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INTRODUCTION 
 
The Regional Comprehensive Economic Partnership (RCEP) is a massive Free Trade Agreement 
(FTA) being negotiated between sixteen nations located in Asia-Pacific. First launched in 2012, 
negotiations for RCEP have extended into present day and are racing towards completion. 
 
RCEP reflects an increasing movement towards regional economic integration and free trade in 
Southeast Asia. This movement ties into the larger phenomenon of globalization, by which 
countries around the world are becoming more politically and economically integrated.  
 
Many economists and global leaders look fondly on RCEP, touting the benefits of comparative 
advantage through trade and further opening of trade barriers. However, critics of free trade 
have seized on RCEP as yet another example of corporate overreach and transgression of 
national sovereignties. This research report proceeds as objectively as possible, considering 
both of these perspectives. 
 
This report aims to provide a comprehensive analysis of the background, content, and 
consequences of RCEP. While RCEP is often overlooked by Western analysts in favor of more 
Eurocentric trade deals, this brief argues that studying RCEP is crucial to understanding global 
trade dynamics. RCEP’s member nations include some of the most rapidly-developing 
economies in the world, and preside over a region of immense potential for development. 
 
The report will be presented in the following sections: background of RCEP, analysis of its 
intellectual property provisions, analysis of its investment provisions, analysis of its provisions 
on services, and projections of its economic effects on developed and developing economies. 
 
Together, these sections will give readers a rigorous account of the origins, content, and 
potential of RCEP. Understanding these points is crucial for anyone interested in the future of 
the international political economy. 
 
 
 
 
 



BACKGROUND 

 
 

TIMELINE OF NEGOTIATIONS  
 
November 2011: The idea of RCEP is first announced at the 19th ASEAN summit in Bali.  

 

August 2012: Economic ministers from all 16 countries sign off on the “Guiding Principles and 

Objectives for Negotiating the Regional Comprehensive Economic Partnership,” indicating their 

intention to begin negotiations in early 2013 and complete them by the end of 2015.1 2  

 

November 2012: The first round of negotiations is officially launched at the 21st ASEAN 

summit. All countries reaffirm their commitment to the principles and timeline previously laid 

out, and commit themselves to achieving greater free trade and fostering economic 

development and growth.3  

 

May 2013: The first round of negotiations takes place. During this round, the negotiators 

establish three working groups, corresponding to the topics which have been the main focuses 

of RCEP negotiations: Trade in Goods (RCEP WGTIG), Trade in Services (RCEP WGTIS) and 

Investment (RCEP WGI).4  

 

September 2013: The second round takes place, during which economic ministers discuss 

“economic and technical cooperation, competition, intellectual property, dispute settlement 

and other issues.”5  

 

January 2014: The third round takes place, with negotiators continuing all previous work. Four 

new working groups (Intellectual Property, Competition, Economic and Technical Cooperation, 

and Dispute Settlement) are added, and two “seminars” are also introduced to supplement 

negotiations (one led by Malaysian and Japanese negotiators with a focus on Intellectual 

Property, and the other headed by Australia with a focus on Services and Investment).6  

                                                      
1 http://asean.org/?static_post=rcep-regional-comprehensive-economic-partnership 
2 https://dfat.gov.au/trade/agreements/rcep/Documents/guiding-principles-rcep.pdf 
3 https://www.mfat.govt.nz/assets/_securedfiles/FTAs-in-negotiations/RCEP/Leaders-statement.pdf 
4http://www.asean.org/wp-
content/uploads/images/2013/economic/aem/jms%201st%20rcep%20ministerial%20meeting%20190813%20-
final.pdf 
5http://dfat.gov.au/news/media-releases/Pages/australia-hosts-second-round-of-regional-comprehensive-
economic-partnership-rcep-negotiations-in-brisbane.aspx 
6 http://www19.iadb.org/intal/intalcdi/PE/CM%202014/13413.pdf 



 

2014: Negotiations continue with 4th, 5th, and 6th rounds. Economic ministers recognize a 

sense of urgency but still hold to the original timeline of finishing by the end of 2015.7  

 

August 2015: 9 rounds of negotiation have now been completed, but with negotiations 

somewhat stalling, the economic ministers resolve to wrap up “as soon as possible in 2016.” 8  

 

Feb 27th, 2017: After a total of 16 rounds of negotiation, the 16th concluding the previous 

December, in February the 17th round of negotiations begins.9  

 
LIST OF SIGNING NATIONS 
 
The RCEP has 16 member states. Ten of these are ASEAN Member states. They are Brunei 

Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the Philippines, Singapore, 

Thailand and Viet Nam. The other six are ASEAN partners and they are Australia, People’s 

Republic of China, India, Japan, Republic of Korea, and New Zealand. 10 Seven of these member 

states were also part of the TPP. These are Australia, Japan, New Zealand, Brunei, Malaysia, 

Singapore, and Viet Nam. 11 

 

China has led negotiations and been crucial in creating the framework of the deal. Its 

deliberateness in crafting a trade partnership that excludes the United States is seen as a 

response to the United States’ efforts with the TPP and its exclusion of China. Many consider 

their effort with RCEP is a counter proposal to the Trans Pacific Partnership as a way of 

maintaining a balance of power.12 This response has resulted in increased tension between the 

countries.  

 

                                                      
7http://asean.org/storage/2016/10/Joint_Media_Statement_of_the_Second_Regional_Comprehensive_Economic
_Partnership_RCEP.pdf 
8 http://asean.org/storage/2016/10/02-RCEP-3-MM-JMS-Final-20150824rev1.pdf 
9 http://dfat.gov.au/trade/agreements/rcep/news/Pages/sixteenth-round-of-negotiations.aspx 
10"Regional Comprehensive Economic Partnership (RCEP)." ASEAN | ONE VISION ONE IDENTITY ONE COMMUNITY. 
N.p., 3 Oct. 2016. Web. 21 Feb. 2017. 
11"United States International Trade Commission." Regional Comprehensive Economic Partnership (RCEP) | USITC. 
N.p., n.d. Web. 21 Feb. 2017. 
12Hamanaka, Shintaro. "TPP versus RCEP: Control of Membership and Agenda Setting." TPP versus RCEP: Control of 
Membership and Agenda Setting by Shintaro Hamanaka :: SSRN. Office of Regional Economic Integration, Asian 
Development Bank, n.d. Web. 



Japan is also an influential member in another realm. While China is more powerful for the 

magnitude of its domestic market, Japan leads in intellectual property protection issues.13 

ASEAN has conducted most negotiations as a bloc, but Japan’s influence and intentions have 

largely molded the RCEP member states today. Initial provisions consisted of an ASEAN +3 

partnership, which would be ASEAN plus China, Japan, and Korea. However, in a speculated 

effort to mitigate China’s power, the ASEAN +6 strategy arose, seemingly orchestrated by 

Japan. The next three countries would be Australia, India, and New Zealand.14 In addition to 

Japan, other ASEAN countries favored bringing these large economies into the agreement.  

 

Other controversies regarding negotiations come from the Malaysian Prime Minister. His 

concerns are that Australia and New Zealand should not be included in the alliance. Central to 

his doubts is the fact that these nations are more European and, thus, have a different 

“worldview, sympathies, and political affiliation.” Their isolation from the Asian countries, he 

argues, should be grounds for excluding them. Member states of ASEAN have not expressed 

this same grievance regarding those nations.  

 
India’s role in negotiations is significant because their membership provides an opportunity for 

integration with the large Asian economies while also expanding its market. Additionally, India 

has needed to take a more aggressive approach in negotiations considering it is not a member 

of the TPP or APEC. The country has leverage in bringing its booming service sector to the table 

with negotiations. India has needed to be forward in negotiations with China.15China’s decisions 

in FTAs has a large influence over other country’s actions and in order to remain competitive, 

India cannot stand aside. Successful negotiations are important because India has lagged in the 

increase liberalization of trade and this provides a convenient opportunity for them to fix that.  

 

SCALE & INDUSTRIES INVOLVED 
 
The countries set to participate in RCEP have a combined GDP of 25.737 trillion US dollars as of 

2017, or 32.61% of the world’s GDP16.  The countries’ populations comprise 48.32% of the 

world’s population, with 3.564 billion inhabitants.17 The deal is intended to be tailored towards 

the heterogeneous economic makeup of member states, with countries like Australia and Japan 

                                                      
13Hamanaka, Shintaro. "TPP versus RCEP: Control of Membership and Agenda Setting." TPP versus RCEP: Control of 
Membership and Agenda Setting by Shintaro Hamanaka :: SSRN. Office of Regional Economic Integration, Asian 
Development Bank, n.d. Web. 
14Lewis, Meredith Kolsky. "The TPP and the RCEP (ASEAN6) as Potential Paths toward Deeper Asian Economic 
Integration." Asian Journal of WTO and International Health Law and Policy 8.2 (2013): 359-378. 
15 Rahul Mishra. (2013). RCEP: challenges and opportunities for India. (RSIS Commentaries, No. 140). RSIS 
Commentaries. Singapore: Nanyang Technological University. 
16 International Monetary Fund (see attached spreadsheet) 
17 Ibid 



on the upper end of development and Cambodia and Myanmar on the lower end.  The 

multilateral FTA, according to the it’s Guiding Principles and Objectives, will affect seven areas: 

trade in goods, trade in services, investment, economic and technical cooperation, and 

intellectual property, competition, and dispute settlement.18 

 

RCEP would standardized rules of origin (ROO) in a region which has been described as falling 

victim to the “noodle bowl effect.”  At present, the ASEAN+1 countries engage in intra-regional 

trade through a complicated web of bilateral preferential trade agreements (PTAs).  Individual 

PTAs typically bring their own documentation and standards for determining the origin of a 

good and its eligibility for inclusion under the agreement.  ROOs, especially to the extent to 

which they complicate business in the ASEAN+1 region, discourage companies, particularly 

small and mid-sized companies, from utilizing the full benefit of PTAs. 

 

The extent to which tariffs within ASEAN+1 the will be reduced has not yet been determined.  It 

can nonetheless be said that tariff reductions will open the doors to greater specialization 

within the region. Intra-regional tariffs encourage the minimization of the cross-border transfer 

of intermediate goods. With lower tariffs, economies within ASEAN+1 will have increased 

opportunity to lever their comparative advantages. 

 

Non-tariff measures (NTMs), or policies other than customs duties which hinder free trade, still 

remain an obstacle to be overcome through RCEP.  NTMs, which include testing and labeling 

requirements, health standards, and governmental quotas, have been the subject of discussion 

at RCEP negotiations, but it remains to be seen how they will be addressed in the final draft of 

the agreement.19 

 

ASEAN BACKGROUND & INVOLVEMENT 
 
ASEAN, short for the Association of Southeast Asian Nations, is a regional organization 

comprised of ten member states: Indonesia, Malaysia, Philippines, Singapore, Thailand, Laos, 

Brunei, Myanmar, Cambodia, and Vietnam.20 It was established on August 8th, 1967 with the 

signing of the Bangkok Declaration (ASEAN Declaration) by the founding members of Indonesia, 

Malaysia, Philippines, Singapore, and Thailand, and became a ten member group when 

Cambodia joined last in 1999.21 The organization aims to accelerate economic growth, social 

progress, and cultural development in the region through collaboration and mutual assistance, 

                                                      
18 https://dfat.gov.au/trade/agreements/rcep/Documents/guiding-principles-rcep.pdf 
19 http://www.akes.or.kr/akes/downfile/17.2.3%20%20Ratna%20and%20Huang%20(213-242).pdf 
20 ASEAN. “Overview.” Association of Southeast Asian Nations. n.d. Web. http://asean.org/asean/about-
asean/overview/ 
21 Ibid. 

https://dfat.gov.au/trade/agreements/rcep/Documents/guiding-principles-rcep.pdf
http://www.akes.or.kr/akes/downfile/17.2.3%20%20Ratna%20and%20Huang%20(213-242).pdf


as articulated in the seven points of the ASEAN Declaration.22 Another central objective is to 

encourage regional peace and stability founded by the principles of the United Nations, through 

fostering cooperation between member nations and other organizations. 23 Its motto is “One 

Vision, One Identity, One Community”.24 The ASEAN Charter, which went into force in 2008, 

lays out the legal and institutional framework for ASEAN.25 

 

The Southeast Asian regionalism, which laid the foundation for ASEAN, was formed in the 1950s 

and 1960s when most now-ASEAN countries finally achieved independence from centuries of 

colonization. Many Southeast Asian nations faced internal political instability, ethnic conflicts, 

weak security and other problems, and they sought a solution to such instability through 

strengthening cooperation with neighboring nations with similar struggles.26 Before the success 

of ASEAN, there were few failed attempts to create a regional pact, due to each country’s 

emphasis on their own national interests.27 Therefore, in the Bangkok Conference of 1967 in 

which ASEAN was created, the five original countries emphasized shared regional interests.28 

 

The ASEAN Member States have adopted the six fundamental principles contained in the 1976 

Treaty of Amity and Cooperation in Southeast Asia. One of them is the principle of non-

interference in the internal affairs of one another, commonly referred to as the ASEAN Way.29 

The roots of this non-interference policy can be found in the 1971 Kuala Lumpur Declaration, 

when all member states acknowledged The Zone of Peace, Free and Neutrality Declaration 

(ZOPFAN).30 By avoiding political and military intervention from superpowers like the United 

States, Russia, and China, ZOPFAN aims to create peace and political stability in Southeast 

Asia.31   

 

Prior to the creation the proposal of RCEP, most of the major trade deals were organized and 

led by ASEAN’s FTA trade partners. For example, China had established East Asian Free Trade 

Area, while Japan proposed the Comprehensive Economic Partnership for East Asia. 

