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PREFACE

The Division for Industriell Studies? Regional and Country Studies 
Branch, is carrying out, under its 1930-81 vork programme in the field 
of regional and sub-regional studies and analyses» & series of back- 
-T*und studies in respect of various regional co-operation schemes 
^mnng developing countries. Besides being of immediate value as 
sources of consolidated information, the studies are aimed at providing 
a basis for the development of a research programme within the Division 
for Industrial Studies on various aspects and issues in respect of 
whi^h in-depth research and analysis of experiences might be of direct 
practical value in providing guidance for future regional and sub-re
gional co-operation in industry between developing countries.

This study on ASEAN is based on documents, repo’-ts and studies 
available at UNIDO Headquarters. No field survey has been undertaken.

The views or comments contained in this document do not reflect 
those of the Governments of the five ASEAN countries nor do they 
officially commit the United Nations Industrial Development Organization 
to any particular course of action.
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Summary, conclusions aad recommendations

The ASEAN co-operation in the economic field has gained momentum 
during the last k-5 years, although the actual achievements in terms of 
economic integration have been somewhat limited. A large number of work
ing committees and consultative meetings among ASEAN civil servants and 
within the business communities of the five countries and the increased 
frequency of ministerial meetings has created an impression, both 'nside 
and outside the region,that the level of regional co-operation has been 
substantially enhanced during the last few years.

'-While there has been little real achievements yet in terms of sub
stantive economic co-operation, the countries have embarked on a distinct, 
gradual move towards regional co-operation which, in the lone run, aieht 
prcve to be the only effective way of securine lastine regionalism in an 
area characterised by differences in national, interests and aspirations.
For instance, Singapore with its world-wide trading links and interests, 
might have less interest in a major diversion of trade towards less com
petitive neighbours, but as a small island state in the region, the country 
has an important strategic interest in close and constructive relations 
among the .ASEAN partners. At the other extrema, Indonesia might consider 
that its own industrial growth requires the preservation of its domestic 
market for its own production, and thus be reluctant to grant open access 
to producers in other ASEAN countries. Malavsia. the Philippines and 
Thailand have tended to more willingly contemplate costs of trade diver
sion than Singapore and be less rigid about preserving the whole of their 
home markets for domestic production than Indonesia, but have nevertheless 
each been very careful in the calculation of national advantage.—  ̂The 
limited progress in the establishment of large-scale ASEAN industrial 
projects and the implementation of industrial complementation schemes has 
to be viewed against this background. Indeed, given these economic and 
social diversities, together with differences in the stages of development 
the fact that the five South Asian countries have created an organizational 
framework for gradual, economic integration and have already generated a 
"sense of group identity over the nast decade is itself a significant 
milestone.

1/ Arndt, H.W. and Gamaut, R., ASEAN and the Industrialization of East 
Asia. Journal of Common Market Studies . March 1979 ■
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One area of economic co-operation in respect of which significant 
progress has teen made during the last few years has been the product- 
by-product intra-ASEAN trade liberalization. This is pursued within 
the ASEAN Preferential Trading Arrangements (PTA) and is ultimately 
aimed at bringing about a higher level of economic integration among 
the five countries.

ASEAN has looked inward to the oromotion of intra-regional trade and 
industrial co-operation but also outward to the improvement of the terms 
upon which its members relate to third countries. Indeed, there seems to 
have been much greater awareness of convergence of interest among the five 
countries on common problems that have .emerged in economic velations with 
the rest of the world, such as commodity stabilization issues: the Multi
lateral Trade Negotiations; and bilateral relations with, inter alia, the 
EEC, Japan, the United States and Australia. A^EAN is thus fast becoming 
a vital political, social and economic grouping to the outside world which 
is able to use the advantage of actine as a group over issues that have 
rawionai indications, such as protectionism.

(1} Co-orcration in the field of industrial development

The ways and means of co-ooeratian in the field of industrial develcrmert 
—”27sued within AcEA'r have been ^"ccusssd on t**o arm—cac^^s. rTn~a gna *y.
cerns large-scale government-sponsored ASEAN Industrial Projects (AIPs) . in 
respect of which the experience gained clearly shows how complex and tine-ccn- 
suming the development of very large industrial projects is, irrespectively if 
they are being developed in the context of regional co-operation or not. As is 
evident from the two nrojects most far advanced —  the Indonesian urea 
prolect at Aceh, and the Malavsian urea project at Bintulu, Sarawak —  they 
are Judged from an economic viability point of viev, firstlv. on basis of 
the national market and, secondly, on the envisaged competitiveness of 
its production in tae world market, includine other ASEAN countries' marketa 
where certain preferential access is envisaged. As for the other three A T s  in 
a first group of projects, they have all run into various problems, related to 
economic viability, or to the fact that they would be in serious competition with 
national plants or proposed new projects in other ASEAN countries. These 
difficulties, perhaps inevitable in regional association, have caused 
progress to be slow, although the political will and effort continue.
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Possibly the long-tern impact of ASEAN vill be greatest on the 
development of the region’s industry through the (private sector) 
industry’s ova initiatives aL_d by the provision of the political in
struments vith which agreement can be reached within ASEAN on comple
mentary rather than competitive economic activities, and at the sane 
tine offering the prospect of preferential tariffs within ASEAN and 
limitations on competing imports from countries outside ASEAN, thus 
leaving the vav open for significant reduction in the investment risks 
associated with setting up industrial units serving a regional rather 
than national market potential.

Thus,the second approach vhich has been energetically pursued, is that 
of ASEAN Industrial Complementation (AIC) schemes. Experience has showed- 
however, that it is quite difficult to ensure an equitable distribution of 
production between the participating co’intries within the same industrial 
branch - even in a branch like the automotive industry vith its very wide 
range of products. Considerable efforts have been made by the industry 
itself, organized under the ASEAN-CCI and P.ICs (regional "industry clubs"), 
in preparing proposals for industrial complementation schemes. At the 
ASZAII Industry Ministers' Meeting at Bali in September IrSO a breakthrough 
was finally achieved when an agreement was reached for the production in 
different ASEAN countries of a number of specific automotive industry items.

At that meeting it was also agreed that the participation of all five 
countries in future ASEAN projects would no longer be required. The Ministers

also expressed the deaire that private enterprise take a much greater 
role in Joint ASEAN economic co-operation and agreed to start formulating 
guidelines on such ventures to see how special tariff preferences could 
be provided, vithin the ASEAN Preferencial Trading Arrangement (rTA) , to 
help such projects.

Increased attention has lately been given to the importance of ASEAN 
co-ODeration in industrial project financing. One example of this is the 
fact that the ASEAN Industr" Ministers at their meeting in September 1°80 
celled for a much more flexible approach than hitherto towards the large- 
scale industrial projects which would allow, among other things, companies 
tendering for a Joint ASEAN project to offer a competitive package vhich 
included financing.



Furthermore, various proposals have been developed, during the last 
few years for institutional arrangements to facilitate ASEAN industrial 
financing. In particular, at the ASEAN Banking Conference held in Jakarta 
in Februrary 1980 a nroposal vas agreed to in principle bv the ASEAN bankers 
for the development of a new ASEAN Finance Corporation (AFC), The main 
purpose of the AFC would be to fill the financial needs of ASEAN investors. 
The AFC, inter alia, should be a conduit for both equity and loans from 
outside the ASEAN region.

Special note should also be made of the pledge by the Japanese Prime 
Minister, made in 1977 in connexion with the second ASEAN summit in Kuala 
Lumpur, of a total amount of $1 billion in credits for Joint ASEAN indus
trial venture projects. The ASEAN Ministers of Industry at their meeting 
at Bali in September 1930 considered (but delayed the decision on) a pro
posal to ask Japan to double their financial commitment for this purpose 
to $2 billion.

(ii) Issues for possible in-lenth research and analysis

The evolution of the ASEAN industrial co-ooeration has clearly demonstr: 
the complexities and difficulties imbued in regional co-operation between 
developing countries even in an area of such relatively stron economic 

development as that of the ASEAN.-area. While the co-ooeration within 
ASEAN in general his been subject to considerable analysis, study and 
research, relatively little attention has been paid to the various aspects 
of industrial co-operation, in particular from the point of view of 
analysing and drawing lessons of the experiences gained during the period 
of almost ten years since the two initial comprehensive UN-studies dealing 
with industrial co-operation in the region were carried out in 1970-73 ^

The various approaches and schemes of ASEAN in respect of which an 
analysis of the experience gained might be of particular value in providing 
practical guidance for future regional industrial co-operation are suggested 
to be:

(a) The very gradual evolution of the larcre-scale ASEAN Industrial 
Projects (AIPs) and the present efforts to elort u. more flexible 
approach for the development of such projects than what vas used 
initially; the role of the public and private sectors in that 
context.

1J See page 11 below
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(t) The preparation by the industry itself of nrooosals for branch- 
vise co-operation, vithin the context of industrial comolementa-- 
tion, and the assessment of such proposals by the inter-govern- 
mental bodies, inter alia, from the point of viev of benefits and 
costs that would accrue to each member country in the short as 
veil as lcog-term.

(c) The formulation of guidelines on direct private enterorise co
operation in ASEAN to see hov special tariff preferences could 
be provided to help such ventures, in the context of the ASEAN 
Preferential Trading Arrangements (FTA),

(d) Ways and means of co-operation in industrial financing, such as 
the proposed ASEAN Finance Corporation (AFC). The mobilization 
afid utilization of external sources of finance, such as the 
Japanese offer of US $1 billion for AIPs, vould also be included.

In addition to these subject matters of rather specific nature some 
more general issues may be tackled such as:

 ̂a \ *10 rrt*?C** e i rs i n T.hp
industrial field is determined by the ger.eral/political 'climate' 
for co-operation in the region.

(f) Basic strategic approaches in the ASEAN industrial co-operation:
'invard-looking' (or based on collective self-reliance) or
1outvard-looking', internationally based.1/

(g) The need for effective harmonization of national industrial 
planning vith regional'industrial development.

1/ ESCAP’s Development Planning Division is planning to carry out under 
its 1992/93 vork programme analyses related to ASEAN to determine 
the costs and benefits of alternative annroacbes to industrialization 
These alternative strategies will be examined and assessed from the 
viev-point of promoting national development objectives (E/ESCAP/
DP.3/2, 5.1.1931, Draft programme of vork and priorities 1932-1933: 
Development planning, projections and policies, page 18).
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Chanter I

Economic characteristics of the five- ASEAN countries

The Association of South-East Asian Nations (ASEAN) comprises 
Indonesia, Malaysia, the Philippines, Singapore and Thailand. In each 
of these countries, industrialization has "been fully recognized as a 
main driving force of economic development and much attention has been 
given to ways and means of fostering industrial progress. 3efore con
sidering the evolution and further prospects of ASEAN industrial co
operation a short chapter is given, presenting in condensed form basic 
data and general economic characteristics of the five individual ccuntr: es

Table 1. The ASEAN countries - Land area, population, GNP, per camita C-N?
and srovth rates

Land
area
(1000
sq.km)

(1 )

Population 
(in million) 

Actual Pro- 
1973 jected 

2000

(2) (3)

Popula
tion
growth
rate
1970-78
(%)
(10

Per
capita
ON?
(US $) 
1978

(5)

C-N? at 
market 
prices 
(US $ 
million) 
1978 
(6)

GNP growth 
rate at 
factor cos- 
1970-73

on
(7)

Indonesia 2,027 136.0 201* 1.8 360 1*8,820 7.8
Malaysia 330 13.3 20 2.7 1,090 lU ,51*0 7.8
Philippines 300 1*5.6 75 2.7 510 23,250 6.3
Singapore 1 2.3 3 1.5 3,290 7,690 8.5
Thailand 511* UU. 5 68 2.7 1*90 21,790 7.6
ASEAN total 3,173 2U1.7 370 1*31 116,090

Sources : World Development Report, 1980; 
World 3ank Atlas, 1°70
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ТаЪ1е 2. The ASEAN countries - Structure of production, I960 and 197]

Distribution of GDP (!?)
Agriculture Industry ( Manufacturing) Services
I960 1978 I960 1973 (I960 1978) i960 1978

Indonesia 5l 11 ll 33 8 9 32 36
Malaysia 37 25 13 32 9 17 15 ИЗ
Philippines 26 27 23 35 20 25 16 38
Singapore 1 2 13 35 12 26 78 63
Thailand l0 27 19 27 13 18 11 16

Source: World Development Report, 1930

Table 3. The ASEAN countries - Value added in manufacturing and sub-sectoral
distribut ion, 1976

Value added 
in manufact
uring (MV A) 
(million US $) 

(1976)

rood and 
agricul
ture

Distribution
Textiles
and
clothing

of MVA (5)
Machinery
and
équipement

(1976)
Chemi- 
cals

Other
manu
factur
ing

Indonesia 1,671 ll 16 • *  • 13
Malaysia 1,103 35 8 11 12 3l
Philippines 2,331 11 13 6 13 2b
Singapore 707 7 5 19 7 32
Thailand 2,101 15 15 3 15 15

Source: World Development Report, 1980

ASEAN comprises a heterogenous region in terms of ethnicity, culture, 
history and traditions. The five countries, however, all have dynamic 
economies which have been performing significantly better than the develop
ing country average during the last decade although they shared with the 
rest of the world the difficulties in the late 197Cs caused by price increases , 
world wide inflation and monetary instability.
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The ASEAN countries have, by and large, generated export growth in 
the presence of stagnant or declining real wages and persisting rural- 
urban and agricultural-industrial dualism. These factors have led tc 
increased attention to and reassessment of economic policies and strategies. 

For instance, the ASEAN countries have participated actively in the studies 
and research work carried out by the Joint ESCAP/UNTDO Industry Division on 
re-orientation of industrial policies.—7

2/It has been suggested— that the new development challenge fc*' the 
region in the coming decade consists of three common features. Firstly, 
the question of economic development will become even more prominent \n 
the national life of these countries, which have grown increasingly 
dependent upon further economic growth not only for fulfilling the growing 
material aspirations of their peoples but also for maintaining their social 
stability. Secondly, the new international environment for development in 
the next decade, with the possibility of slackening world trade, continued 
large fluctuations of raw material prices and reduction of international 
flows of capital and technology, is likely to make it more difficult for the 
sub-region, which has come to depend to large extent on such international 
factors, to sustain its previously high growth rates. Hence there is a 
need for the region to restructure its economies along a more self-reliant 
path, not just in the national but also in the regional context, i.e. 
towards greater regional economic integration. Thirdly, as a reaction 
against the growth-motivated strategies prevailing in the 1950s and 1960s, 
based on maximizing short-term efficiency of certain economic aggregates 
such as the GNF at the expense of the social aspects of growth, the future 
developm nt strategies will have to accomodate to a greater degree iha 
institutional and social goals for more equitable growth. There seems to be 

an increasing concensus among development experts and planners in the region 
that future development policies will have to be more broad-based and there 
should be a wider diffusion of development benefits to the lower income strata 
in order to meet, their basic needs in terms of minimum consumption standards 
and reasonable social opportunities.

