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foreword

The papers compiled in this volume were presented during the ASEAN 
Roundtable on 29 April 2010 and during a brainstorming session on 
23 September 2010 by the ASEAN Studies Centre of the Institute of 
Southeast Asian Studies.

They examine, from the point of view of each of the member 
countries of the Association of Southeast Asian Nations (ASEAN), the 
prospects for achieving an ASEAN Economic community (AEC) by 2015, 
the target date set by ASEAN itself, and the obstacles in the way of its  
achievement.

No doubt, when 2015 comes around, whether at its beginning in 
January or its end in December or sometime in between, ASEAN will 
proclaim the AEC to have been achieved. In certain ways, it will be 
right. The AEC, like the two other pillars of the ASEAN Community 
— the Political-Security and the Socio-Cultural Communities — is a 
work in progress, and 2015, the year of its supposed achievement, is a 
mere aspirational goal rather than a hard-and-fast target.

However, the AEC Blueprint, which ASEAN adopted in 2007, contains 
specific quantifiable measures with clear timelines as milestones in the 
realization of a “single market and production base”. The question in 
our minds today, and one that will surely be asked as 2015 approaches 
and in 2015 itself, is: have these milestones been attained? From the 
state’s perspective, this question can be translated into: Has the required 
infrastructure been constructed? Have enough human resources been 
developed? Have the necessary institutions been built and are they 
operating effectively?

Perhaps more telling and pertinent are the questions pertaining to 
the business community, whether state-owned enterprises or the private 
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x	 Foreword

sector. After all, it is business firms and individuals that trade and invest. 
Does the prospect of an AEC or its progress thus far figure in a firm’s 
trading and investment decisions? Does the firm expect the AEC to 
lower transaction costs, attract investment, create jobs, increase incomes, 
increase competition, reduce prices, raise productivity?

Half of the chapters in this volume, which is edited by Sanchita Basu 
Das, lead economics researcher at the ASEAN Studies Centre, address 
these questions, albeit tentatively in some respects.

Apart from the chapters by ASEAN’s Deputy Secretary-General  
S. Pushpanathan and by Sanchita Basu Das, the pieces in this volume 
are addressed to the situation in each individual ASEAN country. This 
is by design. It is also indicative of the fact that we do not yet consider 
Southeast Asia as one integrated economy, rather fragmented ones with 
their different regimes and rules.

Will we do so by 2015?

Rodolfo C. Severino
Head, ASEAN Studies Centre, ISEAS

Former Secretary-General, ASEAN
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message

For several years now the ASEAN Studies Centre of the Institute of 
Southeast Asian Studies has been working across the ASEAN community 
to urge and to support initiatives that are designed to move all of the 
ASEAN communities into a more common foundation. The work to date 
has produced many successes and has helped to open markets and to 
encourage continuing work by many people across the entire ASEAN 
community. As you read through the pages presented in this book you 
will see many of these successes.

I have been asked to comment briefly on the interest and attention 
this work has captured among the business sectors in ASEAN and across 
the region. Unfortunately, I fear that the business community, in many 
cases, is moving on without the value and the advantages that so many 
people have worked hard to try and create.

While the ASEAN community has worked to create a common 
platform for business, businesses themselves are essentially looking 
for the features and characteristics in a market that will best suit their 
individual business preferences. And many things have changed in the 
regional markets over the last years. When the ASEAN Vision 2020 was 
adopted in 1997, the markets in Asia looked very different to the business 
community. Most companies were then producing goods to be shipped 
back to home markets in the West, and only a few regional markets 
attracted serious sales interest from the global companies.

But Asian markets have now become the hottest markets in the world. 
Companies from all over the world clamour to capture a strong sales 
position in key Asian markets. The question of whether the market is in 
ASEAN or in another part of Asia is important primarily to the degree 
it provides sales or production opportunities for the businesses. And 
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each business sector will find a different value to a different market. For 
example, while Indonesia is starting to produce coveted raw materials, 
China is developing high value customer markets in some of its major 
cities. Few people expected to see such trends emerge so quickly in 
Asia.

What does this mean for ASEAN? It means the nations must move even 
faster to enhance their markets, to develop them to the maximum extent, 
and to be prepared to keep up with new market demands. Businesses 
have to be more focused, must reach out further than they have before, 
and must move quickly to meet customer demands. And nations must 
recognize their potential and develop it to the maximum.

