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Q&A Primer: Asean For Philippine Business

As its fourth Q&A Primer offering, the Philippine Exporters Confederation,
Inc. (PHILEXPORT) is pleased to put recent developments in the
Association of Southeast Asian Nations or ASEAN in the spotlight.

Since ASEAN’s establishment on August 8, 1967 in Bangkok, members
have consistently pursued integration initiatives with the view toward creating
a free trade area for goods, services, people and investments. Partly as a
result, ASEAN so far boasts a combined gross domestic product of almost
US$876 billion, a total trade of about US$850 billion, and over US$25 billion
in foreign direct investments as of 2005 (12th ASEAN Summit Primer).

ASEAN has likewise grown to cover more than 567 million people or
nearly a tenth of the world’s population, living in Indonesia, Malaysia, the
Philippines, Singapore, and Thailand — its five original member countries.
Brunei Darussalam joined on January 8, 1984, Vietnam on July 28, 1995,
Lao PDR and Myanmar on July 23, 1997, and Cambodia on April 30, 1999
(12th ASEAN Summit Primer).

Members have set their sights on a number of collective objectives
embodied in its three pillars, namely, ASEAN Security Community, ASEAN
Economic Community and ASEAN Socio-Cultural Community defined in 2003.

An overarching ASEAN Vision 2020 guides the Action Plans of these
pillars, as shared efforts are ultimately expected to lead to a peaceful,
prosperous, united and stable community of caring societies. The 12th ASEAN
Summit which was hosted by the Philippines in December 2006 in Cebu
adopted this theme.

ASEAN’s profile and progress in its integration program has likewise
attracted other countries to sign trade agreements with it. Updates on
negotiations with Korea, Japan, China, India, Australia and New Zealand are
available in the Primer.

The Primer not only talks about the regional relevance of ASEAN
developments. More importantly, it traces how the developments have positively
affected the Philippines’ small and medium enterprises and business in general
as the private sector gets more and more involved in ASEAN discussions.

PHILEXPORT hopes this Primer can modestly contribute to the growing
global appreciation of the ASEAN Community.

October 2007

FOREWORD
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I. What is the relevance of ASEAN to Philippine SMEs?1

The Bangkok Declaration, which established the Association of
Southeast Asian Nations (ASEAN) in 1967, stated that the purpose of the
Association is, among others, “to accelerate the economic growth… in the
region through joint endeavors in the spirit of equality and partnership”,
through regional cooperation and integration.

To small and medium enterprises (SMEs), this translates to a regional
economic integration that significantly improves the productivity and
competitiveness of regional industries and sectors, the attraction of ASEAN
to external suppliers and investors, and hence the inclusive development,
dynamism and poverty reduct ion of the regional economies (T.
Wattanapruttipaisan, 2006).

An important milestone in achieving ASEAN economic integration is
the 1992 adoption of the Framework Agreement on Enhancing ASEAN
Economic Cooperation. The Agreement launched the ASEAN Free Trade
Area (AFTA) and the Common Effective Preferential Tariff Scheme as the
main mechanism for AFTA, all geared towards the creation of a single
market.

As a single market, there would be no barrier, tariff and non-tariff, to
the flow of goods and services within the community and across the 10
countries (Reyes, 2004), largely providing the environment for increased
market access for SMEs.

Already, the full implementation of the customs Green Lane system for
products covered by the AFTA, electronic processing of trade documents,
harmonization of standards, implementation of Mutual Recognition
Agreements, no visa entry and exit, and removal of all other non-tariff and
technical barriers, greatly facilitate free movement of goods and people.

This means that SME entrepreneurs in search of business opportunities
can set up and conduct their business anywhere in ASEAN as if they were
just in one country.

II. The ASEAN Community

• What is the significance of the Cebu Declaration on the
Acceleration of the Establishment of an ASEAN Community
by 2015?
The Cebu Declaration affirms the united stand among ASEAN
members to pursue their agreement towards integration by 2015,
with opportunities for flexibilities and dialogues to better manage

1 During the 39th Meeting of the ASEAN Economic Ministers (AEM) and Related Meeting held in Manila, Philippines from
19-27 August 2007, one of the significant outcomes was the endorsement given by the Economic Ministers to the AEC
Blueprint and Strategic Schedule. Both documents shall be attached to the Declaration on the AEC which shall be signed
by the Leaders during the 13th ASEAN Summit to be held in November of this year in Singapore.
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regional changes and developments. This direction is consistent
with the ASEAN 2020 vision to make ASEAN a single production
base with free flow of goods, services, investments, capital and skilled
labor.

Note that the ASEAN Community rests on three pillars:
1. ASEAN Economic Community (AEC) – The AEC is the realization of

the end-goal of economic integration as outlined in the ASEAN Vision
2020, to create a stable, prosperous and highly competitive ASEAN
economic region in which there is a free flow of goods, services,
investment and a freer flow of capital, equitable economic development
and reduced poverty and socio-economic disparities in year 2020.

It is based on a convergence of interests among ASEAN members to
deepen and broaden economic integration efforts through existing
and new initiatives with clear timelines.

The AEC shall establish ASEAN as a single market and production
base, turning the diversity that characterizes the region into
opportunities for business complementation making the ASEAN a
more dynamic and stronger segment of the global supply chain.
ASEAN’s strategy shall consist of the integration of ASEAN and
enhancing ASEAN’s economic competitiveness. In moving towards
the ASEAN Economic Community, ASEAN shall, inter alia, institute
new mechanisms and measures to strengthen the implementation
of its existing economic initiatives including the ASEAN Free Trade
Area (AFTA), ASEAN Framework Agreement on Services (AFAS)
and ASEAN Investment Area (AIA); accelerate regional integration
in the priority sectors; facilitate movement of business persons, skilled
labour and talents; and strengthen the institutional mechanisms of
ASEAN, including the improvement of the existing ASEAN Dispute
Settlement Mechanism to ensure expeditious and legally binding
resolution of any economic disputes.

The Strategic Schedule for the AEC contains specific timelines for
achieving the four aforementioned characteristics, i.e. single market
and single production base; a highly competitive economic region; a
region of equitable economic development; and region fully integrated
into the global economy, by employing various strategic approaches.
(Unfortunately, as the document is still considered classified, the
Strategic Schedule cannot be described in detail as of this moment.)

2. ASEAN Security Community (ASC) - The realisation of an ASC would
ensure that countries in the region live at peace with one another and
with the world at large in a just, democratic and harmonious
environment. The ASC would be based on shared norms and rules of
good conduct in inter-state relations; effective conflict prevention and
resolution mechanisms; and post-conflict peace building activities.

The ASC promotes an ASEAN-wide political and security cooperation
in consonance with the ASEAN Vision 2020 rather than a defence
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pact, military alliance or a joint foreign policy. The ASC Plan of Action
is mutually-reinforcing with bilateral cooperation between ASEAN
Member Countries while recognising the sovereign rights of the
Member Countries to pursue their individual foreign policies and
defence arrangements. The Plan of Action is being pursued along
five strategic thrusts, namely: political development, shaping and
sharing of norms, conflict prevention, conflict resolution, and post-
conflict peace building.  Practical areas of cooperation cover judicial
cooperation; strengthening political solidarity among ASEAN
countries through the harmonization of views, coordination of
positions and, where possible and desirable, taking common action
on specific regional and global issues (12th ASEAN Summit Primer).

In addressing future security challenges, ASEAN Member Countries
share the responsibility for strengthening peace, stability and security
of the region free from foreign military interference in any form or
manifestation (ASEAN web site).

3. ASEAN Socio-Cultural Community (ASCC) - reflects ASEAN’s social
agenda that is focused on poverty eradication and human
development. It is linked inextricably with the economic and security
pillars of the ASEAN Community.

The ASCC will evolve amidst profound changes that are taking place
in ASEAN’s social landscape. These include: (i) the rise of
consumerism and lifestyle changes resulting from rapid economic
growth; (ii) increased personal mobility resulting from advances in
infrastructure and more open regimes; (iii) transformation of the family
roles and structures, with implications on the care of children and the
elderly; (iv) the potential of information technology to enhance the
speed and quality of learning and development of human skills, thus
narrowing the digital divide; (v) the rapid pace of urbanisation and its
impact on employment and the delivery of basic services; (vi)  shifts
in the labour market resulting from economic integration; and (vii)
unsustainable exploitation of natural resources in the process of
meeting developmental needs.

This ASCC Plan of Action (PoA) will have four core elements:
· Building a community of caring societies to address issues of

poverty, equity and human development;
· Managing the social impact of economic integration by building

a competitive human resource base and adequate systems of
social protection;

· Enhancing environmental sustainabil ity and sound
environmental governance; and

· Strengthening the foundations of regional social cohesion
towards an ASEAN Community in 2020.

Examples of projects in this area are: Program to Promote Environmental
Sustainability in ASEAN Cities; Project on Restoration of Degraded
Forest Ecosystem; Youth Exchange Project; Extension of Assistance to
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ASEAN Nationals in Crisis Situation; among many others (12th

ASEAN Summit Primer).

• What are the implications of the creation of an ASEAN
Community to the Philippines, ASEAN, and the rest of the
world?
As mentioned, under the ASEAN Economic Community, ASEAN
will become a single market and production base. Tariffs will be
eliminated and non-tariff barriers gradually phased out. There
will also be free movement of professionals. ASEAN businessmen
will be allowed to invest in sectors formerly closed to foreigners.
Customs clearance procedures wi l l  be streamlined and
harmonized with the ASEAN Single Window.

A McKinsey & Company study estimated that with economic
integration, production costs in ASEAN for consumer goods may
be cut by up to 20 percent. The region will have a more level-
playing field as applicable international standards and practices
are followed, and policies on intellectual property rights and
competition are put in place. In addition, regional infrastructure
will be more developed with the expansion as well as integration
of transportation, telecommunications and energy linkages. The
private sector will also be actively engaged throughout the
integration process.

