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From Southeast Asia On Southeast Asia

A note from the editor

Dear readers:
Welcome to the October 2018 issue of the monthly Thinking ASEAN!

Whilst we may be winding into the final few months of the year, there will be no rest for the
region as all interested stakeholders gear up for next month’s ASEAN Summit and Related
Meetings in Singapore. Having said that, the ten ASEAN Leaders did gather on the Indonesian
island of Bali this month, as part of the Annual Meetings of the International Monetary Fund and
World Bank Group (IMF-WBG); providing an important opportunity for Indonesia and ASEAN
to showcase its economic opportunity and potential to the world.

In this sense, our lead article this month looks at the Annual Meetings of the IMF-WB and
is written by Nika Pranata (Researcher; Economic Research Center — Indonesian Institute of
Sciences (LIPI)). Entitled ‘ASEAN and the IMF: Working Together to Unlock Digital Economy
Potential as Key Driver of Region’s Economic Growth’, the article traces the mistakes made by
ASEAN Member States and the IMF during the Asian Financial Crisis, the lessons learned from
it,and how the two sides can work together to unlock the region’s digital economy potential.

Meanwhile the second article is by Shan-Hua Yu (National Chengchi University, Taipei) who
writes on ‘The Hope Coated with Challenges —Taiwan looks south to ASEAN! Taipei has long
sought closer relations with ASEAN member-states, launching the ‘New Southbound Policy’
since 2016. The article makes the case for Taipei to ensure the policy stays regardless of
diplomatic challenges.

Lastly, Hana Hanifah (Researcher, ASEAN Studies Program, The Habibie Center) responds
by providing a Southeast Asian view with an article entitled, ‘Against All Odds, the New
Southbound Policy and ASEAN'’s Continued Engagement with Taiwan. Her article focuses on
the question of why and how ASEAN countries have been able to sustain
good relations with Taiwan despite all the challenges.

As usual, we present an infographic that this month covers Focus on
ASEAN.

Don'’t hesitate to drop me a line at thinkingasean@habibiecenter.or.id if
you have comments, input, or prospective submissions.

Happy reading!

Best regards from Jakarta

FIND OUR UPCOMING
AGENDAON (8 (9 (¥
@HABIBIECENTER

Tte Fabibce Center

resources and the spread of technology.
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Overview of ASEAN - IMF Relations

It has been two decades since the
occurrence of the Asian Financial Crisis
in 1997.The year marked close relations
between ASEAN and the IMEThe
assistance provided by the IMF in the
form of loans at that time was considered
ineffective. In fact, numerous criticsisms
came from economists and scholars
stating that the provided assistance
worsened the crisis (Gan & Li, 1999).
Furthermore, Indonesia and Thailand
were the two worst affected ASEAN
Member States (AMS) with Indonesia’s
GDP declining by more than |3 percent
whilst Thailand’s GDP dropped more
than 7% in 1998 (World Bank, 2018).

At that time, instead of formulating
specific policies based on local economic
characteristics of the assisted countries,
the IMF applied a one fit for all approach

for every assisted country.

For instance, generally, the IMF obliged
the assisted countries to tighten its
monetary policy by increasing interest
rates significantly and closing down or
capitalizing some private banks as well

as reducing subsidies and social security.
The IMF mistakenly treated the crisis

as a conventional macroeconomic crisis
whilst the crisis itself was a financial crisis
in which the latter should be treated
differently (Sterland, 2017). In addition,
the IMF also applied numerous and strict
conditions for assisted countries in order
to be able to obtain economic stimulus
for the IMF. Such requirements made the

assistance inflexible and hard to adjust to

overcome the root cause based on local

economic characteristics.

This ineffective assistance has left a
negative stigma of the IMF and its
intervention particularly for ASEAN
Member States. This also has made the
region try to be less dependent on the
IMP’s assistance. One of the efforts to
reduce dependency was by forming that
ASEAN+3 that includes the 10 ASEAN
Member States and three other large
Asian countries namely China, Japan, and
South Korea, in which the collaboration
started in December 1997 and was
institutionalized in 1999.Then, in 2000
the ASEAN +3 and Hong Kong central
banks made a cooperation regarding
financial safety net called the Chiang Mai
Initiative (CMI). It is an agreement in the
form of a network of bilateral currency
swaps and repurchase agreements among
its members to face international liquidity
problem. Furthermore, this agreement
was then multilaterized in 2010 into a
single contractual agreement named the
Chiang Mai Initiative Multilateralization
(CMIM) with the nominal amount of
the agreement reaching USD 240 billion
(AMRO, 2017). Recently, the cooperation
is not only in terms of financial stability
but has also widened into a regional
macroeconomic surveillance by
institutionalizing the former ASEAN+3
into the ASEAN+3 Macroeconomic
Research Office (AMRO) in 2016.

Moreover, realizing that they made
mistake with regards to its Asian

Financial Crisis approach, since then the

IMF has been reforming and learning
from the past mistakes although they
are still unsure the exact cause of

the Crisis and their response. Instead

of heavily emphasizing on a detailed
requirement list of financial assistance
through loans, currently, the IMF has
focused on finding the root cause of the
crisis and determining the appropriate
specific policies in order to resolve

the crisis as well as prioritizing social
security programs to protect the poor
and vulnerable. Noticing that Asian
countries particularly AMS have played
an important role in the global economy,
the IMF has also improved its governance
and provided a greater say to Asian
countries by raising the voting portion

and representation of them.

Furthermore, in relations to the
establishment of the ASEAN +3 and
AMRO, both parties do not see each
other as a threat, but it is seen as a
further potential of cooperation and
collaboration. For instance, the IMF

is often invited in the discussions and
meetings of ASEAN +3. More importantly,
the IMF intends to strengthen the
regional safety net in the form of CMIM
that has a size of USD 240 billion into a
global safety net by working intensively
with the ASEAN + 3 and CMIM. In
addition, the IMF member countries have
committed to provide additional bilateral
loan resources to the IMF in order to
expand its financial assistance capacity to
USD | trillion(Furusawa, 2017).

