The Habibie Center

ASEAN Studies Program

ASEAN BRIEFS
Vol. 2 / Issue 2 / October 2014

Removing Infrastructure
Bottlenecks to Increase Indonesia’s
Competitiveness towards the
ASEAN Economic Community

ASEAN Briefs is a regular publications about current
development on ASEAN regionalism, especially in the
Political-Security, Economic as well as Socio-Cultural
Pillars.

The Habibie Center
ASEAN Studies Program ASEAN Briefs
Project Supervisor:
Rahimah Abdulrahim
(Executive Director)
Hadi Kuntjara
(Deputy Director for Operations)
Program Coordinator/Editor:
A. Ibrahim Almuttaqi
Researcher:
Steven Yohanes P.
Fina Astriana
Wirya Adiwena
Finance and Administration:
Rizka Azizah
Design and Publication:
M. I. Qeis

SUMMARY
Facing the ASEAN Economic Community, which takes into effect on
December 31, 2015, requires high competitiveness in order to gain the benefits
from it. Among ASEAN member countries, Indonesia is one of the countries
which have low competitiveness. This is due to insufficient infrastructure
in Indonesia. The government of Indonesia is facing many obstacles in
developing infrastructure. This edition of ASEAN Briefs shows that there
are at least four main problems hindering infrastructure development
in Indonesia, namely: financing issue,land acquisition problem, lack of
capacity in implementing projects, and lack of coordination.If the upcoming
government does not resolve those problems, Indonesian companies will
struggleto compete with other ASEAN member-states when the ASEAN
Economic Community takes place.
Therefore, this ASEAN Briefs will (1) examine Indonesia’s current state
of readiness ahead of the ASEAN Economic Community 2015 in terms of
infrastructure and competitiveness, (2) the obstacles and challenges facing
the new government in developing infrastructure, and (3) give possible
recommendations to the new government in order to increase Indonesia’s
infrastructure and competitiveness ahead of the ASEAN Economic
Community 2015.

The Habibie Center - ASEAN Studies Program
Jl. Kemang Selatan no.98, Jakarta 12560 Indonesia
( P ): +62 21 7817211 ( F ): +62 21 7817212

The Habibie Center

countries. Singapore, Malaysia, and Thailand have better
infrastructure with the report showing that Singapore
is ranked second in terms of infrastructure, followed by
Malaysia, Thailand, and Indonesia (Table 1).

Introduction
The ASEAN Community that will come into effect by the
end of 2015 is built upon three pillars, one of which is the
ASEAN Economic Community. As the new government
of Indonesia takes office in October 2014, it will be
both confronted by numerous economic challenges and
be presented with several opportunities in the ASEAN
Economic Community pillar.

In terms of road infrastructure, Indonesia’s length of
toll road was 778 km in 2012. This was shorter than
Malaysia (7.000 km) and China (65.065 km).2 Moreover,
the quality of road in Indonesia is ranked 72nd out of 144
countries. This lags behind Singapore (6), Malaysia (19),
and Thailand (50).3 The road infrastructure development
in Indonesia also varies in each island. In 2009, the road
network in Sumatera and Java accounted for 59% of the
total road network in Indonesia. On the contrary, Maluku,
West Nusa Tenggara (NTB), East Nusa Tenggara (NTT) and
Papua only make up for 13% of the total road network.4
The data therefore shows that there is an infrastructure
development gap between western and eastern Indonesia.

Compounding the pressure to address these challenges
and opportunities is the fact that from the moment of
his presidential inauguration on October 20, 2014 to the
realization date of the ASEAN Community on December
31, 2015, Indonesia’s new leader Joko Widodo will have
just over a year left to prepare the country’s readiness
for the ASEAN Economic Community. Given the huge
task facing the new government and the limited time
remaining, it is apparent that the issue of Indonesia’s
readiness for the ASEAN Economic Community 2015 is a
critical one.

Developing road infrastructure is crucial since the demand
for road services is increasing. According to the World
Bank data, there were 34 vehicles per km in road in 2011.
This meant that the volume gradually increased from
20 vehicles per km in road in 2004.5 However, the road
development in Indonesia still cannot keep pace with the
increase in the number of vehicles especially in big cities
such as Jakarta, Surabaya, and Medan.

