN Plus” FTAs, or alternatively makes a serious effort to operationalize the more ambitious trade facilitation objectives in the ASEAN Economic Community (AEC) agenda. On services, the GATS-based, positive list approach followed in the “ASEAN Plus” FTAs, and therefore likely to be adopted
in the RCEP, typically yields weaker liberalisation outcomes than the negative list
approach being followed in the TPP, although it has to be said also that neither
the TPP nor the RCEP appears likely to satisfy the calls of commentators such as
PECC (2011) for a breakthrough into a more effective approach to services trade
liberalisation. Given the current state of policies toward foreign direct investment
in many RCEP participants it is difficult to envisage an ambitious set of investment provisions emerging in the RCEP. While the ASEAN Guiding Principles
and Objectives document (ASEAN 2012) indicates that the RCEP will include
provisions on intellectual property and competition policy, these provisions are
likely to be considerably softer than the corresponding provisions in the TPP. It
will be a surprise, for example, if the RCEP provisions on intellectual property go
much further than some modest binding commitments of a “TRIPs-plus” nature,
with other commitments expressed on a non-binding “best endeavours” basis.
If however the TPP provisions on intellectual property turn out to be perceived
as excessively skewed in favour of the interests of the United States, a modest set
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of RCEP provisions on intellectual property may appear an appealing alternative
in at least some parts of the region, especially in economies that consider they
lack the resources to effectively implement the TPP provisions on intellectual
property.
Rules of origin is one area where the RCEP is well-positioned to produce a
more progressive outcome than the TPP. If the RCEP rules of origin continue
the trend observable in successive “ASEAN-Plus” FTAs, including increasing use
of co-equal RVC and CTC rules and liberal cumulation provisions, while the TPP
turns out to follow the preferred approach of the United States, the RCEP could
emerge equipped with rules of origin that are much better suited to the purpose
of integrating the region through trade. As also noted above, in such an eventuality it is likely that the RCEP rules would have to be considered as a possible
model for the FTAAP, even if is decided that the FTAAP should in most respects be based on the TPP. The purpose of more restrictive rules of origin becomes increasingly inappropriate as the scope of integration expands to encompass all significant economies in the Asia-Pacific region.
Expanding the RCEP into the FTAAP would essentially involve attracting the
participation of the United States and other APEC members in the Americas.
Prospects for doing this are likely to depend in part on what has happened in the
TPP in the meantime. If the TPP has expanded to include most East Asian
APEC economies, except for say China and Indonesia, the incentives for the Latin American economies would be relatively weak, given the extent of their existing FTAs with East Asian economies. The incentive would be rather stronger if
the membership of the TPP has not expanded beyond its present level. The incentives for the United States and Canada would largely revolve around the perceived benefits of the link with China, especially if Japan’s entry into the TPP
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goes ahead, and would be weighed against the anticipated reluctance of the United States to join an agreement that it might perceive to be of a standard below
the minimum level it has previously considered acceptable in an FTA.
Based on the foregoing discussion it is not difficult to agree with Petri et al.
(2012) that the trans-Pacific track, represented by the TPP, and the East Asian
track, now represented by the RCEP, are likely to proceed in parallel for some
considerable time. Decisions on how the two tracks should converge on the
FTAAP are not likely until both the TPP and RCEP negotiations have concluded,
and probably not for some time after that. As Petri et al. 2012 also suggest, when
the time for those decisions arrives they may well revolve around the positions
taken by China and the United States, who by that time might be the only major
APEC economies not linked to each other by a bilateral or plurilateral FTA, and
who under those conditions would be the principal economic beneficiaries from
proceeding to the FTAAP. There is probably little point at the present time in
speculating on how China and the United States might approach this situation if
and when it arises, except to say that China would be more likely to consider joining the TPP to the extent that it is convinced that the TPP has not been designed
as an instrument to “contain China”, while United States willingness to consider
joining the RCEP would likely be related to the extent that it perceives the rigour
of the RCEP provisions to approach that of the TPP provisions.