Moreover, the latest approach of the IMF




in signaling the significance of ASEAN is
by choosing one of the most influential
AMS, Indonesia, as the host country for
the 2018 Annual Meetings of the IMF and
the World Bank Group. Besides that, the
IMF is also keen to lessen its negative
stigma. In doing so, before the meetings,
IMF Managing Director, Christine Lagarde,
made a statement that Indonesia does
not need loans from the IMF as the
Indonesian economy is currently well-
managed. In addition, the IMF also made
a contribution of about USD |31 million
to assist with the Lombok and Sulawesi
Earthquake and Tsunami Disaster
response in Indonesia(IMF, 2018c).

Digital Economy as Priority Issue
in2018 Annual Meetings of the IMF
and the World Bank Group

The 2018 Annual Meetings of the IMF
and the World Bank Group is the largest
financial and economic meetings in the

world. By far; it is also the biggest event

related to financial and economic that
has ever been held by Indonesia. It was
held on October 12 — 14,2018 in one of
the well-known global tourist destination,
Bali. It succeeded in bringing about
32,000 participants from 189 countries
comprising finance ministers, central
bank governors, investors, businessman,
NGOs, economists, scholars, journalists,
and other delegates(Aisyah, 2018).

Such number of participants is by far
the largest numbers in the meeting’s
history.This grand event is a very good
momentum not only for Indonesia as
the host country, but also for ASEAN in
which Indonesia is part of the region, to
be able to collaborate with the world.

It has to be able to prioritize mutual
interests of the region.There are several
issues discussed in the meetings with
digital economy is one of the priority

issue.

The decision to put digital economy as

a priority issue in the meetings is not

Figure |. ASEAN-6 Digital Population 2018
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by accident as the sector has proven to
be the new source of global economic
growth and is currently growing at a
breakneck pace. It also contains vast
potential waiting to be unlocked.As for
ASEAN, the region’s economy combined
is currently the 5" largest in the world.
It also has the 3 largest population in
the world with more than 600 million
inhabitants and where more than

half of them are under 30 years old.
Such an age group is known as digital
natives who demand for faster, efficient,
and borderless services which can

be implemented in digital services. In
addition, there is a large and growing
number of technology-literate people in
ASEAN represented by approximately
35% of smartphone penetration.
Furthermore, by 2025, the majority of
ASEAN people will be dominated by
digital natives which are familiar with the
use of internet and services that requires

complex technology (A.T. Kearney, 2015).

ASEAN-6 digital population 2018

™8 |ndonesia == Thailand

Population 2654M  Population 69.11M
Intemet users 132.7M Intemet users 57.00M
Socialmediausers  130.0M Social media users - 51.00M
Mobile users 1779M Mobile users 55.56 M
Mobilesocialusers ~ 120.0M Mobilesocialusers ~ 46.00M
B Malaysia Singapore
Population 31.83M Population 575M
Interet users 25.08 M Intemet users 4.83M
Socialmediausers  24.00M Socialmediausers  4.80M
Mobile users 21.62M Mobile users 4.71M
Mobilesocialusers  22.00M Mobilesocialusers ~ 4.30M
A Philippines Vietnam

Population 105.7M Population 96.02M
Intemet users 67.0M Intemet users 64.00M
Socialmediausers . 67.0M Social mediausers. 55.00M
Mobile users 61.0M Mobile users 70.03M
Mobile social users 50.00M

ASEAN

62.0M Mobilesocial users

Empowering business In eastAsia

Source:ASEAN UP(2018)

1 -aseagnup.com
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In terms of harnessing the potential of
the digital economy, ASEAN has reaped
economic benefits from this sector.
Billions of dollar has been invested in
ASEAN’s prominent startups which

has transformed them into giant digital
companies in the world.There are 6
unicorn startups - a tech/digital company
valued more than USD | billion —in
ASEAN which are dominated by

e-commerce platforms and ride hailing

services.Those startups are Go-Jek,
Tokopedia, Traveloka which originated
from Indonesia and Grab, SEA, and Lazada
from Singapore.This does not include

the amount of jobs generated by those
startups. Go-Jek alone has generated
more than | million jobs(Venkatesan,
2018).Although, it has yielded significant
benefits to the economy, the truth is
there are vast opportunities and potential

that have not been unlocked. For instance,

Figure 2. Global Retail e-Commerce Market 2015

Global retail eCommerce market' (2015, $ billion)
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although ASEAN is one the most
populous regions, it only accounts for less
than 1% of the global retail e-commerce
market (Figure 2).This does not include
other sectors that have large potential in
terms of digital economy such as Financial
Technology (FinTech), logistics integration
using blockchain and the Internet of
Things (IoT), and other potential sectors.
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Moreover, realizing the immense potential
of the digital economy, the annual
meetings launched an initiative related

to formulating strategy in harnessing
economic advantages of the sector called
“Digital Economy for All'' (DE4AIl)

which was supported by three special
agendas namely “Disruptive Technology
and Inclusive Development —What
Works?”,“Harnessing Technology for
Inclusive Growth”, and “The Bali Fintech
Agenda”. Those efforts are meant to link
cooperation and collaboration among the
government, industry, and other related
parties based on 5 digital economy

pillars comprised of infrastructure, digital

financial services, innovation within

Source:Wong(2016)

entrepreneurship, digital ecosystem, and
digital literacy (Pratama, 2018).

Unlocking ASEAN Digital Economy
Potential

Recently, the digital economy has played
crucial role for ASEAN economy as it
has proven to yield economic advantages
to the region.Yet, it has not reached its
full potential. It still contains untapped
massive potential to be explored.
Therefore, in order to reap the potential
of its digital economy and for the sake of
mutual benefits, it is better for ASEAN
to implement the following policy

recommendations:

o Harmonize and Modernize
Legal Frameworks at Regional
Level

This recommendation was also
proposed in an IMF Policy Paper
as a product of The Bali Fintech
Agenda of 2018 Annual Meetings
of the IMF and World Bank Group.
Great variation of regulations
among AMS, as shown in Figure

3, will hinder the penetration of
region’s digital economy, hence, the
region has to harmonize the legal
frameworks particularly regulations
that are closely related to the
digital economy such as privacy



and data protection, spectrum and
infrastructure, consumer rights,
online dispute resolution, and
other relevant legal frameworks. In
addition, considering that services
in the digital era implement

unconventional business processes,

it is also important for the region
to adapt to changes by modernizing
its legal frameworks as the failure
of regulations to adapt may hamper
the digital services business.

