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CHAPTER T : INTRODUCTION.

1.01.

MALY OBJICTIVES
This study on "ASEAN Industirial Co-operation-A long term
Perspective' has as its main objectives the following
goals
1. To preseat a general framework for a long-term view
on industrial cooperation, up till the ycar of 2.000;
the decades of the cightics and the nincties should
be the time-frame of this study; ecach decade could
be devided in a medium-term period of 5(five) ycars
so that in total, it will cover for five ycars mediun-
term periods but however arce still within the long -
term view of 2(two) decades until-the ycar 2.000.

2 The general framework should be based on two main
assumptions

L]

a. The objective factors within the region of ASEAN
considering the natural resources, the human re-
sources, the geographical Tocation as puart of the
Continent of Asia on the one hand, of the Pucific
Occan on the other hand, and other historical or
Objective factors that could be considered within
the (ramcwork of industrial cooperation.

b. The dynamic factors that are continuously changing
‘becausc of growth and development, cffect the im-
portant scctors, such as trade, industry, agricul-
ture, mining, services, as well as influencing the
structurc of ASEAN because of political, social,
cultural and cconomic considerations,

A scenario that should be aiming at the optimal result
and the closest approximatetion of industrial coopera-
tion among the ASLEAN countries.

(7]
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PROELEM  AREAS.

The main ¢Justers of problems are centered around the
following arcas : .

1.

roen o

Considering the natural endowment of this region, should
the ASEAN countrics develop its natural resources whether
non-rencewable or renewable to the maximum extend as to
achicve a high rate of economic growth Lereby taking the
risk of depleted resources conscquently redeployment of

of certain branches of industry in the future, or should
ASEAN follow a morc cautious stand of maintaining a growth

-ratc at a controled pace, conserving properly 1ts non-rencw-

able resources be developed and processed at a reasonable
fast rate to mcet the growing demand of 1ts population
through a rapid rate of industrial growth.

Should ASEAN capturcs the momentum of the present time
and the decade of the Scventies to luy the firm founda-
tion of an industrial structurc that complement cach
other, enlarging the basis for an import-substitution
strategy within the ASEAN region itsclf, but at the

same time laying the foundation also for broadening

and enlarging the export-base of its traditional cexport-
pattern towards an outward-looking strategy of cstablish-
ing cxport-industries on a competitive buasis and be more
interdependent of other nations of the world. .
To industrialize the Region rapidly, an institutional
framework is a prerequisite; for this reason che ASEAN
has bcen established and is now a living mechanism of
cooperation. .
As such shonld ASEAN has the political will to cooperate
in long-term goals of a common policy of industrializa-
tion, of harmonizing development plans in cach country
concerned, take policy measures to guarantce foreign in-
vestment, to cooperate in the provision of physical in-
frastructurc as to provide the necessary pre-conditions
for industrial growth, and take steps towards a common
policy on trade, transportation, comnunication, and on
administrative and social infrastructurc. This institu-
tional framework of ASEAN ultimately will determine the
faith of the people of this region and the will to in-
dustrialize the region within the scope of Ascan Indus-
trial Coopceration.

Anotner cluster of problems arve the carcful sclection of
industrial branches that should be identificd first,
then scrutinized and ultimately determined for establi-
shing the main components of the industrial structure

of the region:

tco-.o:./S-'
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these industries should be based on its national objec-
tive first of cach.country, but at the same time be
bascd on cooperating closely among cach other nation

to cstablish a stroneg and permancent basis for industri-
al ccoperation within the ASEAN Region.

APPROACH OF  THE  STUDY.

This Study is a study on a long-Term perspective of
ASEAN Industrial co-operation. It should be based on
facts and figures of the past, at least of the decade
of the Scventies to give us a basis for projections.
Such facts arc usually hard to find and there arc scrious
limitations "as to the correctness and relevance of such
facts, to be usced for future projections. With these
limitations in mind, the Study has to rely on cxisting
facts and figures, which may be questionable in terms
of the time-{rame, but also of its correctness as men-
tioncd before,

When such quantitative figures are missing and consequent-
ly no quantitative analysis could be made, the Stuay rely
heavily on qualitative statements and analysis to supple-
ment a quantitative approach to the problems cncountered.

Even when quantitative figures are available, since the
Study is concerning a long-term perspective, it has the
choice of so many alternatives, of so many options and
cven more possibitities, that at last ‘the Study should
make the best choice and the closest approximation of a
scenario that is realistic, feasible but still optimistic
in its future outlook. .

ASEAN Industrial Cooperation 1s a must,a pre-requisite for

a healthy cconomic growth in the region, and within o long-
term perspective up till the year of 2.000 ASEAN should be

~able to sustain, develop and grow at a rcasonable rate that

secure the welfare and prosperity of its people in the Region.
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THE NEED FOR A LONG-TERM VIEW.,

HAPTER 11

ASEAN has been cestablished 14 years ago.

Some of the common idcas have been materialized,
others still have to be recalized., It will necd

a relatively long period for ASEAN to achiceve

its common goals. Although significant progress
has been made in the past, short-term gains achie-
ved, only by giving ASFAN cnough time to work out
its plans and programmes, could onc judee whether
ASEAN  has been successful and meet cverybody cox-
pectation. There is a need for a long-term view,
particalarly in the {ield of industrial cooperati-
on, furthcermore a strong fundation should be 1laid
down to give the forces at work a fair chance to
build up an industrial structure, that can with-
stand an internal pressure, at the same t me able
to anticipate external development that requires
quick response and practical actions. .

But before making some projections of futurce indus-

trial develdpment in the region, it is desirable

to review some of the common ideas, progress in the
industrial projccts and complementation scheme, while
laying the general framework for future industrial
development in the ASEAN region.

& T
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ASEAN Common idcas on Industrialization.

ASEAN has not changed its common ideas-on industrializa--.
tion. Industrialization is still considered as one of

the main forces towards rapid growth in the region, des-
pite differences in endowment, especially natural resour-
ces, human resources and other objective factors that dis-
tinguished onc country from the other. Indonesia, Malay-
sia, Thailand and the Phillipines put the emphasis upon

the development of its natural resources, both non-renew-
able - geographical location in the centre of ASEAN, as a
service industry centre., The stage of industrial deve-
lopment in the five countries also differed; the classi-
fication of industrial branches arce also different because
of historical reasons; for instance within the Indonesian
momenclature refining of petroleum, of non-ferrous mectals
arc not included in the manufacturing industries; they are
classitied under mining activities. The same holds for the
proccssing of sugar, rubber, - palm-o0il, and rice all belong-
ing to agriculture, not to the manufacturing secctor.

This diffecrence of classif{ication might destort the pic-

" ture of the shore of industrial ‘sector towards GDP.

2,02,

Differences in per capita income, of number of population
destort cven more the marketing pattern with its inherent
element of purchasing power and consumer's behaviour.

The existence of physical infrastructure is another item
of consideration, since the non-cxistence of such physi-
cal infrastructurc as harbour, road, electrical power

and watcrsupply might discourage industrial investment

at certain site or location or required extra.investment
cost that jcopardizes the competitive position and the
viability of an industrial venture.

Despite all these differences mentioned above, the five
member countries of ASEAN are of the opinion that indus-
trialization should take placce in the region and that
cooperation in this Cfield is required will the ASEAN
conntries veach its common objectives in the near future.

ASEAN .Industrial Projects (A.1.P).

The already cestablished pattern of the AIP still remained
the same.  ASEAN Urea Project (Indonesia) that will be
constructed by Toyo Engincering Corporation at an agreced
lump sum (ixed price of US$ 297 nmillion, requires an addi-
tionugl loan of USS 90 million, and will be complcted in
March 1984, "A similar Urea Project in Malaysia which will
be financed through a loan from Japan of 48 billion yen,
will start production in 1985, ASEAN Copper Fabrication
Project in the Phillipines is still under study by a Bri-
tish Company, Saltrust Lngincering Co.Ltd, which submitted
a feasibility Study in Junc 1981, The ASEAN Diescl Enginc
Projecct in Singaporc was being implemented as a national
project., '

N




The ASEAN Rock Salt-Soda Ash Project in Thailand is still
under study and evaluation.

Althoupgh some progress has been made in the implementation
of above mentionced ASEAN Industrial Projects, because of
the time consuming pre-investment activities and long-
detaycd/construction time, the actual progress looks slow;
besides of cost-overruns and the large initial investment
cost, the cost of the projects is extremcly high;

both factors : timc, and cost are major facts to be consi-
dered scriously later when starting with new AIP.

Many questions arise out of the slow progress in implemen-
ting the AIP.

Should ASEAN rather sclect the most feasible project, cut
pre-investment time and scale down investment cost ?

ASEAN Industrial Complementation ‘Scheme.

When the ASEAN Foreign Ministcrs at their fourth meeting
in Manila in March 1971 dccided in a resolution to call
for a Confederation of Chambers of Commerce and Industry
in  ASEAN to facilitatc closcr cooperation among the pri-
vate scctors of ASEAN, the National Chambers of Commerce
& Industry of the five ASEAN countries created the ASEAN-
CCl in Jakarta on 19 April 1972.

In the Iibld of Industrial cooperation, the ASEAN-CCI
formulated guidelines on

-  The ASEAN Industrial Complementation scheme;
- The ASCAN Joint Venture Projects;

The organizational structurce of ASEAN-CCI is structurced

on 4 layers : The Council with its Lxecutive Committce,

the Working CGroups on Industrial Complementation, on Trade
and the Working &roup on Food, Agriculture & Forestry;

The next level are Regional Clubs (RICs)and the Regional
Commodity Clubs (RCCs); the last layers arc at the National

level @ The Natigonal Industry Clubs (NICs) and the Natio-

nal Commodity Clubs (NCCs) sponsored by the national Cham-

bers. :
There are at present 14 RICs and 4 RCCs.

Of our concern in this study is the Working Group on Indus-

trial Complementation, with the 14 Regional Industry Clubs
(RICs) and the National Industry*Clubs (NICs).

Established in 1976, the (WGIC) was set up with the follow-

ing objectives :

- To effect the coordination and cooperatiof by organiscd
privatc sector in thc promotion of industrial develop-
ment- through Industry Clubs; ’

cenedT-
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To undertake or coordinate the undertaking of rescarch
and study for the identification of products and pro-.
jects for complementation;

To develop and propose guidelines and specific measures
to the ASEAN Governments through the Committee on In-
dustry, Minerals & Encrgy of the ASEAN Economic Minis-
ters in order to facilitate and accclerate the implemen-
tation of ASEAN Industrial Complcmentation Projects;

To cstablish and maintain harmonious relationships,
through consultation with the Committee on Industry of
ASEAN Lconomic Ministers and ASEAN-CCI Working Groups;
To establish and maintain closc relations and cooperati-
on with rcgional and international organizations having
similar airms and objectives as the WGIC.

The Regional Industry Clubs cover a wide range of manu-
facturing activities, among others :
1. Agricultural Machincery.

Automotive Federation:

Chemical Industries Club;

Federation of Electrical, Electronics & Allied
Industries,

Federation of Food Processing Industries;
Federation of Furniture Manufacturers;
Federation of Textile Industries;
Iron & Steel Industry Federation;
. Plywood Federation;

10, Pulp & Paper Industry Club;

11. Ceramics Industry Club;

12. Rubber Industrics Association;
13, Fedcration of Glass Manufacturers;

DRI LRV R AN

These RICs are cooperating in various fields of activi-
ties, such as aspet¢ts of Trade, manufacturing, supply,
rescarch, develdpment, joint approaches, endeavours,
actions, information exchange, training, formulatec pro-
grammes and projects, sccking outside markets, in intra-
ASEAN regional cooperation as well as extra-ASEAN trade
relations for promoting ASEAN industrial products in
countrics outside the ASEAN region; the RICs arc also
cooperating in the field of production and products,

such as pulp, paper and paper products, raw materials
related to ivon and steel industry, including pig iron &
reduced iron, raw & scmi finished steel  products, iron &
steel castings and forgings, hot or cold rolling, proces-
sing and fabrication of finished steel products, battery,
tclecommunication equipment, electrical lamps, tubcs §
fittings, home appliances, cable and wires, '

Both arcas of activitices and thoroughly cxplored for fcu-
sible programmes and projects that could be implemented
under the ASEAN-Indastrial Complementation Schemes.,
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SECENT PROGRESS AND PROBLEMS.

Both schemes, the 'ASEAN Industrial Projects on the one
hand, thc ASEAN Industrial Complementation scheme on the
other hund, the first projected and implemented by the
Governments of the ASEAN countries whercas the ASEAN In-
dustrial Complementation scheme formulated by the private
sector, have not reached its momentum. There is indeed
some progress feasible, but so slow that no tangible re-
sults are felt by the people of the countrics concerned.

What is wrong with both approaches towards rapid industri-
alization in the ASEAN region ?

What arc the problems cncounteres and what measures have
been taken to overcome thosc obstacles ?

1. ASEAN Industrial Projects.

The main problem cncountered sofar is the identifica-
tion of a feasible project. In the case of the Urca
projccts for Indonesia and Malaysia, the problem of
feasibility and financing have been overcome and the
projccts are now implemented. In the case of Thailand
with the Rock Salt-Soda Ash Project, the feasibility

of this project constitutes still a problem; Dbesides
fecasibility other problems such as environmental impact
and problcms- of transportation arc still problems to be
overcome. Philippines has dropped the proposal on an
integrated pulp & paper project and is proposing now a
copper f{abrication plant with a capital investment of
US$ 180 ~ 200 million. .

Other projects have been proposed for which feasibili-
ty studies arc required before a final decision will

be made. The USA proposed an "ASEAN Regional Pesticide
Plant”; this proposal is now under consideration and a
terms of reference for consultants will be drawn soon.
A UNDP/UNIDO study on a "Minimum Economic Size for Va-
rious Steel Processc:" is under serious consjderation.
Pre-feasibility studies on Magnesium Clinker Plant,
Sccurity Paper Mill and Mini-tractor project will be
undertaken under the terms of reference as agreed by
the ASEAN countries. The list of proposed ASCAN pro-
jects could be extended indefinetly; but before such

a proposcd project is really feasible and the funds are
sccured, a long way and thousands of problens have to
be overcome,

.-...-./9,-




What mecasurcs should be taken to shorten the pre-in-
vestment period ?

The ASEAN 1lndustrial Projects provided to be very ex-
pensive, ranging from US$ 200 to US$ 400 million; to
find the nccessary funding for such huge capital in-
vestment is not casy and the risk factor is relatively
high in terms of the viability of the project for the
long future.

Should ASEAN countries ruther depart from this approach
and look for maoderatc industrial projects that do not
require such big amount of investment outlays ?

ASEAN Industrial Complementation Scheme.

Five yecars have been clapsed without any tangjible result;
many mectings and cenferences have been held to establish
the Industrial Clubs and to formulatc plans, programmcs
and projects. The main obstacle for implementation see-
mcd the abscence of a legal {framework to start implemen-
ting this Scheme. O 1y recently has the guidelines for
implementing this Scheme been adopted under "Basic Agree-
ment on ASFAN Industrial Complementation'. The main pro-
visions of this Basic Agrccement constitute the following

items

- ASCAN TIndustrial Complementation (AIC) packages;

- The role of ASEAN-CCI] to identify products for
inclusion in AIC package;

- Enjoying the exclusivity prlvxlegcq for a period
of 4(four) ycars;

- Special prcfcrcnuos outside the PTA can be grantced;

- Institutional arrangements where ASEAN-CCI, COIME,
AEM are involved:

- Supervision and revicw of AIC Packages.

Under this scheme, the first AIC package has been gran-
ted for cxisting automotive components for Indonesia -
Malaysia- Phjllpplncs Singapore and Thailand.
This first step under the Industrial Complementation
Scheme is significant since it will open the opportunity
for morc packages to follow. A period of trial and
error is unavoidable: but only through cxperiences
could the Scheme be tested whether it is a workable
mechunism for rapld industrialization in the ASEAN

region.




Need fQI_Q_Qgﬂc[Q} Framework for Future Industrial Deve-
Topment of ASITAN.

Four of the ASEAN countrics with the Exception of Singapore
have an cconomic structurc that is heavily based on the
agricultural sector, in tcrm of GNP contribution but also

in terms of people cngaged in that sector. Gradually how-
cver there is a shift away from agriculture and increasing
the shave of the industrial scctor and the services sector
towards GNP. Whereas Singapore relics mostly in the indus-
trial scctor and scrvices, the countrics with natural endow-
ment such as Indonesia, Malaysia, Philipines and Thailand,
are moving towards industrialization and urbanization and
highly cffected by technology they are undergoing the un -
avoidable process of industrialization. Countrics with
large population, such as Indonesia 147 million and Thailand
A8 million are heading towards a balanced growth among the
3(thrce) scctors of agriculture, industry relving on the
domestic market and scrvices; the Thilipines and Malaysia
with less of a population pressure might improve the pro-
ductivity of the agricunltural sector, while at the same

time developing their industrics and service-scctor at a
fast ratc, be more export-oriented thus prodiicing for markcts
abroaxd. Singaporc is concentrating on high-technology indus-
trics, rcedeploying the processing industries towards the
ncighhouring Johor in Malaysia and Bantam in Indonecsia,
besides concentration the brain-industrics centered around
services, such as banking, medical services, computer tech-
nology and information. ’

Each country of ASEAN will industrialization according to

its own plan, sct its own pacc, aiming at its own goals

and national objcctives, following its own sct of priori-
tics and scrve its own national intercst; while persuing this
coursc, the ASEAN countrics are well awarce that they will go
beyond these limits, scarching for common goals, for common
interest, for complimentary cndcavors and for Jong-term
common outlook. Politically thcy arc committced to work toge-
ther cconomically, culturally and socially: for sccurity
reasons they have to stick to ecach other, cspecially when
facing a common cnemy. What should he the eencral framcwork
for futurc industrial devclopment of the countrices of ASEAN 7

The general framework should aim at a long-term objective ‘of
the region in sustainina cconomically its population that will
reach casily 300 million, securing a minimum per capita in-
come of US$ 1.000.- and a maximum of US$ 5,.C00.- per annum,
keeping inflation rate helow 10% annually, providing suffici-
ent employment opportunitics lor the cqming generation, im-
proving its quality of life standards in terms of medical
services, cducational facilitics, adequate housing, and proper
dict: in obtaining the cconomic goals, social equity should
not he sacrificed, neither political stability nor natjona *
soveignity: the repion of ASEAN shontd pros-per well and
form a region of peace and nentrality, able to defend itsclf
from outeide interference, :

-
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Within the gencral framework, the process of industriasli-
2ation should take place by crcating a favourable business
climate, sccuring the preo-conditions of physdcal infrastruc-
turc, guaranteeing the stcady strecam of imports and cxports,
the flow of adcquate financial resources, maintaining hiph
productivity and the proper utilization of the skilled and
and traincd human resources, building up an industrial struc-
tuve that (s tlexible to adjust to chaning conditions without
sacrilicing too mauch alremdy committed resources; it should
be able to capturce the growina marhkets of the countries
around the Pacific Ocean and the mainland of Asina, sccurced
its external markets but also it cxternal suppliers of goods
and scrvices, and be able to utiliza fully the transfer of
technology and anticipate the rapid progress in sciences and
its applicatior,

Main Compponents/Elements of the framework.

