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ABSTRACT

The development of ASEAN towards the establishment of ASEAN Economic Community
(AEC) at the end 0f 2015 has brought into sharp focus on the issue of economic and financial
integration in the region. The ASEAN region has been the largest recipient of FDI, relative
to GDP in Asia Pacific. Between 1952 and 2012, Singapore accounts for more than half of
total FDI to the whole region. Thailand ranks the second with a 13 percent share, followed
by Indonesia, Malaysia, Vietnam and the Philippines which account between 13 to 8 percent.
Foreign direct investment into ASEAN recovered from the world economic crisis and
regained its 2007 level of USD 76 thousand million in 2010. ASEAN Dialogue Partners
comprising EU, USA and Japan accounted USD 64 thousand million, while the share of
Intra-ASEAN in this total was 16% which indicates the progress of ASEAN integration.
Theories of economic integration and market liberalization have been used to explain the role
of foreign direct investment in developing countries. This paper aims to examine ASEAN’s
financial integration prospects. ASEAN integration could accelerate in the years ahead with
enhancing financial infrastructure and reliable flexible policy frameworks. On the long term
closer engagement among member countries could potentially increase real incomes and
accelerate real convergence.
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A. INTRODUCTION

The Association of Southeast Asian Nations (ASEAN) consists of diverse group
of ten fastest growing economies at different stages of development. The members
are Brunei, Cambodia, Indonesia, Lao P.D.R, Malaysia, Myanmar, Philippines,
Singapore, Thailand and Vietnam. ASEAN is home to more than 610 million people,
of whom about 100 million live below the poverty line. In its early days, the primary
focus of ASEAN was on reducing geopolitical tensions in the region. In 2003,
ASEAN leaders decided to establish an ASEAN Economic Community (AEC). Amid
growing concerns about the ASEAN region’s perceived loss of competitiveness to
China and India, there was a strong desire to enhance the region’s role against the
backdrop of a proliferation of free trade agreements between ASEAN and its trade
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partners. Accordingly, in 2007 ASEAN leaders agreed on an integrated AEC by
enhancing intraregional connectivity in areas such as trade, investment, tourism,
and development.

The AEC has set four main targets: (i) fostering a single market and production
base with free flow of goods, services, investments, and skilled labor, and free flow
of capital within ASEAN; (ii) developing a highly competitive economic region
nurturing fair competition, consumer protection, intellectual property rights, and
infrastructure development; (iii) attaining equitable economic development by
strengthening SMEs and (iv) achieving ever greater integration into global economy.
The main domain of intraregional connectivity comes from FDI flows to fulfil the
dreams of its populations who are young and growing and have high saving rates.
But investment needs are also large, related to advancing urbanization, the region’s
growing middle class, and the need to increase connectivity and provide hard and
soft infrastructure. Coming out of the Asian financial crisis, ASEAN countries have
made great strides in strengthening their macroeconomic frameworks and their
external positions. The region has witnessed an increase in trade and capital flows,
both within the region and with the rest of Asia and the world.

Foreign direct investment (FDI) has been playing an increasingly important role
and is recognized to contribute to benefits of economic and social development of many
economies of the world. FDI has significantly contributed into the industrialization
and development of manufacturing sector in the developing ASEAN countries.
Foreign direct investments by multinational firms were still the major contributor
to FDI inflows into ASEAN. FDI inflows stood at USD 120 billion in 2015 though
slightly lower than previous year but still remained a significant recipients of FDI
flows in 2015 which is 16 % of global FDI flows to developing economies (ASEAN
Investment Report, 2016).

The contours of FDI flows and MNE development for ASEAN Economic
Community were reflected from a wide range of activities. Service sectors were
predominantly in Finance such as Intracompany Loans and Cross-border M&As.
This sector accounted to almost USD 80 billion while manufacturing rose from USD
18 billion to USD 29 billion in 2015.

Similar progress can be seen in the equity component of FDI flows. Multinational
companies continue to expand their operation in the region as well as across ASEAN
with regionally integrated operations and investment in multiple countries. The equity
capital from multinational companies were at all-time high in 2015 with the total
value at USD 96 billion or 82 % of all inward FDI in the region while the others are
17 % from reinvested earnings and 1 % from loans.

The development of FDI flows into ASEAN also demonstrated progress on
the key initiatives by the respective governments towards ASEAN Economic
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Community. Asian investors continue to dominate the FDI landscape in new members
of ASEAN. ASEAN, China, Republic of Korea and Japan played important roles in
these countries. Vietnam, Myanmar, Lao P.D.R and Cambodia showed a rise of 38
% or USD 17 billion of FDI flows in 2015. The bulk of these inward flows were in
manufacturing in Vietnam and Myanmar while infrastructure continues to dominate
in Lao P.D.R and financial services in Cambodia.

ASEAN Economic Community has progressed. Direct investment has risen;
cross border banking linkages have deepened and foreign participation in ASEAN
capital markets has increased.

B. PROBLEM STATEMENT

This paper attempts to identify ASEAN market integration and its prospects.
Market integration in ASEAN could accelerate in the years ahead, including the
establishment of the ASEAN Economic Community. This will be done in a gradual
long term process, in particular taking into consideration of the “ASEAN way” of
consensus decision-making. It provides a critical review of the AEC agenda, the
pattern of international involvement of the ASEAN firms in the future given the
recurring complexity and dynamism of international business.

C. RESEARCH METHOD

The research is a normative legal research (doctrinal research). It used a
qualitative analysis and legislation approaches. Thus, the choice of relevant material
and integrated interpretation during interviews with stakeholders related to the main
research issues

D. DISCUSSION AND RESEARCH RESULT
1. Growth, Trade Integration in ASEAN

Historically, international business activity initially took in the form of
exporting and importing. Exporting is the selling of products made in one's own
country for use or resale in other country. Importing is the buying of products
made in other countries for use or resale in one's own country. Table 1.0 presents a
number of comparisons between international trade flows during in the post-World
War II period and those that have been occurring most recently. For instance,
world trade flows were recorded at USD 62 billion in 1948 and maintained a
fairly progressive growth in their aggregate trade flows up until 1970s. By 1983,
world trade flows was USD 594 billion and by 2014, world trade recorded at USD
18494 billion. The United States in particular maintained as the major player
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in international trade but China took over as the main exporter in 2014 having

share of 12.3 % of world total export while US still dominating world importer,

China had increased her share of world total import of 10.3 % (WTO, 2015)
Table 1.0

World Merchandise Exports by Region

World merchandise exports by region and selected economy, 1948, 1953, 1963, 1973, 1983, 1983, 2003 and 2014

