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I. Introduction



• Section I is the introduction of the whole paper. 

• Section II introduces the evolving features of China-Southeast Asian economic
relations in the 21st century from the aspects of bilateral trade in goods, and cross-
investment.

• Section III, introduces the other forms of economic cooperation such as trade in
services, financial cooperation as well as tourist cooperation. 

• Section IV explores the driving forces of accelerating the economic relations of both
sides from the different perspectives of global, regional and country level. 

• Section V analyzes the problems and predicts the future challenges in China-
Southeast Asian economic relations. 



II. Trade and Investment Have Further
Enhanced



(1) Trade in good has greatly expanded and trade surplus is
almost on the side of ASEAN

Annual average growth rate of China-ASEAN bilateral trade from 2002 to
2013 reached 32.4 percent, though only 8.23 percent in 2014, acribing mostly to the
world economic recession, but surpassed the speed of total value of China’s
global trade which has increased by 6.1 percent in the year. 

 Total trade of both sides expanded from about US $ 54.77 billion in 2002 to
US $ 480.25 billion in 2014, with an increase of more than eight fold.

 In almost all the years, the surplus is on the side of ASEAN with the
exception of 2012, 2013 and 2014. 
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Figure 1  China-ASEAN Bilateral Trade 2002-2014 ( US$ hundred million)



(2) Chinese investment flow to ASEAN is increasing and the model of
“two way” investment is coming into being

The accumulated amount of China and ASEAN bilateral direct investment
reached to US$ 110 billion in the end of June 2013 which was 3.65 fold from the
figure of US$ 30.1 billion in 2002. 

 China’s accumulated direct investment to ASEAN is about US$ 30 billion , 
occupied 5.1 percent in China’s total direct outward investment. ASEAN has
become the fourth largest economy that absorbing China’s outward
investment. 

 ASEAN accumulated direct investment in China over the same period reached
more than 80 billion U.S. dollar, accounting for 6.6 percent of China foreign
investment of the period, which is China‘s third largest source of foreign
investment. 



• The key players of ASEAN investment to China before 1997 East Asian crisis were
those ASEAN-5, namely, Singapore, Malaysia, the Philippines, Thailand and
Indonesia. However, the statuesque had changed apparently in the post 1997 crisis as
the percentage of Singapore’s investment to China from 2002 to 2007 occupied three
quarters of the ASEAN as a whole and even increased to four-fifths since 2008 up to
the present. Malaysian investment to China appearing more stable than the other
ASEAN countries, except 2003, 2008 and 2010. Brunei has become key player in
investing China instead of the Philippines, Thailand and Indonesia when their
investments to China have declined sharply.

• Though Singapore is the favorable site forChina’s investors which accounts for 43.9 
percent ofChina’s investment to ASEAN at the end of 2012, but the characteristics of
diversification ofChina’s investment is very obvious. More and moreChina’s
investment has find its destination to the four newly ASEAN member countries
(CLMV), and Chinese investment to Indonesia and Malaysia, Thailand since 2010 
also increase a lot.

• Inspired by the policies, such as going out to do the business, “good neighboring” the
Chinese companies and corporations are forging ahead to invest in the region with
the State-owned corporations taking a lead, The two-way investment is indeed
taking shape. 



Table 1 Southeast Asian investment in China under Various Investment
Incentive policies, 2002-2012  (US$; million) 

 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Brunei 17.36 52.60 96.05 160.39 294.21 376.88 340.42 348.12 309.56 255.82 151.09 

Myanmar 16.76 3.51 8.78 3.74 7.36 3.26 3.30 3.39 3.52 10.21 3.84 

Cambodia 13.74 12.52 20.69 2.76 2.12 6.34 2.92 13.37 10.35 17.37 16.60 

Indonesia 121.64 150.13 104.52 86.76 100.68 134.41 167.25 111.72 76.84 46.07 63.78 

Laos 5.15 0.40 4.25  --  -- 3.00 6.70 2.43 9.45 5.88 2.00 

Malaysia 367.86 251.03 385.04 361.39 393.48 397.25 246.96 428.74 294.33 358.28 317.51 

Philippines 186.00 220.01 233.24 188.90 134.34 195.32 126.87 111.01 138.06 111.85 132.21 

Singapore 2337.20 2058.40 2008.10 2204.30 2260.50 3184.60 4435.30 3604.80 5428.20 6096.80 6305.10 

