
ADBI Working Paper 144 Kawai and Wignaraja 
 

create preconditions—or building blocks—for a smaller region-wide FTA, like an EAFTA, and 
then to develop further conditions toward a wider FTA, such as a CEPEA or FTAAP. In this 
process, ASEAN will likely act as the integration hub or convener. The “+3 countries”—PRC, 
Japan, and Korea—would then need to coordinate their trade and FDI regimes. India, which 
has only recently moved away from its former protectionist enclosure, needs to pursue 
deeper structural and regulatory reforms addressing both tariff issues and “behind-the-
border” red tape.  

An EAFTA or CEPEA. An EAFTA or a CEPEA would likely be based on the existing 
ASEAN+1 FTAs with the “plus countries”—such as PRC, Japan, Korea, India, Australia, and 
New Zealand—as well as future networks of plurilateral and/or bilateral FTAs among these 
plus countries. Almost all of the five ASEAN+1 FTAs have been completed, with the 
ASEAN+India FTA expected to be signed soon. In contrast, other multilateral and/or bilateral 
FTAs are patchy and some important components—such as a trilateral FTA among PRC, 
Japan, and Korea or three bilateral FTAs among these three countries—are still missing 
(Table 1). All these FTAs can facilitate the formation of an EAFTA or CEPEA as important 
building blocks. From this perspective, the successful formation of an EAFTA or CEPEA 
requires not only a set of ASEAN+1 FTAs, but also a series of agreements among the plus 
countries, particularly among PRC, Japan, and Korea.  

Table 1: Bilateral and Plurilateral FTAs 
(by status) 

 ASEAN Japan PRC Korea, 
Rep. of 

India Australia New 
Zealand 

ASEAN ⊗ ⊗ ⊗ ⊗ ο ⊗ 
Japan ⊗ — ♦ ο ο ο ♦ 
PRC ⊗ ♦ — ♦ ♦ ο ⊗ 
Korea, Rep. 
of 

⊗ ο ♦ — ο ♦ ο 

India ο ο ♦ ο — ♦ ♦ 
Australia ⊗ ο ο ♦ ♦ — ⊗ 
New Zealand ♦ ⊗ ο ♦ ⊗ — 

⊗
 = FTAs negotiations signed or FTAs in place; ο = official negotiation under way; ♦ = official negotiation has not 

started.  

ADB = Asian Development Bank; ASEAN = Association of Southeast Asian Nations; FTA = free trade agreement; 
PRC = People’s Republic of China. 

Source: ADB’s Asia Regional Integration Center (ARIC) FTA database (www.aric.adb.org); data as of June 2009. 

In principle, ASEAN+3 or ASEAN+6 countries can begin EAFTA or CEPEA negotiations 
without some of these important building blocks among the plus-three countries in place, as 
these blocks can be created as a part of the EAFTA or CEPEA negotiations. Nonetheless, 
given that bilateral negotiations between the PRC and Japan will likely take time, it would be 
preferable to conclude such a contentious agreement before starting the official negotiation 
process for an EAFTA or CEPEA. With all the building blocks in place, EAFTA or CEPEA 
negotiations can lead to the early formation of a single, larger FTA through consolidation and 
harmonization of existing FTAs. 

The respective cases vary for supporting an EAFTA and a CEPEA, yet they are linked. An 
important reason for an EAFTA is that the production network has been developed most 
significantly among the ASEAN+3 countries, and harmonizing rules of origin among these 
countries can produce a tangible benefit. In addition, India is perceived as a slow liberalizer 
and it would take more time to produce a region-wide FTA if India were included from the 
beginning. Once a process begins for EAFTA negotiations, pressure could then be applied 
to India to further open up its economy. On the other hand, a reason for advocating a 
CEPEA is that the production network is already developing beyond ASEAN+3 countries, 
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