1/ Re-orientation of industrial Policies - Studies undertaken for the Ad Hoc
Group of Ministers of Industry”. ESCAP. Bangkok, 1979.

2/ See for instance7 -iclm Wong. The ASEAN economies: Development outlook for
ehe 1980s, Economic Research Centre, University of Singapore, 1977.
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Charter II

Establishment of ASEAN and the Declaration of ASEAN Concord

The Association of South-East Asian Nations (ASEAN) was formed in 
August I967 as an alliance between Indonesia, Malaysia, the Philippines, 
Singapore and Thailand, having as basic objective to create a peaceful, 
prosperous and resilient community through joint efforts with the view 
of strengthening economic and social stability in thi respective countries.
The joint declaration, known as the ASEAN Declaration^was signed in 
Bangkok at the time and forms the basis for undertaking co-eperative action 
directed towards developing the region. The overall aims of ASEAN, as 
stated in the ASEAN declaration, are:

(i) To accelerate the economic growth* social progress and cultural 
development in the region througL joint endeavours in the spirit 
of equality and partnership and peaceful community of South-East 
Asian Nations;

(ii) To promote regional peace and stability through abiding respect 
for justice and the rule of law in the relationship among 
countries of the region and adherence to the principles of the 
United Nations Charter;

(iii) To promote active collaboration and mutual assistance on matters 
of common interest in the economic, social, cultural, technical, 
scientific and administrative fields;

(iv) To provide assistance to each other in the form of training and 
research facilities in the educational, professional, technical 
and administrative spheres;

(v) To collaborate more effectively for the greater utilization of 
their agriculture and industries, the expansion of their trade 
including the study of the problems of international commodity 
trade, the improvement of their transportation and communications 
facilities and the raising of the living standards of their 
peoples;

(vi) To promote South-East Asian studies;

(vii) To maintain close and beneficial co-operation with existing inter
national and regional organizations with similar uiror and purposes, 
and explore all avenues for even closer co-operatioa among themselves.

l/ The full text of the ASEAN Declaration is given in Annex I.
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In February 1976 the Heads of Governments of the five ASEAN states
met in the first ASEAN summit conference at Bali, Indonesia, and adopted

l/the Declaration of ASEAN Concord.^ The Declaration puts forward a 
programme of action as a framework for ASEAN co-operation which, inter 
alia, calls for:

- «n the political side, meetings of the Heads of Government of 
the member states, as and when necessary; and improvement of 
the ASEAN machinery to strengthen political co-operation;

- on the economy side, co-operation on basic commodities, parti
cularly food and energy; industrial co-operation (see Chapter 17 
below}; co-operation in trade (see Chapter V below}; joint 
approach to international commodity problems and world economic 
problems; and strengthening of the ASEAN machinery for economic 
co-operation:

- on the social, side, co-operation in the field of social develop
ment with emphasis on the well being of the low-income group of 
the population, through the expansion of opportunities for 
productive employment with fair renumeration; and support for the 
active involvement of all sectors and the ASEAN communities, 
particularly *he women and youth, in development efforts.

At the Bali Meeting the Heads of Governments also signed the 
Treaty of Amity and Co-operation in South East Asia as well as the Agree
ment on the Establishment of the ASEAN Secretariat (see Chapter III below}.

The Bali meeting marked the transition oJ :ro~. 2.o w a  ç aw* w w» 1 1 •<essenti
po_ .ical organization to one that is firmly oriented towards economic 
pn —nnavatinn.

The second Meeting of the Heads of Governments of the ASEAN states was 
held in August 1977. The meeting coincided with the 10th anniversary of 
ASEAN and an assessment of progress of ASEAN in its first 10 years was made, 
withhparticular attention given to the implementation of the programme of 
action adopted at Bali in February 1976, as contained in the Declaration of 
ASEAN Concord.

In reviewing the progress of ASEAN co-operation the Heads of Governments 
placed particular emphasis on co-operation in the economic and social fields 
since, in their view, the economic and soical advancement of the member states 
of ASEAN' vo.3 a fundamental element in ensuring oolitical stability of the 
ASEAN region.

\J The full text of the Declaration of ASEAN Concord is gi’~n  in Annex II
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Chanter III

Organizational structure of ASEAN"

(a) Meeting of Heads of Governments

As directed at the first Meeting of the Heads of Governments of the 
ASEAN states held at Bali in February 1976, such meetings are to be held 
on ad hoc basis as and when necessary (Declaration of ASEAN Concord). A 
second meeting was held in August 1977 at Kuala Lumpur on the 10th 
anniversary of ASEAN.

}
(b) Ministerial Meetings

The Ministerial Meeting of Foreign Ministers, meets annually, on a 
rotation basis in each of the five capitals or other places in the host 
country. Special meetings of Foreign Ministers may be held as is deemed 
necessary.

The Declaration of ASEAN Concord, f 
ministerial meetings on economic matters 
deemed necessary in order to

rthermcre, stipulates t 
shall be held regularly

.■a'

o: as

(i) formulate recommendations for the consideration of Government 
of member states for the strengthening of ASEAN economic co
operation ;

(ii) review the co-ordination and implementation of agreed ASEAN 
programmes and projects on economic co-operation; and

(iii) exchange views and consult on national develonment plans and 
policies as a step towards harmonizing regional develonment.

In 1930 a new trend emerged, namely to involve ministers of specific 
economic areas in between the meetings of the ASEAN Economic Ministers - 
ASEAN's highest decision-making body for economic matters -for the puroose 
of speeding up progress towards greater economic co-operation. To a 
greater extent than before, the ASEAN Economic Ministers when thev met 
in Bangkok in October 1980, simnly discussed cr endorsed matters which 
laci N  ready been worked out at ministerial level. Thus, in Sentember i960 
the ASEAN Ministers of Industry had met at Bali for the first time. 
Similarly, the ASEAN ministers responsible for energy had met at the same
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time and nlace also for the first time (and agreed to co-ordinate their 
planning, including the compilation of strategic stocks and the sharing 
of supplies in emergencies).

(c) Standing Committee

The seat of the Standing Committee is based on rotation conformed 
with the site of the next annual Ministerial Meeting of Foreign Ministers. 
The Standing Committee comprises the Foreign Minister of the host country 
as Chairman and the resident ambassadors of the other ASEAN countries as 
members. The Standing Committee is to maintain continuing operations of 
ASEAN inbetveen Ministerial Meetings of Foreign Ministers.

As result of the review at the Kuala Lumpur Heads of Governments 
Meeting in 1977» the Standing Committee, which previously comprised only 
Foreign Ministry officials was expanded to include other Ministries. 
Although the Foreign Ministers will continue to co-ordinate the other 
Ministers' activities, they will no longer amend recommendations and 
decisions reached by other Ministers.

(d) ASEAN Secretariat

The decision was taken at the first Meeting of the Heads of Govern
ments at 3ali in February 1976 to establish the ASEAN Secretariat in 
Jakarta. At the head of the Secretariat is the Secretary-General who 
is participating at all ministerial meetings and meetings of the ASEAN 
Standing Committee. The Secretary-General is acting as a "channel of 
communication" between all the various ASEAN committees. He is responsible 
to the Foreign Ministers and, through them, the Standing Committee. Among 
the functions or responsibilities entrusted to him are:

(i) Harmonization, facilitation and monitoring of progress in the 
implementation of all approved ASEAN activities; and (ii)

(ii) Possibility to initiate plans and programmes of activities for 
ASEAN regional co-operation in accordance with approved policy 
guidelines.

3esides the Secretary-General, the Secretariat, in its initial period, 
has three bureau directors, in charge of economic, science and technology, 
and social and cultural affairs, and officers (of first-secretary rank)
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responsible for foreign trade and economic relations, administration, 
public, information and an assistant to the Secretary—General. General 
Hartono R.Dharsono of Indonesia was appointed in 1976 as the first Secretary- 
General. He was succeeded by Mr. Umarjadi Njotowijono. In July 1978 
Datuk Ali bin Abdullah of Bklaysia took over for a two-years period, as 
the position of Secretary-General rotates every two years alphabetically 
amnog the five countries. Tn July 1980 Ambassador Narciso S. Peyez of the 
Philippines became the new ASEAN Secretary-General.. Dr. Luhulima 
is Director of Technology and Science of ASEAN.

(e) ASEAN Permanent, Special and Ad Hoc Committees

After a critical review of the Committee structure it was decided 
by the second Heads of Government Meeting in Xuaia Lumpur in August 
1977 that the following Permanent Committees, consisting of specialists, 
experts and officials on specific subjects, were to function:

Committee on Trade and Tourism (COTT)
Committee on Industry, Minerals and Energy (COIME)
Committee on Transportation and Communications (COTC)
Conmittee on Food, Agriculture and Forestry (COFA?)
Committee on Finance and Banking (C0FA3)
Committee on Socio-Cultural Activities
Committee on Mass Media
Committee on Science and Technology
Committee on Finance and Budgeting (i.e. management of ASEAN’s 

budget)

The Permanent Committees which originally reported to the Standing 
Committee, are since the restructuring in 1977 reporting directly to their 
respective ministries, keeping the Standing Committee informed.

Among the Special Committees or Ad Hoc Committees the following may 
particularly be noted:

- Special Co-ordinating Counittee of ASEAN (SCCAN). Its primary task 
is to negotiate for better terms with the EEC and to take care of 
day-to-day relations with the Community. SCCAN is assisted by the 
ASEAN Brussels Committee (ABC) which consists of 5 ASEAN Ambassadors/ 
Representatives accredited to the EEC

- Special Co-ordinating Committee of ASEAN Central Banks and Monetary 
Authorities
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- ASEAN Senior Officials on Synthetic Rubber. This Ad Hoc Committee 
deals mainly with the problems of competitive threat of synthetic 
rubber to natural rubber

_ ASEAN Senior Officals on Sugar. This Ad Hoc Committee is responsible 
for economic co-operation agreements on sugar

- ASEAN Senior Trade Officials. This Ad Roc Committee deals with 
matters relating to the Multilateral Trade Negotiations (MTN) under 
GATT and is assisted by the ASEAN Ger.eva Committee (AGC)

(f) ASEAN - Chambers of Commerce and Industry (ASEAN - CCI)

In response to the conceived role of ASEAN private sector in achieving 
ASEAN industrial co-operation, the private sector organized itself into an 
ASEAN - Chambers of Commerce and Industry in Jakarta in 1571- The ASEAN- 
CCI is the officially recognized forum for the private sectors of the ASEAN 
countries to discuss and formulate suggestions for consideration in ASTAN 
government fora (see further Chapter IV below).

Sfrudure C f AcE-^N—Chambers of Commerce end Industry
ASEAN-CC! COUNCIL j

. . . .  , _ — i

ASEAN-Cd Verne: Crpm/jr.ons

1 1 1

KADIN Indonesia j NCCI VMiyita 
! !

Philippr..-. ASEAN i JSCCI | JSCCI | 
Councu | Singapore j Th:.ind >

ASEAN-CCI SECRETARIAT |

A S E A N - C C l WORKI NG GROUPS
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(g) ASEAN 3ankers* Council

Draving five members from each ASEAN country the heads oi major 
banking institutions - both private and state-ovned - in these countries 
collectively fora the ASEAN Bankers' Council which meets regularly. The 
current Chairman of the Council is Mr. Omar Abdallah, President of the 
state-owned Bank Bumi Daya, Indonesia.
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Chapter IV

Activities ia the field of industry

(a) Early US studies

In the field of industry the practical achievements during the early 
period, up to the 3ali Meeting of the Head of Governments in February 1976, 
were very meagre. Comprehensive studies were, however, made in respect of 
various schemes for co-operation in industry. Two major UN study efforts 
should, in particular, be mentioned:

- "Economic Co-operation among Member Countries of ASEAN" report of a 
UN Study Team with Mr. G. Kansu as Team Leader and Professor E A.C. 
Robinson as Senior Adviser. The report is published in the Journal 
of Development Planning. Number 7» United Nations, New York, 1974.

- "Asian Industrial Survey for Regional Go-operation", report prepared 
under the auspices of ECAFS (now ESCAP) in co-operation with the 
Asian Development Bank, UNDP and UNIDC. Professor H.C. Bos was co
ordinator for the study project, Mr. A. Feraldis was leader of the 
permanent team. The report is published as Document AIDC (9)/l»
United Nations, New York, 1973*

Three principal and general techniques of co-operation 1" the field 
of industry (and trade) were developed in these reports, namely the technique 
of selective trade liberalisation, the technique of industrial complementarity 
agreements and the so-called 'package deal' technique.

Co-operation through selective trade liberalization is designed to 
increase efficiency and secure a more economic use of resources both in the 
short run and in the long run by increasing the trade between ASEAN countries 
and permitting increased specialization on activities of greater advantage-. 
Given the circumstances of ASEAN, a gradual step-by-ftep and item-by-item 
approach was considered appropriate, with a policy of progressive advance 
towards a long run goal of a limited free trade area.

The purpose of industrial complementarity agreements, which have played 
a significant role in Latin American development, is to expand trade and 
.industrial co-operation, at the level of the individual industry or small 
group of related industries, through negotiations. These are conducted by 
representatives of manufacturers in different countries, with the aim of 
preparing an agreement covering that industry for government approval. 
Proposals may include measures for the encouragement of specialization and 
exchange of products or components through uni-directional preierences, 
reduction or abolition of intra-regional tariffs, removal of quantitative 
restrictions, establishment of joint ventures, and the sharing1of markets. In



the case of the ASEAN countries a .number of industries were suggested, in 
the two above-mentioned studies, for which complementarity agreements might 
be beneficial and suggestions were made for the conduct of negotiations and 
their supervision by governments.

The third general technique, that of the ’package deal* takes the form 
of an agreement to allocate between the various ASEAN countries certain large- 
scale industries projects for a specified and limited period of time and tc 
create the conditions, including trade liberalization measures, which could 
enable them to serve the whole or a large part of the ASEAN market. To test 
and at the same time to give concrete raality to the 'package deal * recommenda
tions, pre-feasibility studies were carried out ir. respect of a number of 
chemical and. engineering projects where a prima facie case exists, for co
operation in their establishment in the regicn. These studies revealed 
the very substantial economies, and the very big savings in capital and pro
duction costs, that can be secured by taking advantage of the economies of 
scale that are oossible if they can be developed to serve the whole ASEAN

i /
’’’arket.”

’b ) ASEAN Industrial Co--operation

As mentioned above, in February 197c, at ail. the ASEAN Heads of
Government, meeting for the first time, adopted the document called the

2/
"Declaration of ASEAN Concord".-  The Declaration provides, inter alia, that 
member states "shall co-operate to establish large-scale ASEAN industriel 
plants particularly to meet regional requirements of essential commodities, 
and that the expansion of trade among member states shall be facilitated 
through co-operation in ASEAN industrial projects".