Value
World 59 34 157 579 1838 3688 7380 18434
Share
Word 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
North America 281 2438 199 173 168 179 158 135
United States 27 18.8 149 123 11.2 126 9.3 ]
Canada 35 52 43 48 42 33 37 26
Mexico 09 07 0.8 04 14 14 22 21
South and Central America 13 a7 6.4 43 43 30 30 38
Brazil 20 18 0.9 14 12 1.0 10 12
Venezuela, Bolivarian Rep. of 15 17 15 08 0.8 0.4 0.4 04
Europe 351 394 478 09 435 453 459 368
Gemany a 14 5.3 9.3 1.7 82 103 10.2 a2
Netherlands 20 30 36 a7 35 38 40 36
France 34 43 52 63 52 6.0 53 32
taly 18 18 3.2 38 40 45 4.1 29
Commonwealth of Independent States (CIS) b - - - - - 15 26 40
Africa T3 6.3 57 48 45 23 24 30
South Affica ¢ 20 16 15 10 1.0 07 0.5 0s
Middle East 20 27 3.2 41 6.7 335 41 T0
Asia 140 134 125 149 191 260 261 320
China 08 12 13 10 12 25 59 127
Japan 04 15 35 64 a0 98 6.4 7
ndia 22 13 10 05 05 08 0.8 17
Australia and New Zealand a7 32 24 21 14 14 12 15
Six East Aian fraders 34 30 25 36 58 95 96 96
Memorandum item:
EUd - - 45 k) 313 73 424 333
USSR, Former 22 35 48 7 50 - - -
GATT/WTO Members e 634 696 75.0 341 7o 830 943 973

a Figures refer to the Fed. Rep. of Germany from 1948 through 1982,

b Figures are sigrificantly affecied by including the mulual Fade fows of the Baltic Siates and the CIS5 befween 1993 and 2003.
¢ Beginnirng with 1938, figures refer o South Africa orfy and no lorger to e Souther Affican Customs Union.

d Figures refer to the EEC(E) in 1063, EC{9) in 1673, EC[10) in 1883, EU{12) in 1983, EU25) in 2003 and EL28) in 2044.

& Membership as of the year stated.

Mote: Befween 1973 and 1983 and between 1983 and 2003 export shares were sgnificanty influsnced by ol price developments.

Another interesting feature of global trade is the expanding volume of trade
in various highly aggregated industrial sectors. The huge shift was shown in the
composition of trade in the 1980s toward manufacturing goods and in 1990s
toward minerals and away from other industries. Trade in minerals accounted for
about 17 percent of the total trade in 1980s, but for about 30 percent of the total
trade in 1990s, after the two major OPEC price hikes. Manufacturing decreased
from about 61 percent of total exports in 1970 to about 55 percent of the total
export in 1980. The original relationship was approximately re-established in
1985, due to the oil price decline, and it continues until present (WTO, 2015).
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The second major form of international business activity is international
investments. International investment is movement of capital which is supplied by
residents of one country to residents of another country. This type of investment is
divided into two major categories (Mohamad, Mohamad Hanapi 2012). The first
type is foreign direct investment (FDI). Foreign direct investment is investment
made for the purpose of actively controlling property, assets, or companies
located in host countries. The stock of foreign direct investment stood at USD
1.23 trillion in 2014 (Table 6.0, UNCTAD, 2015). Traditionally, United States
accounted for about half of the total investment during the period after World War
II, however the total investment declined to less than 40 percent by 1983. After
rebuilding their economies from war damage, both German and Japanese firms
showed the most rapid growth in FDI during the post-war period. In fact, both
of the traditional powers of the early 20" century, the United States and United
Kingdom, shown a decline in their shares of global FDI, though firms from both
countries continue to invest abroad and their FDI shares still lead compare to
those of other countries. FDI undertaken by less developed countries accounted
for less than 10 percent of the total investment reported during the period. In
terms of major economics areas, the industrialized countries dominate world
trade, accounting for about 68 percent of world trade in recent years. Details of
trade on a regional basis are provided in Table 2.0 and 3.0.

Table 2.0
World Merchandise Imports by Region

Table L6

World merchandise imports by region and selected economy, 1948, 1953, 1963, 1973, 1983, 1993, 2003 and 2014

World fi2 [is] 164 594 1863 3805 TE96 16641
Share
World 100.0 100.0 100.0 1000 100.0 100.0 100.0 100.0
North America 185 0.5 161 172 185 ik 224 177
United States 130 139 114 123 143 159 168 129
Canada 44 55 38 47 i4 T 32 25
Mexico 10 03 0.8 06 07 18 23 22
South and Central America 104 83 6.0 44 38 33 25 40
Brazil 18 1.6 0.8 12 08 07 07 13
Chile 04 04 0.4 02 02 03 03 04
Europe 453 437 520 333 441 45 430 36.4
Germany a 22 43 6.0 a2 a1 a0 78 65
United Kingdom 134 11.0 8.5 B5 53 55 52 37
France 55 48 53 64 56 57 52 38
Netherlands 34 33 44 48 33 33 34 32
Commonwealth of Independent States (CIS) b - - - - - 12 17 7
Africa a1 7.0 52 33 46 6 232 34
South Africa ¢ 25 15 11 03 08 05 0.5 07
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Middle East 18 21 23 27 6.2 33 28 43

Asia 138 151 141 149 1835 215 233 33
China 06 16 0.8 09 1.1 27 5.4 10.5
Japan 1.1 28 41 ] BT 6.4 50 44
India 23 14 15 05 07 0.6 0.8 25
Australia and New Zealand 28 23 22 16 14 1.5 14 15
Six East Acian traders 35 37 32 39 6.1 102 B& a4

Memorandum item:

EU d - - 255 37 34 36.2 413 328
USSR, Former 18 i3 43 36 43 - - -
GATTIWTO Members & 586 66.9 75.3 855 797 233 9.0 w7

a Figures refier to the Fed. Rep. of Gemmany from 15648 though 9883,

b Figures are significantly affecizd by nchiding the mutual rade fows of the Baitic States and the CI5 ketweer 1593 and 2003

¢ Beginning with 1938, figures refier io South Africa onily and no longer o the Scuthem Afican Customs Union.

d Figures refer to the EEC(E) in 1963, EC{9) in 1973, EC[10) in 1883, EL{12) in 1983, EL25) in 2003 and EU{28) in 2014.

& Membership as of the year staizd.

Moe: Between 1973 and 1833 and between 1993 and 2003 export shares were significantly infuenced by ol price developments.