There arce o sct of compenents that arc indespensable for in-
dustrial deveclopment

First is technology as onc of the main element that constitu-
tes the process of'anU5trlall’at10nj rapid industrialization
can not take place without technology; technology is necessa-
ry input ‘to build fagtories, to producc goods, and improve
productivity. ’

Sccond, is a growing markct both domestic wmarket and exports
—FHT“Luxldntcc the sales of the industrial products, keep the
industrial machinery going and sustain industrial gxowth

Third is a favourable busincess climate that provide the neces-

sary administrative, Jczal and cconomic conditions for the pro-
motion of ncw industrial enterprises  cxpanding their producti-
on capabilitics or producing new PTOdULtb that are required hy

the growing markets: .

Fourth is availablce funds to be invested in industrial ventures

viablc and «ompctxtxvc cons;dorznp that building a modern in-
dustrial plant is very cxocnsive and a stiain on a conntry's
L]

resources: .

Fifth is access to the resources that constitute the raw mate-
Tials or inputs of an industiriaol enterprisc; rescurces can be
available domestically, renewable and non- ~renewable resources,
but resources can also be obtained from external resources,
for which foreign cxchnayce is required to finance the imports
of- 1ndu;tr1a1 raw materials:

Sixth s phy91c11 lnfra<rru(turﬂ thnr 10wcr cost of production

e e e+ e ——— -




After considering certain components or clements which are very
important in the context of industrial development, especially
for the ASEAN region in the long-run, what should be the strate~
gy and what arce the approaches to be fotlowed to project indus-
trial development up to 1990/495 and possibly the year of 2.000 ?

The first stratepy is entered around markets.

The 5(five) ASLAN countrics are belonging to the market-cconomy
model; markets determine the pace of development and the scctors
of activity that arc stimulated to grow. There are two approa-
ches to be followed : first is a strategy of import-substitution
an inward-looking strategy by concentrating on the domcstic market
scen from the national market of cach member country as well as
a ' regional market of ASEAN: second-is a strategy of export-led,
an outward looking strategy by developing export industries.
Both strategy should be followed : import substitutions for
consumers goods at the national level, where possible extending
to industrial raw materials and capital goods industries or at
at the ASEAN level, such as Industrial Projects or ASEAN Indus-
trial Complimentation scheme: export-industries when domestic
markets are limited while the scale of operation and the avail-
ability of industrial inputs arc favourable for cxporting the

finished products. '

The Second strategy is towards the development of endowments,
both the natural resources and the human resources. Countries
with rich natural resources such as Indonesia and Malaysia should
develop their natural resources, whereas countries with limited
human resources, such as Singapore should develop their human re-
sources to the greatest cxtend, technologically and in terms of
productivity: the cost of developing natural resources is ext
mely high especially when dcaling with non-renewable resources
such as petrolcum, natural gas, minerals; this requires the set-
ting of priority.scales. .

The third strategy is controlling technology. Most of technology
sofar has been imported from outside the ASEAN region; this can
be acquired through trade as a pure commodity, or through loans
and grants with certain-limitations from the donor countries or
through foreign investment, since this factor is highly dynamic,
the propcer control on technology is the crux of the problem.

When there is enough financial resources, to acquire the required
toechnologpy should not he an obstacle; it is becoming move diffi-
cult when loans and grants are involved or through direct foreign
investment to acquire such a technological input that is not
available in the country or in the region,

But since technology is such an important input in industrial
development, some approaches should be followed to optimize

the acquisition of technology from all corners of the world,

0:0.../13-‘
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The 1ast and fourth strateey is acquiring the necessary funds

for ffnan(lng o andustrial development. Without adequate funds,
a country can not build plants, factories and industrial ins-
talalions. To build up an industrial structurc, to improve the
capabilitics to produce goods. funds are needed. These funds
should be acquired through two sources : domcstlc and cxternal

sources.  For the time Hclng, the ASEAN countrics are very lucky
that this commodity is available in the region; capital in the

“short-run  should not be a problem, but in the long-run there

might be problems in acquiring the necessary funds for industri-
al development.- As an open cconomy, at the same time a market
cconomy, the magnitude of trade will ever incrcase, both cxperts
and imports when procceding with industrialization.

In order to sccure the required funds domestically as well as
from external sources one should pursued this problem
seriously and rationally to avoid defaults and resource-gaps.

Hfaving said about the 4 strategies that should be followed within
the general framework of industrial development in the long-rtun,
a sct of hypothetis be guiding this study further.

Some llypothesis.,
The following hypothesis should be underlying the general {rame-
work of industrial development in the ASEAN countrics; '

1. 1f sufficient «pital is available, natural resources and
human resources could be developed and contribute to sustain
population growth in the ASEAN region.

2. If natural and human resources will be developed properly and
cffectively, industrialization is a pre-requisite;

3. If the process of industrialization will be accelerated, co-
operation among the ASEAN countrics is a must and a pre-
condition.

4, If the markets in the world arc open for ASEAN Industrial
products (extra~ASEAN) at the same trade barriers among ASEAN
countrics could be removed for intra-ASEAN regional trade,
the prospect for industrial development for the region in “the
long-run is cven more guarantced,

Throughout this study, the above mentioned hypothesis will be

developed further in thc general framework of industrial develop--

ment,

'0'0000/140-
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CHAPTER 101, PROJECTION INDUSTRIAL DEVELOPHENT OF ASEAN REGION
! . UP TO 1990/95 AND POSSIBLY THE YEAR

2.000.
1. PROJECTION OF INDUSTRIAL GROWTH IN THE ASEAN COUNTRILS.

1.1. The Actual Growth.

-~

The actual growth rates for industrial production in ASEAN

countries are sumumarized in table 1.},

Table V.1. : Actual Industrial qrowth rates
for the period 1970-1980.

in the ASEAN countries

T 1 - ¥ - i 1t it 1t Tttt R

. GDP growth Industrial growth
. P ¢ g
Country eriod rate (%) Rate (%)

Source : Economic and Social Survey of Asia and Pacific

(1979), p.102.
As the table shows the actual rates of industrial growth in

all the ASEAN countries were higher than the actual rates of GDP

growth. They could only have been achieved through active industrial

policies of the governments during the period. Measures had been ta-

ken to overcome institutional obstacles and to achieve modern inputs

as well as technical know-how for the industrial units. These tar-

gets had also been realized through major mobilization of domestic

savings and active tax policies.
The question arises whether these rates of industrial growth

could also be sustained as targets for industrial development for

the next two decades (1980-2000). 1In order to find answers for the
questions we first have to examine whether the actual rates of growth
are consistent with the projections undertaken by the UN Headquarters

for Economic and Social Council's Committee for Development Planning.

The report concerning the projections was submitted at the ESCAP ad

hoc Intergovernmental Meeting in September 1973.

-
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1.2 The UN projections for industrial growth,

The UN Headquartcrs for Ecohomic and Social Council have worked
out projections with four alternative scenarios for the ESCAP

countries. The first scenario is based on a trend continuation

method. The second scenario is based on the assumption that the
per capita ‘income Jhould be doubled by the year 2000. The third
one is an accelerate growth scenario and the last projection is
based on target scenario decided at the Lima Meeting. A summary

of the UN industrial growth projections is given in the follow-

ing table

Table 1.2 : Projections of industrial growth in the ESCAP

countries {to the year 2000).

Industrial growth rates

Period ~----=;es-meemm-ememeeeem—meceeeccece—ccamcocsoo-eo-
Scenarijo Scenario Scenario Scenario
1 . i it v
1970 - 1980 9,5 9,5 9,5 9,5
1960 -- 1990 8,3 8,9 9,9 9,!
1990 - 2000 8,0 8,6 11,0 . 9,0
1980 - 2000 8,2 8,7 10,4 9,1

FEE T F - 5 X X 5 2 R ¥ 5 & BB b - 3 B2 R R B R S 3 J

Source : Economic and Social) .Survey of Asia and the Pacific
(1979), p. 98 - 99.

At the Intergovernmental Meeting in September 1979 it was

accepted that the second scenario (doubling the per capita income

by the year 2000) should be considered as a "minimum desirable goal'.
This option would inquire an acceleration of the GDP growth in these

countries from 6.4% a year in the 1970's to 6,7% a year in the 1980's
and 7% a year in the 1990's. _As table 1.}, shows these targets for

the GDP growth are consistent with the actual GDP growth rates in

the ASEAN countries.

00-0.../'60-
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he GDP growth rates recorded in these countries in the 1970's were
in fact higher than the rates estimated according Lo the second sce-
nario. Thus the achievement of the targets is possible in
countries.

The following table summarizes the projections for the per

capita income and the industrial growth to the year 2000, based on

the second scenario (table 1.3.next page). As the table shows the

required rate for industrial growth will be dcreasing from 12,3% in
the 1970's to 8,9% in the 1990's while the per capita income will be
increasing from 347,0 US$ in 1975 to 1,020 US$ in 2000 (measured at
1974 price§). It must, however, be stressed for the whole region.
Whether these figures'éomply with the actual rates of growth in the

individual countries, this can only be settled by examining the si-

tuation in the individual countries.

1.3.A. Projcection of manufacturing production in the ASEAN countries.

A projection of manufacturing production in the ASEAN countri-
es to the year 2000 will be developed here. Starting from the gross
production in the manufacturing industry in the individual countries

the growth of industrial production will be calculated .according to

*

an exponential growth function.

Table 1.3. :Projection of per capita GDP and industrial growth in
the ASEAN countries (scenario ).

P T P T P P T 2 T T T T X Y Y T T T T T

vea ;ar capit;_GDP (;t )9;;--_ -;;dustrial—g;o;tb-r;tes
R r prices in USS$). (in%).
1975 347.0
1980 ‘ 459,3 . ) 12.3
1985 . 562.4 :
190 6793 ) 9.9
1995 29.0
===8=222========= =lé22252===;===================l===g;2;===========

Source : ibid., p.100,
:co-oo-o/,7'-
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I f “Po“ denotes the level of industrial production in the initial
year, “Pt“ the level of industrial production in the year t and 'r"

the annual rate of industrial growth, then the relation between these

quantities be e¢xpressed as follows

Po= P ()t ()

As the required growth rates, calculated in the.base of the above men-
tione projections, are lower than the actual growth rates in the indi-
vidual ASEAN countries (compare table 1.1 with table 1.3.), we shall
use the required growth rates in formula (1), Foe the V970-1980
period we assume that the industrial growth rate is 32,32, for the
1980-1990 period the growth rate will be 9.9% and for the period
1990-2000 we assume a growth rate of 8.9% per year. We also suppose
that these growth rates will be constant during the period in ques-

tion. Consequently formula (1) is suitable for the calculation.

Table 1.4. shows manufacturing value added (in factor values)
in the individual ASEAN countries. They gare expressed in the cur-

rency of the country in question,

Table 1.4, : Manufacturing value added (in factor values) in the
ASEAN Countries.

Country Year Value added Currency
Indonesia 1976 648.66 Billion rupiahs
Thailand 1970 7,822 " Million bahts
Philippines 1974 15,647 Million pesos
Malaysia 1974 2,758 Million M §
“Singapore 1977 4,007 “Million S §

Source : Statistical Yearbook -for Asia and the Pacific
1979, United Nations,

tn making the projection of industrial growth in the ASEAB Countries
for the 1970-2060 period we use the figures in table 1.4, as the le-
vel of industrial production in the initial year (Po). The crowth
rate for the 1970~1980 period is 12.3%, for the 1980-1990 period 9.9%
and for the 1990-2000 period 8.9% per year. :

vee/ 8.~
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Appendix | shows the projection of industrial growth in the
individual ASEAN countries to the year 2000 according tu the calcu-
lation made with regard to the exponential growth function.

Table 1.5. gives a summary of the calculation and presents the vo-

lume of industrial production at the end of each decade.

Table 1.5. : Volume of industrial production in the ASEAN countrics

_*)

P R R I s T YT T T

Indonesia Thailand Philippines Malaysia Singapore
Year  (fnBiTlion T{in milli- (in million (in thou- T{(in million

Rupiahs) on baths) pesos) sand MS$) $S).
1980 2,414.6 114,002.8 . 70,385.1  216,703.0 19,567.2
1990 6,206.3 293,016.8 180,907.9 556,982.9 50,292 7
2000 l“,558.2 687,339.7 42#,361.8 |306,533.9 117,973.3

*) for detailed figures see Appendix |I.

The exponential growth curves for industrial production in

each of the ASEAN countries is shown in diagram 1.4, - 1,5, Diag-

ram_1.1. shows that the volume of industrial production in Indo-
nesia in the year 1990 will be 2,6 times higher, and in the year
2000 6,0 times higher as compared with the level of industrial
production in the year 1980,

Similar development is also found in the other ASEAN countries,

~as can be seen from diagram 1,2. - 1.5,

cevened/19."
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Table 1.4, shows the gross production of manufacturing industry

in the individual ASEAN countries. They are expressed in the cur-

rency of the country in question.
Table 1.4. : Gross production (value added in factor values)of

manufacturing industries in the ASEAN countries.

Country Year Gross Production Currerncy
Indonesia 1973 1,072.0 Billion Rp.
Thailand 1970 35,737.0 Million bahts
Philippines 1973 . 31,248.0 Million pesos
Malaysia 1973 96,207.0 Thousand M §
Singapore 1973 8,687.0 sMitlion S §

Source : Statistical Yearbook for Asia and Pacific (1978),
United Nations, p.20b, 295,396,423 and 462.

Table t.5. : Summary of Industrial growth Projecticn.

- T X L X F 2 S F 5 33 F I I i T T b b B R R

Year Indonesia Thailand Philippines Malaysia Singapore
(in billion (in mil-"(in Million (in milli- (in million’
rupiahs). lion pesos). on MS). S $).

bah'ts).

1980 1,031.7 24,952,6 31,384, 5,531.9 6,372.9

1985 1,654.0 ~ 4o,004.0 50,315.1 8,868.7 10,217.1

1990 2,651.6 64,134.6 80,665.3 14,218.4 .16,380.1

1995 L,061.2 98,227.2 123,545.2 21,776.6 25,087.3

2000 6,220.0 150,442,7 189,219.3 33,352.5 38,423,2

o o o e e e e e o e e e m M o e P e B = e e Am e o e Y Am A S e e A M Em A e MY e AR AT Mt A S e . S R EE m A e E T E ST ST o
T - - T RN S T T T T R R 2 g

The figures mentioned in table 1.4, are used as the volume of indus-
trial production in the initial year. Except for Thailand we started
with the level of industrial production in the year 1973 and using for-
mula (1), we calculated the level of industrial production in the suc-
ceeding years up to the year 2000. As the figure for the gross indus-
trial production in Thailand was not available for the year 1973, we

used the figure for 1970 as our starting point.

009000/20-"




By using formuly (1) we are able to calculate the projection of Industrial
growth in the ASEAN countrics. The projected’ figures can be seen in l\p;.)cn—
\ dix 1. Diagram 1.1. = 1.5, show the growth curves of industrial production
in the 1970 - 2000 period. Table 1.5. summarizes the projccted level of
industrial production for the years 1980, 1985, 1990, 19395 and 2000.
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Appendix 1.

Projection of industrial production in_the Azcan Countries

to the year 2000.

Indoncsia Thailand Philipines | Malaysia Singapore
On billion | Tiw milTion | Timm ion{ {3n thousand TTﬁgmxiTTon
rupiahs) bahts) pesos) | Malaysia $) Singapore $)
35,737.0
£0.132.7
) 45,069.0
1,072.0 50,612.5 31,248.0 96,207.0 8,687.0
1,203.9 56,837.8 35,091.5 108,040.5 9,755.5
1,351.90 63.828.8 39.407.8 121,329.4 10,955.4
1,518.2 . 71,679.8 44,254.9 136,252.9 12,302.¢
1,704.9 R0,496.4 49,698.3 153,012.1 13,816.2
1,914.6 90,397.4 55,881.2 - 171,R32.6 15,515.6
2,150.2 101,516.3 62.675.9 192,967.9 17,424.0
2,414.6 114,002.8 70,3R85.0 216,703.0 L 19,567.2
...... r-’---------- - e ®& & & - =« - e e & e o ®
2,653.7 125,289.1 77,353.2 238,156.6 21,504.5
2,916.4 137,0692.7 85,011.2 261,734.1 23,633.3
3.205.1 151,324.3 93.427.3 287.645.8 25.972.9
3,522.4 166,305.4 102,676.6. 316,122.7 28,544.3
3,871.2 182,769.7 112,841.5 347,418.9 31,370.1
4,254.4 200,863.9 124,021.8 381,813.4 34,475.8
“4,675.6 220,749.4 136,290.1 419,612.9 37,888.9
5,138.5§ 242,603,606 140 ,7R2.8 AGY,154.6 41,630,9
5,647.2 266,621.3 164 .611.3 506,808.9 45.,762.2
6,2006.3 293,016.8 180,907.9 556,982.9 $0,292.7
........................... L - - e e - -
6,758.6 319,095.3 197,008.7 606,554.4 54,768.8
7,300.1 347,494.8 214,542.4 660,537.8 59,643.2
8,015.2 378,421.9 233,636.7 719,325.6 46,951.4
8,728.5 412.,101.4 254 ,430.4 783 345.6 70,732.1
9,505.4 A48 ,778.4 277,074.7 853,0063.4 77,732.2
10,351.4 488 ,77R.7 303,734.3 028,995.9 83,882.7
11,272.6 §32,215.8 1% 588.7- |1,011,665.8 01,348.2
12,275.9 579,582.9 357 ,833.,1 1,101,704.0 09 _478.2
13,368.4 631,165.9 380 6R0.2  |1,199,755.7 108,331.8
14,558.2 687,339.7 | 228,361.8 10306 £33 0 117,973.3
|
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2. Structural Changes in the tndustrial Sector.

2.1. Introduction.
In order to know whether the projected fiyures for the

industrial production in the ASEAN countries will likely be

realized by the year 2000, it is of great importance first to

examine the conditions of the industrial secto:r in the ASEAN )

countries. We have to examine whether structural changes have .

