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ASEAN Competitiveness, Is Indonesia Ready Yet?

Zainuddin Djafar *

What does it mean by ASEAN competitiveness? And, is Indonesia ready for it? These are the questions
that have become the main issues to be discussed in this article. Therefore, it is imporiant to note some
main key messages intraduced by ACK in relation to ASEAN position witkin its competitiveness and
its future prospect, and the dynamic of world economic, such as; ASEAN is facing profound changes
in the global economic climate with the rise of China and India and weakened economic prospects in
major advanced countries. Besides, this Southeast Asia Regional Orgenization is also entering a new
phase in its cooperation as members move towards building an ASEAN Commmunity by 2015. Thus
it is important and urgent for Indonesia to have its priority, and to be ready for its micro end macro
competitiveness, that are mare advance than the ASEAN 3 (Singapore, Thailand, and Malaysia).

Keywords: Indonesia, ASEAN Competitiveness, New Agenda

I. Introduetion

Issues and problems pertaining ASEAN competitiveness have just
become an important agenda for its members in the last 4 years, par-
ticularly after the ratification of the ASEAN Charter (end of 2008) and
until now (2011). Bui the ASEAN 4 (Singapore, Malaysia, Thailand,
and ‘the progressive Vietnam’, 2010-11) compared to the resi of the
ASEAN members, are looking much more serious and keep continu-
ing in order to achieve some influential concrete and qualified of ‘real
competitiveness® targets for the whole of the ASEAN countries, such
as to keep up healthy and strong economic growth and convincing of
its minimal Gross Domestic Product (over 6%), and influential Gross
National Income (GNI, average over 2000 US doilar). Besides, also the
ability of the couniry to extent the average of the normal standard of ifs
people education into majority first degree level, to increase and conirol
the people’s awareness of the important legal judicial process (rule of
law) for daily live activities, and implementation of best intellectual

» Zainuddin Djafar, Professor and Senior Lecturer ai Department of International Re-
lations, Faculty of Social and Political Seiences, University of Indenesia, Campus Ul,
Depok, indonesia.

Volume 9 Number 4 fuly 2012 597



Jurnal Hukum Internasional

property rights in all sectors of people’s life (internally and extemnal-
ly), ete.1 Nevertheless, all of these items have significant effects to the
counfries’ ability in performing the degree of Global Competitiveness
Index (GCI), by showing its macro-micro competitiveness performance
figures to the world.2

Today is a2 glebalized world, and globalization demand the couniry
to not just be ready for the implementation of the competitiveness poli-
cies, but the country should also be ready for implementing the com-
petitiveness agenda and program perfectly.> Thus, the country shonld
not be easily be conquered, by any country with its products and in any
sense of its factor production performance.* ASEAN competitiveness is
not just a paranoid or ‘no-concept’ reaction and just common sense of
one globalized world, but its real and huge challenge particularly afier
the success of India and China resurging as the important emerging
market in Asia, and its implication to all over the world. Now it is im-
portant for ASEAN to resurging of China and India economic success,
and also the competitive world economic order.

Beyond that, the Asia Competitiveness Institute (ACI) in Singa-
pore has also sigpificant interest, and focuses its study on the ASEAN
competitiveness, particularly on the ASEAN 4. Clearly, Co-Directer of
AIC said adamantly; “that anything concerning with the issue of com-
petitiveness should be given first priority’,’ and Dr. Than Khee Giap,
moreover stated that ‘no nation in this world right now could live upon
anti-competitiveness policies’.s

Thus, every couniry should be ready and prepare for its own strat-

! Zainuddin Djafar, Indenesia, ASEAN, dan Dinamika Asia Timus, Pustaka Jaya,
Jakarta, 2008, Chapter 1.

? Michael E. Porter, ASEAN Competitiveness Report, Introduction Chapter, NUS,
Singapore, 2011.

* Robert Gilpin, The World Beonomy in the 21st Century, The Challenge of Global
Capitalism, Princeton University Press, Princeton and Oxford, 2000, chapter 1 and 6.
* Joseph Stiglitz,, Making Globalization Work, the Next Step to Global Justice, Allen
Lane Penguin Beoks, London, 2006, Introduction patt, and Joseph Stiglitz, Freefail,
America, Free Markets, and The Sinking of The World Economy, Norton Company
Publisher, Lendon, 2010, Introduction Chapter. .

