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REPORT 
CTI 12 2018A 

 
Workshop on Trade and Investment Inter-dependencies in Global Value Chains (GVCs): Are 

Policy Frameworks for Trade and Investment, such as Trade and Investment Agreements 
keeping apace? 

 
Vina del Mar, 9-10 May 2019 

 
It is clear that Global Value Chains (GVCs) play a prominent role in the international 
production system of all APEC economies. The evolution of GVCs has become an important 
initiative for APEC as an effort to the goal of supporting both regional economic integration 
as well as sustainable and inclusive growth and prosperity in the Asia Pacific – Region.  
 
In addition, GVCs have bolstered the inter-dependencies between trade and investment and 
enhanced their complementary effects. Yet, the patterns, levels of correlation and channels 
through which this relationship works are still not fully understood, and thus are to a certain 
degree not taken into account in policy reform efforts, such as trade policy and 
liberalization. This is noticeable in the international regime, where trade and investment 
rules are sometimes perceived to be insufficiently comprehensive or inter-linked to address 
the reality of production models pursuing joint trade and investment strategies. 
 
In this context, Chile held on the 9-10 of May, within the margins of the SOM 2 meeting, the 
APEC Workshop on Trade and Investment Inter-dependencies in Global Value Chains (GVCs): 
Are Policy Frameworks for Trade and Investment, such as Trade and Investment Agreements 
keeping apace? 
 
The latter was an APEC funded project and was organized with the support of other APEC 
economies, such as the United States and China, as well as the OECD and other international 
organizations, like the World Bank Group and the United Nations Economic Commission for 
Latin America and the Caribbean. 
 
The workshop was attended by close to 50 people from 17 of the 21 APEC Economies as well 
as experts from international organizations (OECD, World Bank and ECLAC), think tanks 
(Brooking Institution and the International Trade Center), academia (The University of 
International Business and Economics (UIBE - China), Universidad de La Frontera (Chile) and 
Universidad Catolica de Valparaiso (Chile), and the private sector. 
 
The workshop main objective was to improve the understanding of how companies combine 
trade, in the most comprehensive manner, taking into consideration issues relating to trade 
in intermediate goods and TiVA, and investment with other cross border activities in GVCs, 
with a view to enhance the design of trade and investment policies that can be applied to 
enhance future trade negotiations within APEC. The latter, with a view of producing an 
APEC/OECD checklist on trade and investment policies for the next generation of GVCs (or 
checklist of GVCs-friendly provisions in trade and investment agreements). 
 
The workshop was structured on 4 modules: Trade beyond the traditional concept; Modern 
corporate strategies in GVCs (Trade and Investment disciplines in the concept of changing 
business models’ comprehensive approaches to trade and investment policy); APEC/OECD 
checklist of GVCs friendly provisions in trade and investment policy frameworks; and, 
Further reflections on modern elements for GVCs. 
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Module 1: Trade beyond the traditional concept 
 
This module focused on issues such as the measurement of GVCs through trade in value 
added (TiVA) within the APEC region and its implication for trade policy, specifically in terms 
of the efforts made by APEC economies to develop an APEC TiVA database as part of the 
implementation of one of the workstreams of the APEC Strategic Blueprint for Promoting 
Global Value Chains Development.  
 
Another issue that this panel focused on was the digital economy and how the latter could 
create trade opportunities, describing the characteristics and taxonomy of what is known as 
the 4th industrial revolution and industry 4.0, its implications for GVCs and how to create 
value within this new paradigm, as well as the implications for trade policy within the GVC 
framework. 
 
The final focus of this panel was related to sustainable and inclusive value chains, where the 
idea of how GVCs can create opportunities for global trade to become more sustainable and 
inclusive, given by the demands not only by the final consumer but also by the intermediate 
consumer, in order to guarantee traceability through the whole Chanel. Additionally, 
discussions also were directed how the issue of gender is related to GVCs from an e-
commerce perspective, and how e-commerce has become a tool towards a reduction of the 
gender gap and a greater engagement and inclusion of women entrepreneurs into GVCs. 
 
Module 2: Modern corporate strategies in CVCs:  
 
The main focus of this module was to discuss whether policy frameworks for trade and 
investment, such as trade and investment agreements keeping apace? The latter within the 
framework of trade and investment disciplines in the context of changing business models’ 
comprehensive approaches to trade and investment policy. 
 
