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ABSTRACT

Background
	As ASEAN Economic Communuty or AEC, will be retified by 2015, the vision of the ASEAN Economic Community is to create a highly competitive single market that promotes equitable economic development for member states. the idea of AEC is one vision, one identity and one community. The research come up with the idea of single currency for member states in ASEAN. It is the same idea as euro currency that used in European Union countries. Using same currency has both advantages and disadvantages therefore the research will assess the shortcomings and advantages if ASEAN adopts single currency. The empirical evidence from using euro in European Union shows advantages and disadvantages. The advantages of using euro are eliminating currency instability, eliminating transaction costs, price transparency, eliminating uncertainty from exchange rate fluctuations, increasing trade, lower interest rate from locking into German monetary credibility and so on. The shortcoming of using same currency are the instability of the system, overestimation of trade benefits, loss of sovereignty, deflationary tendencies, cost of introducing single currency and so on. However, most of ASEAN countries are developing countries, the sample of adopting single currency might not suitable for them, therefore, the research will provide guideline and alternative for adopting single currency in ASEAN. The research will adapt the benefit for case of ASEAN member countries if ASEAN were to adopt single currency. Furthermore, the research will assess the implication of fiscal policies and macroeconomic policies in each ASEAN member countries to show whether ASEAN is is suitable for adopting single currency or not, plus provide the reasons why ASEAN is able or unable to adopt.  
Research Methodology
	This research will involve qualitative method. The research methodology for this research requires the historical data of European Union from the relevant journal, research, and books about European Union and ASEAN and compiling database in order to analyze the material. Using the history of European Union, the research will use the experience of using same currency, namely euro to assess what euro do and what euro fail from using same currency in European Union. After assessing the advantages and disadvantages of using same currency. The research will provide guidelines and alternatives for ASEAN in the future about adopting same currency in ASEAN. Furthermore, the analysis of fundmental economic structure macroeconomic policies and fiscal policies in each countries in ASEAN will be included in this research. 

Data Analysis and interpretation
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European Monetary Union 
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]The beginning of cooperation between European countries was estrablished in1945. It is known as the European Union, at the beginning, it is set up with the aim of peaceful Europe since there were frequent bloody wars between neighbors, which ended up in the Second World Wars. In the 1990s, EU had an idea of Europe without frontiers and then implemented the single market, the four freedoms of goods, services, people and money. The Euro was introduced as the new currency for many European countries. On 1 January 2002, the euro became the common currency for 12 EU states participating in the eurozone. Today, the number of member states joined in EU has increased to 25 countries. It is clearly seen that European integration has entered into a new era. Adopting single currency allows European countries to trade freely with other countries due to the benefit of a single currency.
Introduction of single currency in European union is one of the most spectacular scenario in the world monetary event.  European Monetary Unions are common markets or single market unions that involve close coopereation in the monetary policy. A completion of single European market is vital for member states to compete with the other large trading blocs of the Far East and North America. Adopting single currency does not only wipe out exchange rate risk of traders but also help cutting transaction costs also. From using same currency, trade operates more effectively and efficiently. As a result, single currency in single market does make sense. 
On the other hand, there are some shortcomings of adopting single currency. The UK refused to join Exchange rate mechanism throughout most of the 1980s due to the fact that it is impossible to maintain exchange rate stability within the exchange rate mechanism. Furthermore, some economists criticize that the trade and cost advantages of European Monetary Union have been over estimated. The costs of bringing European Monetary Union might outweight its benefits. 
ASEAN Single Market
In the other part of continent, the Association of Southeast Asian Nations, or ASEAN was formed on 8 August 1967 with the signing of the ASEAN Declaration by five leaders of the countries, namely Indonesia, Malaysia, Philliphines, Singapore and Thailand. Nowsaday, there are ten member states in ASEAN, they are Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Myanmar, Philippines, Singapore, Thailand, and Vietnam. By 2015, ASEAN aim to form the Association of Southeast Asian Nations (ASEAN). Their vision is to create a highly competitive single market that promotes equiable economic development for member states as well as facilitating their integration with the global community. 
 For the sake of adopting single currency in ASEAN countries, there must be the investigation of policies implication in each countries due to different fiscal policies and macroeconomic policies implication in each countries. ASEAN might not be suitable for adopting single currency. The fundamental economy of each countries are different so it is difficult to use same currency in this region. 
However, the expected outcome, if adopting of single currency is introduced, is that for developing countries like Cambodia and Lao, they would get benefit of lower lending costs because more developed countries like Singapore also lend under the same currency like they do. Using monetary union, the same interest rate will be implied to all members countries in ASEAN. Seeing from the case of Greece, Greece has got the benefit from lower interest rate thanks to European Monetary Union. 