Table 3.0
Intra and Inter-regional Merchandise Trade

Table 1.4

Intra- and inter-regional merchandise trade, 2014

Central
Origin America America Europe cis Africa Middle East Asia World
Value
World Hes T 6782 2 63 Ta0 5485 15454
Morth America 1251 4 i 17 43 78 504 2483
South and Central America 173 i 114 ] 18 17 170 685
Eurape 540 118 4BB5 218 g 28 T8 G810
Commonwealth of Independent Siates (CIS) 28 7 385 k] 18 2 13 735
Africa k] ] 01 2 98 18 152 555
Middle East ] 1 14 7 36 13 634 1288
Asia 1065 185 500 17 07 3z 083 5917
Share of regional frade flows in each regicn’s fotal merchandiss exports
World 173 40 T 28 15 42 nr 100.0
Morth America 50.2 86 15.2 o7 17 32 20.2 100.0
South and Central America 248 258 164 14 25 24 245 100.0
Eunope 78 1.7 GE.5 32 13 34 108 100.0
Commuonwealh of Independent Statas (CI5) 18 'R 524 78 21 i 182 100.0
Africa 70 5.1 362 04 177 33 w3 100.0
Middle East 77 0.8 11.5 0.5 28 58 538 100.0
Asia 18.0 31 162 21 15 51 523 100.0
Share of sach region's exports in world menchandise axports io the region
World 100.0 000 100.0 100.0 100.0 100.0 100.0 100.0
Morth America 3.2 28.8 56 34 1] 101 92 135
South and Central Amesica 54 241 i7 1.8 28 22 kX 3B
Europa 16.9 16.0 GET 426 M7 24 135 36.8
Commonwealih of Independent Siates (CI5) [ L] na 57 256 24 28 24 40
Alfrica 12 3.8 340 04 154 23 28 30
Middle East 11 15 22 13 56 145 127 70
Asia 333 249 132 0 324 T 5654 320
Share of regional trads flows in world merchandisa exports
World 173 40 BT 28 15 42 unr 100.0
Morth America BE 12 0 o 0.2 04 27 135
South and Central Amesica 08 1.0 05 o1 0.1 01 08 38
Eunope 8 0.6 252 12 1.2 12 40 368
Commonwealh of Independent Siates (CIS) 0.2 0.0 21 o7 0.1 01 o7 40
Alrica 0.z 02 i1 oo 'L 'y ] 0.8 a0
Middle East 0.5 0.1 03 oo 0.2 06 EL 7.0
Asia 58 10 49 oy 11 16 167 320

52 Yustisia Volume 8 Number 1 (January-April 2019) Foreign Direct Investment Law ...



These tables also show the relative importance of the European Union,
the United States and Japan in terms of both imports and exports. Among the
developing countries the tables show Asia accounts for well over one-half of
their imports and exports, while the Western. Hemisphere and the Middle East
each account for 15 percent or less of developing country trade.

In the case of the Association of Southeast Asian Nations (ASEAN) which
has a population of about 610 million people, the transformation of global
trade which had occurred in the developed countries over the decades, had
also found considerable impact on their economies. As ASEAN is moving
towards a comprehensive single market by 2020, ASEAN countries have been
restructuring their economies by adopting economic policies that have fostered
exports and inward foreign investment. The fluctuation in commodity prices
and the expanding markets of United States and European Union compelled
countries ASEAN members that had been dependent on those products for export
revenue, to promote more diversity in their economic structure. Structural change
has transformed their economic profiles from being exporters of agricultural
commodities and unprocessed goods to become exporters of light manufactured
goods. Besides, Northeast Asian investment has contributed to Southeast Asia
rapid growth in order to take advantage of its large supply of cheap labor to
manufacture goods. The ASEAN economies of Singapore, Malaysia, Thailand,
Philippines and Indonesia have benefited most. Table 4.0 and Table 5.0 provide
data on total trade of ASEAN countries. Total trade for ASEAN was recorded at
USD 2523 billion while the flow of capital stock was 2.8 % of the total foreign
direct investment flow. (UNCTAD, 2015) In Malaysia, inflows of foreign
direct investment have contributed around 20 percent of gross domestic capital
formation and provided access to improved technological production and export
markets.

Economic growth and geopolitical development in the Southeast Asia is a
new trend in ASEAN. While economic growth is projected to grow moderately
at 6% throughout this decade, another interesting feature is the growing middle
class in ASEAN could also drive more FDI into ASEAN (WTO, 2015 and IMF,
2016) The Philippines has surpassed the difficult years of the 1980s and 1990s
and in the process of attaining modest economic recovery (WTO, 2015). The
peaceful presidential election will rebuilt the people's confidence in political
stability and effective economic management. Foreign investment will pour in
to take advantage of cheap labour. The structural reforms implemented in recent
years and the lifting of the import levy should also help to stimulate the economy.
However, the success of the economic recovery will also be heavily dependent
upon improvement on the shortage of electricity and other physical infrastructure.
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Therefore, once the government is able to overcome these constraints, continuous
rapid growth is expected to take place into the next decade.

Ifthere is no further major political crisis, the growth momentum of Thailand
is expected to be maintained over the next few years though at lower rates than
in the previous years. The major stimulus to growth will continue to come
from export of goods and services along with an increase in private and public
investment in transportation and communications. However, the shortage of
skilled workers coupled with the infrastructural bottlenecks could adversely affect
the inflow of foreign investment and could exert upward pressure on inflation.

In Malaysian, the economic growth continued to register positive growth.
Domestic demand has become a more important force in the economy as incomes
rise gradually. New inflows of foreign direct investment may be achieved by
measures such as special levy on foreign workers in key economic sectors and
the implementation of good and service tax.

The prospect for the Singapore economy remain bright with average growth
of4.5 % and the manufacturing and service sectors, namely, the financial business
will remain as major contributors to the rapid growth. In the case of Indonesia,
the country potential growth prospect for the future years also remains bright. The
worries on 2015 national elections were over and the government is now seriously
concentrating on improving the management of the economy. Contribution from
the non-oil sector should remain the major source of growth.

Several factors have contributed to the growth of international business:
market expansion, resource acquisition, competitive forces, technological
changes, and changes in government trade and investment policies. Market
expansion is the most significant catalyst for international business growth.
As the productive capacities of firms' factories outgrow the size of their home
markets, firm often internationalize their operations to seek new marketing
opportunities. In many smaller market economies, such as Singapore, Switzerland
and Netherlands, firms quickly recognized that they had to look beyond national
boundaries if they were to continue to grow. The home country market is too
small, took Nestle to start shipping milk to 16 different countries as early as 1875.

Competitive forces also spur growth in international business activity.
Because of economies of scale and the financial strength that comes with larger
organizational size, smaller firms often have difficulty competing with larger
ones. Thus, when a firm’s competitors begin to grow by expanding into new
foreign markets, the other firm may have little choice but to follow suit. For
example in the late 1990s, Heinz, a US food processing firm, decided to increase
its international presence because the company felt the need to keep up with
its primary competitors such Nestle, Kellogg, and Philip Morris by setting up
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operations in several foreign markets.

Technological changes- particularly in communications, transportation, and
information processing are other important drivers of the growth in international
business activities. The increasing usage of computers to rapidly handle and
process vast quantities of information allows firms to manage offices and factories
located in every corner of the globe. Changes in communications technology, such
as the manager in Tokyo office will be able to receive reports from colleagues
in Amsterdam, Abidjan, and Auckland in minutes rather than days. These
technological advance equipment make managing a business far easier today
than in the past and hence have facilitated expansion into international, markets.