In this context, it was expressed that GVCs are also the consequence of investment decisions 
and that lead firms in GVCs are often multinational enterprises (MNEs). Thus, indicates that 
trade and investment are in a more complex relationship, and consequently, new work has 
to emphasize the complementarity between these two elements. This in consideration of 
new realities, such as globalization slowdown, bringing with it a slowdown in trade and 
investment related to shifting strategies of firms. Additionally, the digital economy and 
changes in firm strategies, mostly driven by digital transformations, and policies that add 
new restrictions based on specific concerns like security, trade imbalances, etc. Finally, 
inclusive growth, where impact of trade and investment on workers depends on strategies 
of MNEs and interdependencies between trade and investment. 
 
The latter leave the following questions: what is the purpose of comprehensive trade and 
investment agreements? What are the new policy tools needed to take into account trade 
and investment interdependencies in GVCs? What does “deep integration” mean? Should 
policies be ‘neutral’ with respect to firm strategies? And how to address strategic 
partnerships? 
 
Another point expressed was that it should also be takin into consideration that APEC 
members differ widely in their development levels, economic and demographic size, 
institutional settings, and so on. Some are deeply integrated in global and regional 
production networks, while others are not. GVCs mean different things for an industrial 
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powerhouse like Korea and for a commodity exporter like Chile. Therefore, caution is 
advised against trying to craft overly prescriptive, “one size fits all” GVCs frameworks. Those 
frameworks must be flexible enough to reflect local capabilities and priorities.  
 
Additionally, the changes in technology and business models brought about by the fourth 
industrial revolution are so disruptive that we can only guess what the GVCs of the future 
will look like. So, when we are discussing the best policy frameworks we are aiming at a 
moving target, which means we should be very humble in terms of what can be achieve. 
 
Module 3. APEC/OECD Check list of GVCs friendly provision in trade and investment policy 
frameworks. 
 
In order to develop a Checklist, prior to the workshop, the Chilean GVC Division, with the 
assistance of the OECD Investment Division of the Directorate for Financial and Enterprise 
Affairs, circulated, between APEC economies, a questionnaire regarding possible areas that a 
future “APEC/OECD Check list of GVCs friendly provision in trade and investment policy 
frameworks” should cover and the main issues that it should address. 
 
After receiving feedback to the questionnaire from different member economies, the 
organizers tabulated the results and presented the outcomes during the workshop for 
preliminary comments. In this context, it was agreed that a revision of the draft checklist is 
attached to this report for comments by CTI members, with a deadline for comments until 
the July 5th in order to be able to circulate a new version for endorsement prior to CTI 3, in 
august. 
 
Module 4. Further reflections on modern elements for GVCs. 
 
The fourth and final module of the workshop addressed the following issues: 
 

1. Trade in services and investment climate: where questions were raised in terms of 
GVCs in the digital era, specifically addressing new disruptive technologies, 
servitisation of trade in goods and mass customization regarding the movement of 
data. In this context, several questions were raised in terms of the need for a more 
consistent trade regime between goods and services, possible changes in customs 
valuation or rules of origin given the increase in servitisation, is an argument that 
trade in services is becoming more restrictive, and if so, should there be new 
initiative to liberalize trade in services? 
 

2. The digital economy: which spoke to the facts that the internet has changed the way 
we communicate and interact, modifying economic and industrial structures and 
thus transforming GVCs in terms of a significant reduction of costs considering 
coordination of supply chains; the development of means of manufacturing such as 
3D printing , IA and big data; the bridging of the gap between goods as services; and 
enabling global platforms as catalyzers for innovation and creativity.  
 

3. Inclusion of Women, Remote and Indigenous Communities into GVCs: the issues 
addressed were how the perception of FTAs have changed in economies like New 
Zealand, where there has been a consensus in the past regarding FTAs, but in the 
light of the recent CPTPP, the political scenario has changed. Thus, has brought 
about change where the main lessons learned through the inclusion, both of women 
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and indigenous communities, is that the support for trade and GVCs policies is 
fragile. it needs continual nurturing. Empirical evidence on the distribution of costs 
and benefits can cut through the rhetoric. Consultation needs to be seen as an 
investment, not as a transaction cost and what the authorities say matters in terms 
of addressing broader issues that are beyond mere export and import growth. 
 

4. Impact of GVCs on Developing Economies and SMEs: the focus of these discussions 
where related to how the surge of GVCs have disrupted global trading patterns and 
industry location, favoring in many senses developing economies and SMEs within 
the region, and also being responsible in part of a certain degree of 
deindustrialization in some economies, such as the US due to offshoring. Thus, 
provoking protectionist sentiments in the pursuit of relocating industries. However, 
it has been proven that even if reallocation did occur due to protectionist measures, 
the benefits would be offset by other factors such as higher prices to consumers, 
and therefore the best way to attract industries is through enhanced competitive 
advantages as well as trade adjustment programs.   
 

