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FOREWORD

ASEAN turns fifty this year. And there is cause for celebration. For a group
of countries that are so economically, politically and culturally varied, it
has achieved much over the five decades. To appreciate the strides made by
this regional grouping one has to explore ASEAN’s economic journey from
modest goals of a preferential trade agreement (PTA) in the 1970s through
the establishment of the ASEAN Free Trade Area (AFTA) in the 1990s, the
AEC Blueprint 2015 (AEC 2015) and AEC Blueprint 2025 (AEC 2025).

The ASEAN story reflects the grouping’s step-by-step confidence building
approach towards integration. This served the members well, allowing for
domestic adjustments even as it deepened its regional commitments, moving
from voluntary liberalization under the PTA, through the rules-based
ASEAN Trade in Goods Agreement (ATIGA) and services liberalization
under the ASEAN Framework Agreement on Services (AFAS), and laying
the foundation for an integrated investment region through the ASEAN
Comprehensive Investment Agreement (ACIA). The latter three agreements
are core to both the AEC 2015 and AEC 2025 as the region looks to
deepening economic integration not just among the ASEAN Member States
(AMS) but also with its Dialogue Partners.

ASEAN has been successful in the removal of tariffs for intra-ASEAN
trade in goods; done significant work on services liberalization; and has
managed some measure of streamlining of investment rules. Much work
has also been done on Mutual Recognition Agreements and Standards and
Conformance.

Even as ASEAN revels in its achievement, much more needs to be
done. Key to ASEAN economic integration is trade facilitation. Meaningful
market access for both goods and services requires that ASEAN move
forward with work on Non-Tariff Measures, domestic regulations as well as
continued infrastructure and human capital development. These measures are
outlined in the AEC Blueprint 2025, which has the following features: (i) A
Highly Integrated and Cohesive Economy; (ii) A Competitive, Innovative,

xiii



xiv Foreword

and Dynamic ASEAN; (iii) An ASEAN with Enhanced Connectivity and
Deeper Sectoral Cooperation; (iv) A Resilient, Inclusive, People-Oriented,
and People-Centered ASEAN; and (v) A Global ASEAN.

Complementing AEC 2025 is the Master Plan on ASEAN Connectivity
2025 (MPAC 2025). The focus of MPAC 2025 is on (i) sustainable
infrastructure; (ii) digital innovation; (iii) seamless logistics; (iv) regulatory
excellence; and (v) people mobility. It builds on the work done thus far to
improve connectivity in the region and recognizes that much remains to
be done to realize the vision of a seamlessly connected ASEAN.

Both these Blueprints highlight that it is difficult to realize economic
integration, innovative and inclusive growth, and have its industries weave
into global value chains (GVCs), without paying attention to both physical
and institutional connectivity. Physical connectivity is a prerequisite for
economic development. Trade facilitation in the form of tariff elimination
and reduction in logistics costs, efficient physical connectivity of roads, rail
and ports, is necessary.

However, physical connectivity must be complemented by institutional
connectivity, i.e., higher trade and investment facilitation which allows
for transfer of knowledge and attraction of higher level skills, and the
liberalization and strengthening of GVC-supporting services such as finance,
telecommunication, transport, distribution, and professional services. It is the
combination of physical and institutional connectivity which would enhance
ASEAN’s competitiveness, and draw quality Foreign Direct Investments
(EDI) needed for the region’s sustained economic growth.

The AEC 2025 and MPAC 2025 stress the importance of the
services sector and measures to reduce services trade restrictiveness as
these have a positive indirect impact on the manufacturing sectors that
use services as intermediate inputs in production. This implies ensuring
the development of seamless logistics in the region through strengthening
ASEAN competitiveness. Therein lies the challenge. It is in this context
that this publication is relevant.

Given the complexity of the services sector it is appropriate that this
publication has focused on logistics as it is not only one of the twelve
priority integration sectors for ASEAN, but it also encompasses key aspects
of the manufacturing supply chain. Echoing MPAC 2025, the authors
reiterate that an effective logistics sector enhances efficiencies in supply-
chain movements, reduces trade costs and facilitates trade across countries.

