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Future Direction of
Regional Development in the Indo-Pacific Region

Piti Srisangnam, ASEAN Studies Center, Chulalongkorn University
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2,000 YEARS OF ECONOMIC HISTORY IN ONE CHART
All major powers compared by GDP from the year 1 AD
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The Blue Economy is sustainable use of ocean resources for economic growth,
improved livelihoods and jobs, and ocean ecosystem health.
é, 6 @ M @ M y The Blue Economy encompasses many achvu’nes

MARITIME TRANSPORT

traded are
transported by seq, and the volume of seaborne trade is
expected to double by 2030 and quadruple by 2050.

RENEWABLE ENERGY

can play a vital
role in social and economic development.

FISHERIES

Marine fisheries contribute more than

annually to global GDP.
Hore sustainable fisheries can generate
more revenue, more fish and help restore
fish stocks.

TovRISM

Ocean and coastal tourism can \
bring jobs and economic growth. e
Coastal Least Developed Countries CLIMATE CHANGE
and Small Island DeveLoping States The impacts of climate change on oceans—rising
receive more than 41 million sea-levels, costal erosion, changing ocean current

visitors per year. patterns, and aadlﬁcahon—are. staggering. At the

same time, 0ceans are an important in the ocean is from land-based

carbon sink and help mitigate climate change. sources. Better waste management on land can
help oceans recover.

To learn about other aspects of the blue economy, visit www.worldbank.org/oceans @‘”m‘“’ KGR



Indo-Pacific Region is the Future...



Evolution of the earth’s economic center of gravity'
AD 1 to 2025

TERA970 19909000
e [1980 ~

1 Economic center of gravity is calculated by weighting locations by GDP in three dimensions and projected to the nearest
point on the earth’s surface. The surface projection of the center of gravity shifts north over the course of the century,
reflecting the fact that in three-dimensional space America and Asia are not only “next” to each other, but also "across” from
each other.

SOURCE: McKinsey Global Institute analysis using data from Angus Maddison; University of Groningen




The World in 2050

Will the shift in global
economic power continue?

February 2015

pwe

‘www.pwe. co ukleconomics

https://www.pwc.com/gx/en/issues/the-
economy/assets/world-in-2050-february-
2015.pdf

Table 1: GDP at PPP rankings

© o N O O B WO N =

N N = A @ @A A o A A o
- O © 0 N O 0O A WO N = O

Country

China
United States
India

Japan
Germany
Russia
Brazil
France
Indonesia
United Kingdom
Mexico

Italy

South Korea
Saudi Arabia
Canada
Spain
Turkey

Iran
Australia
Nigeria
Thailand

GDP at PPP
(2014 USS$bn)

17,632
17,416
7,277
4,788
3,621
3,559
3,073
2,587
2,554
2,435
2,143
2,066
1,790
1,652
1,579
1,534
1,612
1,284
1,100
1,058
990

Country

China

United States
India

Japan

Indonesia

Brazil

Russia

Germany

Mexico
United Kingdom
France

Saudi Arabia

South Korea

Turkey
Italy

Nigeria

VCanada

Spain

Iran

Egypt

Thailand

Projected GDP
at PPP
(2014 US$bn)

36,112
25,451
17,138
6,006
5,486
4,996
4,854
4,590
3,985
3,586
3,418
3,212
2,818
2,714
2,591
2,566
2,219
2,175
1,914
1,854
1,847

Country

China

India

United States
Indonesia
Brazil
Mexico
Japan
Russia
Nigeria
Germany
United Kingdom
Saudi Arabia
France
Turkey
Pakistan
Egypt

South Korea
Italy

Canada
Philippines
Thailand

Projected GDP
at PPP
(2014 US$bn)

61,079
42,205
41,384
12,210
9,164
8,014
7,914
7,575
7,345
6,338
5,744
5,488
5,207
5,102
4,253
4,239
4,142
3,617
3,583
3,516
3,510




China: Belt and Road Initiative




The End of

American World

Amitav Acharya

Multiplex World

A world without a hegemon, culturally and
politically diverse yet interconnected,

whose main players — both the makers and
breakers of order — are not just states but

also international and regional bodies, non-

state groups, corporations, and people’s
movements and networks.

Armitav Archaya, 2012/2013



Key factors underpin the demise of the
US-led liberal hegemonic world order

* The Rise of Other Powers: China, India, Emerging power,
Developing Countries, Global South

* The Rise of the New Threats (Transnational in nature and
No nation): more complex challenging e.g. Terrorism,
Ethnic Conflicts, Conflicts induced by Climate Change,



China has 3 pronged approach to
regionalism

1. Continue Chinese engagement with ASEAN, ASEAN+1, ASEAN+3,
ASEAN+6 institutions e.g. ARF, RCEP, East Asia Summit

2. Develop Regional-Multilateral Institutions: established the rule of
the game in the areas where China has resources to contribute
and leadership to flex i.e. AlIB: Asian Infrastructure Investment
Bank

e 1. & 2. Consistent with the norms of "Open Regionalism"
e 1. & 2. AlIB = The World Bank (US) = IMF (EU) = ADB (Japan)



China has 3 pronged approach to
regionalism

3.1 One Belt, One Road: Focus on Regional Economy, the
projects are mainly negotiated and implemented
bilaterally with specific agreements with individual
nations.

3.2 Conference on Interaction and Confidence Building in
Asia (CICA): Focus on Regional Security



New Silk Roads | China is assembling new trade routes, hinding other regions closer to it
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Silk Road Economic Belt

3 Routes, 4 Economic Corridors ~ MERIC> China Mapping

One Belt, One Road: With the Silk Road Initiative, China Aims to Build

1. NEW EuraSian Land Bridge’ running from WeSterna GlObal Infrastructure NetWOTk ®—— (asPlpelines === Economic Corridors Maritime Slik Road of the Slik Road

China to Western Russia Projects completed and planned: June 2015 e e

Engagement States

2. China—Mongolia—Russia Corridor, running from

Northern China to Eastern Russia /&\
3. China—Central Asia—West Asia Corridor, running from egien St

. N

Western China to Turkey :’ a——

4. China—Indochina Peninsula Corridor, running from i
e Istanbul

Southern China to Singapore Wi Fies -
21st Century Maritime Silk =R
Road 2 Route, 14 Ports, 2 Economic
Corridors ot e
1. Bangladesh-China-Myanmar Corridor, running from ‘;:yfmgm L. A

. ng:, L Mm: aden sm:ﬁ:mm S

Southern China to Myanmar. i o B Gl . i g = N e

2. China—Pakistan Corridor, running from South-Western et g | ¥
. . igaid S INDONESIK
China to Pakistan ..,
o . . . - e e

3. Maritime Silk Road, running from the Chinese Coast =
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Image from Roman Wilhelm/ MERICS



Evolution of the earth’s economic center of gravity'
AD 1 to 2025

1 Economic center of gravity is calculated by weighting locations by GDP in three dimensions and projected to the nearest
point on the earth’s surface. The surface projection of the center of gravity shifts north over the course of the century,
reflecting the fact that in three-dimensional space America and Asia are not only “next” to each other, but also "across” from
each other.

SOURCE: McKinsey Global Institute analysis using data from Angus Maddison; University of Groningen



2,000 YEARS OF ECONOMIC HISTORY IN ONE CHART
All major powers compared by GDP from the year 1 AD
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Figure 1. A history of industrial revolutions: Industry evolution with key developments
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Summit or OLCF-4 is a supercomputer developed by IBM for use at Oak Ridge National Laboratory, which as of June 8, 2018 is the fastest
supercomputer in the world, capable of 200 petaflops



R.U.R. (1920)

Science fiction play by
the Czech writer Karel
Capek. R.U.R. stands
for Rossumovi
Univerzalni

Roboti (Rossum's
Universal Robots).
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QQ instant Weixin/WeChat Q Zone Online Payment
messaging (IM) 938 mil active user 632 mil active user Worldwide
Platform

861 mil active users
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JD.com -

e E-Commerce

e JD.com is China’s leading one-stop e- | :
commerce platform, providing over 300 &
million active customers with direct access
to an unrivalled range of authentic, high-
quality products, and helping leading local
and international brands tap into China’s
fast-growing e-commerce market.

