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1 Introduction

ASEAN'’s industrial sector is a key pillar of Southeast Asia’s economy, with the sector
contributing to 36% of the region’s GDP (2020). The region has undergone significant
transformation over the years, shifting from traditional industries such as agriculture and textiles
to higher value-added industries such as electronics and pharmaceuticals.

As the region continues to grow, the industrial sector is expected to play an increasingly
critical role in supporting sustainable economic growth and development. Industries within
the sector, such as manufacturing, has created opportunities for both skilled and unskilled
workers, with 14.5% of employed segment under this sector (2020).

ASEAN, recognizing that its long-term economic resilience depends on achieving
sustainable and inclusive growth, also recognizes the importance of economic integration
to continue to fuel this growth. It has worked to achieve it through the ASEAN Economic
Community (AEC), established in 2015, with the objectives to drive economic integration, foster
regional growth and develop resilient supply chains. The body’s blueprint, AEC 2025, desires to
establish a single market and production base within the region, with free movement of goods,
services, investment, and skilled labor. Under this, the organization has implemented various
initiatives to achieve these goals, such as the ASEAN Trade in Goods Agreement (ATIGA),
Priority Integration Sectors (PIS) and ASEAN Investment Facilitation Framework (AIFF).

However, significant challenges remain to achieve seamless economic cooperation for
industrial sectors. There has been long-term ongoing efforts to harmonize member states, with
each country having varying levels of development and priorities. This context makes it
challenging for ASEAN to achieve a level playing field in terms of regulations, standards and trade
policies, hindering the ability of businesses to operate seamlessly across borders. Moreover, this
makes it difficult for ASEAN create a competitive advantage to attract foreign investment in
industries where cross-border activities are the norm.

Changes in the regional and global landscape are giving rise to new opportunities for
ASEAN to concretize its industrial cooperation. Shifting global supply chains brought about
by the COVID-19 pandemic and changing global trade dynamics are pushing players across
industries to reorganize their value chains and operations. This is creating a stage of opportunity
for ASEAN to establish itself as a strategic region of choice. Other macro-trends such as rapid
advancements in technology and innovation, as well as the push for sustainability and climate
change mitigation are further pronouncing the need for ASEAN to strategically capture a large
share of these shifts. By capitalizing on these macro shifts, ASEAN has the opportunity to
create next generation of regional champions, with the potential of becoming global
champions of the world in their respective fields. Such economic integration has immense
potential to unlock and accelerate economic growth, as high as 15% over base projections,
and create more than 6M new jobs till 2030.
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Accelerating economic and regional integration will have potential
to deliver significant impact for ASEAN
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To ensure that ASEAN is in the position to take advantage of these shifts, it is imperative
that ASEAN member states (AMS) establish clear framework to cooperate on industrial
projects. Cooperation among member countries is crucial for the region to gain huge economic
benefits, create jobs, and improve living standards equitably across the region. With this unique
high impact framework, member states have the opportunity to create regional champions who
can become global industrial champion, Moreover, the faster recover from pandemic are
estimated to uplift the sector GDP size growing at 3-15% on top of current growth until 2030 with
potential new jobs created in resilient and high impact value chains. With this framework, ASEAN
can also develop the infrastructure for a single market economy.

This framework will require taking from past learnings on regional industrial cooperation.
At its core, it will require a public-private cooperation mechanism, recognizing the private sector’s
critical role in helping unlock the full potential of ASEAN economies. To further concretize areas
of mutual benefit and collaboration, ASEAN will also need to define a clear project qualification
framework for shared consensus across AMS, incentives and privileges that will move the needle
for stakeholders and supporting mechanisms to ensure sustained cooperation and integration in
industrial innovation.

The Framework for ASEAN Cooperation on Industrial Project-Based Initiatives (hereafter
‘the Framework’), therefore, provides a structured pathway for AMS to voluntarily participate
in the implementation of regional industrial project-based initiatives to deepen economic
integration and move towards long-term sustainable development. The Framework builds on
learnings from past industrial cooperation initiatives and sets out a practical approach to engaging
private sector participation to accelerate success.
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2 Rationale and Obijective

The objective of this initiative is to define a Framework that enables AMS to voluntarily
commence discussions and explore industrial project-based initiatives, while taking into
account economic complementarity of individual member states. The current scoping paper is a
detailed document to explain key considerations and associated recommendations in
developing the Framework.

The Framework aims to encapsulate the following:

(i) A core Framework to enhance industrial cooperation & integration amongst AMS
including:

a. A cross-country collaboration mechanism that enables effective cooperation
among relevant agencies of participating AMS and private sector companies to
participate in the conception and implementation of industrial projects

b. A project selection mechanism that enables strategic selection, qualification and
approval of priority ASEAN industrial project based-initiatives to be adopted by all
AMS;

c. Archetypes for incentives and support such as financial & fiscal incentives and other
support levers that can be granted by participating AMS to involve private sectors of
participating AMS in conformity with the laws and regulations of each participating
AMS, and is granted voluntarily

(i) Various enablers for implementation to ensure framework enables sustained
cooperation and integration in industrial cooperation, including a monitoring &
evaluation mechanism, operationalization of an ad-hoc task force and processes for
framework implementation

A new Framework to guide regional cooperation on industrial projects can pave the way
for a new age of economic integration for the industrial sector. Existing frameworks such as
the ASEAN Industrial Project (AIP) and ASEAN Industrial Complementation Scheme (AIC) were
developed to respond to specific needs at the time, resulting in multiple agreements that can be
difficult to navigate. A new framework can provide a more comprehensive and integrated
approach to industrial cooperation. In addition, the changing regional and global landscape
necessitate a new framework that can better respond to emerging challenges and opportunities.
Ultimately, this Framework aims to strengthen ASEAN'’s institutional capacity, increasing its
attractiveness as a regional hub for industrial development.
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3 Learnings from Prior ASEAN Industrial Cooperation Initiatives

ASEAN has undertaken three distinct phases of initiatives over decades to foster and promote
economic and industrial integration across member states.

In the first phase in mid 1970s, ASEAN launched ASEAN Industrial Projects (AIP) Program
to promote economic cooperation and collaboration across the then member states of Indonesia,
Malaysia, the Philippines, Singapore, and Thailand to ensure sufficient supply of essential goods
and reduce dependence on foreign imports. Under AIP, each member state was allotted one
large-scale, government-owned project post alignment to serve the ASEAN market. Each AIP
had 5 shareholder entities with 60% ownership by the host country and 40% by other members.
Five industrial projects including urea fertilizer plants for Indonesia and Malaysia, copper
fabrication for the Philippines, potash mining for Thailand; and vaccine project for Singapore were
launched under the program.

