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ASEAN’s Contribution to the Building of an
Asian Economic Community

K. Kesavapany

1.Introduction

The emergence of ASEAN asa regional grouping

The Asociation of Southeest Asan Naions (ASEAN) was edtablished on 8 August
1967 amidd a peiod of great geopoliticd uncetainties The dgning of the Bangkok
Dedaation by the five origind Member Countries namdly Indonesa, Madaysa, Philippines
Snggpore and Thaland paved the way for the formaion of this grouping. Fve more
members have since joined this grouping over a period of more than three decades™.

ASEAN was formed with the am of fulfilling three man objectives, viz. @ to
promote the economic, socd and culturd development of the region through cooperative
programmes, b) to safeguard the politicdl and economic gSebility of the region agangt big
power rivary; ¢) and to serve as a forum for the resolution of intra-regiond differences To
provide adminigrative support to the grouping and hdp in better coordination, an ASEAN
Secretariat, headed by a Secretlary Generd, was edablished in Jekata during the Firs
ASEAN Summit medting in Bdi in February 1976.

At this summit, the member countries in recognition of ther cose interdependence
on one another, sgned the Treaty of Amity and Cooperaion in Southeest Asa (TAC). The
tresty spelled out the badc principles for their relations with one another and the conduct of
the grouping’s programme for cooperation?.

! Brunei Darussdlam joined the Association on 8 January 1984. The four new members added in the decade of
the nineties were Vietham (1995), Laos and Myanmar (1997), and Cambodia (1999).

2 The TAC endrined the following principless mutual respect for one another’s sovereignty; noninterference in

internd  affairs, the peaceful settlement of intra-regiona disputes, effective cooperation and provison for a code
of conduct for the peaceful settlement of disputes.



Ove the next few decades, ASEAN, as a grouping, achieved important milestones by
promoting regiond peece and dability, enhancing its economic rdations with non-member
daes and regiond groupings, and enhancing deps for economic integraion among the

member countries. The achievementsof ASEAN in each of these three areas were as follows,

a) To promote regiond peece and dability, apat from the TAC, ASEAN members
sgned two important accords. One was the Zone of Peace, Freedom and Neutrdity
(ZOPFEN) Dedaraion in 1991, while the other was the Tresty on the Southeest Asa
Nuder Wegpon Free Zone (SEANWEFZ) in 1995. A mgor achievement by the
grouping was a ocontribution towards the resolution of the Cambodian conflict,
through a ASEAN gponsored UN resolution. ASEAN dso  spearheaded  the
edablishment of the ASEAN Regiond Forum (ARF) in 1994, which was amed a
working with non-member states to enhance regiona security.

b) The need to expand rdaions with non-member countries, regiond groupings and
organizations, was discussed a the Secoord ASEAN Summit in Kuda Lumpur in
1977. This led to the edtablishment to the sysem of didogue patnership, with the
fordgn minigers of didogue patner countries interacting with ther ASEAN
counterparts on  promoting economic and politicd  cooperation. The initid didogue
partners of ASEAN were Audrdia, Canada, EU, Jgpan, New Zedand and the US.
Later, Four more countries joined the ASEAN didogue sysem. These were China
(1996), India (1996), the Republic of Korea (1991) and Russa (1996). The United
Nations Devdopment Programme (1977) remains the only didogue partner that is not
asovereign state.

C) Although ASEAN a a grouping wes initidly focusad extensvey on politica
cooperation and the datanment of regiona security and dability, regional economic
cooperation as one of its objectives was dways on the agenda. At the Fourth ASEAN
Summit in Singagpore in 1992, ASEAN leaders moved towards promoting regiond
economic cooperdtion by dgning the Framework Agreement on ASEAN Economic
Cooperation. The mgor outcome of this exerdse was the edablishment of the
Common Effective Preferentid Tariff (CEPT) Scheme, as an indrument to creste the
ASEAN Free Trade Area (AFTA). Snce then, ASEAN has achieved important
milesones in implementing AFTA for ASEAN-6 in 2003. Programmes to echieve
degper regiond economic integration beyond goods, and in sarvices trade fadlitation
and in invesment, have been formulated. These will be discussed in deal in the later
part of this paper.