One of the prerequisite for ASEAN member-states to
benefit from the ASEAN Economic Community is to
have high competitiveness. Unfortunately, Indonesia’s
competitiveness is still low compared to several ASEAN
member-states.One major factor that hinders Indonesia’s
competitiveness is poor infrastructure.

For seaport infrastructure, based on American Association
of Port Authorities (AAPA) data, only TanjungPriok port
is among the list of the 100 biggest ports in the world.
Unfortunately, the capacity of TanjungPriok is still lower
than Singapore and Malaysia’s port. In 2012, TanjungPriok
- as the biggest port in Indonesia -only had a capacity
of approximately 6 milliontwenty-foot equivalent units
(TEU)per annum.Meanwhile Singapore had 30 million
TEUs per annum, whilst Port Kelang and TanjungPelepas
in Malaysia had 10 million TEUs per annum and 7 million
TEUs per annum respectively.6 As a maritime country
with a coastline length of 95.181 km, large ports capacity
is important.Aware of the situation, the government
has begun a project to increaseTanjungPriok’shandling
capacityby up to 12 TEUs per annum by 2017.7

Infrastructure Development in Indonesia
Over the past ten years, Indonesia’s competitiveness has
actually improved. According to Darwin TrisnaDjajawinata,
Director of Projects Development and Advisory of PT.
Sarana Multi Infrastruktur, this was due to the stability of
the country’s GDP growth, improvements in Indonesia’s
infrastructure and connectivity, and better governance.1
Nevertheless, the current competitiveness is still low
compared to several ASEAN member-states. Based on The
Global Competitiveness Report 2014-2015, Indonesiais
ranked 34th out of 144 countries. This position is below
Singapore (2), Malaysia (20), and Thailand (31). One
major factor that hinders Indonesia’s competitiveness
is poor infrastructure when compared to other ASEAN

Besides road and seaports, the development of airports
infrastructure also faces substantial challenges. For the

Tabel 1.Global Competitiveness Index 2014-2015 : Infrastructure
No.

Country

1.
2.
3.
4.

Singapore
Malaysia
Thailand
Indonesia
The
Philippines
Vietnam
Lao PDR
Cambodia
Myanmar

5.
6.
7.
8.
9.

2
20
31
34

Quality
of Overall
Infrastructure
5
20
76
72

52

95

87

80

101

68
93
95
134

112
66
109
138

104
68
93
134

52
98
94

88
129
97
125

Overall
Rank

6
19
50
72

Quality of
Railroad
Infrastructure
12
74
41

Quality
of Port
Infrastructure
2
19
54
77

Quality
of Roads

Source : World Economic Forum (2014)
Note: Only 9 ASEAN Member States’ data available on The Global Competitiveness Report 2014 − 2015
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past 5 years, the number of air passengers in Indonesia
increased significantly to 85 million people in 2013 from
27 million people in 2009.8 This development forces some
Indonesian airports to run beyond their capacity. Hence,
some of airports in Indonesia are already overcrowded.
In response to this, a number of airports have begun
upgrading themselves. Among them, two are especially
important: Soekarno-Hatta airport in Jakarta—Indonesia’s
largest airport—has begun a major upgrade to double its
capacity in 2013 and is projected to complete in 2015;
while Medan has seen the completion of a new Kuala
Namu Airport to replace the old Polonia airport.9 While
theseare positive initiatives, the implementation of the
projects did not proceed without problems. For example,
the improvement of Surabaya’s Juanda International
Airport capacity fell behind its passenger growth rate.10
Moreover, the projected completion of NgurahRai Airport
improvement in 2013 was also delayed until later in
2014.11

17.499 islands. However, the government should not let
the logistic costs become too high.
Table 2. Logistic Performance Index 2014
Country

LPI Rank

LPI Score

1.
2.
3.
4.
5.
6.
7.
8.
9.