* Personnel Interview with Dr. Than Khee Giap, Co-Director of Asia Institute of
Competitiveness (AIC), Singapore, 24 May 2011.

$ thid,
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egy to be compatible for the issue of competitiveness, in order that the
couniry could become a success competitor, and live upon the competi-
tive world.?

I1. The ASEAN Competitiveness

Further, what does it mean by the ASEAN competitiveness? And, is
Indonesia ready for it? When we are going to answer the first question,
it is important to note * main key messages introduced by ACI in relation
to ASEAN position within its competitiveness and its future prospect,
and the dynamie of world economic, such as:

1. ASEAN is facing profound changes in the global economic climate
with the rise of China and India and weakened economic prospects
in major advanced countries. It is also entering a new phase in
its cooperation as members move towards building an ASEAN
Community by 2015.

2. ASEAN economies have weathered the global crisis well, but
need a longer term of eompetitiveness review highlights, the need
and scope to substantially raise competitiveness across ASEAN

" economies and for ASEAN as a whole.

3. ASEAN’scurrent prosperity or GDPper capita, which is the outcome
of past competitiveness, is behind that of China and much lower
than that of world leaders. Its share of world exports and inward
foreign direct investment flows have either fallen or stagnated over
the last decade.

4. ASEAN’s ranking on competitiveness fundamentals, as measured
by a wide range of macroeconomic and microeconomic faciors is
57 of 132 countries in 2010. This position has remained relatively
unchanged over the last five years (2005-2011).

5. To create an attractive environment for local and foreign businesses,
it is recommended that ASEAN builds on (1) the relative
strengths to intensify cluster development, (2) strengthen capital
market infrastructuze, (3) nurture local enterprises and step up
macroeconomic policy dialogue. ASEAN also needs to urgently
address its main weaknesses by (4) promoting administrative
regulatory reforms, (5) enhancing human resource development and

7 thid,
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(6) strengthening the rule of law.?

Obviously, it is clear point from ‘ACI Key Messages’® above, that
the ASEAN competitiveness position (57 of 132 countries) as a whole
seemed not too bad; but for the successful ASEAN in the future, it is
institutional mechanism and eapacity should be strengthened to an able
the ASEAN member economies to effectively fulfill the tasks required
(figure 5.3). Anyway, the political will to adhere the blueprints for its
action is also paramount. Besides, it is much important for ASEAN in
general to consider the fifth key messages above with its 6 main con-
cerns. Therefore, the region would vitimately need to define its role and
cooperative strengths at the crossroads of these two emerging economic
giants (China and India).’

Souree: ACH, ASEAN Compenhvenms Report, NUS, Smgapore, 2011.

Figure A shows that competitiveness factors can be grouped under
tnacroeconomic and microeconomic competitiveness. Macroeconomic
competitiveness delineates ihe overall context in which firms opetate
and create the potential for high productivity.*® Although these factors
do net directly affect the productivity of the firms, they are eritical in
providing support for firm efforis to raise productivity. These factors in-
clude the quality of social infrastructure, political institutions and macr-

# ASEAN Competitiveness Report 2010, By Asia Competitiveness Institute, National
University of Singapore, Singapore, 2011,p. V.

* tbid., p. Iil.

'* ASEAN Competitiveness Report 2010, Loc. Cit., p. XV.
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occonomic policy! Further, microeconomie competitiveness identifies
operating practices and strategies of firms as well as business inputs,
infrastructure, institutions and policies that constituie the environment
in which firms compete. All these factors have a direct impact on pro-
ductivity.?

In order to understand the competitiveness factors and what is
ASEAN competitiveness fundamentals figures? It can be seen from
the Figure A above with some explanation, such as; (1). There are 19
boxes (big and small) explains the competitiveness profile of ASEAN
region in 2010, and grouping by two mains part (macro and micro),
with different color and quintile rankings. (2). Every box has its dif-
ferent level of Global Competitiveness Index (GCI) of its rank. This
different rank index is, as the result of different level of performance of
every ASEAN’s members. (3). These indicators go te the total level of
ASEAN competitiveness of GCI of 57 from 132 countries, with total
micro figure is 49 and 64 for macro indicator. (4). The ASEAN region’s
foremost competitive sirengih lies in supporting and related industries
and clusters, with strong cluster policy, cluster development and col-
laboration and locai availability of process machinery.” (5). Its capital
market infrastructure is also relatively strong, particularly in the ease
of financing through local equity market, ease of access to loans and
venture capital availability, and another area of particular strength for
ASEAN is company strategy and operational effectiveness