Nations in ASEAN need to work to understand the kinds of products 
they can produce at a competitive price. The skill levels of their workers 
are key to this, as is the infrastructure necessary to package, ship, and 
deliver the completed work product to its destination. As a region, 
ASEAN countries can work together across country borders to develop 
production chains, whereby one area with emerging skill levels produces 
a core part of a product, while a more-developed region produces the 
more sophisticated components of the product. With this breadth of 
skills, manufacturers from around the world could find new homes in 
ASEAN for their production operations.

The ASEAN community is important. These nations know how to 
work together and can enhance the entire region by recognizing each 
other’s capabilities and by pulling together to enhance the collective 
business value of the critical companies and markets in each region.

Phillip Overmyer
Chief Executive

Singapore International Chamber of Commerce 

00	ASEAN	EC	Prelims.indd			12 4/27/12			9:37:43	AM



PrefaCe

The Association of Southeast Asian Nations (ASEAN) Vision 2020, 
adopted in December 1997, envisaged “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” by 
the year 2020. To realize this, at the Ninth ASEAN Summit in October 
2003, the ASEAN leaders signed the Declaration of ASEAN Concord II 
(Bali Concord II) aiming at an ASEAN Economic Community (AEC) as 
an end goal of its economic integration. Later, that deadline was brought 
forward to 2015.

ASEAN achieved a major milestone at the November 2007 ASEAN 
Summit in Singapore when its leaders adopted the AEC Blueprint, 
which laid out a road map to accelerate economic integration, and  
included action plans, targets, and timelines to facilitate the process. It 
became a binding declaration of commitments by all Member Countries. 
The blueprint is organized along the AEC’s four main characteristics, 
namely: 

1. a single market and production base; 
2. a highly competitive economic region; 
3. a region of equitable economic development; and 
4. a region that is fully integrated into the global economy.

The highlights of the blueprint are shown in Box 1. The blueprint 
envisions ASEAN as internationally competitive and integrated in the 
global economy, with benefits for all ten ASEAN member countries.
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Box 1: main Highlights from the aeC Blueprint

I.	 single market and Production Base
	 5	 core	 elements:	

Liberalization Facilitation

Free	 flow	of	
goods

Tariff	 and	NTB	
elimination
Synchronized	external	
tariff	 alignment

Customs	 integration
Standards	and	 technical	
barriers	 to	 trade

Free	 flow	 of	
services

Full	market	 access	
and	national	 treatment
Remove	 substantially	
all	 restrictions	 on	 trade	
in	 services

Mutual	Recognition	
Arrangements	 (MRAs)	
on	professional	 services;	
professional	 exchange

Free	 flow	 of	
investment

All	 industries	 and	
services	 incidental	 to	
these	 industries	 to	
ASEAN	 investors

Transparency;	 streamlined	
procedures,	 avoidance	
of	 double	 taxation;	 joint	
promotion

Freer	 flow	of	
capital

Relax	 capital	 control	
measures	 on	 intra-
ASEAN	portfolio	
investments

Harmonize	 capital	market-
standards;	 facilitate	market	
driven	efforts	 to	 establish	
exchange	and	debt	market	
linkages

Free	 flow	of	
skilled	 labour

Remove	discrimination	
on	employment

Harmonization	of	 	
standards	 in	 education	and	
training;	MRA	on	 vocational	
training

Priority Integration sectors (PIs)
–	 Conduct	 a	 biannual	 review	 to	monitor	 the	 status,	 progress,	

and	 effectiveness	 of	 the	PIS	 road	maps	 to	 ensure	 timely	
implementation

–	 Identify	 sector-specific	 projects	 or	 initiatives	 through	 regular	
dialogues	or	 consultation	with	 stakeholders,	 particularly	 the	private	
sector.

food, agriculture and forestry
–	 Enhance	 trade	and	 long-term	 competitiveness	of	ASEAN	 food,	

agriculture,	 and	 forestry	 products
–	 Promote	 cooperation	 with	 international	 and	 regional	 organizations	

and	 private	 sector
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II.	 Competitive economic region
–	 Develop	 a	 competition	 policy	
–	 Strengthen	 consumer	 protection
–	 Regional	 cooperation	 in	 intellectual	 property	 rights	 (IPRs)
–	 Regional	 cooperation	 in	 infrastructure	development
–	 Complete	 network	 of	 bilateral	 agreements	on	avoidance	of	 double	

taxation
–	 Promote	electronic	 commerce	 (e-commerce)