Thus, over a period of more than three decades, ASEAN has emerged as one of the
mogs important regiond groupings in Ada, with dgnificant experience and achievements in
ataning doser cooperaion among its members a dl levds. This cuminated in the Hanoi
Pan of Action of 1998 which envisaged an integrated ASEAN by the year 2020.

ASEAN's expaience in promoting regiona economic integration could provide
important lessons for esablishment of a wider pan-Adan regiond economic community, the
rationde for which has been clearly enunciated in the theme paper by Dr. Nagesh Kumar.
My presentation would seek to show the contribution that ASEAN, as a sub-regiond
grouping, could make to the evolution of an Asan Economic Community.

2. The Genesis of Economic Cooperation within ASEAN

The deps towards economic integration in ASEAN darted with the establishment of
the ASEAN Free Trade Area (AFTA), and the dgning of a Common Effective Preferentid
Taiff (CEPT) Scheme in 1992. The am was to diminate tariff bariers among Southeast
Adan countries and integrate the ASEAN economies into a single production base and
regiond market. Over time the AFTA has been extended to indude other areas of economic
cooperation gpart from merchandise trade. These incude the ASEAN Framework Agreement
on Savices (AFAS), dgned in 1995, for liberdizing trade in sarvices within ASEAN, and the
ASEAN Invesment Area (AlA), dSgned in 1998, for liberdizing invesment flows within the

region.

This section reviews the dae of economic integration in ASEAN by andyzing the
devdopments in each of these components of regiond integraion involving merchandise
trade, sarvices trade and investment flows respectively. It dso andyzes the trade facilitation
measures undertaken to support these componerts and the ways in which these can hdp in
gregter economic integration among the ASEAN economies.

i) Merchandise Trade
The CEPT under AFTA was fully implemented in 2003 with the origind sx members

(Mdayda, Singgpore, Indonesa, the Philippines Thaland and Brung) complying with the
Agreement on the CEPT Scheme, which requires that tariff rates on a wide range of products



traded within the region be reduced to between zero and 5 percent. Some of the earlier targets
for newer ASEAN members have been advanced in the light of rapid changes in the globd
economy. Thus, Vietnam is expected to reech its tariff dimination target in 2006, Laos and
Myanmar in 2008 and Cambodiain 2010.

Among the new members of ASEAN, Vie Nam is expected to maximize the
number of taiff lines in the 0-5 percent range by 2003, while the deadline for Laos and
Myanmar is 2005.

The above indicates that there has been dgnificant progress on the CEPT
implementation, with the intention of achieving a free trade aea among dl ASEAN
members much ealier than planned.  In September 1999, ASEAN economic minisers
went further to redize a vison of a regiond free trade area by sSgning an agreement to
adopt a target of zero tariffs by 2015 for the ASEAN-6 countries and by 2018 for the
newer ASEAN member countries. Hence, the full implementation of the CEPT across dl
ASEAN members by 2010 and the target of dose to zero taiffs by 2018 would be
important building blocks for regiona economic integration.

ii) Services

The ASEAN Framework Agreement on Services (AFAS) is a regiond agreement on
sarvices trade cooperdtion involving the member countries of the Associgion of Southeest
Adan Nations (ASEAN). This was Sgned during the Ffth ASEAN Summit on December 15,
1995. The AFAS was amed a enhancing co-operation in the service sector among ASEAN
membas by diminging intraregiond trade redrictions and expanding the scope of
liberdization in sarvices beyond those dready undertaken under the Generd Agreement on
Trade in Services (GATS)® In other words, the AFAS is meant to be GATS-plus’. Under the
AFAS, initid negotigions focused on finendd sarvices trangport, tdecommunications,

tourism and professond business sarvices.

® The GATS is the service dement of the WTO. The agreement which came into force in 1995 is negotiated by
the government themselves and consists of mulltilatera rules covering internationd trade in services.

* This sort of preferentid treatment in services trade among regiond groupings is permitted under WTO rules,
provided that the agreement covers “subgtantidly al” sectors, and diminates discrimination among members to
asubgtantid extent aswell.