Singapore
Malaysia
Thailand
Vietnam
Indonesia
The Philippines
Cambodia
Lao PDR
Myanmar

5
25
35
48
53
57
83
131
145

4.00
3.59
3.43
3.15
3.08
3.00
2.74
2.39
2.25

Source : World Bank (2014)
Note: Only 9 ASEAN Member States’ data available on The Logistic
Performance Index Report 2014

Moreover,
since
transportation
infrastructure
development is lagging and only concentrated in Java and
Bali, transportation cost is also soaring for production and
inputs.19 High logistic costs and transportation costs will
lead to high price of Indonesian products.

At the same time, other ASEAN countries are also making
improvements to their airports. Leading this is Singapore’s
Changi Airport that has embarked on a project to double its
current capacity of 70 million passengers by 2017.12Based
on that fact alone, Indonesia will automatically already
lags behind Singapore.

The lack of sufficient infrastructure also hurdles the
delivery process especially in the delivery of horticultural
products. Since these products are perishable and easily
deteriorating, the delivery process should take place in
a timely manner. Unfortunately, according to McKinsey
Global Institute, insufficient infrastructure makes almost
50% of production lost during the delivery process.20

Overall, Indonesia’s infrastructures quality is still lower
than other ASEAN member statessuch as Singapore,
Malaysia, and Thailand (Table 1).

Negative Impact of Inadequate Infrastructure

Price disparity is another negative impact ofpoorly
performing infrastructure.For example, according to A.
Tony Prasetiantono, Director of Center for Economic and
Public Policy Studies, Gajah Mada University, cement
prices in Papua is Rp 1,5 million per bag which is almost25
timesmore expensive than cement price in Java which is
Rp 60.000 – Rp 70.000 per bag.The cement needs to be
delivered from Jayapura to Wamena since it cannot be
delivered through land transportation because there is
no road between the two cities. As it has to be delivered
through air transportation thus the price is expensive.21

Insufficient infrastructure does not only reduce Indonesia’s
competitiveness but it is also preventing Indonesia from
achievingits potential economic growth. KarstenFuelster,
International Finance Corporation (IFC) senior investment
officer said,“Lack of infrastructure results in bottlenecks,
hampering future growth opportunities”.13According
toNdiaméDiop, Lead Economist of The World Bank during
the Seminar “Indonesia: Avoiding The Trap”, Indonesia
lost 1% of economic growth each year for the past few
years due to low infrastructure investment.14Furthermore,
based on McKinsey Global Institute analysis, a 1%
infrastructure investment will create 700.000 direct and
indirect jobs in Indonesia.15Hence, Indonesia will lose the
opportunity to create more jobs for every 1% decrease in
infrastructure investment.

In addition to that, price disparity sometimes encourages
people to import foreign products rather than buying local
products. According to SjamsuRahardja, Senior Economist
of The World Bank, the reason for this is that foreign
products are cheaper to import than local products
although it is transported domestically from other islands
in Indonesia.22This fact shows us that connectivity within
Indonesia is very poor and limited due to insufficient
infrastructure.

Inadequate infrastructure has created high cost economy
due to high transportation and logistics costs. Logistics
cost in Indonesia was recorded at 27% of GDP. This is
higher than Malaysia (15%), Japan (10,6%), and the United
States (9,9%).16 According to the Chairman of Indonesian
Logistics Association (ALI), ZaldyMasita, logistics costs were
supposed tobe no more than 15%.17In addition, among
ASEAN member states, Indonesia’s logistic performance
is lower than Singapore, Malaysia, Thailand, and Vietnam
with a score at 3.08 (Table 2).18Indonesia is ranked 53th
out of 160 countries. Realistically, it is hard for Indonesia
to have the same low logistic cost as a continental country
if we recall that Indonesia is a maritime country with
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Another problem created from poor infrastructure is
traffic congestion.Due to cheap fuel price, people tend to
buy private cars. However, the development of roads in
Indonesia cannot keep pace with the increase in number
of vehicles. Among the big cities in Indonesia, Jakarta is
one the city which faces gridlock. Based on McKinsey
Global Institute, the congestion cost in Jakarta in 2010
reached $5,2 billion; higher than the previous year which
was recorded at $4 billion.23 The costs consequently leads
to lost in productivity and fuel consumption.
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Businessmen in Indonesia already complain about poorly
performing infrastructure. Ivan Iskandar Batubara,
Chairman of Indonesian Chamber of Commerce
(KADIN) of North Sumatera, stated that due to the poor
infrastructure, production costs in Indonesia is high thus
competing with other countries would be hard.24If the
upcoming government does not resolve this issue it will
result in Indonesian companies struggling to compete
with Singapore and Malaysia when the ASEAN Economic
Community takes place.