A strong and vibrant ASEAN Economic Community will make
ASEAN — already an US$880-billion economy — even more
attractive to traders and investors.

Being a member of ASEAN, the Philippines has a direct stake in
the creation of an ASEAN Community, ranging in benefits from
intra-regional trade and economic progress to political stability.

• The ASEAN Heads of State/Government made a commitment
to establish an ASEAN Charter through the Cebu Declaration
on the Blueprint of the ASEAN Charter during the 12th ASEAN
Summit.  What are the benefits of having an ASEAN Charter?

An ASEAN Charter hopes to:
1. Strengthen and reinforce further the existing institutions of ASEAN

by providing ASEAN with a legal personality and an efficient
structure which will facilitate the attainment of community
objectives;

2. Be the codification of ASEAN principles, norms and values;
3. Serve as the constitution of ASEAN and provide ASEAN a rules-

based legally-binding operating environment; and
4. Be a treaty that serves as the foundation to further develop the

ASEAN Community beyond 2015.
Meanwhile, the AEC Blueprint is a document that allows ASEAN
to create a policy environment conducive to business, yet flexible
to allow adjustments to the vagaries of the global economy and
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political landscape. The AEC Blueprint intends to establish ASEAN
as a single market and production base, accelerate regional
integration through the  priority sectors, facilitate the movement of
business persons, skilled labor and talents, and strengthen the
institutional mechanism of ASEAN. Furthermore, the AEC Blueprint
is envisioned to narrow the development gap and hasten the
integration of Cambodia, Laos, Myanmar and Vietnam (CLMV)
with the ASEAN 6 (Brunei, Indonesia, Malaysia, Singapore,
Thailand and the Philippines).

The following characteristics are envisioned for the AEC:
1. A single market and single production base;
2. A highly competitive economic region;
3. A region of equitable economic development; and
4. A region fully integrated into the global economy

A. ASEAN Economic Community

1) Goods
 a) Priority Integration Sectors2

• What are the 12 priority sectors for economic integration under
the ASEAN Framework Agreement for the Integration of
Priority Sectors?

2 President Gloria Macapagal Arroyo signed the Instruments of Ratification for the ASEAN Framework (Amendment) Agreement
for the Integration of Priority Sectors and the ASEAN Sectoral Integration (Amendment) Protocol for Priority Integration
Sectors on 1 August 2007.
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• Around how many products and services are included under
the twelve priority sectors?
The first phase covers 4,273 lines, the second 242 lines (29 agro-
based, 75 electronics, 138 healthcare).

• What are the implications of the ASEAN Framework (Amendment)
Agreement for the Integration of Priority Sectors and the ASEAN
Sectoral Integration (Amendment) Protocol for the Integration of
the Priority Sectors on the integration process of priority sectors?
With the signing of the ASEAN Framework (Amendment) Agreement
for the Integration of the Priority Sectors and the ASEAN Sectoral
Integration (Amendment) Protocol for the Integration of the Priority
Sectors on December 8, 2006 in Cebu, Philippines, the ASEAN
Economic Ministers launched Phase 2 of the priority sectors for
integration initiative. With closer regional economic integration, doing
business in ASEAN will become more efficient.

• What elements are included in the revised roadmaps of the priority
sectors as a result of the signing of the above Agreements?
The roadmaps anticipate the elimination of tariffs on some 4,000
products, well before the full implementation of the AFTA which is
scheduled for 2010 for the six original members. They also include:
measures to harmonize product standards and customs regulations
and to eliminate non-tariff measures such as licensing restrictions
that impede trade; private sector involvement; and measures for the
economic integration of the respective priority sector and
implementing agency and timelines for implementation.

• How soon will the revisions in the roadmaps be implemented?
The revisions were to have been implemented in January 2007, the
latest in March, but the ASEAN-member countries were not able to
complete their domestic procedures. Implementation will then vary
depending on the readiness of each country. For the Philippines,
Executive Order 617 (Modifying the Rates of Duty on Certain Imported
Articles As Provided for Under the Tariff and Customs Code of 1978,
As Amended, In Order to Implement the Commitment to Reduce the
Common Effective Preferential Tariff Rates of Certain Products to
Zero Percent Under the ASEAN Framework Agreement for the
Integration of Priority Sectors) has been signed and will be
implemented immediately after publication in a national paper or in
the Official Gazette.

• How are we preparing affected Philippine industries towards these
developments?
To enable local industries to benefit from these developments, there
should be:

(1) Greater investment in research and development efforts;

(2) More aggressive overseas marketing, including participation in export
development missions and fairs, and the sponsorship of high-level
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missions meant to establish strategic business alliances with foreign
partners;

(3) Strengthening of educational institutions to ensure that the need for
more professionals with the requisite skills needed by industry is met;

(4) Full understanding of and capacity to deliver customer requirements;

(5) Strong relationships across the supply chain because of the technology
provided;

(6)  Cultivation of values commonly expected from local professionals,
namely honesty, professionalism, loyalty, integrity, commitment, and
learning.

b) Rules of Origin

• What are Rules of Origin (ROO)?
The ROO determines originating goods for which preferential tariff
treatment will be accorded. In effect, ROO determines the “nationality” of
a product to ensure that only products of ASEAN origin enjoy the tariff
preference negotiated under the Agreement and for purposes of
reporting and of applying trade policy measures such as tariffs, safeguard
action, anti-dumping duties and the like.

However, some may view ROOs as trade barriers, since they cause
extra costs in production and management.
· Producers/exporters need to pay costs for calculating production

costs and producing bookkeeping related documents.
· Extra costs will also be incurred in complying with technical and

specific process and regional value contents as specified in the
ROO protocol, and these costs will be added to the prices of export
goods (Koskinen (1983) and Herin (1986); and

· Result is low utilization of preferential tariff treatments (Rules of
Origin in Free Trade Agreements, InkyoCHEONG, JungranCHO,
www.FTAinfo.net/enginkyo, 2007).

• What ROO are used for products under the priority integration
sectors?
As a rule, products are considered originating from ASEAN when they
are wholly obtained or produced within an ASEAN country or when
they comply with the 40% local/ASEAN content rule.

However, because of the difficulty among ASEAN countries to satisfy
this rule with most of their materials imported outside the region, the
change of tariff classification (CTC) is prescribed as an alternate and
co-equal to the value-added of 40%. But the CTC depends on the
individual tariff line, under which the following guidelines are observed:
change in Chapter classification; change in tariff heading; and change
in tariff subheading.

Primer_ASEANBusiness_FApmd.pmd 11/17/2007, 8:22 PM11
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• How can exporters and manufacturers meet the origin criteria in
order to be eligible for the Common Effective Preferential Tariff (CEPT)
rate?

Exporters can satisfy the ROO criteria if they comply with the formula below:

The formula for 40% ASEAN Content is as follows:

Value of Imported + Value of
Non-ASEAN Materials, Undetermined Origin
Parts or Produce Materials, Parts or Produce
_______________________________________________X 100% d” 60%

                   FOB Price (ASEAN web site)

They will then apply with the Bureau of Customs (BOC) using
Form D and, if the product/s indeed qualifies under the ROO, the
BOC signs this document which will be included in the papers to
be sent to the port of destination.

• Describe the ROO utilization rate so far.
Although the quality of FTAs can be evaluated with several criteria,
the most important component will be the degree of market access.
Market access is determined with coverage of tariff elimination,
the improvement of non-tariff barriers (NTBs), simplicity of ROO,
harmonization of trade rules, and so on. While some of these
elements such as NTBs, harmonization of trade rules are not easily
measured quantitatively, coverage of tariff elimination and
simplicity of ROO are quantitatively measurable.

Utilization rates are in the 5% to 10% range for the late 1990s for
the Philippines, the country with the highest preference utilization
rate (Baldwin 2006). Baldwin argues that this is because the bulk
of intra-ASEAN trade is in the computer/machinery (HS-84) and
electrical equipment (HS-85) sectors where preferential access
market is negligible. However, the use of a value content (VC)
criterion could also contribute to this low rate of utilization of
preferences even if at first sight meeting this requirement would
not appear to be too difficult since most parts are indeed produced
in the region. However, the very high import content of exports for
the Asia region suggest that AFTA utilization rates could be low
under the present VC limit Rules of Origin for Preferential Trading
Arrangements (Implications for the ASEAN Free Trade Area of
EU and U.S. Experience, Olivier Cadot, Jaime de Melo, Alberto
Portugal-Perez).

But while Philippine ROO utilization is only at about 7%, this is
still higher than other ASEAN countries which is at most 3%.

2) Services
• What is the ASEAN Framework Agreement on Services (AFAS)?
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The AFAS affirmed during the Singapore Declaration of 1992 that
ASEAN Member States shall extend to one another preference in
trade in services.  It aims to:
a. Enhance cooperation in services amongst Member States in order

to improve the efficiency and competitiveness, diversify production
capacity and supply and distribution of services of their service
suppliers within and outside ASEAN;

b. Progressively eliminate substantially all restrictions to trade in
services amongst Member States; and

c.    Liberalize trade in services by expanding the depth and scope of
liberalization beyond those undertaken by Member States under
the General Agreement on Trade in Services (GATS) with the aim
to realizing a free trade area in services.