For instance, in Indonesia, the
classification of Go-Jek services has

Issue 40/ Oktober 2018

generated uncertainty whether it
is classified as platform services or
public transport company exposing
the fact that existing regulations
have been outpaced by recent

developments.

Figure 3. Inharmonious Digital Economy Related Regulations Among ASEAN Member States

Cap on foreign
ownership of operators

MVNO allowed

Speactrum
sharing allowed

Passive infrastructure
sharing mandated
or allowed

Spectrum and
infrastructure

Spectrum
trading allowed

Government initiatives
or agencies to
protect cybersecurity

Cybersecurity,
privacy, and
data protection

Specific act on
data privacy
or protection

¢  Foster regional cooperation

In the current borderless era,
instead of competing fiercely and
taking down each other, cooperation
and collaboration is crucial to speed
up the business expansion.As for
the e-commerce sector, partnership
between marketplace and local
logistics providers in each AMS

will be beneficial for ghd involved
parties. The best example of such
partnership is shown by Alibaba’s

investment in Singapore Post.

T70% | - | 65% | 49% | 20% | 49%

v v |V |V

X

SG and VN decide on case-by-case basis

ID and TH prohibit trading: PH spectrum
trading needs prior approval from NTC

MY, SG, TH, and PH have both national

Source:A.T. Kearney(2015)

¢ Shorten the Gap of ASEAN

Digital Divide

Economic inequality among AMS is
not only the problem of ASEAN, as
the region also has a noticeable gap
in terms of internet and broadband
penetration. Only 20-30% of Lao,
Myanmar, and Cambodia population
have access to the internet whilst
in more developed AMS such as
Singapore and Malaysia the figure
reaches 75-85%.Worse gap is

experienced in fixed broadband
subscriptions where in some AMS
the subscribers are left behind
from other AMS as the price of it
in the former group is considerably
expensive (IMF, 2018b). Such a
condition will create roadblocks
for ASEAN as a region to reach its
potential. Therefore, AMS should
collaborate in order to provide
universal and affordable internet

access.
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e Ease Intra-Region Labour
Mobility

As the digital services industry
implements high-technology in
running its businesses, the sector
requires high-skilled labour,
especially those with ICT expertise,
to support it. The availability of
such qualified labours may not be
sufficient for some AMS which
eventually generate labour shortages
for the industry. Therefore, ASEAN
should find ways to further ease
intra-region mobility of skilled
labour. This, amongst others, can be
facilitated through the expansion of
existing ASEAN Mutual Recognition

Arrangements.

Furthermore, to fasten the process of
unleashing the full potential of ASEAN’s
digital economy, it is better for ASEAN
to cooperate with the IMF in some areas

with a highlight that the cooperation

should be built based on mutual interests.

The IMF itself through its Managing
Director, Christian Lagarde, stated that
the IMF is committed to work together
with ASEAN in creating a smarter and
fairer economy (IMF, 2018a). Moreover,
the partnership might be in the form of
economic analysis, financial resources,
and capacity development.An emphasis
should be aimed on financial resources
as digital-related business services is

a heavy intensive capital business that
require massive amount of funds in order
to survive and expand its businesses. In
addition, the financial assistance should
also be in the form of investment, not
loans, as digital-related business has a

high risk profile.
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n September 18,U.S
President Donald
Trump announced
plans to place tariffs
on US$200 billion
worth of Chinese products, intensifying
the ongoing trade war between the
world’s two largest economies, with
major consequences on the rest of the
world. Taiwan, along with others are also
suffering from the trade war, especially
since Taipei’s trade relies heavily on
China, with 41% of its export going to
China and 19.9% of imports coming
from the mainland.' The latest step
in the ongoing trade war has pushed
away many Taiwanese producers from
mainland China to avoid the rising high
cost and tariff, with many looking at
relocating to Southeast Asia,> where
Taiwan has the geographical edge over
it competitors. Meanwhile, ASEAN
presents an enormous opportunity for
Taiwanese businesses because Taiwan’s
export to ASEAN countries is up to
US$ 58.6 billion in 20173 whilst the large
population of migrant workers and their
second generation in Taiwan is also a
plus. Unfortunately this advantage is not
fully utilized by either Taiwan or ASEAN
largely because of the sensitivities of
the One-China Policy, which deters the
latter from fully cooperating with Taiwan,
in addition to the Taiwan’s domestic
politics whereby the continuity of
Taipei’s approach to Southeast Asia is not

guaranteed.

From 2016, Taiwan has launched the
New Southbound Policy (NSP) towards
Southeast Asia, South Asia, Australia and
New Zealand, to enhance its cooperation
with 18 countries.Yet, the reasons why
the New Southbound policy is initiated,
how far it can go under the challenge
from China and how the Taiwanese
administration should take action to
continue its southbound strategic

plan to strengthen its economic ties
with the target countries are worth
discussing. This article aims to articulate
these challenges that the Taiwanese
administration faces when implementing
the New Southbound Policy, and it

also intends to explain why the One-
China Policy and the domestic political

situation in Taipei may influence Taiwan’s
cooperation with ASEASN countries,
which are important issues that the
Taiwanese administration should not

overlook.

Why the New Southbound policy
is initiated and Taiwan’s current
situation.

From the geo-political aspect, building
ties with neighbours is an important
matter in the era of globalization and
regional cooperation. Looking back

to the history of Taiwan’s economic
strategy for its development and global
engagement, it is not the first time Taipei
has put emphasis on the Southeast Asia
area. In 1993, LeeTeng-hui announced
the ‘Go South Policy’ after the ASEAN
members held their 1992 Singapore
Summit.* During that time, Taiwan’s space
for engaging with the outside world

was shrinking due to China’s greater
assertiveness; thus, Lee initiated the
strategy of “Pragmatic Diplomacy™ to
break through the obstacles ahead, and
the Go South Policy was born under
this concept.Yet, during 1997-1998¢,

the economic crisis broke out and

an anti-Chinese movement erupted,
both of which were big shocks to the
Southern Policy.At the same time, China
was accelerating its rapid development,
attracting the attention of foreign

investors.”