According to the Head Commissioner of Financial Service
Authority, Muliaman D. Hadad, it was important to find
another source of financing such as insurance, capital
market, and pension fund.30Those non-bank financial
institutions can provide long-term fund which is needed
to finance infrastructure projects. Unfortunately, at the
moment this is still limited.
Second, instead of availability of long-term fund,
infrastructure projects also need low interest rate fund.
Unfortunately, lending rate in Indonesian banking sector
is relatively higher than other ASEAN countries. From the
World Bank data, the lending rate in Indonesia in 2013
is 11,7%, higher than Singapore (5,4%), Malaysia (4,6%),
and Thailand (7%).31 Although infrastructure financing still
rely on the banking sector, high lending rate can increase
the financial burden of the projectssincehigh lending rate
means high borrowing cost.

Infrastructure Development Challenges
in Indonesia
The Indonesian government facesmany infrastructure
challenges. There are at least four main problems that
hinder the development of infrastructure in Indonesia,
namely financing issue, land acquisition process,
lack ofcapacity in implementing projects, andlack of
coordination.

Third, nowadays banking sector is facing limited liquidity.
Loan to deposit ratio (LDR) has already reached 88,93%
as of September 2014.32 LDR in Indonesia has ranged
between 78% - 92% based on the Bank of Indonesia’s rule.
Therefore, the banking sector is facing narrow space to
finance infrastructure projects.

Financing Issue
Financing issue is one of the biggest challenges in
developing infrastructure in Indonesia. SarveshSuri, IFC
Indonesia Country Manager, stated “Many Asian countries
such as Indonesia are still facing constraints in developing
and funding infrastructure projects”.25 Based on the draft
of National Medium Development Plan Term (RPJMN)
for 2015 – 2019, the government needs approximately
Rp 5.452 trillion during that period or Rp 1.090,4 trillion
each year to build infrastructure.26 Unfortunately, the
government has limited abilities to finance infrastructure
projects. In the 2015 budget, allocation for infrastructure
is only Rp 169 trillion, lower than the 2014 budget which
is Rp 206 trillion.27 Thus, there is a funding gap between
funding needs and the government budget.

Lack of capacity
Due to the decentralization, building infrastructure in
local area also becomes the sub-national government’s
responsibility.Hence, after 2000, infrastructure spending
by sub-national government has been increasing by 20%
from 35% in 2000 to 55% in 2004.33
Graph 1.Infrastructure Spending After Decentralization

Infrastructure investment does not only consist of
government spending but also investment from state
owned ownership (SOE) and private sector. Before 1997,
the government and the private sector invested a lot
in infrastructure, thus infrastructure investment could
reach 5% of GDP. However, after the crisis, infrastructure
investment was decreased to 2% of GDP. Since then, it
could not achieve the same percentage as it was before
the crisis.28SjamsuRahardjasaid that ifthe government
wants to achieve economic growth at 7%, spending on
infrastructure should be at least 10% of GDP.29

Source : World Bank (2007)
Even though the sub-national governments have their
own infrastructure budget, this does not mean that
thefinancing issue has been solved. They should have
the capacity to use and manage the budget properly.
According to former finance minister, ChatibBasri, local
government should have better project planning and
ease the land acquisition process because sometimes
money was not the issue in developing infrastructure.34
Regional Autonomy Watch (KPPOD) recorded idle and
undisbursed funds of around Rp 116 trillion in 2013 an increase from Rp 99 trillion in 2012.35 Not only idle,
sometimes the spending is only concentrated at the end
of the fiscal year. This is due to the lack of efficiency in

Apart from the government budget, another source of
financing in developing infrastructure is the banking
sector. However, there are several problems related to
banking sector funding. First, infrastructure projects
need long-term financing meanwhile banking sector can
only provide short-term financing. The range of deposit
tenure is mainly 1 month to 12 month. In contrast, most
of the infrastructure projects will take more than five
years. Thus, there is a mismatch between the timeframe
of infrastructure project implementation and the
supply of money from the banking sector. Nonetheless,
infrastructure financing still rely heavily on the banking
sector.
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using limited infrastructure budget. Facing the limited
budget for infrastructure, it is necessary for the central
and sub-national government to use and optimize the
existing budget.