Thailand 187.72 173.52 178.68 95.90 144.82 89.48 129.21 48.66 51.34 101.20 77.72 

Vietnam 2.51 3.31 1.14 1.27 13.66 0.73 2.07 5.92 2.03 1.29 3.16 

Total 3255.94 2925.43 3040.49 3105.41 3351.17 4391.27 5461.00 4678.16 6323.68 7004.77 7073.01 

 



Table 2 China’sAccumulated Direct investment to ASEAN-10
(US $; million)

 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Brunei 0.13 0.13 1.90 1.90 4.38 6.51 17.37 45.66 66.13 66.35 

Cambodia 59.49 89.89 76.84 103.66 168.11 390.66 633.26 1129.80 1757.40 2317.70 

Indonesia 54.26 121.75 140.93 225.51 679.48 543.33 799.06 1150.40 1687.90 3098.00 

Laos 9.11 15.42 32.87 96.07 302.20 305.20 535.70 845.80 1276.00 1927.80 

Malaysia 100.66 123.24 186.83 196.96 274.63 361.20 479.89 708.80 797.62 1026.10 

Myanmar 10.22 20.18 23.59 163.12 261.77 499.71 929.88 1946.80 2181.50 3093.70 

Philippines 8.75 9.80 19.35 21.85 43.04 86.73 142.59 387.34 494.27 593.14 

Singapore 164.83 233.09 325.48 468.01 1443.90 3334.80 4857.30 6069.10 10603.00 12383.00 

Thailand 150.77 181.88 219.18 232.67 378.62 437.16 447.88 1080.00 1307.30 2126.90 

Vietnam 28.73 160.32 229.18 253.63 396.99 521.73 728.50 986.60 1290.70 1604.40 

ASEAN 586.95 955.70 1256.15 1763.38 3953.14 6487.02 9571.40 14350.25 21462.02 28237.09 

 



III. Other Forms of Economic Cooperation Are
Vital to Bilateral Economic Growth and

Development



 Trade in Service

According to the Chinese statistics, ASEAN has become China’s important destination of export in
service, especially in the field of contracted projects, labor cooperation and design consultation. the
turnover of China’s contracted project in ASEAN from 2002 to 2012 that has increased for about 11 fold
from US $ 163.74 billion to US $ 1929.2 billion. Indonesia, Vietnam, Singapore, Malaysia and Myanmar are
the major destination for absorbingChina’s contracted projects.

 Financial Cooperation

The scope of cooperation has not only concentrated on opening new banks and banks’ branches in its
counterpart with the aim to facilitate bilateral trade and investment, but also to enrich with providing aid
or assistance, even expand to currency cooperation.

In recognition of the importance of infrastructure in boosting the building of China-ASEAN FTA
into the second and higher stage, China will continue to play the important role of the China-ASEAN
Investment Cooperation Fund to provide special loans and others, China has also proposed the
establishment of Asian Infrastructure Investment Bank (AIIB ) armed with the capital of 100 billion with
an aim to provide the finance for regional infrastructural construction. At moment, there are 57
Prospective Founding Members(PFMs), and the AIIB will be fully established by the end of 2015.



Tourist Cooperation
ASEAN-5 Tourists to China, 2003-2013

(in thousand person-times)
 Indonesia Malaysia Philippines Singapore Thailand 

2003 231.84 430.14 457.72 378.07 275.43 

2004 349.83 741.91 549.39 636.83 464.18 

2005 377.62 899.64 654.00 755.88 586.27 

2006 433.03 910.46 704.17 827.88 591.96 

2007 477.11 1062.00 833.01 922.02 611.62 

2008 426.25 1040.50 795.26 875.83 554.28 

2009 469.04 1059.00 748.94 889.54 541.83 

2010 573.41 1245.20 828.28 1003.70 635.54 

2011 608.68 1245.10 894.31 1063.00 608.04 

2012 622.00 1235.50 962.00 1027.70 647.60 

2013 605.30 1206.50 996.70 966.60 651.70 

Source: CEIC (China Economic Database) 



Chinese Tourist to ASEAN

In recognition of the linkage effects on economic growth and development, the
ASEAN countries have adopted various measures to attract Chinese tourists. 
Thailand becomes the most favorable tourist designation forChina’s tourists. The
person-times have been greatly increased since 2010, and doubled even within two
years, reached to 2.2448 million person-times. About 300 thousand Chinese from
Mainland spend their Spring Festival in Thailand from February 18-24, an increase of
47%. “Lost in Thailand” has aroused great interests of Chinese people to visit Thailand

 Aid and Assistance

Mainly to less-developed ASEAN member countries, a lot to the Philippines. 
China’s aid or assistances are mostly devoted to the building of infrastructures such
as railroads, highways and the facilities for market access, etc. 



