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Introduction 

There are growing number of regional economic integration architecture in Asia, for example 

ASEAN Free Trade Agreement (AFTA), ASEAN+1 FTAs, Asia-Pacific Economic 

Cooperation (APEC) with its flagship FTA of the Asia-Pacific (FTAAP), Trans-Pacific 

Partnership (TPP), and Regional Comprehensive Economic Partnership (RCEP) as the latest 

initiative. This paper focuses on APEC and TPP initiative. 

As TPP is a newer initiative than APEC FTAAP, where all TPP members are also APEC 

member economies, it is worth asking, is TPP a logical consequence of failing FTAAP 

negotiation? Furthermore, is APEC’s relevance fading due to TPP? This paper argues that 

TPP is, indeed, a logical consequence of failing APEC; nonetheless, this paper also argues 

that it does not mean that APEC’s relevance is fading due to TPP. The rest of the paper is 

divided into three parts. The first part is brief description of APEC, TPP, and US interest in 

Asia. The second part is the answer to the first question, i.e. whether TPP is a logical 

consequence of failing FTAAP negotiation, followed by its counter argument. The last part is 

the answer for the second question, i.e. whether APEC’s relevance is fading due to TPP; and 

followed by conclusion. 



Case Studies in Japan’s Foreign Economic Policy 

 

2 
 

APEC, TPP, and US Interest in Asia  

APEC is an economic forum of which the goal is the creation of FTA of the Asia-Pacific 

(FTAAP) by 2020. APEC was established in 1989, when the first meeting was held in 

Canberra, Australia, attended by senior officials of 12 founding member economies. The 

initial proposal was the creation of East Asia Economic Caucus by Malaysia but was opposed 

by Japan and the US. APEC laid stronger institutional foundation since the first APEC 

Economic Leader’s Meeting (AELM) held in 1993 in the US. In 1994, the Bogor Goals 

which firmed APEC goal towards FTAAP was adopted. APEC has 21 member economies 

since 1998 and currently hold moratorium on adding additional member. 

TPP is among the latest FTA initiatives in Asia-Pacific region. It was originally called Trans-

Pacific Strategic Economic Partnership agreement (TPSEP), a FTA agreement between 

Brunei, Chile, New Zealand, and Singapore in 2005. Since 2010, the membership was 

expanded and given new name, TPP. TPP, since then, has been regarded as an initiative 

predominantly pushed and led by the US. Currently it has 11 member countries, where Japan 

has expressed its interest to join the negotiation.  

TPP is intended to be a “high-standard and comprehensive” FTA agreement. It is planned to 

go beyond categories traditionally included in trade agreement. It plans to gradually remove 

all trade barriers among member countries. It seems to follows the model of FTA between the 

US and South Korea, where it covers policies on investment and government procurement, 

financial and air traffic services, labour and environmental standards, agriculture, Intellectual 

Property Rights (IPR), and such new sectors as state-owned and small and medium-sized 

enterprises (Gordon, 2012).  

To answer the question of whether TPP is the consequence of failing APEC, it is important to 

analyze US interest in Asia, as the US, even though an outsider of Asian region, is one of the 
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key players for regional architecture
1
. The US leadership role becomes more importance due 

to vacuum of effective leadership in Asia region. ASEAN, with all of its limitation, has acted 

as the glue or tie for Asia, or especially East Asia, regional economic integration architecture. 

Nonetheless, its weak bargaining power (in terms of economy and military force) as well as 

limitation in its institutional arrangement
2
 has limited its ability to exercise an effective 

leadership role in East Asia regional economic integration architecture. 

The US interest in Asia broadly can be grouped into two, diplomatic and security interest as 

well as economic interest. In diplomatic and security interest, one of US concerns is the 

instability caused by the rising China’s influence in East Asia, which could undermine the US 

national interest in the region. In economic interest, besides overcoming the wide trade deficit 

with Asia, the US also see Asia as an increasingly important market for its products.  

TPP is indeed the consequence of failing APEC 

Focusing on the first question, there are three main reasons why TPP is the consequence of 

failing APEC (FTAAP), especially from US perspective. 

First, after 19 years since FTAAP was announced in 1994, the progress towards FTAAP is 

still very slow. In another words, just seven years before the Asia-Pacific region FTA is 

supposed to take place, there are still many loopholes in the agreement. According to Bogor 

Goals, industrialised or developed economies in APEC are supposed to achieve free and open 

trade and investment by 2010. Nonetheless, according to evaluation report 2009 on developed 

economies as well as several volunteered-developing economies’ progress towards FTAAP, 

the average applied tariff rate in industrialised economies as a group was reduced only less 

                                                           
1
 This fact can also be seen in the Asian Development Bank voting share, where the US (a non-region member) 

and Japan have the biggest voting share in the Bank. 
2
 Due to its consensus decision making process as well as none interference policy (called as “ASEAN way”), 

ASEAN is seen as an institutional failure by western standard. Nonetheless, despite its weakness, it has been 

able to assume centrality and “glue” role in East Asia regional architecture. 
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than 50%, from 7.0% in 1996 to 3.9% in 2008. In addition, around 40% of entering imports is 

still not duty free (DFAT Australia, 2010). The failure of industrialised countries in meeting 

Bogor Goals target, 15 years after it was agreed, is a sign of failing APEC FTAAP. 

