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FOREWORD

Ambassador Shyam Saran
Chairman, Research and Information System for Developing Countries (RIS)
and ASEAN-India Centre (AIC) at RIS

ASEAN-India Centre (AIC) at RIS has been involved in organising interactions
with think-tanks, particularly from the ASEAN region. The Roundtable of ASEAN-
India Network of Think-Tanks (AINTT) has become an annual event, which is
the realisation of an idea put forward by the former Prime Minister of India,
Dr. Manmohan Singh, at the 7th India-ASEAN Summit. In 2012, RIS was given
the task to convene an interaction among think-tanks and provide a platform
for sharing of views, ideas and proposals aimed at strengthening ASEAN-
India relations. Convening the Roundtable of ASEAN-India Network of Think-
Tanks (AINTT) since 2012 is an important project that has been implemented
successfully.

India-ASEAN relations have witnessed remarkable growth in recent years. At
the ASEAN-India Commemorative Summit 2012 in New Delhi we elevated our
relations to a Strategic Partnership. Our relations have received new momentum
under the Act East Policy. The relationship is set to deepen in days to come as the
two sides step up their collaboration across a range of economic and strategic
issues, including trade and connectivity, culture, people-to-people contacts,
trans-national terrorism, and maritime security. With ASEAN and India working
towards establishing a Comprehensive Free Trade Area through the Regional
Comprehensive Economic Partnership (RCEP), their cooperation will be key to
promoting political stability and economic prosperity in our shared region.

The Third Roundtable of AINTT, which was held at Hanoi, Vietham on 25-
26 August 2014, discussed a number of key issues that are relevant from the
point of view of deepening ASEAN-India relations. Representatives of think-
tanks presented several ideas, which, we are certain, would be found useful
by policymakers and other stakeholders, who are working on deepening the
economic ties between the two partners. These are now presented in a single
volume which can be a valuable reference for scholars and researchers as well.
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The organisation of the AINTT Roundtable and the subsequent follow-up
activities have been undertaken by the ASEAN-India Centre at the RIS. I wish
to commend Prof. Sachin Chaturvedi, Director General of RIS and AIC and
Dr. Prabir De, Coordinator of AIC for their unremitting efforts to institutionalise
this initiative and to ensure that the Centre plays an increasingly important role
in promoting all aspects of India-ASEAN relations. I would like to record my
appreciation of the efforts that have been put by my colleague, Dr. Prabir De and
his team at AIC, in putting together this volume. The Roundtable of AINTT has
provided us new ideas and suggestions in deepening the ASEAN-India Strategic
Partnership. I am confident that the Network will meet more frequently and
make significant contributions to strengthening the relationship between India
and ASEAN.

[ am sure the Proceedings of the Third Roundtable will be a valuable reference
for policymakers, academics and practitioners.

July 2015

Shyam Saran
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PREFACE

Prof. Sachin Chaturvedi

Director General, Research and Information System
for Developing Countries (RIS) and ASEAN-India Centre (AIC) at RIS

Economic engagements between India and ASEAN have been moving
forward at a steady pace; still there are a number of challenges that need
effective policy interventions. The idea of organising the AINTT Roundtable
was envisioned in 2009 to bring together at this forum the think-tanks,
policymakers, scholars, media and business representatives to bridge the
knowledge gap. The purpose of the Roundtable is to provide policy research
inputs to governments of India and ASEAN countries on various areas of
future cooperation. RIS is the nodal think-tank from India for organising the
Roundtable.

RIS has been deeply involved in the process of strengthening ASEAN-India
cooperationsince 1992 when Indiawasadmitted by ASEAN as aSectoral Dialogue
Partner. The India-ASEAN Eminent Persons Lecture Series was launched in
December 1996 to facilitate people-to-people interactions to complement the
evolving partnership between the two regions. The ASEAN-India Centre (AIC)
has been established at the RIS for undertaking research and fostering policy
dialogue for continued interaction for strengthening ASEAN-India Partnership.
It has also brought out a number of publications and organised important
events on various aspects related to the process of ASEAN-India cooperation.

The first Roundtable on ASEAN-India Network of Think-Tanks (AINTT)
was held in 2012 at New Delhi. The second Roundtable was organised in 2013
at Vientiane, Lao PDR and the third Roundtable took place in 2014 at Hanoi,
Vietnam. As in the past, AIC at RIS is bringing out the Proceedings of the
Third Roundtable for wider dissemination among all stakeholders. I am sure
you would find the contents of the Volume interesting and useful inputs for
deepening the ASEAN-India partnership.

July 2015

Sachin Chaturvedi

vii






ACKNOWLEDGEMENTS

The Proceedings of the Third Roundtable on ASEAN-India Network of Thinks-
Tanks (AINTT) has been edited by Dr. Prabir De, Coordinator, ASEAN-India
Centre (AIC) at Research and Information System for Developing Countries
(RIS) with the assistance of Dr. Durairaj Kumarasamy, Consultant, AIC and Mr.
Sunando Basu, Research Associate. We are grateful to Ambassador Shyam Saran,
Chairman, RIS and AIC for his continuous guidance and encouragement. We are
thankful to Ambassador Anil Wadhwa, Secretary (East), Ministry of External
Affairs (MEA), Government of India and Ms. Pooja Kapur, Joint Secretary (ASEAN
Multilateral), Ministry of External Affairs, Government of India for their support
and cooperation. We are also grateful to Ambassador V.S. Seshadri, Vice-Chairman,
RIS and AIC and Prof. Sachin Chaturvedi, Director General, RIS and AIC for their
cooperation. We are thankful to Ambassador Gurjit Singh, Ambassador of India
to Indonesia and Timor Leste; Ambassador Preeti Saran, Ambassador of India
to Vietnam; Ambassador Suresh Reddy, Ambassador to ASEAN; Mr. Nikhilesh
Giri, Counsellor, Indian Mission to ASEAN; and the ASEAN Secretariat for making
the participation in the Third AINTT Roundtable comprehensive. We gratefully
acknowledge the assistance provided by Prof. Ngo Xuan Binh, Director, Vietnam
Academy of Social Sciences (VASS), Hanoi and his team in organising the third
Roundtable. We would like to, in particular, acknowledge the support from the
Indian Embassy in Hanoi, Vietnam Institute of Indian and Southwest Asian
Studies (VIISAS) and VASS for their cooperation without which the Roundtable
would not have been a success. We are grateful to the participants of third
Roundtable of AINTT for their wholehearted participation and support.

The third Roundtable benefitted from work done in support by the RIS
Administration. Ms. Ruchi Verma coordinated the production of the Proceedings
and Mr. Sachin Singhal designed the Proceedings. Ms. Kiran Wagh extended
secretarial support. Views expressed in the proceedings are those of the
participants of the Roundtable and not the views of Governments of India or
ASEAN countries, Research and Information System for Developing countries
(RIS), ASEAN-India Centre (AIC), ASEAN Secretariat, or the Vietnam Academy of
Social Sciences (VASS). Usual disclaimers apply.

ix



AADCP
ACIA
ADB
ADBI
ADMM+
AEC

AIA

AIBC

AIC

AICF
AIFTA
AIG
AINTT
AISF
AISP
AITTA
AMF
ANU

ARF
ARTNeT
ASEAN
ASEAN+3
ASEAN+6
BIMSTEC

BRICS
CATIF

CBTA

LIST OF ABBREVIATIONS

ASEAN-Australia Development Cooperation Programme
ASEAN Comprehensive Investment Agreement

Asian Development Bank

Asian Development Bank Institute

ASEAN Defence Ministers Meeting-Plus

ASEAN Economic Community

ASEAN Investment Area

Australia-India Business Council

ASEAN-India Centre

ASEAN-India Cooperation Fund

ASEAN-India Free Trade Agreement

ASEAN Investment Guarantee

ASEAN-India Network of Think-Tanks

ASEAN-India Special Facility

ASEAN-India Strategic Partnership

ASEAN-India Transit Transport Agreement

ASEAN Maritime Forum

Australia National University

ASEAN Regional Forum

Asia-Pacific Research and Training Network on Trade
Association of Southeast Asian Nations

ASEAN, China, Japan, and South Korea

ASEAN, India, Japan, South Korea, Australia and New Zealand

Bay of Bengal Initiative for Multi-sectoral Technical and
Economic Cooperation

Brazil, Russia, India, China, South Africa

Centre for the Advancement of Trade Integration and
Facilitation

Cross-Border Transport Agreement



CEA
CECA
CEPA
CICP
CLMV
coc
Ccoo
CPV
CSIS
DDA
DOC
EAM
EAS
ERIA
EU
EXIM Bank
FDA
FDI
FICCI
FTA
FTE
G20
GDP
GMS
GSM
GVC
[IAEA
ICT
ICWA
IDE
IFA
ILO
ISAS
ISEAS

List of Abbreviations

Cambodian Economic Association

Comprehensive Economic Cooperation Agreement
Comprehensive Economic Partnership Agreement
Cambodian Institute for Cooperation and Peace
Cambodia, Lao PDR, Myanmar, Vietnam

Code of Conduct

Certificate of Origin

Central Committee of the Communist Party of Vietnam
Centre for Strategic and International Studies
Doha Development Agenda

Declaration of the Conduct

External Affairs Minister of India

East Asia Summit

Economic Research Institute for ASEAN and East Asia
European Union

Export-Import Bank of India

Food and Drug Administration

Foreign Direct Investment

Federation of Indian Chamber of Commerce and Industry
Free Trade Agreement

Full-time Equivalent

Group of Twenty

Gross Domestic Product

Greater Mekong Sub-region

Geographical Simulation Model

Global Value Chain

International Atomic Energy Agency

Information and Communication Technology

India Council for World Affairs

Institute of Developing Economies

Institute of Foreign Affairs

International Labour Organisation

Institute of South Asian Studies

Institute of South East Asian Studies

X1



ISD
ISIS
IT-BPO
ITeS
JETRO
JICA
KIEP
KMTPP
LDC
LEP
LIPI
LLDC
MEA
MGC
MIEC
MIER
MISIS
MPAC
MRA
NAFTA
NAM
NASSCOM
NML
NTBs
NUS
OECD
OEM
OITF
0oP
PDA
PDF
PIDS
PMC
R&D

ASEAN-India Economic Relations: Opportunities and Challenges

Indonesia Service Dialogue

Institute of Strategic and International Studies
Information Technology-Business Process Outsourcing
Information Technology-enabled Services

Japan External Trade Organisation

Japan International Cooperation Agency

Korea Institute of International Economic Policy
Kaladan Multi-modal Trasit Transport Project

Least Developed Country

Look East Policy

Indonesian Institute of Sciences

Land-Locked Developing Countries

Ministry of External Affairs

Mekong-Ganga Cooperation

Mekong-India Economic Corridor

Malaysian Institute of Economic Research

Myanmar Institute of Strategic and International Studies
Master Plan on ASEAN Connectivity

Mutual Recognition Agreement

North America Free Trade Agreement

Non-Aligned Movement

National Association of Software and Services Companies
No-Man’s Land

Non-Tariff Barriers

National University of Singapore

Organisation for Economic Co-operation and Development
Original Equipment Manufacturers

OECD International Transport Forum

Object-Oriented Programming

Project Development Assistance

Project Development Fund

Philippines Institute for Development Studies
Post-Ministerial Conference

Research and Development

xii



RCEP

RIS

RKC

ROO

RVC

SEZ

SKRL
SMEs
SOEs
TDRI
TIVA
TKK Road
TPP

UN
UNCLOS
UNCTAD
UNDP
UNECLAC

UNESCAP

UNIDO
UNODC
USD
VASS
VIISAS
WTO

List of Abbreviations

Regional Comprehensive Economic Partnership
Research and Information System for Developing Countries
Revised Kyoto Convention

Rules of Origin

Regional Value Chain

Special Economic Zone

Singapore Kunming Rail Link

Small and Medium Enterprises

State-Owned Enterprises

Thailand Development Research Institute

Trade in Value Added

Tamu-Kalewa-Kalemyo Road

Trans-Pacific Partnership

United Nations

United Nations Convention on the Law of the Sea
United Nations Conference on Trade and Development
United Nations Development Programme

United Nations Economic Commission for Latin America and
the Caribbean

United Nations Economic and Social Commission for Asia and
the Pacific

United Nations Industrial Development Organisation
United Nations Office on Drugs and Crime

US Dollar

Vietnam Academy of Social Sciences

Vietnam Institute of Indian and Southwest Asian Studies

World Trade Organisation

xiii






SUMMARY

Third Roundtable on ASEAN-India
Network of Think-Tanks (AINTT)

The Third Roundtable on the ASEAN-India Network of Think-Tanks
(AINTT) was held on 25-26 August 2014 at Hanoi, Vietnam. It was
co-organised by the Research and Information System for Developing
Countries (RIS), New Delhi and the Vietnam Institute of Indian and
Southwest Asian Studies (VIISAS), Vietham Academy of Social Sciences
(VASS), Vietnam with the support of the Ministry of External Affairs
(MEA), Government of India. Mrs. Sushma Swaraj, Hon’ble External Affairs
Minister (EAM) of India inaugurated the Roundtable. H.E. Mr. Pham Binh
Minh, Deputy Prime Minister and Foreign Minister of Vietnam delivered
the Keynote Address. Prof. Dr. Nguyen Xuan Thang, President, Vietnam
Academy of Social Sciences (VASS) delivered the Welcome Address.
Ambassador V.S. Seshadri, Vice-Chairman, RIS, New Delhi delivered the
Special Address. During the inauguration, the AIC-RIS volume of the
Second AINTT Roundtable proceedings entitled “Dynamics of ASEAN-
India Strategic Partnership” was released by the Hon’ble Ministers. About
21 senior scholars and officials attended the Third Roundtable from the
representatives of think-tank of 10 ASEAN countries and India.

The Third Roundtable was organised under the theme “ASEAN-India:
Integration and Development”. There were three major sessions in
the Roundtable, each of which dealt with the key challenges facing the
Integration and Development between ASEAN and India: (i) economic
cooperation and integration, (ii) physical connectivity and soft
infrastructure, and (iii) investment cooperation.

In his Welcome Address, Prof. Dr. Nguyen Xuan Thang, Member of the
Central Committee of Communist Party of Vietham and President of
the Vietnam Academy of Social Sciences (VASS) introduced the AINTT
and provided contextual background to the collaboration between RIS
and VASS that helped organise the Third Roundtable on AINTT. Prof.
Thang stated that the Third Roundtable on AINTT was taking place at a
particularly special time because ASEAN and India will be celebrating the
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20th anniversary of the establishment of the ASEAN-India full dialogue
partnership in 2015, which is also a landmark year for officially launching
ASEAN Economic Community (AEC). Prof. Thang also stated that the
Roundtable would provide a precious opportunity for policy makers
and scholars from ASEAN countries and India to further contribute to
strengthening the ASEAN-India Strategic Partnership in the fields of
economic and investment cooperation, and physical connectivity and soft
infrastructure as well as envisioning future cooperation between the two
sides.

In her Inaugural Address, Mrs. Sushma Swaraj, Hon’ble External Affairs
Minister (EAM) of India emphasised the importance of connectivity
to the list of 5 ‘Ts’ that the Government of India is pursuing ‘Tradition,
Talent, Tourism, Trade and Technology. The EAM stressed that the
significance of connectivity is more than simply geographic linkages
between countries. It also involves institution-to-institution and people-
to-people connections. Even geographic connectivity becomes a stronger
concept with the inclusion of a multimodal approach that integrates land,
sea and air connectivity. Additionally, soft infrastructure would facilitate
trade integration and facilitation through joint transit arrangements.
She hoped that the AINTT Roundtable would be able to provide some
substantive recommendations on how to proceed further with this very
ambitious but vital agenda. She went on to mention the importance of the
connectivity projects that India has been implementing in Myanmar. The
Hon'ble External Affairs Minister of India also suggested that the linkage
of the economic space between ASEAN and India could be accelerated
by establishing production and manufacturing networks and creating
financial mechanisms to support this integration. Investment cooperation
could be given a boost by building up backend connectivity linkages,
whether in India’s North East and Eastern sea-coast or in the hinterland of
ASEAN countries along the corridors for physical connectivity. She hoped
that both ASEAN and India would begin work on drafting the next Plan
of Action for 2016-2021. The EAM wanted to bring greater attention to
meet the requirements on the connectivity agenda in all its dimensions,
and additionally in new areas such as education and vocational training,
healthcare and medical training, energy security and food security.

In his Keynote Address titled “Building a Stronger ASEAN-India Strategic
Partnership in the 21st Century”, H.E. Mr. Pham Binh Minh, Deputy Prime
Minister and Foreign Affairs Minister of Vietnam stated that the world
is moving towards a multi-polar and multi-layered setting with the
increasing trend of democratisation, and there has been much discussion
on “the Indo-Pacific” in recognition of the indispensable and inseparable



Summary

role of India as well as the centrality of the ASEAN community in the
future of the region. H.E. Minh emphasised the importance of working
closely together to ensure an open, inclusive, sustainable and transparent
regional architecture for peace and stability in Asia in today’s globalised
and interconnected world. He also stressed the need to do more to
forge economic and trade linkages in order to lay a sound basis for our
partnership, which is crucial to sustain the Asia-Pacific region as an
engine of global growth. He recommended an expeditious fulfilment
of the ASEAN-India FTA commitments, and the need to accelerate
negotiations to sign the Regional Comprehensive Economic Partnership
(RCEP) agreement.

Ambassador V. S. Seshadri, Vice-Chairman, RIS and AIC, in his Special
Address presented the relevance of an active network of think-tanks and
the objectives of the AINTT Roundtable. He also thanked VASS for their
support and cooperation in organising the AINTT Roundtable at Hanoi.

The Roundtable working sessions began with the Special Address by
Ambassador Anil Wadhwa, Secretary (East), Ministry of External Affairs
(MEA), Government of India who reiterated that India’s relationship with
the ASEAN countries continues to be the foundation of India’s Look East
Policy (LEP). Ambassador Wadhwa assured the audience that India would
continue to support the objective of an ASEAN Community by 2015, the
Initiative for ASEAN Integration for Narrowing the Development Gap and
the Master Plan on ASEAN Connectivity. Furthermore, he also mentioned
that ASEAN and India have a strong foundation of partnership across
the three pillars of political-security, economic and socio-development
cooperation. Ambassador Wadhwa informed the Roundtable participants
that India and ASEAN were about to begin work on the next Plan of
Action for 2016-2021. He, therefore, requested the AINTT participants
to provide recommendations, which could become action items for
such a Plan. Ambassador Wadhwa also reminded the participants that
the AINTT recommendations on the way forward would be circulated
to the participants of Delhi Dialogue VII and to the ASEAN and Indian
Foreign Ministers meeting ahead of that event. The objective of the
Third Roundtable was to bring together participants from 10 ASEAN
countries and India to share their ideas, perspectives and experiences
as part of efforts to promote ASEAN-India Integration and Development
in the context of ASEAN Economic Community (AEC) by 2015 as well as
East Asia Summit Community at a later state. Thoroughly a lively and
constructive discussion, the Third Roundtable of AINTT brought us
comprehensive regional cooperation and integration issues, not only
on the partnership between ASEAN and India but also on East Asia
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Summit (EAS) Group relations. In addition, the Roundtable also had very
stimulating discussions on various connectivity aspects of ASEAN-India
Strategic Partnership. Session-wise some major discussion points are as
follows.

Session 1: Economic Cooperation and Integration

8.

Economic cooperation and integration have become an important focus
on recent development discourse as ASEAN and India have experienced
economic growth and achieved significant improvements in income
equality, poverty alleviation and other socio-economic goals. Due to
ASEAN-India Free Trade Agreement (AIFTA), total trade between ASEAN
and India has significantly increased. However, there are many challenges
in economic cooperation that are prominently focused on this session,
such as regional trading architecture, production networks, financial
cooperation and other regional integration issues. The session was
chaired by Dr. Do Duc Dinh, former Director General of Vietham Academy
of Social Sciences (VASS), Hanoi. In this session, four panellists from the
prominent Think-Tanks participated. Some of the points discussed in this
session, are as follows:

Acquisition of knowledge, technology and knowhow is the most effective
way for a latecomer to benefit from trade openness and economic
integration. ASEAN countries and India have a lot to share and learn from
each other.

Setting up a committee in-charge of strategy implementation would
be useful. Robust consultation with academics, industry consultants,
and businesses MNCs (Japanese, American and European) can play an
important role. To foster learning, ASEAN and India need dialogues,
forums and conferences for sharing best practices, and for evaluation and
reflections.

The trade in services between India and ASEAN has high potential, but
remains largely unlocked. These services, particularly IT services, health,
tourism, education and financial services need institutional support.
From ASEAN, the Philippines has witnessed a steep rise in services
trade, particularly in the IT-BPO services. Several Indian companies have
opened offices at Manila in the last few years. The services trade between
India and ASEAN may rise sharply if ASEAN and India sign the Services
Trade Agreement and implement Mutual Recognition Agreement
(MRA) in several service sectors. Higher investment in infrastructure
covering the logistics and telecommunications sectors is also needed. It
is recommended that ASEAN-India Services and Investment Agreement
may be signed and the protocols may be ratified by the member countries.
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Philippines and India may negotiate for a separate bilateral services trade
agreement under WTO mechanism to facilitate services flow between
the two countries. There is also a need for deeper cooperation between
the government and private sector in developing human resources, for
example, skills that are relevant to the IT-BPO service industry.

ASEAN and India have to provide greater openness to FDIs and movements
of natural persons, especially through the ASEAN-India Trade in Services
and Investment Agreement. We should support the efficient mobility of
professionals between ASEAN and India under the Mode 4 of GATS. To
enable the movement of professionals across borders, we need to identify
detailed barriers to entry.

The ASEAN Economic Community (AEC) is a milestone and not a deadline.
In view of the formation of the AEC, India should undertake initiatives
to strengthen the economic relations with ASEAN countries. Currently,
the Regional Comprehensive Economic Partnership (RCEP) Agreement is
being negotiated among the ASEAN+6 countries. The government should
speed up the negotiation process of RCEP.

Aregion-wide FTAlike RCEP isalogical next stage for economicintegration
in the region. It would create more competitive production base, including
many potential economies yet taping the benefits of integration.

RCEP can be started by agreeing to less sensitive issues such as (i)
simplification and uniformity of Rules of Origin (ROOs), by taking into
account cumulative principle, (ii) simplification of trade procedures and
improving trade facilitation, and (iii) stronger economic cooperation and
technical assistance.

Simplification of trade rules and regulations through RCEP would
eventually generate higher trade in the region, leading to an increase in
higher economic welfare for the region.

Presently, India is not directly engaged with ASEAN through a regional
value chain (RVC). However, RCEP is likely to generate a stronger value
chain between ASEAN and India. Some of the areas where the value chain
between ASEAN and India may be developed are as follows: mining and
quarrying, textile and apparel, leather and footwear, basic chemicals,
pharmaceuticals, metals, auto components, and jewellery.

In production networks, most opportunities are upstream except for
petroleum products and jewellery. Efforts should be made to increase
‘upstreamness’ through greater forward participation. India has to
produce more intermediates for greater upstream use in the exports
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of other countries. At the same time retain and develop downstream
advantages, wherever possible, by accessing cheap raw materials and
intermediates.

Strict ROOs have been negatively affecting the trade flow and
prohibiting regional value chains to grow between ASEAN and India. It
is recommended that the origination criteria should be made flexible to
support development of the regional value chain between ASEAN and
India. Simpler ROOs are necessary for ‘cumulation’ benefits. Ideally, there
should be a single ROO in RCEP.

Product-specific ROO is fine, but it should not be impossible to follow, and
a lower RVC threshold is desirable.

‘Originating’ criteria should be flexible. Procedures to obtain a Certificate
of Origin (COO) have to be simplified and made more efficient.

Benefits margins of ASEAN-India FTA through the elimination of tariff and
non-tariff measures need to be raised.

Some broad recommendations of this session are as follows:

To encourage trade and investment, we should have ASEAN-India Business
Card, an educational exchange, and dialogue between the political leaders.

We need to develop stronger people to people contact through business
councils, business summits, sports and cultural exchanges, educational
exchanges, technological cooperation, twinning of universities and
research institutes.

There is no supra-national body to look after ASEAN’s customs union
and economic union. ASEAN Economic Community (AEC) along with
the implementation of rules and regulations of customs unions would
eventually facilitate the formation of the economic union in the region.
In this context, Economic Research Institute for ASEAN and East Asia
(ERIA) has conducted a study on RCEP, findings of which offer some
important lessons for ASEAN-India relations. Several other international
organisations, such as ADB, UNESCAP and OECD also conducted studies
on the benefits and costs of RCEP and TPP. We should examine the findings
of these studies.

There must be provincial-level cooperation for better implementation of
ASEAN-India FTA mandates.

The common three priorities are as follows: (i) complete the negotiation
of RCEP; (ii) improve the physical connectivity; (iii) develop regional value
chain.



Summary

Session 2: Physical Connectivity and Soft Infrastructure

9.

The focus of this session was on the challenges and prospects of ASEAN-
India physical connectivity and on soft infrastructure such as transport
agreements, customs cooperation, etc. Ambassador Pou Sothirak,
Executive Director, Cambodian Institute for Cooperation and Peace (CICP),
Phnom Penh chaired this session. In this session, six panellists from six
prominent institutions and think-tanks of ASEAN countries presented
their papers. The major discussions were as follows:

Develop the No-Man's Land (NMLs) at various borders into productive
economic corridors - assumes elements in GVC can be captured in NML.

More attention should be given to the soft side of connectivity - trade
facilitation, information exchange, customs cooperation as part of
larger modernised border authorities - presupposes no physical gap in
transport of goods across-border in the form of NML or like-NML and
institutional vehicles that reinforce soft infrastructure.

Presently, ASEAN and India face high costs of freight transportation.
Delays in transportation, both in terms of cost and time, have been
negating the benefits coming out of trade liberalisation. Soft connectivity
is therefore essential for smooth operation of hard connectivity between
ASEAN and India. It was suggested that ASEAN and India should negotiate
an agreement to cover issues like driving licenses, vehicle permission
to move across border, insurance, etc. Promoting traffic rights allowing
trucks to cross borders into other country’s territory and accepting back
haul cargoes-may require auxiliary measures.

Without necessary soft infrastructure, it would be difficult to attract
private investment. Moving forward, connectivity improvement would
lead sustainable development in coming years between ASEAN and India.

As the economies of the countries in Southeast and South Asia get further
integrated, the use of overland connectivity through Myanmar using the
GMS economic corridors, Asian Highway Network and the Trilateral
Highway will be more and more intensive. There is an urgent need for the
countries concerned to conclude a multilateral agreement which would
standardise all formalities. This would greatly benefit consumers in the
different countries of the region by way of reducing the prices of goods
and also by the timely transport of goods which often include perishables.

The border trade agreement, which was signed by China and Myanmar,
offers some important lessons and can be practiced between India and
Myanmar. In particular, Part VI of Article 25 of the Agreement offers many
lessons to Myanmar-India border connectivity.
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China is implementing a maritime silk route project. India must increase
concentration on the land connectivity between ASEAN and India.
Projects that need to be completed urgently are Trilateral Highway,
Kaladan Multimodal Transit Transport Project, air connectivity between
India and ASEAN-4 (CLMV), and the multimodal connectivity with
CLMV. It was recommended that Yargi and Monywa section of Trilateral
Highway, which is in very bad condition, should be upgraded to highway
standard. The Myanmar government is supposed to develop this part of
the Trilateral Highway:.

[t was also recommended that a study has to be undertaken for extension
of Trilateral Highway to Lao PDR, Cambodia and Vietnam.

ASEAN-India Transit Transport Agreement (AITTA) has to be negotiated
and finalised before the date of completion of the Trilateral Highway.
Since the ASEAN Secretariat is yet to take a decision on the AITTA,
countries that are implementing the Trilateral Highway, namely, India,
Myanmar and Thailand should negotiate a separate transit and transport
agreement among the three countries for seamless movement of vehicles
across the Trilateral Highway, which later can be extended to cover the
entire ASEAN region.

ASEAN and India should also negotiate a separate multi-modal transport
agreement to facilitate border connectivity and development of the
economic corridor.

Continue the capital mobilisation including the possibility of the
establishing a fund through a bank or specific financial institutes to
develop both physical and soft infrastructure between ASEAN and India.

Better logistics connectivity between ASEAN and India is very critical for
practical ASEAN-India partnership. If India wants to fully benefit from
the effect of enhanced connectivity in ASEAN, India has to upgrade its
infrastructure, institutional framework, and the capability of its domestic
logistics service provider.

Maritime connectivity is the key to higher trade and investment between
ASEAN and India. Thailand government is planning to set up a new port
in the southern sea-board of Thailand. Development of this port may be
facilitated, and it should be linked with ports in India and Indian Ocean.

According to simulations of ERIA, the North Eastern Region of India
would start getting benefits of ASEAN-India cross-border connectivity
by 2030 onwards.

While India has been working on some important connectivity projects
with ASEAN+6, the connectivity between India and CLMV has been very
weak.
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While negotiating transit transport agreement with Myanmar and
Thailand, India may also include Lao PDR, Cambodia and Vietnam, since
a Trilateral Highway would be extended to these countries eventually.

India shall undertake vocational training and capacity building for CLMV
countries, particularly with regards to connectivity projects. India shall
continue its generous support and provide technical assistance to the
Lao PDR in terms of physical connectivity.

Next round of ASEAN-India Plan of Action may include recommendations
made in past and present Roundtable of AINTT.

To ensure safe and secure maritime transportation, a cooperative dialogue
is very important among ASEAN countries and dialogue partners.

We need to strengthen cooperation to ensure maritime security and
freedom of navigation, and safety of sea lanes of communication for
unfettered movement of trade in accordance with international law,
including UNCLOS.

The safety of sea lanes is a must for a secured trade. ASEAN Maritime
Forum (AMF) should be the nodal agency to promote maritime
connectivity.

We also have to address the region’s common challenges on maritime
issues such as sea piracy, search and rescue at sea, marine environment,
freedom of navigation, fisheries, and other areas of cooperation.

ASEAN and India should prepare a contingency plan to meet all
eventualities that might arise in connectivity projects.

Security in the border areas, particularly between India and Myanmar,
has to be enhanced.

Session 3: Investment Cooperation

10.

The focus of this session was on areas relating to investment cooperation
between ASEAN and India. In this session, case studies, challenges and
opportunities in backend infrastructure development between ASEAN
and India were discussed. This session was chaired by Dr. Gilberto M.
LLanto, President, Philippine Institute for Development Studies (PIDS),
Manila. Five scholars from the ASEAN region presented their papers and
the major discussions were as follows:

All panel members of this session recommended that ASEAN-India
Services and Investment Agreement should be signed at the earliest.

An Investment cooperation agreement between Vietnam and India shall
be initiated.
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ASEAN is implementing ASEAN Investment Area (AIA), which is an
outcome of ASEAN Comprehensive Investment Agreement (ACIA).
ASEAN is undertaking domestic reforms in tandem with the AEC Score
Card. ASEAN is also implementing the ASEAN Investment Guarantee
(AIG) scheme. There are proposals to improve ASEAN-India investment
environment. With these measures in place, FDI between ASEAN and
India may be improved in coming days.

In ASEAN, India competes with Japan and China for investment. Bilaterally,
India has been investing in the ASEAN region for a long time. India’s FDI
in Malaysia, Indonesia, Singapore and Thailand have existed for decades.

India has to improve its own investment climate. The country has been
facing four major challenges in attracting FDIs: political challenges,
federal challenges, resource challenges and equity challenges.

There are many areas where investment from India may result in
narrowing the development gaps between India and ASEAN as well as
within ASEAN. Rising development gaps in ASEAN is an opportunity for
investment and integration. Diversity in ASEAN and India is an asset for
regional cooperation and integration.

There are many concerns about ASEAN-India FTA. Participants of
AINTT Roundtable were of the opinion that signing of India-ASEAN
Services Agreement may not generate effective results until and unless
Mutual Recognition Agreements (MRAs) between India and ASEAN in
different sectors are signed. Incidentally, India and Singapore had signed
Comprehensive Economic Cooperation Agreement (CECA) in 2005, but
no MRA has been signed till date. So far, ASEAN has signed MRAs in
architecture, legal, professional services, etc. India shall consider signing
MRAs in the aforesaid sectors with ASEAN in order to create a larger
market between them.

Mobilising financial resources to support connectivity projects for both
cross-border and backend linkages is a major challenge. Setting-up of
Project Development Fund (PDF) could be an important beginning to
build border connectivity, SEZs, attract investment and support SMEs.

The Project Development Fund (PDF) may support design, finance and
implement connectivity projects in the region. To start with, ASEAN and
India may take help of several banks and financial institutions, particularly
Export-Import Bank of India (EXIM Bank) with US$ 100 million as equity.

India and ASEAN have the century ahead of them. India’s engagement
with ASEAN paves the way for investment cooperation with East Asia.
There are huge opportunities in regional production networks, taking
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advantage of scale and specialisation. Given the lead that Japan and
China has in the region, India has much catching-up to do. Aggressive
networking with investment promotion agencies, business councils, and
private sector organisations is essential.

Session 4: Way Forward

11.

Being the concluding session, it summarised the discussions and
suggested a way forward in the three thematic areas discussed in the
Roundtable. This session was chaired by Ambassador V.S. Seshadri, Vice-
Chairman, RIS and AIC and there were four very senior panellists from
four prominent ASEAN Think-Tanks. The major conclusions were as
follows:

Most of the slow or lack of progress in trade liberalisation were attributed
to ASEAN’s hesitance and limited capacity to liberalise the region. ASEAN
indeed stands to benefit a great deal from services liberalisation and
trade facilitation. Also, rationalising tariff structure would improve
ASEAN'’s resource allocation and competitiveness significantly through
strengthening production network and supply chain.

Greater effort of ASEAN on capacity building and narrowing the
development gap in favour of less developed members would enable
ASEAN to have a concerted effort in trade liberalisation and enhance as
well as strengthen ASEAN centrality.

ASEAN would gain even more if all ASEAN members join TPP to enhance
ASEAN role in pursuing a balanced TPP and bridging RCEP with TPP.

India should play a more active role among all dialogue partners to
implement Master Plan of ASEAN Connectivity. ASEAN-India Services
and Investment Agreement should be signed and implemented. India
should take actions to achieve a trade target of US$ 100 billion with
ASEAN in 2015.

