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The ASEAN Economic Research Unit (AERU) is an integral part of the Institute, coming
under the overall supervision of the Director who is also the Chairman of its Management
Committee. The Unitwas formed in 1979 in response to the need to deepen understanding
of economic change and political developments in ASEAN. The day-to-day operations of
the Unit are the responsibility of the Co-ordinator. A Regional Advisory Committee,
consisting of a senior economist from each of the ASEAN countries, guides the work of
the Unit.

The Institute of Southeast Asian Studies (ISEAS) was established as an autonomous
organization in 1968. It is a regional research centre for scholars and other specialists
concerned with modern Southeast Asia, particularly the many-faceted problems of stability
and security, economic development, and political and social change.

The Institute is governed by a twenty-two-member Board of Trustees comprising
nominees from the Singapore Government, the National University of Singapore, the
various Chambers of Commerce, and professional and civic organizations. A ten-man
Executive Committee oversees day-to-day operations; it is chaired by the Director, the
Institute’s chief academic and administrative officer.



ASEAN-U.S. ECONOMIC
RELATIONS

Private Enterprise as
a Means for Economic
Development and Co-operation

Edited by

Joseph LH. Tan
Narongchai Akrasanee

TheAsia, . ISERS
@ FOUIldathn ASEAN Economic Research Unit

Center for Asian Pacific Affairs institute of Southeast Asian Studies



Published by

Institute of Southeast Asian Studies
Heng Mui Keng Terrace

Pasir Panjang Road

Singapore 0511

All rights reserved. No part of this publication may be reproduced, stored in a retrieval
system, or transmitted in any form or by any means, clectronic, mechanical,
photocopying, recording or otherwise, without the prior permission of the Institute of
Southeast Asian Studies.

© 1990 Institute of Southeast Asian Studies

The responsibility for Jacts and opinions in this publication rests exclusively with the authors and
their interpretations do nol necessarily reflect the views or the policy of the Institute or its supporters.

Cataloguing in Publication Data

ASEAN-U .S, economic relations: private enterprise as a means for economic
development and co-operation / edited by Joseph Tan [L.H. and Narongchai
Akrasanee.

Papers presented at a symposium held on 6-8 July 1989 in Singapore.

1. ASEAN countries—Foreign economic relations—United States—Congresses.
2. United States—Foreign economic relations—ASEAN countries—Congresses.
3. Business enterprises—ASEAN countries—Congresses.
4. Business enterprises—United States—Congresses.
5. Privatization—ASEAN countries—Congresses.
6. Investments—ASEAN countries—Congresses.
7. ASEAN countries—Economic policy—Congresses.
I.  Tan, Joseph Loong Hoe.
II.  Narongchai Akrasanee, 1945-
HI. Title: Private enterprise as a means for economic development and co-
operation.
HF1592.5 UbA844 1990 s1s90-135220

ISBN 981-3035-71-4

Typeset by International Typesetters
Printed in Singapore by Loi Printing Pte. Ltd.



Contents

List of Tables
List of Figures
Foreword
Contributors

1.

Introduction to the Role of the Private Sector

in ASEAN-U.S. Economic Relations: An ASEAN Perspective

Joseph L.H. Tan

. Private Enterprise in Development

Gerald M. Meier

. New Needs and Policy Framework for Private Investment in ASEAN

(and the United States)
Florian A. Alburo

. Privatizing Public Utlities

Lim Chin and Linda Low

. Experiences in Privatization

Paul Chan and Toh Kin Woon

. Promotion of Private Investment: Technical Assistance

Stephen Guisinger

. Promotion of Private Investment:

Institutional and Legal Infrastructures
Dyjisman S. Simandjuntak

. Venture Capital and Investment Promotion in ASEAN

M. Louise Curley

. Franchising in the ASEAN Nations

Robert T. Justis and Ben Kedia

Ul
Vil
X
Xt

~1
~J

92



List of Tables

1.1

1.2

14
1.5

3.1
3.2

4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
49

6.1
Ab6.1

7.1
7.2
7.3

8.1
8.2
8.3
8.4

1990-91 Forecast of Real Economic Growth in ASEAN and

the Asia-Pacific

1990-91 Forecast of Real Export and Import Growth in ASEAN
and the Asia-Pacific

Manufactures as a Percentage of Total Imports of Japan and the
United States, 1983-88

Investment Approvals in Southeast Asia, 1988

Number of Tourist Arrivals in ASEAN and the PECC Economies

Japan and the United States: DFI Flows to ASEAN, 1986-88
Direct Foreign Investment as a Percentage of the

Gross Domestic Capital Formation of ASEAN, 1986-87
Export Direction, ASEAN-China-PECC-EC, 1970 and 1988

Electricity Production and Sales, 1963-87

Gas Production and Sales, 196587

Water Consumption, 1963-87

Electricity Tariff, 1978-87

Gas Tariff, 1978-87

Water Tariff, 1978-87

Capital Expenditure, 1978-87

Revenue and Rate of Return on Fixed Assets of the PUB, 1978-87
Sales Revenue and Cost per Unit Sold, 1978-87

Characteristics of Factor-Based and Trade-Based Incentives
Incentives and Disincentives