                                                      
22 Ibid. 
23 Keling, Mohamad, et al. The Development of ASEAN from Historical Approach. July 2011. 
doi:10.5539/ass.v7n7p169  
24 ASEAN. “ASEAN Motto.” Association of Southeast Asian Nations. n.d. Web. http://asean.org/asean/about-
asean/asean-motto/ 
25 ASEAN. “Overview.” Association of Southeast Asian Nations. 
26 Keling, Mohamad, et al. The Development of ASEAN from Historical Approach. 
27 Ibid. 
28 Ibid. 
29 ASEAN. “Overview.” Association of Southeast Asian Nations. 
30 Keling, Mohamad, et al. The Development of ASEAN from Historical Approach. 
31 Ibid. 



Unfortunately, the creation of ASEAN did not serve to strengthen the influence of Southeast 

Asian nations as much as it was hoped.  

 

Because much of ASEAN’s past trade deals have been created by their FTA partners, such as 

China and Japan, RCEP was founded as a way to combat outside influence and emphasize 

centrality. Thus, ASEAN’s role in RCEP is to serve as a leader in the negotiation of future free 

trade agreements. By taking charge of trade negotiations, ASEAN hopes to enhance regional 

relations and increase cooperation. As a future forerunner for ASEAN-centered FTAs, ASEAN 

must provide both a structured process and direction for the creation of new FTAs.32 While the 

first act of initiation is a forward sign of leadership, it is also pertinent that negotiations and 

compromises are led by ASEAN to avoid being too largely swayed by larger Asian countries. 

Currently, ASEAN has expressed signs of leadership and centrality by hosting summits where 

leaders discuss propose crucial policies regarding both political and economic issues. Already, 

ASEAN has hosted a number of summits, including the ASEAN +1 Summit, ASEAN +3 Summit 

and East Asia Summit. 33 

 

Plans to implement practices that reflect centrality would be materialized by initiating and 

hosting meetings with Dialogue Partners, which include Japan, India, Republic of Korea, New 

Zealand, Russia, United States, Australia, Canada, China, and the EU.34 Furthermore, ASEAN 

plans to pave the discussion for the creation of concrete measures for new free trade 

agreements. Currently, ASEAN already has many +1 FTA’s with its Dialogue Partners, so the goal 

of RCEP would be to establish more unified FTAs that apply to all Dialogue Partners.35 Existing 

measures that are more holistic and unified include the ASEAN Single Window Initiative, which 

is the free exchange of electronic border documents as a way to make border clearance more 

efficient, thus enhancing ASEAN economic integration.36  

 

RCEP was clearly conceived from an ASEAN-centric perspective, and appears to have been 

conceived solely or at least primarily by ASEAN. The basic framework of the agreement 

(released in 2011 at the 19th ASEAN conference) references the goal of the ASEAN charter “to 

maintain the centrality and proactive role of ASEAN as the primary driving force in its relations 

and cooperation with its external partners in a regional architecture that is open, transparent, 

                                                      
32 Yoshifumi Fukunaga. ASEAN’s Leadership in the Regional Comprehensive Economic Partnership. 24 November 
2014. Web. http://onlinelibrary.wiley.com/doi/10.1002/app5.59/full 
33 Ibid. 
34 ASEAN. “External Relations.” Association of Southeast Asian Nations. n.d. Web. http://asean.org/asean/external-
relations/asean-dialogue-coordinatorship/ 
35 Ibid.  
36  ASEAN. “ASEAN Single Window Initiative.” Association of Southeast Asian Nations. n.d. Web. 
http://asw.asean.org/12-news/1-what-is-asean-single-window 



and inclusive,” and states the ASEAN countries’ intent to create an “ASEAN-led process” in 

negotiating the RCEP.37 

 

The additional countries (Japan, South Korea, China, Australia, and New Zealand) included in 

RCEP were all party to existing bi-lateral (“ASEAN+1”) Free Trade Agreements prior to their 

inclusion in the RCEP, however all public information (on RCEP member-states official 

government websites, etc.) seems to indicate that the RCEP was an ASEAN idea, with the other 

6 countries joining in as partners only after ASEAN’s initial proposal. Each of those additional 

countries will clearly achieve progress towards some economic and/or political goals. The 

promise of this progress appears to have been sufficient for these states to accept the ASEAN-

centric framing of the RCEP as each economic minister signed off on the “Guiding Principles” 

document, which signaled an intention to “provide for special and differential treatment to 

ASEAN Member States, especially Cambodia, Lao PDR, Myanmar and Viet Nam.”38   

 

It appears that in addition to creating the RCEP in the first place, ASEAN countries have for the 

most part been in control of the negotiating process — ASEAN member-states established and 

chair most of the various sub-committees and working groups that have been set up in the 17 

rounds of negotiation so far.39 Nevertheless, given their economic stature, some of the non-

ASEAN countries (in particular China, with trade between ASEAN countries and China 

accounting for 31% of China’s trade)40 carry significant negotiating clout. While ASEAN states 

may control the process procedural, ASEAN-centrality may be somewhat weaker when it comes 

to driving the substance of the negotiation.41 Additionally, though the non-ASEAN countries did 

agree to the original guiding principles, they have been more hesitant in agreeing with ASEAN’s 

subsequent reviews of the negotiations, pushing back somewhat on the ASEAN-centric focus.42 

Lastly, it is worth note that some of the more important topics of negotiation continue to be 

driven by non-ASEAN countries, a prime example being the Japanese focus on Intellectual 

Property rights, an issue of little concern for many of the ASEAN member countries.43 

 

CURRENT STATE OF TRADE IN ASIA-PACIFIC 

                                                      
37 “ASEAN Framework for Regional Comprehensive Economic Partnership” http://asean.org/?static_post=asean-
framework-for-regional-comprehensive-economic-partnership 
38 Ibid. 
39 “ASEAN's Leadership in the Regional Comprehensive Economic Partnership” 
http://onlinelibrary.wiley.com/doi/10.1002/app5.59/full# 
40 “China’s Role in Asia’s Free Trade Agreements” http://onlinelibrary.wiley.com/doi/10.1002/app5.66/full 
41 Ibid. 
42 See 3 
43 “India, Japan spar over higher intellectual property standards” http://www.business-
standard.com/article/economy-policy/india-japan-spar-over-higher-intellectual-property-standards-
114120101223_1.html 

http://asean.org/?static_post=asean-framework-for-regional-comprehensive-economic-partnership
http://asean.org/?static_post=asean-framework-for-regional-comprehensive-economic-partnership
http://onlinelibrary.wiley.com/doi/10.1002/app5.59/full
http://onlinelibrary.wiley.com/doi/10.1002/app5.66/full
http://www.business-standard.com/article/economy-policy/india-japan-spar-over-higher-intellectual-property-standards-114120101223_1.html
http://www.business-standard.com/article/economy-policy/india-japan-spar-over-higher-intellectual-property-standards-114120101223_1.html
http://www.business-standard.com/article/economy-policy/india-japan-spar-over-higher-intellectual-property-standards-114120101223_1.html


 
ASEAN has made a comprehensive effort at lowering barriers between member countries in all 

types of economic aspects. Not only are tariffs between member countries nearly nonexistent, 

but ASEAN has also expressed efforts to increase the fluidity of investment, capital, currency, 

and financial services. The ultimate goal of the free flow of goods and economic assets is to 

maintain “appropriate macroeconomic policies and foster greater macroeconomic 

convergence.”44 Programs and agreements with regards to trade are mainly run by the ASEAN 

economic community (AEC). The AEC strives to make ASEAN into a “single market and 

production base, a highly competitive region with equitable economic development, and fully 

integrated region in the global economy.”45    

 

Under the Common Effective Preferential Tariff (CEPT), all countries within ASEAN have 

significantly reduced their tariff rates. Incremental reductions in tariffs starting from January of 

2003 have resulted in an average tariff reduction from 12.76 percent to 1.51 percent. Excluding 

the few products listed on the Highly Sensitive List and General Exception List, such as rice, 

most products stay within the 0 to 5 percent tariff range.46 The Tariff Schedules of each country 

can be seen here: http://asean.org/?static_post=annex-2-tariff-schedules. The reduction in 

intra-regional tariffs has caused a surge in trade across the ASEAN countries. The first two 

quarters of 2003 reflect this increased growth in trade as exports and imports increased by 4.2 

percent and 1.6 percent respectively. Trade exports in 2002 were valued at US$ 380.2 billion.47 

 

ASEAN has also been quite open to trade with non-ASEAN countries, especially with certain 

Delegate Partners - the United States, European Union and Japan being the most expansive 

export markets. Simultaneously, these three countries also provide ASEAN’s largest imports. 

Overall, ASEAN trade with the main worldwide markets increased by 11.71 percent and 6.91 

percent for exports and imports, respectively.48 Furthermore, non-ASEAN countries also seem 

to contribute to the economic development within ASEAN countries. For example, JAFTA 

(ASEAN Financial Technical Assistance Fund) “has provided technical assistance in Managing 

Capital Flows, Capacity Building for Macroeconomic Statistics and Developing Bond Markets as 

well as the Promotion of Medium Term Note Programme.”49 The European Union is also 

involved in “trade related assistance” by funding regional projects including ARISE PLUS, 

                                                      
44 ASEAN http://asean.org/asean-economic-community/asean-finance-ministers-meeting-afmm/ 
45Invest in ASEAN. ASEAN Economic Community. http://investasean.asean.org/index.php/page/view/asean-
economic-community/view/670/newsid/755/about-aec.html 
46 ASEAN, http://asean.org/asean-economic-community/asean-free-trade-area-afta-council/overview-2/ 
47 Ibid. 
48 Ibid. 
49 ASEAN http://asean.org/asean-economic-community/asean-finance-ministers-meeting-afmm/ 

http://asean.org/?static_post=annex-2-tariff-schedules


COMPASS, ECAP 3, AATIP, and e-READI. Such programs seek to improve communication and 

integration while providing data reflecting progress. 50 

 

Overall, ASEAN has reflected a growing acceptance with regards to a freer flow of economic 

goods. But, there has been criticism from major domestic companies within ASEAN countries 

that the movement towards free trade has not been enacted quickly enough. This may be due 

to “ASEAN’s 10 different tax systems” and the “myriad of non-tariff barriers.” Others, blame 

ASEAN governments for ASEAN’s lack of momentum in implementing freer trade. Tony 

Fernandes, the founder of AirAsia, states that “one thing that complicates ASEAN is that 

government is so involved in business.” Therefore, the interests of various companies may 

influence the movement of policies and degrees of protectionism.51 As of today, tariff rates 

between ASEAN member countries already seem to be quite low. However, the companies 

whose produces fall in the Highly Sensitive List or General Exceptions list may be pushing for 

lower tariff rates.  

 

PAST & CURRENT FREE TRADE DEALS (FTAs) IN ASIA-PACIFIC  
 
There has been a surge in the number of Free/Preferential Trade Agreements between 

countries in the Asia-Pacific in the first decade of the 21st century. The Asian Development 

Bank (ADB) estimates that, by January 2009, 37 FTAs were in effect in East Asia and another 72 

FTAs were in the pipeline.52  

 

This has led to apprehensions about the development of an Asian Noodle Bowl - a situation 

where a large number of overlapping trade agreements can be harmful to business activity, 

especially for Small and Medium Enterprises (SMEs). Multiple rules of origin add to regulatory 

hassles and business costs, making the international trading system chaotic and impeding 

global integration. 

As of 2009, the largest regional economies held the greatest numbers of concluded FTA 

negotiations, with Singapore at 18, Japan at 11, China at 10, India at 9, and South Korea at 6.53 

                                                      
50 European Commission. Association of South East Asian Nations (ASEAN). 
http://ec.europa.eu/trade/policy/countries-and-regions/regions/asean/ 
51 Jeremy Grant, ASEAN chiefs fear rising protectionism, Financial Times. September 8, 2014. Web.  
https://www.ft.com/content/03a82fc2-3736-11e4-8472-00144feabdc0 
52 Asian Development Bank working paper on the Asian Noodle Bowl: http://www.eastasiaforum.org/wp-
content/uploads/2009/04/adbi-wp136asiannoodlebowlseriousbusiness.pdf 
53 Asian FTAs Trends and Challenges by ABDI: https://www.adb.org/sites/default/files/publication/155999/adbi-
wp144.pdf  

http://www.eastasiaforum.org/wp-content/uploads/2009/04/adbi-wp136asiannoodlebowlseriousbusiness.pdf
http://www.eastasiaforum.org/wp-content/uploads/2009/04/adbi-wp136asiannoodlebowlseriousbusiness.pdf
https://www.adb.org/sites/default/files/publication/155999/adbi-wp144.pdf
https://www.adb.org/sites/default/files/publication/155999/adbi-wp144.pdf


ASEAN has 5 FTAs with 6 countries: China, Japan, South Korea, India, and Australia and New 

Zealand.54 

 

Below is a list of prominent FTAs that have already agreed upon in the region. 