India should renew the momentum of Mekong-Ganga Cooperation
(MGC). This would strengthen the India-ASEAN relations.

Development of human resources, youth, trade fairs, cultural activities,
Nalanda University projects, etc., should be implemented extensively.

Maritime security is needed for a safe and secure trade in the region. India
and Mekong countries should introduce more direct air connectivity
between them.

There should be more joint studies among the members of the AINTT,
and the ASEAN-India Centre (AIC) was requested to undertake some
joint studies.

11
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ASEAN and India still have a long sensitive list (approximately 575 items).
Items in the sensitive lists have to be eliminated since trade in some of
these items has grown in recent years between India and ASEAN.

Trade facilitation has stronger impact than tariff liberalisation. Trade
facilitation has higher impact on countries export than import. ASEAN
and India, therefore, should undertake more trade facilitation projects.

By 2016, Trilateral Highway may be ready. Moving loaded trucks between
Mandalay and Yangon is not permitted along the National Highway (N1).
Therefore, the old Mandalay road shall be renovated with the help of
multilateral organisations such as The World Bank, ADB, etc. Myanmar
Ministry of Construction has been constructing a friendship bridge
across Mekong river. After the completion, the Trilateral Highway can be
extended to Lao PDR without much hassle.

Greater Mekong Subregion Cross-Border Transport Agreement (GMS
CBTA) is relevant to ASEAN-India soft connectivity. India, Myanmar
and Thailand should work out rules and regulations for customs and
immigration, visa, security, transit, etc., for movement of vehicles and
passengers across the Trilateral Highway.

Establishment of the EAS Secretariat is overdue for some time. India and
ASEAN may favourably consider setting up the East Asia Summit (EAS)
Group Secretariat.

A new study has to be undertaken to review and analyse why the FDI
flow between India and ASEAN is low, compared to its potential.

ASEAN and India should favourably consider setting up of an industrial
zone for Halal Foods in Malaysia. ASEAN-India project development
facility could be a good initiative to support specific projects in the region.
While China takes lead role in maritime connectivity under maritime silk
route project, India shall undertake an initiative in land connectivity.
ASEAN and India should work closely for sustainable development in
connectivity.

ASEAN and Indiashallworkmoreactively on people to people connectivity.
Exchange of students, cultural programmes, tourism, education, media,
etc., should be taken up.

Extension of Trilateral Highway to Cambodia and Lao PDR should be the
immediate priority of India and ASEAN. A study can be conducted on
border connectivity and the development of industrial zones along the
Trilateral Highway. Building institutional connectivity is also an essential
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element for the success of ASEAN-India cross-border connectivity
projects. Connectivity projects listed in the Master Plan of ASEAN
Connectivity relating to ASEAN-India connectivity shall be implemented.

The third Roundtable of AINTT was concluded with a Vote of Thanks by
Dr. Prabir De, AIC, New Delhi and Dr. Ngo Xuan Binh, VASS, Hanoi. The
participants thanked the Vietnam Academy of Social Sciences (VASS),
and ASEAN-India Centre (AIC) at RIS for organising the Roundtable and
offering the hospitality. The next Roundtable will be held in 2015. The
ASEAN-India Centre will announce the name of host country of the 4th
AINTT Roundtable in consultation with the Ministry of External Affairs,

Government of India.
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AGENDA

Day I: 25 August 2014

13.30 - 14.00 hrs : Registration

14.00-15.00 hrs

: Inaugural of the 3rd Roundtable on AINTT

14.00-14.10

14.10-14.25

14.25-14.40

14.40-14.50

14.50-14.55

14.55-15.00
15.00
18.30

: Welcome Address by Prof. Dr. Nguyen Xuan Thang,

President, Vietnam Academy of Social Sciences (VASS)

: Keynote Address by H.E. Mr. Pham Binh Minh, Deputy

Prime Minister and Foreign Affairs Minister of Vietnam

: Inaugural Address by H.E. Mrs. Sushma Swaraj, External

Affairs Minister of India

: Special Address by Ambassador V.S. Seshadri, Vice-

Chairman, Research and Information System for
Developing Countries (RIS)

: Release of AIC-RIS Volume of 2" AINTT Proceedings:

Dynamics of ASEAN-India Strategic Partnership

: Group Photo
: High Tea

: Welcome Dinner [Venue: Daewoo Hotel]
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Day II: 26 August 2014

09.00-09.30 hrs.

: Special Address by Ambassador Anil Wadhwa, Secretary
(East), Ministry of External Affairs (MEA), Government of
India

09.30-11.00 hrs.

: Session 1: Economic Cooperation and Integration

09.30-09.45

09.45-10.00

10.00-10.15

10.15-10.30

10.30-11.00
11.00 - 11.15

[Focus of this session would be on regional trading
architecture, production networks, financial cooperation
and other regional integration issues.]

In chair: Dr. Do Duc Dinh, Former Director General, VASS,
Hanoi

Panellists

Dr. Gilberto M. LLanto, President, Philippines Institute for
Development Studies (PIDS), Manila

Dr. Yose Rizal Damuri, Head, Department of Economics,
Centre for Strategic and International Studies (CSIS),
Jakarta

Dr. Amitendu Palit, Head (Partnerships and Programmes)
and Senior Research Fellow, Institute of South Asian
Studies (ISAS), Singapore

Dr. Vu Minh Khuong, Assistant Professor, Lee Kuan Yew
School of Public Policy, National University of Singapore
(NUS), Singapore

: Q&A
: Tea/Coffee Break

11.15-13.00 hrs. :

Session 2: Physical Connectivity and SoftInfrastructure

11.15-11.30

[Focus ofthis session would be on discussing the challenges
and prospects of ASEAN-India physical connectivity and
soft infrastructure such as transit agreement, customs
cooperation, etc.]

In chair: Ambassador Pou Sothirak, Executive Director,
Cambodian Institute for Cooperation and Peace (CICP),
Phnom Penh

Panellists

Dr. Florian A. Alburo, President, Centre for the
Advancement of Trade Integration and Facilitation
(CATIF), Manila
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11.30-11.45

11.45-12.00

12.00-12.15

12.15-12.30

12.30-12.45

12.45-13.00
13.00-14.00

Agenda

: Tan Sri Rastam Mohd Isa, Chief Executive, Institute of

Strategic and International Studies (ISIS), Kuala Lumpur

Mr. Nyunt Maung Shein, Chairman, Myanmar Institute of
Strategic and International Studies (MISIS), Yangon

Dr. Poon Thiengburanathum, Faculty of Engineering,
Chiang Mai University, Chiang Mai

Dr. Siviengphet Phetvorasack, Deputy Director General,
Institute of Foreign Affairs (IFA), Vientiane

Dr. Vo Xuan Vinh, Head, Politics and International
Relations Department, Institute for Southeast Asian
Studies (ISEAS), VASS

Q&A
Lunch Break

14.00-15.30 hrs. :

Session 3: Investment Cooperation

14.00-14.15
14.15-14.30

14.30-14.45

14.45-15.00

15.00-15.15
15.15-15.30
15.30-15.45

[Focus of this session would be on areas relating to
investment cooperation. The session will present case
studies, discuss the challenges and identify opportunities
in infrastructure (backend linkages) ASEAN and in India.]

In chair: Dr. Gilberto M. LLanto, President, PIDS, Manila

Panellists

: Prof. Ngo Xuan Binh, Director-General, VASS, Hanoi

Dr. Shankaran Nambiar, Senior Research Fellow, Malaysian
Institute of Economic Research (MIER), Kuala Lumpur

Mr. Teddy Lesmana, Researcher (Development Economics),
Indonesian Institute of Sciences (LIPI), Jakarta

Mr. Ngo Sothath, Secretary General, Cambodian Economic

Association (CEA), Phnom Penh

Prof. Prabir De, ASEAN - India Centre (AIC) at RIS
Q&A

: Tea/Coffee Break
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15.45-17.15 hrs. :

Session 4: Way Forward

15.45-16.00

16.00-16.15

16.15-16.30

16.30-16.45

16.45-17.15

[Focus of this session would be to suggest a way forward
in the three thematic areas discussed in the above three
sessions.]

In chair: Ambassador V.S. Seshadri, Vice-Chairman, RIS

Panellists

: Ambassador Pou Sothirak, Executive Director, Cambodian

Institute for Cooperation and Peace (CICP), Phnom Penh

Dr. Wisarn Pupphavesa, Adviser, Thailand Development
Research Institute (TDRI), Bangkok

Mr. Nyunt Maung Shein, Chairman, Myanmar Institute of
Strategic and International Studies (MISIS), Yangon

: Tan Sri Rastam Mohd Isa, Chief Executive, Institute of

Strategic and International Studies (ISIS), Kuala Lumpur

Q&A

17.15-17.30 hrs. :

Concluding Session and Vote of Thanks

17.15-17.20
17.20-17.30
18.30

Prof. Prabir De, AIC, New Delhi
Prof. Ngo Xuan Binh, VASS, Hanoi

Dinner
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KEYNOTE ADDRESS

H.E. Mr. Pham Binh Minh

Deputy Prime Minister and
Minister of Foreign Affairs of Vietnam

Excellency Minister Swaraj
Distinguished Ambassadors and delegates

Ladies and Gentlemen,

It is indeed my pleasure to be here today at the 3" Roundtable on ASEAN-
India Network of Think Tanks. I wish to offer a special greeting to our guest
of honour, Minister Swaraj. Thank you so much for joining us this morning.

I also wish to thank ASEAN-India Centre (AIC) at RIS and Vietnam Institute
of Indian and Southwest Asian Studies (VIISAS) for hosting this event. |
am very delighted to see many distinguished participants here with us to
discuss issues that are critical to our future ASEAN-India partnership.

Two weeks ago, Minister Swaraj and I took part in the ASEAN-India
Ministerial Meeting in Nay Pyi Taw. I recall and fully concur with Madam
Minister’s views at the meeting that the ASEAN-India Strategic Partnership
owes its strength to the fact that your ‘Look East’ policy meets our ASEAN’s
‘outward-looking’ policy. And, there is synergy and a sense of fraternity in
our partnership.

ASEAN welcomes Prime Minister Modi’s reaffirmation of India’s Look East
Policy and cooperation with ASEAN.

Ladies and Gentlemen,

2.

During 21% century, particularly since the global economic and financial
crisis, the world is moving toward a multi-polar and multi-layered setting
with the increasing trend of democratisation.

And people are talking about “the Indo-Pacific” in recognition of the
indispensible and inseparable role of India as well as the centrality of
ASEAN Community in the future of our region.
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With what is going on in the world today, our interests across the region are
aligning more closely than ever. The next 5 to 10 year period is crucial to our
relations, even more so with ASEAN becoming a full-fledged community,
and India a well-established power in the world.

Therefore, it is time for us to build a stronger ASEAN-India strategic
partnership in the 21st century. Let me share with you some of my thoughts
on the historic potential of our partnership.

2.1. First, just within two decades, ASEAN-India relations have grown
rapidly from a sectoral dialogue partnership to a full dialogue
partnership and a strategic partnership in 2012. ASEAN always views
India as a key element in the evolving regional architecture.

ASEAN sees India as an important pillar of the multi-polar regional
order. From early on, India has been a great contributor to the ASEAN
Regional Forum (ARF), the East Asia Summit (EAS), and the ASEAN
Defence Minister Plus (ADMM+) processes. India’s power came not
from its might but more so from the soft power derived from its great
civilisation and its influence today in the international stage. Traces
of India’s civilisation and influence straddle across South East Asia as
concrete evidence of India’s ancient influence and connectivity through
this region.

Today, the Asia-Pacific has become a centre of global political economic
gravity and a key theatre for the intense interplay among major powers.
We recognise that both ASEAN and India stand at an important turning
point.

So, we have more shared interests and prominent denominators.
We both aspire for a peaceful, stable region, where sovereignty and
territorial integrity are fully respected, where the rule of law, especially
the fundamental principles of international law such as the UN Charter,
the UNCLOS continue to govern inter-state relations, and how inter-
state conflicts are resolved, without the threat or use of force.

Such a region of peace and stability is much needed as ASEAN and
India are both entering a new strategic phase of development, and
accelerating our national goals of reform, economic restructuring for
sustainable development.

And as both sides are also engaging in the Regional Comprehensive
Economic Partnership (RCEP) negotiations, our destiny and
development are all the more intertwined.
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For our part, ASEAN is soon becoming a resilient, integrated, inclusive,
and harmonious Community by the end of 2015. ASEAN strives to
maintain its centrality in the evolving regional architecture.

We are determined to not being a simple “taker” of the regional
architecture but also a proactive “shaper” of the evolving architecture
with our post-2015 ASEAN Vision.

Today, India is even more powerful globally due to its leading role
in the Non-Aligned Movement, G20, BRICS and other multilateral
arrangements. India is expected to surpass Japan, Russia and key EU
members to become world’s third largest economy by 2020.

Secondly, ASEAN and India also have a shared stake in addressing
regional and global challenges. Our cooperation needs to be more
effective and efficient as the security and development landscape is
experiencing swift and complex conversions.

Traditional and non-traditional security issues have become more
acute and complicated than ever. Ethnic and religious tensions and
territorial disputes, particularly the East Sea (the South China Sea) and
the East China Sea have become more complicated with far-reaching
implications.

Thirdly, the elevation of the ASEAN-India partnership is timely and
fully relevant to the ongoing trend of globalisation and integration for
sustainable development.

With changes in the global economy, international integration
is becoming broader in scope and in-depth, focusing more on
development and response to global challenges. This trend can be
seen by the proliferation of numerous next generation FTAs and mega
linkages.

Ladies and Gentlemen,

Against such backdrop, the next decade is crucial for shaping the
global and regional landscape, especially the ASEAN-India relations.
The profiles of ASEAN and India will also be better defined.

3. So, the question is what we should do to make our partnership genuinely
strategic. Let me highlight some areas for our future cooperation.

First, in today’s globalised and interconnected world, our top priority is to
work more closely together to ensure an open, inclusive, sustainable and
transparent regional architecture for peace and stability in Asia. We also
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seek to build up strategic trust, uphold the international law, and consolidate
the complementarity of the existing and emerging regional arrangements.
To this end, India is and will remain our indispensable partner.

The future development and integration of ASEAN and India largely lie in
the East Sea (the South China Sea) and the Indian Ocean. So, our cooperation
should focus more on maintaining maritime safety and security, freedom of
navigation, and settling territorial disputes through peaceful means on the
basis of international law, including UNCLOS 1982.

ASEAN counts on India’s continued support to the full implementation of
the Declaration of the Conduct (DOC) and early finalisation of the Code of
Conduct (COQ).

Secondly, we need to do more to forge our economic and trade linkages
in order to lay a sound basis for our partnership. This is crucial to sustain
the Asia-Pacific region as an engine of global growth. In this connection,
we need to expeditiously fulfil the ASEAN-India FTA commitments, and
to accelerate the negotiations to establish the Regional Comprehensive
Economic Partnership (RCEP).

ASEAN, including Vietnam, is becoming a hub for the strategic partnership,
comprehensive partnership and FTA with all the leading global partners. So,
there are more tangible opportunities for Indian businesses.

We always welcome India’s investment and cooperation, especially in
human resources development, healthcare, information technology, and
manufacturing in infrastructure.

We can also promote inter-sub-regional cooperation, particularly the
Mekong-Ganga Cooperation (MGC) and Bay of Bengal Initiative for Multi-
sectoral Technical and Economic Cooperation (BIMSTEC), and ASEAN-India
Highway Network. These projects are important to accelerate regional
integration, alleviate poverty and narrow the development gap.

Thirdly, I share Madam Minister’s perspective that connectivity should
be developed in all dimensions of our strategic partnership. Physical,
institutional and people-to-people connectivity should be our priority.
Youth exchange and interactions are most important.

Fourthly, in our interconnected world, it is imperative to enhance global
dimension of our cooperation in response to common challenges. In my
view, our region’s immediate needs are to address climate change, natural
disasters, epidemics, food-water-energy security, maritime safety and
security, terrorism and cyber security.

Fifthly, we should continue to support and work with each other at
international fora, notably the UN, WTO, G20 and the Non-Aligned Movement.
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We stand ready to work with India to make the voice of developing
countries heard, and to ensure equitable, democratic and transparent global
governance. Vietnam continues to strongly support UN reform and India’s
permanent membership of the UN Security Council when it is reformed.

4. With our vast shared interests and values, we have reasons to firmly believe
that ASEAN-India traditional bonds will be strengthened, our mutual trust
will be enhanced and our partnership will be deepened. Vietnam is ready to
be one of the gateways for India’s stronger engagement in South East Asia.

Let me take this opportunity to thank you all for your championship and
invaluable contributions to deepening Vietnam-India fraternal ties and
ASEAN- India partnership.

[ hope you will have fruitful deliberations at this Roundtable.

Thank you very much.
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H.E. Mrs. Sushma Swaraj

External Affairs Minister of India

Your Excellency, Deputy Prime Minister and Foreign Minister of Vietnam,
Mr. Pham Binh Minh

President of the Viethnam Academy of Social Sciences, Prof. Dr. Nguyen Xuan
Thang

Vice Chairman of RIS and ASEAN-India Centre, Amb. V.S. Seshadri
Distinguished Speakers and Panellists

Representatives of Think Tanks from ASEAN countries, RIS and the ASEAN-India
Centre

Ladies and Gentlemen,

I have been looking forward to this 3" Roundtable of the ASEAN-India Network
of Think Tanks. At my meeting with the ASEAN Foreign Ministers in Nay Pyi
Taw on 9 August 2014, I found great synergy of thinking and expectation from
the ASEAN-India Strategic Partnership. Members of the strategic community
in our countries should be partners in the endeavour of ASEAN and Indian
Governments to take this relationship to new heights, with increased speed and
relevance to our region.

The ASEAN-India Strategic Partnership also anchors our common ambition at
multilateral and global levels, whether at the East Asia Summit (EAS), in RCEP
or at other fora. I, therefore, look forward to your suggestions and ideas during
the course of the Roundtable to add to this momentum of integration between
ASEAN and India.

I would like to inform you that the new Government in India is a strong
believer in such a participative approach to bring together the members of the
strategic community, the industry, the experts and professionals, and the youth
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in our countries to further our common agenda of development, progress and
prosperity.

This is particularly necessary when we assess the ambitious agenda of
ASEAN and India connectivity. In my meeting with the ASEAN Foreign Ministers
recently, | emphasised the importance of the ‘C’ of connectivity to the five Ts
that the Government of India is pursuing - Tradition, Talent, Tourism, Trade and
Technology.

Connectivity implies more than geographic linkages between us. It involves
also institution-to-institution and people-to-people linkages. Even geographic
connectivity becomes a stronger concept if we include a multimodal approach
that integrates land, sea and air connectivity, bring in the soft infrastructure to
advance trade integration and facilitation through joint transit arrangements,
and allow easier movement of goods and people.

I am, therefore, particularly pleased to see the focus of the 3™ Roundtable on
“ASEAN-India: Integration and Development” in the context of connectivity, its
softinfrastructure, economic, trade and investment cooperation and integration
of the economic space defined by ASEAN and India. These are matters of the
highest priority in our relations with ASEAN. I hope that you will be able to
give us some substantive recommendations on how we can further this very
ambitious but vital agenda on the ground.

[ am told that you have all been made aware of an extremely comprehensive
report completed recently by RIS and Amb. Seshadri on “Transforming
Connectivity Corridors between India and Myanmar into Development
Corridors”. This Report has some very sound groundwork. It places special focus
on the land bridge provided by Myanmar for India’s connectivity to ASEAN.
Myanmar is also the country where we are currently involved in enhancing
geographic connectivity.

We have completed 160 km of the Tamu-Kalewa-Kalemyo (TKK) Friendship
Road as part of the Trilateral Highway from Moreh in India to Mae Sot in
Thailand. We are committed to another 120 km in the Kalewa-Yargyi sector
and the refurbishment of 71 bridges on the TKK Road. Myanmar and Thailand
are to complete their respective segments. We have also resolved to begin
negotiations on a Transit Transport Agreement between India-Myanmar-
Thailand for the Trilateral Highway. We are undertaking the Kaladan Multimodal
Project in Myanmar, including the port at Sittwe towards completion. There are
possibilities for collaboration in terms of SEZs at Kyaukpyu and Dawei.

Looking at the synergies in our regional and global approaches to further
economic growth, prosperity, peace and stability, it is important that we
accelerate the ongoing integration of the economic space between ASEAN

26



Inaugural Address

countries and India. If we look at our economic space as one, there is tremendous
scope to enhance trade and investment, create jobs and improve standards of
living across our region.

The linking together of this economic space, which will determine the
quality of life of 1.8 billion people between our countries, can be accelerated
if we establish production and manufacturing networks and create financial
mechanisms to support this integration. Investment cooperation can be given
a boost by building up the backend linkages to connectivity, whether in India’s
North East and Eastern seacoast or in the hinterland in ASEAN countries along
the corridors for physical connectivity. There are opportunities here for creation
of infrastructure and capacity in manufacturing and industrial development, for
skills training and vocational education, for establishing logistics chains, energy
grids and food processing capacities, which in turn, can help us address complex
issues pertaining to energy and food security in our region.

Some of the ASEAN economies need to build their capacities in the production
and we can be your partners in bringing both capacity and stability into your
markets. Development economics needs to be interpreted in new ways to make
this happen.

Indian companies already have a strong presence in Indonesia, Singapore and
Malaysia and are now becoming part of the development story in Myanmar. In
fact, there is more outflow of Indian FDI to ASEAN countries than vice versa. This
will help bring in the necessary momentum to our trade and investment linkages
and achieve the target of US$ 100 billion by 2015 and US$ 200 billion by 2020.
We can build on synergies in our approach to regional trading mechanisms such
as the Regional Comprehensive Economic Partnership.

As Governments, we also need to look at a more functional visa regime
between us, with long-term visas for businessmen and professionals and their
families.

There is also tremendous potential for tourism between us, which is still at
a fraction of what the numbers can be. We need to integrate our business and
tourism sectors with better air connectivity. We should find ways of seamlessly
encouraging our people-to-people interfaces, which have been our collective
strength through centuries.

[ hope that your discussions will take note of these aspects and suggest some
specific recommendations for consideration by ASEAN and Indian Governments.

[ would also like to see your recommendations feed into the Delhi Dialogue VII
on 11-12 March 2015, especially since the ASEAN-India Centre is now a partner
of Delhi Dialogue.
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Before we inaugurate Delhi Dialogue VII, ASEAN Foreign Ministers and I
would take cognizance of the recommendations and outcome documents from
the multiple Track 2 and Track 1.5 events which would be held in the run up
to DDVII by its nine Partners and five Associates. We have added some key
Industry Chambers and Think Tanks from India as Associates to this process
from this year onwards to strengthen participation from Indian Industry in the
connectivity agenda before ASEAN and India.

With 26 dialogue mechanisms, 7 Ministerial level meetings, a structured
interface for engagement between the strategic community in our region,
exchange programmes for media, students, farmers, diplomats, and the
anticipated opening of our new Mission to the ASEAN in the near future, we are
building a strong foundation for our future ambition.

My ASEAN colleagues and I have asked our Senior Officials to begin work
on the drafting of the next Plan of Action for 2016-2021. We would like to see
greater attention to meeting requirements on the connectivity agenda, in all its
dimensions, and add in new areas such as education and vocational training,
healthcare and medical training, building energy security and food security into
the capacity building agenda of the ASEAN-India Strategic Partnership.

[ also hope that when you deliberate all of this tomorrow, you will keep in
mind the fundamental strength of the ASEAN-India Strategic Partnership -
the people, who share a civilisational heritage of ideas, knowledge, practices,
culture and a capacity to partner each other. This capacity has been built over
centuries. It has a natural comfort level, which can only come about through
centuries of interface on the principles of openness, receptivity to one another
and trust.

We are privileged that we are deliberating and defining the future contours
of a partnership with longstanding positive heritage, immense current capacity
and increasing relevance for the future of East Asia.

Ladies and Gentlemen, [ wish you an interesting and useful set of discussions
and I look forward to your conclusion and recommendations.

Thank you.
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Ambassador V. S. Seshadri
Vice-Chairman, RIS and AIC

Deputy Prime Minister and Minister of Foreign Affairs of Vietnam H.E. Mr. Pham
Binh Minh

Minister for External Affairs of India H.E. Shrimati Sushma Swaraj
H.E. Mr. Anil Wadhwa, Secretary (East)

Professor Dr. Nguyen Xuan Thang, President of Vietnam Academy of Social
Sciences

Heads of Indian diplomatic missions to various countries in this region

Distinguished Panellists and Speakers and members of the Think-Tank Fraternity
of this region

Ladies and Gentlemen,

On behalf of the Research and Information System for Developing Countries
(RIS) including its Chairman, Ambassador Shyam Saran, I would like to extend a
warm and cordial welcome to all of you to this Third Roundtable of ASEAN-India
Network of Think-Tanks. [ would like to, in particular, convey our gratefulness
to the Deputy Prime Minister and Minister of Foreign Affairs of Vietham H.E.
Mr. Pham Binh Minh for kindly agreeing to deliver the Keynote Address and to
the Minister for External Affairs H.E. Shrimati Sushma Swaraj for consenting
to inaugurate the proceedings. The august presence of your Excellencies has
enabled our gathering to acquire great importance. Your views and suggestions
will provide valuable guidance and direction to our discussions today and
tomorrow. It is very important that the think-tanks on Track 1.5 or 2 have such
regular interactions with political leaders and decision makers in Track 1. It
is also a welcome coincidence of our meeting and the meeting of the Heads
of Indian diplomatic missions in the region that has enabled us to have the
presence at this inaugural session of all these senior Indian Ambassadors and
High Commissioners, actively promoting ties with countries in this region.
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[ also take this opportunity to convey our sincere thanks to our co-host, the
Vietnam Academy of Social Sciences, and to Professor Dr. Nguyen Xuan Thang
in particular, for all the excellent arrangements and host facilities. RIS had the
opportunity and privilege of hosting Professor Dr. Nguyen Xuan Thang only
recently in New Delhi and Kolkata, as part of our Eminent Persons Lecture Series.
His lectures were very well received and extensively covered by our local press.

RIS has been involved in interacting with think-tanks in the region for more
than a decade now. An ASEAN-India Centre has also been established last year
at RIS that is now witnessing a steady stream of activities. RIS is also the focal
pointin India for this more systematic Annual Roundtable of AINTT which began
two years ago in 2012. A primary objective of this Roundtable is to provide
policy inputs to the governments of India and the ASEAN countries on future
areas of cooperation. It is regarded as a high quality research platform for the
policymakers, academia, professionals and the research community. While the
first Roundtable was held in New Delhiin 2012, last year the second Roundtable
took place in Vientiane, Laos and this year we are holding it in Hanoi, Vietnam.
Holding this important network meeting on a rotational basis in different
venues, we believe it will also bring in a welcome local flavour and perspectives
into our discussions.

ASEAN today is a market of over 600 million people with a combined GDP
of US$ 2.5 trillion dollars. The bustling economy of Vietnam is an illustration
of the dynamism of this region. As steady progress is being made towards the
establishment of the ASEAN Economic Community, discussions are already
underway among various think-tanks about moving ASEAN forward beyond
AEC over a medium term till 2020 and beyond, and to see how it can achieve
further sustained high and equitable growth.

India is a market of over 1.23 billion people with a GDP of US$ 1.842 trillion.
While our growth slowed in the last couple of years, registering growth less than
5 per cent, the current year is expected to see some revival with expectations
of 5.4 per cent to 5.9 per cent growth. The assumption of office by the new
government and the announcement of several reform measures and initiatives
have already led to high expectations with the stock market registering record
level. If the growth projections are realised, it can form the basis for our reversal
to a 7 per cent to 8 per cent annual growth in the not so distant future. It could
be expected then that even our bilateral trade and investment with ASEAN could
also lead to more accelerated expansion. I think this optimistic outlook provides
an interesting setting for the Roundtable discussion.

With the Commemorative Summit in 2012, ASEAN-India relations have been
elevated to the Strategic Partnership level. This is set for further strengthening
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of relations once the FTA on services and investment becomes effective. ASEAN
and India are now also negotiating the Regional Comprehensive Economic
Partnership (RCEP) Agreement along with other partners. With both sides
showing keenness to deepen and widen their economic partnership, there is
need to dwell on a range of issues, including trade in services, investment and
connectivity, and development cooperation.

Keeping all these in view, the third Roundtable has been designed to discuss
the theme “ASEAN-India: Integration and Development”. There will be three main
sessions. The first session will focus on economic cooperation and integration
seeking to examine aspects like regional trading architecture, production
networks, financial cooperation and other regional integration issues. The
second session will be devoted for discussing the challenges and prospects
of ASEAN-India physical connectivity and soft infrastructure. In RIS, we had
recently undertaken a study on how the various connectivity corridors under
development between India and Myanmar can be transformed into development
corridors. A copy of this Report is being circulated to all participants, which we
hope will facilitate discussions during this session. The third session will focus
on investment cooperation possibilities. The potential for building supply chains
and further strengthening the infrastructure are some of the priority areas for
exploration. There will also be a session on ‘Way Forward’ and we are very
pleased that we have amongst us several experts and senior representatives from
ASEAN countries, apart from RIS, who will be contributing to the discussion.

[ would also like to thank here both the coordinators, Prof. Dr. Ngo Xuan
Binh, Director General, Institute of India and Southwest Asian Studies, Vietnam
Academy of Social Sciences (VASS), and Dr. Prabir De, Professor, RIS for all the
preparatory work that has gone into making the holding of this event possible.
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Ambassador Anil Wadhwa

Secretary (East), Ministry of External Affairs
Government of India

President of the Vietnam Academy of Social Sciences, Prof. Dr. Nguyen Xuan
Thang

Vice-Chairman of RIS and ASEAN-India Centre, Amb. V.S. Seshadri

Distinguished Speakers and Panellists

Representatives of Think-Tanks from ASEAN countries and the ASEAN-India
Centre

Ladies and Gentlemen,

1.

[t is my pleasure to share thoughts with you today on some key aspects of
the ASEAN-India Strategic Partnership. You have already heard the External
Affairs Minister of India yesterday on her priorities for this important
relationship and the qualitative momentum that she would look to bring
together with the ASEAN Foreign Ministers, to specificissues on the agenda.

Let me begin, therefore, by reiterating that the relationship with the ASEAN
countries continues to be the foundation of India’s Look East Policy. We see
it as a strategic partnership with implications for the ASEAN-India region,
its integrated economic space and its 1.8 billion people. We also agree with
our ASEAN friends on its relevance as an anchor of peace and stability in
East Asia and the contribution that we can bring collectively to issues on
the global agenda.

Looking ahead, we would continue our support to the objective of an ASEAN
Community by 2015, the Initiative for ASEAN Integration for Narrowing
the Development Gap and the Master Plan on ASEAN Connectivity. We have
a strong foundation to our partnership across the three pillars of political-
security, economic and socio-development cooperation.

India is partnering with the ASEAN countries in the negotiations on the
Regional Comprehensive Economic Partnership (RCEP). We have common
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objectives relating to enhancement of our production and manufacturing
networks, strengthening of our financial systems, eradication of poverty,
sustaining self-sufficiency in agricultural production, and enhancing the
availability of educational and employment opportunities for our youth.

The FTA on Trade in Goods, which we signed in 2009, has helped to bring
about steady increase in trade volumes between ASEAN and India. It now
stands at US$ 76 billion annually and we are pursuing a target of US$ 100
billion by 2015. There is a trade imbalance in favour of the ASEAN. ASEAN
Economic Ministers and their Indian counterpart are also meeting today in
Nay Pyi Taw to improve trade and commerce. I hope that you will be able
to discuss practical ways in which ASEAN and India can take advantage of
this new FTA to increase jobs, standards of life, industrial and economic
capacities and opportunities for partnership. For instance, if each of you
looks at what the FTA in Services and Investment can do for your respective
countries, you would be able to write out the formulae and the equations
that we, as Officials, need to implement on the ground.

A key dimension to economic cooperation and integration will be the re-
energising of the ASEAN-India Business Council and the ASEAN-India
Business Fair, which is to have annual regularity. We saw the utility of
these mechanisms in 2011 and 2012 when India hosted them. We should
now look at these being hosted in an ASEAN country. Malaysia has already
established a Secretariat to the AIBC in Kuala Lumpur.

Economic experts amongst you would have closely followed the
implementation of the FTA on Trade in Goods in recent years. Your
suggestions towards a review of its performance would be of great value.

As our Minister said yesterday, connectivity in all its dimensions is receiving
the highest priority on the ASEAN-India agenda. In addition to our efforts
in Myanmar, we have instituted, since last year, an annual meeting of the
ASEAN Connectivity Coordinating Committee, and India, which not only
does a stock-taking of work underway, but is also looking at the utility of
economic clusters and back-end linkages, SEZs and economic nodes along
the connectivity corridors and ways to encourage an inter-modal approach
that can integrate land, sea and air routes with hinterland economic
activity. This meeting is going to be held on 8 September 2014 at Nay Pyi
Taw, and your brainstorming today on the link between soft infrastructure
and physical connectivity and investment cooperation to find financial
solutions for this capital intensive agenda would be of relevance.

Progress in intra-ASEAN connectivity will also assist the objective of
enhancing connectivity between ASEAN and India. But the physical
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infrastructure can be utilised only if we also agree on the soft infrastructure
necessary to permit movement of traffic and goods on these economic
corridors. We have, therefore, proposed that India-Myanmar-Thailand
begin negotiations on a Transit Transport Agreement for the Trilateral
Highway. We need to see suggestions on how Tier II and Tier III cities
in India can develop business and tourism linkages with destinations in
ASEAN on a year round sustainable scale. This will assist efforts to broaden
air connectivity beyond just some of the big capitals in ASEAN and the
metros in India. We had made available 18 such routes to ASEAN some
years ago and we are keen on their utilisation at the earliest. We have also
offered the ASEAN an Open Sky Policy on Cargo on quid pro quo basis.

The creation of soft infrastructure is still in development mode within
ASEAN itself. But this should not be a limitation to discussions on such
soft infrastructure linkages between ASEAN and India, because the agenda
of connectivity cannot progress effectively if these various elements -
creation of infrastructure, the establishment of soft infrastructure and the
integration of economic activity in the hinterland along these corridors
of connectivity is taken on in a sequential manner. This work has to be
simultaneous.