The second phase of industrial cooperation initiated in 1980s with the launch of ASEAN
Industrial Cooperation (AIC) and ASEAN Industrial Joint Ventures (AlJV) programs to
involve the private sectors across ASEAN countries. The AIC scheme aimed to develop regional
level value chains for increased production, where each country was allocated a specific part of
value chain based on available resources. Automotive sector was prioritized under the AIC
package with Mitsubishi as the first private sector partner. AlJV was focused on facilitating joint
ventures between private businesses in ASEAN countries, with a focus on promoting technology
transfer and increasing competitiveness of ASEAN’s industrial sector. The launch of AIC and AlJV
was followed by introduction of Brand-to-brand Complementation (BBC) scheme in 1988 to
overcome tariff restrictions for intra-company trade across countries. The BBC scheme allowed
reduction of tariffs by 50% for intra-company trade on automotive industry and local content
accreditation on component of participating countries.

The third phase of economic integration was aimed at provision of broader economic enablers,
to liberalize and promote intra-regional trade and foster collaboration. In addition to the ASEAN
Preferential Trading Arrangement (PTA) that was launched in 1977 to provide reduction or
elimination of tariffs on goods, Priority Integration Sectors was launched in 2004. Under the
PIS scheme, 15 types of measures were introduced to simplify trade and provisions relating to 12
priority sectors and act as a catalyst to overall ASEAN integration.

While these initiatives have resulted in some progress in economic integration over the past
decades, it is important to learn from the shortcomings of these programs, while being cognizant
of ASEAN'’s context and considerations.

(i) Firstly, pastinitiatives did not harness individual member states' natural interests to
foster a collaborative win-win approach, wherein regional interests were additive to
national interests that member states naturally used as a lens to propose projects.
Hence, it is critical to design a mechanism that encourages individual states to undertake
projects which not only benefit the state but also the region.

(i) Secondly, conventional project selection processes have been more government
led with limited and delayed inputs from private sector. Hence, the new mechanism
needs to be able to facilitate engagement with private sector early to get real market
insights and to attract interest, while ensuring government control is not compromised.
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Thirdly, since individual states have autonomy over incentives offered and retain
decision making at national level, there is a need for ASEAN level coordination of
incentives. Hence, new mechanism needs to focus on incentive levers which can be
coordinated/ influenced by ASEAN, especially promoting easier access to markets, while
balancing domestic industry concerns about competition.

Lastly, some projects implemented under earlier mechanisms witnessed limited
success due to operational inefficiencies, challenges in intra-ASEAN trade,
financial infeasibility and need for stronger innovation and technology. Hence, the new
mechanism needs to carefully evaluate and select projects which can address such
challenges, by ensuring more robust project planning, work scoping as well as continued
monitoring and evaluation to create a performance driven culture and ensure program
success.
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4 Framework for ASEAN Industrial Project-Based Initiatives
(AIPBI)

ASEAN aims to propel economic integration and leverage industrial development as a
catalyst to strong, inclusive, and sustainable growth in the region. The new framework for AIPBI
will enable the following outcomes:

(i) Promote the development and growth of new production networks and resilient supply
chains

(ii) Strengthen long-term sustainable development
(iii) Accelerate and sustain post-COVID19 economic rebuilding
(iv) Enhance intra-ASEAN trade and investment; and

(v) Enhance connectivity, sectoral cooperation, and broadening and deepening economic
integration

Strategic Outcomes & Priorities

o Cross country collaboration o Project selection mechanism o Incentives and support
Mechanism
(. . . " . =y Selection and Qualification criteria . . - P .
#3 Public private ration mechanism -
=80 P coopet @E - SR i s aT O—l Financial and non-financial incentives

«® - Access to markets
« Incentives for large scale infra
« Alignment with other initiatives

and engagement

Platform for public-private regional priorities/ overall welfare

+ Overcome important market or

engagement
=5 business failures, with benefits

Core = Project pairing w/right resources N 5
framework + Implementation & technical across multiple countries
consulting = Actas catalystj‘tt.) l_:)tl?er sectors
and accelerate initiatives on @ Additional support (illustrated via
enablers exemplar sectors)
+ Regional integration fund
% Investor co-engagement platform % Approval mechanism « Technical skills and R&D institute
. Cufm.amet investment in ASEAN as +  Simplified and speedy process for « Start-up incubator and investor
a region regional and national approvals ‘convener
Enafblers 4 Monitoring and evaluation mechanism
Impl;;ent 5 Processes for proposal submission
ation 6 Governance mechanism (ad-hoc task force

To support this vision and incorporate learnings from past initiatives, the AIPBI framework will aim
to revive the industrial projects pipeline & drive effective implementation of the initiatives through
private-sector involvement. The framework will include:

(i) A core Framework to enhance industrial cooperation & integration amongst AMS
including:

1. A cross-country public private collaboration mechanism that enables effective
cooperation among relevant agencies of participating AMSs and private sector
companies to participate in the conception and implementation of industrial projects

2. A project selection mechanism that enables strategic selection, qualification and
approval of priority ASEAN industrial project based-initiatives
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3. Archetypes for incentives and support such as financial & non-financial incentives
and other support levers that can be coordinated by ASEAN as a region or granted
by participating AMS to involved private sectors

(i) Various enablers for implementation to ensure framework enables sustained
cooperation and integration in industrial cooperation, including:

4. A robust monitoring and evaluation mechanism for ASEAN industrial project-
based initiatives to effectively track progress and drive success

5. Mechanism to allow the private sector and/or state-owned enterprise to submit the
proposals

6. A governance model such as ad-hoc task force that will coordinate and conduct
consultation and planning, monitoring, evaluation and other coordination activities.

4.1 Strategic Outcomes & Priorities

In moving towards successful industrial cooperation, ASEAN strives to achieve three
interdependent goals:

Strategic Goal 1: Acceleration of regional economic integration to create regional and
global champions by developing resilient supply chains

Increased industrial cooperation can unlock areas of complementarity and competitiveness
among member states, creating an opportunity to develop regional champions, who can become
global champions of the world in their respective fields. This makes it possible to bring together
knowledge, expertise, financial resources and economic actors from across ASEAN to address
important market or systemic failures that could not otherwise be addressed. By working together,
ASEAN member states can leverage each other's strengths and achieve greater economies of
scale, leading to the development of new and more efficient and effective industries. Based on
historical evidence within ASEAN and globally, accelerated industrial and economic integration
across member states can boost ASEAN GDP by 3-15%' over base projections and create more
than 6M new jobs till 2030.