• What services sectors were offered by the Philippines under the
Protocol to Implement the Fifth Package of Commitments under the
AFAS?
The following sectors were offered by the Philippines under this Protocol,
subject to limitations on market access and national treatment:
1.  Business Services

a. Professional Services
b. Auditing Services - covers financial auditing and accounting

review
c. Taxation Services
d. Architectural Services
e. Landscape Architectural Services
f. Environmental (Urban Planning) Planning Services
g. Engineering Services: Civil, Electrical, Geodetic, Mechanical,

Metallurgical, Mining
h. Interior Design Services
i. Geology

2. Computer and Related Services
a. Consultancy services related to the installation of computer

hardware
b.  Software implementation services
c. Data processing services, data base and other services
d. Rental/Leasing services without operators

3.  Communication Services
a.  Postal services
b. Courier services

4. Telecommunication Services – offered on a facilities basis, for public
use, using either wired or wireless technology except cable television
a. Voice telephone services: Local services, Toll services,

Domestic, International
b. Packet-switched data transmission services
c. Circuit-switched data transmission services
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d. Telex services
e. Telegraph services
f. Facsimile services
g. Private Leased Circuit Services
h. Cellular Mobile Telephone Service
i. Satellite services
j. Data and message transmission services
k. Data network services
l. Electronic message and information services
m. Value-added services, i.e. electronic mail; facsimile service

code and protocol   conversion and on-line information and/
or data processing; voice mail; on-line information and
database retrieval and electronic data exchange

n. Paging Services

5. Construction and Related Engineering Services
a. General construction work for buildings (CPC 512)
b. General construction work for civil engineering (CPC 513)
c. Installation and assembly work
d. Building completion and finishing work (CPC 517)
e. Others

6.  Distribution Services

7. Environmental Services

8. Health-related and other Social Services
a. Hospital Services
b.  Others: laboratory

9. Tourism and Travel-related Services
a. Hotel, resort, pension houses, tourist inns, apartelles, lodging

services
b. Meal Serving Services with Full Restaurant Service
c.  Beverage Serving Services for consumption on the premises
d. Travel Agencies and Tour Operator
e. Professional Congress Organizers

10. Transport Services
a. Maritime Transport Services
b. Rail Transport Services
c. Road Transport Services
d. Pipeline Transport Services
e. Services auxiliary to all modes of transport: Cargo handling

services; storage and warehousing services; freight transport
agency services; international freight forwarding by sea;
domestic freight forwarding by sea

• When will these sectors be liberalized?
The countries undertake to complete their internal procedures for the
entry into force of the Agreement prior to July 1, 2007.
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• What are the other obligations under the Fifth Package of
Commitments under AFAS?
Under AFAS, member countries that are World Trade Organization
(WTO) members shall continue to extend their specific commitments
under the GATS to ASEAN member countries that are non-WTO
Members.

• Under the ASEAN Mutual Recognition Arrangement (MRA) on
Nursing Services, how can a Filipino nurse be registered and/or
licensed to practice nursing in an ASEAN country?
A foreign nurse may apply for registration or license in a host country
and be allowed to practice nursing in accordance with the laws and
regulations of the host country concerned if he/she has:

a. Passed a nursing qualification/course;

b. Possesses a valid professional registration and/or license from the
Country of Origin and a current practicing license or certificate or
any relevant certifying documents;

c. Minimum practical nursing experience of not less than three
continuous years prior to the application;

d. Complied with satisfactory continuing professional development
in accordance with the Policy on Continuing Professional
Development in nursing as may be mandated by the Nursing
Regulatory Authority (NRA) of the Country of Origin;

e.  Certification from the NRA of the Country of Origin of no record or
pending investigation of having violated any technical, professional
or ethical standards, local and international, for the practice of
nursing; and

f. Completed other requirements such as submission of a personal
medical examination or undergo an induction program or a
competency assessment, as may be imposed on any such
application for registration and/or license as deemed fit by the NRA
or any other relevant authority or the Government of the Host
Country concerned.

• How will the ASEAN MRA on Nursing be implemented? When will
MRA on Nursing Services take effect?
The MRA on Nursing Services provides for the establishment of an
ASEAN Joint Coordinating Committee on Nursing comprising
representatives from the NRA and/or appropriate Government Agency
of the participating ASEAN Member Countries to meet regularly to:
· facilitate the implementation of this MRA;
· seek greater understanding of existing policies, procedures and

practices, to develop and promote strategies to manage the
implementation of this MRA;

· encourage the adoption and harmonization of standards and
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procedures in the implementation of this MRA through the
mechanisms available;

· update changes or developments in the relevant prevailing laws,
regulations and practices of each Host Country;

· continue mutual monitoring and information exchange;
· serve as an avenue to resolve amicably any disputes or issues

arising out of the implementation of this MRA that is forwarded to it
by any NRA of the participating ASEAN Member Country;

· discuss the development of capacity building programs; and
· discuss other matters related to this MRA.

The ASEAN Joint Coordinating Committee on Nursing shall
formulate the mechanism to carry out its mandate.

• Are there other MRAs in ASEAN?
Yes, there are also the MRA on Engineering Services and Standards.

1. MRA on Engineering Services
This MRA aims to facilitate mobility of engineering services professionals;
and exchange information in order to promote adoption of best practices
on standards and qualifications.

The Agreement provides for the establishment of a Professional
Regulatory Authority, Monitoring Committee and ASEAN Chartered
Professional Engineering Coordinating Committee, objectives of which
are contained in Article 4 of the ASEAN Mutual Recognition Arrangement
on Engineering Services, Kuala Lumpur, December 9, 2005.

2. MRA on standards
Conformity Assessment of products or services generates results that
determine their marketability. A supplier may not be able to sell a product
or service because the results of a conformity assessment process such
as testing and certification are not accepted by the prospective buyer or
by regulatory authorities in the target market. This does not necessarily
mean that the product or services has failed to meet a certain standard.

Thus, more than standards themselves, it is often the duplicative testing
procedures arising from different systems of conformity assessment in
various countries have become serious barriers to trade.

Recognizing the contribution of these two “pillars” to facilitate and
liberalize trade and investment in the region, ASEAN through the ASEAN
Consultative Committee on Standards and Quality (ACCSQ) has
endeavored to harmonize national standards with international
standards and implement mutual recognition arrangements on
conformity assessment to achieve its end-goal of “One Standard, One
Test, Accepted Everywhere”. 

All Member Countries have accomplished the harmonization of
standards for the 20 priority products and 81 standards for Safety and
EMC. New areas for harmonization are currently being identified.
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Priority for harmonization will be given to those standards used in
technical regulations in Member Countries.
Work on Mutual Recognition Arrangements (MRAs) has been
accelerated. Mutual Recognition Arrangement for Electrical and
Electronic was signed by the ASEAN Economic Ministers on 5 April
2002 in Bangkok, Thailand. To date, ten member countries have notified
their participation either in acceptance of test report and/or product
certification. Member countries have also agreed to work toward
harmonization of regulatory regimes in electrical and electronic sector
by 2010.

   
The Agreement on ASEAN Harmonized Cosmetic Regulatory Scheme
was signed by the ASEAN Economic Ministers on 2 September 2003 in
Phnom Penh.  The first part of the Agreement is an MRA under which
signatories are to recognize the product registration approval of any
signatory in accordance with agreed rules and procedures. The second
part is the ASEAN Cosmetic Directive, which lays down the requirements
for cosmetic products to comply with all signatory countries.

For Pharmaceuticals, efforts to develop harmonization schemes of
pharmaceutical regulations in ASEAN to facilitate trade in
pharmaceuticals continued. An ASEAN Common Technical Dossiers
(ATCD), covering administrative data, quality, safety and efficacy and
an ASEAN Common Technical Requirements (ATCRs), covering
quality, safety and efficacy have been developed.  The ACTD is the part
of marketing authorization application dossier that is common to all
ASEAN member countries while the ATCR is the set of written materials,
intended to guide applicant(s) to prepare application dossiers in a way
that is consistent with the expectations of all ASEAN Drug Regulatory
Authorities. Series of guidelines for the implementation of the ATCR are
being finalized.

The ASEAN Standards and Quality Bulletin is regularly published with
a view to ensure dissemination of information and promote transparency
on standards, technical regulations and conformity assessment
procedures in ASEAN member countries.

3) Investment

• How is the acceleration process for the Framework Agreement on
the ASEAN Investment Area (AIA) being undertaken?
The acceleration process is being undertaken through The Statement
of Bold Measures issued in December 1998 containing concrete
measures further liberalizing and integrating ASEAN economies. It
involves an acceleration of the establishment of the AIA including the
provision of special incentives and privileges to qualified foreign
investors for a limited period. To further encourage investment, the
leaders agreed to waive the 30% national equity requirement for firms
wishing to take advantage of the ASEAN Industrial Cooperation Scheme
or AICO.
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Under this, ASEAN investors may also invest in the manufacturing
sector of any member country. Non-ASEAN investors may also invest
in the manufacturing sector and enjoy special privileges which include
income tax exemption, full foreign equity ownership, duty-free imports
of capital goods, domestic market access, and at least 30-year long-
term lease for industrial land. They may also hire foreign personnel
and enjoy speedy customs clearance. These privileges stay for the
life of the investment and in addition to incentives each ASEAN
country already offers to foreign investors.

During the 39th Meeting of the ASEAN Economic Ministers held in
Manila from 19-27 August 2007, the Economic Ministers agreed to
revise the Framework Agreement on the ASEAN Investment Area
(AIA) into a more comprehensive investment agreement. The
Framework Agreement on the ASEAN Investment Area (AIA) shall
be combined with the ASEAN Agreement on the Promotion and
Protection of Investments into a single document, the ASEAN
Comprehensive Investment Agreement (ACIA).

There was likewise an agreement to complete the ACIA for signing
by the 11th AIA Council Meeting in Singapore in August 2008.

The key features of ACIA are:
· comprehensive investment liberalization and protection

provisions;
· clear timelines for investment liberalization in line with the ASEAN

Economic Community;
· benefits extended to foreign-owned ASEAN-based investors;
· preservation of AIA preferential treatment; and
· a more liberal, facilitative, transparent and competitive

investment environment.