As you heard yesterday, we are looking to begin work on the next Plan
of Action for 2016-2021. I hope your recommendations will have the
specificity needed to make them action items for such a Plan. It will also
help the search for investment solutions to realise these objectives. We have
had some discussions with International Financial Institutions such as The
World Bank and Asian Development Bank (ADB) and also representatives
from Indian Industry. We would like to see the ASEAN Infrastructure Bank
as a partner to ASEAN-India connectivity.

When we look at back-end linkages, we would like to draw on your
expertise in identifying specific Industry that could catalyse the utilisation
of connectivity corridors for economic and investment cooperation. Should
we, for instance, orient our future Centres for English Language Training
and Entrepreneurship Development to such activity? I would like your
suggestions to include specific locations for such activity. I would urge that
you keep in mind also that this agenda cannot progress on the shoulders
of Governments alone. It needs the professionalism and the orientation to
investment that is found in the private sector.

Your recommendations on the way forward would be circulated to the
participants of Delhi Dialogue VII on 11-12 March 2015, and to the ASEAN
and Indian Foreign Ministers ahead of that event.
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As you debate these very specific issues, you would, of course, take
cognizance of the 26 dialogue mechanisms, including Ministerial level
meetings in agriculture, foreign affairs, trade, tourism, new and renewable
energy, environment and telecom and the high level dialogues in Science
and Technology and the SME sector, that have been utilising the ASEAN
India Cooperation Fund, the Science and Technology Development Fund
and the ASEAN India Green Fund to implement projects under the Plan of
Action for 2010-2015. These projects had been suggested to the ASEAN
Secretariat between September 2011 and November 2012. Projects and
programmes worth US$ 1.04 million have already been implemented;
another set of over US$ 17 million is under implementation and projects
worth US$ 30 million are still under discussion and finalisation between
ASEAN and India.

Between the activities of the ASEAN-India Centre in the last one year,
multiple editions of Delhi Dialogue and AINTT, the business “markers”
that were organised along the route of the ASEAN-India Car Rally and
the sail training ship INS Sudarshini’s expedition in 2012, the Investment
Roundtables and the AIBC discussions, we have consensus on the potential
and relevance of economic and investment cooperation and integration
between ASEAN and India, using the instrument of physical connectivity
and its soft infrastructure.

What we would like to now have as an input from members of our strategic
community in the region, are the specific projects that we can consider.
We need a holistic approach, which looks at creation of infrastructure,
generation of economic activity, development of local capacity and Industry,
and issues such as energy availability and environmental management in
a coherent manner.

This will not only add to the substance of the ASEAN India strategic
partnership, but will also contribute to our capacities to partner with each
other in the East Asia region in terms of its geo-political and geo-economic
dynamics, and help us to sustain our combined role as growth engines for
the global economic recovery.

[ could, perhaps, now take two or three questions. I do have to leave soon
since we are also holding, simultaneously, a meeting of our Regional Heads
of Missions with the External Affairs Minister here in Hanoi.
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The increasing complexity of the global economic environment makes it
imperative to establish effective network of institutions, media and business
houses involved in the policy dialogue, which can generate considered documents
for policymakers to take informed decisions. With the Free Trade Agreement
(FTA) between India and ASEAN in effect from 1 January 2010, India-ASEAN
partnership has taken a new shape.

India’s engagement with the ASEAN is at the “heart” of its Act East Policy. We
are convinced that India’s future and our economic interests are best served by
greater integration with our Asian partners. The implementation of the ASEAN-
India FTA in 2010 has opened up new vistas of trade cooperation between the
two partners. With both sides showing active interest to deepen and widen the
process of economicintegration through agreements on services, investment, etc.,
there would be an increasing array of issues on trade, investment, connectivity,
etc., which need to be addressed to strengthen the partnership between India
and ASEAN. Deliberations between these organisations would help provide well-
considered policy inputs to the governments.

Promoting a long-term cooperative partnership based on equality, shared
ownership and mutual respect will enable both India and ASEAN achieve long-
term national and regional development goals. In order to realise this objective,
policy dialogue among relevant institutions, media and business community
from India and ASEAN assumes utmost importance. These deliberations would
not only help in promoting awareness about the potential of the India-ASEAN
partnership, but would also help in exploring new vistas for strengthening
regional cooperation.

The Roundtable of ASEAN-India Network of Think-Tanks (AINTT) is an
outcome of Indian Prime Minister’s Statement at the 7th India-ASEAN Summit,
where he suggested establishment of an India-ASEAN Roundtable comprising
think-tanks to bridge the knowledge gap. One of the primary objectives of this
Roundtable is, therefore, to provide policy inputs to the governments of India
and the ASEAN countries on future areas of cooperation. RIS was identified as
the nodal point from India to organise the Roundtable. Another purpose of
the interaction between think-tanks is to deepen the ASEAN-India partnership
through policy research and advocacy. RIS envisages this forum as high quality
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research platform for the policymakers, academics, professionals, and the
research communities.

RIS has been involved in interacting with think-tanks, particularly from the
ASEAN region, for a number of years. The first major initiative in this regard
was the International Conference that RIS organised in 2004 on ASEAN-India
Vision 2020 at New Delhi on behalf of the ASEAN-India Network of Think-Tanks
(AINTT). The AINTT was formed following a decision taken by the Leaders
of ASEAN and India at their First Summit held in November 2002. Besides
coordinating with think-tanks as a part of the India-ASEAN engagement, RIS
is also actively involved in several other think-tank networks. These include
Economic Research Institute for ASEAN and East Asia (ERIA); Asia-Pacific
Research and Training Network on Trade (ARTNeT), coordinated by UNESCAP;
and BIMSTEC Network of Policy Think-Tanks, among others.

AINTT Secretariat is located at the ASEAN-India Centre (AIC) at RIS. To know
more about this network, please contact Dr. Prabir De at prabirde@ris.org.in.
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Synergies for Stronger Economic
Cooperation
Services in the Philippines and India

Gilberto M. Llanto*#

1. Introduction

In the past decades, the ASEAN and India have developed into economic
powerhouses and drivers of global economic growth in their respective spheres
of operation. Their respective growth paths have differed. But, ASEAN developed
significant trade and investment links more with East Asia than with India and
the rest of the Indian sub-continent. India’s major trade partners are OECD
countries. India has developed its manufacturing capacities to supply the vast
Indian sub-continent markets. The country has moved up the technological and
industrial ladder and developed trade and investment ties with OECD countries.
This paper first discusses ASEAN-India trade and investment relations, and then
deals with services, specifically information technology and business processing
outsourcing industry as an area for greater economic relations between ASEAN
and India, and in particular, between the Philippines and India. It recommends
certain measures to strengthen this emerging area of cooperation.

The ASEAN’s trade and investment links with East Asia have been through
the regional production networks that have enabled the region to exploit relative
comparative advantages in trade, and also to contribute to the production of
high value export goods such as automobiles, computer, and other electronic
products. The ASEAN-East Asia production network is an integrated system,
where each participating country produces different components (intermediate
inputs) of a final product. Substantial foreign direct investment (FDI) has been
poured into ASEAN, mainly by Japan, and later, the Korean FDI has been driving
the flourishing regional production networks.

* President, Philippine Institute for Development Studies and Regional Coordinator (PIDS),
East Asia Development Network, Manila.
# The author thanks Ma. Kristina Ortiz for research assistance.
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The strategy of openness to FDI and linking to regional and global value
chains has worked well for ASEAN in stimulating the growth of manufactured
exports to East Asian and OECD countries. India is rather behind in using
regional production networks and global value chains as a strategy to link with
the emerging economies of ASEAN as well as East Asia.

The two economic powerhouses, namely, ASEAN and India, have realised the
importance of greater economic cooperation and partnership and have signed
the ASEAN-India Trade in Goods Agreement in Bangkok in August 2009. This
is a welcome development because it creates one of the largest free trade areas
in the world with a combined GDP of US$ 2.8 trillion and a market of 1.8 billion
people. The Trade in Goods Agreement, which entered into force in January
2010, provided for the liberalisation of tariffs on 90 per cent of products traded
between ASEAN and India, and will eliminate tariffs on 4,000 product lines by
2016. Immense possibilities to expand outputs and employment drawing from
the synergies of very dynamic economies participating in this trade agreement
have arisen.

However, one specific obstacle is the potential rise of protectionism that
keep hindering the free movement of goods under this agreement. There is a
concern that Indian producers of palm oil and rubber, among others, will face
very stiff competition and lose markets to more efficient ASEAN suppliers.
There is fear among politicians and businessmen that a “flood of cheap imports
... will cripple [Indian] domestic industries” (Morarji 2012). Francis (2011)
echoes this apprehension about an adverse impact on Indian semi-processed
and processed agricultural products and close substitutes. Calculations seem to
indicate an adverse impact on Indian small and medium enterprises (SMEs) in
food and other agriculture-related products, some intermediate goods and light
manufacturing products.

The upside of the ASEAN-India Free Trade Agreement with ASEAN pointed
out by Francis (2011) comes in terms of import liberalisation in intermediate
inputs that will encourage multinational corporations to undertake production
rationalisation across the region in the transport equipment, machinery,
chemicals and iron and steel sectors. This could pave the way for India’s deeper
integration in production networks in these sectors, which will allow the country
to participate in global value chains of such higher value-added products so
far. Regional production networks have not been a strategy followed by India.
Francis (2011) argues that in the past India failed to exploit the production
network-driven export growth that has served well the ASEAN countries.

In this regard, Indian scholars, who calculated that the overall benefits of free
trade would far outweigh the cost to native industries, argued that protectionist
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sentiment should be resisted.! The ASEAN-India FTA works in favour of India
because it will enable the country to exploit regional production networks in
the ASEAN. On the other hand, it also works as well for the ASEAN in view of
expanded markets, investments, and technical expertise that Indian firms may
bring.

India’s “Look East Policy” no doubt spurred the formulation of this
Agreement. Morarji (2012) attributes this change in attitude to a series of events
starting from the Indian balance of payments crisis and subsequent economic
liberalisation in the 1990s, the collapse of the Soviet Union, and ASEAN’s success
as a model of regional cooperation. Nataraj (2010) sees a different driving
motivation, namely, to expand markets, counter Chinese influence in the region
and improve India’s standing as a regional power. According to her, India needs
FTA with ASEAN considering that India’s share in ASEAN imports is 2.1 per
cent against 13 per cent for China. The China-ASEAN FTA makes Chinese goods
cheaper in the ASEAN market.

2. Trends in ASEAN-India Trade and Investment

From a small base of US$ 2.9 billion in 1993, bilateral trade between ASEAN and
India grew to US$ 12.1 billion in 2003 with an annual growth rate of 11.2 per
cent. In 2012, while bilateral trade increased to US$ 71.8 billion from US$ 68.2
billion in 2011, the positive aspect is that ASEAN-India relations seem to have
established a firm foothold in the respective partners’ trade and investment
portfolio (ASEAN Secretariat, 2014a).

Foreign direct investments from India, meanwhile, swung from negative US$
1.7 billion in 2011 to US$ 2.6 billion in 2012. However, the ASEAN Secretariat
reported that this slightly went down to US$ 1.7 billion in 2013 (ASEAN
Secretariat 2014b). This contrasts with the vibrant ASEAN-East Asia trade and
economic relations, where FDIs and regional production networks have been the
channels for significant trade and investments between these bilateral partners.
India’s share of FDIs going into Asia has been 1.1 per cent.

ASEAN-India economic and trade relations are insignificant compared to that
of ASEAN with East Asia, but there is scope for intensifying trade and investment
activities with appropriate policy and institutional reforms pursued by both
parties. The greater potential for trade and investment relationship is visibly
present. Available data indicates that India’s share of total FDI inflows in Asia
was around 7 per centin 2013 (UNCTAD, 2014).

Meanwhile, the ASEAN countries have realised the importance of India as an
emerging regional partner and its significance for their political and economic
future. By 2010, India has become the ASEAN’s 6™ largest trade partner, while
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ASEAN has emerged as India’s 4™ largest trading partner in 2009, next to the EU,
United States and China. Current areas of collaboration include the following:
trade and investment, science and technology, tourism, human resource and
infrastructure development (Morarji 2012). The convergence of both economic
and political interests seems to be natural reasons for these two economic
powerhouses to establish closer and stronger relations. The partnership has
started on a positive note, but this “requires continued nurturing” in order to
grow and flourish (Asher, Sen and Srivastava 2001).

For the Philippines, in particular, the share of exports to and imports from
India has been quite small, if one looks at combined flows within ASEAN countries
and India. The value of export and import goods is relatively insignificant
(Figures 1 and 2). From 2009 to 2012, India’s share was just 3.6 per cent of the
total. India represents a very small share of FDIs from Asian countries coming
into the Philippines, averaging only 0.52 per cent from 2010 to 2012 (Figure
3). This indicates a potential for improving trade and investment relationship
with India.

Figure 1: Value of Commodities Traded with ASEAN
and India, Imports

Note: a/ Includes Sabah and Sarawak.
Source: Philippine Statistical Yearbook (2014), Philippine Statistics Authority.
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Figure 2: Value of Commodities Traded with ASEAN
and India, Exports

Note: a/ Includes Sabah and Sarawak.
Source: Philippine Statistical Yearbook (2014), Philippine Statistics Authority.

Figure 3: Approved Foreign Direct Investment from
Asian Countries, 2010 to 2012

Source: Compiled by author based on Bangko Sentral ng Pilipinas.
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3. ASEAN-India Trade in Services and Investment Agreement

A second pathway for stronger economic relations and cooperation is the
anticipated signing of the ASEAN-India Trade in Services and Investment
Agreement, for which negotiations were completed nearly two years ago. This
much-anticipated agreement presents an opportunity to expand economic
cooperationinsuch areas as banking, tourism, education, information technology
and telecommunication. The agreement is timely as it will position both ASEAN
and India to take advantage of global value chains in which high-quality services
such as banking, telecommunication, and logistics are critical infrastructure for
regional trading and regional production networks.

Under this trade and investment agreement, the ASEAN and India can
capitalise on each other’s strengths and natural endowments to take advantage
of possible synergies in trade and various areas of services. Services complement
manufacturing operations in several ways, such as: transport, logistics and
warehousing, banking and insurance, business services, professional services,
and communication services. Efficient service support to manufacturing
operations will be critical in boosting efficiencies in manufacturing and industry
and also in regional distribution and merchandising of manufactured exports.

India and the Philippines are currently strong players in the IT-BPO services
markets. It is noted that services in these two countries are used both for
final consumption and intermediate inputs in the production process. As an
intermediate input, services are a vital element in maintaining efficient global
value chains (GVCs). Services (e.g., distribution and communication services) are
vital for efficient movement of goods from production to consumption. Serafica
(2014) notes that the “growing prominence of GVCs has added a new urgency to
develop competitive services”. Global value chains have a development impact
through direct GDP and employment gains, and also by providing opportunities
for technology dissemination, skill building and industrial upgrading (Serafica
2014). This indicates that services could be a strong pathway for India and the
Philippines, both service-oriented countries to “increase participation (in the
global value chains) and enjoy bigger gains by way of higher value added, more
jobs, and greater productivity improving spillover effects.” Looking at both
ends of the value chain, service activities can involve research and development
(R&D) and design at the conception stage; distribution networks, advertising
and marketing services, and repair and maintenance facilities at the end of the
chain (Serafica 2014).

The potential benefits to India from the agreement on trade and services
with the ASEAN are huge (Nataraj 2010). According to the Federation of
Indian Chamber of Commerce and Industry (FICCI), the ASEAN-India FTA will
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provide greater market access to Indian professionals and service providers.
The ASEAN region is a net importer of services, with imports reaching nearly
US$ 186 billion in 2007. The comparable figure for 2013 was US$ 298.6 billion
(ASEAN Secretariat 2014c). On the ASEAN side, there are also immense benefits
as more efficient services will reduce the cost of doing business and improve the
competitiveness and productivity of the ASEAN firms participating in regional
production networks.

Turning to the India-Philippines trade in services, both countries can use
the ASEAN-India Trade in Services and Investment Agreement as a mechanism
to exploit greater synergies in their respective IT-BPO services where the two
countries have developed world class capabilities.

4. IT-BPO Industry of the Philippines

A more open and freer investment climate in services will bring greater
cooperation between the two countries. The Federation of Indian Chambers of
Commerce in the Philippines has identified information technology as a potential
area of great synergy between the two countries, where India is a global leader.

Among countries in dialogue partnership with India on services, Philippines
has the competitive advantage and experience in providing information
technology-business outsourcing (IT-BPO) services to many parts of the globe.
The Philippine service sector growth has been exceeding 7 per cent in the
past few years, and the share of financial intermediation, real estate, renting,
and business activities, which are substantial parts of the IT-BPO industry, are
the highest among the service sector activities. The Philippines has started
to develop comparative advantage in several areas of this emerging industry
(Tables 1 and 2). Export revenues in 2012 amounted to US$ 12.5 billion, with
contact centres contributing the most.

Table 1: Export Revenue, by IT-BPO Category
(US$ million)

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Contact 561 | 949 | 1,330 | 1,732 | 2,489 | 3,938 | 5,126 | 6,166 | 7,062
Center
Transcription 4 8 19 25 24 54 75 122 198
Animation 8 11 | 23 | 27 | 35 | 46 | 54 | 60 | 69
Softw:
ortware 98 | 160 | 455 | 852 | 1,148 | 1,553 | 1,928 | 2,381 | 2,613
Development
OtherBPOs | 217 | 259 | 462 | 855 | 1,592 | 2,126 | 2,288/ 2,432 | 2,561
Total Revenue | 888 | 1,388 | 2,288 | 3,490 | 5,288 | 7,717 | 9,470 (11,160|12,503

Source: BSP (2013).
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IT and BPO services have earned substantial foreign exchange for the country.
Based on the results of the 2012 Survey of IT-BPO services conducted by the
ASEAN Secretariat, the total IT-BPO export revenues hit US$ 12.5 billion in 2012,
although voice BPO services still accounted for the large chunk of revenues at
US$ 7.1 billion. Total direct employment reached around 770,000 in 2012 from
680,000 in 2011 (Table 2).

The industry has evolved from providing call centre services into becoming
a globally competitive provider of many IT application services, business
processing services, and engineering services. Competency in knowledge
process outsourcing including business and financial research, data analytics,
animation, and other high-end processes are emerging. In engineering services,
there is emerging capacity for downstream and upstream product engineering
from concept design to simulation of design engineering. The IT-BPO industry
has developed a large client base in OECD countries, principally the United
States (Table 3).

Table 2: Employment, by IT-BPO Category, 2004-2012

(number of persons)

2004 | 2005 | 2006 | 2007 |2008 | 2009 (2010 |2011 |2012

Contact
Centre
Transcription 901 1,785 | 4,956 | 6,621 | 4,321 | 7,060 | 9,131 | 11,084 | 16,997
Animation 1,488 | 1,864 | 4,482 | 4,323 | 5656 | 3,732 | 3,908 | 3973 | 4,164

Software
Development
Other BPOs | 15,118 | 20,278 | 42,267 | 45,994 | 82,893 | 131,267 | 143,975 |175,761 | 196,092
Total
Employment

Source: BSP (2013)

65,006 | 96,246 |153,683|169,748(212,372(255,765|329,597|433,183 (487,757

11,975 | 17,829 | 42,657 | 44,870 | 49,893 | 46,987 | 49,516 | 55,464 | 64,922

94,488 |138,002|248,045|271,556|355,135(444,811|536,128(679,464| 769,932

The Philippines has become an important destination of international IT-BPO.
The country is number one in voice BPO services with more than 330,000 full-
time equivalent (FTE) employees, and second in non-voice/IT-BPO with more
than 200,000 FTEs.2 Global offshore services market is growing at a healthy pace
and will be more than double by 2016. Non-voice BPO is expected to expand
and drive up market growth even as voice and IT-BPO also continues to grow.
It is noted that industry-specific services, e.g., banking, healthcare, media, etc.,
have gained a significant share of the market compared to traditional non-voice
services.?
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India is a global leader in software development and other IT services, which
defines how greater cooperation between the two countries can be exploited.
The global and regional markets for IT-BPO services are huge, where India and
the Philippines can combine together and expand and deepen the services.
There is a potential to scale up and expand the scope of service delivery across
many sectors. Table 4 shows the relative comparative advantages of India and
the Philippines in the IT-BPO industry.

Table 4: Comparative Table on the IT-BPO Advantages in the
Philippines and India

India Philippines

India has the “first mover | Among the most cost-competitive destinations for
advantages” in developing an | IT-BPO services
export-oriented industry

Large pool of technical, | Growing number of young, English-proficient, and
managerial, and entrepreneurial | service-oriented workforce
human resources

Stronger capabilities in higher- | Has outperformed other countries in developing BPO
end IT services, and BPO exports | voice exports

Relatively higher IT infrastructure | IT-BPO exports grew by 46 per cent annually from
2004 to 2008 and continued to expand by 18 per
cent-30 per cent annually from 2009 to 2012

The Philippines and India have the demographic advantage and competitive
expertise in services, especially in IT-BPO services (Figure 4). Both countries
have the advantage of a relatively young and skilled workforce, which are
tuned to the demands of the market place in OECD countries. Their respective
educational and training institutions have produced world-class workers that
are now populating the IT-BPO industry.

In particular, the Philippines has a rising English speaking population,
and service-oriented workforce, and it is among the most cost-competitive
destinations for IT-BPO services. As a result, the Philippines has outperformed
other countries in voice-based BPO exports (Mitra 2013). India, having the “first
mover advantages” in developing an export-oriented industry, has a large pool of
technical, managerial, and entrepreneurial human resources, and has stronger
capabilities in higher-end IT services and software, engineering services, and
BPO exports. India has substantial earnings from IT-BPO and related services
both in the export and domestic markets (Table 5), which demonstrates its
competitive strength in the former and the vastness of its domestic market for
such services.
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Figure 4: Population of the Philippines and India,
by Age Group, 1950 to 2100

Philippines

India

Source: United Nations.
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Table 5: IT-BPO Industry Revenue and Employment by Service in

India

Revenues and Employment |2003-04| 2008-09]2009-10|2010-11[2011-12[2012-13»

REVENUES (US$ billion)

Export Market

Information technology 7.3 258 | 273 | 335 | 399 | 439
services

Software products and

offshore software product 0.8 2 2.1 2.4 2.7 2.9
development

Engineering services 1.7 7.6 7.9 9 10.3 11.2
Business process 3.1 11.7 | 124 | 142 | 159 | 17.8
outsourcing

Total Exports 12.9 47.1 49.7 59 68.8 75.8
Domestic Market

Information technology 3.1 8.2 9.1 11 | 122 | 124
services (incl. engineering)

Software products 0.5 2.7 3 3.5 3.7 3.8
Business process 0.3 1.9 2.3 28 | 31 | 31
outsourcing

Total Domestic 3.9 12.8 14.3 17.3 19 19.3
Total Export and Domestic Markets

Information technology

services and engineering 12.1 41.6 443 535 62.3 67.5
services

Software products and

offshore software product 1.3 4.7 5 5.9 6.4 6.7
development

Business process 34 | 136 | 147 | 17 19 | 209
outsourcing

Grand total information
technology services,
products, engineering, 168 | 599 64 | 763 | 877 | 952
and business, process : : : : :
outsourcing except
hardware

EMPLOYMENT ('000)

Information technology

software and services 296 958 1003 1153 1295 1407
exports

Business process 216 738 770 826 879 917
outsourcing exports

Domestic market (IT

software and services 318 | 500 | 527 | 562 | 601 | 640
and business process

outsourcing)

Grand Total 830 2196 2300 2542 2775 2964

Note: p=provisional projections, Fiscal years ending March 31.

Source: NASSCOM (2009-2013) as cited in Mitra (2013).
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The Philippines appears to be a viable investment destination for growing
operations such as IT-BPO business services. In particular, India can tap the
Philippines asahub for expanding the ASEAN IT-BPO services chains. Meanwhile,
the Philippines may benefit from the technology and expertise transfer from
higher-end Indian services. The rationale for increased cooperation between
India and the Philippines is illustrated in Figure 5, which shows that the two
countries are the most cost-competitive destinations for IT-BPO services.
[t should be noted that India and the Philippines also have the technical and
managerial expertise for providing IT-BPO services. They are both lower-cost
and competitive destinations for such services.

Both countries can exploit their demographic advantages, high proficiency
in English language and expertise in IT-BPO services, and their relative cost
competitiveness vis-a-vis other countries in Asia to create economies of scale
and scope in the services sector. This partnership will serve the forthcoming
ASEAN Economic Community (AEC) and the larger ASEAN-India markets for
services. Table 6 presents the ASEAN markets for IT-BPO services especially in
Malaysia, the Philippines and Thailand.

Figure 5: Market Averages English Language Voice Example

Note: 1 - Ongoing costs only; excludes margins/mark-ups, centralised corporate overheads,
initial investment, set-up costs, and travel costs; Exchange rates for local currencies with
respect to the U.S. dollar have been averaged for 12 months from 1 October 2009 to 30
September 2010.

Source: BPAP, Everest Global, and Outsource2Philippines (2010).
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Table 6: IT-BPO Outsourcing Industry Revenue in

ASEAN and India, 2008
IT-BPO IT-BPO Industry | IT-BPO Industry Global IDI
Economy |Industry Revenue Revenue Revenue Ranking
(USS$ billion, |(per cent of GDP,| (US$ per capita, (2010)
2008) 2008) 2008)
Southeast Asia
Indonesia 1.8 0.4 7.7 101
Malaysia 2.7 1.2 98.2 58
Philippines 6.1 3.5 67.6 92
Thailand 2.6 1 38.1 89
Vietnam 0.6 0.7 7.1 81
South Asia
India | 515 | 42 | 432 116

Source: Mitra (2013).

5. Concluding Remarks and Recommendations

There is a great potential to scale up and expand the scope of service delivery
across many sectors especially through global value chains. India and the
Philippines have demonstrated their capacity to provide efficient IT-BPO and
related services, an area for collaboration as both countries continue to look
for regional trade and investment opportunities. The Philippines can be viewed
as a viable investment destination for growing IT-BPO business services as
demonstrated by its past and present performance. In particular, India can
tap the Philippines as an IT hub as it tries to expand towards the ASEAN IT-
BPO services chains. Together both countries can provide IT and related
services to the ASEAN region that is looking forward to the formation of an
economic community in the near future. Because of their relative comparative
advantages, both countries stand to benefit from stronger mutual cooperation.
The Philippines, in particular, will benefit from the transfer of Indian technology
and expertise in higher-end IT services, while India will find a strong partner in
its attempt to latch to ASEAN regional production networks, or regional value
chains. To make this happen, the following are recommended:

e Provide more information and exposure to private business sectors in
both countries on their comparative strengths and potential for providing
IT-BPO and related services.

e Establish greater government-private sector cooperation and
coordination in both countries in investing in human resource
development and infrastructure, especially those covering the logistics
and telecommunication sectors.
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e Harmonise the taxation of IT-BPO and related services in both countries
to reduce tax disparities and cost of doing business.

e Ensure greater openness to FDIs and movements of natural persons by
reducing barriers to entry arising from government policies, rules and
regulations.

¢ Continue with reforming regulatory frameworks and improving trade
facilitation in both countries.

¢ Develop stronger people to people contact through business councils,
business summits, sports and cultural exchange, educational exchanges,
technological cooperation, twinning of universities and research
institutes.

e Maintain regular interaction and dialogue between political leaders to
develop mutual trust and commitment.

e (Conducttrade-related audit of the laws and regulations affecting services
to remove those laws and regulations that unnecessarily create barriers
to trade in services between the two countries.

Endnotes

1 Morarji (2012) quoting Baladas (2009) “India, Southeast Asia and FTA: Strengthening
Economic Integration,” Institute of Peace and Conflict Studies, Issue Brief No. 114, August.

2 FTE stands for full time equivalent. It is defined as “the ratio of the total number of paid
hours during a period (part time, full time, contracted) by the number of working hours in
that period Mondays through Fridays. The ratio units are FTE units or equivalent employees
working full-time. In other words, one FTE is equivalent to one employee working full-time.
For example: You have three employees and they work 50 hours, 40 hours, and 10 hours per
week - totaling 100 hours. Assuming a full-time employee works 40 hours per week, your
full time equivalent calculation is 100 hours divided by 40 hours, or 2.5 FTE.” Source: http://
www.businessdictionary.com/definition/full-time-equivalent-FTE.

8 BPAP, Everest Global, and Outsource?2 Philippines (2010).
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Regional Value Chains, RCEP and
India’s Priorities

Amitendu Palit

1. Introduction

India is currently negotiating the Regional Comprehensive Economic Partnership
(RCEP). The RCEP comprises sixteen countries including the ten economies
belonging to the Association of Southeast Asian Nations (ASEAN), China, India,
Australia, New Zealand, Japan and Korea. It is the largest Free Trade Agreement
(FTA) that Indiais negotiating in terms of aggregate market size of the negotiating
group, populations of member countries and contribution to global trade.

The RCEP is following the principle of ASEAN centrality’ in the negotiations.
The principle assumes ASEAN to be central in the emerging regional
architecture, i.e. functioning as the ‘hub’ in a ‘hub and spoke’ trade framework.
The RCEP is expected to evolve as a framework that will have the ASEAN as its
core in determining its functional capacity. This is natural since the RCEP is
essentially a collection of countries from the region that already have bilateral
FTAs with the ASEAN. China, India, Australia, New Zealand, Japan and Korea
are all connected to the ASEAN as part of the ASEAN+1 FTA networks that the
ASEAN has concluded bilaterally with all these countries.?

The RCEP aims to have ‘broader and deeper engagement with significant
improvements over the existing ASEAN+1 FTAs’ .2 While declaring emphatically
that the existing ASEAN+1 FTAs among the negotiating members will remain,
and that special and differential circumstances of different members,
particularly the Least Developed Countries (LDCs) would be fully recognised,
the RCEP, nonetheless, would seek to achieve considerable expansion on
existing market access in various ASEAN+1 FTAs. In this regard, though, it is
not expected to be as ambitious as the Trans-Pacific Partnership (TPP), which

* Senior Research Fellow and Research Lead (Trade and Economic Policy), Institute of South
Asian Studies in the National University of Singapore, Singapore.

57



ASEAN-India Economic Relations: Opportunities and Challenges

is another significant regional trade architecture evolving in the Asia-Pacific.?
The TPP is particularly ambitious as it is dealing with several contentious
trade issues such as labour, environment, State-Owned Enterprises (SOEs),
government procurement, competition policy, investment, intellectual
property and investor-state-disputes (ISDs). In all these areas, most of which
have barely figured in the WTO and are also mostly absent from various
ASEAN+1 FTAs, the TPP is aiming to achieve regulatory convergence among
its members. While not being as ambitious as the TPP, the RCEP, nonetheless,
is still expected to discuss some of these controversial trade issues including
trade in services, investment rules, intellectual property and competition
policy.

The RCEP is a significant agreement for India as it is the only mega-regional
trade agreement that India is a part of. By being present in the RCEP, India
can expect to contribute significantly to the rule-making process of the new
regional trade architectures in the Asia-Pacific. The RCEP also provides to
India formal preferential access to regional markets which it does not enjoy
right now (e.g. Australia, China, New Zealand), and preferential access over
and above what it has through bilateral agreements in the markets of the
other negotiating members. Furthermore, the RCEP enables India to embed
deeply in the economic and trade architecture of the Asia-Pacific by allowing
its industries to integrate closer in the regional value chains.

2. India, ASEAN and the RCEP: The Value Chain Perspective

The RCEP includes a group of heterogeneous economies with varying levels of
income, economic development and structural characteristics. Presence of high-
income natural resource abundant economies like Australia, Brunei and New
Zealand is accompanied by heavily export-oriented middle-income economies
engaging vigorously in regional and global trade such as China, Malaysia,
Thailand, the Philippines and Vietnam. There are large emerging markets like
India and Indonesia with large populations, abundant primary resources and
trade-enabling demographic features like young population, characteristics that
are selectively shared by the RCEP’s LDCs, Cambodia, Lao PDR and Myanmar.
Finally, the RCEP has industrially mature economies like Japan, Korea and
Singapore, through which their liberal external sector policies followed for
several years, have become major players in global value chains (GVCs).

The heterogeneous collection of economies negotiating the RCEP leaves
little doubt about the varying natures and degrees, by which these economies
are participating in various industrial GVCs. The Asia-Pacific region is
renowned for its active intra-industry trade and considerable lengths of
several GVCs run through the region. The ASEAN economies play prominent
roles in these GVCs (Figure 1). These are through both as suppliers of inputs
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for final product exports of other countries (forward participation, FP) and
use of imported inputs of other countries in their own exports (backward
participation, BP). Countries with high forward participation are typically
those with competitive advantages in upstream ends of value chains, either
as suppliers of raw materials for agricultural and primary commodity exports
and in extractive industries (e.g. Australia, Brunei, India, Indonesia, New
Zealand), or with diversified industrial bases containing heavy industries
capable of producing upstream industrial intermediates in chemicals, steel and
other industries (e.g. Japan). On the other hand, countries with high backward
participations are typically those that re-process and add further value to
imported inputs and export the same again. Most Southeast Asian economies
display this characteristic (Singapore, Malaysia, Thailand, Vietnam, Cambodia,
the Philippines), as does Korea and China, with backward participation ratios
in GVCs higher than forward participations, underscoring their importance as
major processing centres.

Indiaisnotaprominentparticipatorinthe Asia-Pacific’sintra-industry trade
like most of the Southeast Asian economies. Indeed, among the RCEP, India and
New Zealand have the lowest participations in GVCs. However, this observation
should not in any way undermine the fact that India is slowly involved in some
major GVCs running through the region. This has happened due to its greater
economic integration with the regional economies, particularly in Southeast
Asia, through greater trade and cross-border investments.

Figure 1: RCEP Members: GVC Participation

Vietnam
Thailand
Singapore
Philippines
Malaysia
Cambodia
Brunei Darussalam
Indonesia
India

China

New Zealand
Korea

Japan
Australia

mFP
mBP

0% 20% 40% 60% 80% 100%

Note: The information relates to data for the year 2009. Data on Myanmar and Lao PDR is
not available.