When Chen Shui-bian was in office
during 2000-2008, he started to
implement the second ‘Go South
Policy’ in 2003.As Chen belongs to the
“independence-leaning” Democratic
Progressive Party (DPP), as a result, he
wanted to reduce Taipei’s economic
reliance with China.Thus, enhancing
relations with Southeast Asia became
the focus of his strategy. Nonetheless,
in 2008, Kuomintang (KMT) - the
party long in power in Taiwan’s history
regained power. Its political intention
is not strongly prone to independence
but a vague relationship with mainland
China under the 1992 Consensus, in
which both sides agree that there is
only “one China” but allows each other

to interpret differently and separately

the concept of who is the legitimate
governing body as long as both agree that
there is only one China.® Thus, during the
administration of MaYing-jeou, tensions
between Taiwan and China somehow
abated and cross-straits cooperation
increased.

In a decade, China has rapidly developed
into one of the world powers with its
market becoming extremely competitive.
Given the situation, Tsai Ing-wen from
the DPP party believed a re-orientation
was needed to enable Taiwan to stand
strong amidst the downward trend.Also,
Tsai Ing-wen aims to realize the party’s
political idealism—to weaken the bonds
between Taiwan and China. Thus since
2016, Tsai Ing-wen has been pushing the
New Southbound Policy (NSP), which is
viewed as a new strategic blueprint to
build connection with Southeast Asia,
South Asia, Australia and New Zealand
and to distance Taiwan’s focus away from
China.The recent trade war between
the U.S. and China also gives investors

a reason to relocate from China to

the southbound countries.As a whole,
these three ‘Go South’ policies have the
same intention-- decreasing the capital
inflow into China, along with the political

purpose of reducing China’s influence.

Nowadays, the New Southbound Policy
(NSP) aims to reinforce economic and
trade cooperation, talent exchange,
resource sharing and regional
connectivity.’ There are five major
flagship programs: Regional Agriculture
Development, Medical and Public Health
Cooperation and the Development

of Industrial Chains, Industrial Talent
Development, Industrial Innovation and
Cooperation, and New Southbound
Policy Forum and Youth Exchange
Platform'®.Taiwan’s investment focuses
on Vietnam, Indonesia, Thailand, Malaysia
and Singapore'', mainly on manufacturing
industry and the banking and insurance
sector'? Since international trade and
business'® are what Taiwan’s economy
mainly relies on, being competitive in
the global market with an appropriate
strategy and supportive policy cannot
be overemphasized, especially in the

face of the competition from countries
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like Japan, Korea, China, India, Australia,
New Zealand and so forth, which can

sign FTAs and form an alliance with the
ASEAN more easily without diplomatic

obstacles.

Taiwan has now only two agreements
with the southbound countries: ASTEP
(Agreement between Singapore and

the Separate Customs Territory of
Taiwan, Penghu, Kinmen and Matsu on
Economic Partnership) and ANZTEC
(Agreement between New Zealand

and the Separate Customs Territory of
Taiwan, Penghu, Kinmen, and Matsu on
Economic Cooperation).As a matter

of fact, Taiwan is facing the dilemma of
signing FTAs with these countries, since
China opposed this kind of agreements
that give the impression of state-to-state
relations'¥; meanwhile, ASEAN countries
also dare not challenge China for fear
of losing their trade opportunities and
foreign investments from Beijing. This
will influence Taiwan’s competence
when it has higher cost due to the tariff.
Taiwan acknowledges the importance
of Southeast Asia; thus, challenges ahead

should be discussed.

Challenges that Taiwan Faces
toward ASEAN region and
recommendations

e  Special Diplomatic Status

In 2016, the FDI inward flows in
ASEAN is up to US$98 billion"s.
When countries are initiating
policies to capture in Southeast

Asia market, like the China’s Belt
and Road Initiative and South Korea
New Southern Policy, Taiwan has no
excuse to be out of this competition,
but due to politics and diplomatic
factors, Taiwan finds its way blocked.
Diplomatic factor is always the
biggest obstacle to cooperating with
its neighbors, largely because of the
one-China policy. They find it difficult
to negotiate with Taiwan as they do

not have diplomatic relationship.

In contrast, China, Japan, Korea is
included as ASEAN+3, meaning
that they have better chances to
build the economic partnership
with the ASEAN members and

join the shared platform with one

another. In addition, many of Taiwan
invested industries in Southeast
Asia are overlapped with those of
other countries but Taiwan does
not have diplomatic relations with
ASEAN countries. Namely, how

will Taiwan find the way to be as
competitive as the countries with
diplomatic ties and FTAs and make
their joint ventures compete with
others have already become a
central and urgent issue that the
Taiwanese administration is faced
with.Yet, the diplomatic situation

is even harsher now than before
due to the political issue of the
ruling party — the DPP, which China
cannot tolerate as Beijing insists on
cross-strait unification. On the other
hand, ASEAN countries do not want
to harm their own trade if doing
business with Taiwan when China

is watching closely'é. For example,
in 2016, China publicly criticized
Singapore for undermining its One
China Policy by cooperating with
Taiwan. China tries to discourage
Singapore from forming ties with

Taiwan by warning or taking some
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actual actions; thus, Taiwan has

much more difficulties and the
competition is fierce when countries
around are also putting forth the

Southeast Asia policy.

Therefore, having good cross-strait
relation with China is a big issue
ahead of building good relations
with ASEAN countries. It is a crucial
premise for Taiwan when dealing the
international affairs with any other
countries, especially as there has
always been rivalry between Taiwan
and China in Southeast Asia. To have
a better negotiation with the ASEAN
countries, resolving the cross-strait
relation comes first and cannot be

overlooked.
Liberal Democracy Feature

To begin with, when Taiwan attempts
to enter FTA negotiations with
ASEAN countries, in addition to
diplomatic problems, domestic
public opinion is also important.
Taiwan is a liberal democracy, of
which its citizens’ voice counts a lot.
According to the criteria for Most
Favored Nation (MFN) and the
National Treatment, it is a matter of
give and take. Everything is a double-
edged sword, that is, if Taiwan were
not to have a FTA, high tariffs would
be imposed on some products

such as steel. Also, agriculture may
become even more vulnerable and
less competitive compared to the
imported products if the agricultural
sector must open up.This may
arouse people awareness and raise
intensive debates around Taiwan.
Taiwan is a liberal society with the
right of free speech; thus, to date,
there have been several protests
against entering the WTO or signing
economic cooperation agreements.
Indeed, during 2003-2004, there
were a number of ‘Rice Bombing’
incidents, whereby protesters
planted bombs along with the notes
of “no importing rice” in public
areas to urge the administration

not to enter the WTO as it would

harm domestic agriculture. In
addition, the signing of the Economic
Cooperation Framework Agreement
(ECFA) with China has long been

an uncompleted task since 2010,
with people protesting against

the harm to domestic industries

and hazard to Taiwan’s interest'’.
Generally speaking, as Southeast Asia
has the agriculture advantage over
Taiwan, the negotiation of economic
cooperation agreements should be
dealt with carefully considering both
domestic and diplomatic aspects.