• What is the timeframe for further liberalization of investments under
the AIA?
The AIA extends national treatment to ASEAN investors in the
manufacturing sector beginning 2003 (by ASEAN-6 and Myanmar)
and the new members by 2010; and involves opening up of all industries
to ASEAN investors by 2010 (ASEAN-6) and the new members by
2015.

At the AIA Council meeting in August 2007, officials recommended the
redrafting of the AIA Agreement to make it “friendlier” to ASEAN investors
and to align it with the FTAs that ASEAN is negotiating with other parties.”

B.   ASEAN Security Community

• What are the elements of the ASEAN Security Community in relation
to the ASEAN Community?
The ASEAN Security Community includes the following elements:
norms-setting, conflict prevention, approaches to conflict resolution
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and post-conflict peace building.
It is envisaged to bring ASEAN’s political and security cooperation to a
higher plane to ensure that countries in the region live at peace with one
another and with the world at large in a just, democratic and harmonious
environment. The ASEAN Political Security Community members shall
rely exclusively on peaceful processes in the settlement of intra-regional
differences and regard their security as fundamentally linked to one
another and bound by geographic location, common vision and
objectives.

Recognizing the sovereign right of the member countries to pursue
their individual foreign policies and defense arrangements and taking
into account the strong interconnections among political, economic and
social realities, the ASEAN Political Security Community subscribes to
the principle of comprehensive security as having broad political,
economic, social and cultural aspects in consonance with the ASEAN
Vision 2020 rather than to a defense pact, military alliance or a joint
foreign policy.

C.  ASEAN Socio-Cultural Community

• What are the elements of the ASEAN Socio-Cultural Community in
relation to the ASEAN Community?
The ASEAN Socio-Cultural Community promotes a community of
caring societies and fosters regional identity.

Under this pillar, ASEAN shall:
a. Ensure that its work force shall be prepared for and benefit from

economic integration by investing more resources for basic and
higher education, training, science and technology development,
job creation, and social protection. The development and
enhancement of human resources is a key strategy for
employment generation, alleviating poverty and socio-economic
disparities, and ensuring economic growth with equity. ASEAN
shall continue existing efforts to promote regional mobility and
mutual recognition of professional credentials, talents, and skills
development.

b. Further intensify cooperation in the area of public health, including
in the prevention and control of infectious diseases, such as HIV/
AIDS and SARS, and support joint regional actions to increase
access to affordable medicines.

c. Nurture talent and promote interaction among ASEAN scholars,
writers, artists and media practitioners to help preserve and
promote ASEAN’s diverse cultural heritage while fostering
regional identity as well as cultivating people’s awareness of
ASEAN; and

d. Intensify cooperation in addressing problems associated with
population growth, unemployment, environmental degradation
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and trans-boundary pollution as well as disaster management in
the region to enable individual members to fully realize their
development potentials and to enhance the mutual ASEAN spirit.

III.  ASEAN External Relations

Describe the framework and strategy behind ASEAN’s external
relations.

ASEAN’s external relations took a strong footing in 1976, more than a
decade after the formation of ASEAN in August 1967.  In the first ten years
of its existence, ASEAN was preoccupied with building the new association,
fostering mutual confidence and keeping the region from being an arena
of Cold War conflict.  The aim was to create national and regional resilience
so that economic and national development could be pursued by the newly
independent ASEAN countries to improve the livelihood of their people.

ASEAN’s initially cautious outlook on external relationships is
understandable, given the circumstances of its birth. The founding members
had a history of disputes with one another, and their principal concern was
learning to overcome their differences and to trust the workings of group
dialogue and cooperation. Beyond their countries they saw a region and a
world community fatefully divided by ideology and the Cold War.

The key goals of ASEAN’s external relations then were three-folds —
secure technical assistant for regional cooperation projects; promote trade
and economic relations; and strengthen political relations with third
countries and regional groupings.  Given these parameters, ASEAN’s first
wave of Dialogue Partners included the European Union, Japan and the
United States which were ASEAN’s major trading partners. 

Changing Strategic Landscape in ASEAN
As ASEAN progressed and became more confident as a regional

organization, it expanded its membership to include Brunei Darussalam,
Viet Nam, Laos, Myanmar and Cambodia by the turn of the last century
fulfilling the desire of its founding fathers to have an ASEAN embracing all
the countries of Southeast Asia.  At the same time, ASEAN admitted India,
China and Russia as dialogue partners in a strategic move to secure the
peace and security of the region in the Post Cold War era whether multi-
polarity became the new reality of politics. 

Given its efforts to foster peace and prosperity in the region through
intra-regional cooperation and external relations, ASEAN earned
international recognition as a force of peace, stability and moderation. 
The international community looked upon ASEAN as an anchor for the
stability of the Asia Pacific region given its innovative style in engaging the
major players of the world in active dialogue and cooperation through the
ASEAN Regional Forum (ARF) as well as the other regional mechanisms
that ASEAN helped to create and drive such as the ASEAN Plus Three
process, Asia Pacific Economic Cooperation (APEC), Asia-Europe Meeting
(ASEM), and ASEAN Cooperation Dialogue (ACD).
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Changing External Relations Strategy
Over the last twenty five years, the external relations strategy has

undergone a shift reflecting the new interests of ASEAN and the dynamic
regional and international environment.

First, the relationship between ASEAN and its dialogue partners was put
on an equal footing instead of a donor-client relationship where the dialogue
partner had the upper-hand on cooperation activities.  Cooperation is now
based on joint decisions and joint planning and implementation of cooperation
activities.  Increasingly, ASEAN and its dialogue partners are using cost-sharing
approaches in implementing projects with due consideration being given to the
new ASEAN member countries.  Development cooperation is more focused on
larger programmes of mutual benefit and which would have greater impact on
the development of the region and on the dialogue relations.

Second, while economic imperatives continue to dictate external relations,
the focus has shifted to gaining greater market access for ASEAN exports;
securing more investments; cooperation in facilitating trade in services;
promoting tourism; and assisting ASEAN in narrowing the development gaps
to expedite regional integration. 

The strengthening of economic linkages is reflected by the number of
comprehensive economic partnerships (CEPs) that ASEAN has entered into
with its dialogue partners.  China, India, and Japan have concluded CEPS with
ASEAN and are working towards free trade areas (FTAs) in a decade or more,
which will cover not only trade in goods but also trade in services, investments
and eradicating non-tariff barriers.  The US, EU, Australia and New Zealand
are also working with ASEAN on closer economic linkages (ASEAN’s Strategy
Towards Its Dialogue Partners and ASEAN Plus Three Process, S.
Pushpanathan, November 2003)

A.  ASEAN-China

1) What is the Framework Agreement on Comprehensive Economic
Co-Operation between ASEAN and the People’s Republic of China?
The Framework Agreement, which contains a preamble and 16 Articles,
provides the legal instrument for enhancing the ASEAN-China
economic, trade and investment relations from the short to the long
term.  It will serve as the fulcrum for establishing the free trade area
(FTA) by year 2010 for the six original ASEAN states (Brunei, Indonesia,
Malaysia, the Philippines, Singapore and Thailand), and 2015 for
less-developed ASEAN members (Cambodia, Laos, Myanmar and
Vietnam).

2) What are the measures covered under the Comprehensive
Economic Co-Operation?
The Parties agree to negotiate expeditiously to establish an ASEAN-
China FTA within 10 years and to strengthen and enhance economic
cooperation through the following:

a. Progressive elimination of tariffs and non-tariff barriers in
substantially all trade in goods;
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b. Progressive liberalization of trade in services with substantial
sectoral coverage;

c. Establishment of an open and competitive investment regime
that facilitates and promotes investment within the ASEAN-China
FTA;

d. Provision of special and differential treatment and flexibility to
the newer ASEAN Member States;

e. Provision of flexibility to the Parties in the ASEAN-China FTA
negotiations to address their sensitive areas in the goods,
services and investment sectors with such flexibility to be
negotiated and mutually agreed based on the principle of
reciprocity and mutual benefits;

f. Establishment of effective trade and investment facilitation
measures, including, but not limited to, simplification of customs
procedures and development of mutual recognition
arrangements;

g. Expansion of economic cooperation in areas as may be mutually
agreed upon between the Parties that will complement the
deepening of trade and investment links and formulation of
action plans and programs to implement the agreed sectors/
areas of cooperation; and

h. Establishment of appropriate mechanisms for the purposes of
effective implementation of this Agreement.

3) What is the timeframe for the ASEAN-China FTA?
For the Trade in Goods (TIG) Agreement, negotiations commenced
in 2003; the TIG Agreement itself entered into force in mid-2005 in
order to establish the FTA for trade in goods by 2010 for China and
ASEAN-6 and by 2015 for newer ASEAN member states.

The Trade in Services (TIS) Agreement was signed on the occasion
of the 12th ASEAN Summit in Mactan, Cebu in January 2007 and
entered into force in mid-2007.  The Investment Agreement is still
being negotiated as of this writing.

The Protocol to Amend Framework Agreement Implementing the
Early Harvest Program starting January 1, 2004 was signed by all
ASEAN Member Countries, except the Philippines, on October 2003.

The Philippines joined the Early Harvest Program by signing the
Second Protocol to Amend Framework Agreement on December 2006.