Source: OECD-WTO Trade in Value Added (TIVA) Database.
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Since the early years of the last decade, and more specifically from the
beginning of the deadlock at the WTO over the implementation of the Doha
Development Agenda (DDA), India has been actively pursuing FTAs. Southeast
and Northeast Asia have been the key focuses of India’s FTA policy. Thailand
was the first country in the region with which India embarked on a preferential
trade agreement,* followed by Comprehensive Economic Cooperation
agreements (CECAs) with Singapore and Malaysia, and CEPAs with Japan and
Korea. India is also at various stages of negotiating FTAs with Australia, New
Zealand and Indonesia. Over and above these agreements, India has concluded
both the trade in goods, and the trade in services and investment agreements
with the ASEAN. The India-ASEAN goods trade FTA has been operational from
January 2010, while the services agreement was signed in September 2014.

The various FTAs mentioned above, as well as the general buoyancy in the
India-ASEAN trade during the last decade® have facilitated the integration of
the Indian producers in the GVCs running through Southeast Asia. The process
has also been helped by improvement in movements of cross-border capital
flows between India and ASEAN. Singapore is now the largest source of inward
FDI into India, while long-term investments from Malaysia, Indonesia and
Thailand into India have increased over time. On the other hand, Singapore
has become the largest source of outward FDI from India. As cross-border
capital flow has increased further between India and the ASEAN economies,
Indian producers would integrate deeper in the regional supply chains. The
literature and empirical evidence on industrial value chains point to the
intricate connection between trade and investment in growth of value chains,
where MNC investments in various locations are determined by the specific
roles that producers from these countries are expected to play in value chains.
This is evident from the automobile, garment and electronics value chains in
the Asia-Pacific.

India’s presence is noted in some major GVCs running through the
Southeast Asian region. These include automobiles, pharmaceuticals, basic
chemicals, food products, garments and metals. Automobiles are a typical
example of foreign investments that are facilitating integration in GVCs. The
establishment of assembling facilities in India by the Japanese and Korean
OEMs (original equipment manufacturers) such as Honda, Suzuki and Hyundai
and their sourcing of components from the region has connected India to the
auto component manufacturing GVCs running through the ASEAN countries
like Thailand, Malaysia and the Philippines. On the other hand, pharmaceutical
formulation manufacturers in India, particularly the generic producers, have
been sourcing chemical intermediates and bulk drugs from several countries
in Southeast Asia, as well as China.
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While pharmaceutical formulations reflect downstream specialisations
of Indian producers with considerable backward integration, the opposite
is noticed in readymade garments and apparels, where most of India’s
participation in regional value chains is at the upstream end, as suppliers of
natural and synthetic fibre and producer of fabric. The upstream specialisation,
largely as raw material suppliers, is noticed in food products and metals as
well. Notwithstanding these examples, from a broader industry perspective,
and from that of most ASEAN members involved in extensive intra-industry
trade, India is principally a final demand market. Except for the industries
mentioned above, India’s presence in other industrial value chains is limited to
being a consumer of final products assembled within the ASEAN. It significantly
explains the India’s trade deficits with most of the major ASEAN economies.

The growth of the RCEP offers opportunities of integrating deeper in several
value chains. Apart from auto components, pharmaceutical formulations and
garments, forward participation possibilities through upstream specialisation
exist in mining and quarrying activities. Greater Indian investments in
mining industry in the RCEP member economies like Indonesia, Myanmar
and Australia also offer such scope, as they do for similar investments in
metals, in addition to India’s being a regional supplier of essential metal ores
like aluminium. Forward participation, as mentioned earlier for textiles, is a
distinct possibility in leather footwear and accessories value chains. India’s
proficiencies in production of raw hides and skins as well as tanning and
semi-finished leather put it in a fairly competitive position at the upper end of
the value chains. These advantages can be optimally exploited by combining
them with good design facilities and tie-ups with major retailers. The same
advantages can be reproduced in textiles as well. Some further upstream
opportunities can be realised in basic chemicals value chains, where India’s
refining capacities, particularly in the private sector, puts it in a competitive
position for producing scale-intensive petrochemical residues like industrial
gases, plastics and pigments.

As mentioned earlier, downstream possibilities through greater backward
participation continue to exist in pharmaceutical formulations. Finally,
considerable opportunities exist in jewellery value chains, particularly in
downstream segments of producing fashion jewellery utilising semi-precious
stones imported from various parts of the ASEAN region, particularly Myanmar
and Cambodia. These opportunities can be further exploited in processing of
diamonds as well.

3. Negotiating Priorities and Issues

The objective of playing larger roles in value chains is going to be a major priority
for India in the ongoing RCEP negotiations. In this respect, India’s priority would

61



ASEAN-India Economic Relations: Opportunities and Challenges

be similar to those of several other negotiating members, particularly the ASEAN
economies that are already engaged in intensive intra-industry trade and are
therefore key parts of various industrial value chains.

As can be seen from the various opportunities that India has in different
value chains, the majority of these, at least in the initial stages, are more in
the upstream segments of various industries. While there are exceptions
like pharmaceutical formulations and jewellery, greater upstream roles
imply India’s larger participations in the GVCs running through the region as
suppliers of raw materials and semi-finished intermediates at the relatively
early stages of the value chains. Other regional economies and RCEP members
are expected to source these raw materials and intermediates from India for
greater processing. Sustained value addition by Indian industries over a period
of time, however, requires greater forward participation in these chains with
the objective of executing more upstream functions. This would make India’s
presence in various value chains more exhaustive.

India has recently embarked on major industrial initiative like ‘Make in
India’ that aim to develop India into a global manufacturing hub.® The success
of the initiative would require transforming India from a greater consumer of
final products to a producer of finished or considerably semi-finished goods,
for further consumption by other countries. India is yet to emerge as a major
processing centre in the region. But, as it strives to produce more advanced
intermediates in various industries thereby increasing its ‘upstreamness’ in
value chains, it should also focus on greater use of intermediate imports by
its own industries for enabling more efficient production of final outputs for
exporting to other countries. This dual emphasis will enable India to sustain
its forward participation advantages as a core supplier of major raw materials
and intermediates, and would also help in utilising backward participations
effectively through efficient use of imports in its final product exports. This is
ideally the intra-industry value chain-based relationship that it should aim to
develop with the ASEAN economies through the RCEP and its other existing
FTAs with countries of the region.

As the RCEP negotiations move ahead, it is important for India to anticipate
its advantages in value chains and participate in the negotiations accordingly.
An important aspect in this regard is to recognise the inseparability of trade
and investment in the context of value chains. Opportunities in the GVCs,
as explained earlier, are mostly outcomes of export-inducing investment
decisions taken by MNCs and large firms with cross-border operations. The
RCEP negotiations should be utilised by India for facilitating such investments
by Indian firms in various RCEP countries. Several ASEAN countries, such
as Myanmar, Cambodia, Laos, Vietnam, Indonesia and Thailand can provide
useful opportunities for Indian businesses in this regard.
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At the same time, it is essential to make the RCEP yield rules that facilitate
both forward and backward participations in the value chains through efficient
exchange of raw materials and intermediates. The rules of origin (ROOs)
measuring value addition for products for being eligible for preferential
treatment are important in this regard. These ROOs must be simple and easily
comprehensible for enabling users to obtain maximum benefits. Complicated
ROO conditions, like those in the existing India-ASEAN goods FTA insisting
on simultaneous satisfaction of minimum value and change in product
classification, are difficult for users to satisfy and end up discouraging use of
FTAs. Such rules need to be avoided keeping in mind the importance of making
RCEP as user-friendly agreement as possible.

India should also utilise the RCEP for revising ‘inverted’ duties, wherever
possible, as such duties discourage use ofimported inputs by Indian producers.’
Finally, the key to efficient functioning of global value chains and the abilities
of various country producers to optimally participate in them are through
efficient trade facilitation practices. Given India’s relatively poor track record
in this regard, it is essential for India to work on various trade facilitation
measures, particularly logistics, for ensuring greater presence and role in the
regional value chains. The RCEP can be an excellent platform in this regard.

India is currently reviewing its existing FTAs for their better utilisation by
domestic exporters. One of the reasons behind the possible low utilisation of
these FTAs is lack of adequate knowledge about the benefits they can produce.
Disseminating such knowledge, particularly from a value chain perspective,
is essential. India’s various FTAs with ASEAN are being selectively utilised by
industries such as automobiles for extracting advantages of the regional value
chains. These utilisations need to become wider and diverse. Knowledge of the
RCEP, and the importance of involving domestic industry as a key stakeholder
in its negotiations, is important. With the RCEP negotiations about to enter
their seventh round, India needs to explain the benefits of engaging at the
RCEP to the domestic industry in a constructive fashion. The importance of
participating in value chains is critical in this regard. Connecting the benefits
of the RCEP to the significance of a new initiative like the ‘Make in India’ is a
useful strategy for having domestic industry as a willing partner. Lack of such
willingness might end up making the RCEP a less-utilised FTA like some of
India’s other existing FTAs with Southeast Asia and the Asia-Pacific.

4. Concluding Remarks

There is no doubt that the RCEP would lead to strengthen value chains between
India and ASEAN. Along with it, we need to build connectivity among the ASEAN
and India, not only in physical side, but also in digital and human. India and
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ASEAN may undertake new policy measures for strengthening the value chains.
Sectors which offer potential value chains need incentives from both ASEAN and
India.

Endnotes

1

While China, India, Japan and Korea have individually signed FTAs with ASEAN, Australia
and New Zealand are jointly parts of a common FTA with the ASEAN.

‘Guiding Principles and Objectives for Negotiating the Regional Comprehensive Economic
Partnership (RCEP)’. Available at: http://www10.iadb.org/intal/intalcdi/PE/CM%20
2013/11581.pdf. (accessed on 14 October 2014).

The TPP is being negotiated by Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico,
New Zealand, Peru, Singapore, the US and Vietnam. It has finished more than twenty
rounds of negotiations and is close to conclusion.

While India and Thailand are discussing a comprehensive FTA covering trade in goods,
services and investment, till now, they have had an Early Harvest Scheme (EHS) that
eliminated duties on 82 export items, beginning from September 2004. http:/ /commerce.
nic.in/trade/international _ta_current_details.asp (accessed on 21 October 2014).

India’s trade with ASEAN has experienced a ten-fold increase from US$ 7.1 billion in 2000-
01 to US$ 74.4 billion in 2013-14. See Export Import Data Bank, Department of Commerce,
Ministry of Commerceand Industry, Government of India; http://commerce.nic.in/eidb/
default.asp (accessed on 21 October 2014).

The Indian Prime Minister Narendra Modi launched the initiative on 25 September 2014.
See http:/ /makeinindia.com for more details on the initiative.

An“inverted” duty structure is one where duties on imported inputs and intermediates are
higher than those on the final product.

64



Implications of No-man'’s Land on
Seamless Transport and Trade

Florian A. Alburo”

1. Introduction

This paper intends to explore the impact of No-man’s Land (NML) on border
trade and its implications in facilitating trade across bordering territories. The
focus of this paper is on land transport system, which include both road and
rail transport, and, therefore, the discussion on air and sea transport system
is excluded. A large amount of global trade is carried out overland, according
to WTO (2010). But due to continuing break-up of production into several
components, the assembly plants are located in different locations, and thus the
need to move raw materials, parts, and components across many territories.
For example, between 1990 and 2007, the volume of freight transported by
road (measured in tonne per kilometers) tripled compared to rail and inland
waterways, at least for countries in the OECD International Transport Forum
(OITF). More interestingly, two-thirds of this road transport for the EC-15
countries travelled less than 50 km (in China 63 per cent of freight transported
on land is less than 100 km). As developing countries actively participate in
the globalisation process, land transport becomes crucial even in archipelagic
territories as production networks evolve.

There is substantial empirical evidence that suggests that a necessary
condition for efficient international trade is a transport system, in all its
modalities, that is seamless. There is an increasing number of studies which
point to the high (tariff-equivalent) costs of “behind-the-border” barriers that
include all non-price constraints to efficient movement of goods across borders.
The costs imposed by transport barriers, for example, range from 1.3 to 36
per cent, but, are not quite helpful in zeroing-in actual barriers (Alburo, 2014
for a summary; Wang and Duvall 2014 for Asia-Pacific costs). Even if we move
towards paperless trade as means of facilitating movement of goods, physical
barriers remain important and the question is what constitutes them? It is often

* President, Centre for the Advancement of Trade Integration and Facilitation (CATIF), Manila.
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overlooked that for many adjoining countries there is a vast expanse of territory,
called “no-man’s land”, which breaks a potentially smooth connectivity among
them. This is especially true of developing countries (and even for the developed
countries as well), where a seamless transport system is even more critical.

2. No-man’s Land

Theoretically, No-man’s land (NML) is a demarcation area between two
sovereign territories; in practice it is an area in which cargoes from vehicles of
one territory are transferred to vehicles of the other territory. This exchange of
cargoes between the territories is due to restrictions imposed by the territories
on the entry of such vehicles into each other’s territories.

Based on anecdotal evidence, there is a significant delay and damage to goods
due to the existence of “no-man’s land”. Indeed this NML is caricatured by those
who travel across borders, understanding a life among those who are in-between
territories. On the other hand, NML has also been subject of art competition
that actually recognises these but aim for re-designing future ASEAN borders
(Association of Siamese Architects, 2013).! Traveling within NMLs, for example,
indicate different physical terrain characteristics reflective of neglect in terms
of paved roads, functional road services, and obviously absence of government
presence. In part, this is a product of disputed areas due to insufficient historical
mapping of territories, and has, therefore, continued to prevail until now.? Even
without NML there are outcomes of cross-border trade that have the same effects
as an existence of NML, i.e. “like-NML". Indeed, this is manifested, even if there is
binding free-trade-agreements. A concrete illustration can be found in the North
America Free-Trade-Agreement (NAFTA) itself. In contrast, with the US-Canada
border, which allows cargo trucks from the two countries traffic rights into
each other’s territories, there are restrictions between the US and Mexico in the
southern part. Mexican trucks are limited to commercial zones around the US
border towns and cities (between 3 and 25 mile). Shipments beyond this require
transfer of cargoes from Mexican trucks to US trucks in the vicinity of the border,
as in the NML in other contiguous countries (Frittelli, 2014). One consequence
of this type of NML activity is higher transport costs, delays, and other additional
barrier to cross-border trade. Haralambides and Londono-Kent (2004) raised
the question that why it takes longer to travel a few miles into the border than
from Chicago, Illinois to Laredo, Texas of 1,600 miles.

3. NML in ASEAN

Factual evidence reveals wide variation in the distances of this NML from
the last border town of one country to the first border town of the adjoining
country although this would also depend on the conveyance used (e.g. road or
rail). If we look at the ASEAN countries, 8 of the 10 members have land borders
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with other countries within ASEAN and outside of ASEAN. The length of their
land borders range from about 381 kilometer of border between Brunei and
Malaysia and 2,130 kilometer of border between Lao PDR and Vietnam. Table
1 below captures this length of land border among ASEAN countries and with
India. Both the Philippines and Singapore do not have land borders with other
ASEAN members.? Two points are worth noting. First, the wide variation in the
length of land borders does not mean that the connected countries have wide
openings between them. Second, the number of designated borders means there
are official checkpoints and is part of the larger road (and/or rail) network from
where goods and people cross borders. Often the number of checkpoints is even
much less than the number of designated borders that are still part of road
networks. The addition of India in Table 1 is illustrative of the fact that many of
the ASEAN members have borders with other non-ASEAN countries indicating
the connectedness among countries. For example, Myanmar has borders with
5 countries (2 non-ASEAN); Lao PDR with 5 countries all of which are ASEAN
countries; Indonesia with 3 (2 non-ASEAN); and India with 8 (7 non-ASEAN).
See the number of countries with borders in the country column of Table 1.

Table 1: Kilometers of Land Border: ASEAN and India

Country . :eau & o = = 3 £
(No. of El 5| €| g | |8| E |2z 2| £
countries = § = -§ § E % a| @ "E g
with borders) = =

Brunei (1) X 0 0 0 0 381 0 0| O 0 0
Cambodia (3) 0 X 0 0 541 0 0 0| O 803 | 1,228
India (8) 0 0 X 0 0 |1,463| 0 | O 0 0
Indonesia (3) 0 0 0 X 1,782 235 [ 0 | O 0 0
Lao PDR (5) 0 541 0 0 X 0 0 0| 0 |1,754| 2,130
Malaysia(3) |[381| 0 | 0 (1782 o | X | o |0 |o0*|506 | 0
Myanmar (5) | 0 1,453 0 |[235| 0 | X |o0]| 0 |1800| 0
Philippines (0)| 0 0 0 o |o]| o [x|o]| o 0
Singaore (0*) 0 0 0 0 0 0 0| X 0 0
Thailand (4) 0 803 0 0 1,754 | 506 | 1,800 0 | O X 0
Vietnam (3) 0 [1228] o 0 [2130] 0 0o oo o X

Note: *Connected to Malaysia by Causeway and Bridge.

Source: Author.

Besides land borders, countries may have even more maritime borders. In
ASEAN, many membersexceptLao PDRhave more maritimeborders (neighbours)
than land borders (e.g. Indonesia, Malaysia, Philippines, Singapore, Thailand,
Vietnam). While maritime disputes appear to be more prominent exemplified
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by competing claimants to a number of islands in the West Philippines Sea, these
maritime borders do not really have the same significance to cross-border trade
though they are clearly no less important for trade and development.

The clearer evidence of NML, however, is in the configuration of border
checkpoints. In the absence of more comprehensive data we merely illustrate
its relevance in some of the border checkpoints. Table 2 below gives the number
of border checkpoints for the Greater Mekong Sub-Region (GMS) countries
except China. The number of border checkpoints has obviously increased and
the infrastructure may have also improved. But for many of these, there are
still patches of areas which are considered NML. The distance between the last
border town of one country to the first border town of the adjoining country is
usually where cargoes are unloaded and re-loaded to country-specific trucks.
These distances are sometimes too short or too long.

Table 2: Border Checkpoints in ASEAN GMS (2004)

(Number)
Cambodia | Lao PDR | Myanmar | Thailand | Vietnam Total
Cambodia X 0* 0 3 ?7(2) 5
Lao PDR 0* X 0* 9 10 19
Myanmar 0 0* X 3 0 3
Thailand 3 9 3 X 0 15
Vietnam ?7(2) 10 0 0 X 12
Total 5 19 3 15 12 54

Note: *With borders but no border checkpoints, ? : Not indicated with a border checkpoint in ASEAN
but there is at most 2 reported elsewhere.
Source: ASEAN Secretariat, Jakarta.

Between India and Myanmar, the distance from Moreh to Tamu is less
than 5 kilometer while the distance between Petrapole, India and Benapole,
Bangladesh is 36 kilometer.* Within ASEAN it is 17 kilometer from Poipet,
Cambodia to Aranyaphratet, Thailand; 20 kilometer from Mukdahan, Thailand
to Savannakhet, Lao PDR; 4.6 kilometer from Moc Bai, Vietham to Bavet,
Cambodia. At these stretches, goods are unloaded from one country’s trucks and
reloaded on trucks of the other country. For border checkpoints covering shorter
distances, the goods may be unloaded and reloaded at one of the checkpoints.
What often characterises these road lengths is relatively insignificant especially
where good infrastructure can be found in the border gates of the border
towns. The relative improvements, for example, in Phuentsholing, Bhutan
are not readily evident in the 6 kilometer-stretch to Jaigaon, India across
the border (De et al, 2008 for comprehensive survey in South Asia). On the
other hand, more seamless movement occurs between Brunei and Malaysia
through its Limbang District - 43 kilometer to Kuala Lurah West Brunei and
15 kilometer to Puni East Brunei.
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4. Policy Implications

The implied policy of development institutions is difficulty in supporting and
financing infrastructure in the “no-man’s land” for various reasons. Where
there is no direct sovereign ownership of the NML, or disputed, financing
programmes face problems of identifying the borrowing authority. Neither can
joint governments be borrowers in the sense of delineating proper liability of
loan covenants. Unless the NML territory has a clear unambiguous ownership,
development organisations may be hesitant to provide resources or technical
assistance.

Historical evidence points out that this is a vestige of medieval wars, which
have no place in modern economies.” The costs to the existence of “no-man’s
land” ranges from trade inefficiency, unexploited territories, which could be
developed for border facilities, to greater cooperation and sharing of facilities
and capacities such as customs controls for juxtaposed territories and truly
seamless travel.

What is needed is to consider a whole range of initiatives to minimise if
not eliminate the hindrance NML imposes on the efficient movement of goods
across borders. A recalibration of territorial boundaries may be a way to close
some cadastral gaps using historical records and latest technology, to arrive
at seamless borders that would then pave the way for greater cross-border
cooperation through, for example, common facilities.

Promoting traffic rights among the adjoining countries allowing trucks to
cross borders into the adjoining country’s territory for cargo delivery and accept
back haul cargoes as well would be another measure that would make NML
redundant and raise connectivity. This will entail auxiliary measures (e.g. dual
licenses of trucks, joint ventures among haulers, truckers and general logistics
services). However, the extent to which this may be effective leaves NML intact,
which may remain undeveloped and create a break in infrastructure from one
country to the other. Moreover, it is not clear how far traffic rights are going to be
extended or limited in terms of actual trucks that traverse the NML. Experiments
in traffic rights, whether the Bush or Obama Administration for the US-Mexico
connections, or the GMS Cross-Border Transport Agreement (CBTA), have
invariably been self-limiting and muted in impact.

The NMLs can be productively developed into economic corridors
bundling services and facilities, hosting production bases and network, and
hub for horizontal and vertical linkages into the countryside. This direction
appears to be promising although the magnitude of public investments and
infrastructure could be overwhelming. But, the more important qualification
to such a direction is that it assumes many of the elements in the global value
chain (GVC) that can be captured within the confines of NML between borders,
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whether by virtue of strong interventions, creating state-operated enterprises
to drive the initiatives, or forging agreements with neighbouring and adjacent
territories. The movement of the GVC, however, has been difficult to predict
as various intra-firm transactions dominate trade in value added made more
complex with the addition of bundled services. Thus, the corridor itself may be
under-utilised as production center, despite provision of facilities and locator
incentives, among others, as market forces dictate the way parts, components,
raw materials, and their related services functions settle within the GVC. In other
words, economic corridors are certainly appealing as a way to comprehensively
address border opportunities, while, at the same time, displaying concerns for
multi-faceted issues of development (e.g. poverty alleviation, inclusiveness, SME
participation). Whether, in fact, this approach will fly on a long-term sustainable
basis remains to be seen. It can, however, potentially optimise the use and value
of NML with it becoming integrated in both trade and development. The degree
to which the concerned countries are embedded in GVC and the ever-evolving
nature of trade-in-value-added creates some uncertainty in putting all these in
an economic corridor.

Permeating across these different directions is the likely impact of paying
particular attention to the soft side of connectivity - trade facilitation,
information exchange and customs cooperation as part of a larger modernised
border authority. No doubt there is significant contribution of all these to
seamless cross-border trade. These presuppose that there is no physical gap
in the transport of goods across borders in the form of NML, or like-NML, or
that there are institutional vehicles, which will largely accentuate the effects
of soft infrastructure. Thus, in the case of US-Canada in NAFTA traffic rights
coupled with advanced manifests, the availability of insurance and bonds, and
harmonised regulations have ensured transport and trade integration. Deploying
soft infrastructure will speed up the movement of goods across borders - but
imagine what it would be without the NML and if it is combined with other
related measures.

5. Conclusions

In conclusion, the existence of NML or like-NML between borders poses a barrier
to a more seamless transport and trade raising costs, reducing competitiveness,
and weaker ability to integrate with the GVC. This becomes more acute for
land-locked countries whose goods may have to traverse many borders before
reaching their transport gates, or final destination. What seems to be first-best is
to remove the NML or like-NML. This will allow the adjoining countries to adopt
procedures or processes that are in line with best practices or recommended
under the Revised Kyoto Convention (RKC). Customs offices, for example,
could be located at a common border crossing and the RKC standard is that “...
the customs administration concerned shall correlate the business hours and
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competence of those offices...”® Similarly, at common border crossings, “...the
customs administrations concerned shall, whenever possible, operate joint
controls..”” Finally, where there are plans to establish a new customs office or
convert an existing one into a common border crossing, “...they shall, whenever
possible, cooperate with neighboring customs to establish a juxtaposed customs
office to facilitate joint control..”® In terms of actual implementation of joint
customs control, the RKC again lays out “best practice” procedures, i.e. “...the
customs controls of the exporting administration are conducted at the same
time as the customs formalities of the importing administration (or near
simultaneously) by officers from both customs administrations...”. In addition,
“...the customs controls are conducted within a common area where customs
officers of both administrations are established whether in separate buildings
or in a single facility...” This first-best is of course ideal. More importantly best
practices in overseeing movement of goods across borders as part of overall
package of measures ensure that efficiency is achieved. Alternative solutions
other than those aimed at removing the “like-NML” (i.e., liberalising transport
access) will still keep the NML area either unattended or by-passed in case of
joint traffic rights. What is critical is to make the NML a productive part of trade
and developing it as an economic corridor in some modest ways may do the
trick.

Endnotes

! http:// borderlesscompetition.com
p p

2 For example, the India-Nepal borders show some NML brought about by low-altitude sur-
veys which would differ from high-altitude survey (Kansakar, n.d).
® Singapore is connected to Malaysia via Causeway Bridge and Bridge.

But the distance from Petrapole Railway Station to Jessore Benapole Highway is only 5 kilo-
meters. Some of the distances indicated here come from the website http:/ / distancesfrom.
com.

More often seen in movies where protagonist gladiators fight in NML and once the skir-
mishes are over each of the factions carry their dead and wounded to their respective ter-
ritories.

¢ General Annex, Chapter 3.3.
" Ibid., Chapter 3.4.
8 Ibid., Chapter 3.5.

°® General Guidelines on the Interpretation of General Annex.

References

Alburo, Florian (forthcoming 2014). “Introduction and Overview,” Chapter 1 in E-Trade Facilitation
for SMEs in South Asia: Insights from Asia and the Pacific Region. ADB and UNESCAP.

Association of Siamese Architects (ASA 2013). http://www.borderlesscompetition.com

De, Prabir, Abdur Rob Khan and Sachin Chaturvedi (2008). “Transit and Trade Barriers in Eastern
South Asia: A Review of the Transit Regime and Performance of Strategic Border Crossings”,
Asia-Pacific Research and Training Network on Trade Working Paper Series No. 56 (June).

71



ASEAN-India Economic Relations: Opportunities and Challenges

Frittelli, John (2014). “Status of Mexican Trucks in the United States: Frequently Asked Questions”,
Congressional Research Service.

Haralambides, Hercules and Maria Londono-Kent (2004). “Supply Chain Bottlenecks: Border
Crossing Inefficiencies Between Mexico and the United States”, International jJournal of
Transport Economics (June).

Kansakar, Vidya Bir Singh (n.d.). “India-Nepal Open Border: Prospects, Problems and Challenges”.

Wang, Tengfei and Yann Duval (forthcoming 2014). “Trade Facilitation and Paperless Trade in
Asia: Results from Expert Survey”, Chapter 2 in E-Trade Facilitation for SMEs in South Asia:
Insights from Asia and the Pacific Region. ADB and UNESCAP.

World Trade Organization Council for Trade in Services (WTO 2010). “Road Freight Transport
Services.” S/C/W/324 (October).

72



ASEAN-India Strategic Partnership:
Physical Connectivity and Soft
Infrastructure

Nyunt Maung Shein”

1. Introduction

Myanmar for over five decades had been isolated from the main stream
international community. During this long period, Myanmar had limited
official contact with neighbouring countries at the border. Myanmar opened
up very quickly in 2011 after President U Thein Sein’s government came
in power. With the opening up of the country to the rest of the world and
ASEAN's adoption of the blue print of the three pillars of political and
security, economic and social and culture integration, the term “connectivity”
has become a frequently used term for connecting ASEAN to India as well as
China to the Indian subcontinent placing Myanmar at the crossroads between
these countries. Indeed, there is now talk that Myanmar is a bridge to connect
South Asia and Southeast Asia as well as China and South Asia. Myanmar
must seize this opportunity and also try to gain maximum benefits from this
position.

2. Myanmar’s Border Trade with Neighbouring Countries

Myanmar was ostracised by the West after the military took over power in
the country in 1988. The country came under a range of sanctions imposed
by the West ostensibly because of human rights violations. Under these
circumstances, Myanmar had no choice but to turn over to China for
assistance. The main feature of the close relations with China was the opening
up of the border for conducting border trade. Border trade was actively
carried out at the border town of Muse in Myanmar and Ruili in China. Later
on, more border towns on both sides were designated for border trade. On
the other hand, along the Myanmar-India border, the border town of Tamu
in Sagaing Region and Moreh in Manipur State in India serve as trading

* Chairman, Myanmar Institute of Strategic and International Studies (MISIS), Yangon.
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posts. Now, a second border checkpoint has been established at Rih in Chin
State of Myanmar and Champai in Mizoram State of India. Similar border
checkpoints to allow border trade have been opened with other neighbours,
i.e. Thailand, Laos and Bangladesh. As the conduct of border trade does not
involve transportation by trucks across the border, there are no standardised
agreements between Myanmar and its neighbours on transport overland.
Currently, the border trade is conducted under bilateral agreements and
arrangements.

With China, Myanmar has signed a border trade agreement as well as an
agreement on border areas management and cooperation. The latter agreement
relates to the facilitation of the livelihood and exchange of visits of the people
living in the border areas. Part V of the said Agreement in particular provides for
the border crossing and maintenance of law and public order in border areas.
Part VI relates to border trade. There is also a provision for border crossing of
trucks and riverine craft into each other’s territory with the prior approval of
the local authorities of the other side. However, this provision is only of a general
nature and no specific details are set out in the agreement. Likewise, Myanmar
also signed an agreement of the same nature with Laos. With Thailand, the
border trade points are regulated in accordance with the bilateral arrangements
prescribed by the local authorities and are approved at the central level. With
Bangladesh, Myanmar signed the Border Ground Rules to conduct cross-
border activities between the two countries. With India, the border activities
at designated places along the border are being carried out through similar
arrangements.

Myanmar’s border trade volumes with its neighbours are quite significant.
The total two-way border trade for the year 2013-14 is - with China a total of
US$ 3.774 billion, with Thailand US$ 670 million, with India US$ 48.6 million
and with Bangladesh US$ 14 million, adding to a total of US$ 4.5 billion. Some of
the goods that come through the border, transit Myanmar, and are re-exported
to another neighbouring country. However, this import and re-export process
through the border is a time consuming one and sooner than later the need for a
multilateral agreement to facilitate transit land transport must be realised.

In order to connect physically India to ASEAN, the Trilateral Highway Project
has been agreed upon between India, Myanmar and Thailand. This route will
connect India and Thailand through Myanmar passing through the border
towns of Tamu-Moreh along the India-Myanmar border and Myawaddy-Mae
Sot along the Myanmar-Thailand border. Major portion of this highway already
exists but in some places, especially between Yargyi and Monywa covering a
distance of about 70 mile, the road is in a poor state of condition and the road
from Kawkareik to Myawaddy needs to be upgraded to conform to international
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standards. The latter section of the highway is particularly mountainous and the
terrain is rugged. The road over the Dawna range is so narrow that at any given
time it could accommodate only one vehicle big or small in one direction. There
is no space for a vehicle heading in opposite direction at any given spot along
the road. Thus, vehicles headed towards Thailand and towards Myanmar must
use it on alternate days. India has agreed to undertake to improve the Yargyi-
Monywa section, while Thailand will take care of the Kawkareik-Myawaddy
section. Moreover, India has agreed to extend financial assistance of up to US$
500 million to complete and upgrade the existing highway in Myanmar. There
is also a possibility of extending the Trilateral Highway to Laos, Cambodia and
Vietnam. It is expected that the Trilateral Highway could be commissioned for
use by vehicles by 2016.

Myanmar does not have practical experience in managing procedures to
facilitate cross-border transport. Whatever arrangements and procedures
that exist for cross-border traffic are now being carried out on an ad hoc basis.
Therefore, there is a need to work out for a land transport agreement, which
will cover customs, immigration, quarantine, police and trade procedures in
details between India and ASEAN. Such an agreement would expedite border
formalities.

3. Soft Infrastructure

With regard to soft infrastructure for cross-border transport, the Southeast
Asia region already possess two multilateral agreements, namely, the ASEAN
Framework Agreement on the Facilitation of Goods in Transit, which was signed
by the ten ASEAN Ministers in Hanoi on 16 December 1998 and the Cross-
border Transport Agreement (CBTA) which was signed by all six countries of the
Greater Mekong Sub-region (GMS). Although the signing of the agreement has
been done, its ratification is yet to be completed among the member countries.
Out of the major regional corridors in the GMS, the Northwestern Corridor, the
Southern Corridor, the East-West Corridor and the North-South Corridor pass
through Myanmar. In addition, part of the Asian Highway, AH-1 and AH-2, also
transit Myanmar. There is also the Trilateral Highway project, connecting India
to Thailand via Myanmar with the possibility of extending to Laos, Cambodia
and Vietnam.

Some countries in ASEAN, such as Vietnam, Cambodia, Laos, Thailand,
Malaysia and Singapore already have cross-border transport agreements and
bilateral agreements to facilitate the movement of goods overland. As mentioned
earlier, several economic corridors identified in the GMS pass through Myanmar
and the Asian Highway as well as the Trilateral Highway transit Myanmar.
However, there is yet to be actual transport of goods through the highways and
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economic corridors. As such, the soft infrastructure for cross-border traffic is not
in place at the border checkpoints which Myanmar share with its neighbours.

We have studied the documents drafted by the ASEAN-India Center at
RIS which relates to ASEAN-India Transit Transport Agreement (AITTA):
An Indicative Outline. We welcome this initiative taken by AIC and agree
that the AITTA should be discussed between India, Myanmar and Thailand
for eventual signing as well as implementing the agreement before the
completion of the Trilateral Highway.

4. Present Procedures Involved in Myanmar’s Border Trade
with China

There is no cross-border goods transport agreements between Myanmar and its
neighbours by land route. The actual procedure which is in force for border trade
with Chinais to allow trucks from Myanmar into Chinese border town called Ruili.
At the designated place the goods to be imported from China are unloaded from
Chinese trucks and reloaded onto Myanmar’s trucks, after customs formalities
at the border checkpoints, Myanmar’s trucks return to Myanmar. The inspection
of goods takes place beyond the border town of Muse at the inspection facility
in a place known as 105 miles. The goods are then transported to Mandalay
via Lashio, and yet in another place just before Mandalay the goods are again
subjected to inspection by the departments concerned. This procedure consumes
a lot of time and adds extra cost to the goods reaching their final destination.