Currently, the AFAS has completed two rounds of negotiaions, with three packages
of commitments in seven sarvice sectors, adding congruction and maritime trangport services
to its initid lig of five sectors. The initid packege of commitments was endorsed during the
20th ASEAN Economic Minigers (AEM) medting on October 16, 1997 in Kuda Lumpur,
Mdaysa A second package of commitments was concluded & the 30th AEM on October 7,
1998 in Makai dty, Philippines Subsequently, a third package of commitments was
goproved during the 7th ASEAN Transport Minisers meeting in Kuda Lumpur, Mdaysa in
October 2001. The third round of negatiations was launched during the 33rd AEM a Hanai,
Vietnam, dating from 2002 and ending in 2004, coveing dl savice sectors and dl four
modes of service provison.

The ASEAN Economic Minigers have conddered that for the third round of
negatiations, with the view to accderaing progressve liberdization, Member Countries
adopt the ‘like-minded countries goproach’ (dso known as the “ASEAN minus-X
principle’) wherein agreements could be concdluded by those countries that were reedy
while others could accede &t alater time.

Thus ovedl, in a gap of aout eght years snce AFAS was sgned, three rounds
of negotiations have teken place However, an andyss of the commitments made by
individu ASEAN countries for the liberdization of important service sectors indicae
that not much progress has been achieved during the fird two rounds of negotiaions
Rgan and Sen, (2002); Nikomborirak and Stephenson (2001). Irdeed, if one compares
the various specific AFAS commitments offered by the ASEAN economies it can be
summarized that the content of services trade liberdization in most of these countries can
a bet be temed as “wesk”. The common trade bariers as evinced by these
commitments are manly in the form of redrictions on equity participation, on the type of
commercid establishment that is dlowed to be set up by the foreign company (i.e joint
ventures, representative  offices, branches, or whally foregn owned), and on the
movement of naturd persons (mode 4), are common for other categories of sarvices trade
as wdl. Thee bariers continue to affect the efficiency and competitiveness of service
sector in these countries, but are preferred since they serve domestic business interests.

One of the key chdlenges facing AFAS is the accommodaion of the uneven
levels of devdopment among the ASEAN economies, and gaining technicd expertise in



the legd and sectord agpects of sarvices trade liberdizaion, and a the same time
enauring that the process of liberdization proceeds smoothly. Some andysts argue that
AFAS should have a multi-track gpproach wherein some indudries that are more repidly
growing and ae less afected by nationd interess be liberdized faster than others (Low,
2000).

This indicates that in the context of broader economic cooperdion, it is the area of
savices trade liberdization among ASEAN economies that would be the mogt
chdlenging of dl to implement, espedidly as it would affect the domedtic interests of
each member country in a different manner.

iil) Investment

ASEAN Minigers sgned the Framework Agreement on the ASEAN Invesment Area
(AIA) on 7 October 1998 in Manila The AIA ams to meke ASEAN a competitive
conducive and liberd investment area. The privileges offered by the AIA in investmen,
maket access and the granting of nationd trestment teke immediae effect for ASEAN
investors, with the exception of those sectors in the lig of exdusions, which indudes a
Temporay Exduson Lig (TEL), Sendtive Lig, and a Gened Exception List. Under the
AlA, Brund Daussaam, Indonesa, Mdaysa, Myanmar, the Philippines, Singgpore and
Thaland had until 1 January 2003 to phase out their Temporary Exdudson Lis (TEL) fr the
manufacturing sector.  The newer members of ASEAN, Cambodia, Laos and Viet Nam have
until 1 January 2010 to do so.

The AIA is expected to have important implicaions for investment drategies and
production edtivities in the region. For indance, the AIA will encourage investors to think
increesingly in regiond term and to adopt a regiond invesment draiegy and network of
operdions. It is thus expected to provide greater scope for divison of labour and indudtrid
activiies across the region, cregting opportunities for grester efficiency and cost
competitiveness.  Current and potentid investors are thus expected to benefit from the AIA
arangements through grester investment access to indudries and economic sectors, nationd
treetment as ASEAN investors, greater trangparency and a more liberd and competitive



investment regimes and through lower transaction codts for business operaions across the

region.

