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GLOBAL VOICES 
Global Voices is a non-profit organisation seeking to promote an understanding of and participation 

in international diplomacy by young Australians. 

We do this through regular events and research & development opportunities in Australia, and the 

coordination of youth delegations to important diplomatic forums abroad. 

Our mission is to provide opportunities to young Australians to research, discuss and contribute to 

foreign policy both at home and abroad. 

Our vision is for young Australians to be heard and engaged on the world stage. 

APEC 
The Asia Pacific Economic Cooperation (APEC) group of nations is the Asia Pacific’s premier regional 

forum, which aims to support sustainable economic growth and prosperity in the Asia Pacific region.  

Twenty-one Pacific Rim nations (occasionally referred to as ‘Member Economies’) constitute APEC’s 

membership today. In addition, observers are invited to APEC proceedings including the Association 

of South East Asian Nations (or ASEAN), the Pacific Economic Cooperation Council (or PECC) and the 

South Pacific Forum (or SPF).  

APEC is unique in that it has a strong relationship with business figures in the region. The APEC 

Business Advisory Council (ABAC) is the official feedback mechanism for the private sector across the 

Pacific Rim and the Council meets several times a year in the lead up to the main APEC Summit. 

ABAC consists of up to three business figures from each member state, with each representative is 

selected and endorsed by their respective APEC Leader. 

Andrew Fragomeli – The University of Western Australia 

Andrew is undertaking a Bachelor of Economics and Bachelor of Commerce and the University of 

Western Australia. A strong focus of his interest lies in economic development and growth. 

Andrew’s interest in APEC stems from the dynamic and diverse regional economies of each member 

state. The relationships between these economies and the abilities to develop and work together to 

leverage economic growth and development are key areas of interest, The focus of APEC on 

maintaining strong links with the business community and stakeholders is another unique feature of 

the regional body which attracts Andrew. 

Travel, history and experiencing other cultures are passions for Andrew. He has travelled extensively 

throughout South East Asia as well as less travelled destinations such as Iran and Syria. 
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Abstract 

 
Behind the Border Barriers have come into sharp focus within the Asia Pacific Economic Cooperation 

(APEC) community as traditional borders have slowly been brought down. It summarises the impacts 

behind the border barriers have on investment in a nation and, in turn, how this lack of investment 

affects an economy. 

Turning to an example of how infrastructure is used. Electricity infrastructure is used to highlight 

how behind the border reform can be implemented. Finally discussion moves to how APEC members 

can remove behind the border barriers into the future.  

 

Introduction 

At APEC’s heart lies the mission to reduce poverty and improve welfare in its member economies an 

Asia Pacific region. This is achieved through sustainable economic growth. 

A pivotal aspect to driving economic growth is through increased investment and trade.  

However the flow of capital and investment can be restricted due to various barriers that exist in the 

Asia Pacific region. Some of these barriers can be deemed to be “At the border” borders such tariffs. 

There are also “behind the border” barriers such as poor infrastructure, poor regulatory laws and 

corruption amongst other things. 

Traditional barriers such as tariffs are fairly explicit and formal barriers which can easily be identified 

and targeted. Indeed, since its creation APEC economies have had great success in significantly 

reducing these traditional barriers. For example the average applied tariff rate in APEC’s 

industrialised economies has fallen from 7% in 1996 to 3.9% in 2008. This contributed to a rise from 

42.6% of imports entering duty free in 1996, to 60.1% in 2008.1   

                                                           
1 DFAT APEC Branch, APEC 2010: Bogor Goals, Department of Foreign Affairs and Trade, Canberra, 2010, p. 3.  
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Attention must be given to “behind the border” barriers. Often these are implicit and may be hard to 

quantify but their existence has significant impacts. Firstly, success achieved in “at the border” 

reforms will be mute if “behind the border” reforms continue to block the desire to invest. Secondly, 

“behind the border” barriers impose costs on society. Removing them will allow economic systems 

to deliver the goods and services demanded in society at a lower cost and ensure public resources 

are efficiently maximised.  