Finally, changes in government trade and investment policies have expanded
growth opportunities for international businesses. Economic liberalization
measures in many countries in the region saw the structural changes in their
economies. In the past 40 years, countries have negotiated reductions in imports
tariffs and eliminated barriers to FDI within their borders. Many of the reductions
were negotiated through World Trade Organization (WTO) agreements and more
recently Trans Pan Pacific Agreement (TPPA) and the many other multilateral
trade negotiations. To date many of the international trade discussions were
turned into agreements which consequently saw the expansion of international
businesses which have become more important to the world's economy.

2. Foreign Direct Investment and ASEAN Single Market

There is much support from ASEAN governments for ASEAN Economic
Community (AEC). Indeed since its first inception in 1967, they have embraced
regional collaboration as an important component of their development strategies
and concluded a very large number of regional integration arrangements.
Traditionally US, European Union and Japan were ASEAN most important trade,
investment and development partner. Trade with these countries was governed
by series of conventions which granted ASEAN countries preferential access to
these markets. In its early days, the primary focus of ASEAN was on reducing
geopolitical tensions in the region.

At the macro level, the AEC paradigm is that of linear market integration,
following stepwise integration of goods, labor and capital markets, and eventually
monetary and fiscal integration. The starting point is usually a free trade area,
followed by accustom union, a common market and then the integration of
monetary and fiscal matters to establish an economic union. The achievement of
political union features the ultimate objective in ASEAN Regional Integration
Arrangements. This process is followed by setting ASEAN Economic
Community. In 2003, the ASEAN leaders agreed for the establishment of ASEAN
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Economic Community and several initiatives were put forward in realizing
a single market goal. In 2010, ASEAN leaders adopted the Master Plan on
ASEAN Connectivity. The objective is to facilitate the establishment of the
AEC by 2015 by enhancing regional connectivity in areas such as trade,
investment, tourism and development. ASEAN Connectivity comprises
three main elements: (i) enhancing Physical Connectivity by improving
transportation, information and communication technology (ICT), and
energy infrastructure;(ii) improving institutional Connectivity by setting up
procedures to facilitate international transactions of goods and services, and
cross-border movement of skilled workers and (iii) strengthening People-
to-People Connectivity through socio-cultural initiatives such as education
and tourism within ASEAN.

Several initiatives have been taken to enhance cross-border collaboration
among the various capital markets in ASEAN, including by building capacity and
infrastructure. The working Committee on Capital Account Liberalization was
established to monitor the implementation of priority actions order to achieve
freer flow of capital in the region as per AEC Blueprint. The ASEAN Capital
Markets Forum (ACMF) focuses on the harmonization of domestic laws and
regulation and the development of market infrastructure with a view to integrate
the region’s equities market. In 2010, ASEAN Central Bank Governors endorsed
the creation of the Working Committee on Payment and Settlement System (WC-
PSS) which focuses on policy, legal frameworks, instruments, institutions and
market infrastructure. In April 2011, ASEAN Central Bank Governors endorsed
the creation of the Task Force on ASEAN Banking Integration Framework
(ABIF), which aims to achieve ASEAN-wide banking sector liberalization
by 2020. The ASEAN Capital Market Infrastructure (ACMI) Blueprint was
developed in 2013. Accordingly the Working Committee on Capital Market
Development aims to enable ASEAN issuers and investors to access cross-border
ASEAN equity and bond markets through integrated access, clearing, custody
and settlement systems and arrangements.

The geopolitical configuration of ASEAN has been largely deter4mined by
the countries colonial powers, and as such has impact on the emergence of nation
states. Small domestic markets and market fragmentation translates into lack of
scale economies in the production and distribution of goods and services. The
immediate post-establishment era of ASEAN was characterized by initially a
strong commitment to peace and neutrality for the region but later giving more
emphasis to economic planning. Underpinning this policy approach was the
belief that development would be promoted by industrialization, in particular
core manufacturing. The industrialization-regional integration interface was
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clear. Larger, protected market AFTA was formed in the various industries. The
aim was to establish a broad range of industries across different sectors.

At the firm level, a firm seeking to enter a foreign market must make an
important strategic decision on which entry mode to use for the market. Normative
decision theory suggest that the choice of a foreign market entry mode should
be based on trade-offs between risk and returns. A firm is expected to choose the
entry mode that offers the highest risk-adjusted return on investment. However,
behavioral evidence indicates that a firm’s choices may also be determined by
resource availability and need for control (Stopford and Wells, 1972). Resource
availability refers to the financial and managerial capacity of firm for serving a
particular foreign market. Control refers to a firm’s need to influence systems,
methods and decisions in that foreign market (Anderson and Gatigon, 1986).
Control is desirable to improve a firm’s competitive position and maximize the
returns on its assets and skills. Higher operational control results from having
greater ownership in the foreign venture. In environments characterized by high
investment risks, firms with valuable assets and skills may be able to bargain
with host governments for concessions that provide immunity against investment
risks. Ownership advantage of proprietary product or technology is fairly
evident among multinational firms investing in ASEAN markets and formed
the competitive advantage over its industry rival (Mohamad, Mohamad Hanapi
2012). These firm-specific ownership advantages may be tangible or intangible.
For example, the ownership by Japanese, Korean and European automobile
companies such as Toyota, Nissan, KIA, Mercedes have allowed the firms to
dominate the production and distribution of their cars in ASEAN region.

Finally the establishment of ASEAN Free Trade Area (AFTA) paved away
the benefits of location advantages ASEAN firms. Firms routinely compare
economic and non-economic characteristics of the home market with those of
the foreign market in determining where to locate their production facilities.
If home country production is found to be more desirable than host country
production, the firm will choose to enter the host country market via exporting.
For example, Siam Cement, one of the world's lowest-cost producers, has relied
on exports from it modern Thailand factories to serve the Cambodian, Vietnam,
and Laotioan markets rather than setting up production facilities in those countries
(WTO, 2015).

3. ASEAN Economic Community: Firm Perspectives

As noted in the previous section, the main criterion for a firm to invest in
a foreign country is purely based on risks and returns. In the case of FDI flows
into ASEAN region, risk and returns were compensated by firm’s possession
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of proprietary assets which are normally embedded in these firms. It has been
suggested that the kind of factors which have been found to link with the
ownership-specific assets are those such as skills, managerial complexity, capital
intensity, technical intensity and innovative capability (Mohamad, 2012). It is
further observed that these factors which are seen to cause the formation of the
multinational corporations are commonly found to be the outcome of the firms'
structural, conduct and performance within the industry. This section reports on
the profile of the firms and industries that have operations in ASEAN.

From our qualitative surveys and analyses of the macro economic
conditions of ASEAN countries we have found that there are similarities of the
characteristics of the method of internationalization among ASEAN’s firms.
These characteristics were found to be the existence of high firms and industrial
concentration in terms of one aspect of internationalization mode as compared
to the other. Internationalization is prevalent that exporting is more preferable
as compared to licensing or franchising though there are resembles of joint
venture activities. Exporting is generally recognized as being the least-risk
method of internationalization and, as such, normally represents the beginning
of an international operation of a firm. It is estimated that in 2015 a total value
of USD 2512 billion is in the form of merchandise trade among ASEAN member
countries (Table 4.0).