1/ The question of regional co-operation in the establishment of large- 
scale projects has been furt .er studied in deoth by

(i) Arie ICuyvenhoven and L.3.M. Mennes of the Centre for Develop
ment Planning, Erasmus University, Rotterdam in their article 
'Projects for regional co-ooeratiou: identification, selec
tion and location* 1 , published in Ir.dustrv and Development 
No. 1, 1973, UNIDO (ID/SEH.M/l) , and

(ii) Martin J. Staab, IBRD, in his article "The production loca
tion problem and the development of industries on a regional 
basis in the ASEAN countries', published in the Journal of 
Institute of Developing Economics , March 1980.

2/ See Annex II.
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ASEAN industrial co-operation would seek to take advantage of the 
ASEAN market so that industries which could not be viably set up in any 
one ASEAN country could be viably and efficiently established on a 
regional basis. Thus opportunities would be provided for the expansion 
and diversification of trade and industrial development. Benefits 
generated from industrial co-operation schemes, taken together vith the 
benefits from other programmes of regional economic co-operation, should 
In the long run be equitably shared among the member countries.

ASEAN industrial co-operation was envisioned to take place via three 
approaches, namely (i) the establishment of ASEAN Industrial Projects 
(AIPs), (ii) the ASEAN Industrial Complementation (AIC) programme and
(iii) co-ordination of large-scale national projects in selected industry 
sectors.

(c) ASEAN Industrial Projects (AIPs)

As noted above, the Declaration of ASEAN Concord calls for co-opera
tion by member states in establishing large-scale ASEAN industrial plants 
particularly to meet regional requirements of essential commodities. The 
Declaration further states that priority shall be giver, to projects which 
utilize the available materials of member states, contribute to the in
crease in food production, increase foreign exchange earnings or save 
foreign exchange and create employment.

•The economic rationale for establishing ASEAN Industrial Projects 
(AIPs) is evident, as demonstrated, inter alia, in the above-mentioned two 
major regional UN studies. The individual countries of ASEAN have markets 
large enough to support production of most consumer goods, while in the 
case of certain products requiring large-scale industrial production, mainly 
in the field of capital goods and intermediate goods manufacturing, there 
is a necessity for larger markets than those of any of the individual ASEAH 
countries to enable these products to be sold at approximately the prices 
at which they are available at the world market.

While in the other forms of economic integration, as in the EEC, the 
setting up of industrial projects for regional markets is left mainly to 
market forces [although backed by tariff and other trade preferences which 
are granted across the board], ASEAN has opted for a somewhat different 
course. Mr. Vicente T. Paterao of the Philippines, former Chairman of 
COIME has pointed out the differences;



"Khil» also employing: trade preferences on selected product», in 
ASEAN we incline to the belief that, in our aggrupation of develop
ing countries, guidance and positive encouragement from the regional 
governmental institutional mechanisms is additionally desirable so 
that energies and resources will be channelled to those industrial 
programs which would be most beneficial to the region as a whole, 
while ensuring equitable sharing among the member countries of bene
fits from the increased economic activity resulting from regional 
industrial co-operation".l/

The ASSAN Economic Ministers' Meeting, held in early 1976 barely two 
weeks after the Bali summit, agreed to study initially five ASEAN Indus
trial Projects. These proposed AIPs to be examined were: an ammonia-urea 
project each in Indonesia and Malaysia, a ohosphatic fertilizer plant in the 
Philippines, a diesel engine project in Singapore and a soda ash project in 
Thailand.

The Ministers also azreed to create an expert grouo to review the 
industrial co-operatic . programme and directed that one group also examine 
the feasibility of establishing the five ASEAN Industrial Projects (in the 
understanding that the feasibility study for each riant was to be undertaken 
by the member country wishing to set it ur). The exnert groan would also:

- investigate the technical and economic feasibility of establishing 
additional manufacturing caracity within the revion to surely reaional 
recuirements for newsprint and potash:

- consult wi-.h one another on national rrofirar.mes for development of 
steel and petrochemicals industries with a view to co-ordinating 
these orocranmes, avoiding unnecessary duplication and comnetitior., 
so as to achieve maximum benefits for the ASEAN region as a whole: 
and

- exchange information on various sectors of national industrial deve
lopment programmes with a view to identifying oossibilities for com- 
olementation among existing industries in the region.

The ASEAN Economic Ministers, arnroved in 197° the Basic Agreement on 
ASEAN Industrial. Projects which covers, inter alia, the general principle 
to govern the equity participation of the ASEAN countries in the first five 
AIP's, namely that for these first AIPs the host country should have 60 tier 
cent of the total equity of the AIP with the balance to be shared eoually by 
the other ASEAN countries. (At the meetinv of ASEAN Ministers of Industry in 
September I960 it was, however, agreed that the oarticioation of all five

1/ Paternc, Vicente T., "ASEAN-Australla Industrial Co-operation", Speech 
delivered before the Australia-ASEAN Industrial Co-operation Conference, 
Melbourne, Australia, 19 June 1978.
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^ ♦ /» ^  t  tr  t  .  l. ..  ̂ - t  i  «  » • » 'countries ia iutui e noitiui rnuustriux urv.jects wouxa no longer oe reauirea. ; 
The produces of the AIPs were to be assured preferential access to the membe: 
countries through the various instruments of oreferential trading arranee- 
ments (see Chapter V below).

In general, the approach to the AIPs has been characterized by step-by-
step procedures and long and complex negotiations before practical results

1/ 0/have been obtained.—  As shown in a UNIDO study^ prepared in connexion with, 
the research work on redeplovnent, there are at least 10 sters involved before 
actual establishment of an AIP factory can commence. Tor example, the first 
AIP, the urea fertilizer project of Indonesia vent through the following 
stages:

2 .
3.

At the Bali summit in Eebruarv 1976, Indonesia was directed to 
study the feasibility of establishing this regional project.
Commissioning of feasibility study for the urea project.
Resolution of policy issues involving:
(a) The ouar.tity of urea each country would commit to offtake 

on a long-term 'oasis

(b) The proportions ^¿ch country would take in the equity of the 
project and the extent to which such equity may be taken by 
government ana the private sector in each investing country.

(c) The formula which would be observed in pricing ihe product 
purchased under long-term quantity contracts.

(d) The extent to which direct infrastructure cost would be 
treated as capital cost of would be absorbed by the host 
country.

(e) The price at which the natural gas (raw material) would be 
supplied by Pertamina.

4. Completion of detailed feasibility study.

5- Evaluation by the Committee of Senior Officials and formal accept
ance as an ASEAN Industrial Project.

6. Negotiations on the terms of project financing.

7. Discussion and negotiation of the articles of incorporation and 
by-laws of the AIP corporation.

1/ At the meeting of the ASEAN Ministers of Industry held at Bali in September 
1930, it was agreed that a much more flexible approach would be adopted 
vis-a-vis AIPs, which would allow, among other things, companies tender
ing for a joint ASEAN project to offer a competitive package which included 
financing (Financial Times, 1.10.1930).

2/ Sanchez, Conrado .Tr, "Industrial Pedenlovment in the context of Econunic 
Integration among Develop.' err Countries - The Case cf ASEAN". Draft (pre
pared in late 1970) I3/OLO,
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8. Incorporation of P.T. ASEAN Aceh Fertilizer. Initial payments 
by stockholders on their subscription.

9. Organization of the Board of Directors; appointment of management 
staff.

10. Finalizing loans and preparing invitation to bid for equipment 
supply and plant construction.

The loan agreement - under step 10 - was signed with the Exim Bank cf 
Japan on 30 October 1979» that is 3l£ years after the Bali summit meeting. 
This example clearly shows the importance that the time element involved is 
realistically assessed and that real results of the AIP co-operation should 
be expected only within a relatively long time span.

Again craving partly from information from the above-mentioned UNIDC 
redeployment stuny,^ the results achieved so far on the initial five 
ASEAN Industrial Projects are:

Indonesia: ASEAN Urea Project (P.T.Aceh Fertilizer)

(a) Rated Capacity;
Urea plant 570,000 tens per year
Ammonia plant 330,000 tons per year

(a) Total investment funds required US $323,000,000
Authorized capital US $ 93,900,000

(c) Equity structure:
Indonesia
Malaysia
Philippines

Singapore
Thailand

Per cent share
P.T. Pvpuk Sriuidjaja 60
Petroleum National 3erhad 13
Fertilizer Corporation of

the Philippines 13
Temasek Holdings (Pte). Ltd 1

13

(d) Location!
Daerah Istimewa Aceh, North Sumatra 
27O hectares

(e) Progress
Two loan agreements with OECF and Exim 3ank, both of Japan, 
already sigged, October 1979*
Commercial and General Affairs Directors already appointed.
96 per cent of , required land area already acquired.
For constriction preparation, detailed engineering survey and 
investigations presently under way.

Sanchez, Conrado Jr. ibid.



Target for start of 1 A 1 C  * T̂ QP\

Construction was to start in 1980 tut no contractor could be chosen 
as all tenders exceeded the original budget. However, Jaranese 
financing of the entire US $90 million ccst overrun casued oy delays 
has recently been agreed. Toyo Engineering of Jaoan has wan the 
contract to build the US $100 million olant.l/

Malaysia: ASEAN Urea Project

(a) Rated Capacity

(b)

(c)

Urea ülant 530,000 metric tons per year
Ammonia plant 360,000 metric tons per year

Capacity utilization
Urea ülant Ammonia plant

1984 55% 8(#
1985 6o?t; -----

1986 lot 9CÛ

Total funds required US 3 245.13 million ('
Foreign portion US 3 178.87 million
Local portion US 3 66„44 million
Long-term debt US 3 171.72 million
Equity US 3 7j *59 million
leot/Equity ratio 70:30

id) Location: 
Bintulu, Sarawak

(e) Progress:
Joint venture agreement on the ASEAN Urea project has been agreed 
to by shareholders except that the final cost of the projec 
will be known only after the complete study by the Japanese eva
luation team.

There have been advance reports on the study done by the Japanese 
International Co-operation Agency.

(a) Water supply at the 3intulu site poses a problem.
(b) Malaysia lacks an agency with the experience to see to all 

aspects of marketing the product.
(c) The majority of the output of the plant will be used in 

Malaysia, with the Philippines absorbing most of the excess.
(d) Target for start of operations: 1984*

The project, cas formally approved for impl «mentation by the ASEAN 
Industry Ministers' Meeting at Bali in September 1980. 2/

1/ Far Eastern Economic Review. 9.1.1981. 
2/ Financial Times, 1.10.1900.



Philippines: ASEAN NP/NPK Ammonium Sulfate Fertilizer project

(a) Plant capacity

Ammonium sulfate
NP/NPK
D A P
Phosphoric acid

At 90“̂  of plant 
capacity

153.000 SPY
432.000 
346,500
105.000

ASEAN potential 
market______

588,000
537.000
174.000

(b) Operating rate
Per cent of riant capacity

1983
1984
1985 - 1994

ÓC
80
90

î c) Tax'jet date of operation: 1982

(d ) Investment 
Plant cost
Initial working capital 
Total financial requirement

US 3297.5O million 
US 3 23.14 million
US 3320,04 million

(e) Location
Isabel, Leyte

' Progress

The original superphosphate fertiliser prefect vas abandoned in 
mid—19~8 for economic reasons by the Philippines, on basi" of 
findings of Japanese feasibility' study.

The NP/lJPX/Ammonium Sulfate Fertiliser Project was submitted to 
the 9th CCE’iE meeting held in November 1979. The delegates of 
the four other ASEAN countries expressed the view that they were 
not in a position to consider the expanded project as an ASEAN 
industrial project. They referred the matter to the ASEAN Eco
nomic Ministers at the earliest possible opportunity.
The Philippine delegation informed the meeting that, considering 
the urgency of implementation, it will proceed with the expanded 
project as a national project if the other ASEAN menf-er countries 
do not exercise their option to participate.

However, the subsequent results a" a Project studv bv the U3 
consultants Arthur D. Little were not altogether encouraging.1/

Singapore: ASEAN Diesel Engine Project
The project involtes the manufacture of diesel engines with horse
power ranging from 5 to 21,000 horsepower.
Project implementation:

First phase — • 4 years
Fixed investment of rJS 390 - 100 million, with a capacity 
of 100,000 units per year

Final phase —  next 4 years
Fixeu investment of US 340 million

Par Fist err. Economic Peview, 9 • 1.1971.
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the 9th COIME Meeting in November 1979i Singapore reiterated 
its previous statement that progress on the ASEAN Diesel Engine 
Project was not possible until the horsepower range and market 
support for the project were resolved. Indonesia, Thailand and 
the Philippines were going ahead with their national diesel engine 
projects. Singapore reported that it was proceeding with the esta
blishment of a national '’iesel engine project which is sbheduled 
to come on stream at the end of 1980. Initially, the project will 
assemble, test and service diesel engines for the regional market. 
The project was organized in such a way that it could be expanded 
and converted into an ASEAN project if agreement were reached on 
the horsepower range and market support for the ASEAN Diesel Engine 
Project (Singapore).

Thailand: ASEAN Rock Salt/Soca Ash Project
(a) Rated capacity

Soda ash plant 100,000 metric tonnes per year ^start
ing in 1985 with 5>000 tonnes to be  ̂, 
increased to 500,000 tonnes by 19$7 )»~̂

(*° ) Total fund requirement US Ì232.95 million by 1983 
(estimated)

Foreign currency/local currency ratio 
Debt/Squity ratio

58:42 
70: 30

(c) Location
Rock sale mining

Lime stone quarrying

Soda ash plant;

3annet Narong (est.
tons

Xhao Pang Sok (est.
<2 f  ~ C  I IS

Laem Chabang—

313 million metric 
reserves)
104 million metric 
reserves)

(c) Progress
The Canadian firm, Surveyor, Nenninger and Chenevert (SNC) has 
carried out the feasibility survey, under a TA grant from AD3.
To date, no decision has been made regarding the final project 
cost. The government of Japan has sent three JICA teams (including 
one of a Canadian consulting firm) since 1979 to evaluate the pro
ject .3/

The protocol on the C.I.F. pricing policy for the ASEAN Rock Salt- 
Soda Ash Project (Thailand) has been initialled by the ASEAN Eco
nomic Ministers.
The first meeting of the shareholder entities for the project was 
convened in Bangkok in October 1979*

Ij Far East Week by Week, 1^.7.1979
2/ The nroject was crginally to be sited at Laem Chabang, however, subsequently 

sunnort was given for its siting at the new ieen-water port of Sattahir 
(on basis of which detailed feasibility studies were made). The issue 
was finally taken up at the cabinet which approved the Laem Chaban/? site. 
(Far Eastern Economic Review, 12.12.1980.)