A MinigerigkHlevd ASEAN Invesment Area Council has been established to oversee
the implementation of the Framework Agreement. This Council is assged by the ASEAN
Coordinating Committee on  Invesimen. There ae currently three programmes that
conditute the building blocks for the AIA, i.e @ Cooperdtion and Fedilitation Programme to
ASEAN's compditiveness and provide invesors with an effident and low-transaction cost
invesment environment; b) Promotion and Awareness Programme to promote ASEAN as a
sngle invesment dedination, and to give investors a better undersanding and awaeness of
the region's invesment opportunities ¢) Liberdization Programme to open up invesment
regimes throughout the region by diminaing invesment bariers, liberdizing investment
rules and policies, and granting netiond trestment.

It is noted thet the AIA programme is aso supported by the indudtrid cooperation
programme viz. the ASEAN Indudrid Cooperation (AICO), which wes initisted in 1996 to
encourage companies across ASEAN  economies to cooperae in the manufacturing  of
sdected products, which could enjoy preferentid tariff rates of 0-5 percent as in the CEPT
scheme and other privileges.

Thus, through the AIA and AICO, ASEAN economies dready have a framework
agreement in place for regiond indugtrid and investment cooperatiion, which once fully
implemented, would be an important dement of a more economicdly integrated ASEAN.
This is s0 as it will not only hdp in dtracting grester foreign investment within the
ASEAN economies from aoroad, but would dso hep in fostering greaer intraregiond
invesment within ASEAN. However, it is to be noted tha snce commercid presence
through foreign investment is a mgor mode of service provison, the success of the AIA
would criticdly depend upon the pace and extent of sarvices trade liberdization within
ASEAN, under the AFAS.

iv) eASEAN
The ASEAN leadas a ther summit meding in Manila in November 1999,

endorsed the e-ASEAN initigtive. This ams to develop a broadbased and comprehensive
ation plan induding physcd, legd, logidicd, socid and economic infrastructure needed



to promote an ASEAN e-pace, as pat of an ASEAN postioning and branding drategy.
e-ASEAN would cover the economy, society and government. A highlevd e ASEAN
Task Force comprisng government and private sectar representatives has been working
on concrete ways to redize the initiative. While focusng on encouraging and fedilitating
the growth of e-commerce, e-ASEAN would indude prestriptive measures to narrow the
digitd divide within the region.

e-ASEAN is a bold initiative that needs to be explored in grester detall, in order to
integrate it with the other inititives on regiond trade and invesment cooperation as
indicated earlier. The proposed ASEAN e-gpace, as envisaged by this initiative, would be
vital for efficient networking and coordinetion within ASEAN.

v) Trade Facilitation

Trade fadilitation messures conditute a vitd support framework for ensuring the
success of any regiond trade and investment progranmes. In this context, it is important to
note that an ASEAN Agreement on Cusoms (AAC) was dgned in 1997, which is amed a
enhancing cusoms cooperaion and harmonization of procedures and to ensure efficient
adminigration and expeditious dearance of goods to fadilitate intraregiond trade and
invesments across ASEAN countries.  Another objective was to ensure consstency,
trangparency and far application of Cugoms laws and regulations, procedures and other
adminigretive guiddines within eech ASEAN Member State. This has been edablished as
pat of the broader ASEAN Customs Vison 2020°. ASEAN member countries aso entered
into a protocol for establishing a Dispute settlement Mechanism in November 1996 in Manila
to drengthen the rules and disciplines of the CEPT progranme. The adoption of an ASEAN
Harmonized Tariff Nomendature by 2002 has dso been targeted.