Using the OECD Regulatory Restrictiveness Index, the World Economic
Forum’s (WEF) Human Capital Index, the WEF’s Global Competitiveness
Reports, the World Bank’s Ease of Doing Business reports, the World
Bank’s Logistics Performance Index (LPI), and analyses of ASEAN’s services



Foreword XV

commitments in AFAS and WTO GATS, the authors highlight the variation
in performance and commitments across the region. The country chapters
identify in detail the challenges for each AMS and dive deeper into measures
that may be taken to address them.

The authors have aggregated the issues, provided substantial analyses of
the challenges, and put forward recommendations that ASEAN, collectively,
and each AMS, may take towards achieving the goals set out in AEC 2025
and MPAC 2025.

Policymakers in each AMS should find the individual case studies useful
as they work to overcome the challenges in liberalizing and facilitating
an FDI-enabling environment for the services sector in general, and the
logistic sector, specifically.

Tan Sri Rebecca Fatima Sta Maria

Senior Policy Fellow

Economic Research Institute for ASEAN and East Asia (ERIA)
(and former Secretary-General,

Ministry of International Trade and Industry, Malaysia)

22 May 2017



PREFACE

A frequent question raised in discussions on Free Trade Agreements
(FTAs) is the impact of liberalization in services on inflows of Foreign
Direct Investment (FDI). Policymakers are concerned if liberalization
has encouraged FDI inflows while researchers are keen to test the same
relationship. Likewise, the public is curious as to whether FT'As are as useful
as touted. Yet the relationship between liberalization and inflows of FDI is
not as straightforward for services as in the case of manufacturing. This is
because the services sector is frequently highly regulated due to information
asymmetries between producers and consumers. Domestic regulations
therefore play an important role in protecting domestic consumers but
these regulations can at the same time hinder the entry of both domestic
and foreign service providers. While liberalization is important, it is not
sufficient and any attempt at investigating the impact of liberalization on
inflows of FDI has to take into consideration the FDI enabling environment
in a country.

Given this, we are motivated to undertake a study that can illuminate
the academics, policymakers and businesses on liberalization issues in the
services sector for the ten member countries in ASEAN. We decided to
focus on FDI liberalization in services as commercial presence is considered
as the most important mode of trade in services. Given the heterogeneity
of the services sector, we chose to focus on the logistics industry as a case
study as the industry plays a key role in the movement of goods, services
and people across ASEAN.

The main objective of this book is, thus, to compare international and
domestic policy measures for attracting FDI and its impact on inflows of
FDI in the services sector in the ten ASEAN member countries. This has
implications for ASEAN’s economic cooperation, in general, and for the
logistics sector integration, in particular.

XVi



Preface Xvii

To meet the objective, we gathered experts from ten Southeast Asian
countries. We conducted one closed-door workshop and one public
conference at ISEAS — Yusof Ishak Institute, Singapore to discuss the content
of the chapters and gather feedback and comments from participants. The
meetings were conducted in June 2016 and November 2016, respectively.

The book begins with an overview chapter that covers the literature
on FDI in services sector, together with an analytical framework that is
subsequently used in the country chapters and discussions on the logistics
industry. The overview chapter also provides a preview of the subsequent
country-chapters and outlines key findings and policy recommendations. It
is then followed by ten country chapters written by experts on the services
and logistics sector.

We hope this book will help stakeholders of ASEAN member countries
and other interested parties in understanding the current state of services
liberalization and facilitation measures in order to attract FDI. It will help
readers to develop an understanding of the logistics sector in the region
and the key factors that make it difficult to provide a seamless movement
of goods and services across ASEAN member countries’ borders. We hope
the policy recommendations can provide food for thought for policymakers
in the region.
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TDSP Trade Development Support Program

TECP Trade Facilitation and Competitiveness Project

TISA Trade in Services Agreement

TiVA Trade in Value Added

TPP Trans-Pacific Partnership

TPPA Trans Pacific Partnership Agreement

TVET Technical Vocational Education and Training

UMECCI Union of Myanmar Federation of Chambers of
Commerce and Industry

UNCTAD United Nations Conference on Trade and Development

UNESCAP United Nations Economic and Social Commission for
Asia and the Pacific

UNIDO United Nations Industrial Development Organization

VAT Value Added Taxes

VLA Vietnam Logistics Association

WDA Workforce Development Agency

WGI Worldwide Governance Indicators

WSQ Workforce Skills Qualification

WTO World Trade Organization



ABOUT THE CONTRIBUTORS

Titik Anas is Managing Director at Presisi Indonesia and a Lecturer in the
Faculty of Economics and Business of Padjadjaran University, Indonesia.
She received her PhD from the Australian National University, Australia.
She can be contacted at tanas@presisi-indonesia.com.

