
 
 
 

 
 

RCEP successfully signed – promote 
regional free trade integration, boost 
global economic development 
November 2020 

RCEP in brief 
 
After being initiated by ASEAN in 2012, the “Regional Comprehensive Economic Partnership Agreement" 
(RCEP) was signed between fifteen Asia Pacific countries on 15 November 2020, after 8 years and 31 
rounds of formal negotiations. The members include China, Australia, Japan, South Korea, New Zealand 
and the ten Member States of ASEAN. The member states of ASEAN are Brunei, Cambodia, Indonesia, 
Laos, Malaysia, Myanmar, the Philippines, Singapore, Thailand, and Vietnam. 
When RCEP enters into force, it will be the world’s largest free trade agreement (FTA) when measured by 
combined GDP (26 trillion dollars), population (2.27 billion) or total export value (5.2 trillion dollars) of 
signatory parties. 
In general, RCEP adds to the four “ASEAN+1” free trade agreements (FTAs) that ASEAN already has with 
China, Japan, South Korea and Australia and New Zealand, as well as the many existing bilateral free 
trade agreements (FTAs) between RCEP members. In addition, the RCEP constitutes a free trade 
agreement between China-Japan and Japan-South Korea. 
The establishment of RCEP may have a profound impact on the Asia-Pacific region. Multinational 
companies should be looking to make arrangements ahead of its implementation, to maximize the benefits 
provided by the RCEP. 
 
RCEP In detail 
 
RCEP expands on the "ASEAN+1" FTAs between ASEAN and China, Japan, South Korea and 
Australia/New Zealand. It makes high-level opening commitments through a package of measures such as 
rules of origin, tariff reduction, and positive and negative lists for services. Meanwhile, it is the first FTA 
between China and Japan, and between Japan and South Korea, which is expected to significantly 
enhance the regional economic development. 
 
All 15 parties have committed to be more open in RCEP, with commitments in trade in goods, trade in 
services, investments, intellectual property, e-commerce, competition, government procurement and 
dispute settlement. The following are some key highlights. 
 

1. Regional cumulation to promote originating content 
 

Originating inputs from any RCEP member that are used in another member in the production of another 
product can be counted as originating content when determining the origin of the subsequent product. This 
will be an important benefit over other available FTAs as it offers greater flexibility on sourcing of materials, 
especially given that the underlying rules of origin are consistent throughout RCEP members. Additionally, 
compared with the previous "ASEAN+1" agreements, approved exporters' declarations and exporters' 
independent declarations will be considered as certification of origin, in addition to the traditional 
government-issued certificates of origin. 
 

2.  Tariff reductions and trade facilitation measures for trade in goods 
 

In terms of trade in goods, more than 90% of originating goods in the region will eventually achieve zero 
tariffs. Some tariff lines will have duties removed immediately, while others will see duties eliminated over 
a period of time of up to 10 years. There are also product categories that will not be subject to duty 



reduction at all. Tariff reduction schedules vary somewhat depending on precise RCEP origin of imported 
products. 
 

Industries that are most affected will be those that carry traditionally high duty rates, such as food, 
agriculture, consumer goods and automotive. Importers who do not claim RCEP benefits at the time of 
importation may be able to retroactively apply for duty refunds based on the duty rate under RCEP, 
provided they make their intentions known at time of import. Furthermore, customs procedures, inspection 
and quarantine, as well as technical standards will be gradually unified, which can effectively promote the 
development of new cross-border supply chains and enhance the free flow of economic factors in the 
region. 
 

3. Adoption of positive and negative lists to promote trade in services 
 

As for trade in services, seven members including Japan and South Korea adopted negative list (meaning 
all services are included unless specifically listed), while the remaining eight members including China 
adopted positive list (meaning only those services listed are included), which will be converted into 
negative lists within 6 years after the agreement comes into force.  
 

4. First Free Trade Agreement between China and Japan, and between  Japan and South Korea  
 

So far, neither has the China-Japan-South Korea free trade agreement been signed, nor have China and 
Japan reached a bilateral trade and investment agreement yet. RCEP builds a bridge of free trade for 
China, Japan and South Korea. It is also a historic breakthrough that Japan has reached bilateral tariff 
reduction arrangements with China and South Korea.  
The signing of the RCEP is conducive to promote the integration of trade and investment among the three 
major economic and trading economies in East Asia. In addition, RCEP also remains open for the 
entrance of other economies to join the agreement. 
 
RCEP impact for China 
 

1. As a bridge for China to connect with the ASEAN economies, many of which are developing, and 
the mature economies of Japan, South Korea, Australia and New Zealand, RCEP will help 
consolidate China’s economic position in the region. It will also drive a virtuous cycle for the 
domestic economy in China by opening up and promoting high-quality developments from other 
RCEP members for the China domestic economy.  
 

2. The level of regional economic integration in East Asia will be enhanced by RCEP. The 
establishment of the RCEP will greatly promote regional integration of economies and boost the 
confidence of all parties in economic growth. Meanwhile, it will also enhance the development for 
regionally integrated industrial chains, value chains and supply chains. 
 

3. New impetus will be given to global economic development by the RCEP. The uncertainty caused 
by the COVID-19 epidemic and the intensification of international trade frictions are expected to 
continue for some time. The signing of the RCEP has made positive contributions to support free 
trade and maintain the multilateral trading system, which will surely boost the confidence of all 
parties in economic growth and promote the recovery of the global economy. 

 
PwC Observation 
 
With the signing of RCEP, it will then enter the domestic legal approval process of each member country. 
The agreement needs to be approved by at least 9 of the 15 members (including at least 6 ASEAN 
countries and 3 countries in China, Japan, South Korea, Australia and New Zealand). It is anticipated that 
all member shall jointly promote the implementation of RCEP. Given the size and geographic coverage of 
RCEP, companies doing business in the Asia Pacific region are encouraged to perform an impact 
assessment early in order to take full advantage of its benefits when the agreement comes into effect. 



 
• Review and evaluate the business model by taking RCEP into consideration;  
• Evaluate the existing industrial chain and make full use of the accumulated rules of origin in the 

region.  
• Optimize supply chain with the consideration of RCEP and other FTA to deal with the economic 

uncertainty from COVID-19 and global trade. 
• Follow up the implementation details of RCEP in terms of customs procedures, inspection and 

quarantine, and other technical to reduce the cost and enhance the efficiency in supply chain.  
• Proactive application of preferential treatments from RCEP once applicable.  

• From transfer pricing perspective, after the tariff reduction, considering the topics such as 
manufacturing costs, materials and industry supply chains, etc., group companies might conduct 
much wider value chain arrangement among different RCEP member countries. In this regard, 
group companies should consider revisiting the functional profile and profit arrangement among 
different group entities. In addition, if the tariff reduction could directly lead to the profit increase in 
group’s value chain, it can further analyse from transfer pricing point of view to determine how the 
additional profits could be allocated among different group entities. 

• In addition, any adjustment and optimisation in supply chain involving RCEP member countries 
may lead to changes in transaction flow around related entities as well as adjustment in each 
entity’s profit level. Companies should take into consideration relevant income tax and indirect tax 
implications of such adjustment as well as potential tax audit risk due to the reallocation of profit 
among related entities.  
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