* Logistics
* JD.com has one of the largest fulfillment

infrastructure of any e-commerce company
in the world. Currently, JD.com operated 14
“Asia No. 1” projects, which are among the
largest and most automated smart
fulfillment centers in Asia. JD.com also
leverages a network of over 500
warehouses with a total of 11.6 million
square meters.

e Technology
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7 JD.com Technology
. JDCOM R

* Smart Logistics

* Becoming the first company in the world to launch regular commercial
drone operations

e Becoming the first company globally to launch a fully-automated B2C
warehouse

* Launching unmanned delivery vehicles, which are already on the
streets in Chinese cities

* Launching our unmanned retail store solution, which is already being
rolled out across China
*  Smart Supply Chain

* Rolling out a blockchain-powered food traceability solution to provide
complete transparency on the entire supply chain for Australian beef
products sold on JD.com

* Establishing a global research program to promote innovation in supply
chain management
* Artificial Intelligence

* Launching a new accelerator, Al Catapult, for the development of
artificial intelligence and blockchain technologies

* DingDong, China’s most popular smart speaker which enables
consumers to shop online using only voice commands

e Partnering with leading TV makers to empower consumers to shop
online while watching TV

* AR/VR

* The launch of a new AR/VR makeup feature in the JD app to help
customers test multiple cosmetics on their own faces before buying

* Security



BCIM Economic Corridor
(2,800-km-long Kunming to Kolkata)

Route of the BCIM Economic Corridor * The BCIM-EC was initially conceptualized in 1999 by think tanks, academics and civil
S society members in China, Bangladesh and India, and began as a track Il initiative
which later received political and governmental support (transforming into a track |

initiative) in thegear 1999 through the Kunming Initiative, the Conference on Regional
Cooperation and Development among the four countries, approved later as the Kunming
Initiative.

Kunming e Although the initial plan of BCIM initiative was development of multimodal infrastructural
connectivity (through rail, road, waterways and air links), the BCIM Forum (an evolved version of
Kunming initiative) proposed the corridor to provide greater market access for the constituent
countries and facilitate multilateral trade, investment and joint ventures in industries of the
specific economic growth zones. Hence, with time the BCIM-EC conceptually evolved into

a larger form of sub-regional cooperation for development of economic growth zones.

* However, in 2014, when President Xi Jinping announced the
BRI, China's focus shifted largely. With India looking at the
BRI as a sovereignty threat (because of the development of
China Pakistan Economic Corridor), the momentum of BCIM
fell largely.



http://www.today.thefinancialexpress.com.bd/print/bcim-in-the-shadow-of-belt-and-road-initiative-1511942258

BCIM Economic Corridor
(2,800-km-long Kunming to Kolkata)

Route of the BCIM Economic Corridor * At present, the BCIM is more relevant as being the Southern Silk
~ 7 Road rather than an individual regional initiative developed through
multilateral cooperation.

* This shift in ownership has two critical repercussions; one is that the BRI is largely
mobilised through bilateral cooperation between China and other countries,

Kunming China being the root of the initiative. Hence it changes the cooperation dynamics

of the BCIM-EC from a more multilateral to China-centric bilateral cooperation of

China the other three countries.

* The third issue is the fact that the Southern Silk Road is not at the
A \A heart of the BRI. The BRI primarily constitutes of land connectivity between
} ) China and Eurasia, and maritime connectivity to Africa and the Persian Gulf

Myanmar BCIM Corridor through the Indian Ocean. Also, the most comprehensive landmark project of BRI

is the China Pakistan Economic Corridor (CPECF, a cluster of infrastructure
development projects including the Gwadar port, Karakoram Highway and
extension of railway network. The CPEC runs through the disputed region of
Jammu and Kashmir that is administered by Pakistan. South Asian politics and
disputes hence place the BCIM-EC and CPEC at competing ends. Even on the
Maritime Silk Road, all the BCIM countries are not connectivity nodes, diluting
the importance of the economic corridor further.

* Despite the geopolitical concerns that threaten the implementation of the BCIM-
EC, there still remains critical economic reasons for the corridor to receive
political attention.



http://www.today.thefinancialexpress.com.bd/print/bcim-in-the-shadow-of-belt-and-road-initiative-1511942258

China—Pakistan

Economic NORTHERN ROUTE
. EASTERN ROUTE
Corridor WESTERN ROUTE
CENTRAL ROUTE

Karakorum Highway between

Chinese border and Rawalpindi

Karachi-Peshawar Main

Railway Line

Construction of 1350 Km. £

Motorways in different cities N———r

Railway in Kashghar \-\ﬁ
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Gas and Qil Pipe Line — S




* The CPEC is intended to promote connectivity across Pakistan
with a network of highways, railways, and pipelines
accompanied by energy, industrial, and other infrastructure
development projects to address critical energy shortages
needed to boost Pakistan’s economic growth. Eventually, the
CPEC will also facilitate trade along an overland route that
connects China to the Indian Ocean, linking the Chinese city
of Kashgar to the Pakistani port of Gwadar.

* With the formal inaugural on the CPEC project, there was a
sudden furious response from neighboring countries i.e.
Iran, Afghanistan and especially India.

* June 2015, barely 2 months after Chinese President Xi
Jingping announced plans to invest 46 billion UDS to develop
infrastructure and energy projects in Pakistan as part of the
economic corridor; India Prime Minister Modi told China that
is was “UNACCEPTABLE".

* The CPEC corridor passes through Gilgit Baltistan in
Pakistan administrered Kashmir a territory claimed by
Pakistan. Since the territory of Kashmir is claimed and
controlled by both India and Pakistan.



215t Century

Maritime Silk
Road (MSR)

There is a shortage of infrastructure investment to meet the
needs of developing nations across the Indo-Asia-Pacific
region and most nations have welcomed the opportunity to
bid for Chinese funding.

At the same time, there are growing questions about the
economic viability and the geopolitical intentions behind
China’s proposals.

Thus far MSR initiatives have mainly been concentrated in
the littoral states of the Indo-Pacific region, especially port-
development projects, which is raising questions about
whether these investments are economic or military in
nature.

These large-scale investments are also structured in ways
that invite questions about the potential for China to exert
undo leverage over the domestic and foreign policies of
heavily indebted recipient countries.

Green, 2018, https://www.csis.org/analysis/chinas-
maritime-silk-road
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Kyaukpyu

Greg Poling explains the economic and strategic rationale
behind China’s investments in Kyaukpyu, a coastal town along
the Bay of Bengal in Myanmar’s western-most state of Rakhine.

China recentlg won contracts to develop a deep-sea port at
Kyaukpyu and an industrial area in a special economic zone
(SEZ) nearby.

Kyaukpyu is also the terminus for an oil pipeline and a parallel
natural gas pipeline running to Kunming, capital of
southwestern China’s Yunnan Province.

Those projects reflect a strategic effort by Beijing to reduce its
reliance on oil and gas imports through the Strait of Malacca,
and a deep-sea port at Kyaukpyu could similarly help China in
its drive to develop its inland provinces.

Poling references regional concerns about the potential
that China would leverage a port at Kyaukpyu for
military purposes but concludes that at present the
overriding fear within Myanmar is China’s potential
economic leverage via debt financing.
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Jonathan Hillman (2017) examines China’s development of the
Hambantota port in Sri Lanka and questions the economic
rationale of this project given existing capacity and expansion
plans at Colombo port, fueling concerns that
Hambantota could become a Chinese naval facility.

This case also highlights the potential risks of becoming
a debt trap as Sri Lanka handed the port over to China in
December 2017 with a controlling equity stake and a 99-
year lease—eerily similar to the imperial strategies Britain

imposed on Qing China with Hong Kong in the Nineteenth
Century.

Hillman suggests the Hambantota case reveals the need for
recipient countries to tie infrastructure projects to larger
development strategies in order to better monitor debt levels,
and for the international community to expand alternatives to
Chinese infrastructure financing.



Gwadar

Gurmeet Kanwal (2018) highlights the development of Gwadar
port as a key element in the larger China-Pakistan Economic
Corridor (CPEC) initiative.

Though CPEC is branded as a symbol of strong
bilateral ties between China and Pakistan, Kanwal
argues that both sides have misgivings about the
project, including China’s concern about the safety
of its workers and fears in Pakistan about increased
indebtedness resulting from the project, that could
increase tensions.