III.	 equitable economic development
–	 Accelerate	 the	development	 of	 small	 and	medium-sized	

enterprises	 (SMEs)
–	 Enhance	 the	 Initiative	 for	ASEAN	 Integration	 (IAI)	 to	 narrow	 the	

development	 gap

IV.	 Integration into the global economy
–	 Achieve	 a	 coherent	 approach	 towards	external	 economic	

relations,	 including	 its	 negotiations	 for	 free	 trade	area	 (FTAs)	 and	
comprehensive	 economic	 partnerships	 (CEP)	agreements

–	 Enhance	participation	 in	 global	 supply	 networks

In view of the advanced target date, the AEC and its blueprint look 
ambitious and there is much to be done to achieve this goal. First, 
a single market and production base means a larger production and 
market place. This entails the removal of all kinds of trade barriers. 
While tariffs on intra-ASEAN trade have been lowered on paper, there 
still exist many non-tariff barriers to that trade. Secondly, to achieve a 
competitive economic region, the member countries have to develop 
their infrastructure. Thirdly, ASEAN is still grappling with the issue of 
the development divide, especially since the admission of Cambodia, 
Lao PDR, Myanmar, and Vietnam (CLMV). The CLMV countries need 
to narrow the gap dividing them from the ASEAN-6, that is, the earlier 
members, Brunei Darussalam, Indonesia, Malaysia, the Philippines, 
Singapore, and Thailand, so that they can participate more effectively 
in the AEC. 

However, all this requires cooperation and coordination among 
different sectors of the economy. Each member country has to ensure 
that it should not lag far behind the others. The governments of ten 
countries need to take steps to continue domestic reform so as to comply 
with ASEAN commitments on time. 
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In order to discuss the above, the ASEAN Studies Centre (ASC) 
at the Institute of Southeast Asian Studies (ISEAS) in Singapore along 
with the Konrad Adenauer Stiftung (KAS) convened the ASEAN Round 
Table 2010 on 29 April 2010 at the Shangri-La Hotel, Singapore. The 
objectives of the round table were to examine the state of readiness 
(or lack thereof) of the member countries for regional integration, and 
to determine the progress of each of them with regard to the four 
characteristics of the AEC. The round table also sought to define the 
national-level challenges that need to be addressed if ASEAN is to 
achieve an efficient economic community by 2015. 

Private firms, both regional and multinational, are also important 
players in the process of regional integration. Until now ASEAN busi-
nesses have shown little or no interest in ASEAN developments. This 
may pose the greatest threat to realizing an AEC by 2015. To address 
this issue and more, the ASC conducted a brainstorming session on 23 
September 2010 at ISEAS. The discussion looked at the challenges to 
ASEAN businesses and identified possible solutions. The session also 
recommended practical measures for facilitating trade and investment, 
and implementing ASEAN integration initiatives on the ground effectively. 

Both the ASEAN Round Table 2010 and the brainstorming session 
gathered Southeast Asian experts from the region to discuss the current 
state of the member countries and businesses with respect to the goals 
of AEC by 2015. The round table had Dr S. Pushpanathan, Deputy 
Secretary-General of ASEAN for the AEC at the ASEAN Secretariat in 
Jakarta, as the keynote speaker, and he gave an account of ASEAN’s 
readiness in achieving AEC by the target year, 2015. Thereafter, the 
sessions examined the progress in, or the challenges faced by, each 
member country in order to meet the objectives of the AEC. The later 
discussion looked at the ASEAN private sector to determine the extent 
of its involvement in the economic integration process. This includes 
both participation at the policymaking level and the utilization of  
various ASEAN economic agreements.

The vigorous discussions during both events constitute this volume’s 
chapters. It begins with a brief introduction and summarizes the 
important observations made during the sessions. This is followed 
by country chapters by experts both on the economy and the private 
sector. The book concludes with the recommendations made in the  
discussions.
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I hope this book will help ASEAN stakeholders and other interested 
public members in understanding the current state of readiness of member 
countries and the private sector for regional integration. I hope that the 
policymakers benefit from the recommendations. 

Sanchita Basu Das
ASEAN Studies Centre, ISEAS, Singapore
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