Table 4.0
Merchandise Trade of ASEAN

Table 119

Merchandise trade of ASEAN countries by major product group and by origin/destination, 2014

Annual Annual Annual
percentage percentage percentage
Destination Walue Share change Value Share change Value Share change

14 2010 2014 2013 2014 2014 20 2014 2043 I 204 2014 200 I 24 2013 2014

Exports
Indonesia
Agricuitural products 44 228 2409 -5 3 (-] 188 16.1 -1 L] an 238 74 -2 2
Fugls and mining products &0 304 308 i 15 17 ara 4.5 2 -3 43 0.1 3.7 B -19
Manufacturss i’} ar0 e ] & 18 434 404 i -4 fal 353 304 o ]
Tatal exports 176 1000 1000 -4 -3 40 1000 100.0 -3 -2 136 1000 100.0 -4 4
Malayaia
A products 30 145 128 -1 1] 7 10.2 10.5 =10 8 23 16.0 13.8 -12 2
Fuels and mining products 58 T8 250 13 o 8 205 283 16 4 40 168 237 11 -1
[l 144 67.0 B1.6 -1 4 40 6.4 60.8 3 1 104 B5.5 61.9 -3 L]
Tatal exports 34 1000 1000 ] 3 65 1000 100.0 5 2 169 1000 100.0 -1 3
Philippines
Agricubtural products 7 &0 1.2 a3 3 il 4.7 88 i7 -11 [] 8.9 116 36 5
Fuels and mining products 6 6.2 95 50 1 1 T8 124 44 5.8 8.0 52 a
K 49 85.1 78.3 3 11 7 &7.4 78.8 -15 3 a1 Bd.4 T8.2 7 13
Tatsl exports 62 1000 100.0 9 10 ] 1000 100.0 4 2 100.0  100.0 13 1
Singapore
Agricuitural products 12 22 29 hli] 9 5 an 4.0 10 7 7 19 24 11 11
Fuels and mining products 73 17.2 178 -4 -4 40 258 31.4 -4 1 3 134 11.7 -4 4
! Pl 724 0.8 2 1 70 67.2 62.1 1 -3 21 T 4.9 2 2
Total exports 410 1000 1000 ] o 128 1000 1000 1 1 282 1000 1000 il 1]
Thailand
Agricultural products 40 18.0 175 -4 -1 -] 156 141 5 3 kil 18.7 18.7 -4 -3
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Fuels and mining products 15 6.2 6.6 -2 -13 ] 15.6 15.8 -2 -8 ] 35 a3 -2 =20
Manufactures 170 725 T 3 41 68.7 68.5 [ 3 129 736 7649 2 1
Total exports 228 1000 1000 1] 1] 50 100.0  100.0 5 o 168 1000 1000 -2 -1
ASEAN
Agricultural products 164 126 126 -3 3 32 0.8 9.8 L] & i3 3.5 13.6 -1 2
Fuels and mining products 239 18.6 18.4 1 6 96 254 291 2 o 142 16.3 14.8 -3 -10
Manufactures B50 5.2 B5.T 4 4 197 63.0 59.5 3 1 654 B5.9 678 4 [
Total exports 1205 1000 1000 2 2 an 100.0  100.0 2 o 0BS5S 1000 1000 1 2
Imparis
Indonesia
Agricultural products ] 1.5 128 3 3 3 6.2 55 -28 4 i) 3.7 18.2 0 3
Fugls and mining products 50 238 e 5 -3 22 40.5 431 7 -11 28 17.0 219 L] 3
Manufactures 105 632 587 4 £ 26 53.1 510 -1 -2 M 67.2 61.8 -8 -8
Totsl Emports 178 100.0 1000 -3 -5 51 1000 100.0 ] ol 127 1000 1000 -4 -4
Malaysia
products 20 9.8 a7 7 1 15.1 13.0 -18 -3 13 7.8 B5 1 3
Fueis and mining products a7 5.1 25 il 3 ir 240 323 & 2 30 1.8 8.1 ai [
Manufactures 137 733 B5.8 2 1 20 504 53.0 1 1 108 78.5 T0.2 2 2
Tatal imports 204 100.0 100.0 5 1 54 1000 100.0 [] 2 158 1000 100.0 7 3
Fhilippines
products £ 1.7 128 -1 il ] 16.7 158 10 48 ] a7 12.0 2 13
Fuels and mining products 5 07 28 5 5 3 248 8.8 ] 4 12 8.1 nr 4 -7
Manufactures 44 66.8 B5.0 2 4 1 578 5.2 -3 11 13 70.2 65.0 3 2
Total imports 6 100.0  100.0 0 4 16 1000 100.0 5 14 51 100.0 100.0 i i
Singapore
products 15 3.5 4.0 a 2 5 58 7.2 -5 a L] 28 32 ] 2
Fuels and mining products 120 278 28 -5 -2 25 221 335 1 -6 85 X3 326 -7 -1
Manufactures 225 4.9 B1.2 1 -2 43 64.3 573 -4 2 181 B5.1 624 2 -1
Totsl imports 36 100.0 1000 -2 -2 75 1000 100.0 -2 3 201 1000  100.0 -2 -1
Thailand
Agricultural products 16 6.6 71 2 -2 3 6.2 6.8 -1 -] i3 6.6 7.2 1] -4
Fuels and mining products 56 20 M8 (] T 14 a3 3 5 (1] 43 0.8 232 7 -1
Manufactures 148 66,8 651 -4 4 i G656 614 3 -3 122 E7.0 &G0 5 -
Total imparts ol 100.0 00,0 1 -8 43 100.0  100.0 3 -2 185 1000 100.0 1] -1
ASEAN
Agricultural products 103 7.7 8.3 1 5 a7 96 a7 -1 T Fi:] 71 T4 7 4
Fugls and mining products E1k 2o 252 2 -2 a2 270 330 3 -4 218 204 224 2 1
Manufactures B0 67.4 B4.8 1 a 156 603 563 1 1] G4 3.6 673 2 ]
Tatal imports 1235 1000 100.0 2 -1 78 1000  100.0 [} -1 as7 1000  100.0 2 1

Of this figure, USD 1295 billion is in the form of export and the rest is import.
The explanation of the reason why export is more preferable to the ASEAN
firms may be viewed from several economic perspectives. Unlike multinational
corporations from developed countries where their strength are in their resources
and usage of capital-intensive technology, the firms from developing countries
are smaller, used labor-intensive technology and produced unbranded low R & D,
low quality products that compete on the basis of price in developing countries.
However, these embedded characteristics of the developing countries firms may
not be that strong to offset the possibilities of additional costs of operating on
shores but significantly capable of competing through offshore operations. Hence,
the choice of internationalization of the firms in the developing countries now
rest in the form of exports.