 

-Asia Pacific Trade Agreement55 (APTA, formerly known as the Bangkok Agreement)   

 

-APTA was signed in 1975 and is the oldest preferential trade agreement in the Asia Pacific 

region. The agreement was pioneered by one of the five regional commissions of the UNESCO - 

the United Nations Economic and Social Commission for Asia and the Pacific, which also serves 

as the APTA Secretariat. The agreement comprises seven states - Bangladesh, China (joined in 

2001), India, Lao PDR, Mongolia (joined in 2013), South Korea, and Sri Lanka and covers over 

2.92 billion people accounting for US$14.615 trillion in terms of Gross Domestic Product. Four 

rounds of negotiations have been held under the agreement, from 1975 till 2011. These 

negotiations have led to tariff concessions, framework agreements to deepen trade 

cooperation through trade in services and investments56. The fourth round of tariff concessions, 

covering over 4000 goods and services, are likely to be implemented starting July 2017.5758 

 

-South Pacific Regional Trade and Economic Co-operation Agreement (SPARTECA) 

Signed in 1981, SPARTECA offers duty free access to New Zealand and Australian markets for 

specified products originating from countries of the Pacific Islands Forum - Cook Islands, Fiji, 

Kiribati, Micronesia, Nauru, Niue, Papua New Guinea, Samoa, Solomon Islands, Tonga, Tuvalu 

and Vanuatu.  

 

-South Asian Free Trade Area (SAFTA)59 

Finalized in 2004 at 12th SAARC summit in Pakistan, SAFTA signatories agreed to reduce 

customs duties of all traded goods to zero. It created a free trade area of 1.6 billion people in 

the SAARC countries of Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and 

Sri Lanka. 

 

-Asia-Pacific Economic Cooperation Forum (APEC) 

                                                      
54 On ASEAN’s Bilateral FTAs: 
http://www.miti.gov.my/miti/resources/fileupload/ASEAN's%20Bilateral%20FTA%20(website).pdf  
55 Text of the APTA : http://fta.mofcom.gov.cn/yatai/xieyiwenben_en.pdf 
56 Text of APTA framework agreements from 2009 till 2011: http://www.unescap.org/apta  
57 NTM (non-tariff measures), Rules of Origin and Tariffs database: http://www.unescap.org/content/apta-ntm/ 
58 National lists of tariff concessions: http://commerce.nic.in/trade/bangkok_agreement.pdf 
59 SAFTA text : http://commerce.nic.in/trade/safta.pdf 

http://www.miti.gov.my/miti/resources/fileupload/ASEAN%27s%20Bilateral%20FTA%20(website).pdf
http://fta.mofcom.gov.cn/yatai/xieyiwenben_en.pdf
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Created in 1989, APEC aims to support “sustainable economic growth and prosperity” in the 

Asia-Pacific region.60 It has 21 member economies: Australia, Brunei, Canada, Chile, China, Hong 

Kong, Indonesia, Japan, South Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, Peru, 

The Philippines, Russia, Singapore, Taiwan, Thailand, USA, and Vietnam. While this coalition 

does not have a trade agreement, it aims to create a Free Trade Area of the Asia-Pacific 

(FTAAP), aimed to complement existing regional FTAs such as ASEAN+3.61 

 

-ASEAN Free Trade Area (AFTA) 

Signed in 1992 at the ASEAN Summit in Singapore and into force in 1993, the ASEAN Free Trade 

Area aims to “create a single market and an international production base; attract foreign 

direct investments; and expand intra-ASEAN trade and investments.”62 All 10 ASEAN states are 

members of this agreement. The Common Effective Preferential Tariff (CEPT) Scheme is the 

mechanism for achieving the goals of AFTA. ASEAN nations agreed to reduce existing tariff rates 

of goods which meet the 40% ASEAN content requirement to 20% in 5-8 years (from 1993), and 

the subsequent reduction of tariff rates from 20% in 7 years.63  

 

-East Asia Free Trade Area (ASEAN+3) 

 ASEAN+3 points to the regional cooperation of ASEAN and three East Asian countries, the 

People’s Republic of China, the Republic of Korea, and Japan.64 ASEAN has bilateral FTAs with 

each of these three nations: ASEAN-China FTA (ACFTA), ASEAN-Korea Trade in Goods 

Agreement (AKFTA), and ASEAN-Japan Comprehensive Economic Partnership (AJCEP).65 

 

RCEP’S RELATION TO THE TRANS-PACIFIC PARTNERSHIP (TPP) 
 
In November 2011, the ten member states of ASEAN convened in Bali, Indonesia.  From the 

initial meeting emerged an initial framework for a regional comprehensive economic 

partnership.  Indonesia was a driving force in these early meetings, motivated in part by the 

TPP’s increasing potential to influence the ASEAN region.  Indonesia has been outspoken in its 

dissent of the TPP, considering it both contrary to its domestic interests and offensive to 
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62 Malaysia FTA page: http://fta.miti.gov.my/index.php/pages/view/6?mid=50  
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regional trading ally China.  At the time, only the ten ASEAN states were involved in discussions 

and signatories of the framework.  The framework entailed an “open accession” clause, a clause 

which invited both ASEAN FTA partners and external parties to join the partnership at the onset 

or later.66To date, RCEP has not realized the full extent of this openness.  In its currently upheld 

guidelines, RCEP invites only ASEAN FTA partners to join, thereby excluding the US and other 

external parties. 

  

The 2006 Trans-Pacific Strategic Economic Partnership Agreement (TSEP) between Brunei, 

Chile, New Zealand, and Singapore established the foundation for the TPP, with the US joining 

negations in 2008.  The TPP has grown to include twelve members and boasts an accession 

clause of the TPP arguably more liberal than that of RCEP.  The accession clause broadly permits 

applications from APEC member states and “other states.”67Thus far, only one application, that 

from South Korea, has been rejected.   As such, China is not de jure barred from joining the TPP, 

as many claim. 

  

The apparent openness of the TPP’s accession clause does not, however, signify low barriers to 

entry for latecomers.  After Malaysia joined the TPP without extensive pre-approval measures 

in October of 2010, completing the TPP9, states joining interested in joining the TPP have been 

treated as latecomers and been required to make some concessions.  As of 2012, joining the 

TPP required the acceptance of the agreements previously reached by incumbents.68  Joining 

also rendered latecomers without veto power over chapter agreements reached by incumbent 

members.69 

  
China 

In the earlier years of the TPP, China openly denounced the partnership.70  More recently, 

China has become apparently less concerned with the TPP.  The Chinese Ministry of Commerce 

has adopted a “wait and see” approach and considers itself to have an “open mind” toward the 

TPP.71 

  

Aside from the latecomer barriers presented by the TPP, the TPP, being fundamentally different 

in nature from RCEP, contains a host of other turnoffs to China.  The TPP is a far more 
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69 Ibid. 
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comprehensive and progressive agreement, with rapid implementation, tariff reductions of up 

to 98%, and strict measures in the areas of such as IP.  RCEP, by contrast, features more gradual 

implementation plans, tariff reductions near 90%, and comparatively weaker IP measures, in 

keeping with the inclusion of more developing states.  Some experts consider the RCEP to be a 

direct competitor with TPP.  The two agreements, however, assume two markedly different 

approaches and have significantly different interests in mind.  To join the TPP, China would be 

required to tighten its IP restrictions and potentially reconsider some of its long-term economic 

goals. 

 

 

 

 
 

 
 

  



INTELLECTUAL PROPERTY PROVISIONS  
 
The report will now examine the intellectual property provisions included in RCEP. The full text 

of these provisions can be accessed here: http://www.bilaterals.org/?rcep-draft-ip-chapter-15-

oct-2015 

 

ARTICLE 1 
 

Overview 

Article 1 establishes the principles which will guide the remainder of the chapter and defines 

the space which the chapter will occupy in the context of existing multinational intellectual 

property protection agreements. 

 

Mutual Advantage 

The article, recognizing the competing interests of innovation and access, identifies the 

objective of creating intellectual property rights which are “to the mutual advantage of 

producers and users of technological knowledge.” 

 

Existing Agreements 

The article is delicate in navigating existing WTO intellectual property agreements.  The article 

explicitly asserts that the chapter will not undermine any aspect of the 1995 TRIPS agreement 

or any other existing agreement multilateral agreement of this kind.  It also recognizes the 

Doha Declaration to qualify its support of TRIPS.  At the Fourth WTO Ministerial Conference, 

convened in November 2001 in Doha, Qatar, WTO members agreed on the Declaration on the 

TRIPS agreement and public health.  The declaration implores signatories of the TRIPS 

agreement to embrace a liberal interpretation of the agreement in the interest of public health. 

 

Differing Development 

Noted in the RCEP Guiding Principles and Objectives are the varied levels of development of 

member states.  In keeping with the broad objective of taking into consideration developmental 

disparities, Article 1 asserts that the IP protections which follow in the chapter will be cognizant 

of said disparities.  Despite this, the article still tries to maintain fair standards within the 

region.  Article 1 prohibits a state from extending greater intellectual property protections to its 

nationals than it extends to nationals from other states which are party to the agreement, 

except in the case of exceptions permitted by TRIPS.  This prohibition creates pressure for 

states to uphold more rigorous intellectual property protections.  If a state wishes to have open 

protections, it must permit external actors to exploit the liberalness of its protections. 



 

ASEAN Framework Agreement on Intellectual Property Cooperation 

The first two paragraphs of Article 1 exhibit similarities to Article 1 and Article 2 of the ASEAN 

Framework Agreement on Intellectual Property Cooperation, which are titled Objectives and 

Principles, respectively.  The December 1995 clearly informed the formulation of the 

foundation of the RCEP IP chapter.  The ASEAN framework, like the RCEP IP chapter, invokes the 

“principle of mutual benefits.”  Further, both agreements recognize the importance of 

maintaining existing multinational IP protection agreements. 

 

The two documents differ in the scope of their objectives.  While both documents highlight 

regional economic advancement as an objective of the protections, the 1995 framework 

assumes a more outward-looking approach, additionally identifying global trade liberalization 

as an objective.  By upholding strong intellectual property protections, ASEAN states can create 

a safer environment for international investment and can result in reductions in the tariffs 

imposed by more developed states on less developed states.  The absence of this global 

consideration in the RCEP IP chapter draft is noteworthy and follows from the partnership’s 

principle of ASEAN centrality. 

 

ARTICLE 2: COPYRIGHTS AND RELATED RIGHTS 
 
The second article consists of five subparagraphs and the first paragraph outlines provisions on 

exclusive rights. The first sub-point discusses authors of cinematography and grants the right of 

discretion for the means of communicating their work. The second sub-point secures this same 

right to producers of sound recordings Regarding sound recordings, the text clarifies that, for 

the Parties who are members of the WIPO (World Intellectual Property Organization) 

Performance and Phonograms Treaty or those that will join, the provisions of this agreement 

are subject to those of the Treaty.   

 

The second paragraph discusses collective management organizations and broad provisions for 

their establishment. This section states that each Party must create organizations for copyright 

management. Further, it states that the Parties should “encourage” the organizations to 

operate with efficiency and transparency. There are no further guidelines for the establishment 

and maintenance of these organizations, leaving significant agency to each Party, but also 

lacking in hard rules.  

 

Paragraph three addresses the circumvention of technological control measures. “Effective 

technological measures” are defined as any components used by copyright owners for the 

exercise of their copyright rights. The paragraph states that each state must provide legal 



support, protection, and remedy in the case of a violation of copyright laws. The general 

provision is to ensure that any measures used to violate copyright protections are legally 

restricted. There is no specific provisions on the response. 

 

The fourth paragraph concerns government use of software. The section states that parties 

confirm their commitment to two provisions. First, governments should maintain laws and 

regulations that allow central government agencies to use only legitimate software. Second, the 

agreement encourages each Party to impose a similar structure on local governments. These 

provisions are mostly a continuation and confirmation of policies and procedures that exist 

within the status quo.  

 

The last paragraph concerns exceptions and limitations. It states that exceptions and limitations 

should be limited to special cases. These cases, though, must not conflict with “normal 

exploitation” of the material. Additionally, they shouldn’t “unreasonably” harm the protected 

interests of the owner. The arbitrary language in this section leaves room for wide discretion as 

to what could be a rightful exception or limitation.  