Strategic Goal 2: Long-term sustainable development across ASEAN

Increased industrial cooperation ensures that ASEAN can achieve inclusive growth among
member countries. As economies recover from COVID-19, regional cooperation can help ensure
that new opportunities provide decent work and economic opportunities for all, including SMEs
and vulnerable groups. The industrial cooperation efforts that did not optimally yield the desired
results, among others, given inconsistency between regional and national interests, calls for a
renewed approach to industrial cooperation in ASEAN. Through tight coordination, AMS can
ensure that the benefits of industrial development are more widely distributed.

' Source: "Trade, Investment and Financial Integration in East Asia", ILO "Trade and regional
integration in Asia and the Pacific and the Arab States", Review of World Economics "Growth
Effects of Economic Integration: Evidence from EU Member States", Baldwin vs. Cecchini
revisited: the growth impact of the European Single Market
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Strategic Goal 3: Enhanced connectivity and sectoral cooperation across ASEAN member

states

Increased industrial cooperation necessitates for AMS to invest in better physical and digital
connectivity to support key projects that have high potential for growth and competitiveness in the
region. Development of key infrastructure projects, such as transportation networks, logistics
hubs, and digital connectivity is critical to reduce trade barriers and transaction costs. Improving
connectivity also includes the use of digital technologies and improved cross-border regulations
and procedures, providing smaller buyers with support for better supply security. As a result,
cooperation on industrial projects will improve the efficiency and reliability of supply chains,
making intra-ASEAN trade and investment more attractive overall.

4.2 Core Framework

Strategic Outcomes & Priorities

n Cross country collaboration i o Project selection mechanism e Incentives and support
Mechanism i
Za7s3 Public private cooperation mechanism | SEsek anl_:l Qua!iffcatic:_n D € Financial and non-financial incentives
o i - Strategic projects with focus on 1

=®» - Access to markets
= Incentives for large scale infra
= Alignment with other initiatives

and engagement
= Platform for public-private
engagement
= Project pairing w/right resources
= Implementation & technical

regional priorities/ overall welfare
= Overcome important market or
business failures, with benefits
across multiple countries
+ Act as catalysts to other sectors

consulting P
and accelerate initiatives on @ Additional support (illustrated via
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The current section focuses on the core framework of the AIPBI mechanism consisting of:

1.

Cross country collaboration mechanism including public-private cooperation
mechanism to enable effective cooperation between relevant agencies and involve
private sector early as well investor co-engagement platform to market ASEAN as one
region to source funding

A project selection mechanism with common selection and qualification criteria,
as well as include measures to simplify and expedite selection and approval processes

Recommended financial and non-financial incentives at 2 levels, including those that
can be coordinated/ influenced by ASEAN region, focusing more on improving access
to markets and any additional support that can be provided to participating players.

The various components of the core framework are intricately interlinked, and their
interdependence results in a multi-step process for the submission and selection of projects
under the new mechanism. The cross-country collaboration mechanism is crucial to the
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development of a strong pipeline of bankable projects that align with program’s vision and
objectives. Subsequently, this pipeline of projects undergoes a careful evaluation under the
project selection mechanism and is ultimately approved. Relevant incentives and support need to
be offered by governments to attract interest and ensure effective implementation of the selected

projects.

O
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4.2.1 Cross Country Collaboration Mechanism

Key design considerations:

(i)

(ii)

(i)

Need for Government-to-government and public-to-private systematic
communication channels: In order to achieve industrial integration and foster regional
growth, it is essential for ASEAN member states to establish regular coordination and
cooperation mechanism with each other as well as with the private sector. Large scale
industrial projects that promote connectivity and develop resilient and inclusive supply
chains need to be collectively identified to achieve this vision. The AIPBI framework holds
the potential to deliver substantial impact for ASEAN and create opportunities to develop
regional and global leaders, provided that the right projects are proposed and selected.

Need to define a clear and commonly shared program vision across AMS: To
ensure the success of the AIPBI program, a primary and crucial step is to precisely
articulate the strategic goals which explain program objectives and true intention of the
program. This is important to guide the nature and scope of proposals submitted by
national governments and the private sector.

Ensuring fair and equal opportunity to all member states to participate and benefit
from the initiative: The mechanism needs to be inclusive and ensure that all member
states, irrespective of economic or political background, have an equitable opportunity
to represent and benefit from the AIPBI.
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(iv) Transition to a more private sector led approach: Conventional processes in ASEAN

have been more government led, with limited inputs from private sector early in project
proposal process. This often leads to diluted interest and support from the private sector
in proposed projects. Hence, mechanism needs to be able to engage private sector early
in a secure and regulated manner.

(v) Consider feasibility in ASEAN’s context: The proposed mechanism should be
customized to ASEAN’s unique current context to ensure implementation and success
of the program.

Recommendations:

A more liberal approach to drive fair representation of member states in initial
phases; Evolve to a more structured approach over time

[ B

p— —

Senior ASEAN forum defines overarching & sector agnostic Priority sectors identified and sector wise regional
objectives working groups decide sectoral priorities
« Guides submission of only relevant proposals by govts « Helps to streamline and make the collaboration and proposal

= Objectives may include extending benefits to multiple member slbniieren prassses vrere fesed i s red

states, addressing a market failure or societal challenge, acting
as a catalyst to other sectors/ initiatives

Individual member states can propose projects which A formal region-wide process (such as a multi-national
align with these overarching program goals PPP alliance) to propose projects which fulfil program and
« Ensures all member states have an equitable opportunity to sectoral objectives
represent and benefit from the initiative + Collective and collaborative effort makes process more
formalized

Recommended in ASEAN's current context to — Ideal state over years based on process maturity
ensure free and fair flow of information and success to make the process more formalized

(i)

(ii)

A more liberal approach initially in ASEAN’s context to ensure fair representation,
evolving to a structured approach over time: A more liberal cross country
collaboration mechanism is devised to address the above-mentioned considerations,
ensuring free flow of information and should aim to evolve over time as the process
matures. Hence, distinct short-medium term and ideal state mechanisms devised.

An overarching, sector agnostic and commonly shared vision defined initially,
evolving to a more sector specific vision in long run

In initial phase, senior ASEAN forum defines overall program objectives to
guide submission of proposals by governments across sectors: The shared
vision and strategic goals for the program can be sector-agnostic in the initial phase
and focused on key objectives such as extending benefits to multiple member states
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or ASEAN as whole as well as addressing a market failure or societal challenge which
would not be addressed otherwise or should act as a catalyst to other sectors/
initiatives. These overarching program goals can be defined by senior ASEAN
forums.

Over time, sector specific priorities defined for prioritized sectors by regional
working groups to make the process more focused: As the process matures, it
becomes essential for ASEAN to prioritize specific sectors which will be supported
under AIPBI program, to streamline and make the collaboration and proposal
submission processes more focused and structured. In this regard, sector-wise
working groups can play a critical role in defining sector-wise objectives as they have
optimal balance of government representation to promote regional agenda and policy
objectives as well as technical expertise to understand sectoral gaps and goals for
cross-national development.