The other two modes of internationalization such as licensing and franchising
seem to be obscure and of no significant to the ASEAN firms. There is an
obvious explanation for the absence of such methodologies. The industry which
is characterized with high licensing activities is normally associated with the
type of industry that produces consumer products which undergo tremendous
amount of research and development activities. One of the common type is
the pharmaceutical industry. In the developed countries, pharmaceutical firms
routinely use licensing as their entry mode. One of the specific feature of this
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industry is that the product is patented in view of the unique medical properties
and the requirement for good distribution of local networks. Obtaining either is an
expensive venture. Researching, developing, and testing a new wonder drug can
cost several hundred million dollars, while distribution networks must be large to
be effective. Many such firms prefer to forgo the expensive and time-consuming
process of setting up overseas production facilities and foreign distribution
networks. Instead they grant existing local firms the right to manufacture and
distribute the patented drug in return for royalty payments.

Perhaps the other mode of internationalization of ASEAN firms which is
gaining momentum and may become the significant channel of international
operation in the future is foreign direct investment. It is noted that foreign direct
investment by member countries of ASEAN is growing rapidly, initially at lower
rates but however progressing rapidly in current years. Another interesting feature
of foreign direct investment is the growing concern among member countries to
invest within ASEAN region besides the traditional countries of the developed
nations. One important feature was exhibited that comes from this operation.
At first glance, developing countries' multinational corporations do not possess
proprietary skills or knowledge in management, technology, or marketing skill
comparable to their counterparts from the developed countries. The products of
the developing countries' multinational corporations did not compete directly
against those of other multinational corporations but were specifically directed
to home countries and other countries within the economic realm of the parent
companies. This is so because developing countries' firms did not have access
to the latest technology, the large amount of capital or expertise necessary for
large-scale, capital-intensive technology and hence must be able to introduce
appropriate products suitable to such markets. Therefore the suitability of
developing countries foreign direct investment rests on the ability of the firm to
produce goods or joint venture projects at lower cost, or the ability to operate at
smaller scale with simpler application and usage of flexible technologies.

Table 5.0

ASEAN Total Trade, Intra-ASEAN and Extra-ASEAN Trade, 2006-2013 {in USS Million)
Country [ 2006 [ 2007 [ 2008 [ 2003 [ 2010 | 2011 | 2012 | 2013
(1) [ @ [ = [ w [ s [ 8 [ @ [ & [ il
Total Trade
Brunei Darussalam 09,1083 90,7409 12,774.7 9,6025 10,9992 14,8223 16,856.3 15,057.2
Cambodia 6,437 4 7,580.6 8,775.5 8,886.7 10,480.3 12,8441 18,663.7 18,3242
Indonesia 161,864.1 | 1885743 | 266,217.7 | 213,339.2 | 2934424 | 3809323 | 3817213 | 3691805
Lao PDR 990.2 1,003.0 2,630.9 29621 45001 3,955 6,158.8 58849
Malaysia 2855429 | 3231160 | 3387947 | 280,2214 | 3635343 | 4155501 | 4239303 | 4342287
Myanmar 56302 8,7225 10,415.4 10,191.3 11,798.3 14,9251 18,503.3 23,4454
Philippines 99,1838 | 1059795 | 105671.0 83,866.6 | 1096603 | 1117516 | 1173816 | 1191088
Singapore 510,516.7 | 562,451.2 | 657,985.8 | 5156163 | 6626582 | 775167.2 | 7881160 | 7832655
Thailand 2486883 | 2035368 | 352,5342 | 286,266.8 | 3850408 | 4580044 | 4773010 | 4782473
Viet Nam 77,2705 | 1099825 | 1413570 | 1259219 | 1569931 | 1905821 | 2277933 | 264,7740
TOTAL 1,405,2325 | 1,610,786.3 | 1,897,157.1 | 1,536,876.8 | 2,009,115.9 | 2,388,444.0 | 2,476,427.4 | 2,511,5165
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As for regional and individual member country analyses, some important
dimensions can be observed in Table 4.0 and Table 5.. Most ASEAN exports
are directed outside the region The US, Japan and the European Union (EU)
have been the traditional markets. More recently, the destination of exports has
become more broadly based with inclusion of other developing countries. These
countries will remain important new markets. This is evident from the fact that
exports to China have grown double the pace of total exports in 1990 to 2015
and similarly exports to Singapore, Taiwan and Middle East countries.

The other change in ASEAN's trade pattern is the emergence of the ASEAN
market itself. For many years, exports to the rest of the world grew at a rate much
faster than that of intra-ASEAN exports, which reflected a low level of economic
integration among ASEAN members despite their geographic proximity. From
2003 to 2013 (Table 4.0), intra-ASEAN trade grew with a steady pace with an
average growth of 7.6 % trade with the rest of the world, maintaining a share
of slightly under 20 percent of the total trade. Since 2000, the growth rate of
intra-ASEAN exports exceeded that of other exports by a small margin. In 2013,
ASEAN exports were recorded at USD 1295 billion while imports were USD
1235 billion.

The composition of ASEAN exports has also undergone a remarkable change
over the past 20 years. There has been a big shift from agricultural commodities
to manufactured goods. As shown in Table 4.0, manufacturing sector, particularly
elaborately transformed manufactures, now dominate ASEAN's merchandise
trade. Structural change has transformed a number of ASEAN economies
from being exporters of agricultural commodities and unprocessed goods into
exporters of light manufactures. Although intra-ASEAN trade has increased in
recent years, this trend should not be overstated. The ASEAN economies' level
of integration remains well below potential. Some 75 percent of intra-ASEAN
trade originates from Singapore, the region's entre port and most open economy,
where non ASEAN goods, especially crude oil and petroleum, are re-exported
to countries inside the region. If crude oil and petroleum products are omitted,
intra-ASEAN trade is only 5 percent of total ASEAN exports. It is also noted
that among the top 50 corporations in ASEAN, a high percentage of them were
having their core business in oil-related activities with an accumulative export
of USD 239 billion while the import value of USD 311 for the 2014.

WTO reported that Singapore's inflationary pressures are falling while
the wage rises are moderating with its rate of GDP growth for 2014 was 7.0
percent. Export growth was about 20 percent though it has been said that there
was a decline in manufacturing strength as foreign investors shun Singapore for
cheaper location especially in other ASEAN countries and China. From Table 4.0
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and Table 5.0, it is noted that Singapore total trade have grown from USD 272
billion in 2003 to USD 856 billion in 2013. Singapore top trading partners are
traditional developed countries at USD 410 billion, ASEAN at USD 128 billion
and others at USD 282 billion in 2014. Singapore intra-industry trade among
the top 13 products consists mainly of electronic goods with the exception of
refined petroleum products, polymerization and natural rubber latex. The top
13 product groups, which represent 50.48 percent of Singapore's intra-industry
trade, shows at Singapore's intra-industry trade is widely dispersed among the
product groups.