DATA COLLECTION
The collection of data are from empirical evidence and history of European Union. The resources of this research will be taken from journals, researches and books that are relevant to European Union, ASEAN and ASEAN Economic Community. The data are from the information and history of European Union, ASEAN and AEC as well. The data of trade of member states in European Union will be compared between before and after adopting euro in order to show whether adopting single currency is significant with increasing the amount of trade. 












[bookmark: _Toc208123886]problem statement
[bookmark: _Toc208123887]Overview
	The introduction of single currency namely euro in European Union have both advantages and disadvatages. In 2015, ASEAN Economic Community will be ratified under the concept of one vision, one identity and one community. The concept of single currency is initiated by many scholars and now being debated whether it is suitable for ASEAN or not. Though, Leaders in each ASEAN countries has announced that they do not agree on single currency, there might be some rooms of advantages that they do not consider. However, there are shortcoming of adopting euro as well, hence, the research will provide advantages and disadvantages of adopting single currency as well as provide guideline if ASEAN countries were to introduce it in the future, plus provide the alternative if single currency were not to introduced.  
[bookmark: _Toc208123888]Research Question/Hypothesis
	According to the ratification of AEC Economic agreement, why ASEAN is not suitable for adopting single currency. The hypothesis of this research is that to have single currency would be easier to have single market and introducing same currency would be easier to trade among countries in the region which will increase the amount of trade for each countries. Another hypothesis is that ASEAN might not be suitable for adopting single currency due to the different fundamental of economies and different policies implications. 

[bookmark: _Toc208123889]OBJECTIVES AND AIMS
[bookmark: _Toc208123890]Overall Objective
· To show the advantages and disadvantages of adopting single currency by using the experience from euro
· To analyze whether ASEAN countries are suitable for adopting same currency or not
· To provide guidelines in the future if single currency were to be adopted
· To provide alternatives if ASEAN does want to have single market
[bookmark: _Toc208123891]Specific Aims
· To provide European experiences of using euro as a single currency
· To illuminate the cost of having same currency if one country would be withdrawn from the union as the same case of Greece.
LITERTATURE REVIEW
 	According to Micco, Stein and Ordoñez, they provide the estimates of the currency union effect on trade for the specific case of the countries in the European Union under the article of the currency union effect on trade: early evidence from EMU in Economic Policy journal. They mentioned about the effect of EMU on bilateral trade between member countries and suggested that monetary union raises trade not just with EMU countries, but also with the rest of the world. 
	According to Hawkins and Masson, they discuss the benefits and costs of adopting regional currency area. The paper also mentions choices of currency area according to geography, for instance, adopting regional currency unit or using the other currency unit. The authors also provide the reason why countries trade off between nations. 
	According to Barro and Alberto, they mention about the economics effects of currency union. This paper emphasizes the benefits and costs that countries will face from attending currency union. The authors discuss the trade off under different scenarios, for example, same and different size of economies to adopt single currency. Apart from trade issue, the paper also mentions the perspective of monetary policy as well.
	According to Alesina, Barro and Tenreyro, they mentions about optimal currency areas. The paper shows pros and cons for countries to adopt the dollar, the euro or the yen. It also addresses the possible outcome of joining currency union for a country that is very important consideration for a country to chooses to do.
	According Lotz and Rocheteau, they mention about launching of a new currency in a simple random matching model. The paper mentions the process of launching and adopting a new currency. Not only about economics, it also mentions the cost of adopting a new currency in the perspective of law.
	At last, Bergman and Jonung mentioned about business cycle synchronization in Europe and evidence from the Scandinavian currency union. Their paper provides evidences that three Scandinavian countries that adopted single currency between 1873 - 1913 have higher synchronization, such as the value of trade, after joining currency union. The purpose of this paper is to find whether the three countries synchronize business cycles or not. It also compares the finding with EU case.






IMPORTANCE OF THE STUDY
The study will provide the advantages and disadvantages of adopting single currency and provide the guidelines if single currency is ratified. The study will illuminate the shortcomings that EU single currency experiences, also inform the advantages room that single currency would be beneficial to ASEAN countries. This study will be beneficial to the policy makers in order to be a guideline if single currency were to be adopted, they are able to see the benefit and cost of having single currency. 

RESEARCH REPORTING
Chapter 1 : The European Union
· European Monetary Union
· Introduction of euro
Chapter 2 : The ASEAN
· Fundamental economies in each countries
· Fiscal policies implication
· Macroeconomic policies implication
Chapter 3 : ASEAN Economic Community 
· The aim of single market for AEC 2015
· The ideal single currency
Chapter 4 : The adavantages and disadvatages of adopting single currency
· Empirical Evidence from European Union
· The experience from their mistakes
Chapter 5 : Guideline for adopting single currency in the future
· The awareness of adopting single currency
· The alternatives for single currency
Chapter 6 : Conclusion
· Asean countries are suitable for adopting, or not ? 
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