Development Planning/National Development Planning
Agency (BAPPENAS), PT. Sarana Multi Infrastruktur
(SMI), Indonesia Infrastructure Fund (IIF), and Indonesia
Infrastructure Guarantee Fund (IIGF).The most important
thing is to increase coordination among existing
institutions in order to accelerate infrastructure projects
implementation.

Aside from the lack of budget management, the
underspent budget is also caused by lack of capacity
and communication between line ministers.36A study
conducted by Iqbal and Suleman showed that lack of
capacity of the local governments caused slow budget
disbursement for infrastructure projects and delay project
implementation.37

Land Acquisition
Another problem that impedes the infrastructure
development in Indonesia is land acquisition. Many
infrastructure projects in Indonesia are delayed due to
land acquisition problems.Land acquisition problem is
not only acknowledged by the government but also by
foreign governments. According to a representative from
the Embassy of Japan to Jakarta, Kijima Yoshiko, land
acquisition has become the main obstacle in building
infrastructure in Indonesia.43

In addition to that, sub-national governments are actually
not only responsible for building new infrastructure
but also for maintaining the quality of infrastructures
that have been built. Nevertheless, many sub-national
governments do not do these maintenance, thereby many
infrastructure projects done by the government end up
with low quality.According to Kannan and Morris, subnational governments often fail to do the maintenance
because they do not allocate enough money.38In the future,
it is important to enhance efficiency and effectiveness
of the use of infrastructure budget by sub-national
governments,whether to build new infrastructure or to
do the maintenance. This can only be done by enhancing
capacity of sub-national governments to have better
project management.

Lack of coordination
A study conducted by Kannan and Morris showed that lack
of coordination often becomes an obstacle in resolving
land acquisition process.39Additionally, according to
Pisu, the underspent budget is also caused by lack of
coordination.40

Source: USAID - http://goo.gl/XuKApW

One of the reasons is lack of ownership. For example,
the implementation of the Indonesia-Malaysia-Thailand
Growth Triangle (IMT-GT) project was quite slow as a
result of the lack of ownership of local governments in
the project.41Local governments were not involvedduring
the project preparation and implementation thus their
ownerships of the project were not as high as with the
central government.42

There at least three things to be considered related
to land acquisition. First, the government should give
compensation in terms of money to the people. However,
on some occasions when the local people know that
there is an infrastructure project that will use their land,
they will likely increase their land value in order to seek
profit. In other words, speculation often happens during
land clearance. This leads to land prices soaring above the
estimated price. Thus, negotiating compensation takes
time and itbecomes hard to reach a deal. Second, the
government should not only give compensation in terms
of money but also non-physical compensation. When
the government reallocates people to new places, the
government should manage the potential social conflict
between the newcomers and the local people. Third,
determine the people that should be given compensation.
The government should consider which people have
direct and indirect impact from land acquisition.44

The second reason is that there are too many institutions
and authorities involved.Responsibilities to develop
infrastructure are spread among ministries thus it
creates a complexity in resolving problems such as land
acquisition. Many institutions involved means there will
be many permits needed, especially when there is lack
of coordination. The new government under President
Joko Widodo has already acknowledged the complication
in ministries’ coordination. Thus, in the first cabinet
meeting, President Joko Widodo ordered his ministries to
remove their “sectoral egos” in order to resolve problems
hindering development programs, such as land clearance.