III. The Driving Forces for the
Expansion of China-Southeast Asian

Economic Relations



(1) Driving Forces from “Above” and from “Below”

The key international institutions, particular WTO, World Bank and IMF are
playing important role in the globalization, they are the driving forces from “above”. 
Through advocating liberalization of trade, non-trade service and free movement of
capital and investment, these institutions successfully persuade their member-
countries including China and Southeast Asian Countries to adopt policies of free
trade and investment, such as, to lower the levels of tariffs, to dismantle the non-
tariffs barriers, and to abandon discriminating policies toward foreign investment. 
Through the actions of de-institution of the local rules of regulation, transparency in
business transactions has greatly increased. 



Benefiting from the liberalization and facilitation of trade and investment
through the government’s efforts of de-institution, various kinds of
corporations, including multinational enterprises (MNEs) and transnational
corporations (TNCs) as well as national trading or investment corporations, 
whether big, small or medium, are plunging into cross-border economic
activities that increase rapidly the value of the bilateral trade and cross
investment between China and Southeast Asian countries. 

These are the major driving forces “from below” in boosting China-ASEAN
economic relations in the process of searching for sites of sources and markets
and in pursuit of the best and cheapest products throughout the region with an
aim to get the maximum profit. 



(2) China’s provisional authorities are playing an important role in the expansion of

bilateral relations

* Yunnan Province of China, as a pioneer of economic cooperation with the ASEAN countries in
participating in the Greater Mekong Sub-region Economic Cooperation（大湄公河次区域经济合
作）, has already contributed a lot to the relations between China and Southeast Asia, and is focusing
on building the grand project of the Pan-Asian railroad to further improve the infrastructure and
environment for economic contacts of China and its neighboring countries. Besides, Yunnan province
pledges to play a big role in trade, cultural and tourism exchange, as well as to improve further the
existed regional cooperation mechanisms between Yunnan and Laos, Yunnan and Northern Thailand, 
and Yunnan and Northern Vietnam.

* Guangxi Province of China at the moment is enthusiastic at the Pan-Beibu Gulf (PBG) Economic
Zone (泛北部湾经济区) though it has already established the Beibu Gulf ASEAN Economic Area.
The PBG Economic Zone comprises China's Guangxi Zhuang Autonomous Region, Guangdong and
Hainan provinces, Vietnam, Malaysia, Singapore, Indonesia, the Philippines and Brunei as part of the
effort to enhance economic cooperation between China and the Southeast Asian nations. The most
eye-catching is that the attendees reached an agreement on the construction of the Nanning-Singapore
Economic Corridor



(3) Some new models of cooperation have greatly encouraged the transnational and cross border
investment

Southeast Asian industrial parks set in China:

• Singapore: China-Singapore Su Zhou Industrial Park (CS-SIP), which was officially launched on May 12, 1994. So
far, CS-SIP has attracted over 1300 foreign companies and 6500 domestic companies; The Tianjin Eco-City and
Wuxi Singapore Industrial Park. Wuxi Sin Chew Technology Business Park has been built.

• Malaysia: China and Malaysia Qinzhou Industrial Park claims to start building on April 1, 2012

• Indonesia: Indonesia industrial park set within China - ASEAN Economic Zone in the capital of Nan-ning, 
Guangxi Province. 

China’s industrial parks set in Southeast Asian region: 

• Thailand - Rayong Industrial Park, China on July 1, 2005

• Kuantan, Malaysia Industrial Park February 2013

• China-Indonesia Economic and Trade Cooperation Zone in Jakarta which completed in June 2013. The
Indonesian government welcomes Chinese enterprises to build another three industrial parks in Sulawesi and
Kalimantan and other areas to promote Chinese investment in Indonesia.



(4) The Implementation of China-ASEAN Free Trade Area (CAFTA) has greatly pushed forward the bilateral
economic relations. 

Based on the CAFTA free trade agreement, the ASEAN-China Free Trade Area had been gradually phased in and became

fully effective on Jan. 1, 2010. The statistics showed that the economic relationship between China and ASEAN in the past 10
years was very fast that was described as “Golden Decade”, and the Chinese government hopes to start the next decade of good

relationship of both sides called as “diamond decade”. To deepen pragmatic economic cooperation, China’s Premier Li Keqiang

proposed “an upgraded version” of CAFTA in September of 2013, and vowed efforts to expand bilateral trade to $1 trillion by

2020, the negotiations on upgrading the CAFTA has launched since, as both sides are keen to pursue a larger foothold in each

other's lucrative markets with more access to foreign goods and investment.

