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Disjointed trade structure across Asia

Beginning around the year 2000, Asian governments placed more emphasis on bilateral free trade 
agreements (FTA) compared to multilateral agreements. These bilateral agreements were viewed as 
easier to negotiate and provided a quicker way to open up new export markets. The chart on page 3 
depicts the growth of concluded FTAs from 2000-2015.

The growth of bilateral FTAs in this region has led to what many economists refer to as the 
“noodle bowl problem.” Rather than having an integrated set of trade rules applicable to the 
various governments, the region is complicated by dozens of bilateral agreements that are often 
inconsistent. 

These squiggly lines connecting trade agreements result in a variety of tariff rules and administrative 
processes. This makes it more difficult for companies to manage the compliance requirements so 
they can take full advantage of FTAs within the Asian region. 

The growth of bilateral FTAs in this region has led 
to what many economists refer to as the “noodle 
bowl problem.”
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Multilateral versus bilateral FTAs

Multilateral trade agreements are 
agreements on trade issues between 
three or more countries.

Bilateral trade agreements are 
agreements on trade issues between 
two nations or trading groups.

Multilateral Agreement  
Examples

ASEAN – Australia – New Zealand

ASEAN Free Trade Area

Pacific Alliance Free Trade Area

South Asian Free Trade Area

Bilateral Agreement  
Examples

  

  

ASEAN – China

China – Switzerland

India – Singapore

Japan – Philippines

3+ 2
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Rapid increase of Asian FTAs
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ASEAN Free Trade area delivers competitive advantages

The Association of Southeast Asian Nations (ASEAN) established a trading agreement in 1992 known 
as the ASEAN Free Trade Area (AFTA). The original members were comprised of Brunei, Indonesia, 
Malaysia, Philippines, Singapore and Thailand. Vietnam, Laos, Myanmar and Cambodia all joined 
throughout the remainder of the 1990s.

AFTA delivers a competitive edge for 
importers and manufacturers within these 
countries through tariff reductions and 
relaxed trade requirements. Benefits include 
reduced importer costs, improved customs 
clearance times, less complicated trade 
procedures, and increased access to a wide 
range of products eligible for preferential 
treatment.
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However, AFTA doesn’t make trade less complex

Complexities exist as each ASEAN member still administers AFTA through their own national trade 
authorities and agencies. This places a burden on companies as they seek to meet each respective 
country’s declaration and qualification requirements. 

As an example, consider a multinational manufacturer with operations in both Singapore and 
Vietnam, which are a part of AFTA, that would like to export products to China. Ideally, the 
manufacturer would meet the regulatory mandates designated solely by AFTA, since both Singapore 
and Vietnam are members of this trade area. However, the company must administer certificates 
of origin and confirm product qualifications based on both Singapore’s and Vietnam’s specific 
regulations and government trade agencies. As a result, companies cannot avoid the complexities 
of multiple languages, different regulatory requirements and increased administrative efforts in 
obtaining the benefits of the preferential trade agreement between AFTA and China.
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Asian FTA procedures differ from others

Taking NAFTA as an example, NAFTA allows self-certification where the exporter issues the 
preferential certificate valid up to one year and importers claim preference using the ‘blanket 
certificate’ for multiple shipments until such certificates are valid. 

In contrast, Asian FTAs have more pre-shipment compliance requirements in order for companies 
to achieve duty savings. Similar to most Asian countries, Singapore’s process (below) requires 
manufacturers to accurately calculate and submit the manufacturing cost statement for each product:  

 ü Manufacturer must apply  
for registration

 ü Customs agency visits factory 
to confirm manufacturing 
operations and current 
production records

 ü Manufacturer prepares  
MCS for each product  
to prove local value and  
change in tariff heading  
meets FTA regulations

 ü Typically valid for one year

 ü Upon MCS approval, 
manufacturer applies for 
preferential certificate of 
origin for each shipment

 ü Validity can be for one year 
but varies by country

 ü Manufacturer submits 
required information  
for importer to claim  
tariff concession

Factory Registration Prepare Manufacturing  
Cost Statement 

Apply for Preferential  
Certificate of Origin
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Leveraging technology to address the challenges

Software technology solutions are transforming the ability of companies to manage and track the 
multiple factors and various data required to take advantage of Asian FTAs. To comprehensively 
address the challenges, companies should equip their supply chain and global trade professionals 
with software solutions that address the following elements:

• Bill of material qualification – Automate the BOM analysis and manufacturer’s cost  
statement processes.