Second, the continuity of the policy
will also be challenged by changes
in administration, which is one of
the characteristics of the liberal
democracy. The two main political
parties in Taiwan have the opposite
attitude towards cross-strait relation
— the Democratic Progressive Party
(DPP), which is independence-
leaning, holding the belief that Taiwan
is an independent sovereign state;
on the other side, Kuomintang
(KMT) agrees on the 1992
consensus, choosing to maintain a
vague relationship with China; thus,
China also has its own opinion
upon the two parties, adjusting its
stance depending on which party

is ruling. The arguments will have a
great impact on diplomatic aspect,
especially the continuity of the

NSP and the development process.
The term of the mandate for the
ruling administration in Taiwan

is four years, nonetheless, the
achievement of the policy should
be ongoing in the long term.That

is to say, New Southbound Policy
may be questioned and its renewal
is dependent on who wins the next

Taiwanese elections.

Last but not least, given that
ASEAN countries are different
from one another, each having

its respective culture, language,
politics, and so forth, it is a must
to cultivate professionalism of the
diplomatic staff so as to go deep
into each state, which calls for long

periods of training and experience
accumulations. Now in Taiwan,
there are only eight universities,
two official institutions and two
private ones that concentrate on
Southeast Asia studies'®. It seems
that there is still a long way to

go when it comes to producing
enough related professional talents
with the necessary understanding
of Southeast Asia. In a word, the
personnel training should not be
interrupted and stopped due to
changes in administration since it
is a long term investment. In short,
to have good development in the
ASEAN region, the policy should
continue to go on regardless of
which party holds power.

Conclusion

The hopes that Taipei witness are the
market and the great potential ahead that
Taiwanese companies can capture and
expect in Southeast Asia. The challenges
that it face are the tariff barriers when
trying to enter the market and the
sensitivities of Beijing. It is a responsibility
for the Taiwanese administration
concerned to be sure of having

enough experts in ASEAN countries,

and to negotiate favorable economic
cooperation agreements so as to make
Taiwanese businesses competitive in a
better environment with less obstacles
and limitations.To conclude, the
continuity of the New Southbound policy
and the relation with China should be
taken care of by Taiwan’s administration

regardless of which party is ruling.

The implementation of the New
Southbound Policy calls for long-term
strategies and full understanding of the
main countries in Southeast Asia and
good cross-strait relation. Maybe this
is one of the very issues that Taiwan
has to deal with prior to any external

cooperation.
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n her inaugural speech on May
20,2016, Tsai Ing-wen announced
a new approach for Taipei’s
external economic policy, called
the New Southbound Policy,
which targets the ten countries of the
Association of Southeast Asian Nations
(ASEAN) amongst others. Aside from
promoting closer economic cooperation,
what separates the New Southbound
Policy from Taipei’s previous Southward
Policy in 1990s and early 2000s is its
emphasis on people-centric strategy to
sustain economic benefit and build mutual
understanding.' Despite the critics that
point to the policy as a competitor to
China’s One Belt One Road initiative,
the New Southbound Policy has been
framed mainly as Taipei’s strategy to
avoid “overreliance on a single market”
by expanding the “scope and diversity of
Taiwan’s external economy,” as well as to
expand people-based relations through a

soft policy.

The New Southbound Policy has been
welcomed in Southeast Asia. However, it is
not without challenges. Taipei’s engagement
with Southeast Asian countries remains
limited due to its unique political standing
and the influence of the ‘One China’
principle. Since entering into diplomatic
relations with Beijing, ASEAN countries
terminated formal diplomatic ties with
Taipei. Moreover, unlike China who has
been part of ASEAN’s full dialogue partners
since 1996, Taipei has been excluded

from the formal ASEAN mechanism.?

The Southbound policy’s success is also
questionable as China remains Taipei’s
biggest trading partner, accounting for

more than 30 percent of Taipei’s total

trade.* Furthermore, the alliance between
the United States and Taipei, and Beijing’s
disapproval of it, has also raised the
concern over the stability of the region.®
Yet, against these hurdles, ASEAN
countries continue their engagement

with Taipei.Why is that? How do ASEAN
countries actually view their relations with
Taipei? This article seeks to address the
questions by examining ASEAN countries’
general position in their engagement with
Taipei. It argues that ASEAN countries’
approach to the island generally remain
pragmatically cautious as they seek to
sustain valuable economic partnership with
Taipei and at the same time maintaining
their commitment to the status quo to

avoid instability in the region.

ASEAN countries’ relations with

Taipei: economic first

It is not surprising that ASEAN member
states were chosen to be the main

anchor for the New Southbound Policy.
Historically, since 1994, when Lee Tenghui
officially launched the “Go South” policy,
Taipei has been consistently trying to boost
its ties with Southeast Asian countries

in order to prevent overdependence on
China’s economy.® Under the current Tsai
Ing-Wen’s administration, Southeast Asia
has also been emphasised as Taipei’s main
external policy focus, not only to sustain
trade and investment ties, but also to boost
the tourism sector and people-to-people

relations.”

From Taipei’s standpoint, the region has
become particularly attractive due to its
rapid economic development. ASEAN
countries’ abundant young labour forces,
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combined with their natural resources
endowment, are seen to provide valuable
economic potential for investment.?
Collectively,ASEAN countries have
become Taipei’s second largest export
market and investment destination.’ As
of September 2018, a total of 699,379
workers from Indonesia, Philippines,
Thailand, and Vietnam migrated to Taipei
and have taken different roles in various
industries, including agriculture, textiles,
electronics, and service sector.'® In
education, Taipei has added the quota of
scholarships for Malaysian and Indonesian
students to increase the number of ASEAN
students studying at universities there."!
In tourism, the number of tourists from
ASEAN countries has reportedly grown
by 16 percent between 2015 and 2016,
supported by Taipei’s initiatives such as visa
exemption and development of Muslim
friendly facilities.'?