3/ Far Eastern Economic Review, 9 •1.1981 ■
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hold 20 per cent and 40 per cent respectively, with the other four 
ASEAN countries holding 10 per cent each (or if Singapore scales 
down its investment to one per cent the other three countries will 
need to increase their share to 13 per cent each). The major share
holder for the private sector is expected to be Thai Asahi Glass Co. 
Ltd. The 20 per cent to be carried by the Thai Government will 
mostly come from the Japanese Government *s proposed financial aid of
SI.000 million earmarked for ASEAN Industrial Projects.

In realization that the five identified AlFs would take some time to be 
ready for implementation and anxious not to lose the momentum achieved, the 
ASEAN Economic Ministers at a meeting in January 1977 agreed that pre-feasi
bility studies would be undertaken on ether possible ASEAN projects, namely: 

heavy duty rubber tyres (Indonesia) 
metal working machine tools (Malaysia) 
electrolytic tin plating (Philippines) 
colour TV picture tubes (Singapore) 
potash (Thailand) 
newsprint

Status reports on these ’second line AIPs ’ have as yet been considered only 
once at C0IME, at its óth Meeting in September 1978. Essentially the follow
ing was reported:

(a) Indonesia: Heavy duty rubber tyres

Indonesia had encountered difficulties in obtaining adequate 
pertinent data on market projection and expansion plans of 
existing manufacturing facilities. Assistance was requested from 
ASEAN member countries to make available the needed information 
for the purpose of finalizing the project pre-feasibility study.

(b) Malaysia: Metal working machine tools
Malaysia noted that the metal working machine tools manufacturing 
industry consists of a large number of sub-sectors which were now 
at various states of development among ASEAN member countries. 
Malaysia suggested that C0IME should look into the possibility of 
converting the project as part of the complementation scheme (AICP).

(c) Philippines: Electrolytic tin plating
The Philippines sought appropriate multilateral or bilateral assist
ance to undertake a detailed feasibility study for an ASEAN tin 
plate plant.

(d) Singapore: Colour TV picture tubes
ASEAN requirement for colour TV picture tubes was considered too 
small to support an economic-size plant. Singapore was already 
implementing a national project to produce colour tubes for the 
world market, which will have sufficient capacity, to supply the 
ASEAN' domestic requirement. Singapore indicated that it would not 
pursue the project as a possible AIP.
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in tüe case of potash, production, this project is linked with the original 
ASEAN Industrial Project for rock salt/soda ash. Vast deposits of both rock 
salt and potash exist in the Northeast Thailand although the proven total 
deposits of potash have not yet been precisely determined. However, if the 
two minerals could be extracted simultaneously from the same sites, the 
chances for profitable operations might be greatly enhanced. The Asian 
market for potash fertilizers, currently estimated at 2 million tonnes-a year, 
is growing fast. Although there is no shortage of potash.in the world and 
productive capacity exceeds present and projected demand by a reasonable 
margin, there is an imbalance in its distribution, 99 ?er cent of it being 
found in North America and Europe. Asia must obtain its supplies from these 
sources with heavy freight costs involved.

Finally, attention has been given to pulp and paper projects being 
Considered in four possible locations in ASEAN. A FAC report on the prospects 
for the development of pulp and paper industries has been adopted as a plann
ing guide. Lately, the Philippines have advanced a proposed pulp and paper mill

i /project in that country as an AI?.—'

(5) ASEAN Industrial Complementation (AIC) programme

While the ASEAN Industrial Projects (AIPs) are expected to provide an 
important impetus in the long-term, it has been envisaged that the greater 
portion of the ASEAN industrial co-operation programme would be implemented 
and materialized by the direct efforts of the private secoor in the member 
countries through the ASEAN Industrial Complementation (AIC) programme.

In response to the conceived role of the ASEAN private sector in 
achieving ASEAN industrial co-operation, the private sector has organized 
itself (as mentioned above) into an ASEAN-Chambers of Commerce and Industry 
(ASEAN-CCl). At the ASSAN-CCI Council Meeting in 1976, it was agreed that 
the principal vehicle for the ASEAN private sector efforts a d co-operation in 
the ASEAN Industrial Complementation (AIC) programme would be through the règiona 
"industry clubs" (RIG). Industry clubs are defined as the aggrupations of 
private sector entities, associations, federations or groups within the same 
industry representing each of the identified industries for possible regional 
industrial complementation. Regional industry clubs are composed of the

1/ Far Eastern Economic Review, 10.10.198n.
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the individual ASEAN Chamber of Commerce and Industry. Regional industry 
clubs have to be given accreditation by the ASEAN—CCI through recommendations 
of its Working Croup on Industrial Complementation (WGIC). Seven RICs were 
given full recognition by the ASEAN-CCI Council at their Third Conference 
held in November 1977 in Manila, Philippines. These RICs are ASEAN Auto
motive Federation, ASEAN Federation of Cement Manufacturers, ASEAN Chemical 
Industries Club, ASEAN Federation of Electrical, Electronics and Allied 
Industries, ASEAN Federation of Food Processing Industry, Rubber Industries 
Association of ASEAN and ASEAN Federation of Glass Manufaccurers. Other 
RICs later recognized include ASEAN Agricultural Machinery Industry Club,
ASEAN Diesel Engine Industry Club, ASEAN Pulp and Paper Industry Club, ASEAN 
Steel Industry Club and ASEAN Engineering Club.

The first task of the recognized RICs is envisioned to bo the ’.denti
fication of various products from the existing plants in the member countries, 
that can be traded among them and to negotiate preliminarily the extent of 
tariff and other trading preferences needed to stimulate this trade. RICs 
will thus formulate and submit through ASEA.N-CCI to the respective committees 
of the ASEAN Economic Ministers, the schemes for complamentation in their 

respective industries. Upon approval of an industrial complementation scheme 
by the designated committees of the ASEAN Economic Ministers, particularly 
the Committee on Industry, Minerals and Energy (COTME), the scheme shall be 
ready for implementation including the specific tariff and other trade pre
ferences for the products involved.

The industry group vhich has advanced most in developing a complementa
tion scheme is the automotive industry. The main state in the evaluation 
of the scheme are presented in following paragraphs.

The ASEAN Automotive Federation (.°AF) established in 1977 an AAF Technical 
Committee (AAFTC) which, after a thorough survey of the automotive industry 
in the ASEAN countries had been carried out, developed proposals for comple
mentation which were formulated in "Guidelines on ASEAN Automotive Complementa
tion". Key elements in the AAF guidelines were the guarantee that no similar 
projects making a product included in a complementation scheme will be approved 
by any of the five governments, that such products will benefit from tariff 
reductions, and that their products will qualify as local content in all five
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countries. The guidelines also introduced what it calls a "multi-scourcing
. „1/concept. —

The original proposal by the AAF was not accepted by the Meeting of 
Economic Ministers in Jakarta in June 1978 as concern was expressed over the 
proposed 1*9 per cent limit on foreign ea.uity and that the tentative dra.t 
guidelines did not provide a "workable framework". They should first "be tested 
against a private sector scheme. Furthermore, the Singapore delegation expressed 
reservations about the AIC schemes as envisaged in the tentative draft 
guidelines suggesting that the schemes, granting special privileges to 
accredited participants, would interfere with market prices and would be 
detrimental to the long-term economic development of the region.

In September 1979 at a COIME meeting in Manila, Singapore presented
a position paper which argued that, in its oninion, comolerentation schemes
make sense only if products manufactured under them are internationally
competitive, and that the only way to ensure competitiveness is to allow
free entry or equal terms by any producer in any of the five ASEAN countries.
Thus Singapore challenged head-on the notion that designated manufacturers
should in principle be given exclusive ^reduction and marketing rights in
the region and that o n l y  manufacturers operating i n  one country should be

2 'given such rights for each items of production.■-

in the meantime, an ASEAN Experts Group of Automotive Industries, had 
been set up by the government Committee on Industry, Minerals and Energy (COIIT; 
to evaluate private sector automotive connlementation. The Group met in 
October 1979 with the AAFTC and approved modified draft "Guidelines on ASEAN 
Automotive Complementation. " V

1/ The "multi-scourcing concept" may be illustrated as follows:
Indonesia and Malaysia presently prohibit the import of components from 
more than one source. At the moment, Ford's subsidiary in the Philipnines, 
Ensite, ships parts to the UX for inclusion with UK-manufactured parts 
in kits that are then sent to ASEAN. The parts by definition are no longer 
ASEAN-sourced and therefore not eligible for inclusion in a complementation 
scheme or for trade concessions. Moreover, adoption of multi-scourcing 
will cut Ensite's freight costs by 80 per cent. Orieinal equipment manu
facturer's (OEM) imports will be offered the same tax and import duty 
priviledges as completely knocked down (CKD) kits plus additional tariff 
preferences if sourced within ASEAN. Products included in ASEAN comple
mentation schemes will be treated as ASEAN local content, as defined by 
each government, provided they meet the rules of origin requirement.

2/ Ear-Eastern Economic Review. 2.5.198*-,
3/ See Annex III for full details of the draft 'Guidelines. ..



The principle of 'multi-scourced' imports vas accepted by COIME at its 
9th meeting in November 1979 and it vas recommended for approval by the 
ASEAN Economic Ministers (together vith AAF's request for UNIDO to provide 
a technical consultant on the automotive industry). The COIME indicated 
its villingness to approve in principle the package of automotive component 
manufacturing, as the first set of projects under the ASEAN Industrial Com
plementation (AIC) programme, provided that additional information vere 
collected and evaluated in order to enable COIME to assess:

(a) the specific commitments required of each member country:
(b) the benefits and costs that vould accrue to each member country:
(c) compliance vith all relevant provisions of the "Tentative Draft 

Guidelines on Industrial Complementation."
The specific proposals, to be subject of further consideration by the 

Experts Group, vere the following, of which the first five had already been 
approved in principle by COIME.

Diesel engines of 80-135 ho (Indonesia)
Spokes, grease nipples and roller chains for sictor-cvcles and timing 

chains for automobiles (Malaysia)
Body panels for Ford Cortina (Philippines)
Universal Joints for passenger cars and commercial vehicles (Singapore) 
3ody panels for commercial vehicles of one ton and over (Thailand) 
Headlights (possibly Malaysia)
Carburetors

When COIME met again in March 1980, Singapore announced its decision to drop cut 
of the complementation scheme^ vhile the remaining four countries resolved 
to go ahead vith the ASEAN motor vehicle complementation scheme and decided 
to present their proposal for final approval at the Economic Ministers'
Meeting in Singapore in April 1980.

2/At the Economic Ministers' Meeting, it vas reported,—  delegates from 
the four other countries continued to call for strong government support 
in terms of privileges and protection for accredited manufacturers, for

1/ In July 1979 Singapore withdraw support hitherto given to the domestic
car assemblers in announcing its decision to bring down the tariff vail 
protesting the local car assemblers. This vas a first concrete step in 
implementing a nev policy tovards higher vages in the republic. It also 
marked Singapore's definitive departure from the common ASEAN goal of 
domestication car production and from efforts to achieve this through 
complementatary arrangements. (Far Eastern Economic Reviev, 27.7.79l)
Far Eastern Economic Reriev, 2.5.1980.2/
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instance, a larger tariff cut for products falling under the AIC scheme 
than accorded under the ASEAN Preferential Trade Arrangements (PTA) (in the 
argument that these products should be treated as if manufactured locally in 
the calculation of local content in relevant cases). It vas indicated, on 
the other hand, that the official ASEAN Committee of Trade and Tourism (COTT) 
had insisted that anything going beyond the most-favoured-nation principle 
would not be in accordance with the ASEAN PTA. Finally, Singapore's gesture 
of offering to drop out while the other four countries went ahead might 
not have been felt acceptable for reasons of ASEAN solidarity.

The result of the Economic Ministers' Meeting was a consensus which 
included Singapore and in a joint statement the ministers said the AIC 
schemes "should be organized on a nroduct basis allocated to specific 
member countries for a limited period of two years in the case of on
going projects or four years from the date of aooroval in the case of new 
projects. Any preferences granted within the framework of the ASEAN PTA 
for any product by a particular country will be extended on an ASEAN mosc- 
favoured-natior. basis to similar oroducts produced in other ASEAN member 
comntnss accordance vi.~^ 'sasic n e * - S î L A - I f  t 
clause seems to indy that trade ^references accorded to accredited manu
facturers will not exceed thor-e set fully in the PTA.. The statement 
continued, however, as follows: "Member countries may grant additional 
preferences, such as recognition of local content on a country basis, and 
mandatory sourcing. Such additional-preferences should be negotiated 
separately between the countries concerned." In essence, the ministers 
decided that the companies accredited under the AIC scheme should not be 
guaranteed exclusive production and marketing rights except **or those which 
are negotiated between member countries outside the ASEAN framework.

Thus, if, for example, Indonesia was to be accredited the manufacture 
of diesal engines under the AIC scheme, manufacturers of diesel engines in, 
say, Malaysia and Thailand would automatically enjoy the sane trade pre
ferences (over non-ASEAN manufacturers) as those of the Indonesian manu
facturers. It would, however, then still be possible that Indonesian diesel 
engines were to enjoy greater preferences than those uroduced in Malavsia 
or Thailand as it would be up to each country (but not ASEAN collectively) 
to decide that only Indonesian diesel engines should be considered locally 
manufactured or, for instance, that for certain motor vehicles, the assemblers 
must buy the diesel engines from Indonesia.
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In other words, the degree to vhich conpleaentation schemes vill enjoy 
ASEAN governments’ support has Seen left to each country’s discretion. This 
leaves the door open for the four countries which agreed in the March 1980 
COIME meeting to go ahead with the motor vehicle complementation scheme to 
grant additional preferences in the way that was envisaged at that meeting.

The results of the Economic Ministers Meeting in Anri! 1980 was critisized 
by the industrialists in the ASEAN-CCI's_Working Grouo on Industrial Complementa
tion (WGIC); its chairman charging that 'exclusivity (exclusive production
and marketing rights), an important factor in an orderlv comnlementation

rl/scheme, has now been replaced by a free-for-all. —  The WC-IC made a
representation at the COIME meeting in Manila in June/July 1980 along the

* /
lines suggested by the Group's Philippine delegation. It is reported—  
that the Philippine pacer argued that the limitation of the oeriod of ore- 
ference for participating companies to two years for existing orojects and 
four years for new projects was too restrictive and that the idea of extend
ing the priviledges to anybody in any ASEAT country who was producing 
similar items was against the very concept of complementation. The oaDer 
suggested, as a compromise, that approved AIC projects might be given at 
least a head start'of, sav, five years before its ^references are multi- 
lated to similar products in other ASEAN countries.

The discussions at the June/July 1980 COIME on the further orcsress of 
the automotive industry complementation schemes nroved inconclusive.

