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Structure of this presentation

 ASEAN Economic Community:  What 

does it mean?

 Implications and Consequences for 

ASEAN and Indonesia

 Comparison EU Single Market vs ASEAN 

Economic Community

 Conclusion
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The 4 Pillars of the AEC
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Free Flow of Services



Progress?



ASEAN Economic Co-Operation



Opportunities for Companies

 Expanded Market Access Opportunities for 
companies

 Lower transaction costs through elimination of 
tariffs and NTBs on goods and improved 
regulatory environment on services

 Increased economic integration will strengthen 
business networks across ASEAN

 Larger economies of scale for businesses and 
industries, thereby increasing productivity while 
reducing production costs

 Increased trade and investment will promote greater 
entrepreneurship and innovation in products and 
services

 Improved competitiveness in the world market



Trade within ASEAN



Trade



Opportunities for the ASEAN 

member states

 Increased attractiveness to foreign direct 
investment (FDI) from outside the region

 Greater demand for goods and services will create 
economic growth ( more jobs in industries such as 
manufacturing, transport, logistics and communications)

 Less developed ASEAN member states will get 
better access to ASEAN capital, investment, technology 
and  technical assistance 

 Greater participation possibilities in global 
production networks and value chains

 Greater leverage in regional and international 
negotiations



AEC Perspectives



Challenges

 The ASEAN member nations are at 
different stages of development

 Diversity of the member states and the 
economic status of the ASEAN population.

 Gap between rich and poor member states 
remains very large

 Development gaps in terms of infrastructure, 
income levels, and human capital

 Disparities in the enforcement of the rule of 
law, transparency, competitiveness and good 
governance 



GDP of ASEAN member states



GDP per capita of ASEAN member 

states









Export Orientation

Source: http://www.establishmentpost.com/wp-content/uploads/2015/04/Southeast-Asia-Exports-as-Share-of-

GDP.jpg



Challenges for ASEAN 

 Non-Tariff Barriers (NTBs) still exist and present 
obstacles to free trade 

 Reduction of NTBs will take a long time to make 
changes, even when the intention and willingness 
are there, because of the lack of firm and 
consistent controlling mechanisms in many 
ASEAN countries

 Domestic industries still demand protection

 Countries, such as Indonesia, have not reduced 
their NTBs but have actually set up more 
regulations to protect their domestic economies.



Challenges for ASEAN 

 Infrastructure deficiencies, which raise the 
transport costs of doing business, will take 
years to address.

 Political instability combined with a high 
incidence of corruption in many countries

 Lack of uniformity, enforceability, and 
transparency in investment regulations 

 Competition policy (i.e. anti-monopoly law) 
far from being standardised



Opportunities for Indonesia

 Indonesia might have the benefits of increasing foreign 

investment as well as increased exports noted as an 

important driver of growth for the economy

 The World Bank estimates that the enforcement of AEC 

will attract about 40 percent more Foreign Direct 

Investment (FDI) to Indonesia

 Opportunity for economic growth and 

modernization because the removal of barriers and 

encouragement of investment from the ASEAN region

 Changing the inward-looking mentality of the 

Indonesian companies



Challenges for Indonesia

 Tougher competition demands better human 

resources. Quality of education remains low for 

Labour:  64 percent of the total 118 million 

workers have only junior high school or lower 

education

 Rising Wages – Stagnating Productivity

 Ability to speak foreign languages, especially 

English is quite low for Indonesians



Challenges for Indonesia



Challenges for Indonesia

Source: English Proficiency Index 2015



Challenges for Indonesia

 The industrial sector is fragile due to its 
dependence on imported raw materials and 
semi-finished products

 Diversification of exports needed 
(decreasing commodity prices)

 Limited supply of energy to be supplied to 
industry (frequent blackouts)

 Availability and quality of infrastructure is 
still lacking thus affecting the smooth flow of 
goods and services. Logistics cost are very 
high in Indonesia



Challenges for Indonesia

Source:World Bank Report Indonesia, Sept. 2013



What can ASEAN learn from 

Europe?



Comparison  AEC - EU

Characteristic AEC EU

Main principle Non-interference and 

respect of national 

sovereignty of each 

member state

Pooling of sovereignty for 

common gains with the EU as a 

supranational entity adopting 

legal acts

Binding 

commitment

None Strictly binding for all member 

states. EU economic integration 

is based on written and hard 

rules

Enforcement of 

Agreement

ASEAN Integration 

Monitoring Office with 

no specific enforcement 

power 

Enforcement by the EU 

Commission and the Court of 

Justice of the EU

Single Currency None Euro

Supranational

Entity 

None European Central Bank, Court 

of Justice of the EU



Comparison  AEC - EU



What can ASEAN learn from 

Europe?
 The primary purpose of the EU was to help 

foster economic prosperity in Europe

 Economic integration is the most successful 

tenet of the EU

 Intra-EU trade has risen enormously and 

each member state profited from the 

economic growth of the neighboring states

 However, economic integration is only one 

are of integration



EU in Crisis

 Greek government's default on its debts 
raised questions about the efficacy of the 
common European currency

 High state debts in many countries and slow 
economic growth rates in many states

 More than 1 mio. Refugees from Syria, Iraq,  
Afghanistan etc.

 Growing right-wing extremism in various 
countries

 Revival of border controls/ fences/ abolition 
of Schengen agreement?

 Referendum in the UK: British exit, or Brexit
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What can ASEAN learn from 

Europe?
 Free movement of people within the EU 

sharpened European identity (work and 

live where you want)

 EU Student exchange programs and a 

common program for student credit 

points among EU universities

 Interest in fellow member countries and 

acceptance of political/ economic 

dependence



What can ASEAN learn from 

Europe?
 Own budget for the EU

 EU's experience in bridging the economic 

gap between West and Eastern Europe as 

well as between North and Southern 

Europe

 Structural and cohesion funds

 Not to follow: The immense expenditures 

of the EU for agricultural subsidies



EU budget (150 billion Euro)



Conclusion 1

 The AEC will not have drastic 
consequences, but rather to incremental 
changes over the next years

 FTAs with China, Japan, India etc. already 
in place

 Indonesia will rather profit (more FDI and 
more exports) from the AEC

 Possibility to change inward-looking 
mentality of Indonesia’s economy (low 
export-orientation)



Conclusion 2

 The EU and the AEC are only on the first 
view similar

 The EU used economic integration as start 
for a political union with supranational 
features, ASEAN will not

 Economic integration was quite successful in 
the EU, and will also most probably be 
beneficial for the ASEAN member states

 The ASEAN member states can learn from 
the EU about identity-building and financial 
solidarity between more and less developed 
member states