 

Many of the provisions outlined in this article are continuities of existence regulations and an 

emphasis on the method of their enforcement. The language leaves the sovereignty of each 

party strong and provides a general and suggested outline for policies that should be decided at 

the discretion of each government.  

 

ARTICLE 3: TRADEMARKS & GEOGRAPHICAL INDICATIONS 
 

Article 3 covers the area of trademarks and geographical indications. In the World Intellectual 

Property Organization (WIPO) definition, a trademark is “a sign capable of distinguishing the 

goods or services of one enterprise from those of other enterprises.72” These signs may be 

words, symbols, three-dimensional figures, sounds or even fragrances.73 According to the 

WIPO, a geographical indication (GI) is “a sign used on products that have a specific 

geographical origin and possess qualities or a reputation that are due to that origin.74” For 

example, producers of Darjeeling tea can exclude the use of term “Darjeeling” for tea grown 

outside of their geographical location, in a jurisdiction in which Darjeeling geographical 
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73 Ibid. 
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indication is protected.75 Agricultural products, foodstuffs, wine and spirit drinks, handicrafts, 

and industrial products are typical examples on which GI is used.76 

 

Three external agreements are cited in Article 3: 1) Nice Agreement Concerning the 

International Classification of Goods and Services for the Purposes of the Registration of Marks, 

2) Madrid Agreement Concerning the International Registration of Marks 1989, and 3) TRIPS 

Agreement. 

 

The Nice Agreement, mentioned in Paragraph 1, was established in 1957, obliging all party 

countries to apply the Nice Classification for any registration of marks and requiring them to 

include “numbers of the classes of the Classification to which the goods or services for which 

the marks are registered belong.”77 As of 2011, RCEP party nations party to the Nice 

Classification are Australia, China, South Korea, Singapore, Japan, and Malaysia. Using the Nice 

Classification but not party of, are: Vietnam, Thailand, Philippines, Cambodia, New Zealand, 

India, and Indonesia. Not involved are Laos, Myanmar, and Brunei. While the majority of 

members support the treaty, the Nice system may not be of interest of all party nations of 

RCEP. 

 

The Madrid Agreement, mentioned in Paragraph 4, was established in 1891 and concerns the 

international registration of marks.78 By obtaining international registration, parties are able to 

protect a mark in all participating nations.79 All RCEP members, except for Indonesia, Malaysia, 

Myanmar, and Thailand are in the Madrid Union. Brunei most recently joined in January 2017.80 

The loose language of “Each party shall endeavour to accede” can be attributed to this fact. 

 

As with most other articles in the IPR agreement, RCEP negotiating parties have multiple 

disagreements on this article. One is whether the WIPO (World Intellectual Property 

Organization) Joint Recommendation concerning Provisions on the Protection of Well-Known 

Marks should Be recognized or not.81 In addition, parties strongly disagree on the relationship 
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between trademarks and geographical indications, and on whether the latter is eligible for 

trademark protection.82 

 

All parts of Article 3 are significantly shorter than its counterpart in the TPP.83 While this could 

be attributed to the fact that the RCEP agreement is still in the draft stage, it could also be 

argued that difficult negotiations have resulted in vague language. For instance, Paragraphs 4 

and 5, regarding the registration of marks, do not include as much extensive language on 

domain names as does the TPP. Paragraph 7, on the protection of geographical indications, are 

significantly shorter than those in the TPP Agreement. Considering the fact that more advanced 

nations like Japan have strong interest in having comparable IP standards in RCEP as in the TPP, 

we can infer that these shorter provisions are a result of negotiations by ASEAN nations, who 

are much more reluctant. 

 

ARTICLE 4: PATENTS 

 
Article 4 gives a basic description of how countries may issue patents, often using very broad 

language to ensure uniformity. The article covers “patentable subject matter,” “exceptions to 

rights conferred,” “TRIPS flexibilities on compulsory licenses and LDC extensions,” “electronic 

registration regime for patents” and “patent cooperation treaty.”84 A large proportion of 

patentability guidelines follow the Trade-Related Aspects of Intellectual Property Rights,” which 

is are the “minimum standards of protection” as established by the World Trade Organization 

(WTO).85 

 

The article begins with a brief list of “inventions” that countries can provide patents for. Such 

“products or processes” may receive patents “provided that they are new, involve an inventive 

step and are capable of industrial application.”86 Products or processes that fall under this 

category are largely determined by the countries themselves, who are addressed as “parties.” 

Furthermore, patentability must be available to all, without exclusions based on “place of 

invention, the field of technology and whether products are imported or locally produced.” 
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87 The article then proceeds to describe possible exclusions from patentability. Section (b) of 

paragraph 1 explains that patents that could potentially stifle the protection of “human, animal 

or plant life or health,” including environmental harm, are not allowable. Section c expands on 

such exclusions with a focus on the medical and bioengineering industries.  

 

Paragraph 2 provides countries with some freedom to create additional exclusions so long as 

such exclusions do not “unreasonably conflict with normal exploitation of the patent and do 

not unreasonably prejudice the legitimate interests of the patent owner, taking account of the 

legitimate interests of third parties.” The unspecified use of “normal” seems to imply that levels 

of normalcy are determined by each member country. In addition, the term “legitimate 

interests” is also a broad term, open to interpretation. Under legal jargon, “legitimate interests” 

hold a more concrete definition, acting as a “legal standard” that is typically accepted if the 

product or process in question is “beneficial to society as a whole.”88 RCEP, in reference to 

legitimate interests, seeks to protect third parties, ensuring that their rights are not thwarted 

by the interests of patent owners.  

 

Paragraph 3 is heavily reliant on the TRIPS agreement as well as statements from WTO officials. 

The first half focuses on “the right to grant compulsory licenses.” Compulsory licenses allow 

third parties to produce products or processes, usually “for the domestic market,” that are 

already patented, thus bypassing the usual permission by patent owners.89 In Article 31 of the 

TRIPS agreement, it states that compulsory licenses “may only be permitted if, prior to such 

use, the proposed user has made efforts to obtain authorization.” Such compulsory licenses are 

mainly provided for the legal production of pharmaceuticals.90 The second half, expresses 

RCEP’s consideration of the diversity of countries within its partnership, giving less developed 

countries exceptions “with respect to pharmaceutical products, to implement or apply 

Paragraphs 1(a) of Article 4 (Patentable Subject Matter) and Paragraph 4 or Article 4 (Electronic 

Registration Regime)”.91 Article 4 is merely a brief suggestion for member states to create an 

electronic registration system for “ease of application.” 

 

The last section of Article 4, Paragraph 5, states that all member states must follow the 

guidelines written in the Patent Cooperation Treaty. This treaty was created by the World 
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Intellectual Property Organization (WIPO) is an extensive international agreement with more 

than 145 Contracting States that allow applicants to submit a “single ‘international’ patent 

application instead of filing several separate national or regional patent applications.”92 Once all 

member states agree with the Patent Cooperation Treaty, there can be more of a unified 

protection among RCEP member states.  

 

ARTICLE 5: INDUSTRIAL DESIGNS 

 

Article 5 covers protection for Industrial designs, a concept similar to patents (sometimes even 

called Industrial design patents) but specific to designs. Industrial Design protection, broadly 

defined, refers to the protection of a design (“the ornamental or aesthetic aspect of an 

article...three dimensional features, such as the shape of an article, or two-dimensional 

features, such as patterns, lines or color”) from third parties “making, selling or importing 

articles bearing or embodying a design which is a copy, or substantially a copy, of the protected 

design, when such acts are undertaken for commercial purposes.” 93  

 

Paragraph 1 lays out basic standards for Industrial Design protections: Only new and original 

designs can be protected, protection must be reasonably easy to obtain, there must be legal 

backing to said protections, and there may be reasonable limited exceptions to what can be 

protected.  These outlines alone do constitute much in the way of defining Industrial Design 

protection, but Paragraph 2 links Article 5 to the existing Hague Agreement. 

 

The Hague Agreement Concerning the International Registration of Industrial Designs is quite 

comprehensive in its coverage of International Industrial Design protections, so it makes sense 

for the RCEP to link to this existing framework. Designed to streamline the protection process, it 

allows individuals or entities to fill out one single application through WIPO, which would then 

grant them protection in multiple countries (whichever countries the applicant chooses). It 

actually provides for multiple ways to file for protections (e.g. an individual could file through 

the IP office of his or her “home” country) however most ID protections are file directly with 

the International Bureau of the WIPO. Note however, that RCEP article 5 does only ask 

participating nations to “endeavor to accede” to Hague treaty, but does not actually impose the 

same regulations or set up any kind of system of its own. Furthermore, The Hague treaty itself 

does not actually mandate any specifics of protection, but merely provides a system to 

coordinate application for, and registration of, protections across countries. Individual 

countries still have the right to refuse protection to a design, provided, under the 1999 version 
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of the treaty, that they do so within 12 months, and that that refusal is based on domestic law. 

The minimum period of protection under the Hague treaty is 5 years, with some possibility for 

extension based on both the Hague treaty and individual country policy.94 
 

ARTICLE 6: GENETIC RESOURCES, TRADITIONAL KNOWLEDGE, & 

FOLKLORE 

 

Genetic Resources (GR) are defined by the Convention of Biological Diversity (referenced in 

Article 6) as “any material of plant, animal, microbial or other origin containing functional units 

of heredity, of actual or potential value” — that is to say, anything alive which might be worth 

something. 95 

 

Traditional Knowledge (TK) is defined by WIPO as “knowledge, know-how, skills and practices 

that are developed, sustained and passed on from generation to generation within a 

community, often forming part of its cultural or spiritual identity.”96   

 

Folklore is defined by the UN as the totality of tradition-based creations of a cultural 

community, expressed by a group or individuals and recognized as reflecting the expectations 

of a community in so far as they reflect its cultural and social identity; its standards and values 

are transmitted orally, by imitation or by other means. Its forms are, among others, language, 

literature, music, dance, games, mythology, rituals, customs, handicrafts, architecture and 

other arts.97 

 

Article 6 does not lay out any provisions for the protection of GRTKF, but appears to allow 

individual nations to set their own measure for protection, also noting the importance of 

disclosing the use of GRTKF in IP applications. 

 

ARTICLE 7: ENFORCEMENT OF INTELLECTUAL PROPERTY RIGHTS 
 

This article (like several preceding ones) draws upon the Agreement on Trade-Related Aspects 

of Intellectual Property Rights (TRIPS), an international legal agreement between the member 
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nations of the World Trade Organization (WTO). TRIPS is credited with introducing IP law into 

the international trading system. 

 

Articles 41 to 61 stipulate that the enforcement of IP rights across member nations be ‘fair and 

equitable.’98 Article 41 states “this Part does not create any obligation to put in place a judicial 

system for the enforcement of intellectual property rights distinct from that for the 

enforcement of law in general.” Thus, these articles are simply a reiteration of broad principles 

to guide resolution of disputes pertaining to IP rights. Section 2, Civil and Administrative 

Procedures and Remedies, goes on to lay out a general legal framework within which countries 

can seek remedies to supposed infringement of IP rights. Section 4 outlines special border 

measures and gives countries the authority to suspend the import of goods through customs 

should they suspect a violation of IP rights. The article also stipulates that the applicant must 

provide a security assistance to protect the defendant and prevent abuse. If no action is taken 

within 10 days of receipt of application, the goods must be released into free circulation. The 

agreement also allows for the application of criminal procedures in case of commercial scale 

trademark counterfeiting or piracy. 

 

Thus, RCEP stipulates the enforcement of very stringent IP laws. TPP also, included elevated IP 

protection standards and was criticized by several countries for the same. As discussed below, 

overly strict IP laws could have drastic ramifications for the trade and economies of countries 

like India and China, as well as smaller ASEAN nations. Japan and South Korea are the two main 

nations pushing for stronger IP provisions, since they have much to gain due to their strongly 

innovative technological industries. 

 

ARTICLE 8: COOPERATION & CONSULTATION  

 

While Article 7 outlines legal frameworks for the imposition of IP laws, Article 8 encourages 

cooperation between countries on exchange of information, border measures etc. This article is 

in spirit with RCEP’s goals of encouraging free trade and cooperation between countries. It 

provides developing countries with the cooperative support structures to develop their 

mechanisms for IP law enforcement. Furthermore, the article mandates extensive exchange of 

information between countries, which may be difficult to enforce, due to nations’ competing 

interests. This raises the question of RCEP requiring countries to adopt IP provisions over and 

above what is mandated in the TRIPS agreement, and the implications this will have for matters 

such generic medication and technology related patents. 
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Townsend and Gleeson raise important apprehensions in a December 2016 article analyzing 

RCEP’s potential impact on access to medication.99  By limiting the grounds to refuse a patent 

(also refer to Article 4), RCEP may increase the possibility of “evergreening”, a practice among 

pharmaceutical companies that enables them to extend their IP rights by obtaining patents on 

minor variations of drugs. This will bear large ramification for countries like India and 

Philippines, where a substantial part of the pharmaceutical sector is based on generic 

manufacturing. Both these countries “exclude from patentable subject matter new uses of 

known substances and new forms of known substances that do not demonstrate enhanced 

efficacy”100 

 

ARTICLE 9-10: TRANSPARENCY & SPECIAL TREATMENT 

 

Articles 9 and 10 build upon the philosophy of maximizing accessibility and transparency to 

prevent misuse of legal mechanisms.  