This report will seek to elaborate and detail what “behind the border” barriers are and how they 

affect investment flows. One key barrier has been in infrastructure. Consideration shall be given to 

how this barrier can be broken down to encourage flow of investment. Often poor quality 

infrastructure or lack of infrastructure has been a retarding factor. Finally, discussion shall turn as to 

how APEC economies can reduce “behind the border” barriers. 

APEC is unique in that agreements made are non-binding on members. There is also great diversity 

amongst APEC members in terms of their socio and economic identity and profile. When pursing 

removal of these barriers each policy must be adapted to each member’s specific set of 

circumstances. This is where the advantage of non-binding agreements gives APEC an advantage in 

achieving these reforms. This will be the concluding discussion point of this report. 

 

Behind the Border Barriers: Definition  

Contrasted to explicit tariff barriers, behind the border barriers are often informal and implicit and 

less transparent. They are policy or institutional shortcomings which stifle investment and affect 

trade facilitation. Although no standard definition exists, trade facilitation itself is the prevailing 

economic climate that fosters trade and the various factors that affect it2. Behind the border barriers 

                                                                                                                                                                                     
 
2 A Sadikov, “Border and Behind-the-Border Trade Barriers and Country Exports”, IMF Working Paper, no. 07/292, 2007, p. 4. 
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is one of these factors. The World Bank defines behind the border barrier’s impact on trade 

facilitation as: ‘the location specific factors that shape the opportunities and incentives for firms to 

invest productively, create jobs and expand.’3  

Behind the border barriers cover a wide and far ranging set of possible impediments. Some of the 

key barriers existing to investment that are prevalent in the Asia Pacific region include4:  

 Poor quality infrastructure  

 Poorly structured, inefficient or an excessive regulatory environment 

 Weak legal and judicial systems 

 Bribery and corruption 

 Anti-competitive actions and policies 

Optimal growth and productivity will not be attained in an economy where the presence of these 

barriers exists.  

Inhibiting Investment 

It is often accepted that capital and investment flows from highly developed countries to less 

developed countries.5 This is because generally, there are more opportunities to generate excess 

returns on investments than can be achieved in the industrialised home country. However, as the 

graph below shows a paradox exists. Some developing APEC economies are generating excess 

domestic savings (as shown by the positive current account balance) which are being diverted and 

invested overseas. The domestic economy is being starved of necessary capital investment that 

                                                           
3 World Bank, World Development Report 2005: A Better Investment Climate for Everyone, 
World Bank and Oxford University Press, New York, 2004, p. 1 
4 J Wilson et. al “Assessing the Potential Benefit of Trade Facilitation: A Global Perspective.”, World Bank Policy Research Working Paper,  
no. 3224, 2004,  p. 28 
5 M Klein, C Aaron and B Hadjimichael, “Foreign direct Investment and poverty reduction”, World Bank Policy Research Working Papers, 
no. 2613, June 2001, p. 4. 
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could be ploughed into building infrastructure and capacity into the economy. Investment has been 

identified as a key driver of growth and poverty reduction. 

This paradox is suggestive of two things. Firstly, lack of domestic savings is not a barrier to domestic 

investment in these economies6. Secondly, the rate of return earned domestically is too low 

compared to what can be obtained from investing overseas. Or there could also be some sort of risk 

the investor faces investing domestically. It is partly due to behind the border barriers which push 

down returns, resulting in capital being invested overseas. This has been recognised and alluded to 

by organisations such the OECD and World Bank. In recognition of this flow on effect the OECD has 

developed a checklist approach for economies to self-assess themselves on whether these potential 

barriers are pushing down rates of return.7 

 

                                                           
6G Nicoletti et. al., “The influence of policies on trade and foreign direct investment”, OECD Economic Studies, no. 36, 2003/1, 2003, p. 3 
7 OECD, Policy Framework for Investment, OECD, 2006, p. 11-12. 
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Data Source: WDI Online database (accessed 9 October 2011). Note: Data for Taiwan is from 2009 CIA Fact Book 

 

Affecting Investment 

Behind the border barriers essentially impede investment by reducing returns. This occurs via three 

main mechanisms, which will be outlined below. 

