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I. Introduction
• ASEAN is a relatively 

successful example for 
South-South cooperation.

• Besides trade liberalization 
and facilitation, the attraction 
of FDI inflows become the 
important indicator to 
determine the success of 
ASEAN’s integration 
efforts.

• FDI has much more advantages.



II. Overview: ASEAN Economic 

Integration Process

2.1 Earlier Economic Cooperation attempts: 
prior to 1990s

Background

The Cold War

import-substitution policy

export-oriented policy

Limited 

Economic 

Cooperation

Process

Preferential Trading Arrangement (PTA)

ASEAN Industrial Complementation 

Scheme (AICS)

ASEAN Industrial Projects (AIPs)

ASEAN Industrial Joint Ventures (AIJV)

Results Disappointing 



 2.2 AFTA period and prototypes of AEC：
1992-2002

Background
The end of the Cold War

Competition from NAFTA and EU

Process

Singapore Summit in 1992

 AFTA Framework

 CEPT Tariff Reduction in 15y

• 0-5% tariff for ASEAN+6 in 2002

• Zero tariff for CLMV in 2015

AFAS in 1995

AICO in 1996

ASEAN Vision 2020 in 1997

Process

Results toward to trade liberalization; but 

CEPT with a surprsing low utilization rate



 2.3 The Initial Development for AEC: 2003-
2007

Background

Process

Results

China’s entry into WTO in 2002

ASEAN slow economic recovery

Recession

Bali Summit in 2003

Bali Concord II

ASEAN Community by 2020

 ASC AEC ASCC

Deepen economic coorperation

 Comprehensive integration





 2.4 AEC Acceleration: 2007-present

 Chinese economic power increasing after 

reform of ER in 2005 

Chinese GDP growth rate,1978-2013

GDP value

(Hundred Million RMB)

GDP growth rate

%

Background



Global Financial 
Crisis drived East 
Asia to fasten East 
Asia economic 
Cooperation

 1st East Asia
Summit

Background

World economic center transfer from West to East



• Therefore:

• The acceleration of ASEAN community 
building,  seems so justified and urgently

• ----By Rodolfo Severino Jr (Former ASEAN Secretary 
General )



 Cebu Declaration in 2007
Fulfilment of the ASEAN Community (AEC, ASC, and 

ASSC) by reducing the time spent completing from 
2020 to 2015

 ASEAN Charter was signed in 2007

 ASEAN Economic Community Blueprint in 
November 2007

Process on acceleration of AEC



AEC has four pillars





• Results: AEC Scorecard

 

According to the AEC Scorecard 2012, as of December 2011, 

the implementation rates of AEC’s four primary objectives are 

not high
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III. AEC impacts on ASEAN FDI

 3.1 ASEAN investment liberalization 

and integration

ASEAN Investment Guarantee Agreement) (AIGA) 

in 1987

ASEAN Investment Area (AIA) in 1998

ASEAN Comprehensive Investment Area (ACIA)

in 2009



The ASEAN Comprehensive Investment Agreement 

(ACIA)

Promotion

Facilitation

Protection

Liberalization



ACIA become an important measurement to achieve AEC 

as a single market and production base.But is it really to 

bring discernable effect on FDI inflows to ASEAN?



3.2 Trends in FDI Inflows into ASEAN

Accordingly, ASEAN FDI inflows has the seminar trajectory 

with the world FDI trends: declining-increasing-declining-

increasing.



In terms of the percentage, ASEAN FDI inflows share to the 

world is also up-down-up-down-up

ASEAN didn’t show their special strong ability to attract 

much more FDI inflows. The FDI variation of frequency 

corresponded and even matched well with the world whole 

trends in most years.ASEAN still has no enough stronger 

power to resist external down-going pressure and to 

increase its attractiveness as a location of FDI.



Regarding FDI to individual ASEAN member countries, it

shows serious unbalance. Over 2007-2013 period, almost

half of total inward FDI to ASEAN went to Singapore.

Indonesia become the second member as FDI flows

destination and took 14.7% of total ASEAN FDI inflows. The

following is Thailand, Malaysia and Vietnam



Most of the FDI originated from the outside ASEAN.

Intra-ASEAN FDI remains an important source of FDI, but 

unfortunately, it still is quite low level and unbalanced. 

Over 2011-2013, it totaled US$ 57 billion. Moreover, 

Singapore dominates as a source of intra-regional FDI



3.3 AEC impacts on ASEAN FDI

• Theoretically, any regional integration will lead to 
investment creation and investment diversion by 
Kindleberger (1966)

• Eclectic Paradigm of International Production by 
Dunning

(1) Ownership Advantages

(2) Internalization Advantages

(3)Locational Advantages

• For ASEAN, it should be Comprehensive Location 
Advantages



• The academic circles have observed it, but 

with a disputable answer.

Tajul Ariffin Masron and Zulkornain Yusop (2012)

Found that the AIA and other investment incentives

do not provide strong evidence of benefits for intra-

ASEAN FDI 



Some other scholars answer the question of 
whether AIA met its goal with positive response.

Peter A. Petri, Michael G. Plummer and Fan Zhai 
(2012) :

found that the project could produce gains similar to 
those resulting from the European Single Market, 
amounting to 5.3 percent of the region’s income. 

There will be mild trade and investment diversion
effects for some other countries.

But the conclusions are based on that 
measurements of AEC could be taken into effect 
and proceeded smoothly. Unfortunately, it is not.



IV. Some Obstacle Factors to AEC

• 4.1 ASEAN’s economic diversity and big 

development gap

Myanmar is only 1.6% of Singapore’s 

per capita GDP



• 4.2 Open Regionalism and the “noodle 

bowl” effects



• 4.3 Insufficient Political will and structural 

incapacity

“ASEAN Way” VS weak 

executive 
ASEAN Secretariat and 

capacity building



V. Conclusions

• Since 1967, ASENA tried to act as the central role in 

East Asia economic cooperation. Facing the external 

increasing competition and the complicated noodle 

bowl effects, ASEAN hope to maintain its centrality by 

establishing AEC. 

• Different from the EU, from the form of integration, 

AEC could be an “FTA-plus” arrangement or 

“common market minus” arrangement.



• Attracting FDI is a long-term objective of ASEAN economic 

cooperation and integration.

• However, the FDI inflows trends show that ASEAN still has 

no enough  power to resist external down-going pressure 

and to increase its attractiveness as a location of FDI. 

• Whether AEC effectively increase the intra- and extra-

ASEAN FDI flows is disputable.



• Although some expectations of achieving AEC 
with many obstacles by 2015 are low, the year 
of 2015 is an important milestone for ASEAN. 

Just like ASEAN Secretary’s words: It is not the 

ending of integration, but a new starting of the 

deeper ASEAN economic integration.