Kanwal also addresses the security implications of China’s
potential naval access to Gwadar as a gateway to the Indo-
Pacific, and concludes by examining the potential from the
revived quadrilateral framework of security dialogue and
cooperation among India, Japan, Australia, and the United
States as a way to counter China’s strategic outreach.



Afghanistan - B

O Chabahar

Iran

Bandar'/Abbas { : . Hars_h Pant (2018) notes that China is not the o_nIy country
: , Pakistan . playing the great game through infrastructure investment.

Chabahar Gwadar, ‘ + India’s efforts to help develop Iran’s Chabahar Port
\ L Kandla reflect Delhi’s own ambitions as a driver of infrastructure
\ : AJASTHAN development and improved regional connectivity,
particularly with Afghanistan.

puba ]

plar  Abu Dhabi = \

UZQ;’;:u { Fa O G * Close to the Chinese-backed, Pakistani port of Gwadar, the
Emirates 5 Chabahar project is also seen as a strategic play to limit
—J Amedabad the influence China seeks to gain and wield through its

Belt and Road Initiative and MSR.

/' Oman

* Pant concludes by identifying complications in India’s
5 strategy stemming from Iran’s openness to Chinese and
B o Pakistani participation in the development of Chabahar.







India = One of
the fastest
economy in
terms of
development
and economics
growth

C17 - C18: 23-24% Share of
Global GDP

In 1947, this share dropped
to only 3%

From 1900 — 1947 GDP
growth = 0.0001% p.a.

In 2017, Indian Economy
considered as the 7th largest
in the world

In 2016 GDP growth = 7.5%

* |In1947,
* 90% indian population
lives under poverty line
* 17% Literacy rate
» 27 years life expectancy

* In2017
e 22% indian population
lives under poverty line
* 75% Literacy rate

* 66-68 years life
expectancy



DEVELOPMENT OF
NORTH-EAST

India’s North-East, Our Pivot To Act East
Policy, Is Becoming a Trade and Tourism Hub

Rs 144.52
crores

Two-fold increase in estimated trade between India Rs77.52 /
and Myanmar via the North-East crores
2013-14 2015-16

48

Enhancing rail and air
connectivity internally in
the North-East

Economic cooperation with
Asia-Pacific facilitating |
bilateral trade via the .
North-East

North-East as an organic

farming hub: With upgraded
connectivity, agri-exports will
transform the region

Buddhist-Hindu circuit from
India to South-East Asia passing
through the North-East - a big
boost for tourism

From “Look East” to “Act East”
Policies

* India's Look East policy is an effort to cultivate extensive
economic and strategic relations with the nations of Southeast
Asia in order to bolster its standing as a regional power and a
counterweight to the strategic influence of the People's Republic
of China.

* Initiated in 1991, it marked a strategic shift in India’s perspective
of the world.

* |t was developed and enacted during the government of Prime
Minister Narsimha Rao (1991-1996) and rigorously pursued by
the successive administrations of Atal Bihari Vajpayee (1998-
2004) and Manmohan Singh (2004-2014).

* Currently Prime minister Narendra Modi is taking policy to next
level as Act East Policy.



Indo Pacific

* "Indo-Pacific", originally a geographic concept that

spans two regions of the Indian Ocean and the Pacific
Ocean, is not a new concept in itself.

Gurpreet s. Khurana, who used the word" Indo-Pacific
Strategy" for the first time, was a marine strategist and
executive director of the New Delhi National Marine
Foundation. Recently, he wrote in the Washington Post
that the new term has changed the new strategic mind
map since China’s “reform and opening up” in the
1980s. “Asia Pacific” has shaped the image of a
community of interests linking the United States and
East Asia.

The " Indo-Pacific " used by Trump means that India,
the United States, and other major Asian democracies,
especially Japan and Australia, will join in curbing
China in the new framework of growing "Cold War"
influence. (Chen, 2018)
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Security And Growth for All in the Region
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SAGAR Mala
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’Tndla‘s 13 Major Ports NOT EQUALS to
k China's single Shanghai Port

l -=> To modernize minor and major ports of India W
-> Setup new ports ($22 billion USD) 4

i s NN
PROJECT SAGARMALA

High Clearance Time

[Ahseuce of large scale warehousing Iaciily]

Many types of taxes
Tax per ton of cargo is much high

[ane vessels cannot enter in Indian wns]

High Clearance Time
Lacks in maritime infrastructure

Shipping ministry formed new Committee
1o setup two major ports.

100°% FDI permitted for port development
projects (automatic route) in Indian Shipping Industry

[ ] R 1B ks IR Needed

hed Indian Maritime
hennai

Steps taken by the Govt
Ford signed an MoU to export the cars from
Chennai plant via Ennore Port for next ten years.

o PORT MODERMISATION
nfra upgrade for major and minor ports

THE GOVERNMENT HAS UNVEILED "SAGAR MALA', A [2) EFFICIENT EVACUATION SYSTEMS
PLAN TO DEVELOP PORTS, TRANSPORT THROI
WATERWAYS AND PROMOTE SHIPPING. A LOOK of ren: fon

Daemmnmwanml/meﬂs
10 hintariand and promote Shpping as

COASTAL ECONOMIC DEVELOPMENT
Devalopment of Coastal Economic Zones, port based
StZs; promotion of coastal tourism

G0 3500 CRORESSE e
Venicie, nitial subscribed share capital of 2100
crore, fundea by 12 major ports and R—!_M

200

Small ana big ==
ports to be

LEGEND
& MAJORCITES
W MAJOR PORTS
© NONMAJOR PORTS
= = INDUSTRAL CORRIDORS
s FREIGHT CORRIDORS

KRISHNAPATNAM B e
6 ‘ UM, CHI

ENNORE \. AND PETROCHEMICALS

BUCKINGHAN CANAL INVESTMENT REGION

CHENNAI w— MAJOR INLAND WATERWAYS
CuDDALORE

o M

TICORIN 138

4th Container Terminal at JN Port

[Tadmi. Karnataka: proposal to setup a new Greenfield Seanon]

Automatic ldentification System (AIS) system and
Vessel Traffic Management Services (VIMS) in all the Ports.

project-sagarmala.html

PPP projects approved at Mumbai, Ennore, Kandla and Kolkata ports
DBFOT- Design, Build, Finance, Operate and Transfer basis.

http://senthil-studynotes.blogspot.com/2016/05/caecongeog-ind-
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|ﬂdO-PaCifiC Economlc MAJOR INDO-PACIFIC SHIPPING LANES
Corridor Ty A8

* The Indian Ocean is now
surpassing the Atlantic and
Pacific oceans as the world’s
busiesttrade corridor. Rapid
economic growth in South,
Northeast and Southeast Asia is
drivingstronger economic links
with the resource-rich Middle East
and Africa. One-third of the
world’sbulk cargo and around P Tosman H
two-thirds of global oil
shipments now pass through
the Indian Ocean
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Indo-Pacific

* Since 2011, the term ‘Indo-Pacific’ is being used increasingly in the global strategic/ geo-political discourse. The
term was first used in an article authored by Gurpreet Khurana, which was carried in the January 2007 issue of
the Strategic Analysis journal (Routledge/ IDSA) titled "Security of Sea Lines: Prospects for India-Japan
Cooperation". In the article, the term ‘Indo-Pacific’ refers to the maritime space stretching from the littorals of
East Africa and West Asia, across the Indian Ocean and western Pacific Ocean, to the littorals of East Asia.

* The spirit of the term was picked up by Japan’s Prime Minister Shinzo Abe, as reflected in his speech to
the Indian Parliament in August 2007 that talked about the "Confluence of the Indian and Pacific Oceans" as
"the dynamic coupling as seas of freedom and of prosperity" in the "broader Asia".

* From 2010 onwards, the term Indo-Pacific acquired salience within the Indian government and has since been
used often by India's apex political leadership. From about 2011 onwards, the term has been used frequently by
strategic analysts and high-level government/ military leadership in Australia, Japan and the US to denote said
region.

* However, a formal/ official documented articulation of the term first appeared in Australia’s Defence White
Paper, 2013.