National governments may propose projects across sectors initially, while moving
to a more structured approach over time

Initially, a liberal approach where each member state can propose projects in
line with program objectives to ensure equal representation: Once the strategic
objectives have been established and comprehended by member states and the
private sector, it is recommended to adopt a liberal and flexible approach to propose
projects wherein each member state can propose projects that align with these
objectives, after due consultations with the private sector and other member states.
This is needed to ensure that all member states have an equitable opportunity to
represent and benefit from the initiative.

A more structured, formal and collaborative approach to develop project
pipeline in long run: As the program advances over time, potential projects in
prioritized sectors for the program may be identified in a more structured and
formalized manner, wherein various national governments and the

Governments to engage private sector upfront for proposal submission to ensure
commitment and leverage technical expertise: Across initial and steady states,
national governments may initiate a formal call of expression via an open RFI or create
a Public Private partnership Alliance to invite the private sector to submit project
proposals that are relevant to the program's scope, work plans, and detailed technical
requirements. By involving the private sector early in the process, commitments to
implement projects can be secured if the proposal project is approved and technical
expertise can be leveraged to ensure accurate project specifications and budgets. After
the submission of project proposals by the private sector, individual national
governments can evaluate the submissions at national level and recommend only the
most relevant projects for formal project selection process at the ASEAN level. This
approach will ensure that the projects recommended align with the strategic goals and
objectives of the AIPBI program.
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4.2.2 Project Selection Mechanism

The cross-country collaboration mechanism is poised to yield a considerable pipeline of
bankable projects proposed by member states, which must undergo a meticulous evaluation
process to ensure selection of projects supported under AIPBI.

In this regard, a two-factor selection mechanism is recommended to assess the proposed
projects, consisting of smart screening and a comprehensive qualification assessment:

1. Smart screening:
Key design consideration

(i) Given a more liberal approach to proposal submission, a preliminary screening is
needed to filter proposals upfront which do not align with program objectives: The
goal is to encourage national governments to submit only those projects which align with
the program's strategic objectives. Any project proposals which fail to align with the
overarching goals including early and adequate engagement with the private sector,
benefit to multiple member states, and addressing market failures or societal needs will
be filtered upfront during proposal submission process.

Recommendations
Screening based on certain strategic factors and questions
Early engagement and inputs from private sector
ool = Which private sector players support the proposed projects?
== - What methodology has been used to ensure adequate market insights/ needs
Conduct a smart have been captured?
screening during
project submission
mi Collaboration and benefit of multiple AMS
to eliminate o of muttip : .
. Q0 + Does the proposed project involve and benefit more than one state?
proposals irrelevant o050 = Have deliberations been conducted with other member states which
to the program will benefit/ participate in the project? If yes, which states?
Justification for submitting the project as a part of the initiative
) « Does the project fulfil any of the key objectives of the program incl.
é’ correcting a market failure/ societal causes/ acting as a catalyst to other
initiatives and how?
» Which strategic objectives of the sector are supported by the project?
Source: Exp: finion, BCG analysis

(i) A “smart screening” criteria introduced where governments have to answer three
strategic questions upfront during proposal submission, to filter only those
projects relevant to AIPBI: The smart screening process will involve a preliminary
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evaluation of every proposal submitted by member states against three strategic
dimensions. Only the proposals which pass through the smart screening questions which
be evaluated further in detail. The proposals will be filtered based on the following:

Adequate private sector engagement to ensure interest: this criteria aims to
ensure that the proposal has been developed in consultation with private players who
will actively support and participate in the project's implementation. Proposals led by
the private sector are expected to capture interest early and addresses a prominent
shortcoming of AIP program where private sector was engaged only after project
approval, therefore restricting participation.

Collaboration and benefit of multiple AMS: This criterion seeks to ensure that other
member states have been appropriately consulted, and that the proposed project has
the potential to deliver a mutually beneficial outcome for all states involved. By
aligning national interests with broader regional priorities, the program can support
projects which can maximize the impact and benefits of the initiative.

Strong need and rationale of project proposal: This criterion assesses the extent
to which the proposed project fulfils the overarching objective of the program and can
effectively address a significant market failure, promote societal causes, or catalyze
other initiatives/ sectors. The aim is to identify proposals that possess the greatest
potential to drive industrial integration, generate collaborative impact, and foster
sustainable development.

2. Comprehensive Qualification framework and due diligence:

Key design considerations

(i)

(ii)

(i)

Detailed assessment for selection of only the most promising and impactful
projects: The projects shortlisted under the smart screening criteria need to undergo a
further detailed assessment to ensure the selection of only those projects which align
with the vision and objectives of the program and have the highest chances of economic
success.

Fair representation of interests of under-represented countries/ segments of the
society which need assistance: The qualification mechanism needs to consider certain
strategic parameters which promote inclusivity and consider projects which advocate for
interests of under-represented countries / emerging markets as well as MSMEs/ other
segments which need to be uplifted.

Validation of authenticity of claims in proposals submitted: The mechanism needs
to be able to filter out projects with unrealistic claims, to increases chances of success
upon implementation.

Recommendations

Page 15 of 28



(i)

Draft endorsed to the ASEAN Senior Economic Officials Meeting (SEOM), May 2023

Qualification framework will consider multiple qualitative, strategic and
quantitative parameters

Parameter Description Type

l:‘ = Participation of atleast two AMS
» Alignment with policy and sectoral objectives

KPIs that are not directly

* Addresses societal challenges, which would not otherwise be adequately remedied R P R

l:l = Addresses business failures, preventing the project from being carried out otherwise|
* Acts as a catalyst to other sectors or improving other enabler initiatives
oo Inclusivity * Advocates for interest of underdeveloped countries / emerging markets SIliEE
oge " = Advances growth of MSMEs/ other segments which need assistance o o .
need subjective decision makin;
= Economic and job » Project’s potential for generating economic growth and job creation in the region
\8% potential ] P g 2 g ] g
Ll
0% Environmental impact s Impact on the environment, including air and water quality, and carbon emissions
o Quantitative
_ & ial i i i i i i
@D S g . Poten_tl.at impact on tht_e loc.at commumty, including the potential for displacement, KPls which can be measured
gentrification, and social disruption eEsyY s .
numerically/ objectified using
- statistical/ other analysis
S =simooeviand . D et ) it e o sy el s M g
T S egree of innovation and introduction of new technologies in the region
E Regulatory » Compliance with local and national regulations, including environmental, labor, and
==| compliance safety regulations

Source: Expert opinion, BCG analysis

A multi-parameter scoring mechanism to evaluate projects holistically across
three dimensions, with special emphasis on inclusivity: Proposed projects will be
evaluated on three different types of parameters, including qualitative, strategic, and
quantitative parameters, which will assist in a comprehensive assessment of the
shortlisted projects for final recommendation to senior ASEAN forums.