Beyond thai, ASEAN is least competitive in its administrative infra-
structure, where urgent attention has to be paid to redueing the time and
number of procedures required to start a new business and in improving
the efficiency of custom procedures.” Second, the other areas of paz-
ticular weakness are in the macroeconomic competitiveness sub-cate-
gory of social infrastructure and political institutions. Thizd, ASEAN’s
human development is weak and more effort is needed to lower the
incidences of tubersulesis and malasia and raise seeondary education
corollment rate’

W mid.

2 fhid

" bid, p. XVIL

" Ihid.

* ASEAN Competitiveness Report 2010, Loc. Cit.,, p. XVIi.
% Ibid,
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Finally, the rule of law within ASEAN also requires strengthening,
especially in factors related to the control of corruption and the lower-
ing of business cost of crime and violence."”

Y R e

Source : ACI, ASEAN Competitiveness Report, NUS, Singapore, 2011.

oy we e
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port, NUS, Singapore, 2011.

I Ibid.
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Rased on some figures above, the performance of ASEAN competi-
tiveness through individual country is relatively different between one
to the other, such as; (1) there are three main level of Gross National
Income (GNI) within ASEAN countries, Singapore (37.220 US doi-
lar, 2009) and Brunei (27.050) fit in high income countries, followed
by Malaysia (7.230, upper middle incomie, and further Thailand (3760,
lower middle income, Indonesia (2230), Philippines (1790), Vietnam
(1010), and low income countries such as Laos (880), Cambodia (650),
and Myanmar (600). (2) This figures show that distribution of prosper-
ity in most ASEAN countries is in the real stage of income inequality,
and relatively high, with five of eight ASEAN couniries haviag a Gini
coefficient above 0.4. (3) Singapore has the highest level of income
and quite huge gap of its distribution of prosperity with the other (par-
ticularly with Indonesia, Philippines, Vietnam, Laos, Cambodia, and
Myanmar (Figure 3.5).1 (4) Moreover, with the exception of Singapere
and Brunei which are in the high income category, but for the other of
ASEAN countries that were having largely stagnated in prosperity over
the past decade (Table 3.1).° _

Some figures and tables also indicate that the Global Competi-
tiveness Index (GCI) of ASEAN which in the position of 57 of 132
countries, it is not the result of the same average performance of mi-
cro and macro economic competitiveness of the members. Neverthe-
less, the figures and tables exacily indicates sharp inequality between
high income countries (Singapore, Brunei), with upper middle income

' ASEAN Competitiveness Report 2010, Loc. Cit., p. 31.
' Ibid.
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(Malaysia), and Lower middie income (Thailand, Indonesia, Vietnam,
Cambodia, Laos, Myanmar). The dilemima of ‘advance Singapore’ with
its GNI 37.220 US dollar that far away left the GNI of the other mem-
bers (especiaily not for Brunei), and Singapore is not the main engine
of ASEAN growth as a-whole (except for Indonesia).

indonesia and Singapore are at the same link of its future potential
network with India, Australia, and Japan. Besides the other important
engines of growth for Indonesia are China, India, Japan, European Un-
ion, and the United State.2 Moreover, on the one hand the important
link of Indonesia-Singapore for its trade and economic interests at the
last 5 years, seemed as the consequences of Indonesia’s huge of oil
& non-oil primary resources (Palm oil, Coconut oil, Copper, Rubbers,
Timber, Coffee, Tea, Spices, Beverages, Tobacco, Fish, and others),
also manufactured products.

On the other hand, Singapore with its strategic location and the most
advance country in ASEAN, and centre of its modern financial busi-
nesses, and economic management has become as ‘effective bridge’ for
Indenesia’s Oil, and Non-Oil primary and manufacturing exports glo-
bally. However, ASEAN afier 43 years of its formation, and through its
development with iis total population of 592 million, and its GDP of
1.49 trillion USS (slightly advance than India’s GDP of 1,2 trillion US
$), and the variation of its strategic natural resources (0il and Non-Qil
primary exporis), obviously ASEAN has become a strategic region in
Asia, and the world.