Indo-Pacific

* It has been argued that the concept of the Indo-Pacific may lead to a change in popular "mental
maps" of how the world is understood in strategic terms. Lately, US officials have begun using the
term "Indo-Asia Pacific". This will enable America to maintain its geographic inclusiveness in the
new coinage of 'Indo-Pacific'.

* The term's profile was raised when it found mention in the joint statement issued by the Indian
Prime Minister Narendra Modi &United States President Donald Trump after the former's state
visit to White house on 26th June 2017. "As responsible stewards in the Indo-Pacific region,
President Trump and Prime Minister Modi agreed that a close partnership between the United
States and India is central to peace and stability in the region. In marking 70 years of diplomatic
relations between India and the United States, the leaders resolved to expand and deepen the
strategic partnership between the countries and advance common objectives. Above all, these
objectives include combatting terrorist threats, promoting stability across the Indo-Pacific region,
increasing free and fair trade, and strengthening energy linkages".






2,000 YEARS OF ECONOMIC HISTORY IN ONE CHART
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1984 Automobile Voluntary Export Restraint (VER)

* When the automobile industry in the United States was threatened by the popularity of cheaper more fuel
efficient Japanese cars, a 1981 voluntary restraint agreement limited the Japanese to exporting 1.68 million cars
to the U.S. annually as stipulated by U.S Government. This quota was originally intended to expire after three
years, in April 1984. However, with a growing deficit in trade with Japan, and under pressure from domestic
manufacturers, the US government extended the (?uotas for an additional year. The cap was raised to 1.85
million cars for this additional year, then to 2.3 million for 1985. The voluntary restraint was removed in 1994.

* The Japanese automobile industry responded by establishing assembly plants or "transplants" in the United
States (primarily in the Southern U.S. states where right-to-work laws exist as opposed to the Rust Belt states
with established labor unions) to produce mass market vehicles. Some Japanese manufacturers who had their
transplant assembly factories in the Rust Belt e.% Mazda, Mitsubishi had to have a joint venture with a Big
Three manufacturer (Chrysler/Mitsubishi which became Diamond Star Motors, Ford/Mazda that evolved
into AutoAlliance International). GM established NUMMI which was initially a joint venture with Toyota which
later expanded to include a Canadian subsidiary (CAMI)) - a GM/Suzuki which were consolidated that evolved
into the Geo division in the U.S. (its Canadian counterparts Passport and Asuna were short lived -

Isuzuautomobiles manufactured during this era were sold as captive imports).

* The Japanese Big Three (Honda, Toyota, and Nissan) also began exporting bigger, more expensive cars (soon
under their newly formed luxury brands like Acura, Lexus, and Infiniti - the luxury marques distanced
thembselvefs from its parent brand which was mass marketed) in order to make more money from a limited
number of cars.



Foreign Exchange Rate (DEM/USD, FRF/USD, GBP/USD and JPY/USD)
1981/01-1990/12

averages of daily figures noon buying rates in NY

o 1200 : 400.00
Plaza Accord 1985 =
o 10.00 ; 350.00
[a0] 1
LD 1
B 800 300.00
Announcement of the Ministers of Finance and Central Bank Governors A =2
of France, Germany, Japan, the United Kingdom, and the United States, 2 600 250.00 &
commonly known as The Plaza Accordor Plaza Agreement, was an 2 ()
agreement joint b\(\S major industry countries of France, West = 4.00 200.00
Germany, Japan, the United States, and the United Kingdom, uw : X
to depreciate the U.S. dollar in relation to the Japanese yen and =
German Deutsche Mark by intervening in currency markets. 2 200 150.00
Q.
The five governments signed the accord on September 22, 1985 at o 0.00 100.00

the Plaza Hotel in New York City.
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e U.S. dollar depreciated significantly since the agreement until it is T T TN NSRRI AANS O
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The Statement of the G6 Finance Ministers and Central Bank Governors, ——DEM/USD = FRF/USD GBP/USD —— JPY/USD

commonly known as Louvre Accord was an agreement, signed on
February 22, 1987 in Paris, that aimed to stabilize the

international currency markets and halt the continued decline of the US
Dollar caused by the zlaza Accord from 1985. It is considered - from a
relational international contract view, as a rational compromise solution
between two ideal-type extremes of international monetary regimes: the
perfectly flexible and the perfectly fixed exchange rates.

The agreement was signed by France, West Germany, Japan, Canada,
the United States and the United Kingdom.

From left are Gerhard Stoltenherg of West Germany, Pierre Bérégovoy of

France,James A. Bﬂ(eryﬁf tiie United States, Nigel Lawson of Britain, and Noboru
\ { ]

Takeshita of Japan.i\, &




The Lost Decade or the Lost 10 Years (5 4>417=+4E Ushinawareta Jinen)
The Lost Score or the Lost 20 Years (J<4>417- ——+4F, Ushinawareta Nijanen)

FRED w — Interest Rates, Discount Rate for Japan
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The Lost Decade or the Lost 10 Years (542417=+4E Ushinawareta Jinen)
The Lost Score or the Lost 20 Years (J<4>417- ——+4F, Ushinawareta Nijanen)

* Japan's strong economic growth in the second half of the 20th century ended abruptly at the start of the 1990s.
The Plaza Accord doubling of the exchange rate value of the dollar versus the yen between 1985 to 1987 fueled
a speculative asset price bubble of a massive scale. The bubble was caused by the excessive loan growth quotas
dictated on the banks by Japan's central bank, the Bank of Japan, through a policy mechanism known as the
"window guidance". As economist Paul Krugman explained, "Japan's banks lent more, with less regard for
quality of the borrower, than anyone else's. In doing so they helped inflate the bubble economy to grotesque
proportions."

* Trying to deflate speculation and keep inflation in check, the Bank of Japan sharply raised inter-bank lending
rates in late 1989. This sharp policy caused the bursting of the bubble and the Japanese stock market crashed.
Equity and asset prices fell, leaving overly leveraged Japanese banks and insurance companies with books full of
bad debt. The financial institutions were bailed out through capital infusions from the government, loans and
cheap credit from the central bank, and the ability to postpone the recognition of losses, ultimately turning
them into zombie banks. Yalman Onaran of Bloomberg News writing in Salon stated that the zombie banks were
one of the reasons for the following long stagnation. Additionally Michael Schuman of Time magazine noted
that these banks kept injecting new funds into unprofitable "zombie firms" to keep them afloat, arguing that
they were too big to fail. However, most of these companies were too debt-ridden to do much more than

f\urolvivedor(\]I bail-out funds. Schuman believed that Japan's economy did not begin to recover until this practice
ad ended.

* Eventually, many of these failing firms became unsustainable, and a wave of consolidation took place, resulting
in four national banks in Japan. Many Japanese firms were burdened with heavy debts, and it became very
difficult to obtain credit. Many borrowers turned to sarakin (loan sharks) for loans. As of 2012, the official
interest rate was 0.1%; the interest rate has remained below 1% since 1994.



Asia: “Growth Center” of the world economy

n Quality Infrastructure Investment:Japan’ s Initiatives

Developing resilient infrastructure is essential for the world economic growth

| “Partnership for Quality Infrastructure” (May 2015)

mmmmmmm) Providing, in collaboration with the Asian Development Bank (ADB),

approximately $110 billion for quality infrastructure investment in Asia
from 2016 to 2020.

| “Expanded Partnership for Quality Infrastructure” (May 2016)

Aiming to provide financing of approximately $200 billion from 2017 to
E—) 2021 to be allocated to infrastructure projects across the world.

| “G7 Ise-Shima Principles for Promoting Quality Infrastructure Investment” (May 2016) |

mmmm=) Defining the principles for promoting quality infrastructure investment.

The infrastructure investment requirement for Asia (Asia without
China) is estimated to be $396 billion per year over 2014-2020 . : AR : : B
o oo vt s Y infrastructure —) Promotlpg stability and p.rosperlty.ofthe region by strengthening the
il s worbank orglexermal Ul WS ContentServer WO IB015/05/ 1_oRendere connectivity between Asia and Africa through two free and open seas:
d/PDF/InfrastructureOdevelopingOeconomies. pdf T .

the Pacific and the Indian Oceans.