Qualitative parameters to assess alignment with overall program objectives:
The qualitative parameters, while not directly quantifiable, are critical in assessing the
degree to which a proposed project aligns with program objectives and addresses
genuine market or societal needs. These include:

i. Participation of at least two ASEAN Member States

ii. Extent of alignment with overall policy objectives such as addressing a
societal challenge, which would not otherwise be adequately remedied or
addressing a market failure, preventing the project from being carried out
otherwise or acting as a catalyst to other sectors or improving other
enabler initiatives

Strategic parameters to encourage projects which promote interests of under-
represented countries/ MSMEs: Beyond qualitative parameters, strategic
parameters give additional weightage to projects that promote inclusivity by
advocating interests of countries from weaker economic or political background or
advance growth of MSMEs/ other segments which need assistance.

c. Quantitative parameters to assess projects on economic and other objective

dimensions: These parameters can be measured numerically/ objectified using
statistical/ other analysis and include:

i. Economic and job potential of the project
ii. Environmental impact (including air and water quality, and carbon
emissions)
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ii. Social impact (including the potential for displacement, gentrification, and
social disruption)

iv. Technology and innovation: Degree of R&D, innovation and introduction
of new technologies in the region
V. Regulatory compliance to ensure proposed project is compliant with local

and national regulations.

Rigorous due diligence to ensure authenticity of claims: Upon successful evaluation
based on the multi-parameter scoring mechanism, the shortlisted projects will be
subjected to a rigorous due diligence process to validate the claims made in the project
proposal. Once the due diligence is completed and the projects are found to be authentic
and feasible, a final list of recommended projects will be presented to the senior ASEAN
forums for approval.

Onboarding an independent third-party technical partner for project evaluation to
ensure unbiased and quick decision making: Due to the technical complexity and
extensive manual work required for the evaluation process, it is advisable to engage an
independent third party (technical partner, consultant or research agency) for project
evaluation. Such an external entity can expedite the decision-making process and
provide objective and unbiased recommendations, unlike a government entity which may
have a conflict of interest and may not be able to ensure an impartial selection process.
This approach can also help reduce administrative workload and enhance the overall
quality and efficiency of the selection mechanism.

4.2.3 Approval Mechanism

Key design considerations

(i)

(ii)

Pre-empt delays and expedite the final decision making: The mechanism needs to
ensure fast and unbiased approval process by the senior ASEAN forum for projects
recommended by the independent third party and pre-empt bureaucratic delays in
decision making.

Avoid disagreement due to limited/ no participation from any member state: The
mechanism should be able to address the concerns of any member state which has been
partially/ not represented in the current project selection phase.

Recommendations:
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For final approval of projects recommended by implementation partner, open
communication and transparency critical to pre-empt delays

Implementation partner !q | *

Shares i \
recommendations with /

Senior ASEAN forum /

Lack of consent/ rejection of  Follow up discussion year will be given
Detailed and any of the projects for those projects * Approval granted priority in subsequent
transparent discussion recommended cycle, along with
regarding reasons for " o ) " technical assistance
disgconseﬁt / rejection Possible reasons for disagreements Possible corrective measures
of the specific project . . = "Rollover priority” : States which are not represented in Clear and transparent
and potential Pz Ll e current year will be given priority in subsequent cycle; 9 processes
e e of any member country in the

Source: BCG analysis

Project recommendation
accepted (fully/ partially) Key levers appHed

Results declared publicly [ Ensuring inclusivity and

fairness for member states
via "Rollover priority’
« Equal opportunity to all
AMS to participate and
benefit from the
initiative, regardless of

A J

socio-economic-political
With clear reasons for P

acceptance/ rejection condition
« Any states which are not

represented in current

special assistance to develop national champions and submit

recommended projects robust proposals

+ Promotes
accountability, fosters

Conflict of interest with existing = Q&A/ follow up discussion with implementation partner on collaboration, and
industry of a member country due diligence results and need for such project builds trust among
Insufficient justification for «  Follow up discussion with involved states, private sector & stakeholders
project selection implementation partner to justify need for such project

(i)

(ii)

Establish clear and transparent processes to expedite decision making process
and drive accountability for results: The results regarding approval/ rejection/ delays
of the projects with associated reasons may be discussed or declared publicly to drive
transparency and accountability. Transparency helps to pre-empt delays due to
bureaucracy and expedite the decision-making process.

Introduce “Rollover priority” wherein under-represented states will be given
priority in subsequent cycle to mitigate disagreements: The concept of “rollover
priority” will be introduced to give equal opportunity to all AMS to participate and benefit
from the initiative, wherein any states which are not represented in current year will be
given priority in subsequent cycle, along with any technical assistance if needed.

4.2.4 Incentives and Support

Key design considerations:

(i)

(ii)

Offer incentives that are critical and attractive to private sector: ASEAN member
states must provide incentives to attract interest and participation of private sector in the
approved projects. Without these incentives, the project may not be feasible or
successful.

Promotion of incentives that can be influenced/ coordinated at an ASEAN level,
especially increasing access to markets while protecting domestic industries:
Although individual countries offer incentives and subsidies for such projects, the
mechanism needs to promote incentives that can be coordinated/ influenced at an
ASEAN level, especially improving access to markets for smoother project operations
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domestic industry concerns about competition.

Recommendations

Trade incentives
(non-tariff
measures)

R&D related
incentives

Talent movement
related incentive

Operational
incentives

Financial
incentives

Unification of product-quality standards,
performance requirements or sanitation across
countries

Simplification and unification of customs
procedures such as effectively using
marketplace and common license

Unification of IP regulations incl. acceptance
and protection of Intellectual Property

Financial R&D grants to cover cost of research;
Priority access to relevant research facilities
across ASEAN/ international expert networks

Introduce ASEAN level work permits and visas
such as Special visa option/ priority visa for
skilled workforce and executives

Operation and maintenance support such as
subsidized energy costs and training &
development support

Tax incentives for projects supported

Capital asset aid for projects supported incl.
land, construction, equipment etc.

High priority incentives for current initiative

° ASEAN single window launched but not implemented yet
leading to duplicate and cumbersome documentation as
well as delays in custom controls

- Former Integration Director ASEAN secretary, 2023

@ Customs procedures for imports and exports have been
simplified, but 55% of enterprises still find specialized
inspection procedures complicated.

- Vietnamnet, 2022

0 In the US and EU, one application can cover a large region
for IP protection, but in ASEAN, companies face varying
rules and practices across countries. - NBR, 2021

@ In aerospace company, there is a huge R&D cost involved so
any R&D grants are extremely attractive for me.
- CEO of confidential aerospace company, 2023

o We still faces challenges renewing work visas for our
expatriate workers in some places in ASEAN, it should not
so difficult to move talent around.