Basically, the main problem related to land acquisition
is to reach a consensus on land price. According to a
survey conducted by the Islamic Development Bank (IDB)
in 2009, in terms of cost, 69% respondents said land
clearance in Indonesia was expensive.45 The government
should negotiate the land price not only to the land

At the moment, there are many government institutions
as well as state-owned ownershipsthat deal with
infrastructure development, namely the Coordinating
Ministry of Economic Affairs, Ministry of National
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owner but also to the non-government organization who
become the community’s adviser, speculators who take
advantage of the situation to make profit, and the local
government. Hence, negotiationstake a long time and it
is full of uncertainty. This condition can cause projects
delay and costs increase. Therefore, banks are reluctant
to finance infrastructure projects.46
In order to resolve land acquisition process, Darwin
TrisnaDjajawinata mentioned that the implementation of
Law No 2/2002 on land acquisition has been somewhat
successful in addressing the issue.47Moreover, to
accelerate the land acquisition process through “onemap-policy”,President Joko Widodo made a new
ministry: Ministry of Agrarian and Spatial Planning.Thus,
it is expected that land acquisition will not hamper the
implementation of development programs in the future.

Policy Recommendations
Based on previous explanations,there are several
recommendations to improve infrastructure development
in Indonesia, which is critical ahead of the ASEAN Economic
Community:
First, since there is infrastructure development gap
between western and eastern Indonesia, the government
should narrow the gap by accelerating infrastructure
development in eastern Indonesia. The ASEAN Economic
Community will affect people from both the western
side and eastern side of Indonesia. Thus, developing
infrastructure across Indonesia is important to increase
internal connectivity so that the transportation and
logistics cost can be reduced.
More specifically, the government should continue to
focus on improving maritime connectivity, as it can help
push development in the eastern part of Indonesia by
cutting the cost to transfer logistics and construction
equipment to the area.
Second,it is important for the government to build basic
infrastructure especially in remote areas. Private sectors
are sometimes reluctant to expand their business or to
build infrastructure in areas where there are no basic
infrastructures.
Third, developing other source of financing such as
insurance, capital market, and pension fund since those
non-bank financial institutions can provide long-term
fund which are needed by infrastructure projects.
Fourth, increasing coordination among line ministries
to resolve the land acquisition process.Moreover, there
should be cleardivision of responsibilities among related
ministries so that there will not be any overlapping tasks.
Fifth, enhancing the capacity of central and subnational governments especially in project preparation,
implementation, and budget management.

--- END ---
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The key recommendations are that: (1) ASEAN’s key documents on disaster
relief management should hold an elevated position and that all sides should
recognize and empower the region’s main operational coordination body
responsible for disaster management; (2) More focus should be on giving
ASEAN member-states greater practical first-hand experience on HADR efforts; (3) National policies of ASEAN member-states should recognize the
importance of utilizing their military assets in a more comprehensive way
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relief efforts;
and (4) the military modernization
plans of ASEAN member-states should include greater investment on naval
assets to give them the capacity to conduct disaster relief operations.
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The need for effective humanitarian assistance and disaster relief (HADR)
capabilities in the region was underscored by the massive loss of live and
destruction caused by Typhoon Haiyan in November 2013. Despite paying
attention as early as 1976 to the importance of regional cooperation to mitigate
the damaging effects of natural disasters and recognizing its inadequacies
at the time to respond to natural disasters of major magnitude, ASEAN’s
response to Typhoon Haiyan suggests little has changed.
This issue of ASEAN Briefs examines the region’s capacity to respond
effectively to large-scale natural disasters by exploring policy issues at
the regional, national and practical levels regarding: ASEAN’s regional
instruments dealing with natural disasters in the region; ASEAN memberstates national policies in support of the regional disaster relief; and ASEAN
member-states practical means/capacities to carry out HADR efforts.
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ASEAN Briefs is a bimonthly publications about current
development on ASEAN regionalism, especially in the
Political-Security, Economic as well as Socio-Cultural
Pillars.

ASEAN Briefs is a regular publications about current
development on ASEAN regionalism, especially in the
Political-Security, Economic as well as Socio-Cultural
Pillars.