Increased Costs of Business and Investing 

The effect of some government policies has the impact of raising costs in the economy. The direct 

flow on effect of this would be to reduce profits and therefore the rates of return. Governments can 
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impose costs directly or indirectly. Payroll taxes would demonstrate a direct cost. For example, poor 

quality infrastructure means businesses may need to incur increased costs in producing or delivering 

their goods. This highlights an indirect cost. This was the case for APEC member Vietnam and the 

Mekong delta region in general. This region embarked on improvements in the road infrastructure. 

Reduced costs to businesses in vehicle operation, maintenance and time costs were subsequently 

realised. Empirical analysis has shown subsequent to the reduction in these costs, investment, 

business activity and trade have all increased within the region.8 

When policies increase the cost of business less investment opportunities are viable. Subsequently 

investment will be lower. Foreign and domestic investors will direct capital overseas. 

Increased Risk  

Increased risk can be derived from a variety of sources. Macroeconomic instability, poor 

transparency and corruption are some examples of risk to the investor. Particularly relevant to APEC 

economies is economic and regulatory government policy uncertainty. Such risks and uncertainty 

disrupt the investment climate.   It is accepted financial theory that as risks increase investors will 

demand greater returns to compensate for bearing this risk. In assessing investment options firms 

will “discount” an investment’s value by its required rate of return to find its net present value9. 

Using a higher “discount rate” means less investments will have a positive net present value. This 

results in less investments being considered viable and as a result less investment takes place.  

Alternatively, depending on their risk preferences investors may simply invest elsewhere accepting 

lower rates of return for much lower risk.  APEC member Indonesia recognised these risks that were 

impeding upon investment in their country. They embarked on a program of wide ranging reforms in 

                                                           
8 A Strutt, S Stone & P Minor, “Trade Facilitation in the Greater Mekong Subregion: Impacts of Reducing the Time to Trade”, Journal of 
Greater Mekong Subregion Development Studies, vol. 4, 2008, p. 17. 
9 J Berk & P DeMarzo, Corporate Finance, Pearson Addison Wesley, Boston, 2007, p. 54 



 

Behind the Borders in APEC – Andrew Fragomeli – The University of Western Australia 

 
Page 9 

 
  

judiciary, trade, taxation, labour, regulatory and fiscal sectors to improve the investment climate by 

reducing risk.10 

Anti-competitive Behaviour and Competition Barriers 

Competitive markets and competition often results in desirable outcomes in most markets. 

Competition between firms encourages innovation as firms continually seek to maintain and expand 

their profits. For the consumer, the effects of innovation results in lower cost, better quality and 

more choice. Analysis by the World Bank indicates firms facing competitive pressures are 50% more 

likely to innovate.11 Innovation due to competition is also conducive to increasing productivity levels 

permitting incomes to rise. Government policy that restricts competition or creates monopolies 

often results in less than optimal outcomes.  

In the first case the restriction to competition means no firms will be permitted to invest to establish 

rival companies, reducing investment inflow. Secondly, monopoly markets are often characterised 

by higher prices and or reduced quantity supplied to consumers whilst the monopolist enjoys 

abnormal profits. 12 APEC member Mexico engaged in a reform process deregulating and introducing 

competition in its road transport industry. Little competition had resulted in high prices and poor 

service. After the reforms prices declined, service quality has improved and there has been an 

increase in the number of registered road transport units by 92%.13  

The Role of Investment 

Investment is an essential ingredient to increasing and producing productivity in the economy. 

Increases in productivity sustain higher wages and incomes. Behind the border barriers that impede 

investment therefore impede on growth and income growth. 