- “Free and Open Indo-Pacific Strategy” (August 2016) |
resilient | P By tAve

Quality Infrastructure Investment
Global Standards and New Finance

Challenges facing Asia: Lack of Investment and Quality of Infrastructure
Directions to be pursued: Increase the Flow of Funds, Infrastructure should be high-quality
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China-Japan
“A New Stage” Cooperation

 Official Visit (25-27 Oct 2018) after 7 years.

e > 500 Business Deals (> 2.6 Billions of USD)
mainly in Infrastructure Development, Energy
and Automobile

30 Billions of USD China-Japan Bilateral Currency
Swap pact

* High-level Diplomatic and Military Exchanges
* Constructive Dialogue
* Xi will visit Osaka for G-20 Summit in 2019

 Japan Bank for International Cooperation (JBIC)
and China Development Bank joints loans when
investing in the 3 country market




China-Japan “A New Stage” Cooperation

* Cooperating in the third countries enable the two nations to stabilizes tied,
but would help Tokyo reduce the risk of upsetting the US by promoting

China’s Rise.

* China has wanted to include Japan as a partner of the BRI, which has been
criticized by many western countries

* Japan wants to stabilize relations with China by using economic leverage, but
doesn’t want to be labelled as collaborating with China.

* The Joint-investments may offer Japan a new tactic for limiting China’s
influence over ASEAN

* Cooperating in the third countries projects was a way of compromising.

Source: Yasuhiro Matsuda, Institute for Advanced Studies on Asia, University of Tokyo
Kotaro Tamura, Former Parliamentary Secretary in Charge of Economic and Fiscal Policy, Japan Cabinet Office.
Lee Myon-woo, Japan Affairs Expert and VP, Sejong Institute, ROK



Thailand and ASEAN: Outlook on the Indo-Pacific




1. Deeper and Broader ASEAN

3 Main Strategies Regional Integration

of Thailand 2. ASEAN Connectivity
3. SEZs and EEC




* ASEAN is weakened BUT NOT out. ASEAN is a vital role
to play in managing security. AEC is a very positive
development

 BUT ASEAN's role in the wider Asia-Pacific or the Indo-
Pacific is LESS rosy than before.

* ASEAN's Centrality is Over-optimistic.

* We need RCEP and ASEAN-Plus Mechanisms to get this
job done.




—— — - , , - RCEP negotiations were formally launched in
Often referred to as a“trade” pact, the Regional Comprehensive Eonomic Partnership (RCI
RCEP cou NTRIES REPRESENT deals with more than just trade - a large portion of the agreement will give rich countries November 2012 at the ASEAN Summit in
their corporations power to delve into non-trade issues that have far-reaching implicatior .
across sectors and communities. Ca m bOd 1a.

Brunei
Cambodia

Indonesia In 2017, prospective RCEP member states
Ml accounted for a population of 3.4 billion people
P;:g:j;i m with a total Gross Domestic Product(GDP, PPP) of
Thailand 2 9(y $49.5 trillion, approximately 39 percent of the
i 0 world's GDP, with the combined GDPs of China

Australia

(e OF WORLD and India making up more than half that amount.

India

Laos

Japan

South Korea TRADE RCEP is the world's largest economic bloc,

New Zealand
3 80/ N covering nearly half of the global
s Ol o 0 UNDER RCEP... economy. According to estimates by PwC,

of negotiations OF THE WORLD - Farmers access to seeds will be further restricted the GrOSS DomeStIC Pr‘Od uct (GDP, PPP) Of RCEP

comprised of 10

ASEAN member - Race to the bottom for labor rights standards T
ECONOMY member states is likely to amount to nearly $250

states + 6 of its major - The poor wil be deprived of access to cheap medicine
trading partners - Corporations will have the power to sue governments tri”ion by 2050 ora qUa rter Of
n n for social protection measures that “hurt” profit-making I o . .
- And many more.. a quadrillion dollars, with the combined GDPs of
China and India making up more than 75% of the
2016 Targetyear of completion amount. RCEP's share of the global economy
could account for half of the estimated $0.5

quadrillion global (GDP, PPP) by 2050.

4 RCEP Ministerial Meeting scheduled in 2019:
March, August, September and November

Regional Comprehensive
E CO n O m i C Pa rt n e rS h i p : RC E P Comprehensive, High-Quality, Mutually Benefit,

Broader and Deeper than ASEAN+1

Senior Official Meeting on Monthly Basis with
Work Plan and Targets.




20 Chapters
of RCEP

To be Conclude in 2019

1. Initial Provisions

2. Trade in Goods

3. Rules of Origin

4. Trade Remedies

5. Trade in Services with

Annex on Trade in
Financial, Telecom and
Professional Sectors

6. Movement of Natural
Persons

Investment
Intellectual Property
E-commerce

10. Competition

11. General Provisions

12. Dispute Settlement

13. Final Provisions

Already Concluded

1.
2.

Institutions

Sanitary and Phyto
Sanitary (SPS)

Standard and
Conformance, Technical
Measures, Mutual
Recognition

Economic and Academic
Cooperation

Micro, Small and
Medium Size Enterprises
(MSMEs)

Customs Procedures and
Trade Facilitations

Government
Procurements
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Thailand Special Economic Development Zones

1st Phase 2nd Phase

* Tak * Chiang Rai

* Mukdahan * Nong Khai

* Sa Kaeo * Nakhon Phanom
* Trat * Kanchanaburi

* Songkhla * Narathiwat
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Eastern Economic Corridor

Agricuture &
Bigtechnoibgy
\
Smart Bectronics ‘ = @ Food for me Future
s’

Next-Generation
“Automotive

S 78N Automation &
= TanceTeD () =
INDUSTRIES

‘Mescal Avigtion &

Logistics

Coa

Investment projects applying for incentives under this scheme must establish a close
cooperation with educational and research institutions, Center of Excellence etc. The
types of cooperation must be approved by the BOI e.g. cooperation in the area of
Talent Mobility, Work-integrated Learning (WiL), Dual Vocational Training (DVT),
Cooperative Education, special vocational education projects in the EEC or other
types of cooperation to develop human resources or technology.

Cooperation plans for Dual Vocational Training, Cooperative Education, Work
integrated Learning or other similar types of cooperation must be submitted. The
plans must describe vocational training plans and numbers of students according to
the criteria

The existing requirements for human resources development in certain projects,
such as Innovation Incubation Center, are not considered as a fulfiliment of the
conditions set under the EEC measure.
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O onsist of 3 designated areas as follo

Currendly there are 3 designated areas

as follows Digital Park Thailand
@ or EECd
Eastern Airport City
or EECa
Eastern Economic Corridor of
\ Innovation or EECi )
2. Promoted Zones for targeted industries )

Designated by the Eastern Economic Corridor Policy Committee. Currently there are
21 designated areas as follows:

1. Hemaraj Chonburi Industrial Estate 12. Pin Thong Industrial Estate

2. Hemaraj Chonburi Industrial Estate 2 (Laem Chabang) Chonburi

3. Hemaraj Eastern Seaboard 13. Pin Thong Industrial Estate
Industrial (3" Phase) Chonburi

4. Hemaraj Eastern Seaboard 14. Pin Thong Industrial Estate
Industrial Estate 2 (Chonburi) (47 Phase) Chonburi

5. Hemaraj Eastern Seaboard 15. Pin Thong Industrial Estate

(5" Phase) Chonburi

Eastern Seaboard Industrial Estate 16. Pin Thong Industrial Estate

o

(Rayong) 17. Yamato Industries Industrial Estate
7. Hemaraj Eastern Indusinial Estate Chonburi

(Map Ta Phut) 18.TFD Industrial Estate 2
8. Hemaraj Rayong Industrial Estate 36 Chachoengsao

(Rayong) 19.CP. Industrial Estate Rayong

9. Amata City Industrial Estate
10. Amata Nakorn Industrial Estate
11. Amata Nakorn Industrial Estate

20. Smart Park Industrial Estate
21. Hemaraj Eastern Seaboard
Industrial Estate 4

(2™ Phase)

s
1. Promoted Zones for Specific Industries )

3. Other Industrial Estates &

Industrial Parks in the EEC
BOI-promoted industrial estates or =
Chonburi and Rayong con:

n ChJCf‘OETgSQC
of the following 19 areas:

304 Industrial Park (2 Phase)
Gateway Industrial Estate

igrow Industrial Estate

Ban Bung Industrial Estate

Laem Chabang Industrial Estate
Sahaphat Industrial Estate (Sriracha)
Asia Industrial Estate

8. JK Land Industrial Park

W -

Wel

S o

9. IRPC Eco Industrial Zone (4th Phase)
10. Rubber City Industrial Estate

11. Maptaphud Industrial Estate

12 Pha Daeng Industrial Est
13. Rayong Industrial Estate (Bankai)
14. RIL Industrial Estate

15. Rojana Industrial Park (Bankai)

16. Rojana Industrial Park (Pluagdang)
Siam East
18. SSP Industrial Park (Rayong)
19. WHA Rayong Industrial Land

Industrial Park

Incentives

For targeted activities in designated locations

. .

