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Presentation Outline

1. ASEANEconomic Integration: In Theory

2. ASEANEconomicIntegration: In Practice




1.1“Four Freedoms™ of Economic Integration

Free movements of
goods

Free movements of
services and
investment

Free movements of
labour

Free movements of
capital




1.2 Levels of Economic Integration

Political
Union

Commaon government

Economic Common currency, harmonized tax rates,
Union common monetary and fiscal palicy: EU
(partial)

Factors of production move freely between
members

Level of integration

Customs Comman external tariffs

Free trade between members: NAFTA,
Trede Mercasur, ASEAN (partial)

Complexity




1.3 ASEAN Community

1. Singlemarket and productionbase
2 Conpetitiveeconoricregion

3. Enuitable economic development
4 Integrationintothe Global
econoy
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1.4 ASEAN s Path of Economic Integration

1992
ASEAN 1999 2009+
Free ASEAN ASEANH+
1967 Trade Investment FTA
Establishment Area Agreement
e 6 6 o6 o o o @
1981 1995 2007 2005-09 2015
Preferential ASEAN AEC Skilled Labor
Trade Framework Blueprint MRA ASEAN
Agreement Agreement on Economic

Services Community

ASEAN Economic Community Blueprint (2007)




1.5 AEC and ASEANs Diversity

ASEAN: The World's Most diverse
economic bloc

ASEAN ECOn0miC R EEULI . FromBrunei (0.4 mil) to
Community: aworkin JUCYRRY  indonesia 237D
process, moving in “baby
steps’.

- Sixtytimes' differencein
per-capita GDP betweenrichest

and poorest country
. - One advanced economy,
Loose a n d fleX| b l_ e DEVE i B sixemerging market and three
. . . . Stages low-income developing
integration due to diversity cconemics
Economic - Fromnascent capital marketsto

Infrastructure regional financial centers




1.6 Pillars of the ASEAN Economic Community

Pillar |

Single Market and Pillar Il

Production Base

Competitive Pillar 1l

Free flow of Goods Economic Region

Equitable

Free flow of Services .
Economic

Free flow of Development
Investment

Freer flow of Capital

Free flow of Labor

Source: ASEAN ECONOMIC COMMUNITY BLUEPRINT - ASEAN Secretariat, January 2008
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Pillar IV

Integration into the

Global Economy
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1.7 AHC Goods

Tariffs are virtually eliminated, but
non-tariff measures are on the rise.

ASEAN: Tariffs and NTM
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Sources: ASEAN Secretariat, ASEAN-ERIA-UNCTAD NTM Database (2016), ADB (2010)

Greater trade
facilitation through
connectivity and
streamlined customs
procedures.

But: Non-Tariff Barriers

\remain

ASEAN trades maore with its

“+B" dialogue partners with
ASEAN+ FTAs and the rest of

the world than with itself.

\

ASEAN Trade Shares, 2015

Rest of the
World
40%

[ntra-ASEAN
24%

“Plus Six"

6%




18@ mc&m&m ﬁ Investment liberalization within ASEAN is also \

Liberalisation of

services 1S very uneven

Foreign Equity Ownershipin Service Sectars

0 49 70

100

—

LUNeven.
ASEAN (ACIA) FDI Index
(zero is no restriction)
— E::Eign Bquity participation dependent on negative 0.3%4
= Mostly open except for some sectors (oil. culture) 070
, Generally at 40% 0475
E Mostly open 0.047
\-E Generally at 49%, higher conditional 0791

|/

Intra-ASEAN Intra-ASEAN F[N

Services 8%
16 %

Intra-ASEAN

Servicesand Investent

areonly

afractionof thetatal.

L

Sources: AFAS Tenth Package (2018), ACIA Reservation List (2009), OECD FDI Regulatory Restrictiveness Index, ASEAN Secretariat (2016)




’I]nly facilitation of 8 skilled \ Most migrant workers within ASEI-\NA But: Professionals account for unlyh

professionals—but they still need to non-professionals, whose remittance minuscule share of labour movements.
comply with domestic entry total up to 5% of GDP (for Myanmar).

reqgulations.

Corridors of labour movements

6.9 million registered
migrants in ASEAN

Architects

...o0f which
2.9 million are
in Thailand

...of which 390

belong to one
of the eight

professions /

Tourism
Professionals

. /

Sources: ASEAN Secretariat (2015), World Bank (2016). International Organization for Migration (2016), Office of Foreign Workers' Administration. Thailand (2016)




110 AR Capital

~

Freer flows of capital implies gradual capital account liberalisation—
corresponding with members' different capital account regimes.

4 —
f a. Loans
- 4. Portfolio
3. Portfolio Dutflows
2. Direct Inflows

Investment

|. Current

Sources: AEC Blueprint, Capital Account Liberalization Plans of ASEAN members via their central banks, ASEAN Exchanges, Interview of the OJK Commissioner (2015)




111 Paths of Integration: ASEANvs L

23 years
J

[ \

AFTA, AFAS.. 1992+ AEC 2015

Trade = A Fiscal

> Agreements Union
(goods,services, (+fiscal
investment) - transfers)

Common : ~
Market Economic T Political
(goods, Union | Union
I
I

(trade
agreements +
partial capital
k and labor)

services, (+harmonized (full

investment, s .
capital labor ~ integration)

Customs Union ( A
irde Monetary

|
agreements but Union I
with common . (+common sy con i |

external tariffs) k currency)

EEC 1958 EU 1992 EMU 1999
L J

34 years Brexit 2020

Source: Kanithasen et al. (2011): ASEAN Economic Integration,
adapted from Balassa (1961, 1998) : /heary of Feonomic Integration and Crowley(2001) : “Institutional Implications of the EMI”
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21 Qross-hardertradeingoods

International Informal

-What isbeing traded? o

-“Whoare buyersand sellers?