Gross Capital Formation as a Fraction of GDP
Infow of Foreign Direct Investment to ASEAN
Repayments of Foreign Long-Term Loans

U.S. Venture Capital Firms, 1988
Distribution of GDP/GNP, 1985
Exports as a Percentage of GDP/GNP
U.S. Trade with ASEAN, 1988

ot

O~

42

43
44

59
60
61
63
64
65
66
67
68

95
108

111
112
113

128
129
129
130




List of Tables

85
8.7
8.8
8.9
8.10
8.11

9.1
9.2

9.3

U.S. Direct Investment in ASEAN, 1988

SEAVI Investments in Singapore

Transtech Singapore Investment Portfolio, May 1989
ASEAN Stock Market Data, End 1988

Ratio of Stock Market Capitalization to GDP, 1987
Changes in Stock Prices, End 1985 to End 1988
Exchange Rate Changes against the U.S. Dollar

International Franchising: Location of Establishments, 1986
International Restaurant Franchising: Location and
Number of Establishments, 1986

Franchising in ASEAN

vl

130
132
133
133
134
134
135

144

—
=N

~1 Ot



List of Figures

1.1 Rate of Return on U.S. Investments in Asia, 1988

1.2(a) Changes in Japan’s Investment in the Manufacturing Industry
in ASEAN and China

1.2(b) Changes in Japan’s Investment in the Manufacturing Industry
in the Asian NIEs

1.3 Growth in Visitor Arrivals

9.1 International Franchising, 1986

9.2 Franchising Starting Strategies in ASEAN

9.3  Master Franchisee Organization

9.4  Joint-Venture Organization

9.5  Licensing Organization

9.6  Direct Investment Organization

9.7  Government-Controlled Franchise Organization

10

142
149
149
150
151
152
153



Foreword

The ASEAN Economic Research Unit (AERU) of the Institute of Southeast Asian
Studies (ISEAS) was formed in 1979 to promote research, critical thinking, and
debate on the economics and related political issues of the Association of Southeast
Asian Nations (ASEAN). Priority areas identified for research and discussion include
investment, industry, and trade; finance and monetary aspects; food, energy, and
commoditjes; transportation/shipping; and political factors in ASEAN economic
co-operation. Within these, work relating to ASEAN economic relations with its
main trading partners and sources of investment has been most prominent,
including the project on “ASEAN-U.S. Economic Relations”.

This project has been designed as a three-year undertaking, each year focusing
on a distinct but related aspect of the economic links between ASEAN and the
United States. The theme for the first year was “The Current State of ASEAN-U.S.
Economic Relations”. For this, eight papers were commissioned and presented at
a workshop on 22-24 April 1985 in Singapore. They covered patterns of trade
between ASEAN and the United States; U.S. investment in ASEAN; transfer of
technology by U.S. transnational corporations and contractual arrangements;
ASEAN manufactured exports to the United States; U.S. exports of goods and
services to ASEAN; and the impact of U.S. policy mix on the ASEAN economies.
Summaries of these papers were published as a monograph, ASEAN-U.S. Economic
Relations: An Overview, edited by Agustin Kintanar, Jr. and Tan Loong-Hoe. The
revised papers themselves were subsequently published in full in the November
1986, March 1987, and November 1987 issues of the ASEAN Economic Bulletin, one
of the Institute’s journal.

The research during the second year of the project focused on “Changes in
ASEAN-U.S. Economic Environment: Constraints and Opportunities”. Eight papers
again were prepared which examined the following topics: economic trends in
the United States and their implications for ASEAN; increasing protectionism and
itsimplications for ASEAN-U.S. trade and investment in services; U.S.-Thai relations:
selected case-studies in agribusiness; and the role of U.S. official development
assistance in ASEAN. These papers were discussed at a workshop in San Francisco
jointly organized by the Institute and the Asia Foundation’s Center for Asian Pacific
Affairs (CAPA). The Asia Foundation established the Center in its San Francisco



x Foreword

headquarters in 1985 with the goal of promoting communication and
strengthening relations between the United States and nations of Asia and the
Pacific. The papers were revised and published as ASEAN-U.S. Economic Relations:
Changes in the Economic Environment and Opportunities in 1988,

The third year of the project carries the theme “Private Enterprise as a Means
of Development and Co-operation”™. Nine papers were prepared and presented at
a symposium held on 6-8 July 1989 in Singapore. These papers cover a range of
topics including private enterprise in development; new needs and policy
framework for private investment in ASEAN (and the United States); private
investment in public utilities; experience in privatization; promotion of private
investment — technical assistance; promotion of private investment— institutional
and legal infrastructures; venture capital and investment promotion; international
franchising; and backward and forward linkages of direct foreign investment.

The Institute of CAPA received assistance from several institutions during the
workshop and the preparation of this volume. Both the Institute and CAPA would
like to acknowledge their appreciation of such help. They are grateful to the Asia
Foundation for its financial support for the project as a whole, as well as to the
researchers and editors for their contributions and co-operation in expediting the
publication process. Responsibility for the accuracy of statements rests exclusively
with the editors and the individual authors.

Allen C. Choate Kernial S. Sandhu
Executive Vice-President Director
Center for Asian Pacific Affairs Institute of Southeast Asian Studies
The Asia Foundation Singapore

San Francisco
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