4) What is the Agreement on Trade in Services of the Framework
Agreement on Comprehensive Economic Co-operation between
ASEAN and China (TIS Agreement) and when will it enter into
force?
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With a view to expediting the expansion of trade in services, the
Parties agree to enter into negotiations to progressively liberalize
trade in services with substantial sectoral coverage. Such
negotiations shall be directed to:

a. Progressive elimination of substantially all discrimination
between or among the Parties and/or prohibition of new or more
discriminatory measures with respect to trade in services
between the Parties, except for measures permitted under Article
V(1)(b) of the WTO General Agreement on Trade in Services
(GATS);

b. Expansion in the depth and scope of liberalization of trade in
services beyond those undertaken by ASEAN Member States
and China under the GATS; and

c. Enhanced cooperation in services between the Parties to
improve efficiency and competitiveness, as well as to diversify
the supply and distribution of services of the respective service
suppliers of the Parties.3

5) What is the relation of the AFAS with the TIS Agreement?
AFAS hopes to complement liberalization of tariffs under the ASEAN
Free Trade Area and strengthen ASEAN’s services sector in
expanding global market for services.

Meanwhile, the TIS Agreement aims to expand trade in services in
the ASEAN-China region. Under the agreement, services and service
suppliers/providers in the region will enjoy improved market access
and national treatment in sectors/subsectors where commitments
have been made.

6) What are the obligations and disciplines under the TIS Agreement?
These include: Transparency; Disclosure of Confidential Information;
Domestic Regulation; Recognition; Monopolies and Exclusive
Service Suppliers; Business Practices; Safeguards; Payments and
Transfers; Restrictions to Safeguard the Balance of Payments;
General Exceptions; Security Exceptions; Subsidies; WTO
Disciplines; Cooperation; and Increasing Participation of Cambodia,
Lao PDR, Myanmar and Vietnam.

7) In general, what is the coverage of the Philippines’ commitments
under the TIS Agreement?
Subject to limitations on market access and national treatment, the
following outlines the Philippine commitments under the TIS
Agreement:

3 The ASEAN-China Trade in Services (TIS) Agreement was signed on January 14, 2007 during the 12th ASEAN Summit in
Cebu, Philippines. The agreement  is currently pending ratification before Malacanang.
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1. Business Services
a. Services Incidental to Mining: Oil and Gas Exploration and

Development; Geothermal Exploration and Development;
Coal Exploration and Development

b. Services Related to Energy Distribution: Energy distribution
networks such as pipelines for transmission, distribution and
supply of natural gas, and power transmission and
distribution lines

2. Communication Services
a. Postal/Courier Services

a.1. Domestic Mail Services: Ordinary Mail; Registered Mail;
Domestic Parcel; Business Reply; Printed Matters

a.2. International Mail Services: Ordinary Mail; Registered
Mail; Express Mail; Printed Matters; International Parcels;
Money Order Service (Domestic and International)

b.  Telecommunication services: The following services are
offered only on a facilities basis, for public use, using either
wired or wireless technology except cable television
b.1. Voice telephone services: Local services; Toll services;

Domestic; International
b.2. Packet-switched data transmission services
b.3. Circuit-switched data transmission services
b.4. Telex services
b.5. Telegraph services
b.6. Facsimile services
b.7. Private Leased Circuit Services: Cellular Mobile

Telephone Service; Satellite services

3. Construction and Related Engineering Services

4. Environmental Services: Sewerage Service

5. Tourism and Travel-related Services: Hotel Lodging Services;
Restaurants Travel Agencies and Professional Congress
Organizers

6. Energy Services: Generation; Construction and operation of power
plants (as provided under the Build-Operate-Transfer scheme);
Construction of Power Plants; Operation of Power Plants; Services
Related to the Supply of Energy: Oil Refinery; Oil Terminals/Depots.

8) What will be the benefit of the TIS Agreement on the Philippine
services sector?
The TIS Agreement, which entered into force in July 2007, is expected
to expand trade in services in the region.  Under this Agreement,
services and service suppliers/providers from the Philippines will enjoy
improved market access and national treatment in sectors/sub-sectors
where commitments have been made. 
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9) What is the Beijing Declaration on ASEAN-China ICT Cooperative
Partnership for Common Development?
The Beijing Declaration on ASEAN-China ICT Cooperative
Partnership for Common Development was adopted in May 2005 in
Beijing by the Ministers Responsible for the Information and
Communications Technology (ICT), authorities of the ASEAN and
the People’s Republic of China to help consolidate and deepen the
partnership for common development in the ICT field of both parties.

10) What are the key program areas and measures for collective
cooperation in ICT under the Plan of Action to Implement the
Beijing Declaration on ASEAN-China ICT Cooperative Partnership
for Common Development?
These are:
1. ICT Infrastructure Development

a. Expedite the implementation of the Greater Mekong
Subregion Information Superhighway Project, which will
endeavor to make the infrastructure building basically
completed and service operation available by 2008 and
the network for full deployment and operation of services
by 2010.

2.  ASEAN-China Information Superhighway Project
a.  Set up ASEAN-China Information Superhighway Working

Group, to guide the project feasibility study stage, and plan
and steer project implementation in the future.

b.  Develop ASEAN-China Information Superhighway services
and applications taking into account the levels of readiness
and specific requirements of the Parties.

c.  Encourage active participation of business sectors of the
Parties.

3.  The Next Generation Network (NGN)
a.  Study plan for seamless migration from traditional

communication network to NGN.
b.  Conduct studies on policy and regulatory issues to facilitate

the deployment of NGN business cooperation and
technology standards involved in the migration process.

c.  Cooperate on standard-setting, R&D and promotion of
technology and products of Next Generation Internet (NGI).

d. Coordinate efforts of the Parties to address such issues as
interconnection and market regulation.

4.  Broadband Communications
a.  Share experiences on development of broadband

communications and Internet applications.
b. Cooperate and develop multi-lingual and diversified digital

contents and multi-media information resources, such as
on-line education, tele-medicine, etc.

c.  Encourage operators of each Party to establish high-speed
ASEAN-China Internet Exchange Path (Peering link) and
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encourage the private-sector to develop internet-based
application platform based on the Internet development status
of the Parties.

5.  Radio
a.  China to provide training for ASEAN member countries on

spectrum management, radio monitoring, etc.
b. Further strengthen technical exchange and cooperation in

such fields as radio frequency planning and coordination,
radio monitoring and spectrum management automation.

6.  Research & Development
a. ASEAN and China will work together to promote the establishment

of R&D Center on Telecommunication Equipment for ASEAN-
China markets.

 
7.  Universal Service

a.  Cooperate and develop a universal service guide to specify
the development goal and strategy of narrowing the digital
divide.

b.  Establish the ASEAN-China Telecom Universal Service
Forum, which can be considered in conjunction with the ASEAN
Telecommunications and IT Seniors Officials Meeting
(TELSOM) activities, to share best practices and experiences
on investment and compensation mechanism, technological
means and management skills.

c.  Communications in Rural and Remote Areas
i.  Study ways of telephone and Internet infrastructure

building and ways of promoting information services in
rural areas.

ii.  Study the best practices of China’s experiences for
accelerating the development of rural communication.

iii.  Develop pilot projects involving application of suitable
technologies in rural areas, and promote solutions which
are cost-effective, efficient and easy in maintenance.

8. Human Capacity Building
a.  Continue the promotion of government-led HRD cooperation

through the implementation of China’s proposal to provide
training for ASEAN mid- and high-level ICT managers and
technicians.

 b.  Leverage private sector’s resources in providing training
programs for industry’s specific needs.

c.  Promote ICT training in the form of e-learning, and set up
on-line schools, e-learning centers and community access
center for wider training coverage and sharing of
information resources.
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d.  Link up websites of ICT research institutes of the Parties to
the existing website for ASEAN-China ICT Cooperation
(www.caict.org.cn) for information sharing.

e.  Encourage volunteers to the rural and remote areas of
Cambodia, Lao PDR, Myanmar and Vietnam (CLMV
countr ies) to help the local people get basic ICT
knowledge.

f.  Promote the establishment of local training bases in CLMV
countries.

g.  Discuss the set-up of ASEAN-China ICT Youth Leaders
Forum by expanding the current ASEAN e-Youth Forum to
raise awareness and appreciation of ICT and its role in
social development.

h.  Organize ICT contests among young professionals of the
Parties.

i.  Encourage the establishment of ICT training bases for
small and medium enterprises.

9. Network and Information Security
a.  Build upon and strengthen ASEAN cooperation on Network

Security (ASEAN Telecommunications Regulators’
Council [ATRC] framework and national Computer
Emergency Response Teams [CERTs]), with the view to
improve coordination network and improve the capability
of network and information security of the Parties.

b.  Facilitate the joint participation of ASEAN member countries
and China in the ASEAN CERTs Incidents Drill (ACID)
and subsequently explore the establishment of an ASEAN-
China Coordination Framework for Network and
Information Security Emergency Responses, to, among
others, study the handling of cyber-terrorism and other
new threats and challenges by conducting emergency
response drills and capacity building seminars. Set up an
initial emergency response contact mechanism between
ASEAN Member Countries and China by the end of 2007
and ensure its smooth and efficient operation.

c.  Establish the ASEAN-China Network and Information
Security Expert Group and Forum in conjunction with the
ATRC Working Group on Network Security or on other
occasions for the exchange of latest technologies and best
practices.

d.  Cooperate on the R&D and promotion of information security
products.
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e.  Facilitate ASEAN-China sharing of experiences and
information on their plans and programs on awareness of
network and information security, i.e. through various means
like publication, website, TV programs, etc.

 
10. Trade and investment Facilitation

a.  Deepen the ATRC-China roundtable forum on regulatory
regimes, to enhance mutual understanding of ICT regulatory
frameworks for an open and transparent environment, which
will help in expanding the trade volume and scope of ICT
products between the Parties.

b.  Identify measures to facilitate mutual recognition arrangements
for ICT telecom equipment certification.

c.  Promote information exchange and cooperation in the field of
online applications and services, especially e-Government
(delivery mechanism and solution), E-Commerce and
business informatization.

d.  Conduct dialogue and information exchange on E-signature/
Digital Signature laws and applications. 

e.  Set-up ASEAN-China ICT Business Forum for a business-to-
business dialogue (by leveraging on the e-ASEAN Business
Council meeting or on other occasions).