This issue of ASEAN Briefs examines the issue of the ASEAN
Economic Community 2015, the free movement of labor and
migrant workers’ rights. In particular, it addresses the concerns
that the upcoming ASEAN Economic Community, which is
premised on the free movement of labor, will bring about a boom
in the number of migrant workers moving in the region. However
with the vast majority of ASEAN’s migrant workers operating in
the informal sector (and very little to indicate that this will change
once the ASEAN Economic Community is in place), there are
serious worries that incidents of migrant workers’ abuse will
worsen.
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As such this issue of ASEAN Briefs seeks to explore how ASEAN
intends to cope with these serious worries, what progress it has
made towards addressing those worries, and how has its memberstates sought to implement the efforts of ASEAN in managing labor
migration. This was done by examining the various policy issues
at the regional, national and practical levels which resulted in this
issue of ASEAN
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three main
recommendations.
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SUMMARY
Access to finance for Small and Medium Enterprises (SMEs) is vital
for development. State-led programmes in Southeast Asia countries
have been a common practice in microfinance and built a foundation
especially in agriculture sector. However, many of the government
initatives in SMEs financing have not been sustainable, since state
budgets were allocated for many programmes and not just for SMEs
financing. Besides that, governments have limitations on projecting
business sustainability so those initiatives were not efficient and
profitable in their operations. Therefore, innovations are needed for
responding to these problems.
Innovations in providing more financial services in the ASEAN region
should focus on these following issues: private sector development in
exploring the potential market in SMEs’ financing; sufficient government
intervention on regulatory and supervisory framework; focus on export
financing; partnerships with social organizations; and providing financial
literacy to consumers.
Experiences from Indonesia and Vietnam have shown that innovations in
SMEs financing could be drawn with more participation from the business
sector as well as communities. Competitive environment for market as well
as financial literacy for the community are both important for the success
of SMEs financing. The reform on service sector development in ASEAN as
well as its member states has been evolutionary carried out, and it should be
continued further.
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The Bali Concord III:

ASEAN Briefs is a regular publications about current
development on ASEAN regionalism, especially in the
Political-Security, Economic as well as Socio-Cultural
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SUMMARY
This issue of ASEAN Briefs examines the Bali Concord III
which was adopted by the ten member-states of ASEAN in 2011.
One of the key documents produced during Indonesia’s 2011
Chairmanship of ASEAN, the Bali Concord III pledged ASEAN to a
number of commitments to be achieved by 2022. Chief among them
was to: (a) increasingly speak in a common voice on international matters of mutual concern at related international forums, and
(b) to enhance ASEAN’s capacity to respond and contribute
solutions to those global matters.
However, the commitments raised some question marks given the
extreme diversity that exists in the ASEAN region. ASEAN countries
are divided not only in terms of history, culture, geography,
economic development, and language but crucially also in their political
systems. How possible is it to get all ten ASEAN member-states,
each with their own individual national interests, to adopt a common
regional position and present a united front externally?
In order to address this question, ASEAN Briefs examined the voting
records of the ten ASEAN member-states at the United Nations
General Assembly in the years prior and since the adoption of the Bali
Concord III. By doing so it was able to trace whether the adoption of the
Bali Concord III improved the amount of times the ten member-states of
ASEAN were able to adopt a more coordinated, cohesive, and coherent
position on global issues; and (b) whether this commitment was realistic
and achievable based on ASEAN’s past track record.
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SUMMARY
This edition of ASEAN Briefs examines the effectiveness of the ASEAN
Intergovernmental Commission on Human Rights (AICHR), the
importance National Human Rights Institutions (NHRI) and the
implementation of human rights protection in ASEAN Member States.
This ASEAN Briefs addresses the current situation and development of
human rights protection in ASEAN, which is premised on the presence of
a human rights body at the regional level and human rights commission
at the national level to bring better protection of human rights in ASEAN.
However with existence of various unresolved cases of human rights
violation such as enforced disappearance, use of violence by the
military and police against civilians, and extrajudicial killings, etc., there
are concerns that human rights violations in the region will continue to
take place.
As such this issue of ASEAN Briefs seeks to explore how ASEAN deals
with these serious human rights violations, whether the regional human
rights body and the national human rights commission work effectively
to resolve the problems, and how the ASEAN member states sought
to implement the efforts of promoting and protecting human rights.
This was done by examining the various policy issues at the regional,
national and practical levels which resulted in this issue of ASEAN Briefs
recommendations.

ASEAN Studies Program ASEAN Briefs