- Regional Manager of Caterpillar in ASEAN, 2015

@ Labor costs might be low, but we need to make large
investment in training and developing the local labor to run
the factories in ASEAN and also support domestic talent

- COO of Artesyn Technologies in Asia, 2015

0 Autonomy by each country to offer fiscal and capex related
incentives for each project; promote transparency to avoid
subsidy wars

(i) Incentives influenced/ coordinated at an ASEAN level: Three types of incentives
have been identified as particularly attractive and can be managed at an ASEAN level.

a) Trade related incentives (non-tariff measures) that enable trade and promote
access to markets: These trade-related incentives can be very attractive for private
sector players and can be managed at an ASEAN level.

¢ Unification of product quality standards: The first incentive involves addressing
the issue of variations in product quality standards and requirements across different
countries. Such variations can lead to duplication and cumbersome documentation
in multinational projects. Incentives aimed at unifying product quality standards can
help establish large-scale projects involving multiple member states.

o Simplified customs procedures or the introduction of a priority or common
trade license: The second incentive pertains to addressing the complexities and
delays in customs procedures. While the single ASEAN platform has been launched,
it has not been completely operationalized, leading to notable delays in custom
clearances for products. Simplified customs procedures/ priority or common trade
license for such projects can significantly impact the intra-ASEAN movement of
goods-related businesses.
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b) Promotion of Research and development to drive innovation: Offering research

and development related incentives is of paramount importance to promote domestic
innovation and attract private investor globally.

¢ Financial R&D grants and related incentives can serve as a catalyst for
innovation and technology development., especially in nascent or high R&D
sectors such as green energy, aerospace, others.

¢ Unification of IP regulations: Companies have faced challenges in obtaining
recognition and protection for their intellectual properties (IP) across different
ASEAN countries. Encouraging more Mutual Recognition Agreements (MRAs)
and unifying IP regulations using a single IP application for different AMS, can
significantly enhance investor confidence.

c) Talent related incentives such as common ASEAN-level work permits or

priority visa lanes for smooth movement of skilled workforce: Private companies
often face obstacles in the movement of talent across member states, particularly
skilled workforce and senior executives in the absence of a common work permit and
complicated work visa procedures. To address this issue, the introduction of common
ASEAN-level work permits and visas or priority visa lanes at airports for skilled
workers of the projects can facilitate smooth movement of talent across the region.

(i) Incentives and subsidies offered by individual states: Such incentives may comprise
of, but are not limited to, the following:

a)

b)

e)

Fiscal incentives, including tax benefits, which are commonly offered by national
governments for industrial projects and are critical for private players.

Other financial incentives, such as state aid for the cost of constructing R&D labs,
equipment, and capital expenditures, can be supported by state governments for a
shared funding model between the public and private sectors, as agreed upon in
discussions with private sector stakeholders.

Financial support for training the local workforce, which can be supported by
upskilling/unemployment-related national funds, has been identified as attractive by
multiple private sector entities.

Operational incentives, similar to those offered in Special Economic Zones, such as
subsidized electricity and lower costs of land and loan, can be offered by individual
national governments.

Other incentives can also be offered by individual governments based on discussions
with private sector players, as appropriate.

However, to ensure fair competition and prevent unnecessary subsidy wars among member
states, it is recommended that the incentives offered by each country are transparent and
consistent across all projects in the same sector. The efforts can be coordinated by ASEAN to
avoid such subsidy wars. This will help to avoid distortion of market forces and ensure a level
playing field for private players.
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Moreover, the incentives should be aligned with the overall objectives of the ASEAN community,
such as promoting sustainable development, reducing carbon emissions, and enhancing regional
connectivity. This will ensure that the projects are in line with the broader goals of the ASEAN
integration and contribute to the growth and development of the region as a whole.

4.2.5 Investor co-engagement platform

Key design consideration

(i) Need for coordination of efforts by national investment agencies: Cross-country
investment in ASEAN as a region is seen as a driver of growth for business and
government leaders globally. Currently, investment promotion in ASEAN is limited to
individual national agencies from each country such as INA, EDB, MIDA, Foreign
Investment Agency, CDC amongst others., undermining the potential to promote ASEAN
as a region for economic investment. While certain functions are retained at the national
level, collaboration on other functions such as coordination to identify win-win investment
incentives, co-marketing of ASEAN to highlight complementarity benefits, information
sharing about interested investors and highlighting voice of investor can unlock synergies
and promote multi-country investments.

Recommendation

A pan-ASEAN investment facilitation platform markets the attractiveness of
ASEAN as a region and facilitates multi-country investment

Current state of investment . - : : .
= promotion in ASEAN limited to é A pan-ASEAN investment facilitation platform will draw investors in based on
oS national agencies =¥ ASEAN's regional value proposition and facilitate multi-country investments
= | Mo ) EE
—= MDA Pan-ASEAN S
= 9]
investment EDB ]
‘ EDB I facilitation platform 3
° Foreign Investment Agency ]
‘ Foreign Investment Agency I _I
0. | Sector-specific cne ] n
R ) gmg ASEAN working i
e O™ groups
‘ I v A - . Investment Voice for and
-,% ng;ﬁ;"“;ﬁs;gﬁgf’ ME‘;&"‘;?[?F"&E{OB facilitation for cross- engagement with
= inrzentives topinvestyors country investment industry on regulation
o rojects harmonization
« Individual AMS promote investment @ = — D . -
into their own countries 5§  Coordinate win-win Promote Coordinate and Relay investor feedback
+ No coordinated effort to promote o incentives for cross- complementary exchange information on preferred
ASEAN as a whole @ country investments benefits of investing  between national IPAs', incentives/
> across ASEAN and refer interested regulation to working
Lx build ASEAN brand investors to them groups -/
. v

1. Investment promotion agency

(i) Establishment of a pan-ASEAN investment facilitation platform to market ASEAN
as a whole: Developing a pan-ASEAN investment facilitation platform to complement
the role of national investment promotion agencies by promoting investment into the
ASEAN region as a whole, and facilitating multi-country investments through co-
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marketing and incentive coordination, can draw investors in based on ASEAN's regional
value proposition and facilitate multi-country investments.

4.3 Enablers for Implementation

Enablers
for

Implement

ation

4 Monitoring and evaluation mechanism

Processes for proposal submission

6 Governance mechanism (ad-hoc task force

The current section focuses on enablers for implementation of ASEAN Industrial Project Based
Initiatives including:

1.

Monitoring and evaluation mechanism with trackable KPIs to track progress of the
program/ project as well as measures to further drive success and impact.