For eligible activities in the EEC

[ oo [ ae

Zones inthe EEC Incentives

1. Promoted Zones

- - 10 + 3 Years 8+4Years 10 + 1 Years Regular exemption
N Corporate income tax exemption 8+ 4 Years 5+ 2Years
for Specific Industries (no cap) (no cap) (no cap) (5 10 8 years)
(EECa, EECd, and
EECi) 50% corporate income tax reduction = = = 6§ Years = 3 Years
E _ 10 + 2 Years 8 Years 10+ 1Years  Regular exemption
ST TR Corporate income tax exemption 00 cap) 0o cap) 8 Years 5 Years (no cap) (5108 years)
for targeted industries
50% Corporate income tax reduction 5 Years 5 Years 5 Years -
. For eligible activities in the EEC List of eligible
- in the EEC
3. Other Industrial e al
Estates & Industrial
- - 10 + 1 Years 8 Years
i income tax 8 Years 5 Years
Parks in the EEC Corporate exemption (no cap) (no cap)
50% Corporats income tax reduction - 3 Years 3 Years 3 Years

Remaric The projects. promated under EEC measure in the EEC are not entied 10 apply for merit on industrial area development (Acoording 1 announcement no. 22557 dated December 3, 2557)




Factors
affecting
Foreign Direct
Investment

Market size and growth
potential

Openness

Exchange Rate Valuation
Clustering effects
Political stability

Institutions, Regulatory
Environment

Wage rates
Labour skills
Tax rates

Transport and infrastructure
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Indonesian Sea Policy
Presidential Regulation (Peraturan Presiden) No. 16 of 2017

* The Jokowi’s Global Maritime Fulcrum (GMF) is now defined as the vision for a
“sovereign, developed, and strong maritime state capable of positively
contributing to the peace and security of the region and the world, according to
its national interests.” As policy guidance, this vision is further detailed in two
appendices containing a long-term framework (spelled out in a 37-page National
Document) and a short-term scheme (detailed in the 198-page Action Plan 2016-
2019).

* The GMF’s original pillars were expanded into:

1. Marine and human resource development;

Naval defense, maritime security, and safety at sea;

Ocean governance institutionalization;

Maritime economy, infrastructure, and welfare;

Environmental protection and ocean space management;

Nautical culture; and

7. Maritime diplomacy.

o unkwnN

* These pillars are further broken down into 76 programs spread across dozens of
ministries and agencies in charge of 425 activities designed to achieve 330

targets




Origin of ASEAN

Outlook on
Indo-Pacific

While ASEAN’s relationship with the Indo-Pacific concept itself may date back much
further, e.g. Indonesia’s former foreign minister, Marty Natalegawa, had also publicly
raised the prospect of an Indo-Pacific Friendship and Cooperation Treaty in the 2010s,
it is also true that

* The The Belt and Road Initiative (BRI), a global development strategy adopted
by the Chinese government involving infrastructure development and
investments in order to access to the larger markets and larger pool of
resources in 152 countries and international organizations
in Asia, Europe, Africa, the Middle East

* The release of the U.S. free and open Indo-Pacific (FOIP) strategy which
continues to be developed, and the subsequent catalyzing of reactions from
regional states such as India, Japan and Australia

e ‘Quality Infrastructure Investment’: Japan’s robust challenge to China’s Belt and
Road Initiative

* At the Shangri La Dialogue in Singapore, IndianPrime Minister had espoused a
“free, open, prosperous andinclusive Indo—Pacific Region”. He had, in addition,
called for common commitment, based on shared values and principles, to
promote a rules-based order in the Indo—Pacific. Gradually, Act ‘East’ is getting
transformed into Act ‘Indo-Pacific’.

has further intensified the regional grouping’s quest to advance its own vision of the
concept and shape the regional conversation (which, it should be kept in mind, is
distinct from the views of individual Southeast Asian states).

This is due to a range of factors, some of them more historic, such as ASEAN’s
conception of its role as being in the driver’s seat in regionalism and the suspicion of
foreign powers seeking to dominate the agenda, and others more contemporary, such
as growing nervousness about rising U.S.-China strategic competition and its effects
on smaller states. In that vein, we have seen Southeast Asian states seek to shape
their own vision since last year, with the convening of workshops and meetings.
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“ASEAN OUTLOOK ON THE INDO-PACIFIC”
BACKGROUND AND RATIONALE

. The Asia-Pacific and Indian Ocean regions are amongst the most dynamic in the world as
well as centers of economic growth for decades. As a result, these regions continue to
experience geopolitical and geostrategic shifts. These shifts present opportunities as well as
challenges. On the one hand, the economic growth of the region opens up possibilities of
cooperation to alleviate poverty and elevate living standards of millions of people. On the
other hand, the rise of material powers, ie. economic and military, requires avoiding the
deepening of mistrust, miscalculation, and patterns of behavior based on a zero-sum game.

. Southeast Asia lies in the center of these dynamic regions and is a very important conduit
and portal to the same. Therefore, it is in the interest of ASEAN to lead the shaping of their
economic and security architecture and ensure that such dynamics will continue to bring
about peace, security, stability and prosperity for the peoples in the Southeast Asia as well
as in the wider Asia-Pacific and Indian Ocean regions or the Indo-Pacific.

. ASEAN, which for decades has been engaging in the development of an inclusive regional
architecture, needs to consistently come up with its collective leadership in forging and
shaping the vision for closer cooperation in the Indo-Pacific and to continue to maintain its
central role in the evolving regional architecture in Southeast Asia and its surrounding
regions. ASEAN also needs to continue being an honest broker within the strategic
environment of competing interests.

4. Against this backdrop, ASEAN Leaders have agreed to further discuss an initiative that

reinforces the ASEAN.centered regional architecture, namely, ASEAN Outlook on the
Indo-Pacific. This Outlook is not aimed at creating new mechanisms or replacing existing
ones; rather, it is an Outlook intended to enhance ASEAN’s Community building process
and to strengthen and give new momentum for existing ASEAN-led mechanisms to better

face challenges and seize opportunities arising from the current and future regional and
global environments. Moreover, the Outlook is intended to be inclusive in terms of ideas

and proposals.

. ASEAN Outlook on the Indo-Pacific envisages ASEAN Centrality as the underlying
principle for promoting cooperation in the Indo-Pacific region, with ASEAN-led
mechanisms, such as the East Asia Summit (EAS), as platforms for dialogue and
implementation of the Indo-Pacific cooperation, while preserving their formats.

Furthermore, ASEAN may also seek to develop, where appropriate, cooperation with other
regional and sub-regional mechanisms in the Asia-Pacific and Indian Ocean regions on
specific areas of common interests to complement the relevant initiatives.




ASEAN Outlook on the Indo-Pacific

Four Elements of AOIP

1. The integration of the Asia-Pacific and Indian Ocean
regions

2. The promotion of dialogue and cooperation instead
of rivalry

3. The advancement of development and prosperity
of all

4. The importance of the maritime domain in the

regional architecture.

It clearly situates the Outlook alongside other regional and
international frameworks and organizations, be it Indian
Ocean Rim Association (IORA) or the United Nations
Sustainable Goals.

Four Functional Areas. ASEAN believes collaboration
can be tangibly advanced:

1.

