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What are we to make of the new-look ASEAN? With its brand-new Charter, its ASEAN Economic 

Community (AEC) blueprint, and indeed its new free trade agreements (FTAs), has ASEAN reached a 

watershed? Will it spur intra-regional integration, and be a viable collective force in wider Asian and 

international relations? 

 

I remain a sceptical outsider. Do not get me wrong. ASEAN is better than nothing. It is good for 

politicians and officials to meet regularly and jaw-jaw. In a region historically riven by conflict and 

violence, that is better than the alternative. If member-governments can agree on modest common 

denominators, so much the better. Beyond serving as a chat forum, does ASEAN have substance as an 

economic entity? Will the Charter and the AEC make a difference?  

 

The ASEAN track record 

 

ASEAbΩǎ vaunted success is the Common Effective Preferential Tariff (CEPT). But the CEPT is mostly a 

ǇŀǇŜǊ ŜȄŜǊŎƛǎŜΥ !{9!b ŎƻǳƴǘǊƛŜǎΩ ǘŀǊƛŦŦs have been coming down unilaterally in any case; and there has 

been minimal take-up of CEPT preferences by firms. ASEAN also has agreements on tackling non-tariff 

barriers (NTBs) and liberalising services and investment, but these are very weak and have resulted in 

hardly any liberalisation. In sum, ASEAN has a pathetic record in tackling intra-regional regulatory 

barriers. The latter, more than tariffs, impede regional economic integration. 

 

Given this context, there will be no true AEC ς an integrated market for goods, services, investment and 

skilled labour -- by 2015, or indeed by 2020 or 2025. Regional integration is pretty much limited to MNE 

supply chains in slices of global manufacturing, overwhelmingly in ICT products. Beyond that, ASEAN has 

ƴƻ άǎƛƴƎƭŜ ƳŀǊƪŜǘέ ƛƴ ǘƘŜ 9ǳǊƻǇŜŀƴ ǎŜƴǎŜ ƻǊ ŜǾŜƴ ƛƴ ǘƘŜ bƻǊǘƘ !ƳŜǊƛŎŀƴ ǎŜƴǎŜ (i.e. regional production 

for regional consumption).  To talk EU-style Single Market language is risible. It is also way off-track to 

talk of ŜƳǳƭŀǘƛƴƎ ǘƘŜ ά9¦ ƳƻŘŜƭέ ƛƴ ǘŜǊƳǎ ƻŦ ōǳƛƭŘƛng common institutions and strengthening common 

policies. The EU model is almost totally irrelevant to ASEAN. Political, economic, cultural and 

institutional gaps in southeast Asia are historically larger than they are in Europe; and there is precious 

litt le of a common tradition, cultural and otherwise, to draw on for anything more than quite shallow 

integration.  

 

What about ASEAN FTAs with third countries? Again, one should distinguish hype from reality. The 

reality is that these FTAs are weak-to- very weak. The FTA with Australia-New Zealand is at the less-weak 

end of the spectrum; the almost-concluded FTA with India is at the other, very weak end of the 

spectrum.  The strongest of them take 90 per cent of tariff lines or trade volumes down to zero (more or 

less), but make very little dent into non-tariff regulatory barriers. They are advertised as WTO-plus, 

which in some cases is literally true. But that means little in practice, for WTO disciplines on export 



restrictions, services, investment, government procurement and a host of other regulatory barriers are 

also weak-to-very weak. In short, with few exceptions, ASEAN FTA provisions are not strong enough to 

change existing national practice in a liberalising or trade-facilitating direction. Besides, they are 

complicated by differing rules-of-origin requirements, and by the bilateral FTAs individual ASEAN 

members have with third countries. All the above is an external reflection of the limits of intra-ASEAN 

economic integration.  

 

The bald reality is that trade and FDI liberalisation, and with it partial regional integration through MNE 

supply chains, have not ŎƻƳŜ ŀōƻǳǘ άǘƻǇ-Řƻǿƴέ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ASEAN initiatives. Rather what exists of 

regional integration is the product of unilateral measures by individual ASEAN countries, progressively 

emulated by other ASEAN countries.  

 

But unilateral liberalisation has stalled in the region since the Asian crisis. That is true of Malaysia, 

Thailand, Indonesia and the Philippines (though not of Singapore and Vietnam). And mixed signals have 

been emitted in response to the global economic crisis. Indonesia stands out with a range of new import 

restrictions. On the other hand, Malaysia recently announced major liberalisation of FDI in services 

sectors. But overall, ASEAN collectively has done nothing to stem emerging protectionism in the wake of 

the crisis, despite pledges to do so.  

 

Hence it is pie-in-the-sky to attempt top-down ASEAN integration while underlying weaknesses and 

divisions among its member-states persist or even get worse. 

 

The ASEAN Charter 

 

Now turn to the ASEAN Charter. It is big on principles and ambitions. Its language is lofty. It codifies 

existing norms. But what about substance?  

 

The Charter contains two new economic agreements, the ASEAN Trade in Goods Agreement (ATIGA) 

and the ASEAN Comprehensive Investment Agreement (ACIA). These integrate separate agreements 

into single consolidated legal texts.  

 

ATIGA codifies existing provisions on tariffs, NTBs, trade facilitation and other trade-related measures. 

