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FOREWORD

As we draw to the end of 2015 and the date of completion of the ASEAN
Economic Community (AEC), there is a lot of analysis regarding what
happens post 2015. Most analysis involve a review of the achievements
and progress measured against the AEC Blueprint and then make
recommendations on the way forward. Most of the recommendations are
made up of completing the unfinished business of AEC 2015 and then go
on to outline how to widen and deepen AEC 2015 so ASEAN can be an
integrated production base and market. Only a few try to understand the
root causes of the slower than desired progress towards this end goal. This
book fills the gap by exploring how domestic conflicts at the level of each
ASEAN country have impacted on each country’s AEC commitments.
Therefore, the editors of this volume and ISEAS-Yusof Ishak Institute
should be congratulated on choosing such a topic in a timely way. This
publication is a very welcome publication because it attempts to get at
the root causes of domestic constraints on the commitments that each
ASEAN economy can make. Despite the acceptance of the vision at the
very top level and the long-term process of development in ASEAN, it is
a fact that the lack of appreciation for the ASEAN process in a country
and that the benefits are not directly felt in the country, means that there
has been lack of support domestically. Furthermore, despite the fact that
the AEC has four pillars including an equitable ASEAN, there is not much
in terms of commitments and concrete actions in this pillar. Most of the
AEC commitments and actions have been in the first pillar of a single
production base and market, which involves liberalization and facilitation.
In 2011 when Indonesia was the Chair of ASEAN, it was recognized
that without strengthening of the equitable pillar it would be hard to have
the confidence to progress on the first pillar and other pillars related to
a competitive ASEAN and the way ASEAN engages externally. Without
addressing the inequitable development due to economic integration
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within and between ASEAN countries, it was difficult to get more support
to speed up opening up and integration. At the time it was thought that
part of the answer to addressing the imbalances within and between
countries was infrastructure, and the ASEAN Infrastructure Fund came
about, as well as attempts to address the financial inclusion agenda.
However, concrete actions have not really come through on this count
with the exception of attempts to create funding for infrastructure such as
the ASEAN Infrastructure Fund, whose effectiveness is still to be tested.

Given the more recent developments with the push back against
globalization playing out in many countries, not just in ASEAN, the
reality is that without domestic support and buy in, it would be difficult
to move forward on greater opening up. More importantly, the situation
has changed in most of the ASEAN countries with democracy and greater
transparency, so that as one of the themes emphasized in the book, state-
led economic integration with limited ownership of domestic stakeholders
can no longer be the norm.

The papers in this volume will help us better understand the domestic
issues faced by each country and will hopefully be useful as to how to best
ensure that the AEC vision beyond 2015 will be able to be delivered with
greater ownership by the people of ASEAN. As indicated in the papers
in this volume, this is not an easy task but we should not be discouraged.
Greater understanding of the issues is still better than pretending that
we can go on with the task of greater regional integration without more
collective domestic support.

The papers show that the nature and type of domestic conflicts vary
between the ASEAN countries depending on the economic structure of
the country, the degree of openness and its long-term development goals.
The nature of the conflicts also range from the broad macro level to the
micro level of firm level and public perceptions of the net benefits or costs
of economic integration.

The various types of domestic conflicts, which emerge from these
country studies, are not surprising. The various conflicts include firstly
sectoral vested interests and interests of sectors dominated by certain state-
owned companies. There is also the expected conflict between losers and
gainers from any opening up and economic integration.

Secondly “water” in the commitments or that unilateral liberalization
policy is much more open than the offered regional AEC commitments
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is the reality of negotiation processes. Negotiators are not going to give
too much away in terms of binding commitments if they are negotiating
bilaterally and multilaterally. In a way this is a good example of the
importance of making progress on multilateral commitments to frame
and ensure progress on commitments under preferential agreements.
The Agreement on the Framework on Services is basically GATS plus
which is based on the Uruguay Round of negotiations, which ended in
1994. With no movement on services negotiations multilaterally, WTO
plus still means GATS plus and not much more binding commitments
are forthcoming.