 
11. Inter-Governmental Dialogue and Exchange

a.  Maintain the high-level dialogue and exchange on ICT issues
of mutual interest. Make full use of mechanism of ASEAN
TELMIN/TELSOM + China Meetings and activities like the
ASEAN-China ICT Week.

b.  Strengthen consultation and coordination in relevant
international organizations.

c.  Study and review the implementation of the initiatives
proposed by the Leaders of both sides at Summit Meetings.

 
12. Funding

a.  The activities mentioned in this Plan of Action will mainly be
funded by ASEAN-China Cooperation Fund (ACCF). Where
possible, the Parties will endeavor to offer necessary resources
for co-funding projects, either in kind (i.e. expert speakers or
consultants) or in cash (i.e. financial support), within their
capability. The Parties will work together to explore effective
and innovative resource mobilization strategy for the
implementation of this Plan of Action.

b.  ASEAN and China will encourage international financial
institutions/agencies, development partners and their
respective private sectors to participate in the
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implementation of major projects of interest to them under
this Plan of Action.

11) What is the timeframe for the implementation of the Plan of Action?
The specific programs and measures for the implementation of this
Plan of Action will be expressly identified in the annual work plans in
the next five years.

B.  Other FTAs

• What other FTAs or similar arrangements are being discussed
with ASEAN?
ASEAN is holding discussions for free trade agreement negotiations
with China, Japan, the Republic of Korea, India, Australia and New
Zealand.4

1) ASEAN-Korea

• Describe the relationship among the ASEAN Free Trade
Agreement (AFTA), the ASEAN-China FTA, and the ASEAN-Korea
FTA?
The ASEAN Free Trade Area was established in January 1992 to
eliminate tariff barriers among the Southeast Asian countries with a
view to integrating the ASEAN economies into a single production
base and creating a regional market of 500 million people.

The birth of AFTA is intended to integrate the 10 ASEAN economies
but in no way lessens the importance of ASEAN’s economic partners.
At their summit in Bandar Seri Begawan in November 2001, the
ASEAN leaders resolved to promote economic linkages among East
Asian countries toward integrating the ASEAN region with China,
Japan, and the Republic of Korea.

AFTA not only offers a major step towards regional economic
integration in ASEAN; through ASEAN’s FTAs, AFTA also brings
together the economies of Northeast Asia and Australia and New
Zealand with those of Southeast Asia, an important building block
for economic cohesion in the larger Asia-Pacific region.

• What sectors are covered under the Agreement on Trade in Goods
under the Framework Agreement on Comprehensive Economic
Cooperation among ASEAN and the Republic of Korea?
The Agreement covers all trade in goods among the Parties.

• What are the modalities for tariff reduction/elimination under the
ASEAN-Korea FTA?
The Parties shall progressively reduce and eliminate duties and other

4 ASEAN is currently undertaking FTA negotiations with China (Trade in Investments), Korea (Trade in Services – for
possible signing in November 2007), Japan (Trade in Goods – for possible signing in November 2007), Australia and New
Zealand (for signing possibly in August 2008).
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restrictive regulations of commerce (except, where necessary, those
permitted under Article XXIV(8)(b) of GATT 1994) on substantially all
trade in goods among the Parties, in accordance with the following:

1.  Normal Track: tariff lines placed in the Normal Track by each
Party on its own accord shall have their respective applied MFN
tariff rates gradually reduced and eliminated in accordance with
the modalities set out in Annex 1 with the objective of achieving
the targets prescribed in the thresholds therein; and

2. Sensitive Track: tariff lines placed in the Sensitive Track by each
Party on its own accord shall have their respective applied MFN
tariff rates reduced or eliminated in accordance with the
modalities set out in Annex 2.

• What are the origin criteria under the ASEAN-Korea FTA and
how are these different from those used under AFTA and
ASEAN-China FTA?
For the purposes of this Agreement, a good imported into the territory
of a Party is deemed to be originating and eligible for preferential
tariff treatment if it conforms to the origin requirements under any
one of the following:

(a)  a good which is wholly obtained or produced entirely in
the territory of the exporting Party as set out and defined in
Rule 3 of Rules of Origin; or

(b)  a good not wholly obtained or produced in the territory of
the exporting Party, provided that the said good is eligible
under Rule 4 or 5 or 6 or 7 as follows:

Rule 4: Cumulative Rule of Origin
(a) Products which comply with origin requirements provided

for in Rule 1 and which are used in a Member State as
inputs for a finished product eligible for preferential
treatment in another Member States shall be considered
as products originating in the Member State where working
or processing of the finished product has taken place
provided that the aggregate ASEAN content of the final
product is not less than 40%.

(b)  If the material has less than 40 percent ASEAN content,
the qualifying ASEAN national content shall be in direct
proportion to the actual domestic content provided that it
is equal to or more than the agreed threshold of 20%.1

Rule 5: Direct Consignment
The following shall be considered as consigned directly from the
exporting Member State to the importing Member State:

(a) If the products are transported passing through the territory
of any other ASEAN country;
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(b) If the products are transported without passing through the
territory of any other non-ASEAN country;

(c) The products whose transport involves transit through one
or more intermediate non-ASEAN countries with or without
transshipment or temporary storage in such countries,
provided that:
(i) The transit entry is justified for geographical reason or

by consideration related exclusively to transport
requirements;

(ii) The, products have not entered into trade or
consumption there; and

(iii) The products have not undergone any operation there
other than unloading and reloading or any operation
required to keep them in good condition.

Rule 6: Treatment of Packing
(a) Where for purposes of assessing customs duties a Member

State treats products separately from their packing, it may
also, in respect of its imports consigned from another Member
State, determine separately the origin of such packing.

(b) Where paragraph (a) above is not applied, packing shall be
considered as forming a whole with the products and no part
of any packing required for their transport or storage shall be
considered as having been imported from outside the ASEAN
region when determining the origin of the products as a whole.

Rule 7: Certificate of Origin
A claim that products shall be accepted as eligible for preferential
concession shall be supported by a Certificate of Origin issued by a
government authority designated by the exporting Member State
and notified to the other Member States in accordance with the
Certification Procedures to be developed and approved by the Senior
Economic Officials Meeting (SEOM).

Except as provided for in Rule 7, the conditions for acquiring
originating status must be fulfilled without interruption in the territory
of the exporting Party.

• Are there safeguard measures under the ASEAN-Korea FTA?
Each Party which is a WTO member retains its rights and obligations
under Article XIX of GATT 1994 and the WTO Agreement on Safeguards.
Actions taken pursuant to Article XIX of GATT 1994 and the WTO
Agreement on Safeguards shall not be subject to the Agreement on
Dispute Settlement Mechanism under the Framework Agreement.

If an ASEAN-Korea FTA safeguard measure is taken, a Party taking
such a measure may:

a. suspend the further reduction of any rate of tariff provided for
under this Agreement for the good; or

b. increase the tariff rate on the good concerned to a level not to
exceed the lesser of:
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b1. the applied MFN tariff rate on the good in effect at the time
the action is taken; and

b2. the applied MFN tariff rate on the good in effect on the day
immediately preceding.5

2) ASEAN-Japan FTA: ASEAN-Japan Closer Economic Partnership
(AJCEP)
An AJCEP Expert Group study estimates that AJCEP can increase
ASEAN’s exports to Japan by 44.2% and Japan’s exports to ASEAN by
27.5%. The AJCEP is also expected to increase ASEAN’s GDP by
1.99% and Japan’s GDP by 0.07%. Beyond economic benefits, the
AJCEP would contribute to a sense of community between the two
parties and provide another important mechanism for supporting
economic stability in East Asia. Further, an AJCEP would further boost
trade in goods and services, and cross-border investments which have
been expanding in the last few years, both from domestic and international
investors into ASEAN and Japan.

However, there is need for fine tuning exercise for the modality on the
regional exchange of concessions for trade in goods which was done
through a series of bilateral negotiations between Japan and the
individual ASEAN countries.

Still, there is progress on the work being undertaken on the
consolidated text of the AJCEP Agreement as noted during the 39th

AEM. Further, ASEAN and Japan have reached an agreement in
principle on the major elements of the AJCEP which would provide
fro comprehensive arrangements covering a wide range of economic
activities. Based on the achievement made so far, ASEAN and Japan
will proceed expeditiously with the work on the text, including ROO
where some 1,700 tariff lines proposed by Japan for product specific
rules shave yet to be negotiated. Senior officials are encouraged to
conclude substantive negotiations by the ASEAN-Japan Summit in
November 2007 (Report on the 39th AEM).

3) ASEAN-India FTA (AIFTA)
Negotiations are delayed by the persisting divergent position between
ASEAN and India, particularly on products of export interest to ASEAN
such as crude petroleum oil and the “special” products. Senior officials
of ASEAN and India will hold a special meeting and if issues are not
resolved, ASEAN would call for the indefinite suspension of the FTA
negotiations (Report on the 39th AEM).