                                                           
10 Ikhsan, M, “Investment climate reform in Indonesia: A progress report”, presentation to a workshop on: Improving Indonesia’s 
Investment Climate: Reform Experiences from the Region, Jakarta, 2005, p. 5-8. 
11 World Bank, p. 3. 
12K Vautier, “The Competition Agenda for APEC, Regional Trading Arrangements and the WTO”, PECC Trade Forum, Lima, 2002 p. 11.  
13 Organisation for Economic Cooperation and Development (OECD), Regulatory Reform in Mexico, OECD, Paris, 1999, p. 33. 
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Investment feeds growth through capital accumulation and through technological advancements 

leading to total factor productivity. Capital accumulation is the increase of capital per worker. An 

increase in the capital to labour ratio usually leads to increases in output. The productivity of labour 

is also increased. This results in higher wages for the workers, as well as increased profits and 

“rents” to the capitalist. This process of economic growth is limited and unstainable in the long run. 

Decreasing returns to capital will see gains from further increases of capital become negligible.14 

The other avenue by which investment contributes to growth is through investment that increases 

the productivity of all factors of production via new technology and processes of business. In growth 

accounting literature this is termed as total factor productivity which is the residual growth factor 

after accounting for changes in capital and labour growth. This is a continual and sustainable source 

for long run growth. Productivity allows a nation to support higher wages, strong returns to capital, a 

strong currency leading to a higher standard of living. In this situation it is critical investment is 

directed to the right areas of the economy and technology. In an efficient market where no 

distortions exist, private investors carry out this allocation process efficiently. 15 A barrier such an 

anti-competitive environment that prevents competition is detrimental to productivity gains. 

Competition encourages continual innovation and investment in the technological progress. Many 

empirical studies have shown firms are pushed to innovate in the face of competitive pressures.16 

Introducing Infrastructure 

The availability and prevalence of good quality and extensive infrastructure is vital to the investment 

climate. Poor quality infrastructure can impose significant costs on businesses. These costs can be 

incurred throughout the whole supply chain from production to delivery and passed onto 

consumers. Reliable electricity, effective transportation networks and modern IT and 

                                                           
14 O Blanchard & J Sheen, Macroeconomics Australasian Edition, 2nd edn, Pearson Publishing, Sydney, 2007, p. 242. 
15 D Romer, Advanced Macroeconomics, 3rd edn, McGraw-Hill Irwin, New York, 2006, p. 30. 
16 F Bastos & J Nasir, “Productivity and the Investment Climate: What Matters 
Most”, World Bank Policy Research Paper 3335, World Bank, Washington D.C., 2004, p. 23. 
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telecommunication networks foster an environment where firms can operate efficiently and invest 

in their own capacity and growth.17   

Due to the nature of investment required in infrastructure provision, they have often been delivered 

by state owned enterprises. This is often termed to be a natural monopoly situation where it 

believed the commodity could be supplied cheapest by a sole provider who can achieve economies 

of scale. Subsequently, infrastructure provision has often been devoid of competition. The lack of 

competition has provided these monopolists little incentive to innovate or retain costs. This has 

often resulted in poorer service quality or higher costs than could be achieved had the pressure to 

innovate been present. Furthermore, state run enterprises are sometimes beholden to government 

political policy rather than commercially viable policy.  

One reason for underinvestment in electricity infrastructure in developing nations has been due to 

the fact for political reasons the cost of electricity to consumers has been purposely underpriced.  It 

has been argued underpricing electricity was inefficient, fiscally harmful, and distributionally unjust. 

Subsequently, in these developing nations during the 1990s this underpricing has required subsidies 

of US$90billion, highlighting the fiscal damage that is possible to government budgets.18 In other 

cases where prices have not been held down, the high costs of provision have been passed onto 

consumers. These higher prices increase the costs of business thereby reducing investment.  