• Certificate management – Fully manage certificates of origin by linking them with products  
and proactively track associated expiration dates. 

• Pre-shipment compliance – Accurately calculate, submit and store manufacturer’s cost 
statements to better meet qualification requirements and respond quicker to audits. 

• Supplier solicitation campaigns – Efficiently collect and summarize supplier information required 
for certificates of origin to support preferential claims.

• Trade agreement identification – Analyze product information, supplier relationships and import/
export activity to identify potential FTAs available for preferential duties.
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The benefits can be significant

With the right software solution, importers and exporters can address the complexities of managing 
Asian FTAs, resulting in the following benefits:

• Boost duty and tax savings

• Increase process efficiency by automating many of the qualification, certification and  
audit requirements

• Ensure all country specific pre-shipment compliance requirements are met

• Maximize duty savings by tracking expiring cost statements and resubmitting on  
a timely basis

• Reduce manually intensive processes
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CASE STUDY SNAPSHOT  
Global Manufacturer 
Company Summary

A multinational manufacturer of household cleaning supplies and other consumer chemical products. 
With over $10 billion in annual revenues, this company has operations in 72 countries and sells a 
variety of brands in over 110 countries. 

Challenge

The company has been manually tracking and submitting manufacturer’s cost statements for 4 FTAs 
and 600 products annually. This has translated into 2,400 MCS submitted to local governments and 
the challenge of tracking expiration dates. 

Benefits

• Improved pre-shipment compliance procedures resulting in timely preferential certificates

• Cut Customs clearance cycle times and reduced shipment delays

• Reduced manually intensive efforts and improved process efficiency

• Enhanced the submission of cost statements in the local language 
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Summary

More and more companies are realizing the benefits of fully managing eligible FTAs within the Asian 
region. Executives are becoming more familiar with the significant cost savings that can result and 
are directing supply chain and trade staff to realize the benefits preferential trade can have on the 
company’s bottom line and global supply chain performance.   

Global Trade Management (GTM) solutions play a key role in providing the deep expertise and 
software solutions required to meet the regulations mandated by Asian bilateral and multilateral 
agreements. By efficiently addressing pre-shipment and other requirements unique to Asian FTAs, 
your global supply chain can reduce the administrative burden, obtain prefential duty rates and 
improve the flow of goods across Asian borders. 
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About Amber Road 

Amber Road’s (NYSE: AMBR) mission is to improve the way companies manage their international 
supply chains and conduct global trade. As a leading provider of cloud based global trade 
management (GTM) solutions, we automate the global supply chain across sourcing, logistics, 
cross-border trade, and regulatory compliance activities to dramatically improve operating 
efficiencies and financial performance. This includes collaborating with suppliers on development, 
sourcing and quality assurance; executing import and export compliance checks and generating 
international shipping documentation; booking international carriers and tracking goods as 
they move around the world; and minimizing the associated duties through preferential trade 
agreements and foreign-trade zones. Our solution combines enterprise-class software, trade 
content sourced from government agencies and transportation providers in 147 countries, and 
a global supply chain network connecting our customers with their trading partners, including 
suppliers, testing/auditing firms, freight forwarders, customs brokers and transportation carriers. 
We deliver our GTM solution using a Software-as-a-Service (SaaS) model and leverage a highly 
flexible technology framework to quickly and efficiently meet our customers’ unique requirements 
around the world.

For more information, please visit www.amberroad.com, email Solutions@AmberRoad.com  
or call 201-935-8588.

One Meadowlands Plaza · East Rutherford, NJ 07073 · (T) 201 935 8588 · (F) 201 935 5187 · www.AmberRoad.com · Solutions@AmberRoad.com
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