Second, APEC member economies are very diverse in terms of economic development stage, 

thus lead to difficulty in reaching consensus. Furthermore, the consensus decision making 

system in APEC has led to slow or incremental improvement overtime, rather than a major 

and immediate change. The Compromises which are resulted from this diverse group, from 

the US point of view, will make the US legislator be unsupportive towards the “low-

standard” APEC FTA since the benefit that the US might get from this FTAAP will not be 

very significant
3
.  

Third is lack of institutional stability. The stability among APEC member economies is quite 

fragile, while the quality of the strength, stability, and political homogeneity of member states 

are the key factors for a strong and stable regional institution. If member states strongly 

disagree on domestic economic and political governance, then a sound regional institution is 

quite unlikely to be established (Powers & Goertz, 2011). It is clearly the case for APEC FTA 

(FTAAP) to some extent. For example, the disagreement between the US and China over the 

role of State Own Enterprises (SOEs) in economy has prevented the negotiation to achieve a 

more liberal economic policies. The political tension, such as border tension, between Japan 

and China has affected further economic partnership, such as the stalled ASEAN+3 FTA. 

Further growth of Chiang Mai Initiative Multilateralism (CMIM), which is the foundation for 

regional financial integration in East Asia, is also stalled due to disagreement between Japan 

                                                           
3
 On the contrary, US Senate seems to support TPP, a high-standard and comprehensive” trade agreement, as 

Senate Finance Committee Chairman Max Baucus said, "The Trans-Pacific Partnership represents a 

tremendous opportunity to tie together and expand trade among some of the most dynamic economies in the 

world. By working together to finish negotiations and reach a deal on TPP that works for American businesses, 

farmers and ranchers, we can boost U.S. exports and create the jobs we need here at home."  (Source: 

http://www.finance.senate.gov/newsroom/chairman/release/?id=1adc9b1f-15c0-4733-b198-b0cf0310b52b; 

accessed January 22
nd

 2013). 

http://www.finance.senate.gov/newsroom/chairman/release/?id=1adc9b1f-15c0-4733-b198-b0cf0310b52b
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and China over who will have higher voting power share, among other reasons. In short, it 

seems that as long as the ‘competing’ China and Japan are in the same forum, such as APEC, 

a more stable institutional regional arrangement is quite difficult to achieve. 

Attempt to establish a common value-based regional institution was done by Japan 

previously. Japan tried to promote the notion of universal values, such as open, inclusive, 

transparent, and externally oriented regionalism, to tie the East Asian countries; nonetheless, 

this notion was short-lived (Sohn, 2010). The long-lasting tension between the major powers 

in Asia Pacific region will only make APEC as an influence or leadership contest; while 

without true leadership, an established regional economic integration mechanism will be very 

difficult to achieve. Thus, common vision or idea is needed in East Asia regional architecture, 

rather than a hegemonic-military power exercise (Nabers, 2010). 

Finally, on the other hand, from TPP point of view, TPP has almost the opposite of APEC’s 

weaknesses. The economic development stage is more equal among TPP member countries. 

The ideological aspect is also quite convergent which make the institution is more stable than 

APEC. The coverage of the trade agreement is also wider; and most importantly, TPP is 

expected to boost annual income gains of $295 billion globally and $78 billion for the US; an 

economic boost that is greater than a completed Doha round at the WTO (English, 2012). 

This is a compelling reason for the US to give more support to TPP negotiation than APEC 

FTAAP. 

As the conclusion, indeed, TPP is the logical consequence, especially from US perspective, 

of the failing APEC. 
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The debate which follows 

Aside from arguments above, there are also several reasons to argue that TPP is not the 

consequences of failing APEC. 

First, it is true that the progress towards FTAAP if quite slow, nonetheless, there has been 

notable progress since the FTAAP target was formulated. Even though the targets for 

industrialised or developed economies were not achieved in 2010, the reduction in import 

tariff does exist. The non-tariff barriers have also been substantially reduced across APEC 

economies, which most of them are consistent with WTO measures (APEC Secretariat, 

2013). Furthermore, there are many working groups and special task groups that have been 

set-up which result work-able policies in reducing barriers to trade, harmonizing custom 

procedures, improving food and energy security, facilitating faster cross border travel (such 

as by APEC Business Card Travellers), and many other progress. Thus, moving forward, 

what APEC needs is a stronger monitoring procedure to make sure that FTAAP targets can 

be achieved by 2020. 

Secondly, regarding TPP, TPP is not substitution of APEC; rather, it is a complementary to 

APEC FTAAP. TPP was meant to create a “high-standard” FTA among its member 

countries. The trade agreement in TPP also includes many issues which are still a challenge 

in many APEC economies, such as IPR, government procurement, and environmental 

standard. Thus in regards to China, another major player in Asia for instance, it is believed 

that the establishment of TPP will not create tension with China, as China itself fully 

understand that it is quite difficult for China to conform to TPP “high” standards. 