The nature of the global economy is dynamic. Trade in the Asia Pacific has grown rapidly. The nature 

of traded goods is also changing. These reasons compound the need for adequate, supporting 

infrastructure to facilitate continued growth.19 

 

                                                           
17 World Bank, 2004, p.125 
18 I Kessides, Reforming infrastructure: privatisation, regulation and competition, 
World Bank Policy Research Report, World Bank, Washington D.C., 2004, p. 142. 
19 D Brooks & S Stone, "Infrastructure and Trade Facilitation in Asian APEC", Asian Development Review, no. 27(1), 2010, p.135-59 
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Reforming Infrastructure 

A growing focus has been placed upon removing barriers to competition in infrastructure provision. 

This has been pursued through various methods such as industry restructuring, privatisation and 

improved regulatory oversight. 

One new method of removing competitive barriers has been through an “unbundling” process. This 

process has arisen after analysis showed the provision of infrastructure was made up of several 

discrete and distinct processes with different characteristics. The industry supply chain was 

unbundled and competition was introduced to activities which could support a competitive 

environment. The table below demonstrates for particular infrastructure industries activities that 

can operate with competition and those activities that ought to remain within a regulated monopoly 

constraint.20 

 

Table 1: Network industries featuring both competitive and non-competitive segments21 

Electricity  
                                                           
20 R Gonenc, M Maher & G. Nicoletti, “The Implementation and the Effects of Regulatory Reform: Past Experience and Current Issues”, 
OECD Economic Studies, no. 32 (11), Organisation for Economic Co-operation and Development, Paris, 2001, p. 65. 
21 Ibid 
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Electricity has notoriously been a difficult sector in which to introduce competition due to its 

physical and economic characteristics. There is difficulty in storing electricity economically. As a 

result demand and supply must be in constant equilibrium. This can be difficult as often demand is 

volatile and can be subject to surges depending on time of day or other exogenous factors.22 

Despite the aforementioned challenges some barriers have been broken down and a number of 

countries have had success in establishing viable competitive wholesale and retail markets. Each 

country adapted reforms to suit their market conditions and characteristics. However, there exists a 

general set of characteristics and processes commonly found.  These steps and measures can be 

introduced into APEC member’s economies to reform their electricity market, reduce barriers, 

increase competition and increase investment:23 

 Structurally separating (unbundling) the competitive activities (generation, sometimes 

retailing) from the natural monopoly elements (transmission and occasionally distribution);  

 Dividing existing generation capacity among a number of different generation companies, 

who then compete with each other (horizontal separation);  

 Allowing new generators to enter the market;  

 Guaranteeing open and non-discriminatory access for all generators to the transmission grid 

(subject to available capacity), so that they can sell directly to downstream suppliers or 

users, rather than selling to the incumbent (third party access);  

 Establishing a wholesale price pool, or spot wholesale market for electricity (either 

mandatory or optional), so that new entrants are not obliged to enter both the generation 

and retailing sector at the same time, thus lowering entry costs;  

 Regulating the natural monopoly activities to prevent any abuse of market power;  

                                                           
22 P Dee, “Quantifying the Benefits from Structural Reforms in Electricity and Gas Markets in APEC Economies”, The Impacts and Benefits 
of Structural Reforms in the Transport, Energy and Telecommunications Sectors in APEC Economies, APEC Policy Support Unit, Canberra, 
2010 p. 10-30. 
23 S Doove et al., “Price Effects of Regulation: International Air Passenger Transport, Telecommunications and Electricity Supply”, 
Productivity Commission Staff Research Paper, Ausinfo, Canberra, 2001, p. 81. 

http://publications.apec.org/pub-view.php?frm=pubsubfora&id=1113&dcid=83
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 Introducing a regulator independent of industry players and day-to-day influence, and 

typically separate from the system operator;  

 Enabling large customers (retailers and sometimes large industrial users) to buy electricity 

directly from the generator of their choice;  

 Introducing competition into metering and billing activities and contract terms, thus allowing 

retail customers freedom to choose among different electricity suppliers;  

 Providing a full range of tradable financial instruments (eg. futures contracts and options);  

 Undertaking partial or complete privatisation or corporatisation of publicly-owned assets; 

introducing cross-ownership restrictions, especially between competitive and natural 

monopoly activities;  

 Liberalising restrictions on foreign investment and ownership;  

 Mandating service quality standards; and  

 Allowing retailers to introduce innovative services (eg. the ability to switch retailers over the 

internet, or providing electricity jointly with other services such as telephony and gas).  