On the other side, Taipei has not become
ASEAN Countries’ main partner. Despite
ASEAN countries’ standing as the second
largest outward direct investment (ODI)
destination and trade partner; its share
was far below China. ASEAN-6 (Singapore,
Vietnam, Malaysia, Indonesia, Thailand,

and Philippines) only accounted for 13
percent of Taipei’s total ODI, whilst China
accounted for 62 percent of it. On trade,
ASEAN-6 only accounted for about 15
percent, which was only half of China

and Hong Kong’s share."* Meanwhile in
Southeast Asia, Taipei’s total trade only
accounted for 4.2 percent of ASEAN’s
total trade, only a third of China’s total
trade, which reached 15.2 percent." Taipei'’s
share of total FDI inflows in ASEAN (1.9

percent) was also not significant compared
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to Japan (12.9 percent), United States (12.8
percent),and China’s (6 percent) share.'s

In addition, Taipei’s engagement with
Southeast Asia has not reached the region
evenly. Its economic connectivity remains
concentrated in Singapore, which is the
only member of ASEAN who has a free
trade agreement with Taipei. About 42
percent of Taipei's ODI and 3| percent of
its trade in the region was concentrated

in Singapore.'¢Vietnam is the second
biggest partner for Taipei in ASEAN,
accounting for 37 percent of ODl and 16
percent of total trade in the region, with
particular concentration on manufacturing
industries."” Meanwhile in Malaysia,
Thailand, the Philippines, and Indonesia,
Taipei’s investment remains very small, each
accounting for only about 4 to 6 percent of
the island’s total ODI in the region.'®

Similar to the trade and investment pattern,
Taipei has also not contributed significantly
to ASEAN's tourism sector. Tourists coming
from Taipei only accounted for about 2
percent of the total tourists in the region,
which was way below China with total
share of 17 percent in 2015."° In education,
students from ASEAN countries also still
prefer to go to countries such as United
Kingdom,Australia, United States, and Japan
compared to Taipei.® Conversely, it seems
like the ASEAN region is not amongst the
top education destinations of students
from Taipei, and it is still not clear whether
Taipei’s authorities encourage its students
to study the region that has increasingly
been seen as one of its important partner.

The above numbers indicate that Taipei and
ASEAN countries ties remain primarily

in the economy. Despite the low share

of Taipei’s trade and investment in the
region, the island remains an attractive
partner for ASEAN countries due to its
comparative advantage in industrialisation
and technology.?' Furthermore, Taipei is
still one of the most popular destinations
for ASEAN countries’ migrant workers
to improve their welfare. Accordingly,
Taipei is seen primarily as an economic
actor and the partnership with them is
mainly driven by pragmatic economic
consideration.Whilst it is still too soon to
call whether the New Southbound Policy

has been successful in achieving all of its
goals, the commitment from Taipei and the
targeted ASEAN countries to implement it
indicates both parties’ interest to maintain
the continuity of their relations. Overall,
the centrality of economic sector in policy
framing has enabled the New Southbound
Policy to be well received by ASEAN
countries and sustained the engagement
between Taipei and the region.

Not just economic, the New Southbound
Policy also has some political implications
for ASEAN countries. The next section
elaborates on that point and explains

the general political standing of ASEAN
countries in accepting the New

Southbound Policy.

Handle with care: Southeast Asia’s
cautious engagement with Taipei

Other than being emphasised as economic
cooperation, the New Southbound

Policy has also been framed as a friendly
political engagement.The absence of
formal diplomatic relations with ASEAN
countries has pushed Taipei to creatively
foster bilateral engagement through other
channels. For example, the Taipei authorities
endorses collaboration between local
governments through “city diplomacy”

to support business relations, trade, and
investments between cities in the island
and Southeast Asia.”? Collaboration
between civil society organisations (CSOs)
and non-governmental organisations
(NGO:s) has been endorsed to forge
regional network and deepen the ties
between Taipei and ASEAN countries.”
Furthermore, the New Southbound

Policy has also been carefully designed as

a strategy to diversify Taipei’s cultural and
economic linkages in the region, not to
compete with China’s One Belt One Road
initiative or to replace cross-strait ties.**
The policy is framed to be an exercise of
soft power, which rests on the principle

of mutual benefits and enhancement of
socio-cultural relations through intensifying
people-to-people relations. It has become
a tool for Taipei to escape isolation and
remain active, particularly to forge closer
attachment with various countries and
play a more important role in regional

prosperity and stability.?® It was this careful

framing of the New Southbound Policy that
makes it acceptable for ASEAN countries.

Political framing of Taipei'’s policy towards
ASEAN countries matters because

the region is particularly interested in
maintaining stability and staying out of
direct confrontation between any major
powers, including China.As a region that
has often become a stage for power
competition between countries who seek
political or strategic influence, Southeast
Asian countries have generally refer to
ASEAN mechanism, principles, and norms
to guide the way they interact with each
other and external actors so it will not
trigger geopolitical competition that

might turn the members into rivals and
disturb the momentum of nation building
and economic development.? ASEAN’s
priority in safeguarding regional stability, its
openness and willingness to engage with
different external actors as to maintain
peace and inclusivity, as well as its strong
interest to maintain autonomy through
the principle of non-intervention and
consistent proactive roles in managing
regional problems, are considered to be
part of the key features that have informed
the way Southeast Asian countries build
relations with other parties.” Despite many
criticisms, ASEAN mechanism has actually
been very helpful to provide predictability
and a sense of homogeneity of Southeast
Asian countries’ general attitude and
interest when dealing with external actors.
Accordingly, ASEAN countries’ acceptance
of the New Southbound Policy and their
overall engagement with Taipei can also

be explained as a reflection of these key

priorities and principles.