4) ASEAN-Australia and New Zealand FTA (AANZFTA)
So far, the following highlights the status of the negotiations:
1. completion of the text of the Chapters on Customs procedures and

Economic Cooperation;
2. main issues in the negotiation of the goods modality, services and

investment, specifically the flexibility on the goods modality for
5 The Agreement on Trade Dispute Settlement Mechanism (DSM) under the ASEAN-ROK FTA was signed on 13 December

2005 and ratified by the Philippines on 18 April 2006 .
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Normal Track and Sensitive Track 1, the difference in the level of
ambition and the most favored nation treatment provision in
services, and the ratchet mechanism in investment;

3. negotiation on the goods modality for CMLV will begin once the
goods modality for ASEAN 6 are concluded;

4. ASEAN is agreeable to considering separate chapters for
Intellectual Property and Competition Policy; and

5. ANZ submitted new proposals on Government Procurement and
Labor and Environment (Report on the 39th AEM).

5) Partnership Cooperation Agreement (PCA) with the European Union
A bilateral agreement called PCA with the EU is in the works to facilitate
completion of the comprehensive Free Trade Agreement (FTA) between
the EU and member-countries of the ASEAN. PCA covers political issues
that have not been covered in any bilateral agreement entered into by
the Philippines with other countries. These include human rights,
migration, security and political cooperation, transparency and
anticorruption measures.

The EU has proposed to sign an FTA with the ASEAN within two years
starting May 2007 to facilitate trade between the world’s two largest
regional blocs.

However, each of the ASEAN member-states must sign a bilateral
partnership cooperation agreement where Europe pushes for “binding
obligations” to promote its core values on human rights, democratization
and rule of law. Reports allege that the PCA is a strategy by the EU to
exclude Burma, as well as other “closed societies” of ASEAN in the
proposed FTA that include Laos and Cambodia.

The Philippines is likewise facing roadblocks in committing to the
proposed PCA with the European Union owing to its problems on
extrajudicial killings, undocumented migrant workers in European states
as well as perception of rampant corruption.

ASEAN members like Singapore and Thailand are in the same difficulty.
Meanwhile, Indonesia is now on advanced stage as it prepares to sign
the PCA within the year. EU negotiations with Thailand is 50% complete
as they resume negotiations next month. Vietnam is on initial stage of
negotiations for the PCA with EU (RP-EU talks on PCA hit roadblocks,
Business Mirror, Estrella Torres, 2007).

6) ASEAN-US Enhanced Partnership
In 2005, an agreement to launch an ASEAN-United States Enhanced
Partnership has been initiated. The Partnership is envisioned to be
comprehensive, action-oriented, forward-looking and comprising
political and security cooperation, economic cooperation, and social
and development cooperation including, but not limited to the following
elements:
Political and Security Cooperation
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1. Support to the integration of ASEAN, leading to an ASEAN
Community through, inter alia, the implementation of the Vientiane
Action Programme (VAP); and appropriate successor plans.

2. Acknowledge that the Treaty of Amity and Cooperation in
Southeast Asia (TAC) acts as a code of conduct governing inter-
State relations in the region for the promotion of peace and stability,
and its role as a unifying concept for ASEAN, and respect the
spirit and principles of the TAC, in line with the commitment of
ASEAN and the United States to enhance their partnership;

3. Support the ASEAN Regional Forum (ARF) as the premier regional
political and security forum in the Asia-Pacific region with ASEAN
as the driving force;

4. Recognize the importance of non-proliferation in all aspects of
nuclear weapons in Southeast Asia;

5. Promote closer cooperation on combating transnational crimes,
including inter alia, terrorism, proliferation of weapons of mass
destruction, illicit drug trafficking, trafficking in persons, and
enhancing maritime and border security, and express readiness
to build on the ASEAN-United States Joint Declaration for
Cooperation to Combat International Terrorism signed in Bandar
Seri Begawan in 2002 to develop joint activities;

6. Cooperate in multilateral frameworks, including the UN, the World
Trade Organization (WTO), and the APEC, emphasize the
importance of ambitious outcomes in the Doha Round that would
bring tangible benefits to all, support the early accession of Laos
and Viet Nam to the WTO, and consider the admission of ASEAN
Member Countries that are not members of APEC into that forum;

Economic Cooperation
1. Strengthen economic cooperation by, inter alia, continuing to

implement the EAI, which serves as a mechanism to enhance
trade and investment flows between ASEAN and the United States,
and in this regard, agree to work together to conclude a region-
wide ASEAN-United States Trade and Investment Framework
Agreement (TIFA);

2. Further enhance economic linkages, which will assist in sustaining
economic growth in ASEAN and the U.S., and cooperate jointly in
support of ASEAN’s realization of an ASEAN Economic Community
by 2020, if not earlier;

3. Enhance economic cooperation in areas to be mutually agreed
upon between ASEAN and the U.S., including but not limited to
trade and investment facilitation; and undertake missions and
measures to strengthen the investment climate in ASEAN thereby
encouraging U.S. investment into the region;

4. Collaborate to reform and strengthen international financial
institutions in the areas of economic surveillance through the sharing
of macroeconomic and financial information where disclosure of
information is permitted by domestic laws and regulations of the
respective countries, and agree to work more closely in international
financial institutions to promote the influence of Asia to a level
more commensurate with its economic weight;
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5. Promote greater interaction between their respective private
sectors, recognizing the pivotal role of the business community;

6. Pursue the development and deployment of cleaner, more
efficient energy technologies of all kinds, including renewable
and other low-emitting sources of energy, enhance ASEAN’s
regional energy infrastructure, promote energy security, promote
the protection of the environment and the sustainability of natural
resources, recognizing that economic growth is a necessary
condition for deploying the cleaner technologies needed for
continued environmental improvement, and pledge further
collaboration in all modes of transport, including air maritime
and multimodal transport to facilitate the movement of peoples
and goods;

Social and Development Cooperation
1. Collaborate in the implementation of the Vientiane Action

Programme (VAP) and its successor programs or plans so that
ASEAN may accelerate its regional integration, recognizing the
importance of the Initiative for ASEAN Integration (IAI) and other
sub-regional growth areas which would bridge the development
gaps within ASEAN, and stress the importance of cooperation
to promote sustainable development;

2. Cooperate at the regional and global levels on disaster
management, including the development of regional and global
standby arrangements for disaster management and emergency
response, and in this connection, welcome the ASEAN Standby
Arrangements for Disaster Relief and Emergency Response;

3. Resolve to work together to prevent the spread and reduce the
harm of HIV/AIDs, SARS, other infectious diseases and, on an
urgent basis, develop mechanisms for cooperation to contain
outbreaks of avian influenza as well as pledge cooperation to
put in place systems and procedures to control infectious
diseases including animal diseases;

4. Foster and deepen cooperation in science and technology, and
information and communications technology and encourage
people-to-people interactions and exchanges as well as inter-
faith dialogues, and promote cooperation through networking
activities and capacity building in education such as student
exchange, fellowship program, academic attachment and
research collaboration, as well as promotion of ASEAN studies
in the U.S. and U.S. studies in ASEAN Member Countries;

5. Welcome the intention of the U.S. to foster educational
exchanges and the continuing efforts of the U.S. to strengthen
its engagement with the ASEAN Secretariat and support the
capacity building of the Secretariat;

Follow-Up
1. Call on the ASEAN Foreign Ministers and the U.S. Secretary of

State, with the assistance of the senior officials, to develop a
Plan of Action to implement the ASEAN-United States Enhanced
Partnership; and
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2. Call on the ASEAN Economic Ministers (AEM) and the United
States Trade Representative (USTR) to meet and contribute to
the implementation of the ASEAN-U.S. Enhanced Partnership
and its Plan of Action (Joint Vision Statement on the ASEAN-
U.S. Enhanced Partnership, www.whitehouse.gov).

C.   East Asia Summit

• What is the East Asia Summit and how does this relate to
ASEAN?
The East Asia Summit (EAS) is a pan-Asia forum held annually by
the leaders of 16 countries in East Asia and the region, with ASEAN
in a central position.6

• What were the major accomplishments of the 2nd East Asia
Summit?
The Heads of State/Government of ASEAN, Australia, the People’s
Republic of China, the Republic of India, Japan, the Republic of
Korea and New Zealand had a productive exchange of views on
regional and international issues, as well as on issues of strategic
importance to the East Asian region during the 2nd EAS held in
Cebu last January. These include: energy, poverty eradication,
education, finance, avian influenza, natural disaster mitigation, Doha
Development Agenda, inter-faith initiatives, denuclearization of the
Korean Peninsula, economic development and regional integration
and the future direction of EAS.

IV. 12th ASEAN Summit

• When was the 12th ASEAN Summit?
This was held on December 10 to 14, 2006 in Cebu with the theme
“One Caring and Sharing Community”.

• What were the Agreements/Declarations at the 12th ASEAN
Summit?
The following agreements/declarations were signed/adopted during
the 12 th ASEAN Summit/2nd  East Asia Summit held in Cebu,
Philippines:

1. Declaration on the Acceleration of the Establishment of an ASEAN
Community by 2015;

2. The Declaration on the Blueprint of the ASEAN Charter;
3. Cebu Declaration towards One Caring and Sharing Community;

and
4. ASEAN Declaration on the Promotion of the Rights of Migrant Workers
5. Statement of the ASEAN Leaders at the 12th ASEAN Summit on a

Debt-Equity Proposal for Funding the United Nations Millennium
Development Goals Projects;

6. ASEAN Commitments on HIV and AIDs;
7. Protocol on ASEAN Framework (Amendment) Agreement for the

Integration of Priority Sectors;
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8. Protocol on ASEAN Sectoral Integration (Amendment) for the
Integration of Priority Sectors;

9. Mutual Recognition Arrangement on Nursing Services;
10. Protocol to implement the Fifth Package of Commitments under the

ASEAN Framework Agreement on Services (AFAS);
11. Second Protocol to Amend the Framework Agreement on

Comprehensive Economic Cooperation between ASEAN and the
People’s Republic of China;

12. Protocol to Amend the Trade in Goods (TIG) of the Framework
Agreement on Comprehensive Economic Cooperation between
ASEAN and the People’s Republic of China;

13. Agreement on Trade in Services of the ASEAN-China Free Trade Area;
14. Memorandum of Understanding (MoU) between the Ministry of

Agriculture of the People’s Republic of China and the ASEAN
Secretariat on Agricultural Cooperation;

15. ASEAN Convention on Counter Terrorism; and
16. Cebu Declaration on East Asian Energy Security.

V. BIMP-EAGA8

• What is BIMP-EAGA, why was it formed and how does it relate to
ASEAN?
Owing to the success of the growth area concept in several sub-
regions in Asia, the heads of state of Brunei Darussalam, Indonesia,
Malaysia and the Philippines met in 1992 to discuss the adoption of
the concept through an economic cooperation scheme involving the
four countries.