Ac the ASEAN Ministers of Industry meeting at 3?1~ in .September 19^0 
a concerted attemrt was made to inject new life in the industrial co-cner- 
ation schemes of ASEAN involving a change of rolicy towards a greater us- of 
nrivate entemris* and greater flexibilitv in nroiect financing. The Ministers 
agreed, concerning the ASEAN automotive industrv, on vhich countries should 
manufacture a nackage of motor marts, namely those five vhich had been armroved 
in orir.c^rle by COIME in November 197?

The ASEAN Economic Ministers at their meeting in Bangkok in October 
1980 endorsed the major progress made at 3ali towards finishing a basic 
agreement on ASEAN industrial complementation regarding motor vehicle parts 
manufacturing. The Economic Ministers rror.ised to initial the basic agree
ment at their next meeting in about six months and urged the finalization

2/of the first and second sets of narts tc be allocated.—

1/

2 /

Far Eastern Economic Review,
Far Eastern Economic Review,
Asia, 7 .II.196O

18.7.1980

21.10.1980 and lU.11.1980 and Business
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The ASEAN Economic Ministers' approval of am automotives complementation 
scheme gives all firms a more detailed blueprint on which to base their plans 
and at the same time demonstrates the five governments' ability to reach 
political, compromises without sacrificing the economic viability of such 
schemes. However, many of the plan's details - such as the extent of 
trade concessions - remain open to negotiation, making the approval another 
step in a long road rather than the final blessing. Almost four years 
after the first ASEAN Automotive Federation (AAF) council meeting created 
the AA? Technical Committee (.AAFTC) to study detailed proposals for ASEAN 
co-operation in the automotive industry, the ASEAN Economic Ministers' 
meeting in Bangkok approved two full packages of products with a third 
being negotiated.

In their approval, the Ministers solved 
The most important issue decided at the meet 
concessions that the AAF had requested. Com 
include a ban to last three to five years on 
countries. Singapore's unwillingness to cor: 
had proved to be a stumbling block. The Min 
provision that any competing project export 
output to nor.-ASEAT markets. For example, v

several outstanding problems 
ing was the share of one key 
caries wanted the approval to 
ccr.rletir.r crojects in other

sit itself to this restriction 
isters replaced the can with a 
at least per cent of its 
hile Malaysia will be the only

country sanctioned to make roller chains, Singapore or any of the ethers 
would be able to set up a similar operation as long as 'T5 per cent of the 
production was exported to aon-ASZAi! countries. This rule will apply to 
both the products already made in ASEAN as well as the proposed carburetor 
and headlight plants. While companies could seemingly set up operations 
in one of the five countries and produce an ASEAN-approved product without 
further approval, .individual country investment beards can be expected to 
monitor closely new investment applications to ensure their viability in 
the complementation scheme. However, if a company obtains approval from a 
specific country to set up operations to manufacture the approved product 
of a country, then it would be eligible for the scheme's privileges. This 
solution demonstrates considerable realism on the government's oart and its 
willingness to heed private-sector advice, thus making the complementation 
scheme more viable.

A second key decision was to grant original equipment manufactures 
(OEM) status to be treated the same whether they come in completely knocked
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down (ckd) kits or individually. In the past, ckd's attracted lover duties - 
in some countries as much as 50 per cent less - than individual components. 
"Tiis vjuld obviously be a major disincentive for an assembler to switch from 
kits to a mix of ASEAN and OTH components.

Other important aspects of the scheme are still being decided. The 
exact tariff concessions are being bilaterally negotiated among the various 
ASEAN governments, and are expected to range from a low of 0 per cent to a 
high of 25.30 per cent. A compulsory purchasing scheme has been discussed 
by ASEAN, although nothing definite has evolved from the talks. The AAF 
has also asked for flexible minimums of ASEAN content. The companies wanted
either lower levels or a grace period during which ASEAN content would be 
raised to the specified levels. Also at issue is whether ASEAN products vial 
aualify for local content in the importing country, creating an important 
incentive, say, for a Thai assembler to use universal joints from Singapore.

ASEAN rules dictate thac final discussions and acprovai must be com
pleted by April 1981.

ASEAN Automotive Packages 

First package- Second pack3ve

Indonesia Tiesel engines of 30-135 hp Steering systems

Malaysia Spokes and nipples for motor
cycles, timing chains for motor 
vehicles

deadlights

Philippines Body parts for ^ord Cortinas deavy-dutv rear 
axles for commercial 
vehicles

Singapore Universal joints for passenger 
and commercial vehicles

Fuel injection pumps

Thailand Body panels for commercial vehi
cles of up to one ton

Carburetors

It should be mentioned that, besides the prooosed automotive industry 
scheme, several other possible comnlementation projects have been under con
sideration within the ASEAN-CCI and the respective PICs such a3 :

(i) ASEAN Chemical Industries Club:_____
Acetylene black. This has been proposed as a Philippine/Thai 
joint venture based on an ASEaN requirement of 4,000 tons a year. 
The Philippines' existing 500 ton/yesr acetylene black plant world 
be expanded to 2,000 tons a year to serve the domestic market plus 
Indonesia. A second 2,000 ton plant would be constructed in Thai
land to provide the Thai market with 800 tons, Singapore with 700 
tons, and Malaysia 300 tons. The project's cost is estimated at 
US 36 million.
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PVC paste resins. The ASEAN requiring 2,400 tons, the 7,50C tons 
a year, with Thailand requiring 2,400 tons, the Philippines 2,400 
tons, Malaysia 600 tons, Indonesia 1,000 tons, and Singapore 720 
tons. The project would be located in either of the two largest 
markets or in both if each country manufactures different grades.

Melamine. The project would use locally produced urea and 
would have a capacity of 10,000-tons. Indonesia’s present 
consumption is 6,000 tons. The project would cost an esti
mated US S8-5 million.
Methanol. Proposed capacity of this plant is 1,000 tons a 
day, 60 per cent of which would be exported to non-ASEAN 
countries. Estimated investment is US $145 million.
Nitric acid/ammonium nitrate. The proposed US $27 million 
nitric acid plant in the Philippines would produce 100 tons 
a day for the domestic market (currently estimated at 19,000 
tens a year, rising to 38,000 by 1982) and the rese of ASEAN 
(21,000 tons).
7CM terminal. Eight companies manufacture PYC resins in 
ASEAN, and only one makes the 7CM needed to produce F/C resins. 
A working committee has been formed to study construction of 
7CM terminal. Indonesia has proposed that the 7CM terminal be 
located on 3atam Island.
Other products proposed for complementation include formal
dehyde, acetic acid, urea formaldehyde, melamine formaldehyde, 
phenol formaldehyde, disinfectant, preservatives, insecticides, 
paint and adhesive products (solvent for paint; dyes and pig
ments), and chemicals for water treatment, such as sodium net a-* 
phosphate and hydrazine.

(ii) ASEAN Federation of Food Processing Industries;
Establishment of an integrated fish cannery project.

(iii) Rubber Industiies Association of South East Asian Nations:
Production of carbon black 
Tires and tubes 
Industrial rubber products 
Footwear 
Latex foams

(iv) ASEAN Federation of Class Manufacturers:
Tinted sheet glass 
Figured glass 
Safety glass

(v ) ASEAN Pulp and Paper Industry Club:
Security paper

In view of the difficulties encountered in bringing the ASEAN indus
trial complementation (AIC) schemes into reality (see rages 2U-26) the ASEAN 
businessmen, in order to sustain efforts towards regional economic co-opera
tion with private sector initiative, have been giving attention to various
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possibilities of ASEAN regional industrial projects for the private sector.^ 
The idea is to seek a scheme similar to the large government-funded AI?s, 
only on a smaller scale and vith private intiative.

The private sector industrial projects vere conceived largely because
the businessmen found it extremely difficult to find industries vhich vould
be amenable to the complementation concept. Even in the car industry, vhich
depends on thousands of parts and components and is thus perhaps the most
natural candidate for a complementation scheme, it has not been easy to come
up vith an acceptable division of vork. Thus, rather than to search for
industries vhich can be broken dovn according to processes or components,
it may be easier to identify, on the 'package deal' principle, unrelated
entire industries for each country- in resrect of vhich the countries could
then agree to give preferences to each other. The CQIME meeting in Manila

2 /in June/Juiy 1?80, it is reported,-' formerly advised, hovever, that it vas 
against a proposal that some ASEAN countries should set u p  a magnesium 
clinl-rer mill, a security paper vill and a mini-tractor plant, each entirely 
in one country and exchange preferences.

(e) Co-ordination of National Projects elected Industries

An agreed third form of industrial co-operation is 
information on national development programmes in steel 
puio and paper and other industrial sectors chat may be

the exchange of 
netro-chemicals, 

later agreed upon.

Member countries are Just beginning the process of exchanging informa
tion on large-scale national projects in steel and petro-chemicals. The 
exchange of information is vieved as a means of achieving cc-ordination of 
the national projects vith one another.

Development of sea commucations inside ASEAN has lately emerged as an 
important topic of discussions and it might be noted that as their meeting 
in 3angkok in October 1980 the ASEAN Economic Ministers agreed to seek 
advice and assistance from Japan in promoting shipbuilding (and shipping).!/

1/ "ASEAN Joint-venture projects" (see Far Eastern Economic Peviev. 9.1.1931). 
2/ Far Eastern Economic Reviev. 13.7.1980.
3/ Far Eastern Economic Reviev, 31.8.1980.
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Chapter V 

Trade co-ooeration

(a) Intra-regional trade in ASEAN

An overview of trends in ASEAN intra-regional trade bears at first 
glance little evidence that integration is contributing to closer economic 
links between the five countries. Intra-regional trade as part of global 
trade in respect of the five partners was as the same level at the end of 
1978 and four years before as shown in following table:

Table 1. Regional Trade Overview»1975-78

Indonesia Malaysia Philippines Singapore Thailand
1

± \ .  * — — 

« C *T » V

Exports to ASEAN as 
of total exports

1975 10.3 24.2 2.7 21.7 17.2 15.7

1976 Q Q 21.5 3.1 -7 • C 17.1 14.4
1977 1C.6 1 q • 7 13.6 n c 11.1

1975 8.6 13.6 6. 2 - c ^
A. • s j 16.7 11. 0

Imports from ASEAN as 
of total imports

197q 8.7 13.2 4.3 1 < '-v 2.7 1 *»

1976 14.0 14.3 6.5 17. c 3,4 12.3

1977 14.3 14.6 6.4 ic.3 4.3 12.4
1978 9.6 14.3 5.6 15-5 6.0 11.4

Trade with ASEAN as 
fo of total trade

1975 9-7 19.9 4.0 17.1 8.6 12.7
1976 10.9 18.3 5.2 17.9 9.6 13.4
1977 12.0 17.1 5.3 17.4 10.2 13.5
1978 9.0 I6.7 5.8 16.8 10.6 12.7

A number of economic reasons can be advanced to explain the relative
1 /

stagnancy of intra-regional trade in the past, such as: —

See further John Wong, ASEAN economies in perspective - A. comparative study 
of Indonesia, Malaysia, the Philiprunes, Singapore and Thailand. SinKaoo*-e 
1979, TV 37-UU

1/
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(1) The existing trade and production patterns of ASEAN have allowed 
only limited absorptive capacity for each other's major exports 
like rubber, tin, palm-oil and coconut, which are primarily destined 
to be consumed outside the region.

(2) The ASEAN economies have almost exhausted all their commercial 
capacities in responding to the large and growing export market of 
developed countries during the past two decades.

(3) The import-substitution policies together with the balance of 
payments difficulties among some ASEAN countries have resulted in 
certain policies which are inherently biased against regional trade: 
for example, high priority is given to imports of capital and inter
mediate goods which are usually supnlied by the developed countries.

The latest available breakdown f 
substantial ASEAN trade in resrect of

gures, for 1977, 
various orcduct

illustrate the current 
roups (see Table 2).

lb a s í a: 2 V 4 —

The ASZAII countries signed at a meeting in Manila in February 197”7, an
agreement on preferential trading a: 
sion of intra-ASEAF trade. The ins- 
PTA have been identified as follows 
alioation of non-tariff measures on 
contracts, purchase finance support 
in procurement by government entiti 
uuon in the future.

rrang aments (PTA) to encourage the expan- 
truments for the imnlsmentation of the
; extension of tariff preferences, liber
a ^referential basis, : o'-1”— cemmodit-
at. est rates, creferer.

es ar.d other measures that may be agreed

As cf the end of 1579 2,327 products are the subject of ASEAN tariff
preference.^ Under the PTA extension of tariff preferences is given, through 
negotiations cn a product-by-product basis. The preferences are in most cases 
expressed as a certain percentage of the import duty levied on extra-ASEAN 
imports of the products. Each quarter, tariff negotiations are held based cn 
offer and request lists of each member country. Working in close co-operation 
with the Committee on Trade and Tourism (CCTT) cn this matter is an ASEAN—GCI 
Working Group on Preferential Trading Arrangement (Y'GPTA).