 

These steps and measures can be introduced in APEC member economies. As Dee shows there is still 

ample opportunity amongst APEC members to initiate reforms to reform their electricity market, 

remove impeding barriers, increase competition and investment.24 

 

                                                           
24 Dee, p. 22. 
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Table 2: Summary of current regulation in APEC electricity and gas markets as at 200925 

Quantifying and Putting Infrastructure Barrier Reforms into Perspective 

Within telecommunications many countries have removed barriers and introduced competition into 

this sector. Empirical analysis has shown increased competition has led to increases in productivity, 

quality and lower prices. Furthermore, the prospect of competition has been a catalyst for 

innovation and productivity improvements by incumbent firms.26  

In electricity, reforms have had significant impacts in some countries. Some empirical studies have 

confirmed unbundling of the supply chain has led to lower electricity prices. There were 

improvements in labour productivity and service quality. Existing generation plants also operated at 

greater efficiency and more optimal levels. Pricing also better reflected the true economic cost of 

production. However, other empirical studies have had mixed results. It has been suggested part of 

the reason for these inconclusive results could be due to the difficulty in making the empirical 

econometric assessment with lack of reliable and available data.27  

                                                           
25 Ibid 
26 Boylaud, O & G Nicoletti, “Regulation, Market Structure and Performance in Telecommunications”, OECD Economic Studies, no. 32, 
OECD, Paris, 2001, p. 125-133. 
27 Dee, p. 7. 
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A problem with breaking down the barriers in infrastructure is that no “one size fits all” approach 

can be undertaken. Each country’s infrastructure industries are unique with their own set of 

characteristics. Governments must fine tune and adapt accepted and proven methodologies in 

applying reform.  When well designed, the removal of these behind the border barriers adds 

significant growth impetus to the economy. 

How can APEC remove ‘Behind the Border Barriers’? 

The World Bank identifies three prerequisites that are usually required before reforms are 

undertaken. Perhaps most obviously there must be gains from reform that can be delivered to the 

public to improve their social welfare and living standards. Removal of the barrier must also be 

administratively possible. This problem arises when the government or the nation’s institutions lack 

the capacity to develop, regulate, manage or implement the reforms. Finally and perhaps most 

crucially is the reform must be politically feasible. Vital and necessary reforms that may delivery 

large benefits may never become a reality if political leaders fear the electoral consequences of 

implementation.28  

In determining whether a reform will lead to benefits and Pareto improvements a strong 

quantitative cost-benefit analysis should be undertaken. If the country lacks the ability or 

understanding in carrying out this task it should request the assistance of its APEC members or other 

institutions such as The World Bank, IMF or OECD. They may have the specialist technical skills that 

can inform the country of the costs and benefits. Nations can also draw upon case studies of the 

results of similar reforms that have been undertaken in other nations if the similarities are strong. 

Reforms must be viewed as being beneficial this should be a motivating force in driving reforms the 

understanding citizens will be better off.  

                                                           
28 World Bank, p. 68. 
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APEC members have a strong history of collaborating closely with each other. This is an important 

facet in counteracting problems that may arise from the second prerequisite.  Technical cooperation 

amongst members is often a strong advantage within APEC that other members can draw upon. In 

the longer term closer partnerships are able to help in terms of capacity building both in terms of 

human and institutional capacity to development and oversee economic reform.29  

APEC’s unique feature is that agreements made are non-binding on member economies. This 

characteristic can be used to an advantageously when removing behind the border barriers. This 

policy position can help in regards to the third prerequisite. If reforms are not bound on member 

economies they have the ability to develop domestic political support for them. Reform begins at 

