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① Market size of the RTA: the larger the better 

② Pre-RTA intra-regional tariff: the higher the better 

③ Pre-RTA extra-regional tariff: the lower the better 

④ Pre-RTA intra-regional trade share: the higher the better 

⑤ Competitive pre-RTA industrial structure: the tougher the better 

⑥ Complementary post-RTA industrial structure: the stronger the 
better 

⑦ Pre-RTA level of economic development gap: the narrower the 
better 

⑧ Geographical proximity: the closer the better 
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The complementarity index takes a value between 0 and 100, with 0 indicating no 
overlap and 100 indicating perfect overlap. The simple averaged complementarity index 
of APEC is 47.2, a figure not excessively high or low. 

Source
Destination
Australia 27 34 47 40 26 42 56 54 33 30 37 40 37 43 27 44 44 40 35
Brunei Darussalam 17 14 26 14 8 21 32 31 12 9 17 18 16 18 4 28 22 22 13
Canada 66 57 73 54 38 66 69 65 55 57 69 65 66 62 54 61 64 68 58
Chile 18 18 20 23 15 17 25 19 19 17 19 16 17 19 22 14 20 18 21
China 61 58 59 54 70 53 53 54 70 69 55 52 54 63 62 66 60 63 55
Hong Kong China 47 37 43 38 49 36 45 43 57 52 42 32 36 52 43 54 48 48 42
Indonesia 53 40 50 62 51 38 72 64 46 43 54 48 52 52 42 57 55 59 50
Japan 64 62 66 57 66 54 60 59 69 74 57 56 62 59 64 60 67 60 60
Korea 59 52 59 53 72 61 60 47 74 75 56 50 59 66 55 63 65 60 61
Malaysia 62 49 58 61 68 68 61 57 62 67 59 58 60 75 50 77 69 63 58
Mexico 18 61 76 64 70 63 59 59 63 72 70 60 64 74 61 74 68 75 62
New Zealand 34 35 37 31 30 27 31 36 31 34 33 32 31 31 38 30 33 33 36
Papua New Guinea 23 9 17 23 24 13 22 31 26 16 11 20 19 22 8 24 27 25 16
Peru 26 19 25 22 28 23 20 28 24 24 20 24 19 22 20 20 26 24 25
Philippines 50 45 50 46 58 74 43 46 50 68 59 47 39 44 53 61 53 52 48
Russia 28 20 26 40 30 14 39 47 51 29 24 31 32 33 34 38 40 33 33
Singapore 65 50 61 65 70 62 69 63 69 75 69 61 56 60 76 52 75 70 56
Thailand 71 67 68 64 58 61 60 54 56 68 73 64 65 68 64 66 61 66 65
US 78 69 78 71 67 53 70 61 61 70 79 74 63 74 64 74 63 69 71
Vietnam 51 40 49 49 41 40 46 55 46 41 39 52 47 50 46 40 44 48 54

USA VNM

Table 3. Complementarity of APEC Economies in 2009

PNG PER PHL RUS SGP THAIDN JPN KOR MYS MEX NZLAUS BRN CAN CHL CHN HKG
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Model 

• Global Trade Analysis Project (GTAP) model: Static and Capital 

Accumulation CGE model 

 

• GTAP version 7 database (2004) 

 

• 15 sectors 

• 19 APEC economies and 2 regions (EU, ROW): Brunei 

Darussalam and Papua New Guinea are excluded 
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Model 
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Scenario I 

Scenario III 

• (I) + Liberalization of Trade in Services through 10% reduction of tariff-
equivalent barriers in construction, distribution, transportation and 
telecommunication, and business and financial services 

Scenario II 

• Basic Scenario for Trade Liberalization through Tariff Elimination 
• For the economic impact analysis on both the members’ and non-members’ 
economies in general as a reference value, an elimination of all tariffs on 
trade in goods by all 19 member economies has been assumed 

•(II) + Trade Facilitation through 5% trade cost reduction in four main areas 
(customs procedures, standard and conformity, business mobility, and, 
electronic commerce) 
•  With this scenario, APEC’s contribution to the establishment of the 
infrastructure for member economies’ sustainable development has been 
reflected 

Scenarios 
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Impact: Scenario I 
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Impact: Scenario II 
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Impact: Scenario III 
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Comparison (Petri et al., 2012) 

  
Petri et al. (2012) Kim et al.(2013a) 