1/ ASEAN tariff cuts: 
Number of oroducts Negotiated by CCTT

Atoroved bv 
Economic Mini:

71 June 1977 June 1977
25I Oct. 1977 June 1978
258 Dec. 1977 June 1978
246 Anril 1978 June 1978
500 Nov. 1978 Dec* 1978
498 March I979 Sept. I979
503 June 1979 Sept. 1979

2327
(Business Asiai 19.10.1979)

Implemented
January 1978 
Sept. I 978 
Sept. I978 
Sept. 1978 
March. 1979 
Tec. 1979
Dec. 1979
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Table 2. ASEAN Trade Analyzed ay Country and Product Group, 1977
(ттъ <i »onnl\ —— — --- /

Indonesia M a laysia Ph ilipp ine ! Singapore Tha iland Total

Tota l Ind one sian  E xp o rt! 20.771 126 .021 1,003.621 4 .490 1.154.903
F o o d  and  live anim als 2.694 83 73 .712 4 76 .493
Beverages and tobacco 56 8 167 — 231
Crude materiais, inedible, except fuels 10 .555 11 3 04 .78 2 1.274 3 16 .62 2
M ineral fuels, lubricants, and related materials 2 0 3 115 .614 5 45 .31 6 2.137 6 6 3 .2 7 0
A n im a l and »egstaoic oils and fats - - 5 7 5 5 7 5
Chem icals and p roducts of chemical industries 4 .3 7 2 10 .167 2.130 7 4 7 17 .416
M anufactured  go o d s  classified ch iefly  by material 9 1 8 - 2 0 .2 6 2 23 21 ,203
M ach ine ry  and transoort equipm ent 1.816 8 0 4 1 .6 6 5 187 4 3 .7 4 8
M isce llaneous m anufactured  articles 102 11 6 .123 111 6.34 7
C om m od itie s and transactions not classified accord ing to k ind 55 47 8 .S8 S 7 8 .9 9 8

Tota l M a lay s ian  E xpo rts 19 .504 7 7 .7 0 6 8 7 9 .4 8 7 8 7 .1 4 5 1.093.64  2
F o o d  and liv * anim als 7 4 0 4 .734 9 1 .1 1 5 3.164 99 .753
leverages and tobacco 9 7 3.103 5.939 - 9 .1 8 3
Crude materials, inedible, except fuels 309 367 425 .361 11.4 73 43 7 .5 1 0
M ineral fuels, lubricants, and related materials 1.194 4 1 .7 1 8 21.931 51 .025 115.369
A n im a l and v é g é ta it  o iîs and *ats 4 9 5 4 3 114 .570 4.033 119 .255
Chem icals and p ro cu c tj cf chemical industries 2.101 1.577 17.126 2.892 22 .635
M anufactured  go o e s  classifies ch iefly b y  material 3.152 9 .6 9 6 72.894 2.293 37 .750
M ach ine ry  and transport equipm ent 9.085 9 ,0 3 6 79.231 3.119 106.521
M isce llaneous m anufactured articles 2.397 6 .742 45 .11C 2.152 56.401
C om m od itie s and transactions not classified accord ing to k ind 3 8 0 190 6.000 1.228 7.793

Tota l Ph ilipp ine  E xpo rts 22 .5 0 0 29 .933 6 4 .536 8.853 125 .872
F o o d  and live anim ais 5 .635 12.344 2 6 .938 4 0 3 45 .376

Beverages and tobacco 2 6 S 32 51 9 3 S2

Crude materiais, m td 'c ie . except fuels 1.342 124 148 4 4 2 2.055
fHineral fuels, lubricants, and related materials - 1 4.062 84 4.147

A n im a l and vegetable o ;ls and fats 3.310 563 9.737 2 9 4 \ j . rO 'i
Chem icals and p.-ocucts of cnemical industries 2.4 64 1.676 1.783 V.300 i c . - î l i

M anufactured  gooes classif.ed c m e 'ly  by material 8.494 2.694 4 .S05 2.063 18.: 33

M ach ine ry  «nd transoort asuiom.ent 8 3 7 3 . X 5 12.004 491 21.477

M isce llaneous m anufactured artice s 152 1.642 4.519 762 7.075

C om m od itie s and transactions not classified accord ing :c kind - 2.062 384 - 2 .446

a !
Total S ingapore  E x p o rt s 5 3 3 .4 3 6 1.: 28.973 123 .218 24 0 .3 7 3 2 .126 .00 5

F o o d  and live anim als 11.284 183.397 1.336 6.761 2 04 .77 3

leverages and tobacco 2 .035 5.660 75 1,859 9 .629

Crude materials. ined :bie. except fuels 10 .498 56,503 2.137 12.186 81 .324

M ineral fuels, lubricants, and related materials 4 0 2 ,3 7 2 188.952 56.4 S3 111.791 759 .S7 3

An im al and vegetable eus and fats 5 4 6 3.480 48 2.977 7.051

Chem icals and p roduct. z ‘ ch-.nical industries 2 2 .6 1 8 121 .586 8.S61 2 1 .185 173 .950

M anufactured good s classified chiefly by material 3 6 .062 136.447 7.861 8.422 2 3 3 .75 2

M ach inery  and transport equipm ent 3 9 .243 383 .134 40 .353 60 .788 528 .51 3

M isce llaneous m anufacturée  articles 8 .756 67.501 1.522 4.326 32 .5C 5

Com m od itie s and transactions not classified accord ing to k ind 22 27 .313 4.467 8.083 39 .885

Total Tha i E xp o rts 2 0 8 ,9 7 3 183 ,414 10.714 2 14 .32 7 6 1 7 ,4 2 8

F o o d  and live anim als 185 .624 129 .135 6,711 106 .4S6 4 2 7 ,9 2 5

Beverages and tobacco 8 6 3 665 2 541 2.071

Crude mateiiais. inedible, except fuels 6 .887 29.659 1,852 51 .403 89.801

Mineral fuels, lubricants, and related materials 97 118 - 254 4 6 9

An im al and vegetable oils and fats — 5 10 41 56

Chem icals and p roducts of cnemical industries 1.035 974 51 2.033 4 .093

M anufactured  noons c b 'u f  ed сгчс/ly b y  material 8 .496 9.4Э9 609 21 .752 4 0 .3 5 6

M ach inery  and t ra n s c o r  equipm ent 5 ,446 11,551 1.300 27 .256 4 5 .5 5 3

M iscellaneous m a n u ijc tu rc o  articles 5 2 5 1.803 179 4.391 7.103

C om m od itie s and transactions not classified accord ing to k ind - - - - -

Sources: Department of Statistics, Singapore; Department of Customs, Bangkok; Central
Bureau cf Statistics, Jakarta; National Census and Statistics Office, Manila; 
Department of Statistics, Kuila Lumpur, Kuching Kota Kinabalu (Business Asia
23.11.79).

Including reexports



The scope cf products given tariff preference in wide, but the deoth of 
the tariff cuts does not generally seem to be substantial enough to have in 
these products. It has been suggested that greater responsibility should be 
assigned to the manufacturers of industrial products in ASUAN countries, to 
identify those products in which excess capacities exist, to pin-point 
mutually beneficial opportunities, to negotiate among themselves the tariff 
without causing harm to existing producers, and then put forward the

l/
outcome of their agreements to COTT.-'

.Another aspect qf great potential significance is the fact that the 
Economic Ministers at their meeting in Manila in September 1979 decided 
to raise the number of items to be included in the PTA from 100 to lpO
each cr̂ ar-ter, and, furthermore, ageed net tc --:aste time negotiating little-

27 . . . . . . .traded items~5.nd instead concentrate attention on tr.cse 01 greater signi
ficance. The latter provision, in particular, is considered representing 
a major break through for ASIAN, as previously some countries were prepos-e 
ing items for which they were major producers,■items which they did not 
need to import. Attention will thus now concentrated cn items m  which 

Tor trade is good; an apparent consensus has emerged that
The potential of this

__  ̂ d. Through the outs range
only between 1C and }0 per cent of existing tariffs, the difference could 
be significant for quite a number of manufacturers, particularly when one 
also considers the size of the combined ASIAN market.

trade is goca; an apparent
be pursued with full vigour
e should not be under—est im.

(c) Special preferential trading arrangements

In addition to the PTA scheme, special trading arrangements are to be 
put into effect ir. respect of products of ASIAN Industriai Projects.

1/ For example, a strong shewing of chemicals among the 1,001 new pre
ferences negotiated by CGTT in 1979 reflects the increasing parti
cipation cf the ASIAN Chemical Industries Club in the tariff-cutting 
process. Chemicals' share of total concessions has increased from 
21 per cent of existing preferences to 32 per cent. A wide number 
of trade concessions proposed by the ASIAN Federation cf Ilectrical, 
Electronics and Allied Industries, the Rubber Industries Association 
of Southeast Asian Nations and the ASEAN Federation of Cement Manu
facturers are expected in forthcoming lists.

2/ In May 1980 the ASEAN Economic Ministers agreed, for the first time, 
to a 20 oer cent across-the-board tariff reduction on 6,188 items with 
iraoort values of less than US $50,000. Malaysia has 1,717 items on the 
list, Philippines 1,625 items, Thailand 1,509 items, Indonesia 7^3 items 
and Singapore 59^ items (Asia Research 3ulletin 30.6.1980).



Furthermore, agreement has been reached for a preferential margin of 
2.5 per cent in favour of ASEAN partners for government procurement of 
goods and services from untied loans.

The ASEAN Ministers of Industry at their meeting at Bali in Septembe 
1980 called for a greater role in joint ASEAN economic co-operation by 
private enterprises and agreed to start formulating guidelines on such
ventures to see how they could urovide soecial tariff ^references to heln

, „ 1/sucn projects.—

1/ Financial Times, 1.10.1980.
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ChaDter VI

Cc-operation on industrial financing

Considerable attention among the ASEAN policy-makers is currently 
focussed on various proposals for institutional arrangements to facili
tate ASEAN industrial financing.

The UK Team in 1970-72 included in its recommendations a detailed 
proposal for the creation of an ASEAN Development Corporation.^ The UN 
Team estimated that ASEAN industrial investment might during the immediate 
future be of an order of magnitude of 3150 to 200 million a year. Although 
this would represent only about 3 per cent of the estimated ASEAN invest
ment in manufacturing industry in these years, the pressure on available

ics was exoecoec. to oe great an it v::ui be of considerable
advantage n  tnere could oe .-.cnAl cc-operation S.S3—S*
and if the financial resources 
extent from ASEAN savings.

be drawn to the greatest ccssibie

Since then, a number of other proposals have bee 
particular during the last two years, concerned with 
ASEAN's industrial development, including the foiicwi

presented, in 
.e financing of

- ASEAN Investment ?inanea Company .AI 
At the request of Umar Abdalia, Chai 
Council and President - Director of 
Burn! Daya.

\ _ ¿ k* -L. ¿ » -- - ororosai orsoared
an of the ASEAN Bankers'
ionesia '5 stase-ewned 3ank

- ASEAN Investment Corporation (h-.IC) - proposal put forward by
private business interests m  Singapore and Malaysia, which accord
ing to press reports 2/ calls for an authorized capital of 9300 
million, one third of which should be paid up in aggregate on an 
equal basis by the private sectors of the five ASEAN countries. It 
is suggested that each of the countries should raise its 320 million 
contribution by issuing shares in its own securities market, thus 
allowing investors in the five countries to participate directly in 
the regional economic development, and AIC's shares should then be 
traded on all ASEAN stock exchanges. The proposal, as far as AIC's 
financing role is concerned, is that the entrepreneur who is start
ing a new venture should raise 40 per cent of the capital himself, 
AIC would privide 30 per cent ir^oiigh equity acquisition and the 
remaining 30 per cent would come from the nationals of the other 
four ASEAN countries and/or from non-ASEAN sources.

1/

2/

'Economic Co-operation for ASEAN", Report of a 
1972. Chapter 10 "Co-operation in development
Ear Pastern Economic Review, 1.2.i960.

United Nations Team 
financing".
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- ASEAN Investment Capital Fund iaICF; - a. draft proposal 
prepared bj the Singapore-based PICA (Private Iavestaent 
Company of Asia) at the request of ASEAN bankers. In 
developing this proposal the sponsors are noting that the 
priority as to type of funds required for development in 
the ASEAN region is changing. The increasing availability 
of medium-term loan funds during the past 10 years is a 
direct result of the growth of local financial institutions 
and the setting up of many international commercial banks 
and merchant banks lending to governments and large companies 
throughout the region. The World 3ank and AD3 principally 
finance infrastructure projects and only provide government 
guaranteed loans. While all these institutions are playing 
an essential role in providing and mobilizing finance for 
economic growth in sectors such as infrastructure, they are 
unable to allocate resources to provide risk capital (equity
tunas;, it is 
concentrate its main effort. Authorized capital w; 
SlpG - 200 million with an initial paid-up amount o: 
million.

I? should 
;uid be

At the Third ASEAN Banking Conference, sponsored by the ASEAN Banker’s 
Council, held in Jakarta in February 1990 it vas agreed in principle to 
pursue the development of a nev ASEAN Finance Corporation (AFC).—  The 
wholly ASZAN-ovr.ed institution vill be designed to surely financial 
and support services to ASEAN-based ventures. The Council set up a 
Steering Committee to draw up detailed plans for the nev AFC. At the 
same time approval in principle vas to be sought of the individual monetary 
authorities. The main puroose of the AFC vill be to fill the financial 
needs of ASEAN investors - defined in the Council's report as "mainly 
industrial enterprises based on the markets of three or more of the five 
ASEAN members". The AFC's vide-ranging caoabilities are envisaged as 
follovs:

(a) It can carticipate in, and initiate, nev industrial investment 
by providing seed (equity) capital and lov-oost funds (vith con
cessional interest rates and amortisation periods). This is one 
vay in vhich the institution vill be able to aid pioneer indus
tries and the less established investors vhich many regional 
governments are promoting (for examnle, buminutra and pribumi 
(indigenous) interests in Malaysia and Indonesia respectively).

1/ Far Eastern Economic Review, 15-2.1990.
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(b) Provision of quasi-equity capital (such as preferred shares) is 
another possibility. Although the risks are relatively high, 
the AFC vill look for a "statisfactory" overall yield rather than 
good project-by-project returns. Many of the potential investments 
vill involve up-stream processing activities vhich "require longer 
gestation Cr take-off periods" and which thus require equity and 
lov-cost loan funds initially.

(c) The AFC should have the willingness and ability to underwrite 
both equity and debt issues of new enterprises. Again, the 
emphasis here will be on "the pioneer type (industries) vhich 
necesjitate a larger risk position” .

(d) The AFC vill be able to guarantee convertible or straight debenture 
bond issues from ASEAN ventures. The idea is to allow "timid
and inexperienced investors - both small and big - to hedge their 
entry as equity owners in new ventures,” and to provide lov-cost 
funds for new enterprises. with adequate yields to attract bond 
purchasers. These financial instruments will all be denominated 
in ASEAN currencies.

(e) The new institution vill also guarantee extra-ASEAN credits going 
to ASEAN enterprises. This would be a prop for those ASEAN govern
ments, such as Indonesia’s, vhich are highly reluctant to guarantee 
foreign debt in Joint-ventures with single foreign or multinational 
involvement.

(f) The AFC should be a conduit for both equity and loans from out
side the ASEAN region. This is the means envisioned by the Council 
for channelling funds from groups such as the Keizai Doyukai (Jauai’s 
Committee for Economic Development). This body aporoached the ASEAN 
Banking Council, prior to the Jakarta meeting, with a ororosal for a 
Joint ASEAN-Japan investment fund.— '̂

lx/ With rellcation of certain processing industries into ASEAN becoming the
trend, the nroposed ASEAN-Japan investment fund was intended to constitute 
a finance pool to serve such new industrial ventures. A tentative capita
lization for the Joint fund was set at US $10 million. (Far Eastern 
Economic Review, 15.2.1980-)
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The Banker's Council wants the nev AFC to act as a virtual clearing 
house for both ASUAN and extra-ASEAN potential .joint-venture partners.
For pioneer-type investments, the AFC might include the provision of 
management assistance among its services, primarily to help set up com
petent management teams for starting up ASEAN-based enterprises. It is 
envisioned that the AFC will not only service the ASEAN-vide ventures but 
will allow itself access to individual-country investment as well.

In the search for alternatives aimed at raising the finance for the 
regional joint ventures in ASEAN one possible source of finance vhich 
may not have been adequately explored, is vhat could result from the 
operation of a common reserve fund. In a recent article—  ̂ J.R. Dodsvcrth 
of IMF and J. Diamond of the Harvard Institute for International Develop
ment have assessed potential benefits and drawbacks in ASIAN monetary
co-operation in cffseting seasonal and cyclical fluctuations in the balance

’ /of payments as a source of development finance.—

Finally, it should be mentioned that efforts are being made by ASEAN
banker's to create a regional market for banker's accentances with the

2/objective of promotion intra-regional trade.—

1/ J.R. Dodsvorth and J. Diamond, 'Monetary co-operation as a source of
development finance: The ASEAN case. Journal of Development Economics,
September I960

2/ Far Eastern Economic Review, 19.12.1990.
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Chaoter VII

Reiationswgith other economic groups or countries

When “the ASEAN Foreign Ministers signed the PTA in February 1977 
they also agreed on the desirability of common approaches on economic 
matters, including the establishment of joint consultative groups, vis- 
&-vis the EEC and other developed countries (such as Japan, Australia, 
New Zealand, US).