Therefore, nowadays the issue of ASEAN competitiveness is not
just important for the higher middle income eountries (Singapore and
Brunei), but also for the rest of the ASEAN members — in order not to
be left far away from Singapore, Brunei, Malaysia, and Thailand of
its successful competitiveness performance ranks of GCI. As a result,
some ASEAN countries with lower middle income or even lower in-
come would be failed to follow the ASEAN competitiveness agenda of
post 2011 (see Figure 5.3). Therefore, without any real progress and
great effort, thus, the fruit of globalization ‘could be lost® of its momen-

™ Paper Presented at Asian Competitiveness Institute (Prof. Tan Kong Yam et.al), 1*
June 2011, National University of Singapore, Singapore.

2 Ihid,

2 Paper Presented at Asian Competitiveness Institute (Prof. Tan Kong Yam et.al),
Loc. Cit,
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tous for some ASEAN couniries.

The figure 5.3 (below) shows that for any ASEAN countries ap-
proaching the integration issue in the future should be building on some
micro and macroeconomic strengths (Encouraging Local Enterprises,
Foster SMESs, Integrating Regional Capital Market Infrastucture-Mo-
bilizes Financial Resources). Further there are two additional building
strength, such as; Boosting Clusters, and Improving Regional micro-
economic Policy Coordination. in addition, there are two main indica-
tors that should also be controlled on addressing weaknesses such as;
Stepping Up Human Resources Development, and Enbancing Admin-
istrative Infrastructure. Thus, ASEAN competitiveness agenda its real,
and very aware in making ASEAN iniegration o be implemented as
inclusive growth.

Source: ACI, ASEAN Competitiveness Report, NUS, Singapore, 2011.

Further than, human development Index (HDL, Figure 3.8) indi-
cates the variation of ASEAN counties performance from one to the
other. This figure is exaetly has sirong connection with the success
performanece of country achievement of its GCI. The evaluation of its
index indicate that Indonesia HDI 0734 below of the ASEAN average
figure of 0748, and much left by the highest HDI of Singapore (0944),
and followed by Brunei (0920), Malaysia (0829), and Thatland (0783).
Vietnam HDI (0725) is still under the Indonesian HDI figure, and the
differences between both countries is around 9 points higher for lndo-
nesia in 2009. But approaching to end of May 2011, significant change

Volume 9 Number 4 July 2042 605
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had occurred for Vietnam, which ‘the progressive of Vietnam’ HDI
(0752), was proved higher and better than the Indonesian HDI figure.»

I11. is Indonesia Ready Yet?

The Indonesian government seemed quite aware about the issue of
ASEAN competitiveness, therefore the Indonesian Vice-President H.E.
Boediono on his way to atiend the World Islamic Economic Forum in
Kazakhstan (early June 2011), was saying very clear that globaliza-
tion is demanding for one country to have its competitiveness ready
urgently o be implemented. He further added that the competitiveness
in practice and performed by every country should be justice and hon-
est, and in detail he said: ‘the competitiveness should make some-one
(country) to be more efficient, with good quality of its product, and
good price, and it is not followed with dishonest businesses practices’.
What happens with the Indonesian level of its competitiveness?

FIGURE4.6: . .
TOMPETIIVENESS |
PROFIECFINDONESI . Etileia

2010

Seurce: ACl, ASEAN Competitiveness Report, NUS, Singapore, 201 1.

As we know, that ASEAN as a whole has been numbered 57 for its
GCI rank of 132 countries competitiveness performance, and unfortu-
nately Indonesian competitiveness scored is 64 (7 points over ASEAN

% Interview with Dr. Tan Khee Giap, Loc. Cit.

™ The Vice-President H.E. Boediono Official Visit to Kazakhsten 8 June 2011, ‘Glo-
balization Demand for Competition’, Kompas Daily, 9 June 2011.

B Ibid.
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GCI), with its macroeconomic scored 54 and 70 for micro economic
competitiveness, see figure 4.6.

The figure 4.6 also shows that social infrastructure (rank73 of 132
countries), rule of law (83), and human development (84) as the weak-
ness of Indonesia’s macroeconomic policy. Indonesia’s macroeconomic
competitiveness has worsened as a result of power assessments in the
sub-category of social infrastructure and political institutions, as its
competitiveness position in the sub-category of macroeconomic policy
has improved with a lower raie of inflation.»