VI. Concluding Remarks

The TPP and RCEP initiatives are at very different stages of development,
but both are facing challenges that could prove critical to their potential acceptance as “models” for an eventual FTAAP.
The TPP negotiations have reached the stage where many technical issues appear to have been resolved. The negotiations are now on the point of entering
the so-called “end-game”, where all of the most difficult and sensitive issues will
have to be resolved if the agreement is to be successfully concluded, often
through the exercise of political judgments by governments of participating
economies. In addition to the anticipated market access issues for a small number
of sensitive products, among these difficult and sensitive issues are some whose
outcomes are likely to have an important bearing on the willingness of other
APEC economies to consider joining the TPP. These include intellectual property,
state-owned enterprises, data flows, and possibly also environment and labour.
While the TPP, if successfully concluded, may be unlikely to achieve a level of
ambition fully commensurate with the aspirations expressed at its outset, it is
nevertheless likely to represent a significant step forward in regional economic
integration, in both depth and breadth of commitments as well as in the spread
of membership.
The RCEP process, by contrast, is just beginning, and faces all the issues involved in establishing agenda priorities and modalities for negotiating an agreement among countries that in most cases are already linked by existing agreements. An agenda must be developed which both consolidates economic integra-
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tion among the participants and also advances it beyond what has been achieved
already, so that RCEP becomes a credible vehicle for deeper integration in East
Asia and potentially across the entire Asia-Pacific region. It must do this while
living up to the commitment already made to provide special and differential
treatment where necessary for ASEAN members. In relation to rules of origin
and trade facilitation RCEP can build on existing arrangements and approaches
that in some respects may be more amenable to development in a way that supports regional integration than was the case at the outset of the TPP. In relations
to tariffs however, and even more in relation to services and investment, the challenges facing the RCEP are even more daunting than those that have faced the
TPP.
ASEAN’s determination that the RCEP should be an ASEAN-led process
means that ASEAN faces an especially acute challenge, which has at least three
dimensions. ASEAN must develop a cohesive approach among its members to
the formulating of RCEP commitments with a credible level of ambition, it must
coordinate the consolidation of the “ASEAN-Plus” agreements around commitments that for some participants and in some areas will involve very substantial steps towards greater openness, and it must facilitate the evolution of a process that can accommodate the establishment of a full range of correspondingly
ambitious commitments between ASEAN’s partners. Some doubts have been
expressed within ASEAN about ASEAN’s capacity to meet these challenges, for
example by Das and Chalermpalanupap (2012), who question how long ASEAN
can continue “to embark on new and more ambitious initiatives without mobilizing adequate resources or strengthening its institutions.” It may not be an exaggeration to say that the RCEP negotiations could turn out to a defining test of
ASEAN’s ability to maintain its leadership role in regional economic integration.
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국문요약

21세기 아태지역에서 지역 차원의 무역협정을 통해 역내 무역구조를 통합시키기 위한
논의는 두 가지 서로 다른 비전의 제안들에 의해 발전되었다. 동아시아 지역주의는 동
아시아 자유무역지대(EAFTA) 및 동아시아 포괄적경제동반자협정(CEPEA)의 형태로
나타났으며, 동아시아의 경제통합에 초점을 맞추고 있다. APEC의 환태평양 비전은 보
고르 목표 달성을 위해 아태지역의 무역투자 자유화를 추구하는 아태자유무역지대
(FTAAP)의 수정된 형태로 논의되었다. 2010년 APEC 정상들은 ‘환태평양 트랙’의 환태
평양경제동반자협정(TPP)과 이전의 EAFTA와 CEPEA에서 지금은 역내포괄적경제동반
자협정(RCEP)으로 발전된 ‘동아시아 트랙’을 FTAAP 달성의 경로로 동시에 인정하고
이들 두 트랙에 대한 지지를 선언하였다. 그러나 FTAAP 달성을 위한 두 트랙의 수렴
방식은 여전히 논의 중이다.
본 보고서는 이들 두 트랙의 논의 동향과 진전, 분야별 이슈를 고찰하고 평가함으로써
향후 두 트랙의 논의가 어떻게 수렴될 것인지와 APEC에서 FTAAP의 진전에 어떠한
영향을 미칠 것인지를 전망한다. 보다 포괄적이고 높은 수준의 협정을 지향하는 TPP
는 지난 3년간 협상이 상당히 진전된 반면, RCEP는 안건의 우선순위와 세부협상원칙
에 대한 논의부터 시작해야 하는 초기 단계에 있다. TPP의 경우 원산지규정, 지식재산
권, 보조금, 노동 및 환경 등 민감한 이슈에 대한 합의여부에 따라 TPP가 추구하는 높
은 수준의 협정을 타결할 수 있는지, 그리고 향후 FTAAP의 모델로 수용될지 결정될
것이다. TPP와 마찬가지로 RCEP의 경우도 상품 및 서비스 교역과 투자 자유화 협상
등 여러 가지 과제를 안고 있으며, 특히 다양한 구성원으로 이루어진 협상참가국 간의
무역협정 수준의 차이를 극복하고, 이를 하나의 협정으로 수렴할 수 있는지 여부가 관
건이며, ASEAN 주도의 경제통합 프로세스로서 ASEAN의 리더십을 평가할 수 있는 기
회가 될 것이다.
핵심용어: APEC, 아시아 태평양, 동아시아, 환태평양, 경제통합, 자유무역, TPP, RCEP,
FTAAP
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