 

The TRIPS agreement gave Least developed countries (LDC’s) flexibility in implementing the 

legal mechanisms relating to IP rights and special provisions in Article 10 continue in the same 

vein. 

INVESTMENT PROVISIONS 
 

The report will now examine the investment provisions included in RCEP. The full text of these 

provisions can be accessed here: http://www.bilaterals.org/?rcep-draft-investment-text-india 

 

CHINA-SPECIFIC PROVISIONS: 

 
China’s investment proposals place a lot more emphasis on the importance of non-

discrimination. The main argument within the proposal was that there should be “no 

preference over your own country” with regards to investments and covered investments. 

Covered investment is the “act of completing an offsetting transaction so as to eliminate a 

liability or obligation.”101 Offsetting transactions are used when one is unable to retract a 

previous investment, so a new investment is made to offset the losses.102 Furthermore, China 
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proposes to include measures that would keep Members from creating “performance 

requirements” upon foreign investors in order to “export a given level or percentage of goods 

or services.”  

 

However, China does provide exceptions to non-discrimination by stating that such articles 

cannot apply if there are already “existing non-conforming measures” in place. Furthermore, 

China excludes cultural industries from being required to be non-discriminatory.103 By allowing 

a country to show preference over their own cultural industry would detract from watering 

down one’s own culture.  

 

China also touches on the issue of expropriation, which “prohibits a member country from 

directly or indirectly nationalizing or expropriating an investment of an investor of another 

member country.”104 There are however, many exceptions to the ban on expropriation, such as 

whether expropriation is being used for public use.105 It also provides timelines in which 

“investor-state” disputes must be settled in order to receive compensation. Because RCEP will 

open the economies of many countries, it is important to have equal laws and legal timelines 

with which to deal with disputes. 

 

INDIA-SPECIFIC PROVISIONS: 

 

The investment sections are divided into various subsections. The section on entitled National 

Treatment guaranteed equal treatment to all investors of other parties “in like circumstances” 

(the sector, location, and intent). For the most favored nation treatment section India has no 

proposal, but cites the provisions from IN text article treatment. On the treatment and 

minimum standard of investment the text states that operations must abide by international 

law in relations with other covered investors by ensuring protection, security, and equity. 

 

The text states that there are no expectations for better treatment than the bare minimum 

(with a question mark). The text states no provisions for the prohibition of performance 

requirements, senior management and board of directors, reservations/nonconforming 

measures, but states that national treatment doesn’t override any pre-existing rules of 

international law. 
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Under transfers and annex of transfers it states that each party must freely allow investors to 

transfer on a non- discriminatory basis with freely usable currency and can also restrict 

transfers from payments or threats. For special formalities and disclosure of information there 

should be no prevention of parties prescribing special formalities and the parties can require 

investors to disclose information, but must protect the confidential information that is given to 

it  

 

For compensation from conflict the text states that restitution and compensation shall be no 

less favorable than that given to the party’s own investors. Expropriation is forbidden and 

nationalization of covered investments, but there are a few outlines for exceptions. 

Compensation should be equal to fair market value and expropriation can be direct or indirect.  

 

INDONESIA-SPECIFIC PROVISIONS: 

 

Indonesia focused its investment proposal on the importance of prudential measures, which 

are measures set in place to regulate the economic environment. They argue that prudential 

measures must be included in RCEP’s investment policies in order to create a “modern, 

comprehensive, high quality, and mutually beneficial economic partnership.”  

 

While monetary policy “ensures price stability for goods and services in supporting real market 

sector,” prudential measures are needed to “tame the financial sector in asset market showing 

signs of exuberance or where financial imbalances could be forming.”106 In other words, 

prudential measures help reduce sudden economic recessions that could result from an over-

flourishing economy. The ultimate goal of prudential measures is to bring financial stability, 

which can best be defined as “stability towards economic shock.”107 

 

In order to ensure financial stability, there are four “factors” that must be addressed in RCEP’s 

prudential measures: “stable macroeconomic situation, well managed financial institution, 

effective supervision of financial institution, and safe, sound, and effective payment system.”108 

While these factors are predicted to reduce sudden economic booms, they will still benefit the 

economy by creating an economic climate that is more conducive for investors to put their 

money into financial institutions and the creation of trusts.109 In addition to these four factors, 

Indonesia also supports the inclusion of expropriation policies, which would allow the 
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government to take property from private holders for public use.110 The inclusion of such a 

policy would therefore allow the government to forcefully reduce the risk of monopolies.  

 

Furthermore, Indonesia argues that prudential measures will not only benefit investments but 

services as well. They reference the GATS Annex on Financial Services as a suitable measure to 

follow. The General Agreement on Trade in Services (GATS) was created by the WTO111 which 

“gives the financial services including banking authority to apply prudential measures for the 

protection of investors, depositors, policy holders or persons to whom a fiduciary duty is owed 

by a financial service supplier, or to ensure the integrity or stability of the financial system.”112   

 

SOUTH KOREA-SPECIFIC PROVISIONS: 

 

Korea’s text has many section similar to India’s with a large new portion as well. 

The national treatment section is similar to India’s, ensuring no less favorable treatment to 

foreign party investors. Provisions for treatment and minimum standard are the same, ensuring 

they comply with international law (legal and administrative justice), and also doesn’t require 

anything more. It states a prohibition of performance requirements (can’t put a requirement 

into effect to manipulate outcomes of investment and alter the supply). 

 

The text states that in operations regarding the senior management and board of directors, a 

party cannot require appointments based on specific nationalities, but they can require a board 

to have a majority of a certain nationality or be a resident in the Party’s territory. 

Like India, transfers should be free transfers without delay (payments, profits), and with usable 

currency. The text states that they must be in good-faith application and allow safeguards.  

Subjugation should be authorized and recognized and like India, expropriation or 

nationalization are forbidden. 

 

The investment text for Korea lays out detailed provisions for when there is a dispute among 

states. First, it states that if this arises it should be responded to with consultation, negotiation, 

and the potential intervention of a third party. If this fails, there should be a  

submission of a claim to arbitration. They must notify respondent who must consent. There will 

be set time limits. In the proceedings there will be three arbitrators, one from each member 

state and a third member. The text lays out regulations for the transparency of proceedings. 

They should be open to the public except for confidential information. 
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ANALYSIS OF OVERALL PROVISIONS 
  

ISDS 

In the TPP and RCEP, clauses calling for the formation of investor-state dispute settlement 

(ISDS) courts have been met with fervent resentment from members of the public. Detractors 

of these clauses consider ISDS courts a threat to sovereignty and an empowerment of large, 

multinational corporations.1 By by yielding authority to a supranational entity, a state does 

necessarily reduce its sovereign authority. Despite this, ISDS courts are power signaling 

mechanisms which can increase investor confidence and can, in some cases, drive foreign direct 

investment (FDI). 

 

When attracting FDI, states can negotiate incentives, such tax breaks and subsidies, with 

corporations. Though enticing, these incentives do not protect the interests of corporations 

after the negotiation has been finalized. Upon finalization, the concessions made by the 

government become sunk costs and it becomes in the interest of the state to exploit the 

corporation. This dynamic inconsistency can increase investor uncertainty and can be partly 

mitigated with a supranational ISDS court. 

 

Relation between investor protections and FDI 

Though improved investor protections create healthier investment environments, the improved 

protections do not necessarily increase FDI. Numerous studies have considered the relationship 

between the ratification of bilateral investment treaties (BITs) and changes in FDI. Mary 

Hallward-Driemeier of The World Bank Development Research Group found that developing 

states with rigorous IP protections and strong “domestic institutions” serve to benefit from 

BITs. Especially underdeveloped states without this structure, however, do not see considerable 

increases in FDI with the introduction of BITs. Investor protection reform should be preceded 

by domestic development. Thus, some RCEP countries may not reap the full benefits of 

improved investor protections. 

 

Compulsory Licenses 

The leaked chapter on investment discusses compulsory licensing. Compulsory licensing occurs 

when a government, without the consent of the patent or copyright owner, permits the generic 

production of a patented or copyrighted good. Compulsory licensing is currently permitted 

under the TRIPS Agreement. The agreement requires adequate compensation and the 

opportunity for an appeal, but these requirements are hardly rigorous. The compensation is 

determined and the appeal court controlled by the government establishing the compulsory 

license. 



 

The most respected use of compulsory licenses is for the purpose of making available life-saving 

drugs. In 2012, for example, India issued a compulsory license for Sorafenib tosylate, a drug 

which treats kidney, liver, and thyroid cancer. Though potentially preventing the immediate 

loss of life, compulsory licenses are not without long-term drawbacks. 

 

Compulsory licenses, in diminishing the protections of patents, increase risk for innovators and 

can decrease investment in research and development. In some cases, compulsory licensing 

may not be greatly influential in a company’s research decisions. Drugs for diseases afflicting 

both developed and developing countries, for example, can be profitable, even if there are 

compulsory licenses in some countries. If compulsory licenses are granted in developing states 

but exclusive production rights maintained in developed states, pharmaceutical companies 

could be assured to profit from the R&D efforts. There are deadly diseases, however, which 

only affect the developing world. If pharmaceutical companies anticipate their exclusive 

production protections to be dissolved by a compulsory license in developing states, the 

incentive for R&D investment would be effectively eliminated and a treatment for the disease 

may never be found. 

 

 

 

 

 

 

 

 

  



SERVICES PROVISIONS  
 

The report will now examine the services provisions included in RCEP. The full text of these 

provisions can be accessed here: http://www.bilaterals.org/?rcep-services-chapter-summary-of 

 

SUMMARY OF PROVISIONS 
 

The draft chapter on trade in services seeks to reduce barriers in services trade between 

member countries. It achieves this through multilayered agreements, encompassing the 

removal of any barriers to transfers and payments and the free use of foreign exchange. It also 

creates exceptions for criminal use of funds, bankruptcy and dealing in financial instruments 

such as futures, securities and derivatives113.  

 

Interestingly, the chapter also allows member states to adopt some restrictions in view of 

“serious balance of payments and external financial difficulties or threat thereof.” However, 

any such restrictions must prescribe to IMF guidelines and give at least neutral, if not 

preferential, treatment to RCEP member states. Furthermore, each nation is required to 

provide a “Schedule of Specific Commitments.” These outline the terms of market access as 

well as list industries for future liberalization114. Here too, we note the driving force of the 

ASEAN states’ involvement in the formulation of RCEP - they are not required to similarly 

outline sectors slated for liberalization in the future. However, they may choose to do so 

voluntarily.  

 

The chapter in trade in services also outlines several elements to further the aim of 

liberalization including:  

1. Ratchet - freezes current rules or concessions applied in a given sector 

permanently. A future government will be unable to adopt more restrictive 

regulations even if the previous government was reckless or ill-advised in its 

actions. 

2. Most Favored Nation (MFN) Forward - In the future, if a nation was to provide 

greater concessions or market access to another country, it is obligated to 

extend those concessions to all other RCEP nations as well. This would 

complicate future trade negotiations for nations as they would have to factor in 

the fact that providing concessions to a given nation would entail extending 

them to all RCEP member states. 
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3. Transparency lists - Also known as negative lists, they obligate governments to 

list rules, regulations, practices and policies that do not abide by RCEP’s market 

access rules. 

 

At first glance, the leaked draft does not seek to distinguish between different kinds of services 

and simply treats them as products to be exchanged for monetary gain. This sweeping 

generalization ignores the social, developmental and environmental aspects of some services. 

For Least Developed Countries (LDC’s) formulating policy to encourage the spread of beneficial 

services is a vital tool for development. The current draft makes no attempt to balance 

development and commercial outcomes of trade in services. Thus, it will be interesting to 

observe how future negotiations pan out to accommodate the differences in nation’s stances 

on this issue, especially as the RCEP negotiating table brings together countries encompassing a 

wide range of socio-economic classes.  

 

As many large economies, especially China, continue their journey to becoming more service 

oriented, global circumstances will change and new technologies will alter the dynamics that 

future negotiations will take place under. The leaked drafts also point to an assumption of 

technological neutrality - i.e. all concessionary commitments apply regardless of the technology 

used to deliver them. Problems of foresight plague any such principle. As technology and the 

services delivered through it undergo sea changes over time, this principle stipulates a static 

regulatory framework to govern future market interactions.  

 

The single-tiered tariff schedule is also a fundamental component of this RCEP draft. In early 

rounds of negotiations, India had proposed a three-tiered tariff system based on its current 

FTAs with other nations, and with the implicit aim to deny China preferential access to its 

markets. As such it proposed 80% tariff cuts to the 10 ASEAN countries, 65% to South Korea and 

Japan and 42.5% tariff liberalization to China, Australia and New Zealand with which it does not 

have FTAs115. However, India ultimately conceded to larger calls for a single-tier system. 