Further, two important developments in this area have taken place. The firg rdates to
the harmonization of product sandards for priority sectors. ASEAN has identified 20 priority
sectors, manly dectricd and dectronic  products, whose product standards would  be

® The theme of the ASEAN Customs Vison 2020 is An ASEAN Customs Partnership for World Class
Sandards and Excdlence in efficiency, professonalism and service and uniformity through harmonized
procedures, to promote trade and investment and to protect the health and well-beng of the AFEAN
Community. See Joint Press Statement on the Fifth ASEAN Director-Generd Meseting of Customs Mesting,
Brune Darussadlam, 2223 May 1997 <www.aseansec.org>



hamonized to internationd dandards. The second reaes to the devdopment of Mutud
Recognition Agreements (MRAS) across ASEAN members. A Framework Agreement on
Mutua Recognition Agreements was sgned in December 1998,  Under the MRAs 4l
ASEAN Member countries would use the value of intraregiond trade, exisence of technica
bariers and indication of drong interet from member countries as criteria for identifying the
sectors that would be suitable for MRAs. ASEAN has consdered MRAS 0 far for cosmetics,
pharmaceuticas, dectrical and eectronic products (Teh, 2000).

Challenges for broader Economic I ntegration

Snce the Adan financid criss of 1997-1998, growth prospects in ASEAN countries
over the longer to medium tem have diminished, with a dedine in the levds of foreign
invesment and in inraASEAN trade, which presently accounts for nearly one-fourth of
ASEAN's totd trade, dightly higher than 214 percent in 1993. This has led ASEAN to look
for growth opportunities by engaging its trading partners outside the region.

ASEAN leaders have dso been concened by the growing competitive chdlenge from
China According to the United Nations Conference on Trade and Development (UNCTAD),
China is now the largest recipient of foreign direct investment (FDI) flows in the Ada-Pacific
region. There are acute concerns that Chind's rise would divert FDI inflows from ASEAN
towards Ching, and enhance export competition in third markets in products wherein both
China and ASEAN enjoy a drong compaative advantege, thus affecting ASEAN's

competitiveness.

Concurrent with China's rgpid growth, the Indian economy is dso emerging as a
potentid chdlenger to Southees Ada However, India dso provides economic opportunities
for cooperation with a growth potentid of more than 6 % per anum. Thus, China and India
dong with Southeest Ada now conditute the new growth pools of Ada being one of the
fastest growing regions in the world. Bilaterd trade growth has spurred among these three
entities in recent years with ASEAN-China trade growing & about 3050 % per annum,
ASEAN-India trade growing a about 30% per annum, and a 52-fold increese in China-India
trade over a decade, dbet from a dgnificantly low base Such trends are indicative of an
emerging economic network between these three growth poles.



In an increesingly globdised economy, it has thus become critical for Southeest
Ada to day competitive in order to remain an important growth pole in Ada dong with
the emerging market economies of China and India For ASEAN, this would thus involve
the redtructuring and integration of ther economies. Clearly, an economicaly integrated
ASEAN with a combined populaion of 500 million could meke the region more
compdiitive vis-avis China and India, while a the same time srengthening economic
linkeges with them. It is in this context that a the ASEAN Summit on 4 November 2002
in Cambodia, ASEAN leaders agreed to explore the posshility of transforming ASEAN
into an ASEAN Economic Community (AEC) by 2020. Although the concept of an AEC
and how this would be achieved were not daboraied during the Summit, it undoubtedly
involves fogtering cdoser economic cooperation and expediting the current  economic
integration process within ASEAN.

The aove andyds of the present date of economic integraion programmes in
ASEAN suggests that most of the programmes for achieving regiond economic
integretion through trade and invesmet ae dready in place, with most of the
components, with the excgption of AFAS and e-ASEAN, having a deadine for
implementation by 2010. In other words most of the building blocks for the proposed
AEC by 2020 seem to be dready in place. However, there are serious chalenges to be
faced by both ASEAN as an entity as wel as its individud member countries, in order to
bring the proposed AEC to aredlity.

Firg, with the implementation of the CEPT on target for dl ASEAN economies by
2010, savices trade liberdization under AFAS needs to be accorded top priority. It is
expected that the current round of negotiations as well as the future ones would yiedd more

bold and subgantid commitments for market access in important service sectors  viz

Tdecommunication, Energy sarvices, Financid Sarvices and Travd and Transport, which are
essantid for enhancing competitiveness of ASEAN countries in an increesingly  knowledge-
based and repidly globdizing world. Although the ASEAN minus-X principle is useful in this
regad to dlow fader membes to liberdize ealier, it is important to ensure that dower
members ae dso aile to “caich-up” faser in this area Edablishment of deadlines for
implementation of negotiaions under AFAS s thus critical to provide a sense of urgency in
this respect. Thus, as mentioned earlier, rgpid progress and implementation of services trade

liberdization would be centrd to an early redization of the proposed AEC.

