
Policies for Closing Gaps 



• Asia-Pacific integrated market is associated with 
increasing convergence of prices of goods, services, 
labor and investments (save for transport and taxes) 
as what were once fragmented production spaces 
are unified 

• Integrated markets happen principally through trade 

• Existing levels of interactions (trade) in each of the 
markets for the factors of production, and a given 
political will of regional integration, define the gaps 
among the constituent parts  

• An array of policies is then applied to narrow those 
gaps and achieve integrated markets.  
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• A critical criterion for a policy path in a widely diverse 
region as AP is one that has low cost (of 
implementation) yet has a high impact potential in 
narrowing the market gaps 

• Low cost policy path would have greater likelihood of 
buy-in from regional members especially if 
associated with high impact in terms not only for 
narrowing gaps but other impacts as well such as 
more inclusive growth, rapid employment 
generation, and greater MSME participation 

• Expanding the nexus of low cost-high impact would 
be other combinations – low cost-low impact, high 
cost-low impact, and high cost-high impact 
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Market for Goods 

• In exports, integration at the sub-regional and 
regional levels measured as regional (sub-regional) 
shares of exports to world exports appear to be 
moving, albeit slowly, forward for all sub-regions 
except the Pacific, and the AP as a whole 

• Imports however show mixed movements and for all 
of the AP region intraregional imports have declined 

• Tariff barriers and trade costs drive wedges between 
border and domestic prices but may also be due to 
emerging global supply chains which directions and 
sources cover a wide geographic (and more global) 
expanse that do not always assure intra-regional or 
intra-sub-regional trade. 
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• These suggest a policy path that ranges from low cost-
high impact to high cost-high impact. For example a 
policy path of widespread information dissemination of 
trade procedures and processes (preferably in electronic 
formats) will go a long way in reducing trade transactions 
costs, improve coordination among border agencies as 
they integrate the information each of them deliver in 
one pipe. And the costs may be low depending on the 
specific details of the policy. At the other extreme would 
be tariff reduction (in absolute and in terms of 
dispersion) especially where existing rates are high. 
Adjustment costs may be high but so would potential 
gains. On the other hand, further tariff reductions from a 
low base may yield incrementally limited impacts. 
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Market for Services 

• Services sector is a large share of GDP for most of the 
sub-regions with the small country members having 
a larger share 

• Share of  AP services trade to world trade in 
commercial services is not symmetrical to the share 
of AP goods trade 

• But within commercial services, other than “other 
commercial services”, it is travel and transportation 
services that occupy the next important sub-sectors  

• A focus on travel services would be a concrete 
direction 
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• Commercial services trade at the regional level and 

focusing on potential services niches that would expand 
intra-sub-regional trade and impact on other concerns in 
the region 

• A unilateral liberalization of tourism services trade 
exploits an exploding market not only within sub-regions 
but with the rest of the world 

• Given the emphases in many sub-regions of developing 
their peripheries the real cost of liberalizing tourism 
services may only be incremental yet its impacts would 
be high 

• Related services include air services liberalization and 
visa policies  

• In short, consider a direction for integrated market for 
service  through a tourism services package  
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Market for Labor 

• Regional, sub-regional or national policies for labor 
market integration are difficult to operationalize 
especially where more than one country is involved 

• There multi-tiered labor markets (generically classified as 
unskilled and skilled) for which receiving countries 
impose different policies, most agreements pertaining to 
labor are only ratified by sending countries 

• Approach for labor market integration is through 
cooperation at the sub-regional level where non-binding 
consultations facilitate migration flows to a certain 
extent, although still being far from sub regional labor 
market integration 
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• Gaps in labor market integration come from difficult 
handle to it including lack of regional or global action 
plan on international migration, mismatches between 
demand for migrant workers and supply of people willing 
to migrate, some country systems that create irregular 
migrants increasing their vulnerability, and low mutual 
ratification of international legal instruments 

• Useful policy direction starts with education-related 
migration flows into the region. Migration for human 
capital investment is also perceived as a stepping stone 
to labor migration because most countries allow 
international students to work part time and have 
mechanisms to absorb them into their labor force  
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Market for Investments 

• Two gaps were identified in relation to a regionally 
integrated market for investments principally FDI and 
cross-border investments – the uneven sub-regional 
distribution of FDI and weak links between trade and 
investment 

• Policy levers for integrated market for investments 
appear to be country-centered  

• Decisions to invest among the AP members 
ultimately rest on the attractiveness of the country 
to host foreign capital i.e. its environment 
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• If environmental factors are critically attended to, the 
real costs of bringing in FDI may be low and incurred 
anyway even without the foreign investments 

• If investors are lured into host countries through 
provision of incentives there would be real costs 
which may not be insignificant and should be figured 
in determining the cost-impact of FDI 

• Increasing importance of foreign investment 
outflows from host countries enhances intra-sub-
regional and intraregional investment market 
integration so a policy of liberalized measures (e.g., 
registration, foreign exchange) will be important 
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• The finding of outflows and better Greenfield 
investments are complementary eventually improves the 
distribution of FDI 

• Trade-related investments are more common in cross-
border trade in contiguous countries since production 
locations cross borders. But the policy of allowing 
investment outflows can help that along 

• Cooperation among investment-promoting-agencies 
would be an important direction to reduce granting of 
incentives competitively 

• With even more globalized value chain in production, 
carving out areas for investments for a defined period 
would now be fraught with greater uncertainty as supply 
locations can quickly change 
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Institutional Mechanisms for Closing Gaps 

• Despite the abundance of RTAs (FTA and “mega”)the 
amount of integration that has taken place remains 
wanting with the exception of the SEA sub-region 

• It may be useful to consider alternative institutional 
mechanisms that widely covers all economies in the 
Asia-Pacific, broadens trade concessions to all trade 
(that is, use so-called a negative list system), and has 
an extensive scope  

• The Approach Paper suggests APTA II 
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• APTA II would have a sufficient room to accommodate all 
the desired features including comprehensive scope, a 
negative list, trade facilitation, investment and economic 
cooperation, as well as special and differential treatment 
for the LDCs 

• Making APTA a pan-Asian agreement, expansion of 
membership will not be a problem as APTA is an ‘open 
agreement,' where the developing country can become a 
member 

• Frameworks on trade facilitation, services and 
investment are there and the negotiations to liberalize 
services and investments are going to start later this year, 
with enough scope to address issues through the 
regional integration to meet overall goals of 
development for Asia-Pacific economies 
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Monitoring Integration: National Agenda and 
Regional Approaches 

• Monitoring the progress of trade integration and 
facilitation and providing a forum for prioritizing 
measures to narrow the gaps in integration and trade 
facilitation, every country needs to establish a 
continuous, affordable and sustainable monitoring 
mechanism 

• A national trade facilitation body (as in ATF) should be 
the executive body of such monitoring mechanism and 
regarded as its key function 

• Asia-wide coordination mechanism that brings together 
representatives of key regional organizations active in 
trade facilitation (such as ADB, APEC, ASEAN, ESCAP and 
SAARC) will enable the promotion of intraregional/ sub-
regional trade facilitation in general and increase market 
integration in particular 
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