: been taking place which are conducive to industrial development.
Then we have to pay attention to the structure of the manufac-
turing industry itself in order to find out the groups within

the manufacturing industry which perform a strategic role in

the industrial development since 1960.
Table 2.1. :Share of agriculture, industry and export sector
in GOP. (in %).

= syeseess seesesye— = s—a——_—r —_— B !
E Agriculture E Industry i Export
Country. - —y ¥ ;
y 1960 1970f 1976  1960| 1970 1976 " 1960 1970| 1975 ;
y ) i . ;
Indonesia i 45 | W 29§17 | 22 34 % 7.8 11.8] 22.7 ,
H-
Thailand v b0 28| 30 w9 | 25 | 25 % 16.3| 11.4]17.3 ]
Philippines & 26.0 27| 29 | 28 30 | 34 % 8.6] 12.7]15.6 !
] : [} .
| Malaysia 4o 32 29 18 25 30 E 55.5] 40.8]45.4 ‘
Singapore yo b 3 2 Yoo | 33 ] 35 % 10.4] 33.3]62.4 |
3 R S L L T :.——-—=———====—===——=—g====—===——========:=~====!:===== ExZE === 1
?
J ' I
Source : Economic and Social Survey of Asia and the Pacific 1978,
] United Nations, p.24, ;

3 |
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2.2. Structural Changes in the iIndustrial Scctor.®

i

Structural changes in the industrial sector can be observes if
we compare the share of the industrial sector in the GDP°'with that of
agriculture and the export sector. Table 2.1.{(page 1) shows that du-
ring the 1960-1976 period there have been taking place changes in the
relative importance of the sectors indeed. In 1960 the share of agri-
culture in the GDE was 45% and the share of the industrial sector‘was.
17%. The contribution of the export sector to the GDP was quite small
(7.82). But «in 1976 significant changes have been realized in the
structure of the economy. The share of agriculture has declined to
29%, while the contribution of the industrial sector has increased to
34%. These figures concern the traqsformations which have been taking
place in indonesia. The more important role of the industrial sector
has been made possible by the considerable increase of the production-
in the mining sector (crude oil, natural gas, bauxite, copper, etc.)
and in the manufacturing sector, The table also shows that the export
sector has been performing a more important role in the Indonesia eco-
nomy since 1960.

Although the <contribution of agriculture to the GDP has been
declining in Thailand since 1960, it was not considerable. Therefore
the share of the industrial sector was quite stable during the 1970-
1976 period; it remained at the 25% level.

The Philippines, Malaysia and Singgpore have also undergone
structural changes since 1960 which are apparent from the figures
of the share of the industrial sector for the year 1970 and 1976.

The changes concerning the share of the export sector in Malaysia
and Singapore were also conspicuous. |In Malaysia the share of the
export sector in the GDP was 45,4z (1975) and in Singapore the share
of the export sector was 62,4z,

It can be concluded now that during the 1960-1976 period sig-
nificant changes have been taking place in Indonesia in favour of the
Industrial and the export sector, In the Philippines, Malaysia and
Singapore similar structural changes have also been taking place,
although to a minor degree as conpoared to those occuring in Indonesia.
It must also be streesed that in Malaysia and Singapore the export sec-

tor has played a more important role in the economy,

o.tcv../z()--
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2.3. Structural changes in the mining Industry.
t .
Structural changes have also been taking place in the mining

industry of the ASEAN countries. Certain groups within the mining

industry have shown a tremendous expansion.
in indonesia the production of crude oil and natural gas have

incrcascd considerably. Following table shows the expansion of the

monthly average production of crude oil’ and natural gas in Indone-

sia and Malaysia,

Table 2.2. : Monthly average production of grhde oil and
natural gas. .
Indonesia Malaysia
Year
Crude oil*) nﬁtdral gasﬁ*) Cr&de oiI*) Natural gas**

1974 5,625 . 867 323 61
1975 - 5,345 2,067 390 62
1976 6,183 2,283 7 669 70
1977 6,911 : 3,224 728 . 71
1978 6,704 7,035 860 75
1979 6,511 8,554 1.127 76

- - I T - T Tt 2 1 1 33 T 1 1 1 1 2 2 0 B B R bl R R

*) in ‘thousands of metric tons Source:Monthly Bulletin of Sta-
rn) . 3 tistics, June 1981,vol.
) in kcal m XXXV
No.6, UNO,p.35-38.

In the 1974-1979 period the monthly capacity of the crude oil

industry in Indonecsia has increased 1.15 times, and the monthly

capacity of the natural gas industry has grown 9.9 times. It can

also be observed that the monthly average crude oil production in

Iindonesia is much higher that of Malaysia. A similar position is also

apparent from the figures concerning the monthly average production

of natural gas.

ceeeess/30.-
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Ceal is found in Indonesia and the Philippines, The develop-

ment of the coal production in both countries is shown in table

2.3. The monthly average production of coal in both countries has
been nearly the same. However the increase of the monthly average
production in the Philippines has been larger than in Indonesia..

During the 1974 - 1979 period the increase was nearly 100%, but in
the Philippiness the g}owth of the monthly average production was

k.5 times. }he figures also show that during the period therc has
been taking place a sustained growth of coal production in Indone-

sia and Malaysia.

Table 2.3 : Coal production in Indonesia and the

Philippines™)

Year Indonesia Philippines-
1974 13 4
1975 17 9
1976 16 10
1977 19 24
1978 22 21
1979 23 22
1980 25 ..

%*) Monthly average production - in thousands metric tons

Source : Monthly Bulletin of Statistics, June 1981, Vol. XXXV,
No. 6, UNO, p. 32 - 33.
It must, however, be stressed that the level of production is
very low as compared with that in the other coal producing countries
in the world. Thercfore coal must be imported to the ASEAN countri-

es, if basic industries will be developed in the region.

Thailand is the only country in the ASEAM region where brown
coal is produced., It has increased its monthly average production
from 40 thousand metric ton in 1974 to 113 thousand metric ton in

1979. This means an increase of about 2.8 times.
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Indonesia, Malaysia and Thailand are the countries in the
Ascan region where iron ore can be found. Table 2.4 shows the

growth of iron ore production in these countries.

Table 2.4 : Iron ore production in Indonesia, Malaysia

and Thailand. %)

Year Indonesia Malaysia Thailand
1974 30 4o 3
1975 29 29 3
1976 24 26 2
1977 .26 . 27 5
1978 28 27 7
1979 18 29 - 8
1980 7 3] .o

%) in thousand metric ton - monthly average production

Source : ibid, p.40 ~ 4i

The table shows that Malaysia has the highest level of monthly
average production, whereas Thailand the lowest. Indonesia has
secured a position between the extremes. But the level of monthly
average production in Indonesia does not differ very much from
that in Malaysia. It is also apparent that the level of monthly.
average production in Indonesia has declined considerably Huring
the 1974 -~ 1980 period. The level of production in Malaysia has

also decreased, but not to the same dcgree as in Indonesia.

Indonesia and Malaysia are the main bauxite producing countries
in the ASEAN region. The course of production change is shown in

the following table.

ceveeedd 32.-
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}
Table 2.5. Monthly average production of bauxite in Indonesia and

Malaysia. =)

Year Indonesia Malaysia
_ '
1974 108 . 79.0
1975 83 . 58.6
1976 78 55.0° .
1977 108 St.h
1978 : 84 51.3
1979 88.2 32.2 )
1980 104.1 76.7 ;
T S e e A e Y T PPy Y S ?
#} in thousands metric ton - : 3
Source : ibid, p.42. : E
Indonesia is higher than that' in Malaysia. However the level of producti-

on in Indonesia has shown a larger fluctuation than that in Malaysia.

| Y

The table shows that the level of monthly average prodhct{on of bauxite in !
l

!

[

!

i

Indonesia and the Philippines are the copper producing countries in the

ASEAN region. The level of monthly average production of copper during the

1974 - 1980 period is exhibited in the following table. "

hr BT

.. -

T i

e
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dable 2.6. : Monthly average production of copper in Indonesia

and the Philippines.¥)

===========—===========S============—'—=========—“'=====—'==========

Year Indonesia . PﬁiPippincs
}
1974 : 17.72 18.80
1975 17.08 18.20 °
1976 18.61 19.80
, 1977 15.68 22.20
1978 15.76 T 21.95 |
1979 15.08 21.75 )
1980- 15.51 Ve
; i |
,  SeTemTTITTRISsmesssssssssssssssssssssssssssssssspessoosssoososs
i ) in thousands metric ton

Source : ibid, p.h3.

-y

The level of monthly average production of copper in Indonesia’

has declined from 17.72 thousand metric ton in 1974 to 15.51

Sa—y

thousand metric ton in 198C. However the level of production in

the Philippines has increased during the same period by 31.6%.

The Philippines has a higher capacity of production than indonesia,
but the difference in the level of monthly average production is

not so great.

NS P —

|
Lead ore can be found in Thailand, but the production capa- !
city during the 1974-1979 period has hardly reached one thousand :
metric ton per month. |t must however be stressed that the level i
of monthly average production has increased considerably in 1980, ?

Following table shows the production level in 1980, i

e e

——
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Monthly average production of lcad ore

in Thailtand, 1980.%)

Table 2.7.

Production

Month
(in thousand metric ton)

January 1.51
February 1.17
March }1.03
April 45.76
May 3.07
June 0.69
July }.45
August 1.67
September 1.51
October 2.07
Source ibid, p.4b

Only in this year the level of monthly average production has

been increased to a level which is higher than the level of the

1974-1979 period. Great fluctuation has, however, characterized the
level of production.
Indonesia, Malaysia and Thailand are the countries jn the

ASEAN region where tin concentrates are produced.They belong to
its highest

the countries where the level of production has reached

point as compared with the other countries outside the ASEAN region.

Although the level of monthly average production 'in Thailand was
lowest, it had double its production volume in the

originally the
1979 Thailand had a higher

1974-1379 period (see table 1i.8)., In
than indonesia. Malaysia has the highest produc-

but also in the world,
The production

production leve)
tion level not only in the ASEAN region,

Moreover, it does not fluctuates significantly.

level is higher than 5,000 metric ton per month. The production

level in Indonesia is only 40% of that in Malaysia. Thailand has

reached its highest production level for the first time in 1979,

namely 3,320 metric ton per month.
fluctuates considerably.

But it is apparent that the

production level

0....---/350-
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,Jable 2.8.  Monthly averaye production.of tin.

{(in metric ton).

P -3 S P T S T S 2 T T T T 2 - - & - P

Year . Indoncsia Malaysia Thailand

1974 2,142 5,670 1,695 ° !
1975 2,111 5,364 1,367

1976 2,038 5,283 1,705

1977 2,160 4,892 2,017

1978 2,286 5,221 - 2,516

1979 2,453 . 5,250 3,320 .

1980 2,657 . e

Source : ibid, p.45

The production of tin in Indonesia has increased steadily in the
1974-1980 period,}but the ‘increase is slow. It has grown only by
24.,0% in the 1974-1980 period.

Zinc ore can be found in the Philippines, but the production
level is very slow. Its highest level of monthly average production
was reached in 1976 and 1977, namely 1.03 thousand metric ton, ;
The production level in the following years declined and in 1980 K

it was only about 75% of the highest level in 1976 and 1977. ;

Following table gives a summary of the mining industry in the

ASEAN countries., it also shiws the endowments of natural resour-

ces existing in that region.

Table 2.9. : Mining lIndustry in the ASEAN region.

Sector of mining. Indonesia. Philippines. Thailand. Malaysia. :
Crude oil X X T
Natural gas X X |
Coal X X i
Brown coal X !
tron ore X X . X ;
Bauxite X X f
Copper X b4 5
Lead ore X _
Tin concentrates X ' X X
Zinc ore X '

=:-============================================================== i
X means : highest level of production. {
ve.eal36.-
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It is obvicous that the countries of the ASEAN region are endo-

wed with natural resources necessary for the development of ba-

sic industries. Indonesia has the highest level of crude oil, na-
tural gas and bauxite production in the ASEAN region. Malaysia is
]

endowed with iron ore and vin resources. Morover, the production

level of tin in Malaysia is the highest in the world. Rich resour-

ces of copper can be found in the Philippines.

The cxistence of these resources in the ASEAN region means that

the countries of the ASEAN region are potentially in a position
to develop basic industries in the future., It certainly depends on

the other conditions which must be fulfilled in order to utilfze the

natural resources completely. One of these conditions is the exis-

tence of manufacturing industries which can support the mining indus-

tries. A growing sector of manufacturing industries in the ASEAN

is necessary for the development of the mining industry.
in the ASEAN coun-

region
Otherwise the products of the mining industries

tries must be exported, which is still happening to a large extent.

In this section only the existing mining
But in the ASEAN region there are other natural re-
uranium, nickel, silver,gold,

industries have been

mentioned.
sources which are not developed yet
We do not include them in our analysis, because there are not
these products.

etc.
enough statistical information available concerning

2.4, Structural changes in the manufacturing industry.

Since 1960 the manufacturing industry in the ASEAN region have
been performing an imporfaét role in the economy. On average manu-
facturing output accounts for about three quarter of the total con-
tribution of the industrial sector to GDP. The share is even larger g

i

in Indonesia, if the petroleum sector is included in the manufactu-

ring industry, . : |

Cinsiderable progress have also been made in the.diversification ;
and modernization of the cconomies of the ASEAN countries through
industrialization, As table 2.10 shows the g}owth performance of ) |
the countries' in the ASEAN region recorded a more than 10% rate of ' |

expansion in manufacturing output in the 1970-1975 period.

O.'.Al/37t-
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Lxcept for the Philippines the countries of the ASEAN region was
able to achieve a high rate of growth for monufacturing production
in spite of the difficult world economic situation during that
period.

Sustained high rate of growth in manufacturing have been suppor- 4
ted by the expansion in related activities in mining, construction
and electricity generation. The results have been a substantial
transformation of the structure of output in that region, suffici-
ent to reduce the predominance of agriculture in the total pattern.
Thus roughly a third-of the GDP originates in the industrial sec-
tor in indonesia, Malaysia and the Philippines. The production
structure of Thailand shows thét 20-25% of the GDP originates

in the industrial sector (see table 2.1.).

Structural changes within .the manufacturing sector have also
been taking place in the ASEAN region since 1960. The share of
manufacturing value added in GDP is observed to have increased
in Indonesia, Malaysia, Thailand and Singapore (sce table 2.11.).
Marked changes have also appeared in the relative importance of

the individual industry groups within the manufacturing sector.

The growth of the food, bererage and tobacco products group

in the ASEAN countries has shown a diverse pattern, In Indonesia
the relative importance of the food, bererage and tobacco products
group has increased Significantly, whereas the share of the sane
group in Thailand, the Philippines and Singapore has decreased.

The same group in Malaysia was stagnant during the 1963-1972
perioa,

The textile and garmants group has also increased its°*share of
total manufacturing value added. The most general reason has clear-
ly been the marked increase oflexport. However the group of wood

and paper products has declined its relative importance in most of

the ASEAN countries. Only in Malaysia the group has increased its
relative importance within the manufacturing industry, but the in-
crease has not been significart : from 13.9% in 1963 to 19.2% in
1972. A Similar development can also be observed in the group for

non-metallic minerals and rubber products.

ceres /36,
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In Indonesia the share of this group in the total value added of
manufacturing industry has decreased sigrificantly, namely from
Y.3% in 1960 to 3.3% in 1973. In Malaysia the share of this group
has increased from 9.64 in 1963 to 12.1% in 1972.

The group of chemicals and petroleum products has shown a di-

verce development in the ASEAN region. |In Indonesia the role of
this industrial group has declined considerably.In Malaysia the

role of the group has also declined, whereas in the other ASEAN

countries the share of the industrial group has increased. The

largest increasc has been rcached in Thailand : an increase from
6.6% in 1963 to 13.7% in 1973.

The group of metals and metal products has incrcased its share

of manufacturing value added in the GDP. Similar development can
also be observed in Thailand and the Philippines. In Malaysia and
Singapore the share has decreased. In Singpaore the decrecase of the
share in total manufacturing value added has been considerable

from 11.,8¢ in 1974 to 7.0% in 1973.

With regard to the group of machinery and transport equipments,

however, a tremendous development can be observed in Singapore.
The share of this irdustrial group in the total manufacturing
value added has increased from 12.5%¢ in 1964 to 36.0% in 1973.
In Indonesia and the Philippines the share of this industrial
group has decrcased, whereas in Malaysia and Thailanc the rclative
inportance of the industrial group has increased, but not to the
same extent as in Singapore. |

Table 2.12 gives a summary of the structure of the manufactu-
ring sector in the ASEAN countries. The Roman ciphers denote the
relative importance of “he group within the manufacturing sector.
Number''|" denotes that t.ae industrial group in suestion has the
largest share in the total manufacturing value added, number
"I the second best position of the group within the manufactu-

ring sector etc.

oonco'cu/39--
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PNt STRUCTURE OF MANUFACTURING :NOUSTRY TN THE XSEAN OOUNTRIES.
Share in total manufacturing value added ( in ?).
. 1. Food, 2. Textile, |3. Wood, pa-| 4. Non- 5. Chemicals {6.Metals and|7. Machinery |3, Misoel-
Country Manufacturing | peverage and | garments and |per products | metallic mi- | and petrol - |metal pro- |and transport| lerecus
®ar  ghare in GOP. | tcbaceo pro- | leather pro- |and publish- | reral and |eum products.| ducts. equigrents. | products.
- ducts. ducts ing. rubcer pro-
: ducts. l
/
Irdcnesia 1960 8.4 45.4 13.9 7.9 9.3 3.3 1.9 10.8 1.9
1973 ., 8.8 52.3 21.8 5.6 3.3 4.2 3.4 8.7 0.7
Tailand 1963 11.7 55.9 8.6 9.8 9.0 6.6 1.8 5.6 | 2.7
1973 17.0 34.8 18.5 6.6 .1 13.7 5.0 2.4 1 L2
?nilivoines 1962 18.1 33.9 9.2 10.2 8.0 16.9 5.9 10.0 0.9
1974 17.4 37.5 9.9 10.0 7.6 19.2 8.4 6.9 C.5 he
Ne}
valaysia 1963 9.2 21.2 1.5 13.9 9.6 14.8 9.2 6.7 23.1 '
1972 16.7 21.5 5.1 19.2 12.1 11.9 7.5 10.5 12.2
| Singapore 1964 12.2 24.1 3.8 19.8 8. 4.8 11,3 12.5 4.8
1973 24.8 7.7 8.4 10.8 7.8 19,2 7.9 36.0 3.C

Source: Econanic and social survey of Asia and the Pacific 1978, United Natiens, p.
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industrial groups within

t the manufacturing sector,

L L R S A e S N S SN S o T S S S S E N SN T R N S T T T S T o o S S RS S oINS IO ESRTTESR =S

Philippineé Maloysia Singa-

Industrial group. Indonesia Thailand
. pore.