Essentially, Taipei is seen primarily as an
economic actor and partnership with

the region is mainly driven by practical
consideration of mutual benefit from their
economic cooperation. However, mutual
benefit alone is not sufficient. ASEAN
countries put regional stability as a high
priority, so whilst every member state is
free to enter into any partnership that is
deemed to be mutually beneficial, they
should also make sure that the partnership
would not threaten the stability of the
region. In this regards, Taipei will be
perceived as a good friend and the New



Southbound Policy will be welcomed in
the region as long as the relations will not
disrupt regional stability. With particular
priority in the economic sector and
Taipei’s careful move to emphasise that
the policy is not meant to be a political
tool to compete directly with China, the
acceptance of the New Southbound Policy
is not seen to be a violation to the ‘One
China Principle, thus it is not something
that is particularly threatening to the
political stability in the region. It will be
interesting for further research to test this
assertion and evaluate it against China’s
perception of the policy in the region.

For ASEAN countries, there is also a
perception that relation with Taipei and the
implementation of the New Southbound
policy will send a signal, particularly to
China, that their interests matter and that
the link with Taipei is valued in the region.
Put simply, ASEAN countries are arguably
displaying a signal of autonomy to China
when they enter into partnership with
Taipei through the New Southbound Policy.
Whilst remaining cautious to the possible
backlash that could result from closer
partnership with Taipei, ASEAN countries
have also shown notable determination to
display their independence and inclusivity
to welcome any actor that they deemed
valuable to their interests. This display

of autonomy, however, continues to be
challenging, and quite possibly dangerous,
as there are still some vital interests in the
region involving China’s strategic security
position in the South China See as well

as their economic presence as one of the
biggest partners in trade and investment.
ASEAN countries and Taipei should always
remain cautious about this.

Links with Taipei is also seen as important
to the perceived cultural ties, which came
from the people-to-people relations
fostered by overseas Chinese living in

the region and migrant workers who

live in Taipei. Networks of overseas
businesspeople from Taipei (taishang),
which have been present for decades

in Southeast Asian countries, have ease
the connection to foster the business
relations.? Relative cultural similarities have
also seen as a contributing factor to foster
the economic relations as adjustment to

social condition is relatively easier.The
anti-Chinese sentiment in some Southeast
Asian countries is, indeed, one of the
biggest challenges to protect the rights of
overseas Chinese in the region and sustain
good bilateral relations between Taipei and
ASEAN countries.The New Southbound
Policy’s strong commitment in the people
connection should also be directed to
nurture mutual understanding and ease this
sentiment in order to support business and

investment in the region.

On the other side, migrant workers

from ASEAN countries have existed for
years in Taipei, some even settled as a
permanent residents and build families with
local people, forming cultural and social
understanding which could potentially

be used to form a sense of community
amongst the people.Although there has
not been an elaborate research about

the impact of Southeast Asian people
presence as residence in Taipei, concluding
from general observations, it seems like
local people have become familiar with
Southeast Asian countries, particularly

the culture and the people, through their
everyday interactions with Southeast
Asian people. Some local people have also
shown special interest to learn more about
Southeast Asian countries, including the
language and the culture.This particular
kind of bond should be further developed
to support the economic and political
side of the partnership as both Taipei and
ASEAN put strong emphasise on the
people element in their policy priority.

Going forward with the partnership,
ASEAN countries and Taipei should remain
cautious to China’s political and economic
influence in the region.Taipei’s disputed
sovereignty and both parties’ relative
dependence towards China’s economy are
the main factors that make them vulnerable
to possibility of China’s coercion.Whilst
this obstacle could potentially hinder
deeper partnership between Taipei and
ASEAN countries, both parties could
always try to take advantage of the
development of multilateral institutions

as well as advancement of technology to
sustain economic partnership, exchange

of information, and people’s connection

in order to move forward with the
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relationship. Taipei should also make
more efforts to understand how ASEAN
works and how the institution has shaped
interaction in the region to design more
precise approach to engage with ASEAN
countries and prevent misunderstandings.
Taipei should understand that ASEAN
countries generally have the interest to
remain neutral and autonomous in the
middle of its sovereignty dispute with
China. For that reason, it is best for Taipei
to maintain reasonable expectations and
not to push for deeper political attachment
to ensure the New Southbound Policy
could be implemented in tandem with
stable relations with China as well as
Southeast Asia.

Conclusion

Within the ASEAN region, Taipei is
deemed to be a valuable economic partner.
However, due to China’s persistent

strong political and economic influence,
Taipei’s unresolved dispute with Beijing,
which is viewed as a potential threat to
regional stability, remains to be one of the
most challenging obstacles for Taipei and
Southeast Asian countries to deepen their
ties.This is the main reason why the New
Southbound Policy should continue to be
presented mainly as economic partnership
that follows ASEAN norms and principles
in maintaining regional stability. Taipei’s
understanding and support to ASEAN’s
norms and principles will also be helpful

to navigate the strategy to deal with ten
very diverse nations. In the future, it will be
interesting to pay a close attention to the
dynamics of domestic politics in the region,
including the implication of Malaysia’s
current election, the upcoming Indonesia’s
presidential election as well as the prospect
of Vietnam’s new leadership, and whether
they will shift the perception and interest
towards Taipei and the New Southbound
Policy. The dynamics in the South China
Sea as well as the changes in the Indo-
Pacific region should also be considered

in analysing the future of the New
Southbound Policy and Taipei's engagement
with Southeast Asia. Overall, against all the
odds, as Taipei and ASEAN countries have
managed to sustain their attachment to
this point, opportunities to continue and
improve the relations remain positive.
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Indonesia says Death toll in

Sulawesi quake rises past 2,000

The Washington Post,

9

“JAKARTA, Indonesia — The death toll
from the earthquake and tsunami on
Indonesia’s Sulawesi island has climbed past
2,000, the disaster agency said Tuesday, as
authorities prepared to end the search

for thousands of victims feared buried

in mud and rubble in the hardest-hit

neighborhoods.”

Agency spokesman Sutopo Purwo
Nugroho said the toll from the Sept. 28
twin disasters had climbed to 2,010. He
said authorities will hold prayers Thursday
to mark the end of the search in the
Petobo, Balaroa and Jono Oge areas of Palu
city, where the quake caused loose soil to
liquefy, swallowing houses and burying the

occupants with them.

Why it matters:

On Friday, 28 September 2018, Sulawesi
Island was hit by a 7.4 magnitude earthquake
and tsunami, particularly hitting the towns of
Palu, Sigi, and Donggala —As of 10 October,
the death toll had reached 2,010.There are
also 671 people reported missing. The figure
will likely increase as many bodies remain
buried or have not been found.