In addition to these inspections, there are also mobile teams comprising
officials from the Department of Border Trade, Customs Department, Police and
local administrative officers that frequently check vehicles for illegally imported
merchandise. As the name suggests, the teams are moving between the border
towns and cities like Lashio and/or Mandalay. These time consuming and
stringent measures are taken because there are a lot of goods imported into the
country from the border towns without paying duties and taxes. In fact, some
analysts estimate that only around 15 per cent of the goods coming through the
border have cleared customs duty and commercial taxes. Such corrupt practices
are prevalent not only along China-Myanmar border but also along the Thai-
Myanmar border.

It is hoped that when the legal instruments are in place to govern through
transportation along the border checkpoints between Myanmar and its
neighbours, corruption will be brought down and duplication of inspection
procedures inside the country could be avoided.
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5. Conclusion

As more and more economies of the countries in Southeast Asia, South Asia and
China are integrated, the use of overland connectivity through Myanmar using
the GMS economic corridors, Asia Highway Network and the Trilateral Highway
will be more and more intensive. There is an urgent need for the countries
concerned to conclude a multilateral agreement, which would standardise all
formalities. This would greatly benefit consumers in the different countries of
the region by way of reduction in the prices of goods and also by timely transport
of goods which often include perishables.
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Beyond ASEAN Connectivity:
Potential ASEAN-India Strategic
Partnership
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1. Introduction

The purpose of the paper is to focus on enhanced ASEAN connectivity and its
potential implication for ASEAN and for ASEAN-India connectivity through the
implementation of the Master Plan on ASEAN Connectivity (MPAC).

Association of Southeast Asian Nations (ASEAN), a political and economic
organisation of ten countries located in Southeast Asia, aims to accelerate
economic growth, social progress, socio-cultural evolution among its members,
e.g. Indonesia, Malaysia, Philippines, Singapore, Thailand, Brunei, Myanmar,
Cambodia, Laos, and Vietnam. This process of collaboration is continued
via different agreements and declarations with other countries to become
ASEAN+3 (China, Japan, and South Korea), and ASEAN+6 (India, Japan, South
Korea, Australia and New Zealand).

ASEAN, as a region, is more geographically dispersed and not physically
contiguous, compared to China and India. These member states have diversified
in terms of policies, priorities and institutions. The fast growing Chinese and
Indian economies justify the importance of a stronger ASEAN connectivity.
Enhanced ASEAN connectivity will strengthen ASEAN’s role at the centre of
ASEAN+6 economic integration and the emergence of an Asian Economic
Community (AEC).

Nowadays, India has been recognised as a key strategic partner to fulfill
stability and growth to the AEC. The relations between India and ASEAN has
seen a steady progress since the policy was initiated in early 90s. India became a
sectoral dialogue partner of ASEAN in 1992, which was upgraded to full dialogue
partnership in 1996. Since 2002, we have had annual Summits with ASEAN.

* Assistant Professor at Department of Civil Engineering, Faculty of Engineer, Chiang Mai
University, Chiang Mai.

** Associate Professor at the Faculty of Commerce & Accountancy, Thammasat University,
Bangkok.
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2. Enhanced ASEAN Connectivity

Enhanced ASEAN connectivity addresses the disadvantages of the ASEAN
region and at the same time engenders a more cohesive, investment-attractive,
resilient, and dynamic economic community in the ASEAN region. This intra-
regional connectivity encourages economic growth, narrows the development
gaps by sharing the benefits of growth with poorer groups and communities,
enhances the competitiveness of ASEAN, and connects its member states within
the region and with rest of the world.

Development and achievement of enhanced ASEAN connectivity would
need a common ASEAN vision with a long-term and sustainable approach for
connectivity, taking into consideration the need to promote local economic and
social development and connectivity, mitigating environmental impacts, and
synchronising domestic connectivity with regional connectivity.

To achieve the ASEAN vision, ASEAN has put in place numerous programmes
and initiatives for building and enhancing regional connectivity and some
good progress has already been made. They are called as Master Plan on
ASEAN Connectivity (MPAC). It consists of enhanced physical infrastructure
development (physical connectivity), effective institutional arrangements
(institutional connectivity), empowered people (people-to-people connectivity),
and operationalisation of ASEAN connectivity. Building an enhanced ASEAN
Connectivity requires not only the development of new strategies and
institutions, but also investment in more effective implementation of existing
and future initiatives (ASEAN Secretariat, 2011).

3. Geographical Simulation Model (GSM) Framework

In this paper, Geographical Simulation Model (GSM) framework has been used
to understand the impact of connectivity on economic growth. The Geographical
Simulation Model (GSM), also called IDE-GSM, is developed by The Institute of
Developing Economies (IDE) and Japan External Trade Organisation (JETRO). It
hastwo majorobjectives: (i) to determine the dynamics oflocations of populations
and industries in East Asia in the long-term, and (ii) to analyze the impact of
specific infrastructure projects on the regional economy at sub-national levels.
This model is based on spatial economics. It explains the spread of economic
activities within a general equilibrium framework. The main components of
spatial economics are: (i) increasing returns; (ii) imperfect competition; (iii)
love of variety; and (iv) endogenous agglomeration forces (Kumagai, 2008).

Therefore, GSM is used to simulate the impacts of connectivity improvement,
particularly in reducing the direct and indirect costs due to the physical and non-
physical barriers, such as the better transport and expanded interconnectivity
and also reducing tariff, non-tariff, and social and cultural barriers. Figure 1
illustrates key components for direct and indirect costs of logistics between
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two locations. Some programmes of MPAC such as ASEAN highway network,
Singapore Kunming Rail Link (SKRL), inland waterways network, maritime
transport system are vital for the seamless movement of goods and tradable
services within the region and to the rest of the world, and to establish integrated
and seamless Multimodal Transport Systems. These projects would make ASEAN
as a Transport Hub in the East Asia region (ASEAN Secretariat, 2011).

The model allows mobility of workers within each country and between
sectors. There are agriculture, five manufacturing and service sectors (Kumagai
et al, 2008). The schematic description of the model is found in Figure 2.

The GSM incorporates geography as “topology” of cities and routes. This
representation of geography has several advantages. It makes possible to
incorporate the realistic choice of routes in logistics, and the minimal distance
between any two cities is calculated considering every possible route between
them.

There are key regional/zone variables, such as nominal wage rates in three
sectors, land rent, regional income, regional expenditure on manufactured
goods, price index of manufactured goods and of services, average real wage
rates in three sectors, population share of a location in a country and population
shares of a sector in three industries within one location (Kumagai et al, 2011).

Figure 1: Key Components of Direct and Indirect Costs between
Two Locations due to MPAC Implementation
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Figure 2: Schematic Diagram of Geographical Simulation Model (GSM)*

Note: *Allowing mobility of workers within each country and between sectors.

4. Scenario Development

There are two key scenarios: (i) No AEC Development in connectivity and (ii)
MPAC is implemented. The conditions of these two scenarios are shown as
follows:

e No AEC development: The conditions of routes of ASEAN are assumed as
year 2005. There is no further development. Also, in 2020, the “congestion”
at borders between neighbouring countries is reflected in the route data as
an increase in border crossing time. Therefore, the time at border is assumed
to double in 2020. Tariff and non-tariff barriers among ASEAN countries are
assumed to be the same as 2005. The reduction is found in tariffs and non-
tariff barriers among non-ASEAN countries or between an ASEAN country
and a non-ASEAN country continues.

e MPAC implemented: The conditions of routes are updated at 2010 and 2015,
reflecting the development according to MPAC. In 2020, the “congestion” at
borders between neighbouring countries is reflected in the route data as an
increase in border crossing time. Time at border doubled in 2020 but halved
by trade facilitation. Tariff and non-tariff barriers are updated according to
various trade agreements including AEC.

Figure 3 shows GDP and population density, depicts key characteristics of
this region. Once the connectivity has been established, workers are allowed to
mobilise within each country and between sectors.
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5. Impacts of Connectivity within ASEAN and Spillover Effects

The simulation results show the impact of MPAC implementation on economic
growth. Figures 4 and 5 reflect positive impacts on GDP growth around the
region, particularly in Myanmar, Laos, northern part of Indonesia, the eastern
side of Malaysia, and the southern part of Vietnam. However, it also shows the
negative impacts on GDP growth to southern part of Indonesia, Cambodia, and
northern Philippines. Table 1 illustrates the differences among ASEAN countries.

For Indonesia, Philippine, and Vietnam the negative growth refers to the move
of countries growth poles. It can benefit in reducing their national disparities.
However, for Cambodia, the regions near Laos border gain and the other parts
lose. So, southern corridor in GMS will compliment AEC development.

Figure 3: GDP and Population Density (Year: 2005)
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For India, it reflects both positive and negative impacts on GDP growth around
the region. The southern part and some of earthen part of India are shown a
positive growth. However, in central area and north-east India are shown as
negative growth.

Table 1: GDP Growth Differences between No AEC Development and
AEC Development with MPAC Implemented in Year 2030 of ASEAN

Countries

Country Difference between GDP Growth (%)
Myanmar 2.29
Brunei 212
Laos 1.16
Indonesia 0.39
Singapore 0.36
Malaysia 0.26
Thailand 0.05
Vietnam 0.05
Philippine 0.01
Cambodia -0.02

Figure 4: GDP Growth Differences between No AEC Development and
AEC Development with MPAC Implemented in Year 2030 (Overall)
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Figure 5: GDP Differences between No AEC Development and
AEC Development with MPAC Implemented in Year 2030

In 2030, the ASEAN countries would gain an additioanl 0.32 per cent better
for their growth rate when they implement MPAC. The simulation shows
percentage share of each countries of those benefits from implementing MPAC
in Table 2. They are ranked from Indonesia, Myanmar, Malaysia, Singapore,
Thailand, Laos, Vietnam, Brunei, Philippine, and Cambodia, respectively.

Table 2: Economic Benefits between No AEC Development and AEC
Development with MPAC Implemented in Year 2030 of ASEAN Countries

Country RGDP (US$ million) Share (%)

Indonesia 12582 47.8
Myanmar 5876 22.3
Malaysia 2361 9.0
Singapore 2189 8.3
Thailand 1804 6.9
Laos 654 2.5
Vietnam 500 1.9
Brunei 316 1.2
Philippine 60 0.2
Cambodia -45 -0.2
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6. Lessons Learned

The results depict different critical issues of connectivity, particularly the
physical ones. They consist of the following:

Logistics connectivity is the operationalisation of the overall connectivity
plan, i.e. physical connectivity, institutional connectivity, people-to-
people connectivity, and implementation of ASEAN connectivity. Logistics
connectivity plays a critical part of the overall process of ASEAN Economic
Community development. Figure 6 illustrates the schematic relationship
and reinforcement loop between connectivity and economic growth.

For logistics connectivity, infrastructure can be classified into connectivity
within nation (internal-connectivity) and between nations (intra-
connectivity). It also can be categorised as hard and soft infrastructure.
Furthermore, connectivity consists of several modes of transport, such as
railway, roadway, inland waterway, marine waterway, airway and pipeline.
Typically, the bottlenecks are located at border areas, such as border facility,
ports, and terminal. Therefore, the overall improvement at these nodes can
provide greater efficiency.

Another kind of bottleneck is still related at soft infrastructures, such
as regulation, custom, agreement, etc. These are related to institutional
connectivity. For example, Cross-Border Transport Agreement (CBTA) is
a major soft infrastructure for intra-regional connectivity among Great
Mekong Sub-region (GMS) countries. Practically, the implementation is
challenging.

Not all countries will benefit equally from enhanced connectivity and
economic integration. These benefits will be different according to the
existing and future logistics network (both internal and intra-regional
connections) and the agglomeration and dispersion forces. Some may have
positive effects, others have negative effects.

In overall, enhance logistics connectivity not only depicts improved economic
growth but also the potential of narrowing the development gaps by sharing
the benefits of growth with poorer locations and communities.
Nonetheless, logistics connectivity can bring negative effects to some cities
or areas if they are not competent for more openness competition in this
flattened world.

Northeast India growth will be less than expected as development and
growth will be attracted to Myanmar. There are some marginal benefits of
enhanced ASEAN connectivity for India’s main ports/economic nodes.
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Figure 6: Schematic Framework of a Feedback Loop among MPAC,
Logistics Connectivity, Flow of Goods, Service, and People, Population
and Economic of Each Areas

7. Concluding Remarks

If India wants to fully benefit from the effect of enhanced connectivity in ASEAN,
India would need to upgrade its infrastructure, institutional framework, and
the capability of its domestic logistics service providers. Logistics connectivity
is a key part of the overall development of ASEAN. The challenge is to let each
country view the overall picture and the long term effects, as a win-win situation.
Logistics connectivity between ASEAN and India is very critical for practical
ASEAN-India Strategic Partnership.
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Appendix I: General Modelling Framework

Spatial Economic and General Equilibrium Framework

This model is based on spatial economics. It explains the spread of economic
activities within a general equilibrium framework. The main components of
spatial economics are: (i) increasing returns; (ii) imperfect competition; (iii)
love of variety; and (iii) endogenous agglomeration forces (Kumagai, 2008).

The balance of agglomeration forces against dispersion forces determines the
distribution of economic activities, which is a key concept of spatial economic.
There are many types of agglomeration and dispersion forces (see Table 1).
Thus, observed spatial configurations of economic activities have much variety.
With exogenous shocks, the spatial structure is organised by itself, and the core-
periphery structure evolves through structural changes.

Table 1: Balance of Agglomeration Forces against Dispersion

Forces
Desperation Forces Agglomeration Forces
Transport Costs Economy of Scale
Immobility of Labor Larger Market
Higher Factor Prices Intermediate Inputs

Krugman (1991) shows that a symmetric structure is maintained when
transport costs reach a high enough level; core-periphery structures emerge
when transport costs reach a low enough level. Formalising, transport costs
between regions are exogenous factors and express all distance resistance.
Mobile workers choose a preference between regions based on wage rates and
prices in both regions. When transport costs are large enough, the dispersion
force overcomes agglomeration forces. Firms cannot afford to play harsh
competitive price games even in a somewhat larger market because profit from
the distant market is small. Thus, economic activities disperse. However, as
transport costs decrease to a low enough level, agglomeration forces surpass the
dispersion force. Firms can enjoy large markets and low procurement costs even
with harsh price competition by locating in a large market because the profits
from such distant markets are large. Thus economic activities can agglomerate
in the region” (Kumagai, 2011).

The IDE-GSM incorporates geography as “topology” of cities and routes.
This representation of geography has several advantages. It makes it possible to
incorporate the realistic choice of routes in logistics and the minimal distance
between any two cities is calculated considering every possible route between
them.
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Key Assumptions

In GSM, the agriculture sector is assumed to be perfectly competitive and the
production is depicted by Cobb-Douglas function of land and labour, where
the efficiency of production at a region is different. The transportation costs
of agricultural goods are assumed to be zero and the nominal wage rate to be
the same within a region/zone and between sectors (Masahisa, Krugman, and
Venables, 1999; Kumagai, 2011).

In manufacturing sector, monopolistically competitive environment is
assumed and its technology is to be increasing returns to scale, where labour
and intermediate inputs of the same sector are required. The price index of
intermediate inputs reflects all the distribution of the sector. These specifications
depict circular causation which is based on agglomeration economies; the more
firms are concentrated, the more workers migrate. Differently from agricultural
good, manufacturing products incur product specific-transportation cost,
which is modelled in iceberg manner. Firms choose the minimum cost route
of transports from various network connections and several transportation
modes, such as road, ship, train and air. The model also includes the estimates of
some border cost measures such as tariff rates, non-tariff barriers, other border
clearance costs, trans-shipment costs, etc., (Masahisa, Krugman, and Venables
1999; Kumagai, 2011).

In service sector, the production function is characterised by increasing
returns to scale technology with labour input only. Similarly to manufactured
goods, service also incurs iceberg-type transportation costs.

Consumers are also assumed to possess the same utility function. This
assumption is very conservative but there is no other proper assumption at
this moment, given that we are not able to adjust consumer utility function
dynamically. Income effects are included in our model, and the simulation results
are not quite sensitive to this assumption. This implies that expenditure share
of each good is the same among individuals. Regional incomes are depicted by
regional GDPs, called RGDPs. Land rent from agricultural sector is included in
the regional income of the region where the land locates (Kumagai, 2011).

Labour Movement Decision

Migration decision of workers is characterised by differences of real wage. The
movement of workers ensures the wage equalisation among sectors. Among
region, there is a difference in migration dynamics. In the same region/zone,
price index is assumed to be identical. When there is a nominal wage difference
among sectors, workers in lower wage sector move to higher wage sector.
Among regions price indexes are different. If there is real wage difference among
regions, workers are assumed to move the region of higher real wage.
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Since each worker conceives real wage which reflects price indexand nominal
wage rate, when there is a region of higher real wage, some workers can enjoy
higher real wage with moving there. As long as there is a real wage difference
between any two regions, there is migration between regions.

Data Framework

The data framework of our simulation covers 17 countries, 1715 regions/zones,
4226 cites, and 7044 routes. Each country is sub-divided into states/provinces/
divisions. Each state/province/division is represented by its capital city (see
Figure 1 in paper). It also covers four modes of transports, such as air, land, sea,
and rail. The data is based mainly on the official data from the department of
statistics of each country. Regional GDP (RGDP) of agriculture, five manufacturing,
and service sectors are derived. Five manufacturing sectors are agricultural and
food processing, garment and textile, electronics, automotive and the others.
The data is for year the 2005. In order to capture the geographical spread of
population and economic activities, the following figures show population
density and GDP density which is GDP per square km (see Figure 2 in paper).

Structure of Model and Calibration

GSM is built on JavaTM and object-oriented programming (OOP) technologies. It
is able to forecast the dynamics of populations and industries at the sub-national
level. It works in the following steps (Kumagai, et al. 2008):

1. Initialisation and Calibration: The data on regions and routes are loaded
from prepared data input files, e.g. CVS files. Regional and data related to
the routes between regions must be compatible. For example, names of
cities on route data must appear in the regional data together with other
attributions of the cities (regions), especially latitude and longitude.
Each region and industry set their own “A(r),” the technology or efficiency
parameter. Then, A(r) is calibrated just to absorb the difference between
theoretically computed nominal wage and the actual nominal wage
in each region. For example, if actual GDP for a region is higher than
theoretically estimated RGDP, then “A(r)” in the region is calibrated to
match the theoretical and actual GDPs. Furthermore, “A(r)” can reflect
various industrial infrastructures in regions such as: Electricity, Water
supply, Telecommunication, Human resources, Efficiency of Public sector,
etc.

2. Determination of Short-Run Equilibrium: The GSM calculates the short-
run equilibrium (equilibrium under a given population distribution)
values of GDP by sector, employment by sector, nominal wage by sector,
price index, and other variables based on the distribution of population.
The GSM uses iteration techniques to solve the multi-equation model.
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Population Dynamics Calculation: Once short-run equilibrium values
are found, the GSM calculates the dynamics of population or movement
of labour based on differences in real wages among countries, regions,
and industries. The GSM is able to set the speed of adjustment for inter-
country, inter-region, and inter-industry labour movements.

Output Results: To examine related variables in time series, the GSM
exports equilibrium values of GDP by sector, employment by sector,
nominal wages by sector, price index, and other factors for every single
year in several formats from database and spatial presentation

Repetition of Step 2: Now, new equilibrium under new distribution of
population is found. We assume this cycle as one year and return to Step
2. In the analyses presented in this chapter, the typical simulation is run
for 25 years.
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Strengthening ASEAN-India Strategic
Partnership: Lao PDR Perspective

Siviengphet Phetvorasack’

1. Introduction

The main objective of this paperisto presentthe Lao PDR’s perspective on ASEAN-
India Strategic Partnership (AISP) with particular reference to connectivity.
The Lao PDR as a part of AISP considers that the physical connectivity plays a
crucial role in developing infrastructure in the ASEAN member states and India.
Particularly, it would contribute to Lao PDR economy in terms of economic
growth, regional integration and trade and investment cooperation.

2. Close and Cordial Longstanding Relations between Lao PDR
and India

In September 2010, former President of India H.E. Mrs. Pratibha Devisingh Patil
visited Laos. Then, the former Indian Minister of External Affairs H.E. Mr. Salman
Khurshid attended the 7th Laos-India Joint Commission for Bilateral Cooperation
in Vientiane in September 2013, while in December 2012, Prime Minister of
the Lao PDR H.E. Mr. Thongsing Thammavong visited India to attend the 20th
Anniversary of ASEAN-India Summit and the Lao Deputy Prime Minister and
Foreign Minister H.E. Mr. Thongloun Sisoulith visited India in September 2012.

In addition, Vice-Minister of Foreign Affairs and Laos’ ASEAN SOM Leader
H.E. Mr. Alounkeo Kittikhoun attended the 16th ASEAN-India Senior Officials’
Meeting, held on 23-24 June 2014 in Bandar Seri Begawan, Brunei Darussalam.
The Meeting reviewed the cooperation between ASEAN and India over the
past years, particularly the substantial progress in the implementation of the
Plan of Action to implement the ASEAN-India Partnership for Peace, Progress
and Shared Prosperity (2010-2015) and the Vision Statement adopted by
ASEAN and India Leaders at the ASEAN-India Commemorative Summit, held on

*Deputy Director General, Institute of Foreign Affairs, Ministry of Foreign Affairs of the
Lao PDR, Vientiane.
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20 December 2012 in New Delhi, India to mark the 20th Anniversary of ASEAN-
India Dialogue Relations. The meeting also charted out future directions as well
as made preparations for the upcoming Post-Ministerial Conference (PMC) 10+1
Session with the Republic of India and the 12th ASEAN-India Summit in August
and November 2014 in Myanmar, respectively.

Since 1994, Laos and India have signed several agreements, which contribute
tobilateral relationsin various fields such as trade and investment, the promotion
of small and medium-sized enterprises, agriculture and national defence to
foster socio-economic development and also human resource development. As
a matter of fact, India has been providing about 200 scholarships each year to
train the Lao nationals. Economic and political relations between Laos and India
have been progressively fostered and developed over the last decade.!

3. Role of AINTT for Regional Integration

In the era of globalisation, although many countries have been affected by the
financial and economic crisis in 1997 and subsequently in 2008 with recession,
unemployment and inflation, they continue to manage themselves successfully,
overcoming the negative impacts on their own economies and creating the
new chapter of economic, trade and investment cooperation with the aim to
strengthen positive trends of regional integration and economic growth, namely,
ASEAN, ASEAN-India, ASEAN-China, etc. These economic and trade groupings
(ASEAN and ASEAN-India, etc.) have played an important role for promoting FDI,
FTAs and their economic strategic partnership, based on mutual interests and
reciprocity through track one and track two (Think-Tank Networks) cooperation
and intervention, in order to push forward Plans of Action, recommendations
approved by all relevant Parties.

Bearing in mind that the ASEAN-India Network of Think-Tanks (AINTT) was
an initiative announced by the Prime Minister of India during the 7th ASEAN-
India Summit in Thailand in 2009, to provide an essential bridge between the
think-tank communities in ASEAN countries and India. The 2nd roundtable of
the AINTT was held on 10 September 2013 in Vientiane, Lao PDR. It was co-
organised by the Research and Information System for Developing Countries
(RIS), New Delhi and Institute of Foreign Affairs (IFA), Ministry of Foreign Affairs
of the Lao PDR, Vientiane. The second roundtable of the AINTT was successfully
wrapped up and came up with broad recommendations.

The Institute of Foreign Affairs (IFA) attaches great importance to the role
of AINTT with close collaboration and kind support from RIS. Despite the fact
that the third roundtable of the AINTT took place on 25-26 August 2014, in
Hanoi, Vietnam, all participants discussed and shared their points of view on
the way forward and recommendations that were discussed at the 2nd AINTT in
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Vientiane, Lao PDR. India has been very supportive of the objective of an ASEAN
Community by 2015 and the Initiative for ASEAN Integration. There is no doubt
that the Master Plan on ASEAN Connectivity (MPAC) has also played a key role
in encouraging and narrowing the development gap between the MPAC and the
AISP to complement each other in terms of physical connectivity, and an effective
implementation of the ASEAN-India Plan of Action 2010-2015.

[t is not exaggerated to say that the AINTT roundtables have been successful
in bringing recommendations and way forward, which led policy initiatives.

4. Lao PDR Perspective on ASEAN-India Physical Connectivity
and Soft Infrastructure

Laos shares its northern border with China and is landlocked by four other
countries - Cambodia, Myanmar, Thailand and Vietnam. In this regard, Laos is
deploying the utmost efforts to pursue a strategy of gradual transformation from
a land-locked to a land-linked country by prioritising the development of road
transport networks in the region. This strategy is in line with “the Laos’ socio-
economic development plan”® as well as other regional initiatives including
ASEAN-India Strategic Partnership. This will facilitate Laos elevation from the
Least Developed Country (LDC) status by 2020 and to the ASEAN Community
building, particularly the ASEAN Economic Community (AEC) by 2015, which
will demonstrate fruitful cooperation within ASEAN, thus contributing as a
driving force of Asia in forming new global partnerships. One significant goal
of the AEC vision is to enhance regional connectivity in terms of physical,
institutional and people-to-people connectivity. These three dimensions are
crucial elements as stated in the MPAC, which was adopted at the 15th ASEAN
Summit, held in Thailand in 2009. Subsequently, at the 16th Summit in Hanoj,
2010, ASEAN leaders focused on clear targets and timelines to further develop
the plan. These actually go beyond ASEAN and aim to connect ASEAN to other
regions. India has been a very important Dialogue Partner of ASEAN. The leaders
of ASEAN and India have adopted a “Vision Statement” in 2012 in New Delhi at
the Commemorative Summit, marking two decades of dialogue relations, and
elevated the ASEAN-India relationship to the level of a “Strategic Partnership”.
The Statement building on an already robust relationship, charts the future of
ASEAN-India Cooperation towards peace and shared prosperity. In order to
achieve this common goal, and while making important contribution to ASEAN
efforts in building its community by 2015, it is necessary that we take concrete
steps to ensure that the initiatives set out in this strategic Vision Statement are
translated into firm action.

This is part of the efforts by Laos to support the growth strategy that
focuses on physical connectivity and soft infrastructure. Dr. Prabir De
mentioned: “connectivity promotes trade, brings people closer, and integrates
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the economies... Openness or globalisation is potentially beneficial to all but
requires appropriate policy designs to realise it. Improving connectivity is
essential for the region’s prosperity, continued growth and, most importantly,
poverty reduction.”® Laos has actively engaged in the implementation of overall
internal, regional and domestic integration. Connectivity plays an important
role in its socio-economic development, whilst poor connectivity will not fulfil
this ambitious plan. There is no doubt, therefore, connectivity plays a vital role
for connecting ASEAN with India and parts of the world, particularly in the
aspects of physical connectivity and soft infrastructure. In doing so, ASEAN and
India will get a huge benefit from the connectivity such as more FDI attractions
due to systematic infrastructure and soft infrastructure that are compatible. The
flow of goods, services, tourism, capital and people from intra- and extra- region
will become more efficient. Laos has shown its efforts in taking advantage of the
globalisation by unwaveringly joined the WTO on 3 January 2013. Under WTO
procedures, Laos has officially become the WTQO’s 158th member on 2 February
2013”.* The WTO membership for Laos has played a core role in strengthening not
only its national economy but also physical connectivity and soft infrastructure
related to transport, information and communication technology (ICT), and
energy, telecommunication services, etc. The soft infrastructure projects could
be launched in Laos with the financial support and technical assistance from
India through the ASEAN-India Cooperation Fund. It is more argued that India
should take lead in soft infrastructure, particularly in telecommunication
services modernisation in CLMV countries, in collaboration with the ASEAN
developed countries. In this context, ASEAN and India should exert more efforts
and cooperation to effectively implement the ASEAN-India Plan of Action 2010-
2015, combining with the realisation of no-direct physical connectivity between
CLMV and India and minimising the high cost of transportation between
ASEAN and India. Itis assumed that the ASEAN-India cooperation should take
into consideration its capital investment in the soft infrastructures, related to
investment in improving the commercial environment for businesses in CLMV
countries but relevant to the national laws of these countries. For instance,
possible projects in Laos may include enabling or providing skills training for
public and private sectors, who work for SMEs across the CLMV countries. Laos
covers over 90 per cent of SMEs, which represent an important sector of the
country. Laos need skill improvement in order to compete with other ASEAN
countries. Financial support through ASEAN-India Cooperation Fund would be
needed to strengthen the country’s business and vocational training, English
language training courses for public and private sectors, etc.

The SMEs in Laos would play an influential role for ASEAN-India cooperation
in relation to labour cost. In Laos, the labour cost is cheaper, compared to thatin
other ASEAN countries. This advantage could gain good momentum for attracting
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more FDI in relation to road construction, transportation, telecommunication,
ICT under the AISP framework, particularly those entrepreneurs and business
people coming from the ASEAN and India. On the other hand, unskilled labours
in Laos need more professional and vocational training, particularly the young
people, in order to meet the demand of ASEAN-India labour markets.

There has been a greater need for seamless connectivity with high speed
internet access, regardless of demographics, occupation or geography.
Connectivity is the foundation on which real technology advancements are built
and telecommunication service providers are laying the foundations for the
connected world.

Nonetheless, we need to work to fully realise the information technology
potential that the digital age is offering. To support this change, the soft
infrastructure like the telecommunications industry will be one of the pragmatic
cooperation. It needs to be adopted and innovated, and in this regard closer
cooperation is required. Ultimately, the infrastructure needs to be in place
to meet the demands for the next generation network, in order to avoid the
anticipated explosion in mobile data use and the capacity crunch. Regular
investment would be required to support a wider spectrum of mobile services.
Thus, we need to remove regulatory constraints so that we can develop effective
infrastructure that is based on open standards, providing maximum benefit for
customers at minimum cost to the operators. Global interoperability, is vital to
enable connectivity amongst new systems and services, and targeted regulation
will also foster innovation and help us to create healthy competition. The full
cooperation of regulators is imperative in ASEAN-India markets where services
and products are marked in neighbouring geographies. Network sharing is a
further enabler for connectivity and it has been widely used by operators for
some time. In the recent wake of technological advancements, anti-trust issues
and less binding agreements are being considered, in order to overcome the
complexities at a financial, technical and regulatory level.

Given the vast amounts of data exploring across network in today’s connected
world, we also need to achieve the right balance between data sharing, privacy
and security. This is of particular importance in the telecommunications
industry, where customer data is shared and can be used for cross-selling, which
has further significance, given the rise in services such as mobile banking.

Laos acknowledges that improved systems of transportation and
communication are potential economic drivers. Laos further recognises that
connectivity is vital for linking the country with neighboring countries and also
with global partners. It is encouraging to note that through “Look East” policy,
India has been an active contributor to ASEAN integration.
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Laos is deploying the utmost efforts to transform from a land-locked to land-
linked country. We should further strengthen our cooperation in connectivity,
particularly infrastructure development such as India-Myanmar-Laos-Vietnam-
Cambodia road network as well as India-Myanmar-Thailand highway connecting
Laos and Cambodia. Therefore, India should continue to render support by not
only sharing India’s best expertise and technology but also funding contributions.
If the aforesaid projects are realised, it is without saying that out of the increase
in the volume of trade, goods and other merchandise, the movement of people
will also increase by several folds. This can be qualified as the true connectivity
among the countries. By doing so, the building of trust will be solidified.

5. Recommendations

The following recommendations of the paper should be taken into consideration:

e To meet the soft infrastructure goals, India should continue its fruitful
association with other ASEAN countries, particularly with the least
developed countries. In Laos, the projects of Laos-India were found
beneficial. India should continue its generous support and provide
technical assistance to the Lao PDR in the area of physical connectivity.

e ASEAN physical connectivity will take time to achieve the goals. For this
reason, the framework of the connectivity should be more focused on
and/or prioritised.

e Continue the capital mobilisation including the possibility of the
establishing a fund, bank or specific financial institution in order to
develop the infrastructure, especially physical and soft infrastructure.

e Continue to negotiate this connectivity with their neighbours across
many spheres in order to implement the existing agreements or by
making new ones as required.

e The AINTT should continue to play a constructive role in joint efforts
towards stronger ASEAN-India relations and regional integration in the
years to come. Provide new and further concrete recommendations for
deepening relations and realising the ASEAN-India Vision Statement.

e ASEAN and India need to collectively respond to the opportunities
offered by their geographical and comparative advantages and to the
competitive challenges brought about by global trade and investment
environment. Enhancing ASEAN-India connectivity can potentially place
the two regions at the centre of growth and development and maintain
the good momentum of economic cooperation.
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6. Conclusion

To conclude, this paper has demonstrated the importance of the regional
connectivity, particularly in physical infrastructure, which plays a crucial role
for Lao PDR’s socio-economic development strategy. This is a key for Laos to
graduate from the LDC status by 2020 as well as to realise the common objective
in the regional integration and the framework of ASEAN-India connectivity.
In doing so, India should enhance its role as a key partner for ASEAN. At the
same time, the AISP should continue to take lead in monitoring the process of
implementation of the ASEAN-India Plan of Action 2010-2015, ensuring that
the no direct physical connectivity between CLV countries and India are really
built in the near future. There is no doubt that this connectivity will contribute
to minimising the costs of transportation, freer movement of labour, expanding
more access to ASEAN and Indian markets, attracting more FDI from each other
and facilitating the free movement of goods and labour through economic and
trade cooperation and integration. It is hoped that under the leadership of the
AISP, the physical connectivity and soft infrastructure will be materialised in the
context of the ASEAN-India Plan of Action, paving the way for making ASEAN
and India closer.