"group for metals and metal products

food, beverage and
tobacco products.

Textiles, garments
and leather products v

Wood, paper products
and publishing v . fh I b1y
Chemicals and petro- .

leum products i (R i1
Metals and metal pro- -

ducts - v

Machinery and trans-
port equipments v v l

R Lt L T P e R

industrial products within the

The table shows that two groups of
the group

manufacturing sector don't perform a significant function:

and rubber products and the group for mis-

for non-metallic mineral
in

Only the four industrial groups mentioned

celltaneous products.
value

the table above give considerable contribution to the total

added of the manufacturing sector. Only in the Philippines the
is of any significance within

The group'food, beverage and tobacco pro-

important position within the manufac-
Thailand, the .Philippines and Malaysia,
important. It can also be

the industrial sector,
ducts'" has secured the most
turing sector in Indonesia,
whereas in Singapore the group is not
observed that in Indonesia,Thailand, Malaysia and Singapore the

group for machinery and transport equipments perform a significant

function within the manufacturing factor. However in Singapore the

group gives the largest contribution to the total
Therefore we can conclude that in Singapore the group

manufacturing

value added.
for machinery and trangport equipment is the most important indus~

trial branch, whereas in the other countries of the ASEAN region

the group for''food , beverage and tobacco products' has the great-

est contribution to the total manufacturing value added.

--o'/l"c"




3. The ixport-ortented industrics.

fFor some hinds of manufacturing products there exists no domestic
market in the ASEAN récgion. These products are exported to Japan,
Lerope and USA. It must, however, be stressed that the export of
mining and manufacturing products is not only a consequence of the
non-existence of domestic market, but also a result of economic
policy of the government. This is-the case with the cxport of crude
oil from Indonesia. Indonesia exports crude oil with low SUIphurfc
content and imports crude oil with higher sulphuric content from
the Middle East. The main consideration that can be given for this
kind of policy is that there exists no refinery industry and petro
chemical industry of some importance in Indonesia, so that crude oil
must be exported to Japan or USA. Another reason for such a poli-
cy decision is the price differcence that exists between several
qualities of crude oil. -

3.1. The Export-oriented industries.

The main industrial commodities that are cxported from the
ASEAN countries originate in the following industrial groups within
the manufacturing sector :

a) Food, beverage and tobacco products (SITC 0 + 1)

b) Mineral fuels and rclated materials (SITC 3)

¢} Crude materials, oils and fats (s171C 5)

d) Machinery and transport equipments (SITC 7) )
e) Textile yarn and fabrics (s1TC 65)

f) lron and steel , (s17C 67)

g) Non-ferous metals . (SI1TC 68)

The share of food, beverage and tobacco products export in the
total export value of the ASEAN countries is relatively high.
Althougb the share has been declining in the 1970-1976 period, the
share is still high : 16.2% in 1972, The share of mineral fuels
and relates materials export is inreasing tremendously, namely from
5.8% in 1970 to 16.7% in 1972. The export of crude materials, oils
and fats has also a highs share in the total value of export, but
it has been decreasing Juring the period : from 25.9% to 15.07 in
1976. The export of chemicals has been stagnant during the 1970~
1976 period. The share in 1970 was 2.4% and remained at the same

level in 1976.

LY I
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The siharce of machinery and transport equipments export from Lhe

»

ountiivs has also been increasing from 6.0% in 1970 to 10.4%

)
[
L
>
z
e

in 1976. However, the share of the export of textile yarn and fab-
rics, of iron and steel and non-{erous metals are decrecasing.

Export perforimance does not sclely depend on the development in
external demand and intcrnaliona} prices. 1In the short and medium |
term during significont structural change in production can hérdly
occur, at least equally important is the ability to sustain pfo-
duction level so that whatever opportunitics the market may offer
can be fully exploited.

In the long run the countries of the ASLAN region have to make

concious efforts to modernize the industry in order to remain com- ;
titive in the world market. It is necessary to app}y high-tech-
nology metheds and to development manufacturing industries which
perform an important role for the export industry like petro-
chemicals, machineries and shipbuildings. Singapore has been
an outstanding proponent of thié‘idea. Measures to modernize the
export-oriented ﬁanufacturing industries must also be taken by

- Malaysia as the foreign trade sector has been performing a more
important role in whole economy of the country (see table 2.1)
since 1976.

Export of manufactured products from the countries of the

ASEAN region hes increased rapidly since 1970, thereby winning

a larger share of an expanding market (see table 3.1.).

Table 3.1. : Rates of growth of manufacturing output and
manufactures export (1970-1977).

P R R D T T P T ¥ T ¥ ¥t T T L et T T T T Y Y Y T T - T 2 1 T
- S A 2 g B P L 5 5 3 R R

Manufacturing Manufactures
Country export.
Value added Output.
Malaysia 12,2 11.3 21.6
Thailand 11.9 - 22.0
Singapore " 10.1 11.3 * 28.3 i
Philippines 6.9 5.9. 23.7 !

S am =
EX T 3 ¥ S F IS Y ¥ 2 -t 3 F i - T P R R B O]

Source : Economic and Social Survey of Asia and the Pacific }
1978, United Nations, p.42,
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These countries have probably benefited from the Dillon and

Kennedy Round tariff cuts and partly also from off-share assembly

provisions.

If the cpuntries of the ASEAN region want to increase their
export of manufactured products, it is necessary that they apply
more sophisticated production methods related with high levels
with education and technical training. To expand chemical, petro-
chemical, engineering and metal inQustries there must be enough
skilled labour ﬁnd technicians available. Exporters must be able
to design marketing plan and strategis in order to diversify the
range of their exports.

On the other hand there are still possibilities to expand la-
bour-intensive manufacturing industry producing textiles, clothing,
foot-wear and electronic components. These products can still com-
pete on the world market, if the countries in the ASEAN region would
fully exploit the low wage levels existing in their countries and if
the governments would encourage the exporters intensively. The govern-
ments of the ASEAN countries must ensures favourable access to cre-
dit, assist in the marketing of the manuféctured products, establish
export zones and simplify licensing procedures. |t must, however, be
stresséd that many of these activities in the labour-intensive indus-
tries have few linkages with other domestics production so that the
impetus to growth of manufacturing sector has often be negligable.

If strong impetus to growth of the manufacturing iadustry will
be achieved, vigourous efforts must be made to develop the more capi-
tal-intensive basic industries like the chemical, petrochemical,
machinery and transport equipmenfs industry. Moreover, the countries
of the ASEAN region must move towards the production of the more skill-

intensive and sophisticated finished products like the capital equip-

ments and consumers goods, It can, indeed, be observed that the rela-
tively capital intensive exports have grown gradually as the export
of steel products, transport equipments, chemicals and ptrochemicals
from the ASEAN countries has shown. Following table shows the export

growth of these manufactured products in Malaysia during the 1970-1977

period. .

LI
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Export of manufactured products in Malaysia.

{(index numbers, 1975 = 100) .

Lhemicals

Manufactur-
¢ed goods

Machinery
and trans-
port equip-
ments

TS REsR=Es=s=Ex=

Source

77.4 70.1. 67.4 66.4 92.6 100. 95.7 102.7

63.0 66.2 66.0 71.2 112.6 100 119.0 160.2

Statistical Yearbook for Asia and the Pacific, 1978,
United Nations, p.303.
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Tie import substitution industries.

(. dhe relative importance of commodity groups.

1he following table shows the relative importance of the com-
Jdity groups with regard to.the total value of import of the
.iAN countries.

~oute 4.1, ¢ Share of commodity groups in the total value of

import of the ASEAN countries.

ountry/ Raw Mineral Chemi- .Manu- * Machines/trans.
ycar material fuels cals fact. equip.

—

(in percentage).

ndonesia.,
:ncones>14a

1970 5 2 2 13 31 38
1973 20 3 2 12 25 39 |
1975 12 3 5 17 23 39 i
1977 16 4 12 10 20 39
Thailand. )
1970 5 5 - 13 24 4o
1973 - 4 8 I 16 21 38
1975 4 6 14 16 - 38
1977 4 4 22 14 - 16 34 !
Philippines.,
1970 10 6 11 12 22 39
1973 13 6 12 14 19 32
1975 10 4 22 11 13 34
1977 g 5 26 1 Vh 29
Halaxsié.
1970 21 8 12 7 18 33
1973 20 7 7 9 21 35
1975 18 7 12 8 16 38 j
1977 16 6 13 10 16 39 !
Singapore. }
1970 14 13 14 5 22 30 g
1973 1y 13 13 6 20 - 36 }
1875 9 8 25 6 18 33
1977 9 1 26 5 14 33 I
L:=========:====-==========================‘—'===:’-======================= f

Source.: Economic and Social Survey of Asia and the Pacific 1978,
United Nations, p.63-64.
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e table shows that Thailand, the Philippines and Singapore

wuccessful in their efforts to decease the share of food in

total value of their imports. 1In 1975 only less than 100% of

jmport bill was spent- for the food import. In Indonesia and

Lynia the share of food in the total value of imports was more
15 . Comparcd with the position of Malaysia in 1970 the rela-
jiriportance of food imports had decreased from 21% to

the share of food in the total of value of

167, where-

imports of indonesia

increased considerably, from 15% to 16%. 1t can now be conclu-

that for Indonesia and Malaysia food imports make up a conside-
Jde¢ part of the total import bill of both countries.

The share of mineral fuels in the total import bill of the ASEAN

.utries has increased sharply during the 1970-1977 period. Only

Malaysia the increase was not considerable. Given the inelas-

. demand for mincral fuels and the limited possibilities for subs-

cution of other sources of energy even in the long run,. it can be

reseen that his share will increase continuously in the future.

.ept for Indconesia where there are sufficient reserves of mineral

el for the near future, the other ASEAN countries have to make

rious efforts to reduce the import of the other categories of

wodity in order to meet the increasing requirements of mineral

«1s in the near future.

The case of Indonesia is exceptional. Althouth the import of

niral fuels had increased sharply during the 1970-1977 period,

wds not s consequence of scarcity, but of a conscious policy of

« Indonesia Government. Indonesia is an oil producing country.

-de oil of higher duality is exported and the share of this export
- more than 50% with regard the total value of the indonesian export.

-tead of this Indonesia imports miniral fuel of lower qualify from

~ Middle East., This policy is adopted bacause there are not enough

‘tinery plants in the country. If oil refinery and petrochemical

ustries have been developed in Indonesia, the policy will probably
thanged.

A similar situation is not found in the other ASEAN countries.
refore the other ASEAN countries have to seek opporfunities to
“tase the

import of the other categories of cohmodity
-t

inorder to
the increasing imports of miniral fuels in the near future,

LT
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tn this case attention has to be paid to the following cateyorics
chemicals, manufoctures, machineries and
The governments of the ASEAN countries have

industries in or-

of itndustrial products

transport equipments,
to consider the possibilities of developing these

der to find substitution for the import of these products.

.
~

h.2. The wain import of industrial products.

in the last section we have concluded that attention must
industrial products

be paid to the following catefories of

chemicals, manufactures, machineries and transport equipments,if

the governments of the ASEAN countries would be considering the

possibilities to find substitution for the import of the products
belonging to those categories. However, we have to make further
in order to specify the products which have to be subs-

inquiries
import of the

tituted. We have to look at the data concerning the

ASEAN countries.

The main commodities within the chemical group imported by -

in the

Indonesia are pharmaceutical products and fertilizers.
1968-1978 period the import of pharmaceutical products increased

from 19.9 miilion USS (1968) to 272.5 million US § (1978). The
import of fertilizers increased from 31.3 million USS (1968) to

57.1 million USS (1978). It was an increase by 82.h%.
Within the group of manufactures iron or steel pipes and prime
import of iron and steel pipes

play an important role., The
10.4 million USS (1968) to 129.7 miltlion USS (1978).

rilg_ve rs
increased from

There was a]so a sharp increase
7.6 million USS (1968) to 169.6 million USS (1978). Within the group

of the import of prime’movers: from

of machineries and transport equipments following commodities have
industry and commerce, diesel engi-

machines for
import of machines for in-

to be mentioned
buses and trucks. The

nes, motor cars,
increased from 48.3 million USS (1968) to 868.0

dustry and commerce

mitlion USS (1978).
from 9.4 million USS (1968)

The import of motor cars also showed a sharp
increase to 99.9 million USS (1978).
The import of buses and trucks

to 30.1 million USS (1978).
Malaysia shows a different composition of import., Within the

group of mineral fuels petroleum and_destillate fuels or residual

fuel oils have 'to greatest share.
.Il.'/"’di-

T e e |

increased from 11.7 million USS (1968)
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.The import of fucls increased from 125.7 million Malysian $§ (1968)
to 910.5 million Malaysian § (1976). The import of distillate fuels
and residual fuels showed a sharper increase: from 39.9 million Ma-
laysian § (1968) to 179.2 million Malaysian $(i976).

Within the group of chemicals the import of fertilizers plays an

important role. It increased from 26.1 million Malaysian $ (1968)
to 120.7 million Malaysian $ (1976).

The import of passenger cars (excluding buses) had also a large

sharc in the total value of imports. It increased from 105.0
million Malaysian $ (1968) to 363.5 million Malaysian $§ (1976).

The import of petroleum in the Philippines increased sharply
during the 1968-1977 period : from 90.4 million US$ (1968) to ¢
©58.75 million USS (1977). The import of fertilizers also increased
in the same period : from 8.78 million USS (1968) to 42.31 million
Us$ (1977). Although the import of iron and stegl bars did not have

a large share in the total value of imports, the increase deoubled
during this perios : from 10.98 million USS (1968) to 20.90 million
Uss (1977). The group of universals, ircn or steel plates and sheets
also increased :from 28,08 million USS (1968) to 65.00 million US$
(1977). The import of iron and steel wire increased from 2.00 million
UsS (1968) to 6.39 million USS (1977). The Phillippines also import
iron or steel tubes, pipes and fittings and the import increased
from 9.25 million USS (1968) to 19.81 million USS (1977). The import
of passenger cars showed an increase from 24,90 million US$S (1968)
to 59.80 million USS (1977). There was also import growth for lorri-
es, trucks and buses : from 37.46 million USY (1958) to 38.32 milli-
on USS (1977). '

Singapore shows a unique import composition within the ASEAN

region, The -import of crude petroleum increased tremendously during
the 1968-1978 period : from 357.9 millior Singapore $ (1968) to
"6,258.3 million S $ (1978).

The main commodities belonging to the group '"mineral fuels'

imported by Thailand are:petroleum, motor spirit, lamp oil or white

spirit, diesel and fuel oils. .
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The raw moterials imported for the textile industry are : raw cot=-

ton, cotton yarn, cotton fabrics, textile fabrics (other than cotton).

In addition to that Thailand also imports a large number of articles
belonging to the group "machincries and transport equipment' : passe-

nger motor vehicles, motor cycles, buses, trucks and chassis. Ferti-

lizers, rubber tyres, newsprint, printing and writing papers are also

- imported by Thailand.

The import of petroleum increased sharply during the 1968-1977 period:
from 995 million baht (1968) to 16,448 million baht (1977). The import
of motor spirit, diesel and fuel oils also increased considerably,
whereas the import of lamp oil and white spirit didn't increase sig-
nificantly, '

Raw cotton was imported in growing quantities. The import value in

1968 amounted to 225.4 million bath, and in 1977 it reached an amount
of 2,880.6 million bath.'Thc import of cotton fabrics and other tex-
*tile fabrics increased slightly during the period, but the import of
cotton yarn decreased tremendously : from 65.02 million bath (1968)

to 8.35 million bath (1977). The import of fertilizers increased

from 443.1 million bath (1968) to 2,085.3 million bath (1977).

Rubber tyres were imported in decreasing quantities. The import value
in 1968 amounted to 284,21 million bath, whereas, in 1977 it decreased
to 136.32 million bath. The import of nc@sprint increased signifi-
cantly : firom 116.97 million bath (1968) to 432.43 million bath (1977).
During the same period the import of printing and writing paper had
doubled: from 40.35 million bath (i9§8) to 87.38 million bath (1977).
It is worth to mention that the import of passenger cars decreased

from 902.44 million bath (1968) to 462.51 million bath (1977), where-
as the import of motor cycles increased sharply : from 259.93 mitli-

on bath (1968) to 695.98 million bath (1977).

The import of buses, trucks and lorries increased from 876.6 million
bath (1968) to 1,886.9 million bath (1977). Fu}thefmore, the import

of chassis fitted with 'engines for motor vehicles increased tremen-
dously : from 356.5 million bath (1968) to 3,800.3 million bath (1977).

eeenes./50.-
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Now it can be concludcd that the most imported industrial
Jdities imported by the ASEAN countries ave: mineral fuels’ pas-
;yer.motor vehicles, buses and trucks. Within the group of chemi-
'} products pharmacéutical articles play an important role. Printed
d colouréd cotton and synthetic fabrics are-the main commoditics
tonging to the textile group. Within the group''paner products, new-
_vints and printing or writing papers are the main .mport commodi-
¢s. Iron or steel pipes, universals, iron or steel plates and _
cets, iron and steel wire are the main import commodities belonging
the group of metal products. Machineries for industry and com-
rrce; iorries and chassis are the import articles belonging to the
oup ''machineries and transport equipment',

If the countrics of the ASEAN region are trying to find out
wsibitities of substituting imports, in order to meet the increca-
iy import requirements of crude oil in the near future, then atten-
wn must be paid to the import of‘those commodities mentioned above.
"ese are:

Textile group
l. Printed or coloured cotton fabrics.
2., Printed or coloured synthetic fabrics,

Chemical group :
1. Fertilizers.
2. Pharmaceutical products.

Paper products
. Printing or writing paper. :
2, Newsprint.

Metal products

I. tron or steel pipes.

2. Iron or steel plates and sheets.
3. Jron or steel wires.

b, universals,

Machineries and transport equipments:
l. Machines for industry and commerce.
. Chassis,

e - n
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2
3. Lorries.
4, Passenger motor vehicles,

-oaooc-/5l--

S Sm—— g e ——




- 51 - i

5. The Sclection of Projects.

5.1. The criteria for project selection. :

e ——— s e

In the last chapter we came to conclusions regarding the

nced for import substitution, if the countries of the ASEAN region

are trying to teke serious efforts

in order to meet the requircments
in the near future. Otherwise the ASEAN

countries would certainly face serious difficalties which whould
arise from the deficits

of miniral fuel imports

.

in their balances of payments,

-

in drawing the above mentioned conclusions we have not consi-

dered the conditions which must be fulfilled, if the countries of

the ASEAN r;gion are really trying to develop the industries needed
te perform the function of import substitution.