GDP in 2025 (% change): dynamic effect GDP (% change): static effect 
APEC 3.48 0.13 
China 3.93 0.04 
Japan 4.27 0.14 
Korea 6.11 0.86 
Taiwan 6.31 0.54 
Indonesia 2.45 0.17 
Malaysia 8.90 2.45 
Philippines 4.95 0.26 
Thailand 4.91 1.23 
Singapore 3.28 0.03 
Viet Nam 21.46 5.05 
Canada 1.32 0.04 
US 1.31 0.01 
Australia  1.84 0.09 
New Zealand 2.86 0.16 
Europe –0.14 -0.04 
ROW –0.44 -0.05 
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Comparison (Park, 2009) 
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3. Best Practiced FTAAP 



Policy Implications 
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 Apply tariff elimination in goods trade under the legal provision of GATT 
Article XXIV comprehensively (Park and Park, 2011). 

 
  Liberalize trade in services by reducing non-tariff barriers. 
 
 Strengthen trade facilitation in all four areas: customs procedures, 

standard and conformity, business mobility, and electronic commerce. 
 
 Apply less restrictive rules of origin (ROO) and regime-wide ROO: Pan 

Asia-Pacific ROO, Self Cerification, DeMinimis, and etc. (Kim et al. 
2013b and Chung et al., 2013). 
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Trade Facilitation and Deepening Production Networks in APEC 
(Chung et al., 2013) 
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Trade Facilitation and Deepening Production Networks in APEC 
(Chung et al., 2013) 
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Trade Facilitation and Deepening Production Networks in APEC 
(Chung et al., 2013) 
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Regime-wide Rules of Origin (ROO) in General 
(Kim et al., 2013b) 
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Regime-wide Rules of Origin (ROO) in FTAAP 
(Chung et al., 2013) 
Trade Effect of FTA with Regime-wide ROOs: % Change in Bilateral Trade

Bilateral Diagonal Public Self Bilateral Diagonal Public Self
77.7 87.6 62.4 59.8 87.4 57.1 60.0 54.0 48.3 56.7

(0.116)*** (0.118)*** (0.116)*** (0.209)*** (0.119)*** (0.002)*** (0.105)*** (0.002)*** (0.002)*** (0.002)***
65.5 10.6 27.9 23.2 -22.9 23.2 6.4 23.5 5.1 -18.5

(0.075)*** (0.058)* (-0.234) (0.057)*** (0.110)** (0.002)*** (-0.124) (-0.328) (0.002)*** (0.003)***
-34.8 79.1 -1.9 2.8 90.2 -15.9 20.0 -9.3 9.9 41.1

(0.075)*** (0.097)*** (-0.238) (-0.302) (0.130)*** (0.002)*** (0.085)** (-0.334) (0.015)*** (0.004)***
-18.0 -39.5 3.1 -15.1 3.7 -30.5 7.4 5.8

(-0.226) (0.279)* (-0.464) (-0.326) (0.003)*** (0.147)** (0.015)*** (0.003)***

Bilateral Diagonal Public Self De
Minimis Bilateral Diagonal Public Self De

Minimis
81.1 94.6 70.4 69.9 82.0 57.1 59.8 54.0 48.3 56.5

(0.064)*** (0.065)*** (0.063)*** (0.063)*** (0.065)*** (0.002)*** (0.105)*** (0.002)*** (0.002)*** (0.002)***
49.0 14.2 39.8 23.9 5.0 23.1 6.4 23.5 5.1 -18.5

(0.041)*** (0.031)*** (0.132)** (0.030)*** (-0.056) (0.002)*** (-0.124) (-0.328) (0.002)*** (0.003)***
-23.1 61.3 -11.0 24.1 27.6 -15.9 19.8 -9.3 9.9 41.1

(0.041)*** (0.053)*** -0.134 -0.17 (0.067)*** (0.002)*** (0.085)** (-0.334) (0.015)*** (0.004)***
-1.1 -8.2 -21.3 -14.2 3.7 -30.5 7.4 5.8

(-0.126) (-0.156) (-0.261) (-0.184) (0.003)*** (0.147)** (0.015)*** (0.003)***
*, **, and *** indicate that the estimated coefficients are statistically significant at 10 percent, 5 percent, and 1 percent, respectively.

FTA

ROO

ROO_APEC

Cumulation Certification

CU

Panel: ln(1+Tijt): 36,238# PPML: Tijt: 32,984#

Cumulation Certification

ROO

ROO_APEC

With "Zero"
Trade

Certification De
Minimis

CU

FTA

Cumulation Certification De
Minimis

CumulationWithout
"Zero" Trade

Panel: ln(Tijt): 28,548# PPML: Tijt>0: 27,492#
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