Table 4.0 and Table 5.0 show Malaysia trade performances for the year 2003
and 2013. Malaysia's total exports and imports registered at USD 99.4 billion
and USD 81.9 billion respectively in 2003 and grew to USD 234 billion in its
export and the imports of USD 209 billion in 2013. Malaysia's leading export item
were electronic and manufacturing products followed by oil and gas and palm
oil products while its leading imports are machinery and transport equipment,
manufactures goods and chemicals. Malaysia's major ASEAN trading partners
are Singapore with export figure of USD12.43 billion followed by Thailand
with USD2.27 billion, Indonesia with USD730 million and Philippines with
USD624 million while its import from Singapore was USDS8.6 billion, Thailand
USDI1.51 billion, Indonesia USD961 million and Philippines at USD328
million. Malaysia's export promotion policies which place greater emphasis
on free trade zones and licensed manufacturing warehouses, have resulted in
a high concentration of "sub-contracting" types of goods in its intra-industry
trade. Malaysia is still heavily dependent on foreign investment in order to
spearhead the industrialization process. Despite the emergence of the cheaper
production bases of the new emerging market economies such as China and
Vietnam, foreign proposed investments in Malaysia registered a total value of
USD 17.056 billion in 2013. About. a quarter of foreign investment were in the
electronic and electrical goods sector, where companies from US, Japan and
Taiwan predominate. The heavy foreign investment in electronics pushed up the
growth in the manufacturing sector. Malaysian companies have also started to
invest outside Malaysia particularly in other ASEAN countries and China in the
construction, infrastructure and real estates and property development sectors.
The figures for this category of investment stood at USD 6.604 billion in 1996.

Thailand recorded steady growth in her total trade. The value of Thailand total
trade was USD 248.6 billion in 2006 and increased to USD 478.2 in 2013 ( Table
6.0). The volume of trade between Thailand other ASEAN countries increased
from USD 16.54 billion in 2003 to 102 billion in 2014 with export outnumbered
import throughout the years. Thailand major trading partner was to Singapore
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apart from other ASEAN countries while China is now becoming the main trading
nation of ASEAN. The items of trades were mainly petroleum, electronic products
and the electrical machinery and parts. Thailand's intra-industry trade consists of
a broader range of products. With the new inclusion of petroleum, intermediate
goods such as electronic, transistors and valve absorb a large share of Thailand's
intra-industry trade. Also play an important role in intra-trade is precious and
semi-precious stones and textile yarn. Thailand's economy has been in its down
turn lately following the decrease in its currency and it is envisaged that once
the crisis is over the economy will be on the smooth track again.

Table 6.0
World Statistics

Growth rates of global GDP, GFCF, trade, employment and FDI, 2008-2016

[Per centl

Variable 2008 2009 2010 2011 2012 2013 2014 2015 2016°
GDP 1.5 -2.0 a1 29 2.4 25 26 28 34
Trade 3.0 -10.6 12.6 6.8 2.8 3.5 3.4 3.7 4.7
GFCF 3.0 -3.5 5.7 5.5 3.9 3.2 2.9 3.0 47
Emplayment 1.2 1.1 1.2 1.4 1.4 1.4 1.3 1.3 1.2
FDI -20.4 -20.4 1.9 17.7 -10.3 4.6 -168.3 1.4 8.4
Memorandum

EDI value {in § trillions) 1.49 1.19 1.33 1.56 1.40 1.47 1.23 1.37 1.48

Source:  UNCTAD, FOYMNE database for FDI in 2008-2014; United Mations (2015) for GOP; IMF {2015) for GFCF and trade; ILO for employment; and UNCTAD
estimates for FOI in 2015-2016.

* Projections.

Nofe: FDI excludes Caribbean offshore financial centres. GFCF = gross fixed capital formation.

Indonesia's economy has been improving very much due to support from
foreign investment in its development whereby investment commitment from
abroad doubled from USD 35 billion in 2003 to almost USD 78 billion in
2014. Much of the foreign investment in the past few years has been aimed at
export-oriented industry as Indonesia's policy switch from energy reliance to
manufacturing-based economy. It is noted from Table 4.0 and Table 5.0 that
Indonesia's total trade was recorded at USD 161.8 billion in 2006 and increased
to USD 369.1 billion in 2013. In-term of total trade, ASEAN countries are the
primary trading partners followed by developed countries in more recent cases
is the advent of China as new economic force in the region. The product groups
that contributed the most towards Indonesia's intra-industry trade contrasts the
both Malaysia and Thailand with the conspicuous presence of petroleum oils
and petroleum products. With electronic products play a minor role, the type of
goods involved in Indonesia's intra-industry trade represent mainly processed
fuels and lubricants, and processed industrial supplies which are classified as
intermediate goods.
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Table 7.0

FORTUNE GLOBAL 500

Fanking = Mame Indusiry = | Fewsnue jUSD blllonc) « A o » | Revenus growth « | Employses «
1 Wal-Adart Siones. Inc Retal 3422 Jamsary 2046 oS 2200000
=2 Binopec GouD il mnd gas e 014 T1.7% =Ty |
3 China Nagonal Fetaolew Comporafon Oil and gas. 3428 094 viis 16386532
4 Banail ASMTICO il and gas 33 014 & E2% 0000
& Siate Grid Elechic ullity 3333 2094 Fys. 1554 000
L] Samsung Conglomerate 3305 044 T% 425 000
T Fooyall Dwtch Sl il mnid gas 272 s T TI% 24,000
3 Exmnonido Oill and gas. IEE s ¥ T I% 75,300
L) inod Commodites =70 014 T12ITR EES
1% Hurwalt Fedoleun Conporaion Ol and gas 3252 2094 k2% 45000
11 Volkswagen Aubomotve 3245 044 & 2% STZ2E00
12 Apphs Cors umeT ShaC onics. X34 s & ZE% 5000
13 Toyota Aygbornodwe 237 Mlasch 31, 3NS5 & BT 44105
14 BF il and gas I3 s wITTR &3.900
1E G Commodides 2231 014 W53 151,000
18 Tokal Oill and gas. 21z 4 ¥ 1H5% 100307
7 Samshine Hammwy Torglomerate 21 s & E3% Z1e.000
1& Rabc B s 5.0 Frasmaceuticals kol Mlarch 31, 2015 ik 301% 32 000
1% TRl Ay Trams pot 163 014 T4TH 245500
B Fhilllps. €65 Oill and gas. &1 014 W E 4% 12,500
Fal Japan Posi Conglomearabs 5T Mlaech 31, 3HS TESwR 25 000
0= Draleniber Aghormiodie ST 014 & 101% ZTSOET
B General Mohoes. Aygbornodwe sz s i 54 000
4 Gemerll Ebeciilc ConglommeTate: 142 014 & 1.7% 305,000
BB Exror Firanclal services 4 014 & TE% i
] Al Fimancisl seridoes Fl4s 014 ik 0% 147425
w ol boRor COmmpeny Aghormiodie Fl4s 014 IO% 164,000
= Fetobees Oill and gas. Fl4d 4 &1 E% ;AN
Fo L o il and gas Flaa 014 & 15% 120,000
£ Hondia Abormodve: 4z 014 & 200 1=E.581
Eal CVE Healllh Foatall Lk 4 F -] 3 000
x» Cmemon il mnid gas 3= s ] 4,700
B s iial and Commescial Sank of China |  Fisancial services 137 014 i 10E% 405 354
4 E-OM Ebsciric sty 135 014 ¥ o5% T9.000
B Foancios Elecinonics. 3= 014 & B 1,250,000
a2 E Oill and gas. 133 4 L] forde- ]
w ATET TadaC oIl TS 13z 014 & 2% 25,000
£ = ‘visheno Oill and gas. 13 4 w55 2 000
*a Uiniledl Heallh Healll Cane 13 014 & E5% F9.000
40 FDWVEA Oill and gas. FzE 014 LR L] 121,000
41 Tratigura Commodides = ‘Bephemier 30, 3014 045 5338
42 \ieEom TadaC oIl TS 3I7 014 & SA% 17E.000
41 China Consiruciion Englnessing Caons Smac Hhon J125 094 1T 3% 18524
44 g Fosdl piaeC 253G 120 My 31, 2015 TIZO0% 155000
4E Amesls cuneSegen Fhammaceuticals F120 Sephemiber 30, 2014 Fe-i. 14,500
42 Hoch industdes. Conglomerate 1S 044 FEE- 100,000
4T ComD Foatail M3 014 AT A% 125000
45 Hewha - ackand Elecinoaics. 11 Dichober 31, 2014 0% 302 000
48 TRats GeowuD ConglommeTate: Eale-] s & S53% &11.000