Ruth Banomyong is currently an Associate Professor at the Department
of International Business, Logistics and Transport Management at the
Faculty of Commerce & Accountancy (a.k.a Thammasat Business School),
Thammasat University in Thailand. He has a PhD in International Logistics
from Cardiff University. He can be contacted at ruth@banomyong.com.

Vannarith Chheang is a Visiting Fellow at ISEAS — Yusof Ishak Institute,
Consultant at the Nippon Foundation, and Chairman of the Advisory
Board at the Cambodian Institute for Strategic Studies (CISS). He has a
PhD in Asia Pacific Studies from the Ritsumeikan Asia Pacific University,
Japan. He can be contacted at chheangcam@gmail.com.

Sanchita Basu Das is Fellow and Lead Researcher (Economic Affairs) at
the ISEAS — Yusof Ishak Institute. She holds a Masters in Economics from
University of Delhi, India, and Masters in Business Administration from
National University of Singapore. She is currently pursuing her PhD from
the Nanyang Technological University, Singapore. She can be contacted at
sanchita@iseas.edu.sg and sanchitabasu@yahoo.com.

Min Ye Paing Hein is Executive Director of Myanmar Development Institute
and member of the Development Assistance Coordination Unit (DACU) of
the government of the Union of Myanmar. He received his PhD from the
University of Wisconsin-Madison. He can be reached at myhein@wisc.edu.

XXV



XXVi About the Contributors

Gilberto M. Llanto is President of the Philippine Institute for Development
Studies. He was formerly Undersecretary (Deputy Minister) of the National
Economic and Development Authority, and President of the Philippine
Economic Society. He is Regional Coordinator of the East Asian Development
Network. He has a PhD in Economics from the School of Economics,
University of the Philippines. He can be reached at gllanto@mail.pids.gov.
ph and gmllanto@gmail.com.

Nguyen Anh Thu is a Lecturer at the University of Economics and
Business, Vietnam National University and presently is the Vice Rector of
the University. She has a PhD in Economics (International Development)
from Yokohama National University, Japan. She can be contacted at
thuna@vnu.edu.vn.

Nguyen Thi Minh Phuong is a Lecturer at the University of Economics
and Business, Vietnam National University. She has a M.A. degree in
International Economics from the Berlin School of Economics and Law.
She can be contacted at phuongntm.ueb@vnu.edu.vn.

Phanhpakit Onphanhdala is Deputy Director of Laos-Japan Human
Resource Development Institute, National University of Laos. He has a
PhD in Economics from Kobe University, Japan. He can be contacted at

o.phanhpakit@gmail.com.

Nur Afni Panjaitan is Junior Economist at Presisi Indonesia, and a graduate
student in the Faculty of Economics and Business of Padjadjaran University,
Indonesia. She can be contacted at npanjaitan@presisi-indonesia.com.

Vanvisa Philavong is a Visiting Research Fellow at Faculty of Economics
and Business Management, National University of Laos. She holds a M.S.
in Economics from National University of Laos. She can be contacted at
visa0373@gmail.com.

Tham Siew Yean is a Senior Fellow at ISEAS — Yusof Ishak Institute
and an Adjunct Professor at the Institute of Malaysian and International
Studies (IKMAS), Universiti Kebangsaan Malaysia. She has a PhD in
Economics from the University of Rochester, United States. She can be
contacted at siew_yean@iseas.edu.sg and tham@ukm.edu.my.



About the Contributors XXVii

Vu Thanh Huong is a Lecturer at the University of Economics and
Business, Vietnam National University, Hanoi. She has a Master in
Natural Resource Economics from University of Queensland, Australia.
She can be contacted at huongvt@vnu.edu.vn.

Evelyn Peiqi Ooi Widjaja is a Senior Research Analyst at TRPC Pte.
Ltd. and was a former research associate at ISEAS — Yusof Ishak Institute.
She has a Masters in Education specializing in International Education

Policy from Harvard Graduate School of Education. She can be contacted
at peo526@mail.harvard.edu.





