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Establishing a Free Trade Area in Asia
—Issues and Prospects—

Lim Hua Sing, Ph D

This paper examines the importance of economic cooperation among the Asian countries.
Compared to the EU and the NAFTA, the economic cooperation mechanism in Asia is rather weak.
There is no regional institution or organization formed to expedite the process of regional integration.
Despite the fact that the AFTA (ASEAN Free Trade Area) plan was launched in 1992, intra-regional
economic cooperation (trade, investment and economic aid) among the ASEAN countries has not
made satisfactory progress over the last decade.

Asia needs to find a new framework to strengthen economic cooperation, particularly after the
Asian economic crisis in 1997. Economic cooperation does not necessarily limit to trade, investment
and economic aid. Cooperation in financial, monetary and fiscal aspects should also be seriously
considered.

Over the last few years, several proposals, such as the Miyazawa Initiatives (MI), the Asian
Monetary Fund (AMF), the ASEAN Currency Swap Agreement (ACSA) etc. are raised with the aim to
strengthening financial and monetary cooperation among countries involved. So far, the ACSA has
increased momentum while the MI and the AMF have not shown any major progress.

Recently, regional economic integration and cooperation have been centered on signing Free
Trade Agreements (FTAs) or setting up Free Trade Areas (FTAs). China proposed to set up a China
ASEAN Free Trade Area (CAFTA) (or ASEAN10+1) within 10 years started in November 2001.
Japan signed a FTA with Singapore in January 2002 and, stimulated by China, Japan proposed a
Japan ASEAN Free Trade Agreement (JAFTA) (or ASEAN 10+1) in June 2002. The JAFTA was
under the implication that it will expand to ASEAN 10+3 (Japan, China and Korea) then to ASEAN
10+3+2 (Australia and New Zealand) and later to ASEAN10+3+2+1 (the USA).

This paper argues that a regional economic integration and cooperation framework in Asia has
become more and more relevant over the last few years. The CAFTA has set up a timeframe of 10
years to materialize and China has made many concessions to ASEAN, especially to Indo-Chinese
countries. Both China and ASEAN10 have moved rapidly, through a serious of official negotiations
and policy implementations, to reach their goals.

This article also argues that Japan's approach towards the FTA in Asia faces several difficulties.
One, Japan did not set up specific timeframes. (recently, Japan has sounded out the time target to be
“within 10 years”). Two, Japan does not have a complete plan to open up her agricultural sector.
Three, the scope is unrealistic, too broad and too ambitious (from ASEAN10+1 to ASEAN 10+3+2
+1). Lastly, Japan lacks a domestic consensus to have a FTA with developing countries in Asia.

Regional economic integration in Asia is a long- term vision and, of course is an extremely
difficult task to fulfill. The EU took 50 years, and in the same respect, Asia is also a complex mix of
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culture, race, religion, language and economic status. And it will take many years to complete
integration.
This paper concludes that the concept of the ASEAN Free Area is important and, despite many
uncertainties and obstacles, the JAFTA should push ahead together with the CAFTA. The ASEAN

10+3 should follow at a later stage. In the meantime, it is unrealistic to even consider how and when
to set up the ASEAN10+3+2 or the ASEAN10+3+2+1.
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