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COMMENTARY By DR. DHANPAUL NARINE

Dr. Dhanpaul Narine

India and APEC: 

Prime Minister Naren-
dra Modi has been making 
the right statements that 
might make this possible. 
In welcoming the Chinese 
President Mr. Xi Jinping 
to India Mr Modi outlined 
the special chemistry that 
exists between both coun-
tries. He said, ‘ India and 
China are bound by histo-
ry, connected by culture 
and inspired by rich tra-
ditions. Together they can 
create a bright future for 
the entire mankind.’ If this 
is a sales pitch or a form 
of ‘Modinomics’ it caught 
the attention of the inter-
national community. Mr 
Modi continued by saying 
that India and China can 
‘ script history and make 
a better tomorrow for all 
mankind.’

The demography sug-
gests that the two coun-
tries have the capacity to 
be the giant tigers of Asia. 
They comprise over one-
third of the world’s popu-
lation and economists and 
planners forecast that co-
operation between India 
and China could open new 
frontiers and qualitative-
ly benefi t their peoples. 
There is no doubt that it 
makes economic sense to 
cooperate and having In-
dia as a player and partner 
is undoubtedly a bonus.

But India’s partici-
pation in the economic 
life in the region is not 
as straightforward as it 
seems. India has tried 
since 1993 to join a pow-
erful economic club and 
has found itself shut out. 
This club is APEC, or 
Asia Pacifi c Economic 
Cooperation. The function 
of APEC is to promote 
economic development 
among its members and it 
is so powerful that it cur-
rently accounts for around 
60 percent of the global 
GDP. There are 21 mem-
bers of APEC as follows: 
Australia, Brunei, Can-
ada, Chile, China, Hong 
Kong, Indonesia, Japan, 
South Korea, Malaysia, 
Mexico, New Zealand, 
Papua New Guinea, Peru, 
the Philippines, Russia, 
Singapore, Chinese Tai-
pei, Thailand, the United 
States and Vietnam.

As we can see these 
are some of the world’s 
most powerful economies 

but India is still to get on 
the bus! India’s member-
ship will bring benefi ts 
but its entry is not a fore-
gone conclusion. What 
has prevented India from 
acceding to membership 
in the past? The fi rst rea-
son is geography. It was 
argued that India does not 
border the Pacifi c Rim 
while the other members 
do. The other reason re-
lates to India’s internal 
economic structure. India 
levied high custom du-
ties on imports. This went 
against the ethos of free 

trade which is the motto 
of APEC. India’s policies 
on subsidies were over-
regulated. As a result its 
protectionist and inward 
looking economic agen-
da did not sit well with 
APEC.

But there were other 
reasons as well. As far 
as geopolitics were con-
cerned India’s  relations 
with China and the United 
States were not good in 
the nineties. It was sug-
gested that they blocked 
India’s entry to APEC at 
that time. There was the 
feeling by the US that 
Indian entry would ‘slow 
down the process of mov-
ing toward greater trade 
facilitation and liberaliza-
tion.’ A bureaucratic sys-
tem in India in which pa-
perwork hampered quick 
decision-making and In-
dia’s political system that 
centered on populism to 
get votes were also seen 
as impediments.

But times have 
changed. The nineties 
have given way to new 

politics and policies 
and a willingness to in-
clude India as a member 
in the club. India has in 
Mr. Modi a leader that is 
willing to make internal 
reforms to accommodate 
change and the United 
States and China are also 
making the right state-
ments that may pave the 
way for India’s inclusion. 
The arguments in favor 
of India make good eco-
nomic sense.  There is lit-
tle doubt that Free Trade 
Agreements will benefi t 
India and APEC as well. 
They can lead to cheaper 
labor costs and encourage 
greater effi ciency. Global 
growth will ultimately be 

increased.
It is argued that India 

has made economic re-
forms to accommodate 
its entry to APEC. Its 
economic liberalization 
program has included a 
‘Look East’ policy and it 
has signed trade agree-
ments with Malaysia, 
Singapore, South Korea, 
Japan, and Thailand. In 
addition, a Comprehen-
sive Economic Coopera-
tion Agreement (CECA) 
with Australia was also 
signed. The benefi t of 
these programs is that it 
could lead to economic 
liberalization and foster 
integration into the global 
supply chains.

India has found sup-
porters in a number of 
distinguished persons to 
press its case. The former 
Australian Prime Minister 
Kevin Rudd is a passion-
ate advocate for India’s 
entry into APEC. Mr. 
Rudd is a suave diplomat 
who is widely respect-
ed and he speaks fl uent 
Mandarin as well. As 

President of the Asia Pol-
icy Institute in New York 
Mr. Rudd exerts consid-
erable infl uence. In July 
2015 the Institute met to 
discuss India and APEC 
and the deliberations were 
far-reaching.