It goes whitout
saying that there are

large number of conditions to be considered

in order to assess the viability of the industrial projects. i
However,

in this analysis we will mention only two important condi-

tions which can be considered as criteria for the selection of in- '

dustrial projects. These two conditions are

. X

(1) the minimum efficient plant size

(2) the avaitability of raw materials
It

is clear that our conclusions onlty give indications of the

possibilities to develop industrial projects in the ASEAN region.

Efforts must be made to carry out additional

inquiries regarding
the other conditions., But some of our conclusions are not different
from the project proposals which have been previously agreed at the

ministrial meetings as ASEAN Industrial Projects.

5.2. The minimum efficient plant size,

Table 5.1, gives a comparison of the minimum efficient plant
size for several industrial

market and that of the

projects with the size of the ASEAN
largest consuming ASEAN country’, Whit re-

gard to the prbjects'for fertilizers plants the table gives a spe-
cification of the kind of fertilizers.

[ ARIR RN




of projeccts.

_______________________________ 1._-_========================== E R ik R S AR L 3 2 2 2S5 22 2 T - N

Annual Output of Total ASEAN Consumption. Largest Consumption in one ASEAN
a Plant of mini~ Country.
Industrial mum Efficient ) *) ) )
Project. Size. E 1970 1980 1990 1970 1980 1650
1 2 3 L 5 € 7 g _
1. Soda Ash
. (]03 tons) . 360 | 116 310 504 hh: 104 }64
2. Nitrogenous
Fertilizers
(103 tons) 360-400 312 1,067 1,822 120 559 998
3. Phosphatic
Fertilizers . .
(103 tons) 250-300 130 516 - 702 - 37 153 269
4, Newsprint . : .
(103 tons) over 500 175 534 893 71 225 379
5. Steel billets
(103 tons) 2,000-3,000 3,200 7,700 12,200 1,000 2,000 3,000
6. Passenger cars '
(103 units) 500-1,000 108 284 460 34 80 126
7. Small diesel engines .
(10 units) 250- 300 62 225 388 48 90 132
8. Ordinary Sheet Glass . '
(10° tons) over 100 64 157 250 21 b7 73
9. Carbon black ) '
(10> tons) 50-80 .25 53 81 5 n Y
10. Typewriters :
(103 tons) 100-200 17 330 543 24 45 66
11. Transformers . .
(103 tons) 5-10 28 33 88 " 1 30
12. Power cables
(1e® Al conduc- ‘
tor tons) 1-5 9 28 73 4 9 - -_%3 _______

Estimated values; Sources : ASEAN Cooperaticn in Industrial Projects, Edited by : Mohamed Ariff, Fong Chan Onn znd
R.Thillainathan, Malaysian Economic Association in Co-operation with the Institute of Southeast-Asian Studies, Kuala-
lumpur (13977), p.17-18.
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1. Coda ash cazlt & limastone
or Sc'flt, crrmonia - - .
' I : 'C o s .
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It must be mentioncd that some for the industries mentioncd
in the last chapter are not considered here, since the raw mate-

rials required for the industries are not available in the ASEAN

[ R VPN

region and the realization of such projects are consid;red as not
viable for the time being. The table also include other projccts
which are not mentioned before., These are projects which are con-’
sidered as feasible for the ASEAN c0untries; but whose products do
not have a large share in.the total import value of the ASEAN‘coun-

tries. . ‘
According to the table following projects have a minimum ef-

b e

ficient plant size which is smaller than the estimated market size

in the ASEAN region in 1990 : soda, nitrogenous and phosphatic fer-

tilizers, newsprint, steel billets, small diesel engines, ordinary
sheet glass, carbon black, typewriters, transformers and power re-
gion. Among these projects there are also ones whose minimum ef-
ficient plant size is less than the largest demahd in the year 1990
in one single country. These projects are : nitrogenous and phos-
phatic fertilizers, steel billets, transformers and power cables. E
Foe these projects there can be found one single country whose to- !
tal demand in 1990 will exceed the minimum efficient plant size of
the projects. Therefore these projects can be located in the coun-
try with the maximal demand. The remaining projects belong to those
plant whose products must be absorbed by the ASEAN market as a whole.
Only one single project is considered as not viable in the

ASEAN region, and that is the project for automobile industry. The i
miniﬁum efficient plant size for passenger automobile industry is
500,000-1000,000 units per year, whereas the estimated demand in
1990 will only reach a level of 460,000 units for the whole ASEAN
market. However, we should not consider this conclusfon as final.
Further inqui}ies have to be carried out to explore the possibili-
ties of exporting the products to the ASEAN countries outside the
ASEAN region, |If export of the products is possible, then the pro-
ject of establishing an automobile plant in the ASEAN region could

be considered as a viable project.




5.3. Availability of raw materials,

We have to find oul whether .there are sufficient resources of
raw materials for the préjects which are considered viable for the
ASEAN market. Table V.2 shows the availability of the main raw
ﬁatcrials nceded for establishing such projects.

The table indicates that for the following projects there are
‘sufficient raw materials available in the ASEAN market as a whole :
soda ash, nitrogenous fertilizers, newsprint, ordinary sheet glass
and carbon black. -Raw materials needed for steel billet plant are
not sufficiently available in the ASEAN region, and therefore part
of the raw materials requirement has to be imported. Raw materials
for petrochemical industry, although in the Philippines and Thailand
there are indications that raw material resources for petrochemical
industry are also existing and could be explored in the near future.

With regard to the small diesel engines, typewriters and trans-
formers plant we are facing another kind of problems, since questi-
ons of availability of raw materials as such are not actual.

The main problem of establishing these projects in the ASEAN coun-
tries is closely connected with the existence ofs supporting indus-
try of components. This is a question of policy : how to develop
supporting component industries in the ASEAN region which are con-
dusive to the development of small diesel engines, typewriters and
transformers industry. The main opinion prevailing in the ASEAN

region tends to the idea of promoting small-scale industries pro-

ducing components for such manufacturing industries.
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CEE: IVOCIDENTIFICATION OF INDUSTRIAL BRANCHES / PROJECTS

ASEAN structurc of industry in its future devclopment will be :
hascd upon some rather favourable objective factors : '

First are the domestic resenrces consisting of natural resour-

ces, both rencwable and non-renewable and human resonrces once -
developed into a higly skilled & productive labour forces;

sccond, access to external resources including capital and tech-
nology since ASEAN countrics basically arc open and markct eco-
nomics; :

Third casy access to strong and cxpanding markcts in the Pacific
Basin (including Asian countrics and USA) on the one hand, and - 5.
a growing domestic market on the othcer hand.

These S_Tavournblc_fntors wvhen combined through the process of
industrialization under a politically stablec umbrclla, could
acceleratc cconomic growth in the Region.

What arc thc potential branches of industrics that ultimately
will make up the futurc structurc of industry in the 5 ASEAN
countrics ?

1. Energy-oricnted Industries.

ASCAN can rcly on some energy sources : petrolcum & natural
gas in Thailand, Malaysia and Indoncsia; but also coal re-
sources besides hydro-clectric power potentials; on a limi-
ted basis geo-thcrmo power plants could be developed, also i
bio-mass and bio-gas, both rcnewable resources to save the i
usc of the non-rencwable cnergy - sources, :
The entire chain of processing the crude oil into refined
Srodggii, making the natural gas LNG, is one branch of in- :
ustry that has a big potential: combincd with imported oil t
from the Middle-East, ASEAN position in refininf and supply- ]
ing LNG will be strong at least until the year 2.000 unless i
present cxploration activities will prove an increased yicld 1
in off- and on-shorec o1l fields. :
St1ll closcly ticd to petrolcum and natural gas is the deve- :
lopment of petro-chemicals : Indoncsia is certainly hcading
towvards the cstablishment of various centres
The Olefin centre for plastics in Acch, the petro-chemical
complex in Surabaya, the Aromatic centre in Palembang for |
textiles; ' i
Singaporc is still sctting up petrochemical centres that
«will be in opcration in 1982/83, :
Attemps in Thailand sofar has not been succeeded in concrete
projeccts. but Thailand is potentially in a good position for
petrochemical industries,

e —




The ASEAN Industrial Project has laid the foundation with the
Urca projects in Indonesia and Malaysia, potential locations
for a group of other petrochemical industries. Fertilizer pro-
duction will still be the most 1mp01tant industry for suppor-
ting agriculturc. Industries consuming cleciric power uare now
clussified under energy-oriented industries; within this cata-
gory fall two main industrial branches - ccmcnt_productlon and
refining beauxite into alumina and aluminium. The Cost ol clec-
tric power is more then 509 of total production cost and this
will limit the growth of cnergy-oriented industries in countri-
¢s where cenergy resources are not available. Thailand and
Philippines are already in this position with thcir cemcnt-in-
dustries; on the other hand,Indonesia is overtaking both coun-
tries in cement production duc to the availability of o¢il and
coal. Aqaln Indonesin with its potential hydro-clectric power
gencration is accomodating the redeployment proccss of Japan
aluminium smelters to the Asahan Projcct location in North Su-
matcra. Another high power consuming industries are the Gla
and Ceramics 1ndustrlc< but since small scale operation is
possible, there wilil only a limited number of the large-scalce
plants be affected.

The summ up the Encrgy-orlcntcd industrial branches

1. Refining petrolecum and ndatural gas products;

2. Petrochemical industries: urca, olefin, aromatic, mecthanol
and carbon black.

3. Aluminium smclters.

Chemical Tndustries @

A wide varicty of industrial minerals are available in the Re-
gion; not cnough industries have been established based on the
industrial minerals. Cement, glass & ceramics alrcady mentio-
ned under energy-oriented industries, should actually belong un-
der this catagory. Caoline is another industrial mineral that
could be processed {urther for many uses in the paper manufactu-
ring. Sulfur is available in the mountainous arcas, also as by
product of refining petroleum; sulfur as a basic material is
necessary for the production of various chemical products, such
as sulfuracid. Salt is available in abundance; also rock salt
as in Thailand. Salt is uscd for Soda-ash is heading in the
right direction of using indigenous raw material for chemical pro-
duction, Phosphate is another raw matcrial for producing phospha-
te fertilizers. The disadvantage of these industrial mincrals
for the ASEAN countries, is their diversity., But limited quan-
tities for large scale production. The rubber-based industry
cover a wide range of rubber products and can be.,very important
for the ASEAN countrics.

[




.

..57_

Summing up possible chemical industrial branches

1. Manufacturing of Cement & pgoods made of cement.

2. Glass, glass warc and shecet plass industrics.

3. Non-mctallic mineral products. ’
4. Busic chemicals

- Sulfur based. . .
- = Salt bascd. Tt
-~ Phosphate based. * : .
-~ Tertilizers.
- Insccticides. 2 -
- Others.

5. ‘Rubber-based industrices
- vrumb rubber.
- Remilled rubber.
- Smoked sheet rubber.
- Tyres & tubes, ;
- Rubber products. ’ "

3. Processing Industriecs :

The processing industrics should be up-graded and carry out
further by stepping up technologically and process the raw
materials derived from the primary imdustries as far as
possible. ) .

3.01. Agriculture-based industries :

!
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Under this catagory falls many branches of industry, i

but basically it could be devided in three main {

groups ! i

. i. Food-processing industries ranging from {ruit & '
vegetables to beverages & tobacco industries; '

ii, Forest-based industries, including pulp & paper, !
!

|
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paper products, plywood, venecer, furniturc & fix-
turcs; saw milling, ctc;

iii, Estate industrics, dncluding sugar factories, tea
processing, rice mills, palm oil;

Most of primary agriculture commodities should be processed
to scmi and finished goods, marketed domestically or export
abroad, ' .

3,02, Mineral-based industries : .

For the ASEAN countries there scems great potentials
for the non-ferrous industrices

- Tin smelting & processing to fabrication; incl.tin-
plate: '
- Copper smelting & copper products, including.copper
wirces,
- Nickci smelting, ferro-nickel and nickel products. !
- Aluminium smclting, fabricating and alumini.m ;
products; ;

00-0./58'-
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Here again, instcead of cxporting ores or processced metals,
such metals should be refined and then be further pro -
cessed to semi-finished and finished manufactured goods.
The back-ward and for-ward integration process should take
place in scveral countries and should not necessarily be
concentrated in one country as the producer of such a- g -
commodity. Tin can be smelted in Indonesia, Malaysia and
Thailand, but the turther tabrication of tin in other re-
lated products could be done in Singapore or the Philippi-
nes; the same integration counts for aluminium production:
aluminium ingots could be produced in Indonesip, but alumi-
nium processing and fabrication can be done in any other
ASEAN country* also copper is not only produced in the
Philippincs and Indonesia, but further processing of copper
could be integrated forward in Singaporc or Thailand.

es.,
By processing the primary commodities to scmi-finished and fi-
nished manufacturecd goods, a whole chain of new industrics could
be triggered off; if this intcgration process could take place
in all the § ASEAN countries, the markets will be widened domes-

tically as well as expanded for exports.
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High Value-added Industrics.

The added-value in industries is caused by several factors,
usually favourable for the country; this also has to face
constraints.

Factors deiermining value-added industries are amony others:

a. availability of labour or skills, related to human re-
sources;

b. technology that varies from high-technology to interme-.

diate or appropriate technological content;

c. favourable industrial climate determined by the avail-
ability of physical infrastructure, a set of favour-
able laws and reqgulations, the presence of a capital
market or growing domestic market besides potential
exports;

d. other factors, such as foreign-exchange savings devices.

The constraints are

a. a high import-content of industrial materials, semi-
manufactured goods, mineral fuels, capital goods,
especially machinery & equipment for expanding in-
dustrial capacities;

b. a secured level of imports sustained by sufficient
foreign exchange made available for the importation
of said products;

c. the cost of technology which can be extremely high
for the payments of the various technological inputs,
such as patents, licences, expertise and the cost
for- research & development usually linked with trans-
fer - prices of imported industrial raw materials,
and the cost of marketing including trade-marks.

d. a highly competitive atmosphere due to availability
of finished import or products manufac¢tured by other
countries; '

e. trade barriers consisting of quotas, tarrifs or non-
tarrifs practices;

f. a high level of productivity.

In a countries wherc natural resources are poor or inadequa-
te, such as Singapoure, the establishment of high valve-added
industries is the only way to expand its industrial base;

_the industrial-pattern of this country rep?esents a model

of high-value added industries. The.import and expcrt pat-
tern is almost the same consisting of consumer's goods
industries, chemicals, capital goods industries and indus-
trial raw materials or semi manufactured goods,
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Singapore is moving towards high technology and highly
skilled -oriented industries and cveating a favourable
industrial climate; countrics with abundance of labour

are stil) basing the establisliment of their value-added
industriecs on the comparative advantayge of-its labour
content such as lIndonesia, Thailand and the Phillipines.
Textiles, printing & publishing, electronics, ship-repairs,
metal working and machineries,assembling operations{trans-
portation equipment) are some of those industries, however
they have a high import content; a combination of highly
skilled technology and labour content of high-value added
industries, such as chemicals, basic industries:

basic metals, iron & steel, electronics & electrical
industries is another Batch of potential value-added in-
dustries within the Avan Region,

Some of the value-added industries are overlapping the
resource based industries, the energy-oriented industries,
chemical industries or the processing industries, in vari-
ous degrees. Nevertheless it is still usefull to classify
the high-value added industries as a seperate category

and they should be treated also seperately with special
attention.. The high value-added "industries are very sen-
sitive to any change of the favourable factors mentionecd
above and can easily be off-set by any of the constraining
factors. This category of value-added industries is there-
fore considered as the last item of industrial categories -
after mentjoning the energy-oriented industries, the chemi-
cal industries and the processing industries. Each of the
ASEAN countries will have to determine for itself what
branches of high value-added industry is favourable for its
own country's interest; but it will also seek industrial
cooperation in those branches of high-value-added if there
is a common need and an industries common interest in

view of ASEAN export potentials and expanding external mar-
kets; a combined effort of a series of high-value added
industrial branches with forward or backward integration
processes could be considered as possible and feasible
ASEAN high-value-added industries.

We may conclude that high value-added industries for
possible ASEAN industrial cooperation inciude :

1. Metal and Engineering Industries;

2. Electronics & Electrical industries;

3. Machinery & equipment (capital goods);

L, Transportation & Communication equipment;

5. Miscellanecous manufactures and manufactured goods,

especially Technology-oriented Iindustries.
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5. Import - ﬁnhjljlg}gi :

Industeial growth in the ASEAN countries in the last 2 decades

were primarily based on import-substitutes.

The natural growth of Industry is an cextension of imports of

almost cverything, from consumer's goods to industrial raw ma-

terials and capital goods. The growing domestic markets were

the stimulus towards rapid industrialization. After 2 decades

a4 common pattern emmerged @ the 5 ASEAN countries have reached

the stage that most of the consumer’s goods previously impor-

ted, are nov domestically produced through various ways : by

national companices, by joint-ventures and through direct Fo-

reign investment. This shift brought however a shift in the

pattern of imports : consumer's goods are less ,imported while

the import for industrial raw materials rose substantially;

the import-substitution formula didn't work along the import-

savings formula per unit cost, rather towards a substantial

increasing demand for consumer's goods that were imported

before. The propensity to consume for such consumer's goods

as subtitutes of imports is increasing, putting a hecavy.pres- ,
“surce on the balance of payments and the availubility of forcign z
exchange for import payments. 5
What should be the best strategy towards import-substitution ’
for the ASEAN countries ? B ‘

5.01. Complimentary to domestic industries of each country.

Improved standard of living and increase in population .
in the ASEAN countries requires not only increcasing g
quantities of goods and service, but a wider varicty

of goods and an improved quality as well. This trend
stimulates industrices to cxpand their production capa- ,
cities on the one hand, but also promote the estab-

Lishment of new industries producing different Kinds
of goods in cach industrial branchs, or promote the
diversification of producing new goods and of better
quality on the other hand.

The [ree market system provides the consumers with
more goods and morce choices of the diversified goods.
This trend is visible in the food-industrics, in the
textile industries and building materials industrices
for housing, the tree branches of industrices that are

meceting the basic needs of the people

a, In the consumer's goods industrics, the stratepy
for the ASFAN Countrics is Teavin{ the further
grovth of this scctor of industry to the individu-
al country, in tcerms of deciding whether cach coun-
try wants to producc themselves consumer's goods
or to import from the ncighbouring countries.

No incentives for common schemes should be en-

couraged,

T

/ 62.-

[N [ |
I 1T 1 I o ! ! i I ! [ ! [ f [




b.