As a country that is prone to disaster,
Indonesia is lacking an early warning
system.The National Disaster Mitigation
Agency (BNPB) spokesman, Sutopo
Purwo Nugroho, mentioned that the early

detection tsunami buoys have not been
working since 2012. Indonesia used to have
22 buoys and these buoys should have
been connected to a seafloor sensor and
transmit advance tsunami warning to the
Indonesian Meteorology and Geophysics
Agency (BMKG). However, the buoys

were suspected to have been disabled by

vandalism or stolen by fishermen.

There is also the issue of funding that meant
related institutions could not maintain the
equipments.The Agency for the Assessment
and Application of Technology (BPPT) has
calculated the budget for installing the buoys,
stating that in order to install four buoys, the
Government needs Rp 20 billion and another
Rp 10 billion for emergency maintenance.
Hence, the total budget needed for four
buoys is Rp 30 billion. If Indonesia has 22
buoys, it means the Government should
prepare at least Rp 165 billion.

Aside from the lack of early warning
system, another issue highlighted during
the post-disaster recovery is how the
Government manages foreign aid in
Sulawesi.After the disaster; other countries
have been quick to respond by giving
assistance to Indonesia. The Government
has received foreign aid from countries
such as South Korea, New Zealand, the US,
Japan, Malaysia, and Japan.This assistance is
coming both from foreign governments as
well as foreign non-government bodies.

https://www.washingtonpost.com/world/asia_pacific/indonesia-says-death-toll-in-sulawesi-quake-rises-to-2010/2018/10/09/
0ad20c22-cba3-11e8-ad0a-0e0lefba3cc|_story.htmllutm_term=.48ab4d7fa8c6, 9 October 2018

Some international NGOs also sent

their staff to assist in the recovery
process, however there have been news
mentioning that some independent foreign
aid workers were asked to leave the
country by the Government of Indonesia.
The Government argued that foreign
citizens are not allowed to 'go directly to
the field’ but must conduct all activities

in partnership with local partners. A
spokesperson T the Indonesian Foreign
Ministry explained that foreign aid
workers must coordinate with national
team, local agencies, or non-governmental
organizations that take part on rescue
and recovery efforts. The policy aims to
make the role and functions of foreign

aid workers clear so that their assistance
will not hamper any rescue and recovery
efforts.While the aim of the policy is
understandable, the Government should
communicate it well in order to reduce any
miscommunication with other countries
as the ongoing rescue effort should take
precedence.
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Indonesia opens 2018 Asian Para
Games In heartwarming ceremony

The Jakarta Post

i

7 October 2018

“Indonesia kicked off the 3rd Asian Para
Games at the Gelora Bung Karno (GBK)
Main Stadium in Senayan, Jakarta with

a heartwarming ceremony on Saturday
evening [6 October 2018].A gigantic
“DISABILITY” sign was placed in the
middle of the main stadium. Standing

in front of the sign was President Joko
“Jokowi” Widodo, Indonesian archer Abdul
and a young wheelchair user called Bulan.

Arrows were then shot into the air
and all at once the “DIS” letters in the
sign were shattered, leaving“ABILITY” intact
in the middle of the stadium, making the
spectators in the venue roar.”

Why it matters:

After the Asian Games concluded earlier
last month, Indonesia is hosting another
major sporting event which is the Asian
Para Games from October 8 to 16,2018.
The event is expected to host 2,831
athletes from 42 countries competing in 18
sports. In order to accommodate people
with disabilities, the government needs to
provide 300 disability-access Transjakarta
buses and transportation from the athlete

village to the various venues.

The sporingt event plays an important
role in raising awareness of the rights and
opportunities for people with disabilities,

especially in Indonesia. Indonesia is a party

to the UN Convention
on the Rights of
Persons with Disabilities
(UNCRPD) and ratified
the convention in 201 I.
Therefore, Indonesia
needs to implement

the CRPD and develop

The government has
issued several laws that
relate to disability, such as
social welfare and public

services.

However, despite these
existing policies, the
implementation of the policies remains
weak. For example, in the case of Indonesia,
there are not many public transports or
pavements that are ready to accommodate
people with disability. The lack of
infrastructure to support them will hinder
their involvement in society. In addition,
people with disabilities also have barriers

in accessing education. Some people also
get rejected in public schools. Only a few
of them have managed to complete their

education until university level.

In a broader context, ASEAN has also paid
attention to the welfare of the people with
disabilities. ASEAN, through the Task Force

INDONESIA

policies that are inclusive
for people with disabilities.

ASIAN

PARA
GAMES

http://www.thejakartapost.com/news/2018/10/07/indonesia-opens-20 | 8-asian-para-games-in-heartwarming-ceremony.html,

on the Mainstreaming

of the Rights of Persons
with Disabilities in the
ASEAN Community,

has finalized the ASEAN
Enabling Masterplan 2025:
Mainstreaming the Rights
of Person with Disabilities
that later will be adopted
by the ASEAN Leaders

in November 2018.
Nevertheless, developing
and implementing a
regional plan will be
challenging due to
different government
system, culture, and
ethnicities.

The 2018 Asian Para Games remind us that
further efforts need to be taken to help
improve the welfare of the people with
disabilities. The Indonesian government and
other Southeast Asian governments should
not only give attention to the disabled
people when there is a specific event.They
need to continue developing infrastructure
and environment that can accommodate
disabled people. Moreover, not only
government, private sectors,and society

in general must also aware of the rights of
people with disabilities. They also need to
have the same opportunities and deserve
to have a better living.
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The ASEAN Studies Program was established on February 24, 2010, to become

a center of excellence on ASEAN related issues, which can assist in the
development of the ASEAN Community by 2015. The Habibie Center through its
ASEAN Studies Program, alongside other institutions working towards the same
goal, hopes to contribute to the realization of a more people-oriented ASEAN

that puts a high value on democracy and human rights.

The objective of the ASEAN Studies Program is not merely only to conduct
research and discussion within academic and government circles, but also

to strengthen public awareness by forming a strong network of civil society

in the region that will be able to help spread the ASEAN message. With the
establishment of ASEAN Studies Program, The Habibie Center aims to play its
part within our capabilities to the ASEAN regional development.
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