-What isthefinal desination?

-What arethe barrierstotrade? i -

GULF OF S1AM

SOUTH CHINA SEA




22 What arebeingtraded?

THB, bn Thailand Border Trade with Laoc PDR
160
B 2014 m2015 5M15 5M16
120

80 525 581

405 341
40

24.0

Export Import Balance

Source: DFT, Krungsri Research

Thailand border exports to Lao PDR: Product Thailand border imports from Lao PDR: Product
Share (% of total exports) Growth (5M16, %YoY)

. Share (% of total imports) Growth (3M16, %YoY)
10.76 Automotive and parts -6.6
9.02 Diesel -28.8 43.5 Copper and articles thereaf  -22.2

16.0 Transmission device 7.2

/.89 Iron and steel products 29.1 13.9 :
5.30 Livestocks 161.4 50 vegetable and products 75.2
3.27 Chicken 47.4 19 Radio-broadcast receivers, television receiver... 41,778
3.26 Benzine -14.1 23 Miscellaneous manufactured articles 17,773
2.79 Rice 467.6 1a Cereal 1.0
2.69 Agricultural industrial product 135 16 Woodin rough, sawn or chipped wood  -26.2
223 Mineral and fuels 306.5 1.0 Inculated wire and cable 70.0

2.19 Print circuits 37.7 0.7 Fruit and products  -28.5




2 3V\hat arethebamerstotrade?

Bamers

Tanffs Generally Zero

2 Non-tariff barriers Rules/Regulations
Facilitation/Logistics: Conditions of roads, Custos
procedures (National Single Windows)

d
n

n




2.4 Servicesand Investnent

-Whoarethe service
providers?

“What arethekey
Investmentsinthe

services/investment
areavailableononly
one side of the border?




2.5 Movermentsof pegple

“What kind of moverments of peaple take place across barders? Tounists? Workers?
-Skilled/unskilled? Day workers? Mgrants?

-Immigration?

- Requirements and restrictionsfor crossing the border?

Table |.Top 25 Intra-ASEAN Migration Corridors, 2013

Intra-ASEAN Migrant Proportion of Total Intra-ASEAN

Country Corridor

Stock Migrant Stock (%)
1 Myanmar to Thailand 1,892,480 29
2 Indonesia to Malaysia 1,051,227 16
3 Malaysia to Singapore 1,044,994 16
4 Lao to Thailand 926,427 14
5 Cambodia to Thailand 750,109 12
6 Myanmar to Malaysia 247,768 4
7 Indonesia to Singapore 152,681 2
8 Singapore to Malaysia 78,092 1
9 Viet Nam to Cambodia 37,225 1




2.6 Payments Mitivationfar Dgital Anancial Services

Cost of a domestic bank Cost of a cross-border bank
transfer: remittance transfer:

D 1 uso g@ 18% ot totai

() amount transfered

Cost of cash

management Tourist 38 -
arrivals million

million .
@ 153 "iso Migrant B million

workers
(2018) (2018)




2.7 Payrments Interoperable GRCodefor Payments

THAI QR
PAYMENT

an open infrastructure and L ﬁ
interoperability in payment —
and financial systems

off-line on-line
ONE QR Code for -
) o AN E',‘EE] Standardized
v ANY mobile applications <« N -".t,:-a':"l QR Code
=]
v' ANY payment instruments receive funds from any payment
instruments ‘
v ‘ pEBIT =
ALL merchants - A | ﬁ
E [
v" OPEN infrastructure — ‘ ke
crec‘lji debg bank account e-wallet
v" CROSS-BORDER payments ‘ car car account
Vv, © © U < Bank of Thailand

Standardized QR Code for payments
compatible with international standard (EMVCo*) and domestic infrastructure




2.8 Qross-harder Paymentsand Remittances

To promote more efficient, innovative, and secured domestic and cross-border
payment transactions, i.e. payment, remittance and settlement, as well as to
promote usage of local currencies and financial innovation

Interoperable QR Code for Retail Payments

 Promote e-Payment by local currency, reduce cost of payment services and
facilitate domestic and cross-border payment

Innovative Real-time Remittance

« Enhance efficiency / security and reduce cost of remittance via new
technologies and innovative products




29 Oross-horder Paymentsand Remittances Prgects
BUSINESS

S’r SINGAPORE GE2020 | ASIA WORLD VIDEOS MULTIMEDIA- LIFESTYLE FOOD FORUM OPINION BUSINESS SPORT MORE ~ Q

el e B e Thai banks spread QR code in Asean

PayNow to be linked to Thailand's PromptPay, among slew
of initiatives announced at Fintech Festival f v © D

Free 500Mbps

Bandwidth on Demand!

Enterprise Internet 50Mbps at $268
(no contract)

LEARN MORE

Tacs apply

The K Plus app scans a barcode for payment. Banks have developed QR code payments that can be used in different
countries.

CAMBODIA THAILAND |

Thailand and Cambodia’s Payments QR are Now
Interoperable Thailand is set to kick off cross-border pavment via QR code technology in
: e 2 Asean by mid-year, aiming to enhance financial transactions through the

 flwiin][ple]lo]m EIENKE digital platform across the region.




Key Takeaways

1. ASEANEconomicintegration consists of sall yet
Progrve steps of negotiated economc agreementsto
oster free(r) moverments of goods, services, investment,
capital and labor.

2. Inpractice, these novenmentsare affected by awide
range of factors (e.g. non-tariff barriers), asevidencedin
cross-bordertrade.

3. Areal use-case exanple of tradefacilitationisthe
Innovationin cross-border paymentsand remttances