Common scheme for the ASEAN countrics should be
focused on the production ol industrial raw ma-
terials, cither semi-finished goods or [inished
manufactured coods but not for final consumption.
The industrial branches under this catagory arc
amonyg others

- Petrochemical products for supplying industri-
al raw materials lor the textile industries
(artificial fibres and dyes), for the pharma-
ceutical industries. for the plastic goods in-
dustrics, for the packaging industries, for the
paint industries, for building materials indus-
tries, for consumer's houschold industries, in-
secticides formulation plants;

- Industry mineral-bascd industries for refracto-
rics scrving the cement, glass and -ceramics in-
dustries, the refining units and smelters, the
estates-industries, such as sugar mills; for
industrial raw materials serving the pulp & pa-
permills, glass & ceramics industries, chemi-
cal industries:

- Wood-bascd industries supplying industrial raw
materials {or building materials industrics,
for furniturc, for fixturcs, for paper-products,
for houschold articles, sports goods, cducatio-
"nal cquipment,. parts and components for the tex-
tiles industrices:

- Agro-based industries for the food & beverage
industrics, tor supplying industrial raw mate-
rials for ropes. bags, for the textile industri-
es , using natural fibres, for garments, for
handicrafts and home industr.es.

Besides industrial raw materials, common ASEAN
schemes should be covering the capital goods in-

dustries in such branches as

- Machineries & industrial equipment;

- Components & parts: .

- Tools and dyes:

- Machine tools of all kinds:

- Transportation cquipment for land, sca and air-
transport:

- Complete factories and modern plants;

- Heavy cquipment for carthmoving and landclearing
purposc, road building and construction;

- Electrical equipment and goods;
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Regional Scelf-reliance.

This idea of regional sclf-reliance is a strong urge
for indcpendence on the one hand, of pride and con-
fidence on the other hand; if cach country of the
region is unable to achieve a considerable degree of
independence, the substitute is vegional sclf-relian-
ce by pooling together all resources available.

The A.I.Projects, such as the Urea plants are the
right choice in this dircction of regional sclf-reli-
ance in terms of production capability utilizing
ASEAN's own resources and for supporting the agricul-
turc scctor to be self-supporting in food production.
As 2 region,ASEAN wants to be sclf-reliance into main
ficlds :

a. Food,

b. FEncrgy. .

In ovder to achicvo sclf-reliance in food and cnergy,
the industry should be able to support fully these 2
sectorst industries supporting agriculture should be
tackled together. -such as the following industrial

“branches @ .-

- Agriculturce machineries and cquipment for agri-
cultural input through the mechanization process;

- Fertilizers, pesticides and other chemicals for
agricultural inputs through intensification pro-
grammes* :

- Complete factories for agro-based industries, such
as factorics for palmoil, sugar factories, vegctab-
lc 0oils. tea processing, and the further processing
for agricultural primary commoditics;

- Complete plants for food-processinf industrics;

- Machineries and heavy cquipment for landclearing,
for irrigation, for preparing and conservation of
soil for agriculture production; .

- Post-~harvesting cquipment, refrigeration and pre-
serving equipment:

Sclf reliance in cnergy for the ASEAN region are cover-
ing the following industrial branches :

- Service équipment for own-shore and of-shore’dril-
ling of petroleum and natural gas;

- llcavy cquipment for mining of coal, transporting
and distribution facilities:

-  Electrical equipment for small hydro-clectric power

. plants- -

-~ Machinerices and equipment for production and ge-
nerating of biogass and hiomass;

- Cquipment instrumcats and tools for exploration and
intensive surveys including systemic and airphoto-

graphy’
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Social Needs

With rapid cconomic growth in the ASEAN countries,
the social needs will be increasing in+ficlds such

- as cducation, formal and non-formal cducation, in

ficld of medical services, in ficld of arts and
culture, in recreational activitices, in worships

to God. in the nced for better housing, buildings

for social services, in travcl and mobility of the
population and many morc social activities the na-
tional, regional and local level. To meet the de-
mand of such social services, the various industrial
interprises should be able te produce the goods and
services that are required to meet the social demands.
Most of the industries cengaged in supplying social
needs arce domestically oriented; few will serve the
ncighbouring ASLEAN countrics or arc exporting abroad.
Such industrial branch arc as follows :

- Printing and publishing of printed material for -
ceducational and training purposes;

- Educational & training cquipment and aids;

- Mcdical cquipment, instruments and tools for
hospitals and other medical centres, usually
highly specialized services;

- Recreational facilities, such as qport cqu1pmcnt
sport goods and asscssories: designing swimming
pools, golf courts, sport halls and stadium;

Within ASEAN industrial co-operation, technical
assistance programmecs among the ASEAN countries
should be encouraged; by exchanging experts and
fellowships, transfer of knmowledge, of know-how
and skills could be acquired that in turn could
improve the existing domestic industries as men-
tioned above. scerving scveral fields of social
needs. ’
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Development Goods.

The import components for development goods and,
cquipment is increasing at a rapid rate as long

as cconomic development takes place in the ASEAN
region., Many of the industries mentioned under
paragraph no.1, {fall also under this catagory.

The development of natural resources, the deve-
lopment in the ficld of agriculture, of fishery,
of forestry, of animal husbandry, rcquire indus-
trial products- the development ol physical in-
frastructure, such as roads, harbours, airports,
bridges, of electrical power gencration and dis-
tribution, of watersupply and irrigation, of land-
clearing, of humun settlements, of town.and city
planning, urban renewal, sewages, waste disposals
and many more of such activities require also dec- .

- velopmental.goods, heavy equipment, tools, ins-

truments -and many other capital goods.

Such industries arc already identified under pa-
ragraph no.l and nced only some additional list

of relevant industrial branches that producec de-
velopmental goods., '

Although one can not expect that all the required
development goods will be produced in the ASECAN
countrics, at least the principle of increasing the
local --.content should be accepted, besides the
principle of progressive of manufacturing,

License agrcements can play a very important rule,
since through manufacturing by licenses, the do-
mestic and national industries could improve their

productive capacitics, .

/66,.-
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Chapter V @ MEASURES,

This chapter will consider varicus measures of 1ins- ,
titutional and promotional nature to cnhance ASEAN '
industrial cooperation. It will deal primarily with
policy measures that should be taken in various ficlds;
. these policy measures reflect the intention of the res-
pective Governments in the 5 countries of ASEAN on the
one hand, common policy mecasures that should be formula-
ted within the scope of ASEAN itsclf by the competent }
bodies on the other hand, policy measures are covering i
the following activitiles

A. Policy measures of a general nature :

1. Common Investment Policies.

2, Tariff Preferences : intra-and extra regional
trade,

3. Administrative Infrastructure

4. Physical Infrastructure :

- Transportation § Communication,.
- .Public utilities : power, water, gas, ctc.
- Location of industries.

5. Social Infrastructure dealing with human settle-
ments (housing), educational facilities, medi -
cal centres, etc.

6. Co-operation in Technology acquisition, applica-
tion & generation.

B. Policy measures of a specific nature :

1. Harmonization of Industrial Plans

2. Common policy on Industrialization, 1including
utilization of specific natural resources.

3. Obtaining Financial Resources for Industrial

Policy measures of a general nature is important, not
only for industrial dcevelopment but also for other other
development activitices Trelated to agriculture, energy,
mincrals bhut also related to transpprtation & communica- f
tion, and trade matters. Policy measures of a specific j
nature are dealing exclusively with matters related to

industrial development, but still in close connection ,
with the policy measures of a general nature¢; both poli- |

cy measures are actually intertwined and some cases cven ‘
difficult to seperate onc from the othetr. [t is within

this general frame work that these policy measures are

consideved very important to be taken in order to enhance
industrial cooperation. ‘ g

Financina. ‘
4. Access to export-markets for ASEAN Industrial ~ ,
godds, :
5. Dialogucs and joint-negotiation, in the industri-
al field,
6. New forms of industrial cooperation. !
|
(
i
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Ad A Sub.1. Common Investment Policics.

The 5 ASEAN countries have their own investment laws :
and regulations covering both domestic and foreizn
investment.  Especially when dealing with forcign
investment, the respective-institutions dealing with
investment cvq.board of Investment should have its re-
gular meeting to coordinate policies which might attect
cach of the ceuntry, but that requires also common po-
. licy to deal collectively with matters related to in-
) vestments, such as taxation, incentive schemes, loca-
tion of investment projects, tariffs, transfers, licenscs,
royalties,repatriation of capital,joint-venture arrange-
ments and the like. The institutionalization of the va- ;
rious Board cf Investments within ASEAN is recommendable, i
besides taking common stands-with regard to specific is-
sues, especially related to ASEAN Industrial Projects,
ASEAN Industrial «complementation Scheme, and other ar-
rangements for closer industrial cooperation.
Special attention should also be given to the problem of
technology transfer and the financing of industrial pro-
. jects through foreign investment, and investment made by
one ASEAN or more countries in another ASEAN country.
ASEAN as a region should attract foreign investors in new
ventures in one of the ASEAN countries ,lcaving the option
to choose which country to the investor himself.
The case of Singapore is an example of re-deployment of
industries ordiverting interest from Singaporc to Malay-
sia or Indonesia.
Specific scheme of tackling the investment problems col- '
lectively is desirable at this junction, making ASEAN i
as a region still attractive to foreign investors, '

PRSDEETESSE N
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Tarif Preferences @ intra- and E€xtra- Regional Trade
Aspects.,

The process of industrialization in the ASEAN countries
will folluw tha existing trade pattern which has changed

‘overnight. Considering the market outlets for industri-

al products, one can not escape from the present trade
pattern of the region. There is a very close relationship
between trade and industry.

When thinking about cooperation in the field of industry
among the ASEAN countries, it is assumed that industrial
projects should find their markets :

I'."within the respective country itself;

2. inter-regional trade within the ASEAN countries as an
economic region;

3. through extra-regional trade, outside the ASEAN region
such as with the EEC, USA, Japan, Australia and New-
lealand.

When mentioning import-substitutes, it should also inclu-
de import substitutions for the region as such and not
be limited to one particular country; when referring to
edport-industries, both inter-regional and extra-regional
trade should be covered.

The products of import-substitution industries and the
export-industries should be traded within and outside the
ASEAN region, When dealing with trade within the ASEAN
region, the ASEAN Prefential Trading Arrangements should
be taken into consideration; but when dealing with trade
outside the ASEAN region, we have to consider aspects of
GATT, of UNCTAD and the General System of Preferences(GSP).

ASEAN Preferential Trading Arrangements.

The declaration of ASEAN Concord signed in Bali on 24 Feb-
ruary 1976, provides that ASEAN member countries shall
cooperates in the field of trade in order to promote deve-
lopment, and the growth of new production; to improve the
trade structure of individual states and among countries of
ASEAN; to increase their foreign exchange earnings.

The preferential trading arrangements will act as a stimu-~
lus to the strengthening of national and ASEAN economic
recilience, and the development of the national economies
of the member states by expanding investment and production
opportunities, trade and foreign exchange earnings.

Within this contact on February 24, 1977, the Governments
of the Philippines, Malaysia, Singapore, Indonesia and
Thailand signed the agrcement on ASEAN Preferential Trading
Arrangements, where trade preferences will be extended to
each other through the adoption of instruments, as may be
appropriate, for ASEAN trade expansion. :

73 I
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The Preferential Trading Arrangements shall be applied to
basic commodities, particularly rice and crude oil;pro -
ducts of the ASEAN industrial projects; products for the
expansion of intra ASCAN trade; and other products of
interests to ASEAN Mcmber States.

It was agreed that the instruments to be employed in fa-
cilitating the expansion of trade among ASEAN member coun-

tries would include : .

l. Llong-term yuantity contracts. )

. Purchase finance support at preferential rotc.

- Preference in procurement by Government entities.
Extension of tariff preferencies.
Liberalization of Non-tariff measures on a preferential
basis. ’

6. Other wmeasures.

-

»

Long-term quantity contracts shall apply to sclected products
subject to specific agreements negotiated among the Contrac-
ting States or their nominated agencies. The time frame may
be three years to five years, depending on the products and
quantities to bPe agreed upon, subject to annual review.

Purchase finance support at preferential interest rates may
be applied to either exports to or imports from Contracting
States of selected products of ASEAN domestic origin.
Preference is also granted for eacH transaction net excee-
ding US § 2.,5. Million; before the ceiling was US § 500.000.

An effective ASEAN margin of tariff preférence should be
accorded on a product. by-product basis.,

Where tariff preference have been negotiated on multilate-
ral or bilateral basis, the concessions so agreed should
be extended to all contracting States on an ASEAN most -
favoured nation basis, except where special treatment is
accorded to products of ASEAN industrial projects. Tariff
preference of upto 10% are not extended to 20-25%.

The first batch of tariff concessions covering 71 items have
been already implemented with effect from January 1, 1978
and negotiations for further exchanges of concessions are
being undertaken regularly.

To date (1981) about 6500 items have been implemented, while
on the whole 8.529 items Fall under this scheme.

eero/70."
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In respect of products of ASEAN Industrial Projects, the
ASEAN Mcember States shall establis special preferential
trading arrangcemeénts which shall be embodied in supple-
mentary arrangements.

Such supplementary agreements shall include the provision
that trade preferences shall be ekxtended exclusively to

the products of the ASEAN industrial projects within agrecd
time frames and subject to such other conditions as may be
set forth in the supplementary agreements.

The ASEAN Preferential Trading Arrangement gives provision
for. emergency measures. If, as a result of the implementa-
tion of the agreement, imports of a particular product eli-
gible for preferential trading arrangements are increasing
in such a manner as to cause or threcaten to cause serious
injury to sectors producing like or similar products in the
importing Contracting States, the importing Contracting
States may suspend provisjonally and without discrimination,
the preference included in the agreement.

Since none of the projected ASEAN Industrial Projects at
present is operative, this clause on.PTA has not been worked
out in detail and has not been implemented yet; nonetheless,
it will be useful once the ASEAN Industrial Projects arve

.starting to produce and the products will be traded within

the ASEAN countries. At a recent meeting of ASEAN Economic
Minister in Kuala Lunpur, Philippines prepared project on

and Thailand's project on - and have been
agreed upon for further implementation,

As regard to products of the ASEAN Industrial Complementa-
tion scheme (AlC), the Basic Agreement provides for some
accomodation;

(5) The products in a AlC package shall qualify for pre-
ferences, in accordance with the Agreement on ASEAN PTA.
(6) During the period of exclusivity, special preferences
- outside the Agreement on ASEAN Preferential Trading
Arrangements (PTA) can be granted such as mandatory
sourcing and recognition of local content, applicahle
only to specific countries,

Ceneral System of Preferences (GSP),

When dealing with extra-regional trade of ASEAN * t: al
products, we have to consider the applicability vhe GSP
to ASEAN conditions. The export markets for ASL . industri-

al products will be centered around the industrialized coun-
tries : EEC, USA, Japan, Canada, Australia & New Zealand,.
Would the GSP be able to improve ASEAN exports to these
countries ?
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The main objective of the GSP scheme is to assist the
devcloping countries in increasing their exports, pro-
motiny industrialization and accelerating their economic
growth and development. The preferences given are non-reci-
procal, non-discriminatory and generalized., The GSP beni-
ficiaries are all developing country members of the Group
of 77, including the ASEAN countries. The basic princip-
les of the GSP scheme arc : product coverage, including
industrial products, depth of tariff cuts, rules of origin,
and safeguard mechanism. In reviewing progress made during
the last decade of thc GSP scheme, both the developing
and the developed countries are of the opinion that GSP is
a meaningful exercise; there are however still many pro-
blems facing the implementation of the GSP, such as an
increasing trend towards protectionim of donor countries
and the descriminatory measures against the various develo-
ping countries. Only a few developing countries have had
the advantage to be able to make considerable use of GSP,
whereas the majority of the beneficiary countries have not
yet been able to take sufficient advantage from the scheme.
The expectations had sofar not been fulfilled, due to of
the rigidity of many -rules related t6 product coverage,
rules of origin, uncertainty, insufficient information for

-collection, evaluation and dissemination of GSP regulations.

If the ASEAN countries are really starting exporting their
industrial products to the developed countries, they should
make use of any opportunity given by the GSP scheme to im-
prove their export proceeds. The GSP scheme is an interna-
tional acceptable scheme, the advantages should be explored
thoroughly and.ASEAN countries may make full use of this
scheme to boost their industrial exports in the near future,
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Although each of the ASEAN countries has its own burcau-

cratic problems to overcome, in the long-run administra-

tive barrviers should be removed, standardizad procedures

adopted, closer cooperation among public administration

institutions encouragced, common approuches adopted to the

various law systems , acceptance of common nomenclafures

in the administration of tariffs, of finance, of mobility )
of pcople, of goods and other scrvices, that should gradu-

ally be straightened out heading for a common languiage for

each specific field in the ASEAN countrices; during this pe-

riod of transition, the common use of the English language

is already one big advantage and should be reflected in other

aspects of public administration touching sensitive arveas

such as laws, customs, sovereignty, human rights, and a whole

body of laws regulating economic and trade activities. This . |
administrative infrastructure is a precondition for smoothe-
ning cooperation among the various official agencies, non-
governmental organizations and other private associations,

the various mectings among tead of States, of Ministers of
common fields, Directors Generals and Secretaries in the
official meetings for senior officials, and many other work- -
ing groups at different levels, constitute already a common
working relationship that is admirabie.

The results of such institutional arrangements should be .
follow-up in policy measures and acticns to be taken in the
respective field of activities and transformed into concre-

te and positive steps or common regulations, Ministerial

decrees or administrator instructions; these regulations é
should be the foundation and the administrative infrastruc-

ture for smoothening the ASEAN aparatus and mechanisme

that should regulate administratively ASEAN common intcrest.

|
i
i
This general framework of administrative infrastructure !
should be able to accomodate the specific requirements of i
industrial administration dealing with aspects of industri- |
al development that needs spec1a1 attention, ;

Sub.4, ﬁhysical Infrastructure,

Industrial development requires a specific industrial loca- %
tion and site when set up an industrial project; this site
or"Location-specific" of an industrial project, especially '
if such a project is substantially large, requires physical
infrastructure that ultimately will determine whether such
a venture is technically and economically viable; the cost
of investment for such an infrastructural requirement could
be substantial and the question might arised as who is pay-
ing ultimately for the social cost of such infrastructurec ? g
‘The ASEAN Urea Fertilizer project is a good example for an

additional cost for establishing the¢ necessary infrastruc- |
tural requirements, such as harbour facilities, roads,

water supply and electrical power, in the Province of Aceh |
in North Sumatcra where the location is selected because

of the availability of natural gas as the main feedstock

for producing urea.
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The provision of physical infrastructure is the main res-
ponsibility of a nation cencerned: the country should
provide such infrastructural facilities and by doing so,
can uttract industrial investment since the project will
make use of the Yeconomies'" crcated by the existence of
the inrrastructural facilities. The respective countrices
of ASEAN should well aware of this obligation; unless the
country itself is willing to build-up its infrastructural
requircnents, it will otherwisw weakened its position for
attraching -industrial investment vis a vis the other
ASEAN countries where the infrastructural facilities are
provided,. Singapore as a city-state is in a favourable
pocition to provide infrastructural facilities; on the
other hand countries with a vast area consisting of so .
many 1islands, such as I[ndonesia and the Philippines are

in a more disadvantageous position with regard to supply-
ing the necessary infrastructural facilities.