Thus, when the ASEAN-CCI met in March 1977 they agreed to ask Japan, 
which imports mainly raw materials from ASEAN to import more of the 
group's manufactured goods. An ASEAN—Japan forum was established to 
follow up, inter alia, on this matter, as well as on possible Japanese 
inputs to ASEAN industrial projects. Furthermore, the Japanese Prime 
Minister pledged in August 1977, in ccnnomior. with the second A3ZAM 
summit in Kuala Lumpur, a total of 01 billion in credits for the ASSAM 
industrial projects - provided they were proved to be economically 
feasible.i/.An ASEAM-Japan Economic Council for private sectcr contacts 
was established in late 1979*

Possible areas of co-operation between US and ASEAN private interests 
were explored at the first A3ZAN-US business ocnference held in Manila in 
July 197?. One of the results was the formation of an AS MAN-US Business 
Council.

The concept of a Pacific basin community has met- with a considerable
degree of interest in the developed industrial economies of the Pacific
basin and several studies have been commissioned by the Japanese and
Australian Governments. ESCAP's Development Planning Division is now
planning to launch a series of studies in 1922 to assist ASEAN members in
better defining their position vis-a-vis the concent of an integrated

2 /Pacific basin community.—

A five-year ASEAN-EEC co-operation pa.ct was formally signed in March 
1?80. The EEC’s agreement with ASEAN is similar to those EEC has with 
India, Canada, and Mexico, but it falls far short of the concessions the

1/ The ASEAN Industry Ministers at their meeting at Bali in Seotemfcer 1?80 
considered (but delayed the decision on) a oroposal to ask Janan to 
double their financial commitment to the ASEAN .Joint industrial venture 
found to $2 billion. (Financial Times, 1.10.1930.)

2/ E/ESCAP/DP.3/2 (5.1*1981), Draft programme of work and priorities 1982- 
3j: Development planning, projections and policies, 0.17.
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EEC grant the African-Caribbean-Pacific group under the Lome Convention.
The following are the main provisions in the agreement:

The two groups will grant each other most-favoured nation treatment 
under GATT (General Agreement on Tariffs and Trade) in all matters 
relating to customs duties and charges on imports and exports, re
gulations governing customs clearance, transit warehousing or trans
shipment of exports or imports, and taxes and other internal charges 
directly or indirectly imposed on exports or imnorts. Advantages 

granted by either side to other countries with the objective of setting 
up a customs union or trade area will be excluded from the agreement.

The parties agree to study ways and means of overcoming trade carriers 
and, ir. particular, existing nontariff and quasi-tariff barriers.

The two groups agree to co-operate in the fields of science and 
technology, energy, environment, transport and communications, and 
agriculture, fisheries, and forestry and to work together cn concrete 
projects and programs to promote ASEAN regional development and cc-
operaticn.

The agreement is far five years and can be ext 
years. A joint co-operation committee has been set 
the various co-operation activities envisaged under 
committee is to meet at least or.ce a year.

ended for oeriods of two 
up to oromote and review 
the agreement.. The

Already in 1971* an ASEAN/EEC Commission Joint Study Group was established
1 /to liaise on development co-operation.—  The case for closer links with the 

EEC was presented at the ASSAN-EEC-E3I (European Bankers' International) 
Conference in Brussels in April 1977 (at which UNIDO was represented). The 
Special Co-ordinating Committee of ASEAN and its arm in Brussels, the ASEAN 
Brussels Committee submitted regional project proposals to the EEC, which

1/ The Joint Study Group has been concerned with tariff questions, arranged 
for seminars on trade and the promotion of joint ventures, and set up 
programmes for training and technology exchange. In 1973/79 the Econo
mist Intelligence Unit was given the task of carrying out a study iden
tifying 20 product sectors for industrial co-ooeration.



were taken up at the Conference. A second ASEAN-EEC Conference on Indus
trial Co-operation was held in Jakarta in February 1979 which some 300 
European executives participated in. The EEC has, furthermore, set up in 
1979, a. permanent delegation to Southeast Asia in Bangkok.

The EEC Council is currently reviewing an ASEAN proposal that the 
EEC extend its Generalized System of Preferences (GSP) scheme for a further 
20 years when it expires in 1931. ASEAII is the main beneficiary under the 
EEC's GSP scheme, accounting for more than 20 per cent of total. EEC imports 
under the programme. The ASEAII countries have also asked the EEC to in
clude a "donor content" in the GS? scheme. EEC content in a product pro
duced in an ASEAN country would be considered .ASEAII content. Products 
cualify for the EEC's GS? concessions if they have an least 
ASEAII content. Japan already offers such a concession under i-s -sz:

Aq T i e r

If the proposal is accepted, • Vs p <2 would mean consonants cr intermediate
industrial goods produced in the EEC can be assembled and combined with 
ASEAN-sourced components or intermediates in an ASEAII country ar.d exported 
back to the EEC at preferential rates, an attractive consideration for
lurosean m s  drawing uo strategies :or a :EAN market.

The EEC has also agreed ir. principle to renew the Multi-Fibre Arrange
ment under which ASEAII textile quotas to the EEC are negotiated, beyond 
1982. Moreover,.the EEC is considering ASEAN's request for the introduc
tion of some form of commercial credit system to help finance the ASEAN 
regional industrial projects. The two groups will also consider setting 
up joint industrial projects similar to the five ASEAN government-sponsored 
nrojects.—  ̂ One of the issues being considered is the possible establishment 
of an ASEAN-EEC develonment fund to finance ore-feasibility studies and 
investment projects of high priority and mutual interest.

In March 1978 an ASSAIWiest Asia Investment Conference was held at 
which co-operation with Arab financial institutions was discussed. 
Suggestions have been made^ for the setting up of an ASEAN Investment 
Centre in a West Asian country, staffed by representatives from.each ASEAN 
country, to monitor development and investment opportunities -within ASEAN 
and disseminate information on opportunities for ASEAK investors in West 
Asia. Also the setting up of an ASEAN regional institution to mobilize 
Arab financial resources for regional projects has been proposed.

1./ Business Asia. H.U.198O.
2/ Far Eastern Economic Beview. 22.9.4-978.



.Chapter VIII

fofiVmical co-operatic n

Two early studies of basic nature concerning economic co-operation 
between the South East Asian countries, to which UNEDC contributed, have 
been mentioned in Chapter IV above.

In December 1971 UNIDO sponsored an Expert Group Meeting on Regional 
Industrial Co-operation. Pursuant to one of the recommendations made by 
the meeting, UNIDO financed a three-week visit of a group of senior officials 
from the ASEAN countries to examine the experience of the ANDEAN Group in 
regional industrial co-operation. The visit took place in September 1972. 
UNIDO also sponsored 1975~4977 under its voluntary contributions programme 
a promotional project, based in Indonesia, for the development of expert- 
oriented industries in selected South last Asian countries, with emphasis 
on small- and medium-scale industry products.

A UNDP/SSCA? programming mission visited the ASEAN member countries in 
June/July 1976 in order to determine the technical assistance requirements 
for regional 00—operation to be met within the framework cf the U'E'? inter
country programmeofor Asia and the Pacific region during the period 1977 to 
1931. UNIEO was associated in this mission. In basis of the findings of 
that mission an inter-ccuntry programme of UNDP assistance to the ASEAN 
Group was developed and projects formulated. The following listing 0? 
on-going nrojects is to very large extent a direct reflection of the findings
of the mission in 1976:

On-going projects:

RAS./77/OO3. Industrial Co-operation in ASEAN. (Executing Agency: UNIDO)
Under RAS/77/003 'Industrial Ce-operation in ASEAN' a project document 
for a small-scale project (with a total UNDP input of $25,400) entitled 
'Selection of Technological Families for Complementary Industrial Co
operation in ASEAN Countries', was carried out in 1978 with the provision 
of the services of a senior short-term consultant (Nr. Sabattg) and the 
convening of a workshop for discussions among ASEAN experts. The immediate 
objective of the project was to establish the basis of an integrated system 
of technological families for separate manufacturing operations in the 
ASEAN countries. Although the product families were to cover most cf the 
likely future demands of all the ASEAN countries, however, their manu
facture could be beneficially distributed among the participating countries 
within a system, .of complementary specialization, to enable each country to 
concentrate on one or a few families of common technology and to establish 
production units cf reasonable economies of scale. The concrete results 
of the oroject were:
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(a) a study within ASEAN of the concept of complementary 
specialization;

(b) a demonstration of the potential economic and practical 
advantages arising from this kind of industrial co
operation;

(c) an initiation of more collaboration among ASEAN countries 
in industrial development.

A follow-up project, RAS/79/059r "Complementation of Engineering 
.Industries within ASEAN" involving UNDP inputs of 3478,500 has been 
approved, with UNIDO as pricipal executing agency and ESCAP as asso
ciate executing agency.

RAS/77/OO5. ASEAN Comparative Study of the Development of Labour 
Intensive Industry (Executing Agency: ILO)
The UNDP inputs involved $169.000; the aims of the study vas to 
identify areas of co-operation among ASEAN countries in the develop
ment of small-scale and labour intensive industries. It vas to 
identify the most promising labour intensive industries in indivi
dual countries with focus on efficiency of management, economies of 
scale, quality of labour growth potential, product mix, substituta
bility, employment potential and production technology. Case studies 
have been completed for the Philippines and Malaysia. The Philippine 
case study analysed the role of the manufacturing and construction 
industries. The Malaysian case study analysed the technological and 
economic structure of the rubber processing, machinery and tin-pro
cessing industries. Case studies for Indonesia and Singapore were 
also to be completed within 1930.

P.AS/79/C47. Study :n Minimum noe nenie nice for Steel Proce:
'ApcAN) (Executing Agency: UNIDO )
The UNDP inputs involved are 3139»0GC; the immediate objectives include 
study of the '’minimum economic size plant" for steel plant processes 
for individual ASEAN countries, to enable techno-economically sound 
investment decisions in the steel sector by the respective country, 
individually and regionally, and recommendations on a follow-up action- 
oriented programme based on the results of this project for individual 
A32AK countries. A consultant tear M.N. Dastur & Co, (p) Ltd., India, 
visited in early 1930 the ASEAN countries and completed a report in Augus 
1930. A follow-up meeting with AJSSAN representatives to discuss the fina 
report is envisaged for 193l.
UC/RAS/77/OII ASEAN Advisory Services for Regional Steel Standardiza
tion (Executing Agency: UNIDO)
The project is based in the Philippines where the venue for a proposed 
Workshop on Standariization of Steel Products will be. The project 
also involves a study tour which was carried out in I960.

RAS/77/OI5 ASEAN Trade Development and Co-operation, (_Executmg Agency: 
UNCTAD/ ESCAP)
This project v:as launched in 1978 by UNCTAD and ESCAP. The project 
involved the services of 3 short-term consultants in trade statistics, 
cost-benefit analysis and international marketing. The UNDP inputs: 
350.000.



SI/RAS/78/801 Pharmaceutical Industry Adviser - ASEAN (Executing Agency:
UNIDO)* RAS/79/053 Pharmaceutical Industry in ASEAN countries (APDI)
This project is being implemented in cc-operation with the UN Asian and
Pacific Development Institute^/The services of two experts, Messrs
Meneses and Brown, have been utilized. The project also has a fellou-
ship component.

In connexion with the UNDP 1982-86 Regional Programming Exercise a 
number of new projects were identified in consultations with the govern
ments concerned. The following pipe-line projects were -cvieved at UNDP 
UNIDO discussions in Vienna, 12-13.5.1980. The proposals listed as (a) -
(d) and (h) -.-.(k) had been put forward by the interim secretariat of 
COIME.

(a) ASEAN: Pre-feasibility Study on the Establishment of Magnesium
Clinker Plant as an ASEAN Industrial Complementation Project 2_/

(v,) ASEAN: Pre-feasibility Study on the Establishment of a Security
Paper Mill as an ASEAN Industrial Complementation Project 2/

(c) ASEAN: Pre-feasibility Study for the Establishment of a Mini
tractor Project as an ASEAN Industrial Complementation Project 2J

(d) Pre-feasibility Studies for motor vehicle headlight, carburator 
and rear axle projects (as possible ASEAN Industrial Complementa
tion Projects)

(e) ASEAN: Assistance in setting up common standardization, quality
and measuring control procedures

f f) ASEAN: Follow-up on pharmaceuticals industry study
(g) Recycling of used lubricating oils (ASEAN cr ESCA? region-wide)

(h) Feasibility study for an ASEAN pesticide plant
(i ) Wood and wood-based packaging R and D
(j) Sub-contracting in aviation technology
(k) Technical sunport through short-term consultations for the interim 

secretariat of COIME

(l) Study of long-term industrial co-oneration, including snall/medium
scale industries, and evaluation of costs/benefits . It may be noted 
in this context J ur i p13 hi« visit, to UNIDO on 23 February 1979
Mr. Vicente Paierno, who at that time was Minister of Industry of 
the Philippines, indicated the concern of COIME in the state of in
sufficient inputs of research results into the ASEAN deliberations on 
i n d u s t r i a l  development.

1/ Country case studies have been issued by the UTT Asian and Pacific Deve
lopment Institute as follows: Thailand (Aoril 1979), Indonesia (June 197°) 
Philippines (August 1979), Malaysia (September 197?) and Singapore (Octo
ber 1979) • A monograph "The Pharmaceutical Industry in ASEAN Countries" 
and a report "Pharmaceuticals in ASEAN-A Consultation" have also been 
published by the Institute.

See, however, COIME decision referred to on oac?e 30.2 /
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At the ASEAii-UI'IDP/ESCAP Review Meeting in Bangkok on 21 July 1920, 
the ASEAIi placed on record its priority interest (in the field of industry) 
in continued implementation, inter alia, of project RAS/79/0k7-- Study of 
Minimum Economic Size Pl$nt for Steel Processes - and in the new projects 
listed above under (a), (b), (c), (d) and (f).

It was also noted that assistance for study of a regional pesticide 
plant was expected to be provided under EEC funding. Another COIME initiated 
project, on the development of scoul and medium scale industry, was being 
pursued with Technonet and JICA. Also, the project for technical support to 
the CO B E  interim secretariat was to be provided by EEC.