IV.The ASEAN 4 Competitiveness Performance

CRIGHREAR:: © . TR s
- COMPEIIVENESS - ...
FROFILENR MALAYSIA
S2mo

Aredon et AL - -
inDepaetal (010} com o 3 TR

Source : ACI, ASEAN Competitiveness Report, NUS, Singapore, 2011.

It has been confirmed that the quality of political institutions of
indonesia’s governmeni has weakened with less-effective legislative
bodies, less transparent government policies, and less government ef-
fectiveness in reducing poverty and inequality since 1998.7 The impact
seemed quite significant recently (2011), which a range of indicators
have been rated less favorabie in relation to rule of law, among which
are the business costs of crime and violence, efficiency of the legal
framework and the protection of property rights.?* Human development

* ASEAN Competitiveness Report 2010, Loc. Cit, p. 60.

77 Zainuddin Djafar, Rethinking the Indonesian Crisis, Pustaka Jaya, Jakarta, 2006,
Introduction Chapter, p.1-25.

*® tbid.

Volume 9 Number 4 July 2012 607



Jurnal Hularm Internasional

has also been affected by lower quality of healthcare services and pri-
mary education.?

Further, the figure of 4.2 above also shows that the macroeconomic
competitiveness of Malaysia (41) is much better compare with total In-
donesia’s GCI rank of 70. Then, particularly 42 GCI rank for Malaysia’s
social infrastructure, political institutions (38), rule of rule (47), and hu-
man development (47). Nonetheless all of those Malaysia’s ranks are
almost better, and 50% below of Indonesia’s rank of its macroeconomic
competitiveness.

Nevertheless, Indonesia’s weaker macroeconomic seemed to be fol-
lowed by its microeconomic competitiveness, that has been the result of
worsening of all the sub-areas under company operations and strategy
has been due especially to sharp drops in the ratings on organizational
practices such as incentive compensation and delegation of authority, as
well as worsened indicators under internationalization of firms, such as
extent of regional sales and breadth of international markets.»

FIGURE4: .
COMPETFIVENESS © -
PROFILE OF SRGAFOR
w0 . -

‘i

[y

L damy ALY

e Fehoas A

Sy ; YR IS ik :
- mm‘%‘ "j :;‘L" RS T B SRS e L

Seurce: ACI, ASEAN Competitiveness Report, NUS, Singapore, 2011.

Figure 4.9 below shows that how Singapore microeconomic com-
petitiveness (GCI rank 3) is being far superior than the reality of Indo-
nesia’s total rank (54), with its national business environment (2), and
company operation and sirategy (12), and others detail for Singapore
credibility. Singapore has maintained the highest GDP per capiia in
ASEAN in 2009 at 4ih in the world. Singapore overall competitive-

? Ibid.
* ASEAN Competitiveness Repori 2010, Lac. Cit., p. 60.

608 Volume 9 Number 4 July 2012



ASEAN Competitiveness, Is Indonesia Ready Yet?

ness has been maintained at 7¢h position in 2010, with a slight drop in
microeconomic competitiveness.” Especially, Singapore’s macroeco-
nomic competitiveness has also improved due o ifs competitiveness
position on social infrastructure and political institation has remained
largely unchanged, and as well the national business environment has
no changed much on the whole.»

The total of Thailand’s eompetitiveness on micro and macroeco-
nomic rank of 49 is still much better than Indenesia’s rank of GCI (64,
figure 4,6), with 15 points ahead of lesscompetitiveness. Although
Thailand’s competitiveness is better than Indenesia’s GCI rank, but the
quality of political institutions has worsened significantly with lower
transparency of government policy making, reduced government ef-
fectiveness in reducing poverty and inequality and some loss in pub-
lic trust in politicians. Moreover, Thailand’s basic human capacity has
been affected by poorer accessibility of healthcare services.?

Sonrce : ACI, ASEAN Competitiveness Repart, NUS, Singapore, 2011.

Thailand weakest ateas are within the sub-categoty of social and
political institutions. The lowest ranked is political institutions, which
are weak on a range of indicators such as voice and accountability, de-
centralization of economic policymaking, transparency of government
policy making, public trust of politicians and government effectiveness
in reducing peverty and inequality. The rule of law needs to be strength-
¥ Ibid, p. 64.