The Third Roundtable of AINTT has witnessed the unity in diversity
among ASEAN and India, harmonising the business and marketing framework,
stimulating friendship and cooperation in many aspects, promoting better
understanding between the two regions and working together for the common
interests. To end, it is recommended that the AISP should continue to render
support and assistance by organising conferences, symposium, AINTT, etc., with
the objective to learn lessons and share more experience and views on various
issues in the context of ASEAN-India framework, to invite experts and scholars
of ASEAN and India to the roundtable of AINTT so that the common interests
and better understanding would be prevailed. Laos as a member of ASEAN
also gives its high appreciation and support to the role of the AISP by using the
roundtable of AINTT as a platform to provide more opportunities and chance to
think-tanks network from ASEAN and India to discuss, exchange and share their
points of view on issues related to the ASEAN-India cooperation. Laos actively
participates in many conferences, symposiums and roundtables in order to
learn lessons and share knowledge related to promoting the good relationship
and cooperation between Laos and India. The IFA will work closely with the
RIS in order to promote research and studies cooperation, to learn lessons
from each other in relation to the AISP and to cement the good relationship and
cooperation between the two institutes. Finally, Laos and India have had very
good cooperation. India gives many scholarships to Lao government officials
and students to study in universities in India, it also provides technical support
to the National Plan of Social and Economic Development of Laos helping
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Laos to reduce the national poverty and graduate from the landlocked least
developing country (LLDC) status by the year 2020. All efforts rendered by the
Indian government and the AISP are highly appreciated by the Lao people and
government. It is believed that the future roundtable of AINTT will continue to
give its support to the Lao PDR.

Endnotes

! The seminar, entitled ‘Trade and Investment Opportunities in Lao PDR- Supporting
Current Vision and Policy of the Governments of the Republic of India and Lao PDR,” was
held at the Lao Plaza hotel in Vientiane on Monday, 8 September 2014.

2 The initial session of the Seventh National Assembly, during 15-24 June 2011 at National
Assembly. Ministry of Planning and Investment Vientiane, 7 October 2011.

® De. P (2011) “ASEAN-India Connectivity: An Indian Perspective” in in F. Kimura and S.
Umezaki (eds.), ASEAN-India Connectivity: The Comprehensive Asia Development Plan, Phase
II, ERIA Research Project Report 2010-7, Jakarta: ERIA, pp.95-150.

4 Lao PDR informed the WTO on 3 January 2013 that it has ratified its membership
agreement. Under WTO procedure, that means Lao PDR will officially become the WTO's
158th member on 2 February 2013.
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India’s Relationship with
ASEAN: Seizing Trade and
Investment Opportunities

Shankaran Nambiar®

1. Introduction

The purpose of this paper is to explore relevant policy directions on India’s
engagement with ASEAN in the subject of investment. India has an interest
in ASEAN, particularly in strengthening its economic relations. This has been
evidenced by a long string of initiatives, perhaps most strikingly evidenced
by the ASEAN-India FTA. ASEAN, for its side, realises that it can be a more
formidable economic force in the globe if it was to strengthen itself within the
region. It is towards this end that ASEAN is working and in that context it is
attempting to form the ASEAN Economic Community (AEC). Taking AEC a step
further, ASEAN member states are negotiating with the ASEAN+1 partners on
the Regional Comprehensive Economic Partnership (RCEP). Here, again, India
is a participant, and is in a position to gain more opportunities for investment.

Clearly, India has an interest in ASEAN. ASEAN realises its importance as a
growing region. Recent developments pointto a new economic focus in India with
economic reform being widely discussed. Thus, both India and ASEAN are on the
brink of greater economic growth and they can benefit from mutual engagement
towards this end. There are various aspects to the mutual interaction between
India and ASEAN. At the first level, both entities can take advantage of trade and
their mutual comparative advantages. Beyond that, both India and ASEAN can
gain from investment in each other’s locations.

This paper is organised as follows. The second section sets the background
by discussing the trade and investment structure in India. This is followed by an
examination of India’s trade with ASEAN. This section is based on the premise
that India’s trade with ASEAN, particularly in the services sector, can lead to
more investment opportunities. The fourth section will argue that India needs
to be aligned to the initiatives that are being undertaken in ASEAN with regard to
investment liberalisation. Some concluding remarks are made at the end.

*Senior Research Fellow, Malaysian Institute of Economic Research (MIER), Kuala Lumpur.
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2.India’s Trade and Investment Relations

An analysis of India’s trade structure and trends can shed light on the possible
extent of interaction with ASEAN. There are two possible perspectives that
policy makers can adopt: (a) short-term, and (b) long-term. In the case of the
earlier, policymakers can examine existing trends and decide on the possibilities
for current trade prospects. The latter, a longer view, is possible, and indeed
preferable. In the event that presents trends do not reveal significant scope for
engagement, in view of the market and future prospects, countries can choose
to orient their industries with the intention of capturing those opportunities.

The bulk of India’s imports currently are in petroleum and petroleum
products, gems and jewellery; electrical machinery and parts; iron and steel;
and organic chemicals. Over the years, the share of imports has increased
with respect to products such as petroleum, gems and jewellery, and electrical
machinery sectors. These are the products where complementarities exist
with certain ASEAN member states, such as Malaysia (petroleum and electrical
machinery) and Myanmar.

However, as will be explored in the next section, India will have to strategise
as to how it intends to position itself with regard to other ASEAN states. Broadly
speaking, most ASEAN states do not have a comparative advantage in the iron
and steel sector. Again, it is possible to explore niche areas within this sector,
to determine how India can engage in trade and investment with ASEAN in
specific industries within these sectors. For instance, Myanmar may be able
to export gems to India, while India can specialise in the processing, design
and manufacture of high-end jewellery. Similarly, several countries in ASEAN
have high degree of experience and competence in electrical machinery, office
equipment and electronic components. India can engage in trade with these
countries at differentlevels. Itis possible to investin ASEAN countriesin line with
these trade patterns. To make another example, India can export its technical
services to Malaysia for research and design purposes so as to upgrade the light
manufacturing industry in that country. That will boost Malaysia’s exports in
light manufacturing.

In terms of exports, the sectors that were dominant in the 1990s were gems
and jewellery, articles of apparel (not including knit or crochet), cotton, cereals,
fish and crustaceans, knit and crochet, automobiles, and coffee, tea and spices.
In more recent times, India’s major export to world were driven by petroleum
and petroleum products, gems and jewellery, iron and steel, non-electrical
machinery, organic chemicals, ores, slag and ash, electrical machinery and parts,
and articles of iron and steel, etc.

India used to have export sectors that were largely resource-based and
labour-intensive. These sectors have given way to sectors that are based on
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metals and minerals and have a stronger manufacturing component. Goods such
as petroleum and petroleum products; gems and jewellery; organic chemicals;
electrical machinery; and iron and steel now dominate two-way trade. The
patterns of India’s trade partners have also changed. China and South Korea
are important trade destinations, followed by the United Arab Emirates, Saudi
Arabia and ASEAN. There are two interrelated issues here. First, India has to
identify those areas through where it can engage with ASEAN in terms of trade.
Second, India has to cooperate with ASEAN to build upon trade as a platform for
investment. In this sense, trade will open up opportunities for investment.

India’s trade with ASEAN, although not of a significant proportion to total
trade, has been growing. India’s total imports from and exports to ASEAN have
been growing since 2000, particularly with Singapore, Malaysia, Indonesia and
Thailand. The same cannot be said for the other ASEAN member states, which
are hardly significant trade partners for India. Imports from ASEAN countries
have been rising in total Indian imports with respect to Singapore, Malaysia,
Indonesia and Thailand. India’s imports from ASEAN+5 have increased from
about 19.8 per cent of its total imports to about 27.5 per cent in 2012. Viewed
from the ASEAN perspective, ASEAN+5’s imports from India have risen from 0.7
per cent to 1.3 per cent of ASEAN+5’s total imports from the World. Similarly,
India’s exports to ASEAN+5 have increased from 14.5 to 20.9 per cent in 2012.
However, ASEAN+5’s exports to India as a percentage of its total exports have
increased from 0.9 per cent to 2.5 per cent, for the same reference period.

Clearly, while ASEAN+5 matters more and more to India, the reverse is not
the case. India’s exports to East Asia (i.e. China, South Korea and Japan) have
increased from 7.0 per cent to 8.6 per cent in 2012. It has remained stagnant
with respect to Australia and New Zealand. The growth in India’s exports to
Indonesia, Malaysia, Singapore and Thailand has been more rapid, increased
from 5.3 per cent to 9.4 per cent in 2012. India’s imports from East Asia, on the
other hand, have increased remarkably from 8.8 per cent to 15.9 per cent. While
imports from Australia and New Zealand and Brunei have remained stagnant,
imports from Indonesia, Malaysia, Singapore and Thailand have decreased from
8.2 per cent to 7.6 per centin 2012.

There are several points that can be made from this broad pattern in trade
trends. First, India’s relevance to ASEAN has not been missing in tandem with
ASEAN'’s relevance to India. India is getting more reliant on ASEAN, but it has
been slow to benefit from the gains that it can be made by being the country
of choice from which ASEAN can trade on a bigger basis with India. These are
unutilised opportunities that India is yet to reap from ASEAN integration (Das,
2013).

Second, there are strong indications that India is making some progress in
its trade with Indonesia, Malaysia, Singapore and Thailand. India’s trade with

103



ASEAN-India Economic Relations: Opportunities and Challenges

the CLMV countries is meagre at the moment and leaves much scope that
can be mutually derived. It is worth noting that these countries are emerging
economies, being at a relatively low level of development at the moment, which
would place them in a situation whereby they can gain from trade with India.

Third, it is encouraging that there is evidence of India’s increasing trade with
Northeast Asia, i.e. China, South Korea and Japan. However, India’s exports to
this block fall far short of its imports from these countries. Nevertheless, the
strong trade ties indicate that a broader range of activities is possible in ASEAN
via this group of countries. In this context, the RCEP is an important agreement
that India can leverage upon.

The foreign direct investment (FDI) flows between India and ASEAN provide
a further dimension of India’s economic structure and indicate how it could
interact with ASEAN in future. Singapore is the biggest contributor of FDI to
India, followed by Japan. South Korea is a distant third in terms of FDI inflows
into India, with Australia as a contender for fourth place. India, in turn, favours
Singapore as a FDI destination. Similarly, Australia is second in importance
as a destination for Indian FDI, with Malaysia being the third most important
destination. Combined with the trade data, itis clear that Singapore figures most
prominently when it comes to both trade and investment. The FDI outflows from
India to ASEAN are greater than FDI inflows from the region to India. It is very
clear that the prospects for inter-regional FDI flows are great and have not been
utilised. There is ample room for investment cooperation between India and
ASEAN, given that the flows of FDI between these two entities are at a rather low
level in the case of most ASEAN member states.

The areas for ASEAN FDI inflows into India include construction,
telecommunications, hotel and tourism, manufacturing, electronics and
electrical products, chemicals, automobiles, power and metallurgy. India, for its
part, can contribute to ASEAN’s development through FDI outflows in various
segments of agriculture, financial services, business services, software, drugs
and pharmaceuticals, transport, storage and communication services.

As far as the area of infrastructure sector development is concerned, India has
a huge demand in this area. Singapore and Malaysia have been able to cash in on
the opportunities that this area provides within India. However, the possibilities
are far larger than are currently exploited, and the entire gamut ranging from
power, petroleum and gas to ports and air and sea transport represent FDI
opportunities for ASEAN member states.

3. India’s Trade with ASEAN: Challenges and Opportunities

India’s interest in trade with ASEAN is clearly seen from the Free Trade
Agreement (FTA) that it signed on 13 August 2009. However, that agreement
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dealt only with trade in goods. That agreement had its weakness in so far as it
was the outcome of prolonged negotiations and did not show enough will to
modernise Indian agriculture (Batra, 2009). The India-ASEAN FTA was a step
for India in the direction of a stronger and more involved economic relationship
with ASEAN. There are deeper levels at which India can interact with ASEAN,
and trade in goods is a preliminary move (Nambiar, 2011).

ASEAN does not figure in India’s list of top ten sources of imports, with the
exception of Indonesia. Indonesia’s exports to India account for less than three
per cent of the value of total imports. Again, ASEAN is largely absent from the
list of top ten export destinations. Singapore does figure prominently as it is the
third most important importer from India. But, itis the only ASEAN country that
does so. Itis to be noted that Singapore does fall among the top ten countries to
which India exports. Even so, India’s exports to Singapore constitute less than
five per cent of India’s total export value.

An examination of the pattern of India’s top export and import items casts
some light on why ASEAN member states do not assume significant position of
importance in India’s trade. The following are some of India’s top export items:

e Petroleum products

¢ Gems and jewellery

e Pharmaceutical products

¢ Transport equipment

e Machinery and instruments
¢ Readymade garments

¢ Manufactures of metals

¢ Electronic goods

¢ Rubber, glass and products
¢ (Cotton yarn and fabrics

There is overlap between the above-mentioned products and the production
of these goods in ASEAN (see for instance, Chandran, 2010). In case of cotton
yarn and fabrics, India has comparative advantage, while ASEAN member states
have alternative sources of import, like Bangladesh. India is a global leader in
gems and jewellery, but this does not constitute a huge amount of total trade
with ASEAN states.

Regardless of the substitutability, India has the capability to compete for
ASEAN markets in petroleum products, pharmaceutical products and heavy
machines and manufacturing. As far as light manufacturing is concerned, it
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might be more difficult to compete. In terms of imports, India’s top import items
are as follows:

e Petroleum crude

e Gold and silver

e Electronic goods

e Pearls and precious stones

e Non-electrical machinery

¢ Organic and non-organic chemicals
¢ (Coal, coke and briquettes

e Transport equipment

e Metal ferrous ores and products, and
¢ Iron and steel

Some of these items sought by ASEAN include crude petroleum, electronic
goods, pearls and precious stones, and chemicals.

A brief analysis would suggest that there is scope for India to export food
items to ASEAN countries such as Brunei, Cambodia and Singapore. As far as
iron and steel is concerned, India is in a position to export to almost all the
ASEAN countries. With the exception of the Philippines, there are opportunities
for trade between India and the rest of ASEAN in pharmaceutical products.
However, countries such as Singapore, Malaysia, the Philippines and Thailand
have greater comparative advantage than India in machinery and transport
equipment, suggesting that India can import from them. The same is the case
with electronic data processing and office equipment.

There is scope for trade with ASEAN in sectors like cotton, tea, minerals,
metals, and finished products. Joint-production is possible in the automobile
industry involving parts and components. It is also worth noting that both
Thailand and India host multinational automobile manufacturers.

India’s services sector has witnessed one of the highest growth rates in the
world. On the export front, the high rate of growth of the services sector in India
has been able to compensate for the deficit in merchandise trade.

The Indian economy is heavily dependent on agriculture because of the
population dispersion with its tilt towards the rural areas, and a strong small-
holding and subsistence component within this sector. Agriculture is also able to
generate employment and ensure livelihoods, yet the services sector is driving
growth in India. Nevertheless, the services sector is assuming a larger role within
the economy, propelling services-led export growth.
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India has undertaken reform of the services sector. This has been done
significantly in the telecommunications sub-sector. Other sectors that have
benefitted from reform include financial services, infrastructure, power and
transport. India has established a reputation in services relating to software,
financial, IT services, business process outsourcing, healthcare, and professional
services.

Services form a sizeable component of its GDP, both in ASEAN and India.
The services sector forms 40 to 70 per cent of ASEAN’s GDP, amounting to
more than US$ 400 billion. Further, the services sector composes about 14
per cent of ASEAN’s total global exports and about 18 per cent of imports. The
corresponding figures for India are about 34 per cent for exports and 30 per
cent for imports. Taking into account the diversity of ASEAN, it would be useful
to note the divergence in the relative importance of the services sector to GDP.
In Singapore, for example, the services sector constitutes about 70 per cent of
GDP, which is the upper limit for ASEAN member states. On the other hand, in
Cambodia, services contribute about 40 per cent of GDP. This indicates the range
of variation and it also suggests the high potential for cooperation the services
sector.

India’s export of services to ASEAN is concentrated in software and IT-enabled
services (ITeS). To a lesser extent, India exports technical education, financial and
healthcare services to ASEAN. Singapore and Malaysia, and to a varying degree
Thailand, the Philippines, and Indonesia have promoted the development of
export-oriented services industries ranging from construction and engineering
to infrastructure development. Education and health care have been prominent
within the social services sectors. Singapore, Malaysia and Thailand have taken
advantage of their medical tourism industries. Singapore, Malaysia and the
Philippines have actively participated in business support services, with the first
two countries having successfully found markets for telecommunication services
in India. Indeed, Singapore, Malaysia and the Philippines have global markets for
a wide range of services.

However, trade in services is likely to be contentious. Most ASEAN countries
are highly protective of their services sector, particularly in the case of professional
services. The problem mostly lies with market access for the movement of
natural persons (Mode 4), where the temporary movement of intra-corporate
transferees is open for most ASEAN member states. Nevertheless, this is an area
which is of interest to India since it has a large pool of skilled labour that would
benefit from the free flow of labour.

The asymmetrical interest in services will also be a source of conflict. This,
again, will surface in the area of financial, banking and insurance services. India
is likely to be slow to open these markets to ASEAN member states. On the other
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hand, some of the more developed members would be keen on gaining access
to the Indian market. Singapore and Malaysia, for instance, would like to see a
more liberal policy with regard to the entry of foreign service providers in these
areas. While some of the Malaysian banks (viz. Maybank and CIMB) would want
to extend their borders, however, in the near future, opening the market is not
expected in Malaysia.

India would stand to gain by exporting its professional services, particularly
medical, para-medical, legal and accounting services. India may have comparative
advantage in these services, but gaining access to the targeted markets is difficult.
Notwithstanding the constraints, India should continue to seek opportunities,
and continue to negotiate with respective member states on a bilateral basis and
also at the regional level. Indeed, it is at the regional level that India should target
its efforts to strengthen relations in service trade.

4. Seizing Investment Opportunities

As discussed earlier, there are sectors where we find complementarities and
the possibilities for investment with the conclusion of negotiations of an FTA
in services and investment between India and ASEAN on 20th December 2012.
Obviously, India and ASEAN can continue to follow the investment trends in
existence. This does not involve any proactive action, and in fact seems to be
premised on the apprehension that the returns on services and investment
would be meagre (Babu, 2013). A second possibility is to plan strategically for
Indian companies to find opportunities in ASEAN, particularly in services and
investment (Nataraj, 2013). This requires aggressive export promotion strategies
for Indian companies seeking to investin ASEAN. Similarly, India should promote
itself as a favourable location for ASEAN companies. The interaction between
India and ASEAN has necessarily to be in alignment with the broader processes
that are taking place within ASEAN.

ASEAN is poised to become the next global hub for investment. For this to
be possible, ASEAN has to be integrated and has to assume the modality of an
entity that gives it the features that would qualify it for treatment as a regional
entity in the same way that the EU or NAFTA is treated. A major difference
between these organisations and ASEAN is that the latter does not see itself as an
organisation that is legally bound and involves the loss of national sovereignty
in certain respects, particularly in the policy space. ASEAN does not envisage
such an end result, but as part of the integration process it has to achieve
liberalisation and adherence to a set of rules that governs trade and investment
processes (Pupphavesa, 2008). Although there is emphasis on issues such as
trade facilitation, investment facilitation, harmonisation of rules of origin and
MRAs, there are wider goals that ASEAN seeks to achieve. Primary among them
is that of achieving an ASEAN community. It is significant that the notion of
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‘community’ is chosen since a community accommodates differences in levels
of development, attempts to bridge them and respects a consensual approach.

The AEC was endorsed by ASEAN leaders at the Bali Summit in October
2003 as one of the three pillars of the ASEAN Community. In general, the AEC
aims to integrate ASEAN into the global economy and create a single market
and production base where goods, services, capital and labour flow freely, so
that equitable development can be realised within the region (ASEAN, 2008).
The successful construction of the AEC will have tremendous implications for
investment flows into and within ASEAN by expanding the economies of scale
and scope in the region.

In 2007, ASEAN leaders agreed to push forward the AEC deadline to
2015 and approved the AEC Blueprint, which provides detailed outlines and
commitments to achieve the unified market. The AEC Blueprint has four major
components:

¢ Single Market and Production Base
e Competitive Economic Region

e Equitable Economic Development

¢ Integration into the Global Economy

With the successful implementation of the Blueprint, it is expected that
there will be free flow of goods as a consequence of the elimination of tariffs
and non-tariff barriers (NTBs). As ASEAN moves towards the creation of the
AEC, there will be harmonisation of rules of origin, trade facilitation, and
customs integration. Other issues that will receive attention include standards
and conformance and technical barriers to trade (including mutual recognition
arrangements, or MRAs). Trade in goods is crucial to the AEC project as
further progress towards achieving the goals of this enterprise, in its entirety,
begins with trade in goods. Trade in goods is not the only goal of the AEC, but
success in the other areas cannot be expected if the free flow of goods and the
accompanying institutions cannot be achieved. In that sense, trade in goods is
foundational but by no means final.

It will be more difficult to achieve objectives such as the free flow of services
and flow of capital than trade in goods. Two challenges that have to be overcome
in ensuring free flow of services include the liberalisation of financial services
and agreement on the mutual recognition of professional qualifications. The
free flow of capital will be contentious because it touches the heart of capital
markets, impacting upon banks and banking practices, issues that are close to
the heart of ASEAN member states. Further, the recent economic and financial
crises of 1997 and 2008 are not out of memory, and will remind nations of the
need for interventionist policies rather than free play of market forces in the
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event of excessive exchange rate volatilities and financial disruptions. While
member states would welcome ease of executing cross-border transactions,
there will be reluctance to surrender control over banking and capital market
practices as a consequence of the fallout from these crises. The responses to the
crises have pointed to the need for national policy intervention for managing the
crises, as was the case with Malaysia (Nambiar, 2003, 2012).

The free flow of labour is necessary for a successful AEC. Both the free flow
of investment and services depend very much upon the free flow of labour. At
present, there seem to be more flow of unskilled labour than skilled labour.
Again, the flow of labour, particularly skilled labour, will make it difficult to
protect domestic professional services industries (e.g. architectural, accounting
and legal services). Nevertheless, without the free flow of skilled labour and
free trade in services, it will not be possible to establish ASEAN as a region
that can attract FDI. The free flow of skilled labour is central to achieving AEC.
Nevertheless, this is an issue that India will have to deal with judiciously in view
of the national interests at stake (Nataraj, 2013). India, for its part, will want
to promote the free flow of skilled labour. However, one could expect concerns
from other ASEAN countries on this issue.

ASEAN initiated the process of encouraging free flow of investment through
the ASEAN Investment Area (AIA). The AIA was meant to ensure investment
protection, national treatment, investment facilitation and cooperation, and
promotion. The ASEAN Comprehensive Agreement on Investment (ACIA) may
likely cover these issues. ACIA is a wider agreement than the AIA and is better
equipped to promote free flow of investment in the region.

The goal of achieving a competitive region encompasses establishing
competitive policy in ASEAN, consumer protection, and a better intellectual
property rights regime (Sivalingam, 2005, 2006). For the concept of ASEAN
as a competitive region to be fulfilled, it is also necessary to have a strong IPR
regime. It is towards this end that the ASEAN IPR Action Plan (2004-2010)
was undertaken. These are areas where the progress has been uneven, given
that some member states have made considerable achievements while others
have yet to initiate necessary policies. Some of the goals that have been spelt
out are ambitious, a case in point being the proposal to create an e-commerce
environment in ASEAN through the e-ASEAN Framework Agreement. However,
itis not clear how ASEAN will achieve these goals. It has to be noted, for instance,
that some of the member states like Brunei, Myanmar, Cambodia and Laos do not
have competition policy and law to date. This means that in the first instance,
competition and law will have to be introduced to these states. Similarly, the
quality and effectiveness of the laws protecting intellectual property differs
among the member states. There is a need for a strong IPR regime, if the reality
of achieving AEC is to be realised. However, the manner in which this is carried
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out will have to take into account differing views on IPRs and the pace at which
it can be implemented. India may want to balance IPRs with its call for social
justice, particularly with respect to pharmaceutical products. This will be
a special concern for India in view of its pharmaceutical industry and also in
view of the need to ensure a cheap supply of generic drugs to keep the costs of
healthcare low. India will not be alone in sharing these concerns, since there are
other ASEAN member states that have similar views.

The question of connectivity is a broad issue that subsumes many aspects
of economic activity including physical, institutional and people-to-people
connectivity (ASEAN, 2011). Within the realm of physical connectivity, the main
areas are ICT, transport and energy, although institutional connectivity, which
has been touched upon earlier, has important consequences for investment
connectivity. The provision of infrastructure is a less contentious issue, which
also will contribute to making ASEAN a more vibrant location for investment.
There is considerable progress that is being made to develop the infrastructure
network in ASEAN. Both India and China are active participants in improving
the infrastructure network across ASEAN. China had proposed the Southern Silk
Road to connect China and India through Bangladesh and Myanmar (Hussain,
2014). This is an interesting example of cooperation between the two Asian
giants involving ASEAN. Although India’s ambitions are more limited than those
of China’s, India is doubtlessly contributing to transport connectivity in the region
(Osius, 2013). Significant among the transport links to enhance connectivity is
the sea route to the west of the Mekong-India Economic Corridor (MIEC) which
can connect Dawei (Myanmar) with Chennai and the east link which connects
Bangkok with Ho Chi Minh City. The Thailand-Myanmar-India section of the
Asian Highway No. 1, which has been identified as the Trilateral Highway, is
another transport link that can improve ASEAN-India transport connectivity.

Equitable economic development is a challenge particularly for the CLMV
nations. The older members are better equipped to take advantage of the
liberalisation process and the advantages that would come from the creation of
the AEC. In the normal course of events, the less developed ASEAN members
would lag behind the more developed and prosperous nations, widening the
development gap. In particular, the concerns of the small and medium enterprises
(SMEs) have to be given specific attention. This is an area of relevance because
India wants to develop its SMEs. Mechanisms to connect the SMEs in India
with those in ASEAN would help improve the capacities of SMEs in ASEAN.
These opportunities would also help SMEs in India to internationalise opening
opportunities for them to invest in ASEAN.

The most significant effort to establish ASEAN centrality is, of course, the
effort to integrate ASEAN into the global economy. Towards this end the RCEP
is being negotiated. This agreement, which has its basis on the ties that ASEAN
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has with its ASEAN+1 partners, will lead to the harmonisation of rules within
ASEAN, making ASEAN a seamless economic region. In doing so, ASEAN will be
able to achieve “ASEAN Centrality,” an arrangement that will aid in smoothing
external economic relations (Wang, 2013). There is sufficient flexibility in RCEP
to eventually allow agreements even with non-partners. The outward branches
of RCEP, with ASEAN as the core, will preserve ASEAN’s position as the centre.
RCEP will allow India to directly interact with ASEAN member states, reducing
barriers to trade and investment.

The opportunity that RCEP can potentially make available to SMEs both in
India and ASEAN is important. With lower barriers to trade and investment,
and creation of mechanisms for ease in investment for SMEs, through RCEP as
a vehicle, more investment will be generated in the region. These mechanisms
will also provide more exposure to SMEs in the global market. Similarly, RCEP
will ease investment in ASEAN, thus leading to the upgrading of global supply
networks. With a more attractive investment environment, more supply
chains will be setup in ASEAN, leading to greater investment and employment
opportunities, and consequently, technological upgradation. These are some of
the possibilities that India can seize in its interaction with ASEAN.

India, in its proposed engagement with ASEAN in the realm of investment,
has to take cognisance of the initiatives that ASEAN has proposed and is in
the process of accomplishing. There is no doubt that there are likely to be
challenges that ASEAN member states must overcome in their quest to become
a community, and act as a counterforce to the other regional groupings in the
world. In order to be engaged with ASEAN, India has to proceed with reforms
that are similar in nature to those that ASEAN is undertaking. While it is true
that there are different levels of progress that are being made among ASEAN
states, India must choose a level that it is comfortable with. Further, India has to
take account of the fact that some of the RCEP partners are developed countries
that have already reached rather high levels of liberalisation and institutional
reform. In any case, there is no doubt that reform is essential within the Indian
scenario, in a manner consistent with the 16 countries.

5. Conclusions

This paper argues that India has to undertake institutional reforms as a step
towards its integration with ASEAN. In this respect, India has to be conscious of
the initiatives that ASEAN has taken in line with the AEC proposal and the related
initiatives. India cannot undertake a reform programme that is isolationist and
suitable only for its own national objectives. Rather, India has to work and act
in a manner that is consistent with the negotiation demands that are likely to be
posed by the other RCEP members, and in accordance with the more developed
ASEAN member states.
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As has been argued, the starting point for any strategic engagement is to
take into account the existing trade and investment patterns. This will put in
place a platform for an engagement process that is not out of touch with current
realities. But this alone is not sufficient for further progress. It is necessary to
work out a long-term strategy aligned with ASEAN’s own chart of advancement,
in particular that of individual ASEAN member states, to take full advantage of
the investment opportunities.

Indeed, as a negotiating partner of RCEP, India will have to look into the
future. It will have to take into account that there are some states that are in TPP
negotiations. Thatis nota major problem, since there are many ASEAN countries
that are not keen to participate in the TPP. However, RCEP is an opportunity
for India to take advantage of investment opportunities in ASEAN. This, among
other things, requires India to initiate its own domestic reforms so that ASEAN
member states find it attractive to invest in India. India, for its part, will have to
investigate the opportunities that it can reap in ASEAN. India will also have to
reorient itself strategically to realise full benefit from the opportunities that will
emerge in future.
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ASEAN-India Special Facility:
A Proposal

Prabir De”

1. Introduction

India’s engagement with the ASEAN occupies a special position in her newly
designed Act East Policy. ASEAN and India have taken several initiatives in the
recent past to deepen the relations. Bilateral trade between India and ASEAN
stood at US$ 74 billion in 2013-14, of which India’s export to ASEAN was US$ 33
billion and import was US$ 41 billion, respectively. The growing trade volumes
have led to an institutionalised trade relationship as reflected in the ASEAN-
India FTA (AIFTA). The FTA in goods became effective on 1 January 2010,
whereas the ASEAN-India Agreement for Services Trade and Investment was
signed recently and is expected to be enforced soon. ASEAN and India are key
partners in the Regional Comprehensive Economic Partnership (RCEP), which
is being negotiated at present. RCEP Agreement is likely to expand the market
size and improve the competitiveness of the Asian region. In parallel, India’s
connectivity with ASEAN has witnessed some important developments in recent
years. India provides high importance to Trilateral Highway and Kaladan Multi-
modal Transit Transport Project (KMTTP). The Transit Transport Agreement
(also known as Motor Vehicle Agreement) between India and Southeast Asian
countries is being negotiated at present. Nevertheless, what attracts our mind
is India has been facing rising trade deficit with ASEAN. It is being debated how
to encourage Foreign Direct Investment (FDI) from ASEAN, which may lead to
narrow the trade deficit in medium- to long-run.

ASEAN region has contributed significantly to the overall FDI flows of India
(around 13 per cent during 2000 to June 2014) (Table 1).! Total FDI inflow
from ASEAN to India had increased to US$ 28.22 billion, where Singapore alone
contributed 12 per cent to country’s total inward FDI.? Indonesia and Malaysia
followed next. FDI has also been on the rise from India. India’s outward FDI flow

*Professor, Research and Information System for Developing Countries (RIS), New Delhi.
Views are personal.
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to ASEAN in 2010 was US$ 2.58 billion, an increase of 221.6 per cent from US$

811.18 million in 2009, which accounted for 3.4 per cent of the total FDI into
ASEAN in 2010.3

There is a direct relation between FDI and trade. For example, in conventional
sense, higher trade brings higher investment and vice versa. Major determinants
of FDI flows are market size, exchange rate, taxes, government policies, trade
barriers and quality of institutions, etc. FDI can be of two types: horizontal FDI
(HFDI), which is also known as market-seeking FDI, and vertical FDI (VFDI), also
known as efficiency-seeking FDI.

Table 1: Inward FDI to India from ASEAN from 2000 to June 2014

Country FDI Inflows (US$ million) Share in Total (%)
Singapore 26,632.95 11.85
Malaysia 720.79 0.32
Indonesia 621.31 0.28
Thailand 175.71 0.08
Philippines 63.64 0.03
Myanmar 8.96 0.00
Vietnam 0.24 0.00
ASEAN 28,223.60 12.56
Japan 16,963.33 7.55
South Korea 1,455.68 0.65
Hong Kong 1,232.88 0.55
Australia 600.68 0.27
China 410.77 0.18

Source: DIPP, Government of India.

FDI from ASEAN to India may narrow the rising trade gap in goods. Countries
that implement trade facilitation reforms and enhance trade efficiency and
connectivity are generally expected to attract more FDI. When tariff becomes
low, firms in source country benefit from trade liberalisation induced scale
economies than moving in host country with FDI. Ideally, VFDI between ASEAN
and India is predicted to occur when border barriers are removed, NTMs are
streamlined and economic corridor is established.

Investment is needed for development of connectivity (backend
infrastructure) in India’s Northeast, and CLMV (Cambodia-Laos-Myanmar-
Vietnam) and islands of ASEAN.* The requirement is twofold: one, we
encourage investment in physical infrastructure sector, particularly in CLMV and
India’s Northeast. Two, we facilitate SMEs participation in cross-border supply
chains.
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In this paper, we discuss the relevance of ASEAN-India Special Facility
(AISF). The aim of the AISF is to encourage investments in connectivity projects,
particularly in India’s Northeast and ASEAN countries.

2. Why a Special Facility?

Connectivity isthe enabler. Once connectivity projects startattractinginvestment,
engage into the development of the region and improve the quality of life of the
local people through generation of employment and reduction of poverty, it then
becomes a truly public good and then turns to be an economic corridor. However,
converting the connectivity corridors into economic corridors would require a
special thrust, where the thrust should be for opening a special arrangement,
which would facilitate implementation of connectivity projects from planning
stage to execution stage. Development of connectivity projects also requires
special facility to support project preparation and project development and also
to address specific market challenges through innovative financial mechanism.
Innovative solutions to facilitate and accelerate connectivity is utmostimportant.
Among others, this Special Facility may unlock investment in connectivity
projects and also deepen regional integration.

The mechanisms in the proposed Special Facility (alternatively AISF)
would conceive the projects in its totality, keeping in mind the infrastructure
requirements, which would eventually attract investments in India’s Northeast.

There are several special facilities project development funds, functioning
globally. For example, European Commission’s Project Development Assistance
(PDA), which is a consortium of EIB, KfW, EBRD, CEB, etc. Another prominent
example is Africa Development Bank’s Africa50, which was started with US$
100 billion capital few years back. Africa50’s primary goal is to mobilise private
financing to accelerate the speed of infrastructure delivery. It covers both
project development and project finance. Asian Development Bank (ADB) also
has project specific Regional PDF.