But that is all it seems to do, save for calling for the establishment of an ASEAN Trade Repository. The 

latter is intended to be a comprehensive database and a single reference point for all tariff and non-

tariff measures on cross-border trade in the region. Above all, ATIGA does not appear to contain new 

initiatives or legal instruments to tackle NTBs and regulatory barriers ς the core obstacles to market 

access within ASEAN. 

 

ACIA does announce more interesting innovations, which could potentially strengthen investment 

liberalisation and investor protection. But they leave big questions and gaps. And it all depends on how 

provisions are fleshed out, interpreted and implemented. What will be the criteria for ASEAN-based 

MNEs to qualify for non-discriminatory treatment? How will investments covered by ACIA relate to 



services covered by AFASΣ ŜǎǇŜŎƛŀƭƭȅ ǘƘǊƻǳƎƘ άŎƻƳƳŜǊŎƛŀƭ ǇǊŜǎŜƴŎŜέ όƛΦŜΦ C5L ǘƘǊƻǳƎƘ άƳƻŘŜ ǘƘǊŜŜ ƻŦ 

ǎǳǇǇƭȅέ ƛƴ ²¢h ƧŀǊƎƻƴύ? Bear in mind that AFAS ƛǎ ōŀǊŜƭȅ ǎǘǊƻƴƎŜǊ ǘƘŀƴ ǘƘŜ ²¢hΩǎ ǾŜǊȅ ǿŜak General 

Agreement on Trade in Services (GATS). How will governments use (or abuse) the single negative list? 

Finally, what shape will investor-to-state dispute settlement take? 

 

In general, I do not hold out much hope for these new agreements to be a vehicle for trade and FDI 

liberalisation in ASEAN. If the Charter is to have additional value, I think it lies in the modest goal of 

improving transparency rather than out-of-reach ambitions to directly accelerate liberalisation and 

regional integration. Giving real life to the ASEAN Trade Repository, as well as to the already-planned 

ASEAN implementation scorecard, would be the right places to start.  

 

Conclusion 

 

To get real: ASEAN collectively will only work bottom-up if policies and institutions improve in its 

individual members, particularly the leading ones. I do not foresee a realistic alternative to renewed 

unilateral liberalisation of trade and FDI, with accompanying competitive emulation, to accelerate 

regional and global economic integration. That is the key to extending MNE supply chains in the region, 

spreading wider across manufacturing and into parts of services and agriculture, and to opening up 

regional markets for domestic producers and consumers. The WTO is not going to deliver much, if any, 

liberalisation in the Doha Round or after it. Nor, I believe, are FTAs. And I think the same holds true for 

!{9!b ŀǎ ǿŜƭƭ ŀǎ !{9!b άǇƭǳǎέ ƛƴƛǘƛŀǘƛǾŜǎ όǎǳŎƘ ŀǎ !{9!b tƭǳǎ ¢ƘǊŜŜ ŀƴŘ !{9!b tƭǳǎ {ƛȄύΦ ¢ƘŜ ŎƘŀƭƭŜƴƎŜ 

is to get country-by-country autonomous liberalisation revved up again in southeast Asia, this time going 

beyond border barriers to tackle non-border regulatory barriers.  

 

ASEAN can be useful at the margin. It can be a chat forum, cement unilateral liberalisation and help to 

prevent its reversal in difficult times, and gradually improve mutual surveillance and transparency. In 

short, for the region, it can be a mix of the G20, WTO and OECD.  

 

I look at ASEAN the way I look at international institutions such as the WTO, IMF, World Bank and the 

G20. I view them as a realist, a pragmatic, empirical Anglo-Saxon and Asian. Such organisations can be of 

value at the margin, but only with realistic goals and instruments. I do not view them through a 

Cartesian, French-style or Brussels-style lens. To me they are not, nor should they be, grand designs with 

ƎǊŀƴŘ ŀƳōƛǘƛƻƴǎΦ ¢Ƙŀǘ ƛǎ ǎƛƭƭȅ άƎƭƻōŀƭ-ƎƻǾŜǊƴŀƴŎŜέ ŎƘŀǘǘŜǊΣ ƻōƭƛǾƛƻǳǎ ǘƻ ǘƘŜ ǊŜŀƭ-world limits to 

international collective action. It is a recipe for all-round stalemate. 

 

! ŎȅƴƛŎŀƭ ǾƛŜǿ ƘƻƭŘǎ ǘƘŀǘ ά¢ƘŜ !{9!b ²ŀȅέ ǎǳōǎǳƳŜǎ ƭƻŦǘȅ ǊƘŜǘƻǊƛŎΣ ŀƳōƛǘƛƻƴǎΣ Ǿƛǎƛƻƴǎ ŀƴŘ ōƭǳŜǇǊƛƴǘǎΣ 

all convenient window-dressing to cover intergovernmental cracks and present the appearance of 

harmony ς while governments get on separately with their national agendas. That would be a hyper-

cynical reading of the ASEAN Charter. To the hard-boiled realist, such an ASEAN Way has its merits. But, 

if taken to extremes, it makes ASEAN a mere rhetorical and paper-tiger exercise. It could be more than 

that ς providing policy makers and opinion-formers lower their ambitions and expectations and ground 

them in terra firma. 
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