2 fhid.
% ASEAN Compctitiveness Repori 2010, Loc. Cit, p- 65.
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ened with betier protection of property rights, control of corruption and
reduction in the business costs of corruption, crime and violence. ™
Within microeconomic competitiveness categories, Thailand is
strongest in its supporting and related industries and clusters under na-
tional business environment, particularly on the extent of cluster policy,
extent of collaboration in clusters and local supplier guantity. it also
ranks well on the intemationalization of firms under company oper-
ations and strategy, on indicators such as the breath of international
markets and control of international distribution. Thailand’s macroeco-
nomic policy is also an area of its relative strength, with low inflation
rate and modest government debt as a percentage of GDP.»
Nonetheless, Thailand’s microeconomic competitiveness has weak-
ened slightly due to a less conducive national business environment,
while the sirength of its company operations and strategy has remained
unchanged. In the latter category, there has been a marked improve-
ment in the control of international distribution but a notable drop in
the rankings for firm-level technology absorption, company spending
on Research and Development and nature of competitive advantage.*
FIGURES.41:
COMPETITIVENESS

PROFILE OF VIETNAM
204G

SeurorrAuthort snadsle
Prsedaneaoitited
inBopicaetit {20Mp e
4T froen Yiork) Econcmic,

Feem, Extextiva Opiven
Survey 2009, 2010.

Source: ACI, ASEAN Competitiveness Report, NUS, Singapore, 2011.

Figure 4.11 above shows of Vietnam’s profile of competitiveness.
Certainly some indicators aiso explain that the couniry competitiveness
for GCI is 78 rank, within micro (73 and macroeconomic rank (89),

3% fbid, p. 66.
* ASEAN Competitiveness Report 2010, Loc. Cit., p. 66.
3 Ibid.
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which ate totally below the ASEAN 4 (Singapore, Malaysia, Thailand,
and Indonesia). Although Vietnam competitiveness performance as the
result of statistical repori of 2009 was not at its best rank, nevertheless
towards 2011 some figures and rank of Vietnam’s competitiveness has
changed significantly.>

Therefore, it is significant to review Vietnam’s main strengths and
weaknesses. Vietnam’s overall competitiveness is below that of 59% of
couniries in the sample. It is stronger in microeconomic competitive-
ness than macroeconomic competitiveness, but there are areas within
each that need to be substantiaily enhanced relative to the world®

Further, comparing across competitiveness caiegories within Viet-
nam, the couniry is sironger on its supporting and related industries and
clusters, especially on factors relaied io cluster development, that is, the
exient of cluster policy, state of clusier development and exient of col-
laboration in clusters. » However, more nceds to be done to boest the
availability of latest technologies and lecal availability of specialized
research and training services.® Vietnam’s capital market infrastructure
is also relatively sirong, especially in the degree to which laws facilitate
getting access to credit, extending domestie credit fo the private sector
and financing through the local equity market.® This information con-
firmed that Vietham is very aware that it needs to do mere and the issne
of macro and microeconomic competitiveness should be handled seri-
ously, internally and externaily. Thus, Vietnam seemed very eager as
becoming an imporiant subject of globalization in Asia, and the world.

Nevertheless, Vietpam’s weakest area is its macrocconomie policy,
where it is challenged to conirol inflation.”Iis inflation in 2009, though
much below the rupaway raie in 2008, has remained high, and is edg-
ing up guickly in 2010. Besides, the problem of high budget deficit also
has o be addressed.” It seemed that since Vietnam’s independence in

1975 and until now there are still lots of things to do, including mieto
and macre competitiveness that sheuld be earried out comprebensively.

* Interview with Tan Khee Giap (2011), Loo. Cit.

% ASEAN Competitiveness Report 2010, Loc. Cit., p. 67.
» Ibid.

® Ihid,

41 [bid‘

2 Ihid,

42 hid.
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Definitely, Vietnam still needs a lot of time to be ready for its competi-
tiveness in Asia and the world.

V. Indonesia’s Challenges

Obviously, overall from 2009 data of ASEAN competitiveness report
that consists of income inequality (figure 3.6 GNI Coefficient, ASEAN
0.409, Indonesia 0394, and Vietnam 0344), human development index
(figure 3.8, ASEAN 0748, Indonesia 0734, and ASEAN 0748), and
GNI per capita (figure 3.5, Indonesia 2230, Vietnam 1010) Indonesia’s
position looks better than Vietnam, but particularly for figure 3.6, and
3.8 ASEAN average figures are still slightly ahead than both countries.
This condition, certainly is not a stagnated data, any change could hap-
pen towards end of 2011 and for Vietnam (total population of 90 million
people, early 2011), and Indonesia (240 million people). The challenge
for domestic of political-economy preblems seemed more significant
for Indonesia, as the most populated couniry in ASEAN, and with its
huge physical geographical location.