To help reduce regional poverty, China intends to provide aid worth 3 billion yuan ($480 million) to the less developed

members of ASEAN in 2015. Since interconnectivity was a prerequisite for healthy regional trade and investment

liberalization, and China would offer over $20 billion in loans to support Southeast Asian interconnectivity. This includes a

preferential loan of $10 billion for ASEAN and a $10 billion loan, set up by the China Development Bank, for regional

infrastructure development.



V. Problems and Future
Challenges



(1) Problems existed in China-Southeast Asia Economic
Relations

• Firstly, Unbalanced structure exists in China and ASEAN bilateral trade and investment as 
Singapore, Malaysia and Thailand are the major trading partners of China, the 
investment-led trade actually play and great role in the expansion of bilateral trade, 
therefore, the great part of the trade, as matter as fact, is the inter-trade within the 
corporations of Sin-Ma-Thai set in China. The major source of Southeast Asian 
investment are actually coming from Singapore. Malaysia and the Brunei were in the 
second and third places since 2005, and the investments from the other ASEAN countries 
are very small that can even be neglected.

• The other problem is known as the overlapping of the  import and export 
commodities has revealed the fact that lacking complementarities of both sides. 
Analyzing the structures of China’s imports and exports with ASEAN countries showed 
that the  proportion of semi-finished products in the total trade is rising while the 
proportion of manufactured goods is declining. At the same time, The five major imports 
of China from ASEAN are: integrated circuit, computers, plastic, crude oil or edible oil, 
and rubber in 2003, 2005 and 2007. In the same period, the five major exports of China 
are: textiles, finished oil products, steel or plastic, computers, grain or costume. 
Nevertheless, at least three major commodities overlapped in import and export. 



Thirdly, Trade of agricultural products has also showed that same 
overlapping features. Taking Sino-Thai bilateral agro-trade for example, the famers 
from both sides actually did not get too much benefit from free trade since the free 
trade pact of ?earlier heavies? concluded by the governments between China and 
Thailand in 2003 that agreed the tariffs on more than 200 items of vegetables and 
fruits being immediately eliminated. The main reason is explored that both sides 
have been exported almost the same agricultural products, hence, the consumer 
market lose elasticity. 

Fouthly，cost of rule of origin (RoO) is high. Lacking training and good services 
in evaluating whether the products are 40 per cent using the native materials as 
required under CAFTA, that is also perceived somewhat too risky and burdensome 
to some ASEAN’s merchants. Field studies showed that the cost for administrative 
procedures for application was about 10%-25% trade through CAFTA channel. some 
exporters took advantage of the low tariff rates, thus expanded illegally the 
bilateral trade. 



Last but not least, due to the lack of knowledge of the political complexion of
Southeast Asian countries, some ofChina’s aid and assistances to Southeast Asian
countries though without conditions and maintaining “non-interference in domestic
affairs” have not reached the original goal of having good relations with, and bringing
peace and prosperity toChina’s neighboring countries. On the contrary, some foreign
aid experts, non-government organizations (NGOs) and local people have criticized
Chinese aid for failing to promote democracy, sustainable development and
environmental conservation. 

Chinese labor has somewhat not been very much welcome by its neighboring
countries, and has sometimes even been met with resistance of the local people in
some of the Southeast Asian countries who regarded it as a threat to local
employment. Some ofChina’s State-owned companies could not accommodate well
with local conditions while investing in Southeast Asian



(2) Future challenges

*  China has set its mind to readjust its economic development strategies. The
adjustment ofChina’s economic development strategies and the launching of the
industrial restructuring and rejuvenation program for ten key industries will
indubitably affect the trade and investment structures of China and Southeast Asian
countries, as well as the overall economic cooperation of the two sides and will bring
about both challenges and opportunities to the Southeast Asian countries.

* The short term development of CAFTA is bright due to the expansion of Chinese
investment and trade to ASEAN countries, that will promote manufacturing growing
in up and lower chains, and thus push the regional economy upward, but long-term
prospect is blurred being constrained by the very severe “noodle bowl syndrome” of
regionalization.



* China and Southeast Asian Regionalization Is Confronting with
Economic Globalization

Before the advent of economic regionalization of China and Southeast
Asian, the region has already confronted economic globalization. Before
raising the regionalization of this region, MNCs and TNEs have already
been playing an important role in regional economic growth and

development.Since there are no all winners in the market
competitions according to the logic of economics, China and
Southeast Asian regionalization, which is under the context of
globalization will certainly not go on smoothly.
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