Nonetheless, two arguments above are not quite valid as the slow progress in 19 years-time 

signals the half-hearted efforts from APEC member economies as well as the inefficient 

voluntary commitment system within APEC. Furthermore, the fact that TPP is a “high-
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standards” trade agreement strongly pushed by the US (with a quite similar member to APEC 

member economies) confirms that the US is actually ‘frustrated’ with APEC progress. Thus, 

the US believes that it needs a more ”beneficial” FTA in Asia Pacific, which happens to be 

TPP. 

Is APEC relevance fading due to TPP? 

The following question that is worth asking is whether APEC will stay relevant despite the 

emergence of TPP? This paper argues that APEC relevance’s, especially from the US 

perspective, will not fade due to several reasons. 

First, the US has many interests, not only in economy, in Asia. In November 2011, when 

President Obama attended the 6
th

 East Asia Summit in Bali, it was perceived as the starting 

point of ‘back to Asia’ US foreign policy. Since 2001, the US engagement in Asia has been 

focusing on counterterrorism efforts in Pakistan and Afghanistan as well as war in Iraq, 

which worsen US image in many Asian countries while at the same time the strategic 

partnership efforts with other Asian countries was also rather left behind. This ‘back to Asia’ 

policy follows the improvement between US and China relationship through China’s 

president visit to the US in January 2011, after many hostilities from China towards its 

neighbours (South China Sea, East China Sea (Senkaku Island) with Japan; and in Korea 

peninsula) in 2010 which have set US and China relationship apart (Paal, 2012). 

Even though the US economic interest in Asia might be fulfilled by the TPP alone, US will 

still need APEC because APEC and East Asia Summit are the only forum in Asia where the 

US can be on the same room with China, thus APEC is very important for US diplomatic 

engagement with the rising China. It is believed that if the US gives less presence in Asia, 

then the pre-eminence of China in Asia is the most likely scenario. As an example, 
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Australia’s APEC initiative was endorsed by the US in 1990 because US fear of Asian-only 

economic bloc or the potential dominance of communist china in the region (Baldwin, 2012). 

Second, the nature of TPP (a “high-standard and comprehensive” FTA) is most likely will 

exclude China. Nonetheless, the US still need cooperation in economic activity with China as 

China is the Asia economic power house. China’s 1.3 billion size market with a growing 

middle class is a prospective market for US consumption products. 

Third, due to concern on the rise of China, other Asian countries are more comfortable with a 

stronger US presence in Asia (Acharya, 2010); thus, other Asian countries, including those 

who already in TPP will also favour more US involvement in Asia through APEC forum. The 

concern over China can also be reflected from the preference of Japan, Singapore and 

Indonesia towards ASEAN+6 to balance China’s dominance in the region by including major 

global power and US allies, rather than the ASEAN+3 as proposed by China (Goh, 2011). 

The competition between Japan and China which make ASEAN as the battle field (Sohn, 

2010) needs a balancing power. Nonetheless, the ASEAN+6 (or East Asia Summit) which 

Japan proposed has not been as institutionalized as ASEAN+3. That is why APEC is the right 

venue as it also includes the US. 

Fourth, as the opinion leader or the global governance leader from or in Asia is still yet 

emerge, nor China, Japan, or India play the role; thus, the centrality of ASEAN as an 

organization which can embrace other Asian power in one group become more and more 

important (Acharya, 2011); thus the US need to pay more attention to ASEAN, one way is 

through greater involvement in East Asia, and to some extent APEC. 

These are several reasons why APEC relevance will not fade despite TPP’s emergence. The 

question left is how about China, does China prefer FTAAP be abandoned and Asian 

countries should focus only on ASEAN+3 (where US is excluded)?  The answer to the 
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question seems that Chinese government prefer ASEAN+3 regionalism arrangements, as they 

see it as an unavoidable stage in Asian regionalism. Nonetheless, Chinese government never 

challenge openly other initiatives, such as the ASEAN+6, East Asia Summit, or the APEC 

FTA (Wan, 2010). Yet, clear enough, China indeed wants to have a bigger sphere of 

influence in Asia. 

Conclusion 

There are growing number of regional economic arrangements in Asia and the Pacific region, 

where the membership between one arrangement has been overlapping with other 

arrangements, such as between APEC FTAAP and TPP, which trigger a question whether a 

newer initiative is the alternative to the failing previous alternatives. This paper argued that 

TPP is indeed a consequence of failing APEC. Nonetheless, the US (as well as several Asian 

countries) will keep ‘APEC boat’ afloat due to diplomatic and security consideration, even 

though the economic benefit is quite marginal. To conclude, this paper suggests that East 

Asian countries should minimize any political conflicts, which have deterred greater 

economic integration in the region, so that they can fully harness the benefit of regional 

economic integration together. 
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