5. Policy Governance and GVCs: the module ended with a presentation specifically 
focused on how government policy can influence the formation and development of 
GVCs, thus analyzing the different policy options such as: lowering trade costs, 
lowering parries to trade in services, domestic subsidies, policies for inbound foreign 
direct investment, enforcement of contracts and the rule of law, or special economic 
zones. In this context, both the pros and cons where addressed, reaching the 
conclusion that there are no size fits all solution and positive results for the 
development of GVCs will depend on a certain mix of public policies in accordance to 
the economic and social reality of each economy. 
 

The workshop finalized with a brief wrap up sessions by the organizers, recognizing the 
valuable inputs provided by all speakers and participants. In regard to the APEC/OECD Check 
list of GVCs friendly provision in trade and investment policy frameworks, all attending 
economies where reminded of the following steps mentioned above in this report. 
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APEC CHECKLIST ON TRADE AND INVESTMENT POLICY FOR THE NEXT GENERATION OF 
GVCS 

I.- Background 

 During the APEC Workshop on Trade and Investment Inter-dependencies in 
Global Value Chains (GVCs): Are Policy Frameworks for Trade and Investment, such 
as Trade and Investment Agreements keeping apace? held on the 9-10 of May 2019, 
the development of a Check list of GVCs friendly provision in trade and investment 
policy frameworks was discussed. 
 
 In this context, and in order to develop the above mentioned Checklist, prior to 
the workshop, the Chilean GVC Division, with the assistance of the OECD Investment 
Division of the Directorate for Financial and Enterprise Affairs and the Trade and 
Agriculture Directorate, circulated among the participants from APEC economies a 
questionnaire regarding possible areas that a future Checklist should cover and the 
main issues that it should address. 
  
 After receiving feedback to the questionnaire from different member economies, 
the organizers tabulated the results and presented the outcomes during the 
workshop for preliminary comments. In this context, it was agreed that a revision of 
the preliminary checklist would be circulated for comments by the APEC Committee 
on Trade and Investment (CTI) members, in order to produce a consensus document 
to be endorsement by the Committee prior to it meeting during the Third APEC 
Senior Officials Meeting in August 2019. 

II. - Context 

Global Value Chains (GVCs) have sharpened the interdependencies between trade and 
foreign direct investment (FDI). 21st century business strategies employ trade and 
investment to organise the supply of inputs, to access knowledge and to provide services to 
consumers. Yet, the patterns and channels through which this relationship between trade 
and investment works are still not fully understood, and thus are to a certain degree not 
taken into account in policy reform efforts. 

New evidences suggest that trade and investment inter-dependency is widely prevalent, 
particularly in services and high-technology sectors. In the era of global production, trade 
and FDI are not parallel and independent models of internationalisation, but constitute 
mutually dependent activities to support international production, distribution and 
competitiveness.  

Strategies vary significantly across industries and between firms within the same 
industry. Some industries (e.g., food sector, banking) are highly intensive in FDI, whereas 
other value chains (e.g., automobiles, telecommunications equipment) rely more heavily on 
trade, and yet others (e.g., apparel and footwear, internet services) deploy trade and FDI 
with equal intensity. However, within the same industry, direct competitors can employ 
different combinations of trade and FDI.  
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In addition, changes in the digital economy and technological advances in production 
methods continue to influence international business strategies. Digitisation is increasing the 
international mobility of services without the need for local presence (establishment).  

Taking into account the complex and heterogeneous interlinkages observed in modern 
firm strategies, regulatory measures, barriers and distortions to trade and FDI have spill-over 
effects, magnifying costs and can potentially prevent firms from pursuing an optimal 
organisation of production networks. This suggests that policies related to trade and FDI 
cannot be pursued in isolation. A broader spectrum of policies also influence trade and 
investment performance and impacts. All these provide a strong rationale for policy 
consistency that could be translated in more comprehensive and deeper trade and 
investment agreements.  

III. - Objective of the Checklist on Trade and Investment Policy for the Next Generation of 
GVCs 

The Checklist consists in a series of questions that policymakers should ask themselves 
and during public consultations when they design trade and investment policies and when 
they negotiate comprehensive trade and investment agreements. The questions highlight 
key issues to be considered. As such, the Checklist is a guideline that APEC economies could 
use when they review their trade and investment policies or when they negotiate trade and 
investment agreements.  

There are no good or bad answers. The Checklist is designed having in mind policies that 
can maximise the benefits of GVCs and ensure a positive outcome for societies. But 
governments can aim at other economic and social objectives. The Checklist is a guideline 
provided for a self-assessment of policy options and should not be regarded as a normative 
instrument or a model for specific provisions in trade and investment agreements. 