P
3.
4

Maritime Cooperation
Connectivity
Sustainable Development

Economic Cooperation



II. ASEAN OUTLOOK ON THE INDO-PACIFIC

6. Consistent with decades of ASEAN’s role in developing and shaping regional architectures
in Southeast Asia and beyond, and with ASEAN’s norms and principles as contained in the
ASEAN Charter and other relevant ASEAN documents, ASEAN Outlook on the Indo-

Pacific envisioned by ASEAN consists of the following key elements:

o A perspective of viewing the Asia-Pacific and Indian Ocean regions, not as contiguous

territorial spaces but as a closely integrated and interconnected region, with ASEAN
playing a central and strategic role;

An Indo-Pacific region of dialogue and cooperation instead of rivalry;

An Indo-Pacific region of development and prosperity for all;

The importance of the maritime domain and perspective in the evolving regional
architecture.




II1.

7.

OBJECTIVES

This ASEAN Outlook on the Indo-Pacific should support and provide ballast for the current
dynamism in the Indo-Pacific region, which should be viewed from the perspective,
of encouraging progress. As such, it should also provide added value to the existing regional
arrangements. Therefore, the said ASEAN Outlook on the Indo-Pacific is aimed at: (1)
offering an outlook to guide cooperation in the region; (2) helping to promote an enabling
environment for peace, stability and prosperity in the region in addressing common
challenges, upholding the rules-based regional architecture, and promoting closer
economic cooperation, and thus strengthen confidence and trust; (3) enhancing ASEAN’s
Community building process and further strengthening the existing ASEAN-led
mechanisms, such as the EAS; and (4) implementing existing and exploring other ASEAN
priority areas of cooperation, including maritime cooperation, connectivity, the
Sustainable Development Goals (SDGs), and economic and other possible areas of
cooperation.

. ASEAN Outlook on the Indo-Pacific involves the further strengthening and optimization

of ASEAN-led mechanisms, including the East Asia Summit (EAS), the ASEAN Regional
Forum (ARF), the ASEAN Defence Ministers Meeting Plus (ADMM-Plus), the Expanded

ASEAN Maritime Forum (EAMF) and others such as the relevant ASEAN Plus One
mechanisms.

. ASEAN Outlook on the Indo-Pacific is meant to contribute to the maintenance of peace,

freedom, and prosperity.




IV.  PRINCIPLES

10. ASEAN Outlook on the Indo-Pacific is based on the principles of strengthening ASEAN
Centrality, openness, transparency, inclusivity, a rules-based framework, good governance,
respect for sovereignty, non-intervention, complementarity with existing cooperation
frameworks, equality, mutual respect, mutual trust, mutual benefit and respect for
international law, such as UN Charter, the 1982 UN Convention on the Law of the Sea, and

other relevant UN treaties and conventions, the ASEAN Charter and various ASEAN
treaties and agreements and the EAS Principles for Mutually Beneficial Relations (2011).

. Recognizing the continuing importance, relevance and positive contributions of the Treaty
of Amity and Cooperation in Southeast Asia (TAC) to sustaining peace and stability in the
region for over 40 years, ASEAN Outlook on the Indo-Pacific would be guided by the
purposes and principles contained in the TAC, which, among others, encompass peaceful
settlement of disputes, renunciation of the threat or use of force and promotion of rule of
law, with a view to further promoting amity and cooperation among countries in the Indo-

Pacific region.

12. ASEAN Outlook on the Indo-Pacific will, at the same time, help to generate momentum for

building strategic trust and win-win cooperation in the region, which would be further

reinforced by ASEAN reaffirming those purposes and principles of the TAC and promoting
their application in the conduct of relations between states in a wider Indo-Pacific region,

including through an appropriate ASEAN document.




V.

13.

14.

AREAS OF COOPERATION

In order to realize the key elements of ASEAN Outlook on the Indo-Pacific, ASEAN will
undertake cooperation in a broad range of areas, including:

Maritime Cooperation

The existing and arising geopolitical challenges facing countries in the region also revolve
around maritime issues such as unresolved maritime disputes that have the potential for
open conflict. In addition, unsustainable exploitation of maritime resources and maritime
pollution have also increasingly become major problems. There is a need to prevent,
manage and eventually resolve these issues in a more focused, peaceful and comprehensive
way.

. Areas of maritime cooperation, in accordance with universally recognised principles of

international law including the 1982 United Nations Convention on the Law of the Sea,
may include the further enhancement of:

o cooperation for peaceful settlement of disputes; promoting maritime safety and
security, and freedom of navigation and overflight; addressing transnational crimes,
including trafficking in persons or of illicit drugs, sea piracy, robbery and armed
robbery against ships at sea; etc.

cooperation for sustainable management of marine resources; to continue to promote
maritime connectivity; to protect livelihood of coastal communities and to support
small-scale fishing communities; to develop blue economy and to promote maritime
commerce, etc.

cooperation to address marine pollution, sea-level rise, marine debris, preservation and
protection of the marine environment and biodiversity; promoting green shipping, etc.

technical cooperation in marine science collaboration; research and development;
sharing of experience and best practices, capacity-building, managing marine hazards,
marine debris, raising awareness on marine and ocean-related issues, etc.

Connectivity

. The second area of cooperation is connecting the connectivities. The existing and future

connectivity initiatives in the Indo-Pacific region should complement and support the
existing Master Plan on ASEAN Connectivity (MPAC) 2025. The ASEAN vision on
Connectivity, that is to achieve a seamlessly and comprehensively connected and integrated
region that will promote competitiveness, inclusiveness, and a greater sense of community,
as well as the Declaration on the 6™ East Asia Summit on ASEAN Connectivity should
guide the ASEAN outlook on connectivity in Indo-Pacific region. The increasing integration
and interconnection among Indian Ocean and Pacific Ocean countries require investments
and efforts to build connectivity infrastructures, including physical, institutional and
people-to-people linkages. Environmental and ecological impacts and considerations must

be taken into account to ascertain the sustainability of such initiatives in the long term.

. Connecting the connectivities may include:

o Exploring key priority area of cooperation to reinforce the existing MPAC 2025 and
promote prosperity and development in the Indo-Pacific region;

Developing a regional public-private partnership (PPP) development agenda to
mobilize resources for connectivity projects, including infrastructure projects in Indo-
Pacific region;

Exploring potential synergies with sub-regional frameworks, such as, IORA,
BIMSTEC, BIMP-EAGA, Mekong subregional cooperation frameworks, including
ACMECS, etc;

Working towards the establishment of a Seamless ASEAN Sky, with ASEAN airspace
as a seamless block of airspaces with harmonised and interoperable procedures and
operations, to increase air traffic management capacity and efficiency while enhancing
safety;

People-to-people connectivity, through cooperation, collaboration and exchanges
between the academe and business, etc.; and

Addressing challenges of rapid urbanization through the ASEAN Smart Cities Network
(ASCN) initiative.




20. Economic and Other Possible Areas of Cooperation:
South-South Cooperation (including South - South Triangular Cooperation /SSTC)

Trade Facilitation and Logistics Infrastructure and Services
UN Sustainable Development Goals 2030

18. The SDGs targets are in line with those of the ASEAN Community Vision 2025 as well as
the wider EAS vision. This common objective of realizing SDGs under ASEAN Outlook

on the Indo-Pacific will be a major contribution of the region to the global community.

Digital Economy and the facilitation of cross-border data flow

Micro, Small and Medium Enterprises

Science, Technology Research and Development, and Smart Infrastructure
19. Activities to attain the SDGs may include: Climate Change and Disaster Risk Reduction and Management

Active ageing and innovation

o Contributing to achieving the SDGs including through the utilization of digital

economy; . . . . . . -
Deepening economic integration, ensuring financial stability and resilience, as well as

Enhancing complementarities and aligning regional development agenda with the
SDGs, such as the ASEAN Community Vision 2025 and the 2030 UN Agenda for
Sustainable Development.; and

Promoting cooperation with the ASEAN Center for Sustainable Development Studies
and Dialogue and other relevant institutions in the region.

strengthening and promoting trade and investment by supporting the implementation of
the ASEAN Economic Community Blueprint 2025 and other free trade agreements
including the Regional Comprehensive Economic Partnership (RCEP)

Cooperation on preparing for the Fourth Industrial Revolution, including by facilitating
the sharing of experiences and expertise on ways to benefit from, and address
challenges of, the digital revolution.

Development of private sector, including Micro, Small and Medium Enterprises, can
also be further explored to enable their participation in the regional and global value
chains.