 

The Chapter on Trade in Services derives much of its content from the World Trade 

Organization (WTO)’s General Agreement on Trade in Services (GATS). While these provisions 

do liberalize the services sector in the participating nations, it imposes many regulatory 

restrictions on governments, which may prevent some LDCs from being able to shape the 

service sector catered to local needs.116 For example, the “Market Access” provision restricts 

nations from adopting measures on basis of regional or entire territory to allow foreign firms to 
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operate freely. “Domestic Regulation”117 lays out how RCEP participants will jointly survey 

member nations to ensure that domestic regulation does not “constitute unnecessary barriers 

to trade in services,” referring to GATS Article VI:4 for future amendments of the article. The 

August 2015 Consolidated Text shows how this part of the Chapter was mainly proposed by the 

ASEAN Foreign Partners (AFPs), except for the restrictive clause on how the provisions of the 

article cannot be used to obligate procedures that are inconsistent with domestic constitutional 

structure. It can be analyzed that while ASEAN is hesitant towards restriction on domestic 

regulation, AFPs have been pushing this agenda successfully thus far. This trend can also be 

observed in the “General Exceptions” and “Security Exceptions” clauses, which were solely 

contributed by ASEAN. These provisions generally outline specific circumstances when the 

chapter cannot be used, for example, when it prevents enforcements “necessary to protect 

public morals or to maintain public order (General Exceptions),” or when it requires the 

disclosure of information contrary to security interests of nations. 

 

The “Special and Differential Treatment and Increasing Participation for Least Developed ASEAN 

Member States” is very unique to RCEP, being a trade partnership with 16 nations with 

diverging levels of economic development. It proposes to be flexible for LDCs, for example, 

allowing them to open less sectors and liberalizing fewer types of transactions. In accordance 

with individual stages of development, commitments will be renegotiated and amended. It is 

important to note that Japan and South Korea has not contributed to this part of the chapter, 

while other nations have. ASEAN and India proposed the specific measures with endorsement 

from China, and Australia and New Zealand contributed a clause recognizing the importance of 

increasing the participation of LDC ASEAN nations. 

 

“Scope” of the Chapter on Trade in Services lays out the general guidelines and definitions of 

Trade in Services. It excludes the services and measures involving government, for example, 

services that are not supplied on a commercial basis and are not in competition with other 

service providers.118 It is interesting to note that the clause to exclude Air Transport Services 

has not yet reached a consensus (as of August 2015,) among the party members, with ASEAN 

still in discussion while other +6 nations are more or less supporting exclusion. This situation, in 

which ASEAN and the the AFPs disagree is a common occurrence. RCEP negotiations start with 

the ASEAN and the AFPs separately meeting to determine their stance on an issue, then all 16 

parties discuss together.119 
  

ANALYSIS OF OVERALL PROVISIONS 
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In general, it seems that negotiations around services have been very slow, with India taking a 

particularly obstructive stance, but the slow-progress due in large part also to diversity in 

regulations between ASEAN member states existing agreements with each other.120 While 

some countries and scholars seem to be supportive of RCEP in that it generally aims to liberalize 

trade in both goods and services, there are many specific critiques of the current proposals on 

services.121 

  

Restrictions on Sovereignty 

One major complaint is that some of the “market access” rules imposed by RCEP, designed to 

maintain free and open markets, and prevent restrictions on the trade and flow of services, go 

too far, and hamstring a country's ability to impose logical regulations on market activity, such 

as restrictions on the number of certain kinds of business or bans on certain kinds of 

advertising—to give two examples of common regulations that can be found in the US and 

elsewhere. RCEP also has a “national treatment” clause which in effect is a ban on 

protectionism, requiring near-equal treatment of local and foreign firms. Though there is 

obvious benefit to this in terms of trade liberalization, one argument is that some countries, 

especially LDCs, could stand to benefit from some forms of prioritization of local business, and 

would be prevented from doing this by RCEP. In general, RCEP’s provisions would prevent 

countries from making decisions they might deem to be in their own best interest in order to 

preserve the interests of international firms and the RCEP community as a whole. This can be 

framed as a restriction on sovereignty, but this is also obviously the point of liberalizing trade 

policy. 

 

This critique is perhaps strongest in noting the fact that any regulation deemed “unreasonable” 

can be easily challenged by another nation party to RCEP, potentially leading to quite a bit of 

cross-border meddling with regulation in fights over individual parties’ economic interests.122 

  

Imbalanced distribution of benefits and costs 

The second main critique of RCEP’s services provisions is that while they may benefit all 

countries, the greater economic burden of the provisions falls on the LDCs and developing 

countries, while the developed countries do not suffer much at all. The reasoning behind this 

thinking follows logic similar to the critique on restrictions of sovereignty—namely that LDCs 
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and developing countries need to have substantial flexibility in terms of what restrictions they 

can and can’t impose, and this agreement would take away that flexibility. 123 

  

CRITIQUES OF SPECIFIC PROVISIONS: 

Standstill provision – requires that a country can only ever impose increasingly liberal 

restrictions, and can never impose more stringent regulations once a less stringent regulation is 

in place. The critique here is that this provision prevents a country from adapting to changing 

circumstances.124 

Ratchet provision – essentially the same idea as standstill, though with slightly more teeth. 

Critique is the same.125 

MFN-Forward – (see other document for description) MFN-forward could potentially 

complicate countries’ future negotiations with each other due to requirements to follow a 

complex set of rules regarding acceptable treatment of different nations as laid out under the 

MFN-Forward provision.126 

Transparency Lists – it seems the main critique is that such lists are a relatively ineffective tool, 

and in particular can prove to be confusing and inaccurate.127 

Technological Neutrality –  the somewhat obvious critique here is that it is almost impossible 

to forecast what technological advances will look like in the future, and to impose any 

regulation claiming that technology need not be taken into account is naïve, as new 

technologies could prove to be so revolutionary that if only possessed by some and not other 

countries they would lead to an absurd imbalance in trading power (e.g. if only some countries 

had access to the World Wide Web while others did not).128 

  

 

PROJECTIONS FOR DEVELOPED ECONOMIES 

 

The report will now project RCEP’s potential economic effects on developed and large 

economies.  

 

AUSTRALIA 

 
GDP: $1340bil 
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GDP per capita: $54,700 

Balance of Trade: $3570mil (AUD) 

Capital Flows: $3220mil (AUD) 

Exports: $32400mil (AUD) 

Imports: $28830mil (AUD) 

Foreign Direct Investment: $29640mil (AUD)129 

 

Overall Benefits of RCEP for Australia 

According to the Australian Department of Foreign Affairs and Trade, “The RCEP has the 

potential to deliver significant opportunities for Australian businesses.” As they go on to point out, 

the RCEP group contains half the world’s population and accounts for almost a third of its GDP. 

More specifically to Australia, the RCEP group contains 9 out of Australia’s top 13 trading partners, 

and in total provides “60 per cent of Australia’s two-way trade, and 70 per cent of Australia’s goods 

and services exports.” RCEP should open up even more trade in the region for Australia (and others) 

and help mitigate the so called “noodle bowl” effect of a complicated network of bilateral and 

multilateral FTAs. 130 

 

Current Barriers and Potential Benefits in Trade in Goods: 

 Currently Australia faces barriers to trade in some future RCEP partners including high tariffs 

which “effectively lock Australian exports” out of some markets such as the automotive, steel, 

chemical and plastics sectors. Australia also faces barriers due to slow licensing, inconsistent 

customs administration, import quotas, and pre-export quarantine periods.131 The RCEP will help 

Australia achieve more consistent free trade policy, and increase the efficiency of regional supply 

chains.132 

 

Current Barriers and Potential Benefits in Trade in Services: 

 Restrictions on certain types of commercial activity in some countries currently discourage 

Australian investors and prevent easy trade of services. Licensing and residency requirements 

restrict the ability of Australian firms and individuals to move with any ease between countries. 

Business size limitations and opaque government regulation and decision-making policies further 

hamstring trade in services.133 
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 Australia hopes the RCEP can open doors for Australia as a major provider of quality 

education for the region. There is of course also hope for additional business opportunities of 

Australian firms in the Asia-pacific region. 134 

 

Current Barriers and Potential Benefits in Trade in Investments: 

 Many RCEP countries also have high barriers to investment due to slow and opaque 

regulations.135  

Australia hopes RCEP will open the door for significant increases in investment. This is one 

of the main areas of interest in the RCEP for Australia. Even with the current state of affairs many of 

the other RCEP countries are huge targets of foreign investment for Australia and make large 

investments themselves in Australia. “ RCEP countries account for 15.2 per cent of total foreign 

investment in Australia, valued at $422.7 billion in 2014, and 17.5 per cent of total Australian 

investment abroad, valued at $335 billion in 2014.” Australia hopes to expand both sides of 

investment dramatically through RCEP.136 

 

RCEP overall has the potential to boost Australian GDP through increased trade and increased 

opportunities for domestic firms to set up supply-lines abroad. Overall, Australia will likely 

increase its exports more than its imports based on its current positioning. FDI should certainly 

increase quite a bit, and indeed that is one of the main benefits of RCEP Australia is looking for. 

 

CHINA 
 

GDP: 11007.72 Billion USD 

GDP Per Capita: 6497.50 USD 

Balance of Trade: 23.9 Billion USD 

Capital Flows: -402 USD HML 

Exports: 180.6 billion USD 

Imports: 1566.84 USD HML 

FDI: 329.10 USD HML 

 

While ASEAN claims to have created RCEP, there are many speculations towards China’s 

influence in the creation of RCEP. The opening of trade between the ASEAN countries will 

certainly benefit China’s economy. Currently, ASEAN is China’s fourth biggest trading partner 

at” $380 billion in 2014.”137 Meanwhile, “ASEAN overall trade ‘only’ doubled, with China’s share 
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rising to 15 per cent of the total.”138 Already, it is clear that China benefits tremendously from 

trading with ASEAN. With an overall decrease in tariff rates not only with ASEAN countries but 

also Australia, New Zealand and India, will bolster China’s trade rates. 

 

Furthermore, China’s eagerness and support for ASEAN initiatives further emphasizes ASEAN’s 

impact on the Chinese economy. An article from the Diplomat states that, “It is foreseen that 

China will invest more in ASEAN, particularly in infrastructure construction, when implementing 

the Belt and Road Initiative.”139 The Belt and Road initiative will further enlarge existing trade 

routes as it is predicted to “cover more than 60 countries and regions from Asia to Europe via 

Southeast Asia, South Asia, Central Asia, West Asia and the Middle East, currently accounting 

for some 30 per cent of global GDP and more than 35 per cent of the world's merchandise 

trade.”140 

 

China’s emphasis on trade is largely due to the vast economic gains it received from exports in 

recent years. Shortly after opening up to international trade, “China’s economy grew at an 

average rate of 10 percent per annum… 45% of growth came from exports.”141 Currently, China 

is now the “second largest trading nation.”142 The fact that China’s economy is largely reliant on 

its trade rates suggest that the effects of RCEP’s open trade policy will be huge. However, 

China’s gradual decrease in exports may also reflect the country’s attempts to avoid relying on 

trade as a source of revenue. Statistics show that “exports from China unexpectedly declined by 

1.3 percent year-on-year to USD 120.08 billion in February of 2016.”143 

 

Furthermore, it is important to note China’s potential economic influence in Asia through RCEP. 

Without America spearheading trade policies through the TPP, China - as the largest economy 

in Asia - will certainly become a “leader trying to provide forces of economic integration in this 

region.”144 Not only will RCEP significantly help China’s own economy, but China’s role as a 

leader in Asia’s economy will provide it with the opportunity to enhance the economy of the 

region as a whole.  

  

Made in China 2025 
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In 2015, China introduced the “Made in China 2025” initiative. The initiative emerged from 

nearly three years of work by domestic experts and identifies developmental objectives for the 

world’s second fastest growing major economy. The objectives, which are wide-reaching and 

varied, place a focus on improving China’s ecological footprint, increasing domestic production, 

and inviting further foreign direct investment (FDI). The plan is slated to decrease China’s 

dependence on ASEAN states for intermediate goods, but should sustain China’s power as the 

world’s largest exporter. 

 

China’s Import Economy 

Though China’s export economy is nearly twice as large as its import economy,145 the country 

still depends critically on importation to fuel its economy. A significant portion of China’s 

exportation depends on the importation of electronic components. In 2015, China imported 

more in integrated circuits (ICs), semiconductors, and computers than in crude oil. Primarily 

importing from the US, China also acquires many electronic components from Japan and South 

Korea, with over 80% of its semiconductors being imported.146  Since the 1970s, the Chinese 

government has sought to develop a stronger semiconductor industry and to outgrow its 

technological dependence on oftentimes more developed states. The efforts have only as of 

recent become seriously funded, with the government establishing a plan in 2014 to direct 100-

150 billion USD in the semiconductor industry. 

