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Forewords

It is, nevertheless, exciting to witness  
the growing economic integration of 
the ASEAN countries. ASEAN 
recognizes that the group is far more 
influential collectively than individually. 
The launch of the AEC at the end of 
2015 will forge closer ties between 
otherwise highly diverse nations. 

To those who are not familiar with 
ASEAN, the Association’s diversity can 
be surprising – and somewhat daunting. 
My current home, Indonesia, is almost 
100 times bigger than Laos in economic 
terms. And with 250 million citizens,  
it is by far the most populous country 
within ASEAN, too. But just as is the 
case in Europe, size is not everything: 
Singapore has fewer than six million 
people, but its GDP per capita is nearly 
eight times higher than Indonesia’s. 

The region is also highly diverse in 
terms of its peoples. It is home to many 
ethnic groups, religions, languages and – 
of course – different approaches to 
how business should be conducted. 
Here in Indonesia, you have to learn  
to be patient when it comes to 
meetings: initial business meetings 
usually don’t involve much business  
at all. On the other hand, bargaining  
is rife, and it is important not to give  
way too quickly when negotiating. 
Discovering how trade is conducted  
is a major challenge – but the key  
to success.

Many challenges still lie ahead of 
ASEAN. While there has been much 
progress regarding tariff reduction, 
close integration in other economic 
realms is still lacking. For example, 
trade in services is much less free than 
in goods, and competition policies as 
well as intellectual property protection 
still vary widely across ASEAN 
members. There is concern that 
progress will stall or be delayed. But 
these are the usual bumps in a road 
towards regional integration.

The findings of the survey you are 
holding in your hands bear testament 
to a positive perception of the 
developments in ASEAN by German 
business leaders. High expectations are 
linked to ASEAN economic integration, 
in particular regarding investment 
opportunities. The survey shows that 
numerous German companies are on 
the starting blocks, waiting for the 
starting shot. I expect the AEC to be 
that starting signal.

Should there be anything the  
German Embassy in Jakarta can do  
to support this endeavor, we are  
more than happy to assist through 
information and advice.

Dr. Georg Witschel

Ambassador of the Federal 
Republic of Germany to 
Indonesia, ASEAN and 
Timor-Leste

Towards	a	more	
integrated	ASEAN

For me, a German citizen and 
confirmed European, unity in diversity 
is a valid and precious political concept. 
There is strong historical evidence that 
regional economic integration 
promotes growth and welfare among 
member states. The European Union 
with its now 28 member states is best 
proof for this assumption. However, 
the integration of nations is a process 
that never comes to an end. This is true 
for the EU as well as for ASEAN. We 
should thus not expect the ASEAN 
Economic Community (AEC) to be 
‘accomplished’ someday soon. It will 
remain a work in progress for many 
years to come.

ASEAN 2015 and beyond: Are German investors missing out?
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German companies thus far have 
spotted the gap. Asian countries, and 
especially Japan, have dominated foreign 
direct investment (FDI) into ASEAN 
countries. But the formation of the 
AEC, creating a single pool of over 
600 million consumers, is awakening 
interest in the region from around the 
globe. With the launch due to take 
effect on 31 December 2015, interest 
from German investors has been 
growing in recent years, with an 
increased awareness about the vast 
prospects for the region. 

Of course, the ASEAN countries are 
hugely diverse – even more so than 
within the EU itself. Visitors to 
Singapore or Kuala Lumpur will find 
themselves in modern, highly developed 
cities, whereas those visiting Ho Chi 
Minh City or Yangon will enter a 
bustling, buzzing world that is changing 
on a daily basis. This tremendous 
diversity is also a concern for German 
investors: regulatory regimes and 
political stability vary widely, as does 
the perception of corruption and 
bureaucracy. Nevertheless, what is 
incredibly encouraging from our study 
is that German companies which are 
already operating in the region find 
much less to be worried about. The 
region is certainly more difficult to 
handle when looking from the outside 
in, than it is when looking from the 
inside out.

In general, I’ve observed that once  
the initial barriers to entry have been 
surmounted, tremendous opportunities 
await. Of course, it can be a bumpy 
journey – and investors should be ready 
for a range of challenges, from basic 
infrastructure issues through to 
personnel and talent difficulties. The 
key to success lies in adopting the 
philosophy of many Japanese investors 
in the region: plan for the long term,  
to be here for good. The region’s 
populace is largely young, highly 
aspirational and dynamic – a world 
apart from ageing, slow-moving Europe. 
At a more personal level, I also observe 
that many expatriates who move into 
ASEAN find it hard to leave. 
 
More materially, though, what German 
companies need to realize is that 
missing the opportunity to develop a 
presence in ASEAN today would be 
similar to avoiding China over the past 
decade – a costly mistake. To help the 
decision-making process, this report 
provides a snapshot of the ASEAN 
marketplace, highlights the shifting 
investment patterns seen here, and 
profiles current insights based on the 
views of German companies active here 
today. I’d welcome the opportunity to 
talk you through it in more detail.

Thomas Wirtz

Partner, Transaction 
Advisory Services, Head of 
German Business Center 
Indonesia, EY Indonesia

The	ASEAN	
opportunity	

When I first relocated to Indonesia in 
early 2008, I recall being deeply struck 
by the vast differences between my 
new home and my home country, 
Germany, in terms of their confidence 
and outlook for growth. At the time, 
Europe was about to endure one of the 
worst financial crises in living memory, 
whereas South East Asia would remain 
one of the fastest-growing regions in 
the world. In fact, between 2001 and 
2013, only China would expand more 
rapidly than ASEAN. 