The high tariff barriers among individual member countries may not be

a good strategy for regional economic growth, and the fact that the countries'
largely export the same type of commodities and compete with each other will

further detriment any possible growth and development of trade within the
region. Competition, motivated by individual nation-building priorities and the
consequent low level of specialization may continue to create a region of low

industrial, complementarily. If economic integration is to progress, steps have to
be taken to reverse this situation. Removal of barriers to imports from ASEAN
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member will foster intra-ASEAN trade. It is interesting to note that ASEAN is
moving towards ASEAN community in full fledge. The results will be expansion
of regional trade and acceleration of business growth.

In the case of corporate performance for the region, in 2015, it was estimated
that about 20 companies from ASEAN have the highest capitalization of over
USD 20 billion (Nikkei, 2015) Detailed analysis is presented in Table 8.0.

Table 8.0
ASEAN 100 LARGEST CORPORATIONS

Top 50 ASEAN companies  Market cm
by market capitalization

val ||H’

: Acquired Societe G le's private
EBDBS DBsGroupHokiings T 3573 428 2934 2 Finance business in Singapore, Hong Kong in 2014

e

7 Oversea-Chinese I Mmmm‘swmmm
Ommmwm TR 3080 332 2212 5 Finance A

B HHUR8 Uit T 22 ek 4 e SOEEITIISTRATIT

Abo known as Maybank: Malaysia’s largest
6 dewmlkddng WEE 2747 419 2080 6 Finance  bank by assets runs largest Islamic bank in

= region by assets
(@) BCA Bankcenwral Asia -". 864 . 15

Camiyaandald wam 2578 2315 2035 2 Tobacco

o Largest tobacco

et Sampoerna owned by Philip Morris” local subsidiary
n ud—-_ owned Telkomsel, its
0 ZPmusa, tenaganasiona W 2292 966 1999 8 Umkites  ooerates distibutes power nationwide excent

. mining.
‘ E"— Astra International ". . -mmammdm

Bmkﬂlqll o Claims to have nearly S0% share of microloan
B onesla 2260 944 2043 7 Finance skt floas of e o about $4.000)

M Leading in property, vehicle morigages; uninter-

ed l-bblhurvicn b y of Intouch H

IS Info Service : 21.81 1660 m 21 m established by former Prime Minister
Thaksin Shinawatra

% ‘Created by merger of four banks; includes
1 ma nalnl g Eank Mandiri ‘
mm-‘s

Consuner Subsidiary of Nethertands- based multinationat,
“ Unlever indonesia ™ 1919 742 512 53 M hmhrba&ndeuMns-mw
il B tea. Lifebuoy soap

2 Siam bank.
LT I -,_,_....mmm-n

, ‘ in cellutar cor
e Axiata Group 1838 595 809 31 _-,- hMauysh.lndunshsﬂLm

0 e =i o s -

for
@ Sime Darby WE 184 106 989 25 Agibusness Yiord st oroducer of paimok accos
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The biggest company is Singapore Telecommunications with the
capitalization value of USD 47.00 billion. The other largest companies come
mostly from multinational firms in oil and gas and financial services. Singapore
companies dominated the figures followed by Thailand, Malaysia and Indonesia
as presented in Table 8.0. The highest profit was recorded by PTT of Thailand
at 3.074 billion while for non-oil and non- financial services was recorded
by Singapore Telecommunication at 2.901 billion. From these 100 ASEAN
companies, 19 companies involved in oil refining, marketing and trading. Seven
companies involved in the car assembly and sales, 6 companies involved in the
consumer electronic sector and the rest are involved in various sectors such as
air transport, shipping, property and real estates, telecommunication and others.
Also, it is interesting to be noted that from these 100 ASEAN companies, 25
companies were originally foreign companies that were mainly involved in the oil
trading business and electronic components sectors. One particular explanation
for this occurrence could probably be explained by their global business strategy
of implementing contractual joint venture foreign direct investment. The original
companies will not be losing their interests with the ownership and control remain
with the parent firm while at the same time extend their global operation and
continue to receive benefits of local resources.

. CLOSING

The analysis of foreign direct investment flows and the development of
ASEAN Economic Community has been approached from a different direction,
namely, that of stages of single market integration. Generally we have found
that FDI flows had significant impact on ASEAN intraregional trade and the
initiatives taken by the leaders of ASEAN enhanced cross-border collaboration
among the various capital markets in ASEAN, including by building capacity
and infrastructure. FDI flows to ASEAN amounted to a record high of USD 120
billion. Moreover, at almost 9 percent of world FDI inflows, ASEAN’s share of
global FDI is back to the level during boom years preceding the Asian financial
crisis. The trend of rising FDI inflows, in USD terms and in the relative terms,
applies equally to the group of ASEAN-4 countries (Indonesia, Malaysia, the
Philippines, and Thailand), Singapore and the group 5 other ASEAN countries
(Vietnam, Cambodia, Myanmar, Laos and Timor Lestie). Rising trend was
recorded from FDI flows from China, Japan and Korea as well as from United
States and Malaysia and Singapore. Several factors may be helping to make
ASEAN an attractive investment market and becoming ASEAN Economic
Community. Wage costs in manufacturing in ASEAN have been declining relative
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to China owing to divergent demographics and exchange rate movements. The
favorable trend in relative wage costs is expected to continue in the coming years,
reflecting stronger labor force growth in ASEAN. Geopolitical considerations
and ASEAN’s growing middle class could be also drive more FDI and lastly,
ASEAN’s commitment to further reduce trade and investment barriers will
accelerate a single market formation the future.
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