 

China’s internal efforts to develop technological industries aligns with the objectives Made in 

China 2025 initiative and suggest that China is not interested in RCEP for the core purpose of 

decreasing the cost of imported factors of production. 

 

Foreign Direct Investment (FDI) 

In 2013, investment from China comprised only 2.3% of the FDI to ASEAN countries.147  In the 

same year, ___, a higher but nonetheless not significant figure.148  Per Made in China 2025, 

China would like to increase the gross amount of FDI it receives, which could result in utilization 

of the investment liberalization brought by RCEP. Overall, however, the relationship between 

China and ASEAN on investment is not strong and thus likely not a driver of China’s interest or a 

major factor in China’s future economic development. 

 

Tariff Reduction 
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In 2002, China and ASEAN signed an agreement to establish the ASEAN–China Free Trade Area 

(ACFTA) by 2010.  In January of 2010, the free trade area was formally established and tariff 

reductions implemented between China and the six original ASEAN states, Brunei, Indonesia, 

Malaysia, the Philippines, Singapore and Thailand.  Tariffs between China and these six states 

were set to zero for 7,881 product groups, or 90% of product groups.149  Given the currently 

low tariff rates, the tariff reduction measures in RCEP should not significantly impact trade 

between China and these states, though the measures would likely affect trade between China 

and the other nine states party to RCEP. 

 

South China Sea 

Conflicting territorial claims in the South China Sea have aroused tensions between China and 

several ASEAN members, namely the Philippines and Vietnam. Tensions flared in 2016, with the 

issue gaining increasing international attention. In July of 2016, a tribunal formed per the 

United Nations Convention on the Law of the Sea (UNCLOS) ruled in favor of the Philippines in a 

dispute filed by the Philippines in 2013. China promptly rejected the ruling, with Xinhau, the 

government’s official press agency, claiming the ruling to be “ill-founded.”150  The Trump 

administration is likely to further aggravate tensions regarding the issue in the future.151 

 

Some experts believe that the increasing dependency of ASEAN states on China, which is likely 

to be furthered by the trade liberalization measures of RCEP, will augment China’s sway in the 

region and lead to increased political pressure in South China Sea disputes.152  Malaysia, for 

example, asserts territorial conflicts with China but, at present, depend on China for the 

plurality, 15.56%, of its exports.153  This figure is only likely to rise with the reduction of trade 

friction between the states. Formally, the use of tactics other than peaceful negotiation is not 

permitted, per a 2002 agreement between ASEAN and China concerning conduct relating to the 

South China Sea.154  Dong Manyuan, Vice President of the China Institute of International 

Studies, a subsidiary of China’s Ministry of Foreign Affairs, stated in 2012, “The deeds of [RCEP] 

countries…will surely affect deeper cooperation between the members [of RCEP].”155 

 

INDIA 
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GDP: 2.264 trillion USD 

GDP per capita: 1,709.39 USD 

Balance of Trade: -13.25 billion USD 

Capital Flows: -271.47 million USD 

Exports: 59.01 million USD 

Imports: 117.4 million USD 

Foreign Direct Investment: -60.00 million USD156 

 

In November 2014, six months after the election of incumbent Prime Minister Narendra Modi, 

India unveiled its “Act East Policy” at the ASEAN summit in Myanmar157. At the summit, Modi 

highlighted his administration’s aims to economically engage with its allies in Southeast Asia 

specifically and in East Asia overall.  As of 2011-12, bilateral trade between India & ASEAN stood 

at US$79.86 billion surpassing the US$70 billion target adopted in the ASEAN-India Free Trade 

Agreement of 2003158. Over the last few years, under Modi’s Bharatiya Janata Party (BJP) 

administration India has adopted a more liberal stance towards trade, moving away from the 

moderately protectionist policies pursued by the preceding Indian National Congress led 

coalition government.  

RCEP is a step in this direction as India undergoes an economic transformation, diversifying its 

international trade from the outsourcing focused services industries that flourished in the 

2000s. Furthermore, India’s trade share with RCEP member states as a percentage of its total 

trade has increased over the past decade and half. This makes an expansive and broadly 

negotiated trade treaty like RCEP seem like a logical next step.159 RCEP will complement the 

existing ASEAN-India Free Trade Agreements while providing added benefits and access to 

markets.  

If the RCEP is negotiated as a single, comprehensive trade treaty will reduce trade costs and the 

possibility of the “noodle bowl effect” where in overlapping FTAs lead to greater hurdles and 

actually prove to be a detriment to open trade. However, as of July 2016, RCEP provisions will 

be available to member states in addition to all existing FTAs, not resolving the issue of counter-

productive competing trade treaties.160 

However, India currently faces over 53 billion USD of trade deficits with its largest trading 

partner, China. Accepting and fully implementing RCEP will give China greater access to Indian 
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markets, possibly worsening this deficit161. This was a prime motivating factor behind India’s 

push for multi-tiered tariff concessions as against the single tier of tariffs advocated (and finally 

adopted) by the RCEP member states. RCEP is also an important opportunity for India to 

become closer to non-ASEAN RCEP member states. 162 

India possesses a large, skilled, English speaking workforce giving it a significant competitive 

advantage in Information Technology services. India possesses a surplus of 73 billion USD in 

services trade163. RCEP will give Indian companies access to new, previously untapped markets. 

This is especially important in a time when countries which were previously India’s biggest 

trading partners in communications services are experiencing severe movements against 

outsourcing. 

The two largest traded goods by India are mineral fuels (valued at 181 billion USD of trade) and 

gold (valued at 58 billion USD). India imports most of its oil and LNG from OPEC states 

(especially Qatar and Saudi Arabia) and it is unclear how the implementation of RCEP will 

change this trading relation. Provisions such as ratchet and Most Favored Nation forward may 

adversely affect energy focused agreements for India, especially as the current government has 

revitalized a push towards development in the manufacturing sector of the economy. 

Lastly, India has a flourishing pharmaceutical industry based in a large part on generic 

manufacturing. Indian generic drugs account for over 25 billion USD in exports164. The 

intellectual property rights provisions in Article 7 of the draft Patents section of RCEP may 

increase the possibility of “evergreening”, a practice among pharmaceutical companies that 

enables them to extend their IP rights by obtaining patents on minor variations of drugs165. This 

will bear large ramifications not only for the Indian, but also the global pharmaceuticals 

industry. 

GDP: 2095.40 Billion USD  

GDP per capita: 1750.60 Billion USD 

For the same reason as above, GDP per capita will be adversely affected. 

Balance of Trade: - 8.896 Billion USD  
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The deficit in balance of trade will further increase fuelled by increase in imports. 

Capital Flows: -19.06 Million USD 

Exports: 24.490 Billion USD 

Will increase as Indian services industries gain access to foreign markets but in a smaller 

magnitude relative to the increase in imports. 

Imports: 33.386 Billion USD 

Large increase as cheap Chinese manufactured goods will flood the market in the absence or 

drastic lowering of tariffs.  

Foreign Direct Investment: 3.35 Billion USD 

FDI should increase with further liberalization and IP protection provisions of the RCEP coming 

into place.  

JAPAN 
 

GDP: 4.939 trillion USD 

GDP per capita: 38,894 USD 

Balance of Trade: 418.77 JPY Billion 

Capital Flows: 13292 JPY HML 

Exports: 6494.89 JPY Billion 

Imports: 6076.12 JPY Billion 

Foreign Direct Investment: 14,614 JPY Hundreds Million166 

 

Japan has much interest in ASEAN nations in terms of foreign direct investment and trade. 

ASEAN is Japan’s third-most important outgoing-FDI partner following the United States and 

the European Union, and its second largest trading partner following China.167 Furthermore, 

foreign direct investment in ASEAN has proved to consistently generate higher rates of return 

than the U.S. or the E.U.168 However, Japan’s benefit from joining RCEP is not from new direct 

FDI advantages, for the agreement does not cover it.169 It can be inferred that Japan, through 

RCEP negotiations, aim to create stronger economic and political ties with ASEAN nations for 
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future regional cooperation. As Japan is still increasing its FDI in the emerging economies in 

ASEAN, RCEP will allow Japan to create an even closer economic relationship with these 

nations.  

 

Since the start of the RCEP negotiations in 2013, Japan has downplayed RCEP and prioritized 

the U.S.-led TPP instead. Its original intention for joining RCEP was to create an Asian 

multilateral trade framework that did not exclude superpowers China and India, two countries 

the TPP did not include. Japan has not been as aggressive in RCEP negotiations and have been 

lenient on flexible rules such as the provision for special and differential treatment, plus 

additional flexibility to the least-developed ASEAN Member States. However, with the demise 

of the TPP, Japan is set to increase its presence in the RCEP negotiations, pushing for a more 

“high quality” agreement with stricter rules.170 It can be inferred that Japan will aspire to shape 

RCEP into an agreement with many of the benefits the TPP was not able to create. This hope 

may be a lost cause, for recently, a chief negotiator of RCEP urged participating nations to not 

try to “TPP-enize” RCEP in response to the termination of TPP negotiations.171 

 

Even if new TPP-influenced measures are not adopted, RCEP is still beneficial to the Japanese 

economy. Since RCEP nations make up more of Japan’s total exports than TPP nations, RCEP is 

projected to bring two times more economic benefit than the TPP would have.172 It has been 

speculated that Prime Minister Shinzo Abe has been hesitant about the RCEP negotiations 

because he was reluctant to participate in an agreement where China was the leading 

negotiating power. 

 

SOUTH KOREA 
 

GDP: 1.411 trillion USD 

GDP per capita: 27,538.81 USD 

Balance of Trade: 10646 USD Million 

Capital Flows: -3385.80 USD Million 

Exports: 48,848 USD Million 

Imports: 38,202 USD Million 

Foreign Direct Investment: 5,745,000 USD Thousand173 
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In recent years, South Korea has aggressively pursued more FTAs with more countries than 

other Asian nations. Since 2003, South Korea has been increasing its presence in trade to 

become a center of the economy of Northeast Asia. South Korea’s most important and 

beneficial trading partner has been China. These two nations entered into a bilateral trade 

agreement in 2013.  It also has a strong dependency on Japanese imports. Although, Japan has 

always been competitive with Korea for its strong relationship with China. When Korea and 

China entered into their agreement, Japan felt pressure at the risk of falling behind the Korean 

economy. However, Japan is still a significant player because China and Korea have a strong 

reliance on it for technology trade.174 South Korea also boosted its position as a middle power 

with its establishment of an FTA with the United States.175 

 

There is significant emphasis on South Korea’s position as a middle player. It is considered as 

being “sandwiched” between Japan and China, which has been a strategic spot for it. South 

Korea’s spot as a middle country places a burden of maintaining peace and stability among 

trading states in this region. Korea’s reasoning for continuing to develop ties with China was for 

security and economic gain. 176 This position allows it the opportunity with RCEP to lead in the 

creation of better integration and cooperation. For the past decade, Korea has been increasing 

its role as an FTA hub, but this was complicated with negotiations of the TPP because its success 

would undermine the impact of Korea’s FTAs. But Korea remained hesitant in TPP 

negotiations.177  

 

Right now, ASEAN is Korea’s second largest trading partner. Over the past couple of years, 

South Korea’s trade dependence on the United States has gradually decreased. At the same 

time, their trade policies have been marked as continually moving towards liberalization 

policies and their aggressiveness in FTAs have shown their continued support for 

multilateralism. There is significant focus right now on the democratic procedures in South 

Korean trade. There have been calls for increased transparency and openness in trade.178  

 

While in the leaked text previously discussed there is an emphasis on free, fair, and transparent 

travel, there is suspicion that its actual practices will benefit it by favoring special investors, 

which is strictly and emphatically warned against in the leaked documents about investment. 
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The public opinion and the expectations of the trade deal call for more accountability in Korean 

trade deals and its operations in RCEP. 179 

 

Recently, tensions with China have escalated. Policy decisions on Korea’s part led China to 

impose sanctions on the nation, which is particularly devastating considering China is its largest 

trading partner. While China has this leverage, Korea also is a crucial trading partner to China, 

being its biggest provider of tourists. Right now, there is talk about bringing this conflict to the 

WTO to determine whether or not China can continue to sanction Korea.180 
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PROJECTIONS FOR DEVELOPING ECONOMIES 
 

The report will now project RCEP’s potential economic effects on developing economies. 