Thirdly is the lack of internal consultation process with all
stakeholders. While this varies between countries, the reasons for lack
of wide consultations often have to do with the limitations on the
number and representation of stakeholders, and lack of transparency
in the consultancy process. There is also a seemingly glaring outcome
that the low utilization of the lower tariff under CEPT in surveys, show
that firms and the wider public do not have a good understanding of
the benefits of the AEC.

The findings of the chapters of this book are not new, but should make
us ponder about what needs to be done to ensure there is confidence
to move forward with the AEC beyond 2015. This book also provides
recommendations to address these domestic sources of conflict such as
aligning domestic policies with liberalization commitments, broaden
stakeholder consultations, better public education and dissemination, and
assistance/training programmes to mitigate any negative impact from
liberalization.

In conclusion, I hope that many policymakers and the wider public
will read this book and find it useful to explore how the recommendations
can be enacted upon in each ASEAN country. Because without addressing
these domestic conflicts, there will be no confidence to realize the current
AEC 2015 Blueprint, let alone think of AEC 2015 and beyond.

Dr Mari Pangestu

Professor of International Economics, Faculty of Economics,
University of Indonesia

Minister for Trade, Indonesia (2004-11)

Minister for Tourism and Creative Economy, Indonesia (2011-14)






PREFACE

As ASEAN reached its milestone of December 2015, there is immense
debate on the state of regional integration. While member countries
have made commitments to the regional goals and targets of an ASEAN
Economic Community (AEC), they continue to face hurdles in the effective
implementation of their commitments in their respective domestic
economies. This slows down the entire process of ASEAN Community-
Building, thereby limiting the realization of the full potential of the ASEAN
Leaders’ vision, envisaged in 1997, of “a stable, prosperous and highly
competitive ASEAN economic region in which there is a free flow of
goods, services, investment and freer flow of capital, equitable economic
development and reduced poverty and socioeconomic disparities”.

Given this scenario, we thought it is important and useful to
undertake a study that can illuminate the academics, policymakers
and ordinary citizens on implementation issues in member countries.
Our reading of the literature and discussions with fellow researchers
and domestic stakeholders in different countries led us to conjecture
that domestic conflict may be an important source of implementation
problems. We found that these domestic conflicts can take several forms
in ASEAN countries ranging from macro-level policy-making to firm-
level perception of winners and losers from the establishment of AEC.
As ASEAN members are very different from each other, the nature of
domestic conflicts also varies depending on the economic structure of
the country, its stage of development, degree of openness to the global
economy and its development goals and priorities. It is important to
understand the nature of conflict and identify the winners and losers so
that the member economies can formulate appropriate domestic policies
for deeper economic integration in ASEAN beyond 2015.



Xii Preface

In order to meet the objective of the study, we gathered Southeast Asian
experts to discuss about six selected countries of ASEAN — Indonesia,
Malaysia, the Philippines, Singapore, Thailand and Vietnam. We also
thought it is important to incorporate some discussions at the regional
level to foster an understanding of the overall perspective and how it is
determined as this will provide a backdrop to the country studies.

It should be noted that part of this book volume is already published
as a journal issue — Journal of Southeast Asian Economies (JSEAE), vol. 32,
no. 2. Special Focus on “Moving the AEC Beyond 2015: Managing Domestic
Consensus for Community-Building” — in August 2015. The articles of the
journal issue and a few more constitute this volume’s chapters. It begins
with an overview chapter that covers the literature on regionalism, an
evaluation on the state of AEC and summarizes important observations
from the subsequent chapters. The chapter concludes with a summary
of the recommendations made in the regional and country chapters of
the book. The introductory chapter is followed by a regional chapter and
six country chapters by experts both on regional integration and country
economic studies.

We hope this book will help ASEAN stakeholders and other interested
public members in understanding the current state of AEC and domestic
conflicts arising out of it. We hope that the policy recommendations can
provide food for thought for policymakers in the region.
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