Mr. Rudd said that, 
‘ the simple size of the 
Indian economy speaks 
volumes to the rest of the 
world.’ He pointed out 
that APEC member econ-
omies comprise 40 per-
cent of the world’s pop-
ulation and 60 percent of 
global GDP. If India joins 
APEC it would be the 
fourth largest economy in 
the club. India has 40 per-
cent of its trade already 

with APEC 
countries and 
has trade agree-
ments with 17 APEC 
members. What is equally 
important is that Mr. Modi 
wants trade exports to be 
doubled by 2020. Mr. 
Rudd thinks that India and 
APEC ‘is a match made 
in heaven. You have the 
aspirations of the Indian 
Prime Minister and gov-
ernment to power the cre-
ation of 100 million new 
jobs and at the same time 
we have India not fully 
participating in APEC. 
What we should realize 
is that APEC creates a 
culture of trade liberaliza-
tion and trade facilitation 
across vastly different 
economies and since it’s 
a nuts and bolts organiza-
tion it understands what 
happens above and be-
yond tariff liberalization.’

Mr. Ajay Banga is 
president and CEO of 
Mastercard Worldwide 
and Chairman of the 
US-India Business Coun-
cil. He said that India’s 

transformation has cap-
tured the attention and 
imagination of the world. 
Its credit rating is up and 
so is investment and India 
has become more engaged 
at the international level.

The goods and services 
tax looks likely to pass.  
Mr Modi has met with 
important world leaders 
since taking offi ce. ‘He is 
presiding over a diploma-
cy that is unprecedented. 
India and US engagement 
is in a far better trajecto-
ry. The diplomatic and 
economic tailwinds have 
rekindled the conversa-
tion about India’s entry 
into APEC,’ according to 
Mr. Banga. He added that 
India’s entry into APEC 
would defi nitely benefi t 
businesses in Asia and 
across the world. The US 
too would benefi t as it will 
help to create openness. 
India wants to create one 
million jobs a month to 
integrate into the global 
supply chain. The labor 
force that will result can 
benefi t all members since 
they will have market ac-
cess. As consumption and 
demand soar internation-
al business in APEC will 
also increase.

Ambassador Shyam 
Saran, former Foreign 
Secretary of India, said 
that India is keenly inter-
ested to be in APEC and 
that it has taken it up at 
the highest level. Pres-
ident Obama and Mr. 
Modi spoke about it and 
Mr. Obama has pledged 
his support for India’s 
membership. Alyssa 
Ayres from the Council 
on Foreign Relations said 
that the US would benefi t 
from India in APEC. The 
US and India are working 
at the very highest level 
to create more opportuni-
ties and as part of a joint 
strategic vision we have 
an Act East Policy. Fred 
Bergsten argues that if 
India were to be included 
in APEC it would be ‘the 
single biggest benefi ciary 
in the agreement and our 
numbers suggest that In-
dian exports could expand 
by about $500 billion per 
year by 2025. This would 

expand the Indian econo-
my by $200 billion.’ He 
called on the US to help 
the process.

The comments from 
Delhi were also in support 
of India’s admission to 
APEC. There is the view 
that India should focus 
on improving standards 
in its industries. This was 
reinforced by some of the 
other speakers who said 
that Mr. Modi has taken 
an aggressive stand on 
the exchange of ideas and 
that India wants to stand 
up and be counted. One 
suggestion is that while 
there are moves to get In-
dia into APEC there are 
reforms that are still to be 
undertaken within India 
to smoothen the process. 
One such is its taxation 
structure that needs to be 
better streamlined.

The view from some 
in Delhi is that India is a 
complex and diffi cult de-
mocracy and while India 
is committed to a high 
growth rate one of the 
drivers of this growth has 
to be domestic demand. 
The internal sector is as 
important as the external. 
But APEC should bear in 
mind that India may not 
be able to move as fast 
as the other countries de-
mand. Another policy 
suggestion is that Indians 
at home need to be sensi-
tized as to why APEC is 
important to their coun-
try. In addition, it would 
be helpful if India were to 
attend the Beijing meeting 
next year.

Mr. Rudd in his sum-
mary said that APEC has 
become a regional best 
practice institution against 
regulatory reform. It has 
created technical mecha-
nisms to deal with behind 
the border impediments. 
India is in a new mode of 
liberalization and interna-
tional engagement and a 
positive energy from Mr. 
Modi is sending the right 
signals that India wants to 
play a constructive role in 
APEC.  In other words it 
is time for India to get on 
the bus!

Smart economics suggests that India should 
be a member of APEC. When India does 

well the world benefi ts.

Time to Get on the Bus!

The views expressed in this column 
are solely those of the writer and do 
not necessarily represent the views 
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Rudd, former Prime Minister of Austra-
lia. Mr. Rudd is President of the Asia 
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cate of India’s membership to APEC.