A proposal submission mechanism which allows private sector and/or state-owned
enterprises to submit proposals

A governance mechanism to drive program excellence as well as conduct monitoring,
evaluation, and other coordination activities.

4.3.1 Monitoring and Evaluation Mechanism

A robust monitoring and evaluation mechanism is one of the key enablers to track and drive
success of projects under AIPBI.

Key design considerations:

(i)

(ii)

Need to identify pivotal KPIs that can indicate success/ failure early: Not all KPIs
are equally critical throughout the lifecycle of a project. Outcome indicators may take
years to materialize, making it crucial to identify KPIs that can be monitored early on and
provide an indication of potential success.

Need for accompanying processes that can promote transparency and drive
performance: In addition to identification of pivotal KPlIs, it is critical to establish parallel
checks and balances that can encourage governments and private sector participants to
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drive and ensure positive performance of the projects, while leveraging any best

practices from other member states.

Recommendations

Different indicators based on nature and project stage recommended for

continued MEL

Catalytic indicators
Fundamental milestones before project
Type of KPI initiation
= Participating countries finalize
terms of trade and customs
procedures for the project

= Participating countries agree on
unification of product quality
standards/ IP protection policies

[ ke

l? Sector specific
€I KPIs R&D related grants finalized
between govt. and private player

Track the impact o
g f to cover cost of research

project on
respective sector

» Land acquired to setup plant

= Relevant permits (business,
export, and trade) applied and
received

« Work visas/ permits received for

talent mobility

Project specific

a" KPls
%
Track the

performance of
each project

Leading indicators
KPIs that can be tracked early on

Number of private players and
MSMEs onboarded and contracts
finalized
Number of AMS participating

+ Tax incentives finalized

Example of green energy sector:
Newly installed power generation
capacity from clean energy
Development of energy
transmission grid

« Construction of plant (initiated,
50% and 100% completed)
= Plant operationalized

Prepared by national govt.

Lagging indicators
KPIs that take time to materialize

* ASEAN ‘s integration to move
towards a single market

*  Market failure addressed /
societal caused achieved /
enabled other sector or initiative

= Tax benefits availed

Illustrative

Example of green energy sector:
Reduction of carbonized emission
directly & indirectly
Impact on cost and availability of
hydrogen

= Number of new jobs created

+ Financial status of project

+ Number of strategic cooperation/
synergies

.

Prepared by relevant company

(i) Three different types of KPIs tracked, with special emphasis on “catalytic" and
"leading" indicators that indicate success early: “Catalytic”, “leading” and “lagging”
indicators tailored to the stage of the project implementation identified for continued
progress tracking and monitoring. Some of these indicators may be tracked at a program
level where national governments have better visibility, while others may be more sector
or project specific and reported by relevant private sector players.

a. Catalytic indicators to track progress on key incentives that enable project

implementation: These indicators are fundamental milestones to be achieved before
project starts and may include progress on key ASEAN level incentives such as
contractual agreements between member states for trade facilitation, IP protection,
unification of standards, land acquisition, work permits amongst others.

Leading indicators to track executional progress since project initiation: These
indicators can be tracked early to monitor if project execution (such as construction,
private sector contracting, others) is in line with original workplan and timelines, as
well as the if the project is headed in the right direction.

Lagging indicators to measure outcome and impact of the projects, but take
time to materialize: These indicators track final outcomes of the program/ project
including impact on economic and regional integration, extent to which the market
failure has been addressed, economic achievement and job creation amongst others.
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Different KPls may be reported by the national government or private players
based on involvement and visibility: Program level KPIs which track overall impact
of the AIPBI program will be reported by national governments while sector and
project specific KPIs will be reported by participating industrial players.

Linking disbursements to milestones can instill a performance driven culture,
increasing probability of project success

-
()

-

LB
E.

Milestone
Task force finalizes KPIs. Evaluation b achieved Fi .
and report templates to Collect data from @, Lvaluation by TN my | nencal
: . = special task LED, — disbursement
monitor & evaluate multiple sources Ry = .
program force as defined
. Govts. can conduct
Submit to the Task force additional MEL at national
level as well
S S —
Reports Reports shared || | Publicly published data 1) Milestone not
crleated by by companies sources: “._“ achieved
national govt. in prescribed Country or ASEAN database for
in prescri bed I:i - country stats, company
format ormat specific for financial reports

@= Key levers applied Ensuring evaluations influence change by incentivizing achievement of development outcomes ]

Special discussion or Withhold further
special report for disbursement

Enable advanced analytics justification
visualization dashboard & automation through API integration incl.
utilization of ASEANStats dashboards

(ii)

(iii)

(iv)

Link incentive disbursal to achievement of milestones to drive performance and
success: Instilling a performance linked culture and linking achievement of pre-agreed
milestones to disbursement of incentives helps in acknowledging success achieved/
pushing private sector to move towards better performance. A task force will collect and
evaluate data on the agreed KPlIs to suggest member states to disburse or withhold the
incentives.

Track relative performance and publish performance reports for information and
insight sharing: A relative report on achievements and findings across projects may be
made publicly available on discussion forums or other online portals. The purpose of this
is to acknowledge successful projects and create a learning opportunity for those who
have not met their milestones. By providing transparency in the reporting process,
projects that have fallen behind will be encouraged to learn from their peers and improve
to achieve success.

Other supporting enablers can help improve efficiency of the MEL process:
Multiple enablers such as triangulating wide range of data sources, enabling advanced
analytics through user- friendly dashboards for decision making and establish a task
force with clear roles and accountability, supported by structured processes can help in
further improving the efficacy of monitoring and evaluation mechanism.
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4.3.2 Proposal Submission process

Key design considerations

(i)

(ii)

Need to establish a standardized proposal submission process across member
states: Given participation of multiple member states in the same project and current
variations in tendering process across countries, a standardized proposal submission
process is needed to seek proposals from private sector.

Opportunity to create a more interactive proposal submission process: Traditional
tendering processes have limited engagement with the private sector, which may result
in project scope gaps and delays in addressing any concerns and question they may
have in the process. The new mechanism can create additional opportunities to devise
a more interactive proposal submission process under AIPBI.

Recommendations

Need for a standardized and interactive proposal submission process across
member states

From: Varying proposal submission processes with pain To: A standardized and smooth proposal submission
points for applicants mechanism
oD .
Different countries request similar information in Reli.ease &ﬂqn relevant. govt. platforms with
varying templates, resulting in duplication of Preparation project requirements, m?ludlng the scope
efforts at times; there is no standardized process & invitation and objectives; standardized template for

Preparation
and invite
proposals

Proposal
submission

Source: Expert opinion, BCG analysis

-CEOQ, private sector co proposal across countries
» .