10



Second, it is important to note that for the above to be successful, many of the
individual member countries within ASEAN would have to focus on domedic reforms, and
would need to enhance their competitiveness in these sectors (Nesadura, 2003). This is
paticularly so in case of the financia services sector, which was affected the most during the
crigs of 1997-98. Some ASEAN countries viz. Mdaysa, have made important progress in
these directions, but others, viz. Indonesia have fdlen back on the pace of domedic reforms
and would need to step up the pace.

Fndly, it is important to note that dthough individud programmes and framework
agreements for regiond economic cooperation are in place, they ae inadequate to help
achieve the redization of the proposed AEC without the edablishment of a stronger
inditutiond Sructure with a better enforcement mechanism. There is thus a need to
dreamling, drengthen and enhance coordination among the exiding inditutions, as wel as
desgn better enforcement mechanisms in order to faclitate the crestion of an economic
community as envisaged by the proposed AEC. Credtion of new suprandiond inditutions
may be required in this context, with the powers of the exising ASEAN Secretaria being
srengthened.

To condude, if individud ASEAN member governments can commit towards speedy
implementetion of the component programmes, paticulaly in sarvices as wdl as invesment
liberdization, successfully implement a zerotariff AFTA and achieve better trede facilitation
across borders, with a proper inditutiond framework in place, such seps would sgnificantly
hdp ASEAN to consolidate itsdf as a regiond market in the form of the proposed AEC by
the year 2020.

Hopefully, the experiences of ASEAN in moving towards sub-regiond economic
integration could provide some indghts into the road ahead for the redization of the Adan
Economic Community.

3. Sub-Regional Economic Cooperation between ASEAN and Its Trading Partners
Building Blocksfor an Asian Economic Community

Over the decades, ASEAN has erhanced its sub-regiond cooperation with it mgor
trading partners outsde the region as well as the regiond groupings therein (Figure 1). Thus
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the web of ASEAN’s sub-regiond cooperdion involves the Ada-Pecific economies (through
APEC), Ldin American economies (through the EALAF), EU economies (through the
ASEM), and the SAARC economic grouping (by way of Indids membership in the ARF and
being a didogue patner of ASEAN gnce 1996). However, the degree and intengty of
ASEAN’'s engagement with each of these groupings varies condderably, depending upon
drategic and economic condderations of ASEAN.

In the aftermath of the criss in East Ada in 1997-98, there has been an increased need
for grester inditutiond cooperaion transcending North and Southeast Asa Thus, efforts
towards regiondism has been further stepped up in East Ada with the formation of the
ASEAN+3 grouping in 1997 comprisng of ASEAN member countries and China Jgpan and
Koreg, the three mgor economies in Eas Asa This has been widdy observed as a move
towards achieving an East Asa-wide Free Trade Area in future’. The impetus has gathered
momentum with initistives from these three Eag ASan economies to form a hilatera FTAS
or a doser economic patnership with ASEAN economies. The mogt important of these
initistives from a drategic as wdl as economic point of view for ASEAN, is tha of the
ASEAN-China FTA. The framework agreement for this FTA has dready been dgned in
November 2002 a the last ASEAN summit. Thus ASEAN is dready playing an important
rolein abuild-up of this East ASan economic community.

It is obsarved that such an arangement does become a building block for a wider pan-
Adan Economic Community if another mgor emerging market economy in Ada ie Irdia
joins in. India had hitheto not yet entered into any preferentid trade negotiations with any
other regiond grouping or its members on a hbilaerd bads except for some of its regiond
neighbours viz. Nepd and Si Lanka Both of these are SAARC member countries of which
India is dso a member. It is important to note that India is now more activdly pursuing
bilaerd trade negotiations with its other mgor trading partners induding those in ASEAN.
Thus, India is a an advanced stage of trade negotiations with Brezil, Chile, and Thailand,
with negatiations expected to begin with Singapore in April 2003.