Especially when an industrial project is 'Location-speci-
fic'" because of its reclative comparative advantage of ha-
ving a specific natural resource, such as natural gas or
industrial minerals for cement production, producing rather
bulky products, infrastructure will add to the total cost
of investment and may in some cases even prohibitive high
and hereby discouraging the project to Be implemented in a
specific location or site.

F L ]

The ASLAN Committee on Transport and Communications (COTAC) :
has cmbarked already in a very extensive activity in the i
field of Land Transportation, Shipping & Ports, Civil Avi-
ation, besides Post & Telecommunications,

Hunderds of projects are already tabled : in various stages
of impiementation as a proposal, approved by ASEAN, on-going
project, long-term continuing stage, aboundened or completed
fully and is now opcrational.

Their cfforts certainly will bear fruit in the course of the .
time: cspecially when looking in long-term perspective, no {
doubt that by the year 2.000, the countries of ASEAN will be !
linked closer and better among themselves and with the other ;
countries through 1land, sea and air communication, besides ;
through the postal services and telecommunitation network., :

mE o Ta e

In the field of energy which is also an important input in ;
industrial development, the ASCAN Committee of Industry, !
Minerals and Energy (COIME) especially in the field of ener- . !
gy is still in aearly stage of development., :
During the first meecting of ALM on Energy Cooperation in Bali
September 1980, three approaches were proposed on energy coo- !
peration : :
- A long-term approach particularly directed towards the
development of alternative energy resources outside oil;
- A medium-term approach aimed at increasing exploration
and development activities of oil and gas in the region,
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- A short-term approach relating to such measures as expan- i
ding the scope of the emergency petrolecum sharing plan
and the establishment of the ASEAN Petroleum Securtty
Reserve. S

Institutions dealing with energy cooperation are :

- . ASEAN Cooperation on Petroleum(ASCOPE) for oil and gas ;

©omatters: »

- COIME to deal with other sources of energy which huave o
reached the commerciual stage;

- COST to deal with energy sources which are in the research
and development stace.

Within this context, a meeting of ASEAN fleads of Power Uti-
lities/Authorities held in Jakarta 13-14 April 1981 agreed !
on both the institutional framework and modalities of co-
operation in the field of electrical power development.

10 substantive areas/projects have been ideptified for co-
operation : micro-hydro power development; computer appli-
cation; interconnection of electrical grids; research, de-
velopment and engineering; training; geothermal power de-
velopment: nucleaur power for electrical power gencration;
rural and urban electrification; standardization of eclec-
trical equipment; setting up of an tlectric Power Informa-
tion lentre.

Much of the ground-work for formulating prograommes in the
field of energy has been laid down which give sufficient
assurance for industrial development that the infrastruc-
tural requirement for electrical power has bcen taken care
of; since a long-term approach to the problem hus been also
adopted, sufficient attention is already given to ensure the
required electrical power in the ASEAN region for the futurc.

B 2 T S U U

Sub,5, Social Infrastructure,

AT AT ———

When we considered that a industrial project is '"location-
specific"” such a project has another impact on the immediate
surroundings ; social impact that requires a sufficient

’

social infrastructure. The social infrastructure consists of:

1. Human scttlement aspccts:
2. “Productivity related to human resources development cfforts.

Both aspects on human resources are very importaat for indus-
trial development., An industrial project requires the inputs
of human resources 1 during the pre-investment stage, during
the construction stage, and during the operation of the plant;
different people are needed for the three stages of industrial
project implementation. Facilities for human sctticments
should be provided : decent housing facilities and facilities

. for social needs, such as religious services, recrcational
facilities, educational facilities for the children, welfare
institutions to take carec of the social welfare requirements,
oto
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in short tabour and emplovees ave requiring more and more
elements of '"quality of life” zad such facilities should
be provided in this modern worlz of industrial progress,
even if the project is located “ar in the hinterlund and

isolated from the world.

Another aspect of human resourcs development deals with pro-
ductivity; this is again relz::zd to the above mentioned wel-
farc facilities on the onc hani, the efforts to improve his
productivity through various incentives, including salarics
and training opportunities, oen the other hand.

)

3

It is primarily the responsibility of a country in the ASECAN
region to take care in general :f the human resource develop-
ment, in particular the. industrial project concerned; but here
again common programmes could instituted within the ASEAN
context to improve the human resource development activities.
Common training and upgrading rrogrammes in a wide variety

of skills and technical know-hcw, is one way of common in -
terest, :

Exchanges programmes among the ASEAN countries is certainly
encouruaged, such as inplant ané in-service training in fac-
tories and its auxialeries activities; 1in management science,
industria *management and enginsering, besides exchange pro-
grammes in technological requirszments for each industrial

branch, )

.
-3
e3
-
H

oc.-vc-/76o-

on

e

e+ vem e e —pa




¢t

Sub.v.

-76-

Co-opceation in Technological Acquisition, Applicatiocn &
OpC et L optcdl ¢ 1 1L nos

Generuation,

The ASEAN Comittee on Science & Technology since Junce 19850 to
the carly part of 1981 has been active in many fields, such

as rescarch in protein, food technology, food waste materials,
climartic statistics cnvironment, marine science, non-conventio-
nal encrov. )

Orty rvecently the 5th Meeting of Cost adopted the Plan of Action
on Scicence and Technology for Development consisting of the
following programme areas ’
1. Food Science & Technology

2. Encrgy & Natural Resources Development

3. Manufacturing industries, Transportation & Communications
4. Health & Social Development

S. Science & Technologv Infrastructural Development.

The relevant activities related Industrial Develepment are the
following items : Food Waste Materials, Fpod Technology, Ferro-
cement, Marine- , Forest- and Mineral Resources Management &
Utilization, Low cost construction materials, Materials Pro-
cessing and Standardization of Steel & Steel Products.

These programme are in various stages of implementation.

Within this context of COST, hopely that more programmes will
be devoted to industrial developmert, either directly or in-
directly.

What are actually the areas of common interest for the ASEAN
Region in terms of Technology transfer ?
The transfer process can take place from countries outside
ASEAN to the ASEAN'region, or among the ASEAN countrics
themselves. -
When dealing with technology transfer from outside the Region,
advanced technology and appropriate technolosy should
be our aimj; but when dealing with technology transfer among
the ASEAN countries themselves, then endogenous technology
should he our goal or the further transfer or advanced techno-
logy from onc ASEAN country to another, and within one country
itself to a region and to certain localities.
Advanced tcchnology should be transfered in the varies indus-
trial branches, such as space technology (aircraft manufactu-
ring), petrochemicals, ferrous & non-ferrous industries,com-
puter technology: examples for transfering endogenous tcch-
nology are technologies that in the course of centurics and
decades, the ASEAN countries have fully command those technolo-
giesm such as in some of the processing industrics of Agricul-
tural commodities crumb-rubber, palm-oil, sugar refining, vege-
table oils, but also processing of some of the non-ferrous me-
tals, such as tin,
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If advanced technology, appropriate technology and endegenous
technology are the technologies to be transfered directly re-
lated to cnhancing industrial development, the second ques-
tion arises us rC”lld to technological capacities and infra-
structure. For 1ndu5trlaf_ae\clopmcnt there 1s a need ol di-,
rect transfer of technology to the industrial plants that re-
present a typical spectrum of technological inputs, and through
technological infrastructure : Resecarch Institutions, Universi-
ties, .lLlaboratories, Development Centres, Data Banks, and many
more institutions that absorp the technology first, then adopt
and adapt, before applying the technology and if possible even
generate and develop further the transfered technology.

Two areas should be streNgthehed then

First the immcdiate application of the transfered technology
within the industrial plant or enterprise itself;

Second the technological infrastructure that received the trans-
fered technology, adapt to local conditions and then applied
that part of the technology which is approprlate to the situa-
tion of each country or to each case.

This capacity building is very important for a rapid growth

of the industrial scctor and should be persued seriously in
action programmes and feasible projects.
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Possible Arcas of Co-opecratijon.

what

7

are the possible area of cooperation between advanced countries

;lnd t].L’ ASI‘ \\: ?
There arce a number of concrete possibilities of cooperation bOtWOC
advanced countricvs and ASEAN in technology transfer :

de.

Government sponsored Pro;ect Assistance and Technical Assistance
Frogrammes. )

The Governments of advanced countries have and are still giving
Projcct Assistance and Technical Assistance on a bilateral arra-
ngement to the Governments of the ASEAN countries.

Under these Kind of Assistance Programme, some of the cooperative
scheme in he field of industry could be intensified, ranging [rom
surveys, Feasibility-Studies to actual financing of industrial
projects, providing experts and consultants, giving fellowships
and scholarships for training and education, and funding for
strengthening institutions that can promote, stimulate and ren-
der services to small and medium size 1ndUstllal enterprises.

A whole scheme of co-operative programmes under this Kind of
official assistance should be worked out.

Private to Private Arrangements :

"ASEAN in cooperation with advanced countries should sponsor ce-

operative programmes in various forms :

i. Affiliation Programr < :

- Between enterprise to enterprise;

Between Universities or educational and training instituti-
ons; -

Between similar manufacturcrs associations;

- Between uoncultlnw companies rendering services to in-
dustries:

Between professional ‘groups or associations, such as
engineecrs and managers;

- Between industrial research centres or institutions.
Between enterprencurial groups.

ii, Joint - Ventures

- ASEAN, Multinational Companies that should be able to
operate in more then one ASEAN country in promoting busi-
ness ventures, ttJng up business enterprises, rende -
ring 1ndu>t11al services, encouraging enterprencurial,
development, and bhuild institutions that should cncou-
rage industrial Cirms:

- ASEAN Industrial Consulting Companies that can pool
experts from the region, operate through branch offices
in the countries of ASEAN, and render industrial con--
sulting services to snall and medium business enterpri-
ses:

cccoa./79-'
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iv,

- ASEAN Training Centres that can offer upgrading courses,
Uraining in industry or in-plant training in existing
Industries, in fields such as industrial management, in-
dustrial engincering, industrial exteasion scervices and
the like;

Industrial Liceasing Acreements

One nain aspect of transfer of technology is in the ficld

of ligenses, of patents, of industrial sccrets, and indus-
trial preperties. The ASEAN  in cooperation with advanced
countries should encourage the peaceful transfer of such as
tecnnology that those countries have developed in the course
of the time its industrialization process and be willing now
to transfer this patents and industrial properties to the
countries bf ASEAN.

There is a number of devices to formulate this transfer pro-
cess and with the guidance of the international agencies,
such as UNCTAD and UNIDO, rarrangements should be made in
order to accelerate the transfer process of technology.
Once private business is willing to transfer technology
through above mentioned arrangements, the process of indus-
trialization in the ASEAN countries will be speed up. '

CASEAN - Data Bank and Information Centres

Information is the cheapest way of technology transfer.
An ASEAN-Industrial Data Bank should be set up to tch care

of information to be exchanged, dessiminated to industri-
¢s, to Kkcep them up to-date and to be well informed about.
technological progress in other countries. )

Links should be established between the main information cen-
tres of the advanced countries with similar information cen-
tres in the ASEAN countrics, and be accessable directly to
business.

Other ways of Coopcration between Private to Private :

Such as the re-deployment progress of industries where ad-
vanced countries are not interested anymore and industries
could be redeployed to ASEAN countries through private
arrangements,
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B. Policx_‘

ad.1l.

Ad.2,

Measures of a Specitic Nature.

Harmonization of Industrial Plans.

Each of the 5 ASEAN courntries has its own induserial plan
expressed in different ways. This nlan can be part of

an overall plan as in the case of Indonesia, it could be
provlaimed as one part of a policy measurce on investment,
such as the case of Singapore, it canl over a long-term
periocd, medium-term or even a short-term period ot 1-2
vears., The ASFAN countries are heading towards a more in-
tensive approach towards industrialization; a more active
policy towards industrial Jdevelopment is persued. There
is therctore a neced for harmenization of these I[ndustrial
Plans, within the ASEAN regicn to achieve the following
goals and objectives : ’

1. To exchange information on industrial plans in order
to get well acquanted with each other plan and learn
from each other information about future projections
in the development of industrial branches in the re-
gion;

2. To exchange information on specific industrial projects
in each country that might affect the future outlook of
another ASEAN country in our speeific Industrial Branch;

3. Within the framework of each Industrial Plan, to study
the feasibilities for common interest in the implemen-
tation of certain policies measures or specific indus-
trial projects; .

4, Within the scope of re-deployment process or re-struc-
turing of industries, exchange information on how to
meet such changes and take the necessary steps for re-
aligning and adjustments in the respective countries;

5, To have regular revicews on the various national indus-
trial and plans exchange information and experiences
regarding certain problen areas:

6. Study the affects of technology, of changing markets,
of increasing capacities and levels of production, pri-
ces and 1limited funds on the implementation of future
industrial projects:

Common Policy on Industrialization.

Usually when Industrial Plans are implemented, either by -
the public or private scctor,or according to a certain
fiscal year by the Government in power, many policy mea-
sures are issued and regulations made for the actual im-
plementation of such Industrial Plans.

Such policy mecasures or regulations of a legal nature
affect the process of industrialization in cach country.
From the experiences gained by one country, anothcr coun-
try of ASCAN may lcarn or take lesson, or even consult
cach other for the repercusion of such policy measure and
follow a common policy or stand. Therc are arcas of
common intecest that may stimulate for talling a common poli-
cy on some specific issues,




A whole body of regulations and a number of institutions in-
volved within the scope of Industrial administration, could be
developed among the ASEAN countriv.,. The objectives of such

common policy may cover the following items

I. Laws and repgulations cencerning industrial 10&Jt10ﬂ indus-
trial estates, industrial pdlks, industrial zoning, site re-
qulrenents, cnvironmental impact, and other considerations
related to location and sitc-spcci(ic of an industrial pro-
jevt: .

2

2. Technology transfer covering licenses, patents, royalties,

Industrial properties, research & development activities,
but also technology transfer through human resources by
training, exchange of experts, - lilzation policy towards the
utilization of expatriates, in the field of industries and
more specific related to an industrial project;

Industrial relations dealing with labour-management relations
collective bargaining, tripartit arrangements, work conditions,
wage policies, workers § associations, trade unions, labour
laws, etc, mobility of labour & management personnel, etc.

o3

w

4. Governncnt intervention in monopoly practices, monoplistic
competition and unfair business practices;

n
5. Industrial licenses covering a wide variety of permits
from establishing and operating an industrial enterprise
until the actual operation of such an endeavor, when
expanding or closing down the industrial plant.
e
ts:
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Ad.3. Obtainine Financial Rescurces for Industrial Financine.
2 ¢ R UAnane iy

Whiat are the sources of tinancing industrial projects ?
External redources and domestic sources

A. Extcernal Resources of Financlno

1. Foreign [nvestment.

Industries in the ASEAN countries are usually under-
taken by the private sector with some exceptions.
Since the 5 ASEAN countries are opened for Forcign
investment, have their own investment laws and regu-
lations, it is obvious that the largest financial
source for industrial projects is foreign investment.
The equity capital is usually in hands of the Foreign
partner which could also get equity participation fron
a domestic partner in a joint-venture enterprisc; the
loans should be acquired on an-international basis
from many private interrational banks for coping with
investment outlays, whereas the working capital re-

quirements can be taken care by local banks or foreign
bank as well,

2. Long-term loans for capital investments : E

There are two main sources : ’

a. Official loans given by Governments, such as the
case of financing the AIP by the Government of |
Japan; :

b. Loans from lending agencies, such as IFC an affi- !
liate from World Bank, or ADB; the ASEAN Finance
Corporation, a financial institution that will be
set up with the purpose of financing ASEAN indus-
trial projects:

3, Grants and soft loans for Technical Assistance projects:

Here again arec several possibilities

a. Through bilateral assistance programmes of which
the ASEAN dialogues with certain countries proved’
to be possible;

b. Multilateral agencies such as UNDP, ESCAP, UNIDO,
UNCTAD, ILO,ctc: ~

¢c. Non-governmental-organizations could provide also
Technica. Assistance, such as the Chambers of i
Commerce & Industry (ASEAN-CCI),

. o a—p——
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B. Domestic Sources .

o g~

§ To compliment the external resources:-of financing indus-
trial projects, a local component is usually required
for which local resources shouid be ‘used;




Domestic ivestmaents

The equity participation of existing companies is one
source of financing, usually matched with bank loans
or loans from financial institutions or corporation
{(non-bank);

Covernment Budocet

In special cases, the Government can provide for some
of the finuncial resources through an allocation ot 1its
annual budget, but administered by seperate agencics;

Development Banks and Financial Development Instituions

or Corporations : .

Local development banks but also local financial corpo-
rations are the main sources of industrial financing.

They can contribute to the investment requircments under-

_taken for ASEAN industrial projects;




Ad. 4.

ACooss to Bxport Mavhkets.,

The traditional pattern of trade between the ASEAN countye:
es with the outside world is bascd on exports of primary
commodities; tin, rubber, palmoil, timber products and '
pepper just  to mention g lew export products.The tradition.
markets because of its colonial past has been Western Lurc
this pattern is changing drastically : the commoditics tin.
now their markets in Japan, USA and the countrics of the
Pacitic Basin. This shift in geographical distribution ot
ASEAN export commodities have also changes the countyic's
outlook towards their new trading patners .for which most oy
their products now find their outlets. ASEAN prospective
markets are the Asian countries, lead by Japan followed by
South Korea, llongkong and in the future China; also
the other Pacific couintries, lead by the United States with
Canada in the Northern - hemisphere, and Australia and New-
Zealand in the Southern hemisphere.

The EEC countries are still belonging to the'old custoumers”
for coffee, teca, cacao, palmoil and pepper, but they are be-
coming more and more marginal in terms of volume as well as

in total expert receipts. s
Nevertheless their estabiished position in ASEAN export trade
is still important, since they are also taking care of furthe
trade with other European and Socialist countrics. {
If we consider the ASEAN countries as the nucleus in Asia,

in a broader setting covering Japan, China, , Hongkong
and South Korea, this part of Asia has been doing well thesc
years despite the rccession in Kestern Europe and United ,
States : .