In the first phase of its development particularly since 1998 (afier
the resignaiion of Presiden Soechario, and towards the reformation po-
litical order) until now, Indonesia faces huge problems of inefficient bu-
reaucracy and poor or powerless for corruption eradication. These two
major problems affect the realization of high economic growth in this
couniry, and especially in facing better competitiveness of GCI rank
from ASEAN 3 (Singapore, figure 4.9, Malaysia, figure 4.7, and Thai-
land, figure 4.10). These figure of ASEAN 3 shows 2 main advantages;
first ASEAN 3 are much better of its micro and macro competitiveness
of its total performance for 19 boxes described than Indonesia. Second,
the issue of ASEAN competitiveness doesn’t just depend on the country
ability to handie the probilem of bureaucracy inefficiency and cornip-
tion. More than that, and it is suggested by all the figures (4.9, 4.7, and
4.10) that problems of the ASEAN competitiveness are not a simple
one, but there are 16 boxes of the every table for the issues of economic
factors need to be conirolled by Indonesia (figure 4.6).

This means ihat compared fo ASEAN 3, the country should not be
wasting its time and always promise to conirol and reform any box
of macro-economic competitiveness (social infrastructure and politi-
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cal institutions rank 73, political institution rank 45, rule of law rank
83, and human development rank 84), but the other boxs and as very
real economic issues should also be controlled aad caleulated for its
readiness to be competed with ASEAN 3. In this case, the box of na-
tional business environment with its rank of 54, company operations
and strategy rank 49, related and supporting industries rank 37, demand
conditions rank 60, contex for strategy and rivalry rank 59, factor input
conditions rank 72, and others of 8 small boxes that related with eco-
aomic issues should also be controlled. Therefore Indonesia’s face the
real of economic challenge internally and externally. This is the second
phase of Indonesia’s readyness or not in order to be competed with the
ASEAN 3 (Singapore, Malaysia, and Thailand). Thus, the problems of
micro and macrocompetitivenss (totally 20 boxes of figure 4.6) for In-
donesia are still problematic and also more significant. As a result, it is
not enough for Indonesia’s government to just concentrate on handling
some of non-economic factors (such as inefficientcy of its bureaucracy,
and powerless to cradicate the problem of corruption).*

V1. Conclusion

Having those problems above identified, what should the Indone-
sian government do? In terms of the ASEAN competitiveness, shonld
Indonesia follow the steps or using the method of Singapore, Malaysia
and Thailand for its competitiveness policies, whom 2il have more ef-
ficient bureaucracy and better eradication policies (in handling of acute
problem of corruption)?

Therefore it is important and urgent for Indonesia to have its prior-
ity, and to be ready for its micro and macro competitiveness, that are
more advanee than the ASEAN 3 (Singapore, Thailand, and Malaysia).
First the problem of non-economic factors (inefficientey of its bureauc-

* These two of non-economie factors bad taken 32% of the total of Indonesia’s major
burden and challenge (the others are regulation for foreign currency, 2,2%, bad con-
dition for people healh,2,7%, tax tariff, 2,7%, criminal and thieves probiem, 3,6%,
bad ethical work, 4,9%, very tight worker regulation, 5,3%, less for educated workez,
5,4%, tax regulation, 5,6%, government political challenge, 6,4%, inflation problem,
6,7%, and the easy axcess in baving fund facility, 7,8%) for people doing businesses
since the era of New Order (President Socharto era), Kompas Daily Newspaper 24
Desember 2010, “Seme Probiems For Doing Businesses in Indonesia’, page. 36,
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racy, and powerless to eradicate the problem of corruption) should be
handled with real support of clean and credible government, and strong
leadership (Singapore case). Second, it is suggested for the Indonesia’ s
government also to shift its aitention and seriously to meet the ASEAN
competitiveness agenda (figure 5.3), for its internally and externally
government policies orientation. As a result, some of ASEAN govern-
ments are not keen to endorse corruption, or less power on handling the
credible of social infrastructure and political institutions, rule of law,
and human development. Therefore, from now on they are concenirat-
ing to be able to fulfil the future of ASEAN competitiveness agenda
(Singapere, Malaysia, and Thailand). The strengthen and weakness of
Indonesia is also determined by its main major population (250 million
people) in ASEAN. This has great impact for the socialization of the
micro and macro competitiveness to main pilars actors of development
(zovernment elites, privaie companies, non governmental organization,
govenor and its staffs in 33 provinces), that conditions clearly need
enough time to the interest of maturity of the socialization program.

