
   
 

 

Overview 

Cross-border electricity trade has been shown to have many benefits including, lower prices (Chang and 

Leifei 2013), reduced energy poverty and (depending on the generation type) lower emissions. Multilateral public 

institutions, most notably the Assotiation of South-East Asian Nations (ASEAN), have been attempting to increase 

cross-border electricity trade for over two decades with slow progress to date (Halawa et al., 2018). Over two-thirds 

of forecast global electricity growth from 2017-2040 is centred in the Asia-Pacific (IEA, 2018). This projected 

future electricity growth presents a significant opportunity to increase cross-border electricity trade, however, little 

governance exists to facilitate it within the region (Nakhooda, 2011, Van de Graaf and Colgan, 2016). There are a 

range of existing market failures which mean the optimal level of cross-border electricity trade is unlikely to be 

achieved in the absence of governance interventions to overcome them (Gillingham and Sweeney, 2010). These 

include uncompetitive markets, environmental and national security externalities, information market failures, credit 

constraints, coordination failures, regulatory failures, policy-induced distortions, and network externalities. This 

paper provides a detailed account of these market failures and how they relate to cross-border electricity trade. It 

will also provide an accessible overview of the function of multilateral public institutions in the electricity sector 

within the region. This includes international energy organisations, for example, the International Renewable Energy 

Agency (IRENA), regional intergovernmental organisations, for example ASEAN, and multilateral development 

banks, for example, the Asian Development Bank (ADB).  The paper concludes by suggesting which of these public 

multilateral institutions (if any) are best suited to addressing these market failures relating to cross-border electricity 

trade.   

Methods 

 

The paper utilises qualitative research methods, primarily literature review and in-depth interviews to map current 

governance of cross-border electricity trade in the Asia-Pacific. Detailed analysis of the existing roles of multilateral 

institutions working to facilitate increased cross-border electricity trade will be undertaken. A review of existing 

literature of market failures in the electricity sector will be carried out and extended to consider which failures are 

most relevant to cross-border electricity trade. A series of in-depth interviews with existing and previous staff of the 

multilateral public institutions analysed will be conducted to provide insight into their current operational responses 

to cross-border electricity trade in more detail than is publicly available. Interviewees will also be asked to provide 

their insights regarding opportunities to expand or contract the existing engagement of these institutions in this area, 

and the potential need for new multilateral organisations to more effectively govern dimensions of cross-border 

electricity trade. 

Results 

The paper provides an overview of market failures impeding cross-border electricity trade in the Asia-Pacific and 

the role public multilateral institutions can play in overcoming these failures. It is expected that public multilateral 

institutions will be found to play some important roles in facilitating cross-border electricity trade in the 

Asia-Pacific, but that some market failures are best addressed by national governments. This paper analyses how 

different public multilateral institutions are suited to addressing different aspects of market failures, and in some 

instances may not be effective actors in facilitating cross-border electricity trade.  
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Conclusions 

With improved governance, there is potential for a significant expansion of cross-border electricity trade in the 

Asia-Pacific region over coming decades. ASEAN continues to progress its Asian Power Grid and a number of 

private sector developments have also been proposed (Melta et al. 2017). Despite this, there are a number of existing 

market failures, some of which require coordinated intervention by multilateral public institutions working within 

the electricity sector to be overcome. Our analysis identifies these market failures and describes how they are 

impacting cross-border electricity trade in the region. It will also undertake a detailed examination of multilateral 

public institutions working in the electricity sector and explore which of these failures (if any) these institutions are 

equipped to overcome. 
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