GNP.Growth (The Asiaun Wall Strcet Journul) 29 Scptember 1981,

1980. 1981. 1982. ;
Japan. 4,2% .15 5% ‘
China. 5% 3.5% 4.54% ,
Singapore (GDP) 10.2% . 9% 8.53
Hong Kong (GPP) - 10% 8% 7%
Philippines 5.4% 4.5% 5%
Indonesia (GDP) 9.0% 8% 8%
Thailand  (GDP) 6.3% 6% 6.5} '
South Korea -5.7% 0% 8: ¥
Malaysia 8% 7% 7.5%
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This traditional exyort pattern in terms o! primary commo-
dity exports shoull be changed gradually; these commoditi-

es should be further processed in the ASEAN countries them-
selves  into semi :d tfinished manufactured goods, adding up
substauntially to tiz valuc-added portion of the export trade.
The timber product should be produced into firmished timber
products, plywood, wvencer, sawn timber, ‘pulp & paper, furni-
ture und other woecl-based industrial products; the processed,
refined and fabricited 1nto all kinds of finished industrial

. at the same time working upstream to cap-

products downstre
ture the total valve-added that could be obtaincd by proces-
sing those primary »roducts industrially. Two main lines of
industrial products should be developed :

1. The agribusiness covering the agricultural sector, the
agro-industries until reaching the final customers is
one sery of inZustrial activity that could be deve-
loped:

2. The non-ferrous industries covering the upgrading & pro-
cessing of the areas, the refining into ingots or pure
metals, until the fabricatlon into industrial goods or
finished consuzmers goods:

But once those traditional primary commodities have been
transtformed into seni- and finished manufactured goods, the
problem of access to the market is becoming a real crucial
problem that should be overcome ever since.

The process of industrialization producing first as import-
subtitutes for the dcmestic markets, will soon be followed
by exporting those industrial products; a whole sery of :
industrial goods will come into the market, while the pro- ;
cess of industrializztion takes place at a rapid rate. Here
the problem of access to the markets of the industrialized
countries will be even more accute. If trade among the ‘
ASEAN countries have been improved by the ASEAN Prevential ‘ |
Training Arrangemenis of some 2.000 commodities, trade with
the industrial natians should also be guaranteed by achemes
that are the results of efforts of joint-consulations or
dialogues with the industrial countries: ASEAN with the
EEC, USA, Canada, Japan, Australia and New-Zcaland. )

e = —— g
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Joint Consultations & Ncgotiations : The ASEAN Dialogucs.

ASLEAN has started with a  serie of useful dialogues with
the industrialized countries, Are those dialogues fruit-
ful and what are the concrete results, especially related
to industrial development.,

. . n

Let us start with Japan .

a, Financing the ASEAN Industrial Projects. : !
This is-a real success: Japan has promised to finance the !

AIP and it did: Indonesia’'s ASEAN Urca Projoct started
already by Japan, The same terms and conditions of tinan-
cing the package tor ASEAN Urca Projects are in the pipe
Yine for financinz : for Thailand the Rock Salt-Soda Ash
project and the Copper processing plant in the Philippines.

1 P
e oty pladee to Dinnnce hognan resources development pre-
Juets such as o \ |
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Indonesia - Develepment of SKills for small and Medium enter-

: prises:

Malavsia - Sub-cengineering skills in steel industry, heavy
industry and computer science;

Philippines-Project in Agro-industrices, small and medium cn-
terprises:

Singapore Institute for Continuing Occupational Development

Thailand -~ Natural Cas & Petro Chemical Training & Rescarch
Centre.,

t

Above projects related directly to industrial development
has been agreedsby both sides : ASEAN and Japan; implemen-
tation will soon start. .

Still in aprepatory stage : ASEAN Centres for Appropriate

~Technolouy (ACAT).

Next to Japan, some co-operation with the EEC has been achieved;

Industrial Confrences on a sectorial basis in : chemical indus-
e ia e 2 T ¥ . . - hd

tries; engineering industries, energy industries, electrical and
electronic industries, and resource based industries;

Science & Technology : two-years programme of 2.8 ECU for
fellowships, experts, seminars and studies.

Securing funds for large scale industrial proujects from
INTERACT.

With Australia some progress has been made on prOJect which are
indirectly related to industrial development.

The ASEAN Food Technolocy Research and Development Project,
to improve quality of 1ife through the adoptation of appropriate
food processing technology:

ASEAN proposed US$ 5 million for pre-feasibility and feasibility
studies of possible regional projects in industry, mincrals

anH eneragy: Australia suggested specific praject proposals.

New~Zealand interest in industrial development is very llmxtcd

only onc single project has becn endorsed sofar;

Research & Development of Ferrocement : a seminar/workshop to be
held in Indonesia;

The United States and Canada are interested in other fields of
cooperation but industrial development.

The ASEAN-dialogue proved to be useful; some results of those
consultations bear fruits in real terms. The EEC countries re-
presenting Europe, Japan and its neighbouring countries South
Korea, - and Hongkong, later China representing the Asinn
countries, and USA and Canada as countries along the Pacific Ocean
In the ortern Hemisphere, are the largest potential trading
partners of ASEAN: other LOntinCHtS, such as Africa and other
regions, for instance the Middle-East and South-Asia, might also
be potential market for ASEAN products and pObSlblllthS should

be explored for closer ‘trading and industrial relationship,
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A further potential partner in progress are the multilateral
agencics ¢ UNDP, ESCAP scfar but also IERD vith the [FC, the
ADR,UNTDO, ILO and other UN bodies could cooperate with ASEAN
on a regionil or sub-regionul basis, not only in capital assis-
tunce but also in technical assistance programmes.

110190/88."
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Ad.o.

New Forms of Industrial Ceoperation.

The main patterns of industrial cooperation : the ASEAN
Industrial Projects and the ASEAN Industrial Complemen-
tation and continuced schore should be eoxtended, while

new devices and improvements should be made to make then
mcre realistic -and workable. Both schemes are aiming at
prodiicing  typical ASEAN products, cither for ASEAN donmes-
tic consumption or for exsorts. The products should be

Jabeled "Made in ASEAN". rroduced in one ASEAN country like

Urea, or forming one singi2 package to produce onc single
product like the automative Industry Package within the
Industrial Complementaticn scheme.

Besides the 2 schemes, there should be other forms of indus-
trial. cooperation, .

Such schemes "should be based on a multi-product basis insteadl
of one single ASEAN product.

1. The ASEAN multi-product scheme should cover multiple
‘products thut are Tinked or grouped together through
coopcrative efforts. The range of products is un -
limited, each product stands on its own merit, the pro-
duction capacities are in more then one ASEAN country,
they are inter-related because of technology, integra-
ted backward or forward, belonging to one industrial
branch according to ISIC but can cross the different
branches of industries as well; agribusiness for ins-
tance covering the entire range of wood-based industries
products in Indonesia, Malaysia, Philippines and Thailand.

2, ASEAN - Export Zoncs. . y

For setting purcly cxport-industries, ASEAN Export Zones
should be established with all the physical and adminis-
trative facilities which such zones required.
Such Zones could be set up in any of the 5 ASEAN countri-
es, provided that the country is willing to host such an
Export Zone. Within the boundaries of the ASEAN Export
Zone, priority should be given, to companies of ASEAN mem-
ber countries to joint the scheme. The industries set
up in the ASPAN Export Zone are buased on value-added,ma-
King use of any kind of technology as long as it has still
comparative advantages when combined with other factors

. of production, such as labour and capital; social over-
head and physical infrastructure should be beared by the
host country, :
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Chanter VI

Majeor Constraints to increased ASEAN Co-operation.

Thore are a nurber of vonstraints that ave {acing ASEAN
i the execution of its aims. Since its inception 1)
voears apo ASEAN remained predominantly a political
forum- as such it 1s-effective and is becoming .cven

more focal, especially facing recently the political
problem of Cawboia in international forum. )

The political will to co-operate is always there; the
various mectings at the Ministerial levels are constant-
ly held, procecded by meetings of Senior Officials and
the results of their proceedings are on paper very im- . h
pressive.  But when dealing with the implementation of
the resolutions made at the highest levels, the process
becomes slow und rather less effective.

What arc the major constraints ?

1. Administrative barries : burcaucracy.

The ASEAN Secretariat recently moved to a ncw buil-
ding; administrative and secretariat facilities are
sufficient to guarantce a smooth wofking secretari-
at. The bureaucracy is actually at the national or
country level. The national secretariats are facing
their own bureaucratic problems dealing with the ap-
propriate authorities in each field of activity.
Especially in the field of industrial development,
problems arc becoming even more complex, since the
development of the sector of industry is closely
linked to other sectors of activity: legal aspects,
financial administrations, physical infrastructural
requirements administered by other agencies, trade
cousiderations, social overhead, envirvonmental im-
pact, aspects of transportation & communication; the
implementation of the AIP is an exuample of such
burcaucracy, ASEAN Industrial Complementation scheme
i> another example: despite  so much ctforts trom
ASEAN-CCJ, the official umbrella in the form of
"Basic Agreement on AIC" just recently has becen secon- ;
ded at the Ministerial levél., It will take years to
implement the specific projects under this schenme,

2, Lack of Actions : lack of concrete plans & projects.

It takes years to preparc a plan, a programme or a
project; many conferences, meetings, sceminars, sym-
posiums, workshops are precceding the decision ma-
king process: once the decision has been made, another
series of surveys, pre-feasibility studies, fecasibi-
lity studies, project proposals, appraisal reports,
negotiating the financial terms, the setting up of
the executing agency, the legal aspects of the com-
pany, and the terms and conditions of the basic cons-
tract have to be followed, This pre-investment stage
takes 10 years for an industrial project, 3 more
ycars to construct the plan and it will be then in
operation,
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The entire plauning and proyramming phuase needs special

atrentiont it needs a sct of procedures, an institutio-

nal framwork to speed up the process and espectially when

cuiting to the project proposal and appraisal, the process

should be sccelerared.

Sugvested actions are .as follows

a. Setting up a planning & programming committee for
industrial development at the ASEAN Sccretariat;

b. Setting up & project management unit to deal with
specific industrial project following the industri-
al project cycle, from pre-feasibility studies, to
project proposal, negotiating the contract, cons-
tructing the plant, until commisioning the factory,
at the national level:

c. Establishing 1links betwecen ASEAN Secretariat with
the National Secretariats for the implementation
of industrial projects, also with the ASEAN-CCI
and the various Industrial Clubs.
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Private Participation Communication-gup between Govern- :
and Private Business.

In cvery ASEAN country there is felt a serious gap between
Covernront Aeepcies and the Private Busivess, usualty rep-
resented by the Chnaber of Commerce ¥ Industry ot through
other manutfacturerts assoeciations. What have been decided
at the ofticiai tevels, either at the Ministerial lovel or
at the Senijor Oificials level, filter slowly down to the
private scctor.  In scme case representatives ot the pri-
vite business have been invited to participate actively with
the ofticial wmeetings s despite these participations, the
relations between Gevermaeont Agencies and the Private Busi-
ness nceds considerable improvement. In the ficld of in-
dustry, the Governmeat should leave to the private scctor
to set up factories and industrial plants; but without
getting them involved directly, there will always be a
serious gap. . The following proposals is strengthen Covern-
ment-Private Business relations are as follows

a. Closer contact between the ASEAN Sccretariat and ASEAN-
CCI and the Industrial Clubs.

b. Closer contact between the Government Agencies concer-
ned with Industrial development, and the National
Chamber of Commerce & Industry or directly with the
various associations of manufacturers; when dealing
with matters related to industrial development within
the ASEAN context:

¢. Joint-consultations between Government and Private
Business cn specific areas of common interest;

d. More participation of representatives of the Private
Scectors in ASEAN officials meetings regarding indus-
trial development:

e. Joint-review on industrial progress on a regular basis;

Traditional Links. ;

Links amonyg private business in the past are important i
aspects to be considered in fostering relationship among

the ASEAN countries in gencral, amonyg business communitics

in particular, The colonial links between Indonesia and

the Netherlands, between the Philippines and the United
States, between Singapore and Malaysia, and the Commonwecalth
countries are well established business connections; husiness
links between the Chinese community throughout South Luast
Asia, Taiwan and Hong Kong 1is another strong nctwork to
recken with, All those traditional links are becoming real
ohstacle in establishing new links among ASEAN member coun-
tries, or among ASEAN and other countrics not belonging to
those traditional links.
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Business pressures wind changes in the cconumic conditions ?ﬁ
of tive world, will sradually break down those traditional e
inks: new relationship should be built up within the ASEAN
centexts  once the new linkages have been fivaly establish-
ed, while in the meantime the old colonial tinkages arc
breaking doun, the way is wide open Lor an acceilerated
arowth of business reluations among®the ASEAN countries.

At the same time. ! onsunmers demand for well established
products with well-Known trade-marks, should be changed to
new demands for ASEAN products and products of new indus-
trial enterprises set up with.n the ASLEAN scope.

2Cch-

Industrial development in the ASEAN regions will come up

with new industrial products that should tind their out-

let first within ASEAN and then to other countrics outside

ASEAN;  such new products should be accepted by the ASEAN
markets and 1its consuners. 1

S. Lack of Institutions, .

In-the ficld of industrial devclopment, there are a number
of institutions recently set-up under ASEAN contex to deal
with industries, such as the ASEAN-CCIT and -the ASEAN In-
dustrial Clubs, the ASEAN Financial Corporation that will
finance industrial projects, the various ASLEAN multi-natio-
nal Corporations for implementing the AIP's., These insti-
tutions are relative new and without real “practical ex-
periences in their own field of intercest.

If ASEAN is really starting to industrialize at a rapid

rate, more institutions arce required; especially tinancial
institutions dealing with the financing of industrial pro-
ject, which should tap the capital from free Euro-, "Asia-,

or Petro dollars. Besides special industrial finance insti-
tutions, ASEAN need institutions working at the plunning,
‘programming and project level, institutions that take care

of transfer of technology aspects, tnstitutions [or research
and developrnent suited to the specific conditions of the

ASEAN countries, industrial training institutions, industri-

al consulting institutions, industrial designers, industrial
standards institutions, and many more ASEAN sponsorcd insti- e
tutions that can support and strengthen cxisting industrial i
institutions, '
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CHAPTER VIl ¢ SUMMARY & CONCLUSIONS,

7.0, Starting from the hypothesis ‘underlying the gencral frame-
work of industrial development in .(he ASEAN countries as
mentioned in-chapter I, we may summarize our findings as )
follows :

- the continuous balance betwee population growth on the
one hand and the proper utilization of the natural re-
sources and human resources on the other hand, is high-
ly dependent upon available capital of financial resour-
ces both domestic and external; this critical factor
ultimately determines whether a resource-gap exists or
be closed so as to avoid any offsetting of the balance
‘mentioned above and forms the host important constra-
int in industrial development of the ASEAN countries,

- one way of developing the natural resources and human
resources effectively is through the process of in- .
dustrialization; taking into account the possibilities
of setti'ng up both domestically import-substitution
industries and export-oriented industries against an
expanding intra-regional and extra-regional trade pat-
tern, as well as a growing domestic market because of
higner standards of living and increasing populations
within the ASEAN region; irdustrialization is feasi-
ble and therefore recopmendable; :

- to accelerate the process of industrialization, coope-
ration among the ASEAN countries is a pre-condition that
should be adhered to and pursued seriously by adopting
various policy measures and building the required ins-~
titutions by each of the ASEAN member countries and by
ASEAN themselves collectively. ’

-~ trade barriers among the ASEAN countries themselves and
trade barriers in the countries regarded as the main
trading partners should be removed in order to secure
a contin'ous growing market which in turn secures a con-
tinuous and growing industrial production by the ASEAN
countries. . , .

- one may conclude that under such circumstances, while

lookihg into the future of the ASEAN region, industri-~

. alization and cooperation in industrial development
among the ASEAN countries is a mpust and a conditio sine
qua non; various scenarios ultimately should lead to one
main target of achieving economic growth at a reasonabl.
rate within the region of ASEAN which politically should
maintain its stability and its neutrality, and should
form an umbrella for a continuous and undisturbed proce:
of industrialization, .

cno-/‘)h.‘




7.03.

The ubjectives facturs dotermining the pattern of ASEAN,
such -as the potential natural resources, a large popula-
tion pottern, the strategic position in this part of the
world, shouild be fully utilized to achieve optimal results
from etforts where such objective factors are combined and
conplimented with ¢rternal resources, such as capital, tech-
nology and market conditions, such efforts towards dcvelop-
ing potential resources do not come automatically, but
should be pursued as a deliberate step by taking positive
policy measures followed by actions in the various fields,
espucially by promoting the establishment of industrial
plants and factories along the line as suggested in this
study.

Priority setting is necessary in view of the constraining
factor is financing along programmes of short-run, medium-
range or long-term views; the sequential development of
various branches of industries should also be considered
besides. the integration process and determining economies
of scale.

The employment aspect should receive serious consideration
since this aspect should cover both impact on direct em-
ployment creation in the various related services indus-

tries..
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Annual OQutput of Total ASEAN Consumption, Largest Consumption in ;;e Agg;g‘
a Plant of mini- Country., ~
Industrial mum Efficient ) %) ) %)
Project.  Size. ‘. 1970 1980 1990 1970 1980 1590
1 ) 2 3 4 5 6 7 8
1. Soda Ash _
(103 tons) . 360 116 210 504 bl 104 164
2. Ritrogenous
Fertilizers
(103 tons) 360-400 312 1,067 1,822 120 559 998
3. Fhosphatic
Fertilizers
(IO3 tons) 250-300 130 416 702 37 153 269
Newsprint . . '
(103 tons) ove’r 500 175 534 893 7N 225 379
Steel billets '
(IO3 tons) 2,000-3,000 3,200 7,700 12,200 1,000 2,000 3,000
Passenger cars . )
(103 units) 500-1,000 108 284 4o | 34 80 126
Small diesel engines
(103 units) 250- 300 62 225 388 48 90 132
Ordinary Sheet Glass . _
(103 tons) over 100 64 157 250 21 47 73
Carbon black ) *
(103 tons) 50-80 .25 53 81 8 " L
Typewriters :
(10% tons) 100-200 1"y 330 543 24 4s 66
1. Transformers : . R
(103 tons) 5-10 28 33 88 " " 30
12. FPower cables
(103 Al conduc-
tor tons) 1-5 9 28 73 4 9 22

%) Estimated values; Sources :

lumpur (1977), p.17-18.
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