3. ASEAN-India Special Facility (AISF): An Outline
Objectives

The objectives of the AISF could be as follows:

e Tomobilisefinancingtoaccelerate the speed of cross-border connectivity
projects delivery;

e To bridge the gap between sustainable connectivity plans and real
investment through supporting of all activities necessary to prepare
and mobilise investment; and

e To encourage private sector investments, particularly SMEs, in border
connectivity.
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Among others, this AISF vehicle shall aim at mobilising financing to accelerate
the speed of connectivity projects delivery. It will focus on high-impact regional
projects in ASEAN-India zone such as border infrastructure, border economic
zone or SEZ along the Trilateral Highway, energy, transport, ICT, SMEs, education,
health and water sectors, and could also target resources from CLMV (Cambodia-
Laos-Myanmar-Vietnam) countries in agriculture, minerals, timber; oil and gas,
etc. Some of its major activities would be (i) advisory services, (ii) identification
of projects through technical studies, (iii) mobilise financial resources including
concessional financing, etc.

Functions
The broad functions of AISF are visualised as follows:

e First, AISF’s activities would be to support feasibility studies, stakeholder
and community mobilisation, financial engineering, business plans, technical
specifications, procurement procedures, etc.

e Second, it shall focus on high-impact regional projects in the energy,
transport, ICT, SMEs, SEZs, customs, education, health and water sectors.

Activities

In beginning, the AISF may engage only in project development in the first
phase. The primary objective of this segment will be to increase the number of
bankable projects. The AISF would help finance bankable projects identified and
prioritised by the Government of India. Depending upon the progress, project
finance may also be added as one of the mandates of AISF. This segment will
focus on delivering the financial instruments required to attract additional
infrastructure financing. In other words, AISF’s primary objective would be to
shorten the time between project concept and financial closure.

Financial Structure

To start with, AISF shall have an initial capital of US$ 100 million, which shall
be granted by the Government of India. Additional capital will be added as
and when needed. It would, among others, mobilise resources for connectivity
projects, both cross-border and backend linkages. Projects shall be selected on
business merits in infrastructure as well as non-infrastructure sector such as
agriculture, tourism, etc. It may support both PPP and non-PPP projects.

The proposed Special Facility would set-up an institutional arrangement,
whereby industry could receive the Government of India support for private
sector investments related to India’s connectivity in the ASEAN region and
beyond.
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Ownership

The AISF would be owned by the Government of India in the Ministry of External
Affairs’ ASEAN ML Division. The Secretariat shall be managed by a team of
professionals, which are selected solely on technical merit and demonstrated
managerial competence. The AISF may be guided by an advisory board under
the guidance of Secretary (East).

Next Steps

It is proposed to set up a Task Force comprising officials of the Government of
India and State governments, Indian industry representatives, representatives
of financial institutions, and Experts, to recommend an Action Plan on large,
commercially viable infrastructure and connectivity projects, with high visibility
and economic impact. It could also indicate the related industry/human resource
development and capacity building required in the India’s Northeast and ASEAN.

4. Concluding Remarks

Lack of physical and institutional connectivity, however, remains a problem for
the Indian Industry, thereby, limiting their presence in ASEAN and vice versa. A
Special Facility would give the Indian investors (and SMEs) the necessary edge
for supporting investment and improving competitiveness in the ASEAN region.
At the same time, higher investment may lead to narrow the development
gaps within ASEAN and also between some of the ASEAN countries and India.
ASEAN and India, therefore, shall work more closely to strengthen cooperation,
particularly to build a long-term investment strategy. Among others, the
proposed AISF vehicle shall aim at mobilising financing to accelerate the speed
of connectivity projects delivery.

Endnotes

! One also cannot refute the argument of round-tripping of investments.

2 Refer, ASEAN Secretariat News, “Latest ASEAN Statistics Show Progress towards 2015
Integration”, 17 September 2013.

® Based on FDI statistics, Department of Industrial Policy and Promotion (DIPP), Government
of India.

*  Asianeeds to invest US$ 8 trillion in overall national infrastructure during 2010-2020 (ADB/
ADBI, 2009), of which US$ 290 billion in specific regional infrastructure projects such as
transportation, energy pipelines, a.o. India’s investment requirement has been estimated
at US$ 1 trillion in infrastructure sector in the 12th Five Year Plan (2012-17). Data refers to
Asian Development Bank Institute’s study entitled “Infrastructure for Seamless Asia”.
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Source: AZIS (2014

Grorwth |s epected to rernaln steady, supported
recently by dormestic demand and exparts
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7 A
ASEAN-India Economic Relations

* Volurme of trade snd imeestraert flows between
ASEAN and india remained relatively low compared
with other dialogue partners of ASEAN.

« ASEAN-India bilateral trade grew [bet. 1993 and
2003k
= Annial rate of 11.2%
= Increased from LSS 2.9 billion in 1993 to USS 121

billign in 2003

= Total trade between ASEAN and India grew by 5.3%,
from US5SE8.2 billlon in 2011 to USST1.8 billion In
4013,

= Fiils from India rebosnded from negathee USS 1.7

¢ bilion in 2011 to US52.6 billion in 2002,
\ S e -

|\

" ASEAN-IndiaTradein Goods |

(TIG) Agreement
= ASEAMN and india signed the ASEAN-India Trade In
Goods [TIG) Agresment in Banglok in August 2009,
. Tuwﬂﬂummmmam
the way ﬁfhmﬂmﬂmﬁ
bﬁiﬁhﬂlmlﬁﬂ raarket of
with a combined GDP of LI5S
uuihn.

. %?MF““““W#“
products iraded between bwo dynamic
regions., Tariffs on over 4,000 product ines will be
efiminated by 2016, a1 the earliest. The ASEAN-India
THG Agreement entered into force on 1 Januany 2020,

e Bl e e e

\o J

N\

4 ASEAN-India Trade in Services and A

Investment Agreement

# Anannouncement on the conclusion of the
negotiations on both Agreements on ASEAN-
India Trade in Services and Investment was
made on 20 December 2012, The concluded
draft Agreement is targeted to be signed in
the near future,

* ASEAN, net importer of services, 5180 billion
worth of services in 2007 (Mataraj, CEAR, Mew
Delhi}
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ASEAN-India Growth Links

* Formidable but not insurmountable barriers

to trade and growth
(e.g.. Infrastructure, technical/administrative

such as customs, information problem)
= Enhancement of cross border
trade, imvestment flow, development

cooperation
* Connectivity is key:
physical, institutional, people to people
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4 X
Value of commodities traded with india is quite
negligible for both exports (left] and imports (right).
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e A
Philippine GDP by Industrial Origin

&

o
i o
b:ln.am 3 00 TN IC N 2N VS D NET
Ly
= el —— LIF S0 8 1
o o G T LN
oo o S B O b been S oaiing: et
Lo
\ >
4 A
Service sector, annual growth rate and share to
GDP (at constant 2000 prices)
N O W N M N W
e Ho® M B O W N
Lt T Bl W oW W W OH W
IEFIT oW T TN TR | T T N L I
‘:’_":l_ M B W N OB U ®
oW W O B o
B oM o N E- " M
'::"""""I U # & W U U o
Frfum LU & B B W RN W
i e
\ _J
4 N

- | Py .
S g B [Sr==nrs
. CETFEL N i e
v 4 T oA B 8 g e
:
= % Lol v iy el | 0 lrweg i s
LR AT
" = g
- EI i-E T - |5 R 2
el i e
4 Frérifres me r e - md oy
4 Horl mder bmnmd e
L e o P » Pmmmgmed e
gt 4 i s, Tty ppeling v wn
w L e o B i
ey prod el & Tl el el Sl
S prime el miden
—
— e
\o _J

131



ASEAN-India Economic Relations: Opportunities and Challenges
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7~ T Services-BPO Industry Export REvenues and
Employment in the Philippines
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= The PH has become a matune destination of IT-8P0 service:
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- leilia sy beading wale and cagabilities.

= The global offshore services market s growing at a healttsy
pace, and will more than double by 3016 (Lacdeo 2013)

= Non-volce BPO b expecied to expand and drive market
growih ap to 2008, while woloe and IT-E50 will continee to
Erow
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* Working age population in major Asian
economies, such as China, Korea, and Japan, is
declining.

= East Asia experiencing demographic transition
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Among the most cost-competitive destinations
for IT-BP0 services
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7 A
IT-BPO industry Revenue & Employment by
Service, India
1, Esport Market [for FY 3011-"13 and FY 201213
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Perspective
* There i5 a great potential to scale up and expand the
scope of service dellvery across manmy sectors
* Imifia can view Phiippines a5 a viable Irvestment
destination for growing operations such as IT-BPO
bugineds services
— in particular, india can tap the Philippines as & hulb
&5 It tries 1o expand towands the ASEAN IT-BPO
services chains
= Philippines will benefit from the technology and
expertise transher from higher-end Indian sendces
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rivate sector cooperation (PH-
.Fm'hllnduve ing human resources, e.g., skills
that are relevant to the IT-BPO service industry
¢ Prowide greater openness to FOIS and movements
of natural persons especially through the ASEAN-
India Trade in Services and Imestment agneement
to identify detoiled

barriers to entry).
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Proposed Strategic Framework to Harness Services for
inchusive Growth
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[ To improve ASEAN-India economic 3
relations

+ Reformd in regultony Tremewarks, tiade
facimation, structural reforma to redisce coat of doing
businss, reduce barters b entry into skt
= Developdecp people to people contact through business
coancily, Butingis rummits, sports and cultunl
crchange, educational
coaperation, fwirning of universities and retesrch inatitutes |
= Gregter inberaction and dalogue betvween political leaderns 1o
deveiop mertual trst and Comnmitment
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* Support/strengthen business councils

» ASEAN-India Business Council (AIBC), the
holding of the ASEAN-India Business

sumimit [AIBS
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7 A

ASEAN-India in Regional Production
Network and Regional Integration

mﬁnlﬂ;—l
Centre for Strategic

Shisdies, Jalarts, Indonesia
ASEAN Indka integration and

ASEAN Ik Metwork of Think Tanks
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Economic Background of ASEAN and Partners
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7 N
ASEAN-India and Other Partners
O T

\ 2

7 R

ASEAN-India and Other Partners (contd.)
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Roles in International Production Networks
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ASEAN-India Production Network:
Automotive Case
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ASEAN-India Production Network:
Automotive Tariffs
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4 A
ASEAN-India in RCEP: Issues and Challenges
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Regional Value Chains, RCEP and
India’s Priorities

-Amitendu Palit

7 N\

/ Regional Value Chains, RCEP and
India’s Priorities

\ J
- A
RCEP: Context

* 16 countries ; ASEAN
(10}, China, India, Australia, New
Zealand, Japan, Korea

* Collective of ASEAN and ASEAN+1 FTA partners
* Aiming to expand on market acoess in ASEAN+1
FTAs

* ASEAN centrality

= Mot as ambitious as TPP; Expected to ba
selectively WTO plus

+ |ndia already has FTAs with ASEAN, Japan, Kofea;
Negotiating with Australia.

\ J

145



ASEAN-India Economic Relations: Opportunities and Challenges

RCEP Members : GVC Participation

i
i
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RCEP Members : GVC Participation
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Low FP, High BP
High FP, BP Chine, Carmbodts, Sihge
Korea, Malaysia, pore, Thailand,
m Vietnam
High FF, Losw BF Low FB. BP
Indonesia, 13pan Inecfia, New Zealand
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* India's presence in ASEAM RVCs relatively low than other

ASEAN-India : RVC Linkages |

RCEF members

Presence has increased due to greater cross-border
imeestrrents and FTAS: india-ASEAN FTA, India-Singapore
CECA, indiz-Malaysia CECA, india-lapan CEPA, india-
Korea CEPA.

Main industries reflecting greater BVC linkages bebaeen
india and ASEAN include: auto

components, pharmaceuticals, baskc chemicals, foed
products, garments, metali

From RYVC perspective, india s a greater destination for
final demand for products assembled within ASEAN; tll
ey, Bt it @ relatively lesser supplier of upstream
intermediates

|\

India’s RVC Potential in RCEP
» Mining & Quarrying
* Textiles & Apparels
* Leather Footwear
* Basic Chemicals (Petrochemical residues like
Industrial Gases, Plastics, Pigments)
* Pharmaceutical Formulations & Clinical Trials
= Metals (Ores, Semi-finished steel)
* Auto Components
* Jewelry

Priorities

* Most opportunities are upstream;, except
petroleum products and jewelry.

= Effort should be to increase “upstreamness’
through greater forward participation

* Produce mone intermediates for greater
upstream use in exports of other countries

* Retain and develop downstream advantages
wherever possible by accessing cheap raw
materials and intermediates
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Negotiations

* Trade and investment should be taken
together

« Simpler ROOs necessary for ‘cumulation”
benefits.

* "Originating’ criteria should be flexible.

= Lower RVC threshold desirable

* Product-specific ROOs fine; but should not be

impossible to follow
* Trade facilitation important; harmonization of
customs procedures and tariff lines
\ >
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Enhancing ASEAN-India Partnership
through Deepening Economic Linkages

-Vu Minh Khuong

@ ————
TASEAN . ki et sl Devekopmest”
Hians, 2526 Augest 2014
Enhancing ASEAN-India
Partnership through
Deepening Economic
Linkages
Dr: Via Mink Khuong
Lee Kuuan Yew School of Public Policy
Mational University of Singapore
\ _J
4 A
Outline
» Introduction
= ASEAN'strade and investment linkages with India
& Policy Isswes and recommendations
\ _J

149



ASEAN-India Economic Relations: Opportunities and Challenges

ASEAN in a Snapshot:
Popusssion ahst Ecancyay [2010)

| W
[LE o
T
\ J
a A

ASEAN'’s International Trade:
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\ J

o I TH ] LK -

D~ I | T -

F'i-rr. | NN T [ T -

g ] ik

1 T - Ied 1

i 7~ TN TN

|t iemil L] LT

= AL i LElk_ S
SRR T

5 'HEE A

Tl LSRR A

k )}

150



Enhancing ASEAN-India Partnership through Deepening Economic Linkages

7 N
Trade in Agriculture and Mining (2010)
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Trade in Commercial Services (2010)
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Export Growth Patterns, 2000-2010
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7 A
ASEAN Community:
* Vision: ASEAN Community
= Dne Vision
—Dne Identity
=One Community

* ASEAN Community comprises three pillars:
= ASEAN Political-Security Community (APSC);

—ASEAN Economic Community [AEC); and
=ASEAN Socio-Cultural Community (ASCC).

\s J
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a N
ASEAN Economic Community

AFEAN will b an imbegrated eLoromic community by 2015 with
thi bolicwing kry chefaciertitics:

i A el e e vl praaiuctios hae;

A A highly competitive eoonomic reglon;

i Aregion of equitable sronomsc developmend; and
e A region fully isteprated inta the plebal ecomomy.

\ J

" Building the ASEAN Economic

Community (AEC): Goals

» Thie AEC seki to transform ASEAN into an economic
Community with:
= Free moverment of

= Skilled bour
= Freer flow of capital
= The AEC follows the European Uinion (EU) model.
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”  Building the ASEAN Economic )
Community (AEC):
Five Strategic Directions

1. Coocperation in haman resowtes development and
gty building:

1. Cloter condultation on matrostomomic amd fnancis
podicins:

1. [Enhanced infrastructurs and cammanications
oFinECThity:

4. InGeERting industries i the Fefaon 10 promote
reglonal sourcing;

5. [Enhancing privets sachor irvolvement for the bullding of
that AEC,
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ASEAN Economic Community
(AEC) l!lueprlnt
= The AFC i s extevakon of masjor ASLAN indfl siives

~ AELAN Free Traake Jarea (NFRRL

= Thin compretarsive plan consiie of 17 oore slement’ s 176
Schesfide ol
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Master Plan on ASEAN
Connectivity (MPAC)
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7 A
\: »

" ASEAN’s Trade Relations with India |

and China
=
i
i
a N
Trade Relations of ASEAN Countries
with India and China
E |
|
i = = | —— T
Indaned s Singapars
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A\

-
Trade Relations of ASEAN Countries
with India and China

- N\
Trade Relations of ASEAN Countries
with India and China

f ASEAN as a major trade partner of N
India
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a N
ASEAN as an important destination of
India’s exports
\ J
7 )
ASEAN as an important source of
India’s imports

IHE II] =
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a A
FDI Inflows to ASEAN Countries: 2008-

= ol et 1 7 F T e D e N - el
-0 el - 11
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FOI Inflows to ASEAN-7 Countries by Source:
Imiplications for India

* India urderperiormed Ching in imvesting In ASEAN in bath
magnitude and growth. The shane of indiy in ASEAN'S total
DA invfigras deciined from 1A% bn 2008-07 1o 1.7% in 2008
2011; wihile this share of Ching expanded from 1.7% o
3.6% betwstn the two periods.

* india’s invesiment b more significant in
(sccousting for 2.3% of the country’s total FOI in 2008-11],
Cambadia | 123}, and Vietnam [0.3%)

* India's investmaent in other ASEAM countries is insignificant,
even negathee: Malindis [0.0% for 2008-11); Indonsils
(0L0%6 )y the Philippdrees (0U0%]; ared Thaitand [-0.2%).
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7~ Potentials for promoting FDI links between

i

;
N[y

1
|
|
1
|
|
\&

\_ = -:'..'-_' -

NS

” Potentials for promoting FDI links
between ASEAN and India
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Investment
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Implications of No-man’s Lan on Seamless Transport and Trade
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Implications of No-man’s Land
on Seamless Transport and Trade

-Florian A. Alburo

7 N
¥ goods can’t oroas bonders, armie will”
Frigiéric Bapiat

Implications of No-man's Land
on Seamless Transport and
Trade

Florizn A. Alburo

Center for the Advancement of Trade Integration and
Facilitation, School of Economics, University of the
Philippines, Diliman, Philippines
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4 A
Context

* Explores little-known condition at many borders
with implications in facilitating trade

* Purpose is to derive some hypotheses which
can be further examined by data and later
rigorously analyzed

* Large amount of global trade carried out
overland - globalization moves stages of
production acnoss many spaces

* Holds true across territories and even within
territories

|\

\o

NS

7 A
Seamless Transport System

« Empirical evidence points out that necessary
eondition for eficient inernatanal rade i for
transport system that i seamless

+ Increasing studies show high [tariff-equivalent) costs
of "behind-the-border” constraints to goods flow

* Costs of transport barriers range from1.3 to 36
percent bat difficult to pin down what these are

= For many adjolning countries there is vast expanse of
territory called “no-mar's land” breaking
connectivity

No-man’s Land (NML)

* Intheory, a demarcation area between two
sovereign territories

* In practice, an area in which cargoes of
vehicles from one territory are transferred to
wehicles from the other territory

* Exchange takes place due to restrictions
imposed by the territories on the entry of
such vehicles into each other's territory’s
traffic
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Implications of No-man’s Land on Seamless Transport and Trade

Anecdotal Evidence

* There is substantial delay and damage to
goods due to NML

* Caricatured by those who travel across
borders showing a life in-between

* Subject of art competition aimed 1o bring
attention to spaces along borders of ASEAN

* Even without NML are situations “like-NML™
wiithin FTA

* A like-NML s in US-Mexico trade and

transport
< >
4 N
\. J
7 N

The Floating Border Project takes place at the
limit between Cambodia and Thailand, on the
Preah Vihear Temple site.

This wonderful protected area is both coveted
by the two countries. Thailand claims a
frontier that contradicts the UNOD frontier
which is Increasing a conflict in this area.
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The project is an installation in order to create
a moving border. The limit of each state is the
shadow of the floating border. The shaded
frontier is moving throughout hours, days and
seasons. The installation is composed of an
inflatable structure which is turning into
balloons clowd upon the Temple, These
balloons calculate the weather forecast, wind
and luminosity. During bad weather, the limit
on the ground disappears and the aerial
structure lights up to become a signal seen by
the both two countries,

”"  TheFloating Border is a universal message |
saying that all limits are temporary and can be
removed as fast as they can be built. This new
kind of border is not physical on the ground
and limit is pass-through. The crossing is
porous and presenve an accepted liberty of
trac. Cambodia and Thailand surfaces are also
changing depending of the shaded frontier,
sometimes bigger, sometimes smaller,
sometimes divided, sometimes united. The
Temple is rooted on the cli but all is moving
around, Preah Vihear Temple Is now a
landmark for peace and arm this new territory

\_of union. J

7 N
Distances

* Wide variation in the NML distance from the
last border town of one country to the first
border town of the adjoining country

* B of 10 ASEAN Members have land borders
within ASEAN and outside of ASEAN

* Length ranges from 381 kms between Brunei
and Malaysia and 2,130 kms between Lao PDR
and Viet Nam
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= Besides land borders, countries may have
maore maritime borders — in ASEAN many
Members except Lag PDR have more maritime
borders (neighbors) than land borders

* Clearer evidence of NML can be found in
configuration of border checkpoints

* Distance between last border town to first
border town in adjoining country usually
where cargoes are unloaded and re-loaded to
country-specific trucks

* These distances are sometimes 1oo long or too
short
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Directions

* Useful to consider range of initixtives to minimize if
ot eliminate hindrance mposed by NML
<kre-calibrate territorial boundaries
= pramobe traffie fights sllowdng trucks te onoss
borders inta other country’s territary and accept
back haul cargoes = may requine sudiary measenes
=rdevilop MMLs nto productive econamic comridors
= gsFurmes elerments in GVC can be captured In ML
=#mpre attention to soft side of connectivity — trade
facilitation, information exchange, customs

mamﬂurwmwn:rm
2 = presuppoies no physica
nmpnnﬂp:um:uwhmﬂuhﬂtp of NML
or like-MML and there are institutional wehicles that
reinforce soft infrastructure
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Agreement between the Government of the Union
of Myanmar and the Government of the People’s
Republic of China on Myanmar-China Border Areas
Management and Cooperation

-Nyunt Maung Shein

i Agresment between the Government of the Uinkan of B
Myanmar and The Government of the Peopla’s
Republic of China on Myanmar-China Border Areas
Management and Cooperation
(25" March 1997

M. Myunt Maung Sheln
Chairman,
Myanmar institute of Strategic and International
Studies (MISIS), Yangon, Myanmar

are afferwesl I crodr S Beundary e
::.d-- l—ﬂ--tﬂ—z
Fr
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7 _

2 The hwo Parives agree thal perronal on official dufes m e
bovder greas or bonder rhabilamiy may traved throwgh e
desygnated porly andlor femporary passapes will mmmally-
agrewsd prarses

faiThe Fars shall the followmg nformation: the heolder i
g, pender; birth date, addeees, risnon for il
g the border, port of sairy or Exl, dentmation of
frervarl, derm of validity of e passy s the holder & phors

) The Pass i tevund omly fo persomal on affieiel duties o
Broreler inbabiants for thirr i the Border anas.

\s >

a A
fe) Amy person under the age of 16 may trovel ax
accompamyang person of a Pazy holder, The Paxs
sl pode the mumnber, nome and age of the
OO AT VTT [PerSo.

{d] The Pass, written i both Myanmar and Chinese
laviguiages, shall be imode and izmied by the
compeient aunthorities of the hea comniries

3. The two Parties shall provide each olher with the
desagns of the Pass through diplomatse chanpels for
\ J

7 o)

4. Mo molor velichin or vesels of either Party ahall enter
terrilory of the other Party withow its approval The mofer
vohicler or veanels apprownd o croer e bosmcdary ehall bear
valid docsmenis and pore through the destgmated ports ond
Jorry croneing and thall be subect o upection and conrod by
the relevarst departmrents of the pwo Parties,

o) Fowr border croanmg of modor welicles, the follmeang
dnyfrmation shall be provided. frpe of whicle, colog amgine
membyy, charns number gnd regeniration mimber

i For border croasimg of veasnls, the ol igformanion
whall be provided. crnw member b identely docasmenls, D
wernel 3 certificares of rapuarvancn and the weesel 3 fomnage

cerficanes
\ _J
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Agreement between the Government of the Union of Myanmar and the Government

7 A
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3, The local border trade muthonises af the twa Paries
shall cooperate with cach olber in the management af’
berder trade,

4, The local border trade authonties of the two Parties
shall hold meetings, as and when necossary and (he
mectings shall ke place altemascly in Myammar and
China.

KXXXXX
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7" GMS Economic Corridars passing through Myanmar

N\
-
L3 "
= =
P = . . __f
mmal— *
—'*}‘"::.-n-
ENTT R ST ST
\ = p
a N
N\ J

172



ASEAN Connectivity and Spillover
Effects to Indian Region

-Poon Thiengburanathum

Lessons and Learns of ASEAN Connactivity
and Spillover Effects to India Region

i ity of frarring, Chasng M
Limaprniry, (g b Phadiand

ASEAN-india | irimgraficn s=d Deveiopment
‘Harew, 2436 dang 204

173



ASEAN-India Economic Relations: Opportunities and Challenges

174



ASEAN Connectivity and Spillover Effects to Indian Region

MPAC - Logistics Connectivity Scenario
Mo MIC Developesent @ The conditions of routes. of ASEAN s
g a5 ypear 0% Thene i ng Sartier dvplopment. Alo, in
B0, the “poegetioa”™ ol borden Bebween Beighbouring
enuntri B reflected e the roule deis o Sl b Bandsr
creqaing time, Thenslons, the tms a1 bonder & maumed double in
BOH0. For el s non-tar® bamren. smong ASEAN coaniries
wre gyt B0 be the same aa 1005, The medection s found in
betweeen g ASEAN coundng and @ non-ASEAN tounbny continues.

MPAL | implemented © the condiion of routel Mee wodmed o

oounirees b reflecied in the roule daits s an moresas i border
creaalng time. [Time ot border doubled in 2000 but babed by
faclitation]. Tardl and Aoa-tarll bacien e updabed according
e wariaus trade sgreementy including ATE
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7 A

Spillover Effects
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ASEAN Highway cross-border linkages
= lin EEMPLAGS cndy land orods Barder nk i between Bransl &
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7 A
47 designated ASEAN maritime ports
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The ASEAN Single Window

bt Countried would i feed 1o Lt up Felpective Nationsl
Single Windoaan, guided by the ATEAN Segls Wisdow
lempplirandritertion Trehasal Guidd.

& Maibonal Single Window i 3 Cearance systemthat enablesa
senghe Pabemdssion of informadion s data, single s
muyltanecus procering of the data, and 3 single poée of
deciiion-making Brough dobe collsboration among the lines
miniylries and Sther parties irvolwed in the custoemn clearance:
PO
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r N
The ASEAN Single Window

At o pubimitting different formmi and infgrmabon 1o maitiple
pireind [fuf. CUMROE, DOME, hidith, 92 10 et & thipmiesd of
g chsarnd, & trader would only reed 1o susbmit all the
iekrmartion 1o ong Bency.

* Thar ASEAN Single Wirsdoow will be in operation whisn ol the Len
k) Singhs Winetres IS SETRUAY I A FAEgTE bR NG

= Lirssier the 07 Agremment to i feblivh and Inplement B ATEAN
Singly Wisgpw, gnd ds 2000 Prodacg, the AMAN Single Wodow
ot LRt ] a RN TR NCREREFTY SIS TR —
g md Ciinnd by DOOB, and o Camasdia, Laa POR, Manmar

aeud Vit Mam by 2012
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Structure of the roadmap

Ce—
i e e S
[Era——
e

Mubtimodal transport

Shipper MTD 1onsgnee
e habiliy [rees paint 1o
e documént
Ooe mvoke & frophs changes
Cessrantood irmmsii time

MT lssue: Lack of coordination

Dfven sded ooty from lach of cosslination:

- Turmargeedd timme of vhags, trucks & railcen;

+ vagatment in L storage areas B handling
Tacibties gt intermodal terminab;

- Sherage, handing & lost opportunity cost of cags
whilst bying at imemodal tereinal.
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Research by UNCTAD
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MT Requirements

= Hanks
* Docemesiary crodds
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ASEAN Connectivity and Spillover Effects to Indian Region

4 A
\ >
4 A
Ratio of ASEAN-China Trade & ASEAN-India Trade
to Intra ASEAN Trade
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Key Points : Strategie Level

Connectivity i not just Logistics, Beisforrement Prooess from
Conneciisity 1o begration b neoessary [Infrasiruciure,
Peoghe, Iniitutional, sod Buieesi)

Devigned Corridar v, Actual Corridar

Opportunity Lobl scooeding b3 Imbalance Development for
ASEAH A ; fnchepnhilng Divelapaent In The regicad.

ALty for downdcale th i B2 aCUon plan © It i RoL cnly the
Lechnical challerges, bu also che political o

Key Points : Logistics Connectivity Level

Hard infrastnactune ; Top Three Priarity: 1) Maritime, 1) Alr and 1)
Land Tewrmpot

Hard infratrectees | The seooessful of ASEAN-Inda is based on Land
Traraport  |Myanmae-india, Mysmar-Thal etc] s ASEAN Post
Indrpyiruciung

Soft infrastructune @ Normally, bomlenecka are locsied ot ol

infnatnactune and Border/Connecting Aresi. Ales, B B bt
Bt £od rathe

ot nfrastructure | Uwe Leasons anad Leama from ASEAN, e ASEAN
Single Windgw, Creas Border Trandport Agreemen {CHTAL e

\ J
7 N
RGDP Difference [2030): TH-S4PT(v5) vs. TH-53(v5)

Eeaiein b il By
[
Pt Breromar y
4 Prgiindd b "'-L
e
i Y.
L e
- ¥
i
Enbythig=eain i 1 (h ._'Il}‘
ALLEN 3 ey bk 1% i ;
& I:»..-“_ -\"'ﬁ - '..'A
™~ e w_
BT e L bR it
\ J

186



Enhancing ASEAN-India
Maritime Connectivity

-Vo Xuan Vinh

a A

Enhancing ASEAN-India

Maritime Connectivity

Dr. Vo Xuan Vinh
Institute for Southeast Asian Studics,
Victnam Acsdemy of Social Sacnces, Yietnam

\ J
a A

AR

\ A

o .

* Why is ASEAN-India Maritime Connectivity
Important?

* What have threatened ASEAN-India
Maritime Connectivity?

* ASEAN-India Maritime Cooperation &
Dialogue

U Next stage? y
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Enhancing ASEAN-India Maritime Connectivity

7 A
ASEAN and NEA Economies in India’s Trade
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7 A
Cooperation in Disaster Relief Needed

* Tsunami in Indian Qsgan, 2004- 227,898 people died; one-third of

ithe dicad v childres; the relicl operation would be e costlicdl in
lemaary;,
* Taunsssi_in Jegen, J0Ll- lsmescsc Nationa] Polsse Agesey
confirmed 13,589 deaths, 6,157 wgured, snd L4600 mising
177,290 baldings ipially collgmed, 272.7EE buildings Tall
collapscd, and TAT. 980 buildings partially damaped: [ndis seni
ieahand-Tesa joams

* jislem Typhoon, 2013: kelling 6300 poople. TESE9 poople
injured; 10061 people eswing: | 0ELTET homes damagped .
(Matonal Disaster Risk Redecnion and Momspement Cowcl,

Plubippes); Indin senl 15 tones of mliel sppl.
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ASEAN - India Direct Investment:
Current Situation and Prospect

-Ngo Xuan Binh
- N
ASEAN - India Direct
Investment: Current Situation
and Prospect
Dr. Mgo Xuan Bink
Director General, WASS Institute for
indian and Southwest Asian
Studies, Vistnam
\ J
- N

* Factors affecting investment between ASEAN
and India

* The situation of FDI in ASEAN and India

= Some reviews and prospects
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ASEAN-India Economic Relations: Opportunities and Challenges

Factors affecting investments
between ASEAN and India (contd.)

- Thie wave of globalization, regionalization, deaper
economic integration and the formation of economic
organizations between ASEAN and India have|
boosted the growth of FDI between ASEAN and India
in width (pushing factor)

\s >

1 Factors affecting investments )

between ASEAN and India (contd.)

* Globalization and regionalization are pulling
countries in the world closer together, leading
to strengthening the links among countries
and regions in the world, eliminating barriers

\ >

f Factors affecting investments |

between ASEAN and India

* Regional and inter-regional economic
organizations are formed with the purpose of
promoting comparative advantages and
raising the level of cooperation. The formation
of mechanisms of economic cooperation
between ASEAN and India in recent years has
formed a legal framework 1o promote two-
way FDI flows between ASEAN and India.
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ASEAN - India Direct Investment: Current Situation and Prospect

- Closeness in geography, history of trade
relations, characteristics of economic demands
and convergence of viewpoints have created a
strong economic link between India and ASEAN
[connecting factor]

* Trade relations between the Bay of Bengal
through the Indian Ocean to the countries in
the region lasting for centuries has created a
tight bond between India and Southeast Asia

* The rise and development of India - the
"South Asian elephant” along with
pragmatism in international relations today
have created a favorable atmasphere for
investment cooperation between India and
ASEAN
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ASEAN-India Economic Relations: Opportunities and Challenges

* India’s potential economic growth has made
ASEAN Secretary General Surin Pitsuwan say
that “in future, India will be an engine for
growth in Southeast Asia®,

* Two-way trade between India and ASEAN
witnessed a significant jump from the meager
figure of 7 billion in 2000-2001 to 5 57 billion
in 2010-2011, an impressive increase of more
than 8 times in a 10 year period.

India’s Look East policy
(pulling factor)

= ASEAN iz seen as the foundation and core of india’s
Look East policy

* “This region i one of the focol points of indio’s
foreign policy. sivetegle concerns ond Economic

interests.. t & o fundomental foot of geogrophy that
indig [s in the immediate neighborhood of ASEAN® -

Prieme Minister Atal Biharl Va]payes [2003)

= “indig believes thet ASEAN & the core oround which
the process of seonomic integrotion of the Asis-Pacific
region should be buft™ - Prime Minlster Narasimba Rao
\ )
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7 India’s Look East policy (contd.)