V. MECHANISM

21. ASEAN Outlook on the Indo-Pacific provides a guide for ASEAN’s engagement in the
Asia-Pacific and Indian Ocean regions.

22. The Outlook also recognizes the potential for cooperation with other regional mechanisms
in the Asia-Pacific and Indian Ocean regions on issues of common interests through

innovative, inter-disciplinary and complementary approaches based on the relevant
ASEAN:-led mechanisms, such as the EAS.

23. Strategic discussions on this matter and practical cooperative activities can be pursued at
ASEAN-led mechanisms including, among others, the EAS, the ASEAN Plus One

mechanisms, ARF, and ADMM-Plus.

-000-




* AOIP is the initiative to reinforce ASEAN’s leading
role in the conduct of relations with external
partners in the regions.

* ASEAN now has a common approach on the
issues, “ASEAN believes that cooperation under
the Indo-Pacific concept should be based on
inclusiveness and ASEAN Centrality” and “It should
also complement existing frameworks of
cooperation at the regional and subregional levels
and generate tangible and concrete deliverable for
the benefit of the region’s principles”

e RCEP will help ASEAN manage change and
uncertainty in the region, especially as regards the
trade tension between ASEAN’s important trading
partners.



Challenges and
Recommendations

* Untapped international
trade and investment

potentials

* How to create the “Free and
Fair” Trade among Indo-
Pacific region

* Demand Driven Trade Policy:

Reciprocal Demand,
Understand each other, Trust
Building, People to People
Connectivity

Software Connectivity: Trade
Facilitations (TFs), Dialogue
and More Appropriated
Communications, More
Prudent international trade
and investment policies,
coupled with sincerely
foreign relations policies

ASEAN, ASEAN+3, India:
Partners from Sustainable
Development



International and Domestic
Politics and Policies

Identity Bias

Imbalance of Power Misperception
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The Hidden
International

Trade
Potential




Reciprocal
Demand

John Stuart Mill stated the Theory of Reciprocal
Demand in his famous textbook, the principles of
political economy as “The produce of a country
exchanges for the produce of other countries, at
such values as are required in order that the whole
of her exports may exactly pay for the whole of her
imports. This law of International Values is but an
extension of the more general law of Value, which
we called the Equation of Supply and Demand ...
The value of a commodity always so adjusts itself as
to bring the demand to the exact level of the supply.
But all trade, either between nations or individuals,
is an interchange of commodities, in which the
things that they respectively have to sell constitutes
also their means of purchase: the supply brought by
the one constitutes his demand for what is brought
by the other. So that supply and demand are but
another expression for reciprocal demand: and to
say that value will adjust itself so as to equalize
demand with supply, is in fact to say that it will
adjust itself so as to equalize the demand on one
side with the demand on the other (Principles, pp.
592-593).”

* In other words, in
international trade, it is not
supply and demand that
interact, but demand and
demand. That is, a trading
equilibrium is a reciprocal
equilibrium in which one
country’s demand for
another country’s products
(and willingness to pay for
them with its own) matches

with the other country’s

demands for the products of

the first.

* Demand Driven International
Trade and Investment Policies

83



Reciprocal Demand

* In order to promotes an increasing in Thailand and Indo-
Pacific trade as its potential, the demand of each countries is
an important issue we could better learnt. The demand
always consist of the two components, Wants and Ability of
Pay. Although Thailand and ASEAN member states are middle
and low-income developing countries, but with the economic
growth rate of the country in Emerging Economies, the
purchasing ability of the three parties are more likely to
increase successively.

* What we need to learn more is “Wants” or the preferences of
each parties. Hence, People-to-People Connectivity with a
closer Socio-Cultural linkages is the key.




Software Connectivity = Another Important Challenge

» Untapped international trade and investment potential causes by the
remained non-utilized trade agreements as well as hidden Non-Tariff

Measures.

* Exchange rate volatilities as well as the lack of banking and financial
services in the areas also big challenges for trade and investment.

» Seamless institution/software connectivity especially on TFs (such as
customs clearance procedure, immigration procedure, standard and

commencement, etc) and the creation of more appropriate business
environment are most required to unlock these potential.



Trade Facilitations: TF

Table 2.3. NTMs by Type and by Country in ASEAN, 2015

Total SPS TBT Export-related

Country o Others (%)
hailand marks the high ber of T
T alland marks t e Ig est number o Brunei Darussalam 516 31 56 9 4
NTM measures in the ASEAN Cambodia a3 . - - ,
Communlty' Indonesia 638 20 51 12 18
Thailand’s NTMs cover all imported Lao PDR 301 13 30 27 30
items. The numbers for both the simple Malaysia 713 36 47 10 /
average and weighted average methods Myanmar 172 a4 24 20 12
of calculation for NTM Import Coverage Phillppines 854 27 42 17 13
Ratios stand at 100%. Singapore 229 24 29 E /
Thai NTMs are most frequently Viet Nam 379 —37 37 17 8
employed by the Ministry of Public Total/average 5.975 29 23 16 12
Health Ministr Of A riCUlture and ASEAN = Association of Southeast Asian Nations; Lao PDR = Lao People’s Democratic Republic; NTM = non-
, y g

tariff measure; SPS = sanitary and phytosanitary; TBT = technical barriers to trade.

COOperatlveS, MInIStry Of IndUStry’ and Source: Authors’ calculation based on the 2015 ASEAN-ERIA-UNCTAD Database.

Ministry of Commerce, respectively.

NTMs are most frequently used on food
stuffs, vegetable products, and animal
products .




Diagram I: Interlinkges between International Trade to a Sustainable Development

People to People Connectivity:
Education and Socio-Cultural Linkages

|
| international trade and a solid foundation for Integrating Thailand and :
investment policies, regional and local |__Z> Indo-Pacific States into a |
e e e |
| J P development, connect I
I FDI projects and
@ Special Economic @ |
| Zones (Land/Sea). I
I i yeieietetetelelebeteteteleieietetetele : I
I | Sustainable <:_5—_| reduction of poverty @ New Economic
: Development and inequitable , Growth Engine: High- |
I : . . allocation of income ! Quality Export-led- I
I e Domestic Affairs ——————————— : Growth |
|

Source: Adapted from The Research

. . . team from Faculty of Economics,
Stra_te_glc Assistance Progra_ms.of Thalland_ towards _ Chulalongkorn University and
connectivity and poverty reduction in neighboring countries International Institute for Trade and

Development (ITD)




Joint Development Agreement: JDA

* Narrow Definition of JDA: Mainly focus on Gas & Oil Exploration and
Utilization. Temporary arrangement by nature.

* Legal Perspective: UNCLOS Article 74.3, 83.3, 142

* Broader Definition:

 Join Development Agreements in additional to a boundary line (Australia-
Papua New Guinea, China-Vietnam)

* Join Development Agreements in an absence of boundary line (Australia-
Indonesia, Cambodia-Thailand, Cambodia-Vietnam, Malaysia-Thailand,
Malaysia-Vietnam, Joint Fishing Zone in East Asia)



* Creation of a Joint Development Zone Environmental (Curses of Natural

* |dentifications of Resources: Fishery, Tourism, Logistics, Resources), Human Security amd
Environment, Water and Waste Management, etc. Sustainable Development as a

e State Intervention and Creation of Joint Entities: either central Driving Force of Cooperation

government or local government or PPP with SPV

* Revenue Sharing and Management of Natural Resources Fishery and Tourism Cooperation as

* Access to Operations a Starting Point

* Financial Terms and Taxation of Offshore Activities Over.flshmg, LSS TRl
Tourism
* Employment and Training of Personnel

* Health and Safety
UNCLOS (Article 122, 123) as a

Framework for Ocean Good
» Safeguard of Third Party Rights Governance

e Prevention of Pollution and Protection of Marine Environment

* Unitization and Natural Resources Clauses

* With/Without Prejudice Clauses
* Applicable Law and Settlement of Disputes

* Entry into Force and Duration

Adapted from Nong Hong, 2018. Oil and Gas and Beyond: Fields and Models of Joint Management Arrangement in the South China Sea, Network of ASEAN-China Academic Institutes
(NACAI) and Shanghai Forum 2018, 27 May 2018, Fudan University.
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