The Checklist is based on a taxonomy of GVC-related provisions aimed at ensuring clarity 
and consistency across different measures adopted within Regional Trade Agreements (RTAs) 
and across other agreements, i.e. other Preferential Trade Agreements (PTAs), Bilateral 
Investment Treaties (BITs), Double Taxation Treaties (DTTs), etc. The taxonomy starts from 
core investment provisions that are typically included in such agreements. It then links these 
provisions to related measures in other policy areas (such as trade in goods, trade in services, 
movement of business persons, intellectual property rights, etc.) which are complementary 
and needed by multinational enterprises (MNEs) in order to operate across economies.  

To be more operational and to take into account the fact that trade and investment 
linkages in GVCs are mostly dealt with within trade and investment agreements, the 
Checklist refers to ‘agreements’ and ‘provisions’ in such agreements. But it remains useful 
for the assessment of domestic or unilateral trade and investment policies. Most questions 
are relevant for such policies and one can replace the expression ‘agreements’ by ‘policies’ 
or ‘provisions’ by ‘measures’ without altering the applicability of the Checklist. 

In the longer term, the Checklist could be regularly updated to reflect new practices and 
policies that were identified as successful. The improvement of the Checklist over time 
would then translate in a better guideline for governments to assess the consistency of their 
trade and investment policies. 
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IV. - Structure of the Checklist 
 

1. Comprehensive approaches to trade and investment policy 

a. Does the agreement effectively address barriers to operations of firms 
in global value chains?  

b. Are there specific trade and investment provisions that promote 
access to GVCs? 

 
c. Are all provisions needed for operations of firms in GVCs covered 

under the agreement framework (see Section IV)? 
 

d. Are there provisions addressing broader societal concerns, such as 
responsible business conduct and linkage of MNEs with SMEs? 

 
e. What steps is your economy taking in terms of investment 

facilitation? 
 

f. What measures are being taken to ensure trade and investment 
provisions cover all sectors of the economy? 

 
g. Do your trade agreements take into account impacts on regional 

integration? 
 
2. Addressing the needs of different firms in GVCs 

a. Are provisions liberalizing trade and investment adapted to different 
strategies addressing different ways that firms serve markets and 
organize supply chains? 
 

b. Are investment provisions dealing with the various modes of 
investment (e.g. greenfield vs. M&A, horizontal vs. vertical FDI, etc.)? 

 
c. Do agreements cover strategic partnerships and other non-equity-

based relationships between firms, such as licenses, franchising, 
contractual relationships, in addition to trade and investment? 

 
d. Are there specific provisions encouraging the participation of SMEs in 

GVCs? 
 

 
3. Consistent trade and investment provisions 

a. What steps are taken before and/or during the negotiation of the 
agreement to ensure consistency between trade and investment 
provisions and/or strengthening their complementarity? 
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b. How does the agreement deal with the overlap between Mode 3 
trade in services and investment in services? 

 
c. How is consistency achieved with similar provisions found in other 

trade and investment agreements? 
 

d. What steps should be taken to ensure regulatory consistency when 
negotiating trade and investment provisions? 

 
e. What steps are taken in order to address the issues of domestic 

regulations in services?  
 

V. - Understanding the importance of linkages between trade and investment policies 

Trade and investment agreements today not only address core trade disciplines on 
goods but also provisions on trade in services and investment. They also deal with a variety 
of other policy areas such as competition, intellectual property or regulatory co-operation. 
These agreements are intended to improve the business environment and maximise the 
benefits of trade and investment liberalisation for societies. The following provisions are 
potentially relevant: 

• Market access and national treatment for services  
• Cooperation on global and regional value chains 
• Temporary entry of business persons 
• E-commerce  
• Capital movement and exchange rates 
• Trade and investment facilitation 
• Enforcement of intellectual property rights 
• Anti-bribery and anti-corruption 
• Responsible business conduct (e.g. environment, labor, human rights) 
• Co-operation on competition 
• Regulatory co-operation 
• Harmonization and mutual recognition of standards 
• Transparency 
• Financial services (banking and insurance) 
• Commercial operations of SOEs 
• Licensing of professionals and recognition of qualifications 
• Rules of origin 

 

VI. - Other elements to take into account 

In implementing the checklist, APEC economies should also take into account: 

• The APEC non-binding Investment Principles  
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• Other domestic policies to spur productivity and value added, including attracting 
knowledge base assets 

• Strengthen policies that increase the positive impact on societies of trade and 
investment agreements 
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