 

INDONESIA 
 

GDP: $860bil 

GDP per capita: $3830 

Balance of Trade: $1320mil 

Capital Flows: -  

Exports: $12570mil 

Imports: $11250mil 

Foreign Direct Investment: $101300bil (IDR)181 

 

Indonesia has conflicting goals regarding the future of its trade policy. On one hand, it is looking 

to increase international competitiveness, bolstering its domestic economy by dealing with 

internal obstacles like infrastructure issues, etc. This goal lends itself to more internally focused 

measures, and indeed encourages shying away from making progress on trade liberalization, 

but rather focusing first on domestic concerns. On the other hand, Indonesia is generally 

dissatisfied with its current trade deals (including with Japan and China) and it is also of course 

clear that opening up the economy could also help make it more competitive.182 

 

Both government spokespersons for Indonesia and various academics have identified that RCEP 

will bring it a mixed bag of benefits and challenges. Reducing tariffs for example faces strong 

domestic political opposition. There is also the issue of weak domestic infrastructure needing to 

be addressed. To some extent Indonesia needs to build up some sectors first, before it will reap 

the major benefits of an agreement like RCEP. However, Indonesia has also emphasized its 

desire to become more integrated into the international economy. RCEP would certainly bring 

this, as well as providing a path for significantly increased Foreign Direct Investment.183 

 

Furthermore, RCEP has the potential to greatly increase Indonesian access to international 

markets and give it a prominent place in regional low-cost supply chains. The group of potential 

RCEP-member states of course produce a good chunk of global GDP, and Indonesia, like any 
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nation, would benefit from increased access to a market of that size. However, Indonesia still 

remains very hung up on the issues of tariff reduction and service sector liberalization. It is 

fighting in particular against tariff reduction which is a particular point of contention in 

negotiations.184 

 

Indonesia certainly stands to benefit from increased trade liberalization, even if there are some 

domestic issues to attend to. They would do best to tackle both at once, as if done correctly the 

benefits of shoring up domestic infrastructure and increasing opportunities for international 

economic engagement will build on each other well. If, however, they continue to shy away 

from full commitment to RCEP they will likely lose out on an important opportunity to move 

their economy forward. 

 

Indonesia has the opportunity to potentially boost overall GDP through increased trade as a 

result of RCEP. There is the potential for a significant increase in imports if Indonesia does agree 

to reduce tariffs, which it will almost certainly have to continue to move forward in RCEP 

negotiations. FDI can be expected to increase as well, though due to existing domestic concerns 

such as poor infrastructure probably not as dramatically as it may in other countries. 

 

PHILIPPINES 

 
GDP: 292.4 Billion USD                   

GDP per capita: 2639 USD          

Balance of Trade: - 2.31 Billion USD         

Capital Flows: 8.8 Million USD                    

Exports: 5.13 Billion USD                     

Imports: 7.44 Billion USD           

Foreign Direct Investment: 2.63 Billion US185 

In the aftermath of President Trump’s election, Philippines began to withdraw its support from 

the TPP. President Rodrigo Duterte was quoted as praising Donald Trump for discontinuing with 

the TPP. According to Duterte, “[if we ratify the TPP]...the best example of its implication would 

be that we will lose access to generic medicines.”186 In a statement in December 2016, 
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Philippine Trade Secretary Ramon M. Lopez expressed the country’s decision to completely 

back the RCEP. 

In terms of merchandise exports, RCEP is bigger than TPP. China’s 2.3 trillion USD in exports in 

2014 exceed 2.07 trillion USD of US and Canada’s combined exports187. RCEP will thus be a 

lucrative deal for developing ASEAN nations, bringing in more investment from India and China 

while slashing tariffs and increasing market access across the region. RCEP will help deepen 

regional integration due to its Asian focus, while Philippines risked being marginalized as a small 

nation under the TPP188.  

Lastly, RCEP will be another fundamental step in Philippines’ path to repairing frayed ties with 

China while reducing excessive dependency on America. Former President Benigno Aquino of 

the Philippines took China to international court over maritime disputes in the South China Sea. 

Under the Enhanced Defence Cooperation Agreement, the Philippines granted the US military 

extended access to its bases in order to deter further Chinese adventurism in Manila-claimed 

waters189. Rising tensions in the South China Sea led to a virtual collapse in bilateral 

communication channels as well as a dramatic decrease in Chinese investments in the 

Philippines. However, President Duterte has adopted a drastically different approach, seeking 

to increase engagement with China, while distancing the Philippines from USA.  

The Philippines assumed ASEAN chairmanship in 2017 and is likely to push for the completion 

of the deal during its term. In negotiations, Philippines will be responsible of upholding the 

principle of ASEAN centrality that RCEP is founded upon. RCEP’s provisions for SME’s makes it 

especially lucrative for the Philippines, where mid-sized firms are largely missing from the 

production and supply chain.190 Philippines also stands to benefit from a windfall of Chinese 

and Indian investments. 9 out of 15 of Philippines’ largest current trading partners are RCEP 

nations. This trade will receive a further stimulus with the dismantling of trade barriers under 

RCEP. 

Total exports are expected to increase by 3.31% from the current baseline by 2023 while 

exports to RCEP nations will increase by 9.89%. Furthermore, there will be more growth in 

exports to +6 countries as compared to ASEAN nations. Exports to non-RCEP nations will fall by 

about 1%.  
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Cheap imports in textiles and rice are likely to increase, Again, most growth will be driven by 

trade with RCEP states. Coronaton predicts a US$2.4 billion increase in FDI in the Philippines in 

the scenario that RCEP is adopted, assuming a 90% reduction in applied tariffs across RCEP 

nations. This will almost double the current FDI in the Philippines.  

SINGAPORE 

 
GDP: 293 USD Billion 

GDP per capita: 51855 USD 

Balance of Trade: 7753 Million SGD 

Capital Flows: 22727 SGD Million 

Exports: 43286 Million SGD 

Imports: 35533 Million SGD 

Foreign Direct Investment: 24840 SGD Million 

 

Singapore is widely acknowledged as one of the best trade facilitating nations and proponents 

of free trade. Out of the countries that are participating in RCEP, Singapore has the greatest 

number of FTAs at 36. It is also a part of TPP negotiations. 191 Out of the RCEP nations, 

Singapore also has the highest tariff elimination rate at 100%.192 Trade demand makes up two 

thirds of the GDP of Singapore, so trade is the backbone of their economy. Because of this, 

maintaining strong trade relations is essential for the success and stability of their economy.  

 

Singapore is largely supportive of trade liberalization and has been encouraging other 

countries, like Vietnam, to continue in negotiations in RCEP even though some of these 

countries already are involved in the TPP.193  Prime Minister Lee Hsien Loong has addressed the 

slowing down of negotiations and have urged other countries to continue negotiations with 

urgency at the ASEAN summit in 2016.194 

 

Singapore’s support of free trade is the primary reason for their ardent support of RCEP. While 

they are already involved in many FTAs, RCEP will be helpful in facilitating trade and bettering 

market access. Singapore is optimistic that RCEP will broaden and strengthen existing trade 

deals. Another goal that they have for RCEP is the elimination of trade barriers and 
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discriminatory measures between trading countries. The goal is to create a “liberal, facilitative, 

and competitive investment environment.”195 The ultimate goal that is continually emphasized 

from Singapore is deep economic integration into a global economy. RCEP will not provide any 

additional trading partners for Singapore, but the goal for participation is to improve the nature 

of these trade agreements through facilitation and transparency measures and regulations. The 

country has expressed that successful RCEP negotiations will also help ASEAN as a whole in its 

effort to thoroughly integrate into the global economy. 

 

Singapore has expressed that it still hopes to continue its deal with the TPP and that it will be 

successful because it believes that the TPP and RCEP will together reinforce their goals of 

integration.196 Now, as there is significant uncertainty as to the future of the TPP under a 

President Trump, Singapore is looking to ensure successful negotiations and trade with the 

countries of RCEP. Over the past couple of years, their economy has experienced a downward 

trend and their GDP growth has shrunk. For this reason and because of the anxieties 

surrounding the TPP negotiations, Singapore is ardently looking to ensure RCEP is successful.197  

  

THAILAND 

 

GDP: 395.17 billion USD                    

GDP per capita: 5775.10 USD          

Balance of Trade: 1610.00 USD         

Capital Flows: 4.17 % of GDP (2010)                                                 

Exports: 18470.00 Million USD                    

Imports: 16860.00 Million USD         

Foreign Direct Investment: 4017.70 Million USD198 

Currently, Thailand’s GDP is 395.17 billion US dollars and its GDP per capita was $ 5775.10 in 

2015, which “is equivalent to 46 percent of the world’s average.199 Exports play a significant 

role in Thailand’s economy, “accounting for almost 70% of the country’s economic output. This 

compares to a world average of just 30%.” As of now, Thailand’s exports have “averaged 

9865.93 USD Million from 1991 until 2017.” For the past few years, export rates have actually 
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been declining at around 2.8%, but is predicted to rise by nearly 5 percent “due to increased oil 

and commodity prices.”200 Thailand’s Foreign Direct Investment, however, has grown by 

32691.62 THB million in January of 2017 and has averaged 20198.50 THB Million from 1997 to 

2017. 201 

Thailand’s major exporting countries are the US and China, which has garnered ($28.6B) and 

($28.5B) respectively. 202 Other top exporters include Hong Kong, Singapore and Malaysia. Most 

of Thailand’s exports included computers and computer-related parts as well as vehicles.  

Thailand’s involvement in RCEP should further enhance trade relations with China and open up 

other trade opportunities with other non-ASEAN countries. Although Thailand already has low 

trade barriers with China, its main exporter, due to various ASEAN +3 agreements, it is still very 

important for Thailand to sustain close relations with China through RCEP.  Chinese investment 

both internally and externally is arguably significant foreign component in the Thai economy as  

“44% of all businesses are owned by Chinese, having taken on Chinese names and the latter 

have integrated seamlessly into the Thai society.”203 Furthermore, much of Thailand’s 

infrastructure and resources have been largely been dominated by the Chinese businesses. The 

Chinese involvement in Thailand’s infrastructure is especially influential as the lack of strong 

infrastructure has been one of Thailand’s main obstacles to trade improvement.204 Thus, 

ensuring good relations with China through RCEP is imperative for the stability of Thailand’s 

economy. 

Thailand’s existing infrastructure and the inclusion of RCEP will also certainly increase trade 

flow with neighboring countries. Self-identified as a “major production base in mainland 

ASEAN, we have a competitive advantage especially in view of the land-transport connectivity 

such as the East-West Corridor linking Thailand with Cambodia and Vietnam on one side and 

with Myanmar on the other,” says Deputy Commerce Minister Apiradi Tantraporn.205There has 

been analysis on what “product-country-combinations” would benefit or harmed by RCEP’s 

new trade policies. Currently, it is stipulated that there are “183 product-combinations showing 
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possible trade creation through product differentiation and production network,” which is a 

positive prediction of the effects of RCEP on trade.206 Furthermore, RCEP's more lax approach 

to IP standards is also very beneficial to Thailand’s pharmaceutical industry as high IP standards 

set by the TPP was a contentious factor.207 

VIETNAM 

GDP: 193.60 Billion USD 

GDP per capita: 1684.87 USD 

Balance of Trade: -1100 Million USD 

Capital Flows: 3525 Million USD 

Exports: 16300 Million USD 

Imports: 17400 Million USD 

Foreign Direct Investment: 4017.70 Million USD208 

 

Vietnam has been pursuing a pro-active international economic integration policy since the 

1990s.209 Major trade agreements include the FTA with the EU in 1992, ASEAN Free Trade Area 

in 1995, Asia Pacific Economic Cooperation in 1998, and the World Trade Organization in 2007. 

At the end of 2015, Vietnam had 58 FTAs.210 

 

Having previously been a member of the TPP negotiations, Vietnam did not have RCEP as its 

first priority. However, now that the TPP is no longer a possible solution, Vietnam may increase 

its involvement in RCEP. The loose RCEP regulations on transparency and IP protection is 

disadvantageous for Vietnam, for it was planning to use the more stringent regulations on 

these issues in the TPP to foster economic reform.211 TPP’s requirements such as “the equal 

treatment of private and state enterprises as well as enforceable investor protection rules”212 

would have increased investment to Vietnam. It would be in Vietnam’s interest to adopt more 

stringent rules in RCEP, to enhance its trade liberalization initiatives. 
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However, RCEP is still projected to be useful for Vietnam’s rapid economic development. An 

estimate shows that Vietnam’s GDP will grow 8% in five years after signing RCEP.213 According 

to Nguyen Anh Duong, Deputy Director of the Central Institute for Economic Management 

(CIEM), RCEP will increase Vietnam’s access to investment and export markets in ASEAN nations 

and other partners with demands for goods. Furthermore, by making imports of technology 

and machinery cheaper, RCEP will give Vietnam more opportunities to join the region’s 

production value chain.214 Service sectors, such as hotel and restaurant businesses will have 

increased opportunities in Japan and ASEAN member states.215 

 

A source of major concern for Vietnam is its huge trade deficit with China. One driving factor of 

Vietnam’s interest in the TPP was that it was expected to offset its trade imbalance with China 

through increased trade with the United States. Economic dependence on China is perceived to 

be a threat to economic development as well as its sovereignty. Prime Minister Nguyen Xuan 

Phuc has reaffirmed that economic reforms to divert investors away from an increasingly 

expensive China to Vietnam will continue, despite the failure of the TPP negotiations.216 

However, whether these reforms can be implemented without external pressure is still unclear.  
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