It is evident that Indids increesng engagement with ASEAN snce 1991, as pat of its
look-eest  policy, provides an important link to the buldng up of an Adan Economic



Community. This engagement has seen some important milestones for degpening economic
and politicd rdations. 1t began with its interaction as a sectord didogue partner of ASEAN
in 1992 on aess viz. trade, investment, tourism and science and technology. Mutud interest
for a wider engagement led India to be invited as a full didogue patner of ASEAN during
the Ffth ASEAN Summit in Bangkok in December 1995. The importance of India for Aga's
regiond security prompted ASEAN to futher invite India to be a member of the ASEAN
Regiond Forum (ARF) in July 1996. However, the most important milestone was achieved
recently with the beginning of the firda ASEAN-India summit hdd in Phnom Penh Cambodia
in November 2002. This summit has been the result of drong sgnds of economic
cooperadion from India provided by a sries of bilaed vidts by Indian leeders to exising as
wdl as smdler and newer members of ASEAN, which highlighted the need for both parties
to bilaerd engage in summit leved interactions for a degper and greater undersanding of the
opportunities and chalenges faced by them, and find ways for effective cooperdtion to cregte
synergies for mutud benefits As andyzed in Asher et.d (2001), India now has the capability
to cooperate with ASEAN member-countries not just on food security by exporting (and
importing) wide variety of food products such as rice and wheat, but dso be a patner in
agricultural research and technology, and machinery. It can dso cooperae in addressng the
digitad divide and patner ASEAN membeas in media and entetanment indudry. Indian
technicd and professond manpower is competitive and has been culturdly compatible with
those in ASEAN member countries.

Among the various issues discissed and proposed during the firs ASEAN-India
summit, of particular Sgnificance is that of India proposng to form a dosxr economic
partnership (CEP) with ASEAN, with a view to establish a free trade area within a decade.
ASEAN members are dso engaged in bilaterd economic cooperaion & the same time, with
some membeas viz. Sngagpore, engaged in edablishing a bilaed Closr  Economic
Cooperation Agreement (CECA) with India’. It is important to note that a the same time, the
bilaterd reaionship between India and Ching, Jepan, as wel as South Korea has adso been
indeed growing, with a trend that is likdy to continue Thee devdopments, dong with the
proposed ASEAN-India FTA could thus link up with the web of other FTAs invalving
ASEAN, to eventudly edablish a sronger economic redionship between Indiaz ASEAN,

® An East Asian Vision Group was formed in 1998 to look into the possbilities of forming an East ASan Free
Trade Area, before 2020, the deadline for free trade within APEC, as set by the Bogor Declaration of 1996.

13



and the three Eagt Adan economies. This, as argued, would lay a strong foundation for an
Adan Economic Community.

4. Concluding Remarks

The economic deveopments within ASEAN and the various initidives to promote
regiond integraion, as wdl as its atempts to enhance cooperative rdaionships with
countries outsgde the region, indicates that ASEAN is wel placed to make a podtive and
subgtantid  contribution to the emergence of an Adan Economic Community. Indeed, if
ASEAN redizes its vison of achieving an ASEAN Economic Community by 2020, this
contribution could be even more substartial.

Currently, ASEAN holds sgparate annud summit medtings with Ching, Jgpan and
Korea within the ASEAN+3 framework, and will dso be holding smilar meetings with India
In the context of an Adan Economic Community, ASEAN thus could sarve as a vitd link
between India and the East Adan economies. Hopefully, this could lead to the establishment
of an ASEAN+4 framework. Such a framework would enable North and Southeast Asa to
interact more effectivdly with India However, the ggnificant heterogengity among these
Adan countries would present sgnificant chdlenges. Some of these chdlenges have dready
been outlined in the context of economic integration within ASEAN, which in itdf is an
heterogeneous entity a the firsd place Such chdlenges would manifest in a much bigger
manner when conddered in the context of an Adan Economic Community. Hence, lessons
from ASEAN’'s emergence as a regiond grouping and its efforts towards grester economic
integration could serve as a usHful learning experience in the quest towards achieving an
Adan Economic Community.

" The framework agreement for the CECA is expected to be completed in April, with the vist of Singapore
Prime Minister Mr. Goh Chok Tong to India
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