Pre- Invite interested investors for a seminar and
application explain them objective, scope of work,
discussion application and approval process

Tenders, esp. open bids, are often vague and
directional; may lead to project scope gap
-Intl. ventures head, private sector co.

Fix a reasonable deadline to invite
applications in a very objective and
straightforward template

Pre-application discussion can help build E
partnerships with applicants across different Proposal
parts of the value chain submission

-CFO, private sector co. Establish platform for bidders to ask any

questions, report any irregularities or

concerns they may have

Govts. need a behavioral shift from tender | eewees .

seekers to partners; response to tendering

questions is often delayed/ unsatisfactory Evaluate &
-CEO, private sector co.

Review by national ministries and selection
of the successful applicant; leverage a
technical partner if needed

—O —O0 —0 ——¢

(i)

(ii)

A codified proposal submission process with uniform templates across member
states for standardization: Standardizing proposal submission templates across
member states can help in seeking detailed, uniform and complete information from the
private sector. The information in the tender template may include, but not be limited to
company information, project description and need for the project, infrastructure
investment, work plan, investment details and projected impact.

Pre-application discussion for a more interactive and collaborative proposal
submission process: To ensure that interested parties fully understand the objectives,
scope of work, and application and approval processes, it is recommended that the
interested participants are invited to a seminar or discussion before the application
process. This approach helps address common issues where tender requirements are
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unclear as well as creates an opportunity for complementary applicants to collaborate
for proposal submission.

Establishing a tech-enabled communication platform for query redressal: During
the submission process, it is still essential to provide a robust support system, including
a communication platform that can address any questions or concerns that may arise
from private sector. This platform can incorporate technologies such as chatbots to offer
continuous support and guidance to applicants.

4.3.3 Governance mechanism

Key design considerations

(i)

a.

A governing entity needed to drive program excellence and conduct reporting &
monitoring, incentives coordination and dispute resolution: A program specific
governing entity is needed to achieve four objectives including:

Entity will have to drive program excellence: This includes coordinating across key
stakeholders throughout program lifecycle, ensuring "rollover priority" is maintained,
facilitating sector selection process in ideal state and onboarding and overseeing
activities of independent third parties during the process.

The entity will have to conduct regular reporting and monitoring to track
progress: These include overseeing and measuring progress of projects by finalizing
targets/ KPls, setting a fixed reporting cadence and highlighting any concerns/
corrective actions if needed. The entity will be responsible for consolidating findings
and publishing relevant reports.

Governance entity will have to coordinate performance linked disbursements:
The entity will have to coordinate activities linked to performance linked incentive
disbursement including agreeing on milestones, tracking progress and coordinating
with national governments to disburse/ withhold incentives.

The entity will have to resolve disputes: Disagreements and miscommunications
might happen in the project. The governance entity will need to identify the dispute,
investigate to understand the root cause, conduct discussion, and implement the
resolution. Situation will be monitored to ensure the dispute is fully resolved to avoid
any blockers to project success.

(i) The governing body should fulfil the 4 key objectives in an objective, timely,

(i)

unbiased and inclusive manner: The governing entity should hold accountability for
the four key functions and report any shortcoming/ challenges at the earliest for
corrective action. Additionally, the governance mechanism needs to ensure fairness and
inclusivity across member states for an unbiased and timely decision making.

The governing entity needs to have adequate availability of resources, technical
experts and bandwidth: The governing body needs to consist of sufficient technical
experts, who can bring specialized knowledge and skills that are crucial for ensuring
accurate monitoring and effective decision-making in implementing corrective measures
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during project implementation. The experts need to have enough bandwidth for
continued correspondence with governments and private sector for regular reporting and
monitoring and other groundwork.

Recommendations

Proposed structure of the task force for AIPBI

Governing board

Governing board: Roles and responsibilities
Chairman
Minister/ senior official appointed by
AEM on a rolling basis

« Driving program excellence incl. stakeholder mgt, feedback
mechanism and ensuring fairness and inclusivity

« Overall program level monitoring, evaluation and impact
tracking and reporting to AEM/ SEOM

Civil servants/
senior officials
from each AMS

ASEAN Secretariat + Review reports from individual task forces and coordinate
representatives with national govts. for incentives

« Dispute resolution

- Expert - Expert - Expert

recommended recommended recommended « Reporting and monitoring incl. KPI tacking via continued
from each AMS from each AMS from each AMS engagement and cadence with national govts. and private
1 :
° sector players; escalate any concerns or disputes if needed to
- Relevant - Relevant - Relevant governing body
working group working group working group « Create progress reports and share with governing body incl.
members members members

achievement of milestones and potential disbursements/

. = withholds
« Project specific squad may/ may not be an existing working group based

on resources, maturity and capability
« Evolve to a more private sector heavy squad to reduce admin workload

(i)

(ii)

A two-tier governance mechanism recommended with an advisory program level
and technical project level governing bodies: The governing body will consist of an
overall governing board and project specific squads. A two-tier mechanism helps to hold
accountability from the governing board for overall success of the initiative, while
ensuring sufficient technical and sectoral expertise for regular monitoring and reporting.

The governing board will be representative of all member states and
responsible for overall program success and monitoring: The Governing board
will consist of a Chairman, elected by the ASEAN Economic Ministers on a rolling
basis, one senior official/ minister each appointed by every AMS and representatives
from ASEAN Secretariat. This will ensure that the governing board has a fair
representative from each AMS. The Governing board will be responsible for driving
overall program excellence, overseeing program level impact, reporting to AEM and
SEOM as well as conducting dispute resolution.

Project specific squads may consist of technical experts to conduct
groundwork and project specific reporting: Dedicated project specific squads may
be established for projects from different sectors, consisting of sector specific technical
experts and will be responsible for reporting to the governing board with project
updates. The squad may consist of relevant working groups, if available with sufficient
technical expertise, representation and resource availability or have one expert
recommended from each AMS. As the dedicated squad, they will be actively engaging
with relevant project stakeholders, executing the reporting and monitoring functions,
and escalating any concerns and disputes to the governing board. As the process
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matures, governments may aim to actively involve private sector experts to reduce
administrative workload on government resources.

5 Way Forward
5.1 Implementation of the Framework

Subject to alignment of the proposed mechanism in SEOM 2, further considerations on timeline
and prioritization of implementation activities will be provided.

5.2 Closing Thoughts

The application of this framework will propel economic integration in ASEAN and leverage
industrial development as a catalyst to strong, inclusive, and sustainable growth in the region.
AIPBI framework has significant potential to drive faster recovery from pandemic and create a
more resilient future with the opportunity to create regional and global champions. The application
of this Framework shall exempt matters relating to national sovereignty, national security, public
safety, and all government activities deemed suitable for exemption by an AMS. The Framework
may be adjusted as necessary with the consent of all AMS.
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