home; governments must accept greater ownership and responsibility. Knowing the benefits of 

reform, governments must vigorously promote this in their country. By fostering an understanding 

reform is beneficial and in the national interest helps in achieving a domestic consensus that the 

country can then take to international stage. When Mexico pursued its road transport infrastructure 

reforms the government vigorously proclaimed the benefits pre and post reform. Using their 

empirical analytics which confirmed the benefits they made a compelling case to the media, public, 

business groups and other relevant stakeholders. They were able to achieve a domestic consensus 

which gave the government the political encouragement to enact the reforms.30     

Members need to set sustainable, achievable goals. The importance of this was shown by the Asian 

Development Bank in its review of the successes of behind the border reforms in the Mekong region. 

The program of reforms encountered early successful “wins”. This allowed the governments and 

institutions to continuously implement the reform agenda. Momentum was built and reforms 

became an incremental evolutionary process. Success fed into further success. As reforms took 

                                                           
29 P Drysdale & J Drake-Brockman, Regional Economic Integration in East Asia, Pacific Economic Papers, no. 333, Australian-Japan Research 
Centre, Canberra, 2002, p. 4-10. 
30 DFAT, Enforcement of Business Regulation and Commercial Laws in the APEC Region, Department of Foreign Affairs and Trade, Canberra, 
2004,  p. 40. 
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shape and impacts felt, the benefits themselves gained more recognition and were seen to be 

beneficial which provided more enthusiasm to continuing with the schedule.31 

APEC should leverage input and ideas gained from its various sub-bodies such as the APEC Business 

Advisory Council and the APEC Investment Experts Group. Members of these bodies may possess on 

ground practical exposure to some of the confronting barriers. APEC members would also do well to 

draw upon the lessons learnt by other members in implementing the same reforms. They should 

share their experiences, good business practices and then tailor and adjust reforms to meet the 

unique features of their domestic economy. APEC facilitates this informational exchange through its 

policy discussions, workshops and seminars – these activities should be continued to be supported.  

Identification of existing barriers and then identifying priorities for reform is a good methodology 

APEC members should employ. APEC operates in a voluntary and informal matter as opposed to a 

“negotiating shop”. By identifying commonalities between members will allow them to begin 

cooperative assistance. Furthermore the informality of APEC allows members to engage each other 

in a more positive frame of mind rather than as adversaries when discussing the give and take 

implementing reforms.32 

Conclusion 

APEC has succeeded reducing many barriers to trade, particularly in regards to tariffs since its 

formation. Focus must be shifted towards behind the border barriers as further gains from exploiting 

direct trade barriers are becoming limited.  

Currently the Trans Pacific Partnership (TPP) presents the latest opportunity for members to reduce 

behind the border barriers. It has been argued that the TPP will provide an opportunity to remove 

behind the border barriers that preferential trade agreements cannot. It will be necessary however 

                                                           
31 Asian Development Bank, DRAFT: Mid-term Review of the Greater Mekong Subregion Strategic 
Framework 2002-2012, ADB, Manilla, 2007, p. 33-43. 
32 DFAT, APEC Economies: Realising the Benefits of Trade Facilitation, Department of Foreign Affairs and Trade, Canberra, 2002, p. 14-17. 
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to ensure a proper framework is able to deliver on these reforms. The TPP has been criticised for 

leaving out certain members. However the exclusion of certain members need not necessarily be 

mutually exclusive to behind the border reforms. As discussed if other APEC nations can observe the 

success of the TPP they can build a domestic consensus within their own country to implement 

similar reforms. They can then draw upon the expertise and lessons members of the TPP 

experienced, enriching the reform design.33 

 

 

 

 

                                                           

33 P Drysdale, Are there real dangers in the Trans Pacific Partnership idea, East Asia Forum, 2011, retrieved 20 October 2011, < 

http://www.eastasiaforum.org/2011/04/18/are-there-real-dangers-in-the-trans-pacific-partnership-idea>  
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