Nevertheless, the Indonesian case for its macro-micio economic
competitiveness has its own of characteristic, and different domestic
condition compare with ASEAN 3 (Singapore, Malaysia, and Thai-
land), and even with Vietnam. Thus, the theory of micro and macro
competitivenss by Michael E. Porter is not automatically easy to be
implemented to all of ASEAN members.” Second, all the 20 boxes that
introduced by the theory of Michael E. Porter on micro and macro com-
petitiveness, (A) it seemed not having similar direct implementation for
all of the ASEAN members, for such a couniry like Indonesia clearly
it needs macro economic policy specially on social infrastruture and
political institutions to be main priority of its implementation. For ex-
ample, restoring the conditions of Indonesia’s industrialization post its
crisis of 1997/98 is not much for its micro and macro competitiveness
without having credible and strong back up from social infrastruture
and political instituions.

(B). The weakness of Michael E. Porter view with its 19 boxes of
ASEAN micro and macro competitiveness, and comparing it with In-
donesia and ASEAN 3 (Singapore, Malaysia, and Thailand), it seemed

4 ASEAN Competitiveness Report 2010, Loc. Cit., p. XIV-XV.
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its to general for the explanation of its GCI performance rank. Tt is rec-
ognized, that the study of micro and macro competitiveness of Michael
E. Porter still needed a specific country study of ASEAN members that
later conld explain what is the best policy for Indonesia to be imple-
mented first in facing the huge (19 bozes) issues and problems of the
micro and macro competitiveness.

(C). Besides, is it right and pessible for the case of Indonesiathat
the successfull of handling two main boxes (social and political
infrastructure,and rule of law) will have significant effects o the other
of 17 bozes (figuze 4.6). By doing that, it is possible for any country
and the members of ASEAN to rethink; what is the main and best
priority of public policy to be carried out? The arzumentation is, all
the 19 boxes for the Indonesian case (figure 4.6) are not applicable on
the same way, and having good impact for one to the other. This ere-
ate another problem for the successfull of comprehensive micro-macro
competitiveness to be implemented, and obviuously for the Indonesian
case (figure 4.6), and it needs the priority program policies for all the
boxes to be ready to be competed it together. However, any gap or even
huge differences between one to the boxes should be aveided, and it is
not being explained by the comprehensive model of micro and macro
competitivenss of Michael E. Porter.

(D). 1t is also confirmed that the model of Michael E. Porter is an
applicable perspective that could have significantly effect the couniries
of ASEAN, with its 19 boxes issues that make the micro and macro
competitiveness model is the comprehensive one. This also create an
importaat implication for its methodolegy, that for example Singapore
is significant to be a benchmaik for the other ASEAN countries of its
micro and macro economic competitiveness. Meoreover, it is also not
enough aad too simpie if one analyst about the ASEAN competitive-
ness just merely depend on one theory perpective, and disobey (or un-
recognized) of multidisplinary approach with its many possibilities of
new theoretical interests. Thus, Michael E Porter perspectives on the
ASEAN competitiveness have creaied real comprehensive approach,
with its significant impact for being followed by specific of any country
study (for example by Faisal Basri et. all, on Landskap of Indonesian
Economy ).+

“ Faisal Basri, & Haris Mubandar, Lanskap Ekonomi indonesia: Kajian dan Renun-
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Therefore, Indonesia’s government as like the other of some ASEAN
members, has to implement the specific of its main public orientation
policies, such as in order to handie the weakest areas that are within the
sub-category of social and political institutions. The lowest ranked of
its political institutions, which are weak on a range of indicators such as
voice and accountability, decentralization of economic policymaking,
transparency of govemment policy making, public trust of politicians
and government effectiveness in reducing poverty and inequality. The
rule of law needs to be strengthened with better protection of property
rights, conirol of corruption and reduction in the business costs of cor-
ruption, crime and violence (third phase). Thus, Michael E. Porter per-
spectives have made the issues of the Indonesian competitiveness that
become not only significant internally, but also regionally (ASEAN).
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