Two years after the initial discussions, the Brunei Darussalam
Indonesia Malaysia Philippines - East ASEAN Growth Area (BIMP-
EAGA) was officially launched coinciding the inaugural Senior
Officials and Ministerial Meeting (SOMM) on March 24 to 26,1994 in
Davao City, Philippines. Immediately after its creation, the Asian
Development Bank (ADB) conducted an exhaustive investigative
study on the growth potentials of the sub-region that initially identified
13 areas of cooperation.

The major goal of BIMP-EAGA is to increase trade, tourism and
investments in the growth area.  Its objectives include
· to facilitate free movement of people, goods and services;
· to share common infrastructure and natural resources; and,
· to pursue economic complementation.

As a sub-regional grouping, it has the following characteristics:
· emphasis is put on economic activities that are market-driven;
· operates through a decentralized organizational structure

6 The East Asia Summit (EAS) is composed of the 10 ASEAN Member Countries, China, Japan, South Korea, India, Australia,
and New Zealand. It is usually held after the ASEAN Summits and maintains ASEAN-centrality.

7 Answers extensively sourced from the Mindanao Economic Development Council web site (www.medco.gov.ph).
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where quadrilateral consensus is not required so as to avoid
bureaucratic red tape and fast track the implementation of
agreements;

· the private sector  is assigned the role of the lead player and
engine of growth of the economic cooperation scheme.

· government’s role, on the other hand, will be to provide an
economic environment conductive to private sector growth; and

· socio-economic cooperation with non-member countries is
allowed.

BIMP-EAGA is relevant to ASEAN because it is a major location in
the region having high value added agro-industry, natural resource-
based manufacturing, non-resource based industries, and high-
grade tourism. It is a unique Asian strategy developed and first
employed in the early 1980s envisioned to accelerate economic
development in identified areas.

Examples of other successful growth areas in Asia are the:
· Greater Mekong Delta River Sub-Region
· Southern China Growth Triangle
· Singapore-Johore-Riau (SIJORI) Growth Triangle, and
· The Indonesia Malaysia Thailand Growth Triangle.

•  What are the recent efforts of ASEAN to support BIMP-EAGA?
Some of these recent developments include:
· 7th ASEAN Summit – Press statement of the Chairman included

the reaffirmation of the importance of the sub-regional growth
areas in ASEAN development and integration. The discussion
also included ways to revitalize the growth areas.

· 11th SOM/8th MM – The ASEAN Secretariat suggested possible
ways of integrating with the sub-region:
a. a test bed for major ASEAN initiatives and
b. a model for sub-regional growth area for the IAI aimed at

narrowing development gaps.

Also in the same event, the member countries agreed to the clustering
of the existing working groups (WGs), as well as the identification of
the Lead Country per cluster. The four clusters are as follows:

a. Cluster on Transport and Infrastructure Development
consisting of the WG on Air Linkages, Sea Linkages,
Telecommunications/ICT, and Construction and
Construction Materials with Brunei Darussalam as Lead
Country;

b. Cluster on Natural Resources composed of the WGs on
Agro-Industry , Fisheries Cooperation , Forestry and
Environment, and Energy with Indonesia as Lead Country;

c. Cluster on Joint Tourism Development with Malaysia as
Lead Country;

7 Answers extensively sourced from the Mindanao Economic Development Council web site (www.medco.gov.ph).
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d. Cluster on SME Development/Capital Formation and
Financial Services, and, CIQS initiatives with the Philippines
as Lead Country.

The WG on Human Resources Development and People Mobility
shall be a cross-cutting Working Group

· Leaders’ Meeting: Welcomed the support of the Plus 3 countries
(Japan, China and Korea) in the development of BIMP-EAGA

· Continued support of the ASEAN Secretariat in the formulation
and implementation of the BIMP-EAGA development programs
in line with the Initiative for ASEAN Integration.

• What are the priority programs under the BIMP-EAGA Action
Plan (2006-2010) and what are the development goals/targets of
the BIMP-EAGA Roadmap to Development (2006-2010)?

The priority programs the BIMP-EAGA Action Plan (2006-2010) are
the following:
· SME development
· Sustainable Development And Environmental Management
· Tourism Development
· Transport, Infrastructure and ICT development
· Institutional Strengthening
· Implementation of Flagship Programs and Projects

Meanwhile, A BIMP-EAGA Roadmap to Development has been
formulated to guide the direction of BIMP-EAGA in 2006 to 2010 in
pursuing its development goal and strategic objectives. It establishes
the sub-regional cooperation measures that will contribute to the
achievement of this goal and objectives.

The ultimate goal of BIMP-EAGA is to narrow the development gap
across and within the EAGA member countries as well as across the
ASEAN-6 countries. Its immediate goal is to increase trade,
investments and tourism within EAGA. Towards this end, the following
targets shall be achieved within the five-year planning period of the
EAGA roadmap:
· increase intra- and extra-trade among EAGA focus areas by

10% by 2010;
· increase investments in the EAGA sub-region by 10% by 2010;

and
· increase tourism movement in the EAGA sub-region by 20% by

2010.

To achieve the development goal and targets set forth in its roadmap,
BIMP-EAGA will pursue the following strategic objectives:
· Promote intra- and extra-EAGA trade, investments and tourism

in selected priority sectors, namely: agro-industry and natural
resources, tourism, transport, infrastructure and ICT, with
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particular emphasis on SME development in these sectors;
· Coordinate the management of natural resources for sustainable

development of the sub-region;
· Coordinate the planning and implementation of infrastructure

support to economic integration, with active participation of the
private sector; and

· Strengthen the BIMP-EAGA institutional structures and
mechanisms for effective implementation of the EAGA Roadmap
and Action Plan.

• What are some of the sub-regional cooperation measures
identified in the Roadmap? How will the Roadmap be implemented?
The sub-regional measures identified in the Roadmap are:
· Promotion of Intra- and Extra-EAGA Trade, Investments and

Tourism in Priority Sectors;
· Management of Natural Resources and Sustainable

Development;
· Planning and Implementation of Infrastructure Support to

Economic Integration; and
· Institutional Strengthening.

This broad-based BIMP-EAGA Roadmap to Development will be
supported by a sub-region-wide Action Plan and corresponding
Cluster Action Plans. The sub-regional cooperation measures
considered in this Roadmap are aligned with relevant ASEAN
agreements. The progress indicators will be reviewed and confirmed
once more benchmark statistical data are available.

The lead agency for each measure is likewise identified. The other
organizations, including the various public and private agencies
under them, take on implementing and/or coordinating
responsibilities. Responsible parties include the following: BIMP
Facilitation Center (BIMP-FC), BIMP-EAGA Business Council (BEBC),
National Secretariats (NS) of the member countries, Small and
Medium Enterprise Development (SME) Cluster, Joint Tourism
Development (JTD) Cluster, Natural Resources Development (NRD)
Cluster, Transport, Infrastructure and ICT Development (TIID) Cluster,
BIMP-EAGA Tourism Council (BETC), BIMP-EAGA Media and
Communicators Association (BEMCA), and Partner Organizations
(e.g., ADB, GTZ, ASEAN, ASEAN Japan Centre, WWF).

VI. Effect on the Private Sector

• In a nutshell, what are the benefits to the business sector,
particularly to SMEs, of the recent ASEAN initiatives?
These ASEAN initiatives complement the Philippine government’s
and exporters’ thrust to open and strengthen the country’s foothold
in the Asian market, particularly considering these recent ASEAN
developments. SME exporters can likewise benefit from the reduced
administrative, political and economic costs of dealing with a market
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that promotes the free flow of goods, services, investments and people.
Hopefully, this development can contribute to their profitability leading
to business expansion and further employment opportunities.

However, such free trade arrangement also puts pressure on SMEs
to enhance their competitiveness and productivity precisely because
of the stiffer competition from counterpart foreign exporters. SMEs
that will be able to position themselves appropriately against the
challenges are more likely to survive.

• How can the private sector benefit from all these recent regional
initiatives?
The private sector can benefit from these initiatives by
· keeping themselves informed and involved to enable them to

respond effectively;
· maintaining efficiency and productivity;
· managing costs and adopting quality/international standards;
· enhancing technology (e.g. ICT) and skills;
· restructuring and rationalizing the industries;
· consolidating or rationalizing their business activities;
· producing high value-added products;
· undertaking product design and development; and
· establishing strategic partnerships and alliances with key

government policymakers and private sector in the supply chain.

• How can the private sector contribute to ASEAN community-
building?
As contribution to ASEAN-building, the private sector can continue
its partnership with government in working on reforms and
strengthening of financial and economic institutions, structures, rules
and procedures.

It is also important that they keep themselves informed of
developments, opportunities and challenges for them to quickly and
effectively respond to these factors. They should be involved in
facilitating and giving feedback, monitoring implementation and
handling dispute resolutions. An equally important area for public-
private collaboration is that on R&D.

The private sector may also wish to contribute ideas, from the point
of view of business practitioners, on ways of comprehensively
accelerating the AFTA process that would give balanced benefit to
the region, its businesses, economies and peoples.
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