Annex I

The ASEAN Declaration

The Presidium Minister for Political Affairs/Minister for Foreign 
Affairs of Indonesia, the Deputy Prime Minister of Malaysia, the Secre
tary for Foreign Affairs of the Philippines, the Minister for Foreign 
Affairs of Singapore and the Minister for Foreign Affairs of Thailand:

Mindful of the existence cf mutual interest and common problems 
among the countries of South-East Asia and convinced of the need to 
strengthen further the existing bonds of regional solidarity and co
operation;

Desiring to establish a firm foundation for common action to promote 
regional co-operation in South-East Asia in the spirit of equality and 
partnership and thereby contribute towards peace, progress and prosperity 
in the region;

Conscious that in an increasingly interdependent world, the cherished 
ideals of peace, freedom, social justice and economic well-being are best 
attained by fostering good -understanding, good neighbcuriiness and meaning
ful oo-operation among the countries of the region already bound together b 
ties of history and culture;

Considering that the countries of South-East Asia share a primary 
responsibility for strengthening the economic and social stability of the 
region and ensuirng their peaceful and progressive national development, 
and that they are determined to ensure their stability and security from 
external interference in any form or manifestation in order to preserve 
their national identities in accordance with tne ideals and aspirations of 
their peoples;

Affirming that all foreign bases are temporary and remain only with 
the expressed concurrence of the countries concerned and are not intended 
to be used directly or indirectly to subvert the national independence and 
freedom of States in the area or prejudice the orderly processes of their 
national development;



Do nereoy aeciare:

First, the establishment of an Association for Regional Co-operation 
among the countries of South-East Asia to be known as the Association of 
South-East Asian Nations (ASEAN).

Second, that the aims and purposes of the Association shall be:

1.

2.

3.

4.

>

o.

To accelerate the economic growth, social progress and cultural 
development in the region through joint endeavours in the spirit of 
equality and partnership in order to strengthen the foundation for a 
prosperous and peaceful community of South-East Asian Nations:
To promote regional peace and stability through abiding respect for 
justice and the rule of law in the relationship among countries of 
the region and adherence to the principles of the United Nations 
Charter;
To promote active collaboration and mutual assistance on matters of 
common interest in the economic, social, cultural, technical, scienti
fic and administrative fields;
To provide assistance to each other in the form of training and re
search facilities in the educational, professional, technical and 
administrative spheres;
Tc collaborate more effectively for the greater utilization of 
agriculture and industries, the expansion of their trade mclud 
the study of the problems of international commodity trade, the 
imorovement of their mransocrtaticn and communication faculitie

♦
•a ! ltd

ing

s ar.a
the raising of the living standards of their peoples;
Tc promote South-East Asian studies;

7. To maintain close and beneficial oo-operaticn with existing inter
national and regional organization with, similar aims and purposes, 
and exolore all avenues for even closer co-operation themselves.

Third, that to carry out these aims and purposes, the following machinery 
shall be established;

(a) Annual Meeting of Foreign Ministers, which shall be by rotation and
referred to as ASEAN Ministerial Meeting. Special Meetings of Foreign 
Ministers may be convened as required.

(b ) A Standing Committee under the chairmanship of the Foreign Minister 
of the host country or his representative and having as its members 
the accredited Ambassadors of the other member countries, to carry on 
the work of the Association in between Meetings of Foreign Ministers.

(c) Ad Hoc Committees and Permanent Committees of specialists and officials 
on specific subjects.

(d) A National Secretariat in each member country to carry out the work
of the Association on behalf of that country and to service the Annual 
or Speical Meetings of Foreign Ministers, the Standing Committees and 
such other committee as may hereafter be established.



Fourth, that the Association is open for participation to ail States 
in the South-East Asian Region subscribing to the aforementioned aims, 
principles and purposes.

Fifth, that the Association represents the collective will of the 
nations of South-East Asia to bind themselves together in friendship and 
co-operation, and through joint efforts and sacrificies, secure for their 
people and for posterity the blessings of peace, freedom and prosperity.

Done in Bangkok on the Eight Day of August in the Year One Thousand 
Nine Hundred and Sixty-Seven.

For Indonesia

Per Malaysia

For The Philippines 

For Singapore 

For Thailand

(Signed) (Adam Malik)
Presidium Minister for 
Political Affairs/Ministsr for 
Foreign Affairs

(Signed) (Tun Abdul Racak)
Deputy Prime Minister 
Minister of Defence and 
Minister of National Developme

(Signed) (Narciso Ramos) 
Secretary for Foreign

(Signed) (3. Ra’aratnam) 
Minister for Foreign

(Signed) (Thanat Xhoman)
Minister of Foreign Affairs
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Annex__II

Declaration of ASEAN Concord

A common bond existing among the member states of the Association 
of South-East Asian Nations, the President of the P.epublic of Indonesia, 
the Prime Minister of Ife-laysia, the President of the Republic of the 
Philippines, the Prime Minister of the Republic of Singapore, and the 
Prime Minister of the Kingdom of Thailand, reaffirm their commitment to 
the Declarations of 3andung, Bangkok and Kuala Lumpur and the Charter 
of the United Nations, endeavour to promote peace, progress, prosperity 
and the welfare of the peoples of member states, undertake to consolidate 
the achievements of ASEAN and expand ASEAN co-operation in the economic, 
social, cultural and political fields, do hereby declare:

ASEAN cooperation shall take into account, among ethers, the follow
ing objectives and principles in the pursuit of political stability:

1̂  The stability of each member state and of the ASEAN region is 
an essential contribution to international peace and security.
Each member state resolves to eliminate threats posed by sub
version to its stability, thus strengthening national and ASEAN 
reslience.

2. Member states, individually and collectively, shall take active 
steps fer the early establishment of the zone of peace, free
dom and neutrality.

3. The elimination of poverty, hunger, disease and illiteracy is a 
primary concern of member states. They shall therefore intensify 
cooperation in economic and social development, with particular 
emphasis on the promotion of social justice and on the improve
ment of the living standard of their peoples.

4. Natural disasters and other major calamities can retard the pace 
of development of member states. They shall extend, within their 
capabilities, assistance for relief of member states in distress.

5. Member states shall take co-operative action in their national 
and regional development programs, utilizing as far as possible 
the resources available in the ASEAN region to broaden the comple
mentarity of their respective economies.

6. Member states, in the spirit of ASEAN solidarity, shall rely 
exclusively on peaceful processes in the settlement of intra
régional differences.

7- Member states shall strive, individually and collectively, to 
create conditions conducive to the promotion of peaceful co
operation among the nations of South-east Asia on the basis of 
mutual respect and mutual benefits.



8. Member states shall vigorously develop an awareness of regional
identity and exert all efforts to create a strong ASEAN ccnmunit(i) (ii) * * v , 
respected by all, and respecting all nations on the basis of 
mutually advantageous relationships, and in accordance with the 
principles of self-determinization, sovereign equality and non
interference in the internal affairs of nations,

and do hereby adopt the follvroing programme of action as a framework 
for ASEAN co-operation:

Political

(a) Meeting cf the Heads of Government of the member states as and 
when necessary;

(b) Signing of Treaty of Amity and Co-operation in South-east Asia;
(c) Settlement of intra-regional disputes by peaceful means as scon 

as possible;
(d) Immediate consideration of initial seeps towards recognición of 

and respecc for che Zone of Peace, Freedom and Neutralice- where- 
ever possible;

(e) Improvement of ASEAN machinery to strengthen policioal co-operation;
(f) Study on how to develop judicial co-operation including che possibi

lity cf an ASEAN Extradition Treaty;
Strengchening of political solidarity by promoting che harmonisa
tion of views, coordinating posicions and, where possible and desir-
iVll

(e)

aoie, taxing common accions.

Economy

{a ) Cc-ooeration on basic commodities, particularly food and energy

(i) Member states shall assist each other by according priority to the 
supply of the individual country's needs in critical circumstances, 
and priority to the acquisition of exports from member states, in 
respect of basic commodities, particularly food and energy.

(ii) Member states shall also intensify co-operation in the production of 
basic commodities particularly food and energy in the individual 
member states of the region.

(b ) Industrial co-operation
(i) Member states shall co-operate to establish large-scale ASEAN indus

trial plants, particularly to meet regional requirements of essential 
commodities.

(ii) Priority shall be given to projects which utilize the available 
materials in the member states, contribute to the increase of food 
production, increase foreign exchange earnings or save foreign 
exchange and create employment.



(c) Co-ooeration in trade

v Member states shall co—opei-ate i n  thé fields of trade i n  O r d e r  
to promote development and growth of new production and trade 
and to improve the trade structures of individual states and 
among countries of ASEAN conducive to further development and to 
safeguard and increase their foreign exchange earnings and 
reserves.

(ii) Member states shall progress towards the establishment of
preferential trading arrangements as a long-term abjective on 
a basis deemed to be at any particular time appropriate through 
rounds of negotiations subject to the unanimous agreement of 
member states.

(iii) The expansion of trade among member states shall le facilitated 
through co-operation on basic cmmodities, particularly in food 
and energy and through co-operation in ASEAN industrial projects.

(iv) Member states shall accelerate joint efforts to improve access 
to markets outside ASEAN for their raw materials and finished 
products by seeking the elimination of all trade barriers in 
these markers, developing new usage for these products and in 
adopting common approaches and actions in dealing witiniregioral 
groupings and individual economic powers.

(v) Such efforts shall also lead to co-uperation in the field of
technology and production methods in order to increase the pro
duction and to improve the quality of export products, as well 
as to develop new export products with a ’view to diversifying 
exoorts.

( ±) Joint accroai erraticnal commodity rrc’olems and other world
economic oroblems (i) (ii)

(i) The principle of ASEAN co-operation on trade shall also be re
flected on a priority basis in joint approaches to international 
commodity problems and other world economic problems such as 
the reform of international trading system, the reform of inter
national monetary system and transfer of real resources, in the 
United Nations and other relevant multilateral fora, with a view 
to contributing to the establishment of the new international 
economic order.

(ii) Member states shall give priority to the stabilization and
increase of export earning of these comraoditiies produced and 
exported by them through commodity agreements including buffer- 
stock scheme and other means.

(e) Machinery for economic co-operation

Ministerial meetings on economic matters shall be held regularly or as 
deemed necessary in order to:

(i) Formulate recommendations for the consideration of government of
member states for the strengthening of ASEAN economic co-operation,

(ii) Review the co-ordination and implementation of agreed ASEAN 
programmes and projects on economic co-operation,
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(iii) exchange views and consult on national development plans and 
policies as a step towards harmonizing regional development 
and

(iv) perform such ether relevant functions as agreed upon hy the 
member governments.

Social

(a) Co-operation in the field of social development, with emphasis 
on the well being of the low income group and of the rural 
population, through the expansion of opportunities for produc
tive employment with fair remuneration.

(b) Support for the active involvement of all sectors and leaels 
of the ASZAN communities, particularly the women and youth, in 
development efforts.

(c) Intensification and expansion of existing co-operation in 
meeting the problems of population growth in the ASEAN region, 
and where possible, formulation of new strategies in collabora
tion with appropriate international agencies.

(d ) Intensification of cc-operaticn among mf-mbor states as well as 
with the relevant international bodies in the prevention and 
eradication of the abuse of narcotics and illegal trafficking 
of drugs.

Cultural and in formami'on

£  ) 

00

(= \J

Introduction of the study of ASEAN, its member states and their 
national languages as part of the curricula of schools,^ and oche 
institutions of learning in the member states.
Support of ASEAN scholars, writers, artists, and mass media re
presentatives to enable them to play an active role in fostering 
a sense of regional identity and fellowship.
Promotion of South-east Asian studies through closer collabora
tion among national institutes.

Security

Continuation of co-operation on a non-ASEAN basis between the member 
states in security matters in accordance with their mutual needs and 
interests.

Improvement ô * ASEAN machinery

(a) Signing of the agreement on the establishment of the ASEAN 
secretariat.

(b) Regular review of the ASEAN organizational structure with a view 
to improving its effectiveness.

( c) Study of the desirability of a new constitutional framework for 
ASEAN.

Done at Den Pasar, Bali, this twenty fourth day of February in the year 

one thousand nine hundred and seventy six.
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Annex III

1/Guidelines for Comnlementation—

According to the proposed guidelines, an ASEAN industrial complementa
tion project must be economically viable, its products of internationally 
acceptable (quality, its prices relatively competitive, with continuity of 
supply assured. To qualify for accreditation as an ASEAN project, the 
following requirements must be met:

- The project must be established and commercially producing the 
products and/or parts and components specified in the certificate 
of accreditation.

- The project must be established and processess equipment or be in 
the process of setting up a plant (i.e. an irrevocable letter of 
credit for machinery and equipment ausi have been opened or the 
project approved by the host government) to produce the products 
and/or parts and components specified in the certificate of 
accreditation.

- For a project where additional major equipment has to be installed 
to produce the products and/or parts and components specified cn 
the certificate of accreditation after the industrial complemEnta- 
tion agreement has been signed, the host country must specifically 
request, and the Committee on Industry, Minerals, and Energy (CCI1E) 
specifically agree, that the project qualifies as an ASEAN industrial 
complementation scheme.

- For a project that has to be set up after the agreement has been 
signed to produce the products and/or parts and components specified 
in the certificate of accreditation, the majority of the ownership 
interest must be held by ASEAN nationals.2/

The basic rights and privileges that should be accorded ASEAN indus
trial complementation schemes are outlined in the draft guidelines as 
follows:

- There shall be no expropriation of the property of the ASEAN comple
mentation project and any investment in it without due process of 
law and the payment of just compensation.

- The participating countries, subject to thuir own national legisla
tion, should permit accredited projects the right to repartriate 
capital and remit earnings in a freely convertible currency.

1/ Source; Business Asia. 2 November l070■

£/ An "ASEAN national" is defined as an individual or juridical entity of
an ASEAN country as defined by the laws and/or policies of the country 
concerned, provided that the designation is acceptable to the prospective 
host country. In the case of a juridical entity, at least 51 Per cent 
of the equity must be owned by citizens of ASEAN countries.



The products and/or parts and components of an accredited scheme 
shall qualify for trade concessions in accordance with the Pre
ferential Trading Arrangements agreement, including the rules of 
origin, (in certain cases, however, the rules of origin require
ments may be relaxed. In this event, a minimum percentage and a 
period, within which to meet the requirements must be stipulated by 
CODE on a case-by-case basis in consultation with the Committee 
on Trade and Tourism).

Participating countries should offer accredited schemes the most 
favourable tax incentives under existing laws and, if feasible, 
make the incentives as comparable as possible for all accredited 
projects.

Where feasible or relevant, for the computation of local content 
the participating countries should recognise the products and/or 
parts and components of complementation projects as products pro
cessed or manufactured in their own countries.

To enable the accredited project to benefit meaningfully fror the 
available market, no further accreditation of additional capacity 
for the same product will be allowed ’until CODE determines that 
the market has expanded sufficiently to warrant further accredita
tion of similar projects.
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