= “This was not merely an externcl economic policy, it
wos alio o shrotegic shift in indie's vision of the warkd
and fndia’s ploce In the evoling global economy, Most
af all it was obout reaching out fo owr chiipotional
neighbours i South Bost Aslg and Eost Aslo, | hove
ahways viewsd indio’s destiny ot being inter-linked with
that of Asis and moreso South East Asia, | refterale
incia’s commitment fo work with ASEAN ond Eost
Agian countries to moke the 2158 century trudy on Asion
ceniury = = Primse Minlster Manmohan Singh

* The Look East Policy not only comtributes fo
enhance India’s Influence Bn the Asia - Pacific
reghon, but alzo is a bridge connecting ASEAN and India
clasely

|\

The convergence of interests of
ASEAN and India (gravity factor)

= ASEAN and India share common interests
refating to peace and security in the region

= For ASEAN countries, India Is known as o
strategic baloncing foctor in the economic
integration of ASEAN to reinforce dynamic role
in regional connectivity as well as the central
role of the Free trade agreement in the region

\ J

A The convergence of interests of o

ASEAN and India (gravity factor)

— For India, ASEAN is seen as a bridge, a great
transit point for trade and for investment to
connect 1o the East Asian markets.

= Close ties of indla and Aslan countries resulis
from the cultural interference and economic
interests in this region, where India wants to
shape and confirms its position with a bigger
rode in future.
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Situation of FDI in India and

ASEAN

* FDI flows from India to ASEAN

- FDI inflows into ASEAN is now more diverse
than ever before.

- Indian companies ane becoming investors who
play big parts in the wide range of industries
in the manufacturing sector as well as services
and agriculture.

\

|\

" Situationof FDlinIndiaand |

ASEAN (contd.)

- st wonve frovm 1975 to 1990

indis fonrted bwesting I developing countdes having
sbundant laber force and choap, abandent nataml resources.
India"s tofal FON to these countries i the first wave socounted for
BEN. Southsast Asls region accounts lor the largeyt propertion of
mvestmeent of Indiia at this stage. 4 members of ASEAN consisting
of Thalland, Singapore, indosstis, Malnsls ranked among the
top 10 coumtriel recehving the lwpeit FN in india during thin
jperiod with 3 total irvestment of § TR 935 million, acoouried fer
A% of the total indles FDI during thhy stage

= Second wave from 1551 wntll now:

\o J
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The second wave of FDI from India
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ASEAN's Investment in India
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a N
Prospects for FDI Cooperation
ASEAN - India

# FDd between ASEAN and bndia will gefinitely be imprineed
step by step:

= The infegration of india sed ASEAN is based on & polid
relathonship.

= Arcractiveness of ASEAN and india’s imvestment mariost

= ASEAN = indis Apreenent on trade In servoes and
iestment, especlaily in the field of investment

- [incrguse of infrastructany conmpction
\- )
a N
N\ _J
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India’s Engagement with ASEAN:
Seizing Investment Opportunities

-Shankaran Nambiar

INDIA'S ENGAGEMENT WITH
ASEAN:SEIZING INVESTMENT
OPPORTUNITIES

Shankaran Nambiar
Madaysian institute of Economic Research

Prosanted ol e Thind Rousdietis of ASEAN-indk Metwork of Tenk Tanks
A5 Al 2014, Hanot

a A
OUTLINE

= SOME INDICATORS

* AGREEMENTSAND ASEAN INITIATIVES

= INDIA'S ENGAGEMENT WITH ASEAN

= STRATEGIES FOR THE WAY AHEAD

= CONCLUSION
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Some Indicators
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India’s Engagement with ASEAN:Seizing Investment Opportunities

India’s Trade with ASEAN

= ASEAN s bl FTA on 10 Aagans JO09
= Irplosreanied in Jammsary 210

i 234

= Bl eral brade Betwerrs Bncba and S5EAN albem USSA ksleon

= ASEAN spoouried lor more thae TG of sfia'’s global trads

#  imadin’y it A with & e Blog of 10 memsbery, having &
dtrmbised GOF ol mare than USSP erillian

Prepengty

*  Twg-way Brale now slmaoed URES0 billion

*  12% of india’s mgporty and % of india’s imports due o Brede with

g T
* FO1S- USSI00 billion
& B0 - LSS B hellen

Assortment of Agreements

1. ASEAN Economic Community (AEC)

2. Regional Comprehensive Economic
Partnership (RCEP)

3. Trans-Pacific Partnership [TPP)

\ J

a N
Trans-Pacific Partnership (TPP)

* Arising out of agreement between Mew
Zealand, Brunei, Singapore & Chile in 2005
* APEC members encouraged to join
* ASEAN participants:
Brunei, Malaysia, Singapore, Vietnam
* High-level, stringent
conditions, comprehensive
= Seenas being led by the U5,

205
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t Regional Comprehensive |
Economic Partnership (RCEP)

* Led by ASEAN

* Reduce noodle-bowl effect

* Arising from ASEAN+1 FTAs with
China, India, lapan, South Korea, Australia and
Mew Zealand

* RCEP includes trade liberalization in
goods, services, and investment, technical
cooperation, IPR and dispute settlement

* Emphasis on ASEAN centrality and flexible

s >
4 A
RCEP

*  Open sctsision dsme
= vy AEEAM W TA, pariner Can chisose ol ko parinpois sy
| Passin o Sy DT AT A, [
® i acclition in AL C T prininy BETEIE LecRa.
- A el
— E-ASEAH
~ by
~ Tearmen &
~ Lol sarerm;
(RCEP ooy ol e
- Tasmporisos
- Deiribmtion
- Telmcommarasaon, &
= Fissnied pervnes
\ >
4 A
RCEP
= 3ty of connecthvity:
~ Finysical
- Insiulional, and
- Poupie-io-peopa
= [Liberalization of services such &3 to contribehe 1o Sormation
g development of reglonsd prodhiction and divbribution
— Sirengihan bis. with global producon chokn
= insum: RCEF fo proMmabi Sconomic oooperation
= To b nminoss- ey
— To promole SME growth
\ >
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India’s Engagement with ASEAN:Seizing Investment Opportunities

4 A
AEC

* The AEC Blueprint: AEC will "establish ASEAN as
a single market and production base with the
goal of making ASEAN more dynamic and
competitive®

= 4 pillars to AEC:
1. Single market and production base
2. Competitive economic regions
3. Equitable economic development

4, Integration into global economy

1
|
|

T Tep— - Loty iy

31 gttt e o=}
P T Eep— ‘ [ T —
AT

ASEAN Initiatives

1. Single market and production base
Trachs incabimian
AL AN S Y ey
Pl Sangin Windomn
Muhuml recogretion arangements (MRAL]
T sl Trond Minii' ol Barvicais. — ADEAN Tracn
mﬂlw
v sl <
esimend Agrooment (ACUA}
mm coliaboralion of Sieck axthanges.
ASEAN Agfasimasnl f T Mavamird of Malisal Paricsd
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ASEAN Initiatives

1 Corvgetitre |ronomic Begaon
Iribvoschar o o ooempaotition ki and ooy By 2015
ASEAN Highery Feteeo A4
ASENN Poser Cired (AP
Tirans-ASEAN Gas Pipeline (TAGP)
T o g papoling minsinochee ol AES
ASEAN Cpon Sl Polcy

b ipuitabe v Geerbogeres
Earatogec fuctioh Plan o ASEAN GBME Developimeond (000G}
i v AEEAM Indesgraiion {LAF]
AT AN T rarrasestas b il alien Feoswame: Dirnsiopnment
[AFEED)

4. Infrgrabon mto gobal | cononry
RCEF

J

(

a N
India’s Engagement with ASEAN

Why?

* Engagement with a growing area
= Access o ASEANS market for Indan

business and VCE-versa

* To extend trade and economic cooperation
with China to the region

* To mederate China's econamic
preponderancein the region

* Tofurther India's long-term economic
aspirations

\ J
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India’s Engagement with ASEAN

How?
= |nteerrns of architecture
— Focus on RCEP
— Kesp TPP as a possibility
= Respond to global forces
= [ terms of initiathres
= Respond io neads and aspirations of ASEAN
- ‘s guidalines.
= |Diarwebopmasnital
= rmilibubanal
+ Growth, Lo manolachring and senveoos
= AEC s inibathves a benchmark
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India’s Engagement with ASEAN:Seizing Investment Opportunities

a N
India’s Engagement with ASEAN
Wk 7
= Dpportunities for imsstment in ASEAN, squally svailable in
[ - 1]

= (Dpportunities for joint-ventures in ASEAN and indla
* ASEAN plder mepmbers are lanpely eapoert-driven, relgng on
tracke and imwrstment
*  IEELmen OpRDr Ui in:
= |nfrastructune (porte and
shipping, arporis, powes, islecommunicalions, roads
B highways, raitways)
= Phasmaceuticals & chemicals
= Audomoiive indusiry
=aT
\_ = Engineering-based indusiries )

NS

a N
_Indla‘s Mm with ASEAN

- informatian techmalagy - nfarmatan teehnalagy
enabled services (1T - ITES)

Strategies

= Lberalization Initiathves ane ongoing In ASEAN in view of
AEC and RCEP

* Indis should knep pace with liberalization efforts In ASEAN

= Theesimportant inltisthes 1o keep track of:
1. ASEAN Comprehersive Irvestment Agreament (AGIA)
= an enhanoed agreement that encompasses four pllar:
features hl'l:h-'w andl b
= con ks ta ENLEITARE
mmmmmmm

B S e

creating a frper and mmm
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Strategies

- NEWA il
& ANLAN wesament Ares JALAY
= baivheri Bb tre-rophonel inveament waoild be |wenod and
P p——T—
Mol i, 17 e, Sl vl Teie't W araE ],
brarmrvtive, wnaild b ieresd B hoori regional v
& Frowm ALLAN snd nos-ASTAN cosndiie

B ASEAN bresirmont Guronies |NGh
2 ASEAN Frasmeworh Agrommanl on Services (AFAS)
A ASEAN Trade in Goods Agresrment (ATHERA}

Strategies
« Undertake domestic rneforms on imvestment
liberadization in accordance with AEC commitments

and aspirations

« Participate in RCEP while maintaining parallel track
on investment liberalization measures

* ing in dialogue with AMS and pursue
&t SUCh @%:
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India’s Engagement with ASEAN:Seizing Investment Opportunities

Concluding Remarks

Inglis and ASEAM hpse the contury shasd of tham

* indla’s engagement with ASEAN paee wary for investment
EoapErtin with Exil Al in ASEAN

*  Dppotunity for reglonal production networks, taking
sdvantage of scale and specialisation

= iGhen the lead that Japan and Ching have in the region, indis
Thaes much catching-up o da

* Agpreusha etworking with investment pramotion

agenches, bundreeys councily, and private sector organisations s

ehsential

< »
a D
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Indonesia-India Investment
Cooperation:
Prospects and Challenges

-Teddy Lesmana

Indonesia-India Investment

Cooperation: Prospects and
Challenges

Teddy Lesmana
Econamic Research Center
The Indonesian Institute of Schences

Their Berspraftahiie o ASE AN Sl Pbrtwcrk of Thanks Tanin
)
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HLanci, 7 At H114
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Indonesia-India Investment Cooperation: Prospects and Challenges

Introduction

« The economy of India i3 the tenth-largest in the
workd by nominal GOP and thi third:
largest by purchasing power parity (PPP).

= The country is one of the G-20 majer exonomies, @
member of BRICS and 2 developing economy that ks
among the top 20 global traders acconding to
thee WTOL

* Indonesia is also classified as G-30 and the tenth-
largest by purchasing power parity (PPP).

» Given the economic description above, Indis and
Indonssia have potential ebonomic opporfunities to
co-operate with the ASEAN Countries.
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increased Interest from the Middie

East and Southeast Asla
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Top FDI
destinations
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THMT popular but opportunities
rising In Infrastructure
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Indonesia’s Economy in Brief

* Growth In gross domestic product [GOF) moderated
to 5.8% in 2013 from an average of 6.3% over the
previous 3 years.

* Growth in fixed irvestment slowed o 4.7% in 2013
giter strong increases of about 9% annually in 2010
0132,

* Privaté contumption remained robist in 2013,
expanding by 5.3% and contributing half of the
growth in GDP on the expenditure side.

= Government consumption grew by 4.5%, which
signaled some Improvement In budget execution,
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214



Indonesia-India Investment Cooperation: Prospects and Challenges

a N
Selected Indonesia Economic
Indicator
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f Indonesia Investment Priority »

Sectors

The Government of Indonesia sets its imestment
sectors every five years. Under the 2010-
14 Mational Mid-Term Development Plan, the
priority sectors are:
¢ |nfrastructure/Trans portation
# Odl, and Gas
* Power
« Mining
= Telecommunications
* Manufacturing and Agriculture
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Potential Projects by Sectors
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The: PFFP Book now consists of 27 projects, amanged in theee
calegories: potental, prospeciive, and ready lor offer PPPE. In this
2013 edition there are 14 prospective projects and 13 potential
projects o dabe, 21 projects listed in presdous boolks hawe already
Bone o tender,
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a N
Public-Private Partnership Projects

Challenges in Investment (India)
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Y U ST T e v - BOdPeS e e Pt o afeempleatind
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Challenges in Investment
(Indonesia)

= |ndoriis 5 loid by the lets developed of infrastructhane,
IRosd, electricity supphy, Farbor, and any otfer infrastrucbanes,
wiich Bupport the Boonomy Selivitie,

= Harmondmation of nationsd snd regicnal Implemsentation.

*  Iveeibmnent peocedurs is still long enough compared to
Emanibried.,

» insufficient sapply of ervergy required for industrial activities.

*  Reypalations thud impeds irmmstment climats.

= The distribution of ivestment & sl conoentrated bn Java and
less optimal inplementation of technology transier,

\ >
7 A
Recommendation
* |mprove government procedures and the ease
of doing business. Better governance will
reduce transaction costs, helping a wide range
of activities, including growth in exports.

* Restore and improve infrastructure and
connectivity between two countries.

* Technological transfer and mutual investment
cooperation,
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Recommendation
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ASEAN-India Project
Development Facility

- Prabir De

ASEAN-India Project
Development Facility

Prabir De
ASEAN-Indla Cenire & RIS
Hew Delhi
3" Roundtable of ASEAN-India Network of Think
Tank [AINTT}
25-26 August 2004, Hanal

\ J

" Why investment cooperation? |

* | Direxct redation between FIDN and trade:
= HFDI [market-seching] v. VFDI (efficlency-soeiking)

= Wajor determiraeis of FDI flows: market sioe, exchange rate, ties,
povernment policies, trade barrien and guality of ingttutions

= D frowmy ASEAN 1o Indis may rarrow rising trade gap in goods

= Consntries that Implerment Erade Bscllitation reforma sand enhance tradey
efficiency and connectivity are generally expected to attrect mong FDI
[Dhval, 2004}

= 'Whaen tarif oo kow, finms in source country benelit from trade
Esprphsation duced 10als obnamid thish mdving in hodt Soustry
with FDL

= Border barriers ane removed, NThis sy streamiined and poompmic

wtmmmmamhﬂmdj

DELLT.
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a N
Inward FDI to India from ASEAN

Period: 1008 - jume 1014
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Investment need in infrastructure

# Acla needs bo invest LSS 8 trillion In overall national
infrastructure during 2010-2020 (ADB/ADE, 2009)
= LS4 190 bilkon in specific regional infrastructure projects

suach B8 AMNEPOMAion, snergy pipslines, 5.0

® |ndia’s investment USS 1 trillion in infrastructura
sector in 12™ Five Year Plan (2012-17)
= US% 279 bilkon in 2002-2007 [actual)
= LS5 484 bilon in 2007-20032 (actuasl)

* Imvesiment is needed in development of backend
Infrastructure in India’s Northeast, and CLMV and
islands of ASEAN

\ J

" ASEAN-India Project Development |
Facility (PDF)

* To mobilize financing to accelerate the speed of
cross-border connectivity projects delivery.

* To bridge the gap between sustainable
connectivity plans and real investment through
supporting all activities necessary to prepare
and mobilise investment .

* To encourage private sector imestment in
border economies, particularly SMEs
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Functions

* PDF activities include feasibility studies,
stakeholder and community mobilisation,
financial engineering, business plans,
technical specifications, procurement
procedures., etc.

* It shall focus on high-impact regional projects
in the energy, transport, ICT, SMEs, SEZs,
customs, education, health and water sectors.

International cases

# Eurcpean Commission’s Project Development
Assistance (PDA)

= Consortiem: EiB, KW, EBRD, CEB, ete.
* Africa Development Bank's Africa50
= Wobilizing private financing to accelerate the speed of
infrastructure delivery

= Project development + project finance
# LS5 100 billion capital to start with

# Asian Development Bank's project specific
Regianal PDF

\o J

7 A
What ASEAN-India PDF shall do?

® Mobilise resounces for connectivity projects:
cross-border + backend linkages

* Infrastructure wi. non-infrastructure (agricultune,
tourism, etc.)
= PPPs vi. non-PRP projects

® US55 100 million capital support to start with

® fajor funding: Government of India + ASEAN-&
+ muktilateral banks

® PDF Secretariat to be located at MEA,
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FLORIAN A. ALBURO

Dr. Florian A. Alburo is the President of Centre for Advancement of Trade
Integration and Facilitation (CATIF), which is a non-governmental organisation
that seeks to contribute to the understanding and enhancement of trade and
economic integration, and to informed policy formulation on trade-related
issues. Dr. Alburo has Ph.D. in Economics from University of Colorado. He
has research interests in Agricultural Economics, International Economics,
and Monetary Economics. Although formed in 2006, CATIF’'s members have
long established records in research, teaching, IT development, and project
management, and maintain linkages with institutions here and abroad. CATIF
has worked on various international and domestic projects including two
JICA-funded studies of cargo release time in the Philippines, an ADB funded study
on Customs, and AADCP-supported projects on ASEAN telecommunications
(with the Australian National University and Thailand Development Research
Institute) and ASEAN Cargo Processing (with the Centre for International
Economics).

NGO XUAN BINH

Dr. Ngo Xuan Binh is a Professor in economics and international relations.
He is currently Director-General of the Vietnam Institute of Indian and
Southwest Asian Studies; Editor-in-chief of Vietnam Review of Indian and
Asian Studies and Dean of Department of Business Administration, Graduate
Academy of Social Sciences, Hanoi, Viethnam. His research interests include
Vietnam-India relation, India’s international relations with major powers such
as US and China, Japan, India-ASEAN relations. He has been visiting scholars
at Georgetown University and Cornell University (1990), Havard University
(1996), South Florida University (2007), Japan Institute of International Affairs
(1993), University of Tokyo (2001), International Center for the Study of East
Asian Development Kitakyushu, Japan (2010). Prof. Binh has published 9 books
and co-authored 14 books. He has also published approximately 80 articles
in various journals in Vietnam and 3 articles in international journals. His
recent books include Asia-Pacific in the policy of the USA, Japan and China (2008),
Promoting Vietnam-India relation in the New Context (2012), Vietnam, India
and Southwest Asia: Historical Links and Present Situation (2013).
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Yose Rizal Damuri

Dr. Yose Rizal Damuriis Head of the Department of Economics, Center for Strategic
and International Studies. His research activities focus on international trade,
regional integration and globalisation of value chain. He is active in several
research and advisory networks both in Indonesia and in East Asia, such
as Indonesia Service Dialogue (ISD) and Asia-Pacific Research and Training
Network on Trade (ARTNeT). Dr. Yose also teaches International Economics
courses at the Faculty of Economics University of Indonesia. In addition, he
occasionally writes in local and national newspapers. He received his Bachelor
of Economics from the Faculty of Economics, University of Indonesia. He
continued his study at the National Centre for Development Studies, Australian
National University (ANU), Canberra and got his Master of Economics of
Development (MEcDev). He received his PhD in International Economics from
the Graduate Institute of International Studies (HEI), Geneva, Switzerland.

Prabir De

Dr. Prabir De is the Coordinator of the ASEAN-India Centre (AIC) and Professor
at the Research and Information System for Developing Countries (RIS). Dr.
De works in the field of international economics and has research interests
in international trade and development. He was a visiting research scholar
of the Asian Development Bank Institute (ADBI), Tokyo; Korea Institute of
International Economic Policy (KIEP), Seoul; and United Nations Economic and
Social Commission for Asia and the Pacific (UNESCAP), Bangkok. He has been
conducting policy research for the Government of India and several international
organisations. Dr. De has a Ph.D in Economics from the Jadavpur University,
Calcutta. He has contributed several research papers ininternational journals
and written books on trade and development. He is the editor of South Asia
Economic Journal, published by Sage.

Do Duc Dinh

Dr. Do Duc Dinh is currently President of the Centre for Economic and Social
Research, and was former Director of the Vietnam’s Institute for Africa and
Middle East Studies. He worked at some think tanks of Vietnam like the Institute
of Vietnam Economics and the Institute of World Economics and Politics. He has
taught at some universities in Vietnam such as the National University of Hanoi
and the University of National Economy. He was a visiting scholar and visiting
professor to a number of universities in other countries like the Harvard
University and the John Hopkins University in the USA, the University of
Toronto in Canad. His research interests are primarily in the field of developing
countries’ development, particularly in the areas of industrialisation, socio-
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economic reforms, regional economic integration and international economic
relations. He is the author of 15 books, co-author of over 20 books, and more
than a hundred academic papers and articles published in Vietnam and abroad.

Rastam Mohd Isa

Tan Sri Rastam Mohd Isa has been appointed as the Chief Executive of ISIS
Malaysia on 1 January 2014. He graduated with a Bachelor of Social Science
(Hons) degree from Universiti Sains Malaysia, Penang, Malaysia (1974). He also
holds a Master of Arts degree in International Relations and Strategic Studies
from the University of Lancaster, U.K. (1986) and a Certificate of Diplomacy
from the University of Oxford, UK. (1977). Tan Sri Rastam spent more than
36 years as a career diplomat in the service of the Government of Malaysia.
He began his career in the Malaysian Administrative and Diplomatic Service
(PTD) as an officer attached to the Ministry of Foreign Affairs in April 1974.
He served in various capacities at the Ministry and Malaysian diplomatic
missions abroad, including as High Commissioner of Malaysia to Pakistan
(1994 -1996), Ambassador of Malaysia to Bosnia Herzegovina (1996-1998),
Ambassador of Malaysia to the Republic of Indonesia (1999-2003) and
Permanent Representative of Malaysia to the United Nations in New York
(2003-2005). He returned to serve as Deputy Secretary General for Political
Affairs at the Ministry in August 2005 and was appointed as Secretary General
of the Ministry of Foreign Affairs on 8 January 2006. He was Chairman of the Non
Aligned Movement Coordinating Bureau, (NAM-COB) in New York (2003-2005).
Tan Sri Rastam Mohd Isa was appointed as Special Envoy of the Government
of Malaysia on the Implementation of Exchange of Letters between Malaysia
and Brunei Darussalam in September 2010 and as an Advisor at the Chief
Minister’s Department, Sarawak in November 2010. He is also currently an
independent and non-executive member of the board of directors of Eversendai
Corporation Bhd. and Sime Darby Energy Sdn. Bhd. Tan Sri Rastam has received
Federal and State awards namely, the Panglima Setia Mahkota (PSM), SSAP,
PJN, SIMP, DIMP, KMN and AMN. He is married to Puan Sri Norizan Sulaiman.
They have three children.

Vu Minh Khuong

Dr. Vu Minh Khuong is a faculty member at Lee Kuan Yew School of Public Policy
(National University of Singapore). His research interests concern economic
growth, competitiveness, and Asian economic integration. Dr. Vu has published
on prestigious international journals, including Information Economics and
Policy, Journal of Contemporary Economic Policy, Journal of Scandinavian
Journal of Economics, Journal of Policy Modeling, Telecommunication Policy,
Journal of Policy Analysis and Management, German Economics Review, Energy
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Policy. Dr. Vu is a winner of the 2011 Best Article Award of the Public and Non-
Profit Division of the Academy of Management (USA). He also won the LKY
School Research Excellence Award in 2012 and the LKY School Annual Teaching
Excellence Award in 2009 and 2011. Dr. Vu received a BA in Mathematics from
Hanoi University and MBA and PhD from Harvard University. He is an Editorial
Board member of the Journal of Telecommunication Policy and the Journal of
Asian Policy.

Shankaran Nambiar

Dr. Shankaran Nambiar is a Senior Research Fellow at the Malaysian Institute
of Economic Research (MIER). His research interests include development
economics institutional economics and trade policy. He has published several
journal articles and book chapters in these areas. He has been engaged as
a consultant for the Ministries of Finance, International Trade and Industry,
and Domestic Trade and Consumer Affairs, Malaysia. Besides undertaking
consultancy projects, he has been involved in policy discussion sessions
conducted by these ministries. He has also undertaken commissioned work for
international organisations such as the United Nations Economic and Social
Commission for Asia and the Pacific (UNESCAP), United Nations Development
Programme (UNDP), United Nations Economic Commission for Latin America
and the Caribbean (UNECLAC), the International Labour Organisation (ILO),
Asian Development Bank Institute (ADBI), Economic Research Institute for
ASEAN and East Asia (ERIA) and Japan External Trade Organisation (JETRO).
He has been consulted on areas such as competition policy, distributive trade,
industrial development, international trade, and poverty. He has been a member
of the International Working Group on the Doha Agenda. He has also been
a consultant for the East-West Centre, Hawaii on the feasibility of a US-Malaysia
FTA; the ASEAN Secretariat on the feasibility of a possible ASEAN-Pakistan FTA;
and has done work on the ASEAN-India FTA. In addition, he has been a resource
person for capacity -building programmes in transition economies in Central
and Southeast Asia. He is author of the recently published book - The
Malaysian Economy: Rethinking Policies and Purposes. He obtained his PhD
in economics from Universiti Sains Malaysia.

Amitendu Palit

Dr. Amitendu Palit is Senior Research Fellow at Institute of South Asian Studies
in the National University of Singapore. He is an economist specialising
in international trade policy, regional frameworks and political economy. He
has earlier worked for a decade in India’s Ministry of Finance. He has several
academic publications and is an expert for global and regional media. His
latest book is ‘Trans Pacific Partnership, China and India: Economic and
Political Implications’ (Routledge, 2014).
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Siviengphet Phetvorasack

Dr. Siviengphet Phetvorasack is a Deputy Director General at the Institute of
Foreign Affairs, Ministry of Foreign Affairs of the Lao PDR since March 2013. He
obtained his Ph.D. in Foreign languages from the Institute of Foreign languages
of Kiev, the Republic of Ukraine in 1993. He joined the Ministry of Foreign Affairs
in 1994, as a desk officer for Research and Studies at the Institute of Foreign
Affairs. There for three years he has conducted the research on regional and global
political and security issues. He worked as a First Secretary to the Embassy of
the Lao PDR to Sweden from 2001 to 2005, as a Counselor in Poland from
March 2009 to May 2010, and from June 2010 to September 2012 he worked as
a Counselor to Austria. He actively attends many workshops, conferences and
meetings, organised by ASEAN-ISIS, ASEAN countries and regional institutes
for strategic studies, which deal with the Track II diplomacy.

Wisarn Pupphavesa

Dr. Wisarn Pupphavesa is Senior Advisor in Thailand Development Research
Institute (TDRI), Bangkok. He had his Ph.D. in economics from the University
of Hawaii, and M.A. in public policy and administration from the University
of Wisconsin, Madison. Dr. Wisarn is also as Advisor to many international
organisations.

V.S. Seshadri

Ambassador V.S. Seshadri did his Ph.D. in Applied Mathematics from the
Indian Institute of Science, Bangalore (1973-78). Currently, Vice-Chairman,
Research and Information System for Developing Countries (RIS), New
Delhi. Ambassador Seshadri joined the Indian Foreign Service in 1978. He was
Ambassador of India to Slovenia, Ljubljana, (2007-2010) and Ambassador of
India to Myanmar, Yangon (2010-2013). He also served as Minister (Commerce)
in Embassy of India, Washington DC (2003-06); Joint Secretary in-charge of
WTO matters in Ministry of Commerce (1999-2003); Joint Secretary (ITP) in
Ministry of External Affairs (1998 -99); Counsellor and Deputy Permanent
Representative of India to ESCAP (1993-97); and Director (SAARC) in Ministry
of External Affairs (1997). The earlier assignments of Dr. V.S. Seshadri included:
Third Secretary and subsequently Second Secretary in High Commission
of India, Nairobi (1980-83); Under Secretary (UN), Ministry of External Affairs
(1983-86); First Secretary (Trade Policy) in Indian Mission to European
Community in Brussels (1986-89); and First Secretary & Counsellor (Commerce)
in Embassy of India in Tehran (1990-92).
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Nyunt Maung Shein

Ambassador Nyunt Maung Shein has served the Government of Myanmar
for forty years before retiring as Ambassador/Permanent Representative
to the United Nations Office in Geneva in 2008. He held various diplomatic
positions at Myanmar Missions in Bern, Hanoi, Bangkok, Dhaka and Tokyo.
He was Ambassador Extraordinary and Plenipotentiary to the Republic of
Korea (2001-2002) and the Federal Republic of Germany (2002-2005) with
concurrent accreditation to Austria, Poland, Finland and the Czech Republic as
well as the Ambassador/Permanent Representative to the UNIDO, UNODC
and [AEA, Vienna. He served in the Political Department in different capacities
as Director of Boundary Division, (1990-1992), Deputy Director General (1996)
and Director-General (1998-2000). He has represented his country at the Senior
Official’s Meeting (SOM) and other related meetings of ASEAN including summits.
He holds a BSc. Degree from the University of Yangon and MIPP (Master of
International Public Policy) from SAIS, the Johns Hopkins University, Washington
DC, USA and a Diploma in French from the University of Foreign Languages,
Yangon. He received several medals from the Government for his services;
the highest being the Excellent Performance in Administration Medal (First
Class) awarded to him in the year 2000. Since January 2013 he is serving as the
Chairman of the Myanmar Institute of Strategic and International Studies
(MISIS), which is a prominent think-tank in the Asia-Pacific Region.

Ngo Sothath

Mr. Ngo Sothath is a currently a Secretary General of the Cambodian
Economic Association (CEA), a professional society of Cambodian researchers
and practitioners from various circles of development. Primarily, Sothath
conducts operational and policy-oriented research in the areas of public finance,
investment and industrial development, rural development, and governance
of natural resources including extractive industries. He earned his bachelor’s
degree in business administration and master’s degree in development studies.

Pou Sothirak

Ambassador Pou Sothirak is the Executive Director of the Cambodian Institute
for Cooperation and Peace (CICP), which is a noted think-tan of Cambodia.
CICP is dedicated to the study and dissemination of information about political,
economic, and social trends in Cambodia and the region of Southeast Asia as a
whole.
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Nguyen Xuan Thang

Dr. Nguyen Xuan Thang, President of the Vietnam Academy of Social
Sciences (VASS), is a member of the Central Committee of the Communist Party
of Vietnam (CPV). He is also the Vice Chairman of the Theoretical Commission
of the Central Committee of the CPV, member of the National Advisory
Council of Financial and Monetary Policies, member of the National Council
of Science and Technology Policy. Dr. Nguyen Xuan Thang is the Professor in
Economics, before becoming the President of the Vietham Academy of Social
Sciences, he was the Academy’s Vice President and the Director General of the
Institute of World Economics and Politics. He is the author and chief-author of
many publications in the fields of economics and politics, such as World and
Vietnam’s Economy in 2011 and Prospects for 2012, Development gaps
and economic security in ASEAN, Economic cooperation strategy adjustments
in Asia and Pacific in the new context. He has been leading various
important research projects at the State and Ministerial level, e.g. Impacts
of globalisation and international economic integration upon the process of
industrialisation and modernisation in Vietnam, Policy choices for services
development in Vietnam in the context of international economic integration,
The relationship between independent, self-control and international economic
integration in the new context in Vietnam.

Poon Thiengburanathum

Dr. Poon Thiengburanathum is the director of Infrastructure and Construction
Management Research Unit, Chiang Mai University. He holds a M.S. and Ph.D.
in Civil Engineering, Department of Civil, Environmental and Architectural
Engineering, University of Colorado at Boulder.

Vo Xuan Vinh

Dr. Vo Xuan Vinh is the Head of Politics and International Relations
Department, Institute for Southeast Asian Studies (ISEAS), Vietnam Academy of
Social Sciences (VASS), Hanoi. He has done his PhD thesis on ‘ASEAN in India’s
Look East Policy’. His thesis was published in 2013. He has undertaken research
on India’s Look East Policy, the process of ASEAN Community building,
East Sea/South China Sea disputes, and politics of Thailand and Myanmar.
His research paper on ‘Vietnam India Relations in the Lights of India’s
Look East Policy’ was published in Sapru House paper series, one of the
publications of India Council for World Affairs (ICWA), in 2012. He also
presented his paper on ‘India and the Concept of Indo Pacific’ at Delhi
Dialogue VI in New Delhi, March 2014. He has presented his research
papers in national and international conferences in Vietnam, Cambodia,
Indonesia, Malaysia, Myanmar, Thailand and India. He has also contributed
articles in journals in Vietnam and India. He is now leading a two--year project
on Reforms in Myanmar.
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About RIS

Research and Information System for Developing Countries (RIS) is a New
Delhi-based autonomous policy research institute that specialises in issues
related to international economic development, trade, investment and
technology. RIS is envisioned as a forum for fostering effective policy dialogue
and capacity-building among developing countries on global and regional

economicissues.

The focus of the work programme of RIS is to promote South-South
Cooperation and collaborate with developing countries in multilateral
negotiations in various forums. RIS is engaged across inter-governmental
processes of several regional economic cooperation initiatives. Through its
intensive network of think tanks, RIS seeks to strengthen policy coherence on

international economicissues and the development partnership canvas.

For more information about RIS and its work programme, please visit its

website: www.ris.org.in

About AIC

ASEAN-India Centre (AIC), established at the Research and Information
System for Developing Countries (RIS), has been working to strengthen
India's strategic partnership with ASEAN in its realisation of the ASEAN
Community. AIC at RIS undertakes research, policy advocacy and regular
networking activities with relevant public/private agencies, organisations
and think-tanks in Indiaand ASEAN countries, with the aim of providing policy
inputs, up-to-date information, data resources and sustained interaction, for

strengthening ASEAN-India Strategic Partnership.

Research and Information System ‘ \ I C

ASEAN-India Centre at RIS

for Developing Countries

Core IV-B, Fourth Floor, India Habitat Centre
Lodhi Road, New Delhi-110 003, India
Tel.: +91-11-2468 2177-80, Fax: +91-11-2468 2173-74
E-mail: aic@ris.org.in
Website: www.ris.org.in; http://aic.ris.org.in
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