For those investors that identified  
this opportunity early on, their courage 
has paid off. However, relatively few 

ASEAN and Germany. In 2013 a new 
AHK office was established in 
Myanmar, showing the commitment  
of the German government and 
businesses to support German 
companies in their efforts to reach  
out to new markets, while at the same 
time acknowledging the potential of 
the ASEAN region. It was the first  
such representation of the European 
business sector in Myanmar.

From an economic perspective, 
resource-rich ASEAN with its 
600 million consumers is one of the 
most interesting regions in the world. 
Yet, German companies have to 
recognize it and position themselves  
to benefit from its long-term growth 
potential. Compared with the EU,  
the level of integration in ASEAN is 
still at an early stage. At the same time 
the level of economic development 
among the 10 member countries varies 
widely. Nevertheless the enactment  
of the AEC at the end of 2015 will 
further enhance regional integration 
and strengthen cooperation between 
the member countries. Even though 
the AEC is no end in itself it is an 
important milestone that will put the 
region into the spotlight of the 
international business community. 
Based on the survey findings in this 
report, German business engagement 
and investment in the region are 
expected to rise over the coming years.

The present study is the result of 
cooperation between AHK-ASEAN, 
EY and the German embassies. I would 
like to thank both partners for their 
strong commitment to making the 
project a success. With this survey  
we wanted to analyze the perceptions  
and expectations among German 
companies in regard to the upcoming 
AEC. Most of the surveyed companies 
already have some operations on the 
ground within the region. The positive 
results are therefore encouraging  
since they reflect the view of experts 
who are doing business in the region 
already and who follow the 
developments closely.

We hope this report will further 
promote the ASEAN region as an 
emerging market with long-term 
business potential for German industry. 
Through AHK-ASEAN, companies have 
access to an extensive network of 
business and political contacts in the 
key ASEAN markets that have been 
built up through the long-standing 
presence of AHK offices in the region.

Jan Rönnfeld

Managing Director AHk 
Indonesien/EkONID

The	Network	of	
German	Chambers		
of	Commerce	and	
Industry	in	ASEAN

The Network of German Chambers  
of Commerce and Industry in ASEAN 
(AHK-ASEAN) was founded in 2012  
by the German bilateral chambers 
abroad (AHK). It launched in the 
ASEAN-6 countries, comprising Brunei 
Darussalam, Indonesia, Malaysia, the 
Philippines, Singapore and Thailand. 
The mission of AHK-ASEAN is to 
strengthen the regional cooperation 
within ASEAN and to enhance the 
trade and investment relations between 
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Germany’s	FDI	into	ASEAN	has	grown	over		
the	past	decade,	but	has	significant	potential		
for	further	expansion.	

Although highly variable from year to year, the stock of  
FDI from Germany into ASEAN has risen over the past 
decade. About 1.9% of the total stock of German FDI 
invested is now across the region, representing over €18b. 
However, given that ASEAN represents 3% of global GDP 
and includes some of the world’s fastest growing economies, 
German investment is not yet proportionate to the 
opportunities. German FDI also lags that of rival investors 
such as the US, which invested about ten times as much  
total FDI stock into ASEAN, accounting for 4.3% of its  
total FDI. Japan also has a long-established presence in  
the region. Both countries’ total FDI stock has grown far  
more rapidly than Germany’s since 2009.

ASEAN’s	integration	goals	remain	a	long		
way	off,	but	the	implementation	of	the	AEC	is		
a	clear	move	in	the	right	direction.

ASEAN is far from being a single market and the current 
level of integration is modest relative to the region’s long-
term ambitions. The implementation of the AEC in 
December 2015 will not transform ASEAN either, but it does 
seem likely to serve as a tipping point for German investment 
in the region — marking a watershed where the 10 countries 
start to be perceived as a more connected region for 
growth. About two in three (65%) of the companies we 
polled see the implementation of the AEC as a factor that 
will directly influence their company’s willingness to increase 
its investment into ASEAN.

Although	coming	from	a	very	low		
base,	ASEAN’s	frontier	markets	are	of	
key	interest	to	German	companies.

Myanmar, Vietnam and Cambodia show the  
largest potential for growth in investment from 
German investors, according to our survey 
respondents. Of course, the absolute value of 
investment in those countries will remain low 
relative to countries such as Singapore or 
Indonesia, where the existing stock of FDI is 
already much higher.

German	companies	are	realistic	about	the	AEC,		
but	recognize	the	opportunities.	

Most of the companies surveyed expect the AEC’s implemen-
tation to increase the attractiveness of ASEAN as a produc-
tion hub and to simplify international trade. Few believe it will 
deliver more political stability or create homogenous business 
conditions and regulatory frameworks. Nevertheless, German 
companies are clear on where the opportunities lie: 91% of  
respondents cite ASEAN’s internal market as a key factor 
driving them to invest. When asked what sectors are most  
attractive, the region’s fast-growing consumer goods market 
stood out as the number one response. The expected benefits 
of the AEC – the ability to create production hubs and access 
improved trade conditions – therefore support the region’s 
opportunities, even if these inevitably take time to develop. 

Germany’s	large	multinationals	are	already		
well	established	in	ASEAN,	but	Mittelstand	
companies	are	lagging.	

In our survey, 75% of companies planned either to increase 
their investment into the region, or make their first 
investment. Of these, more than half (58%) are from the 
Mittelstand, companies with less than €50m in revenue. They 
will follow in the footsteps of their larger peers, many of 
which have been in the region for several decades. They are 
increasingly viewing the region as an effective counterweight 
to the BRICS — Brazil, Russia, India, China and South Africa, 
a key emerging economies group that accounts for about 
40% of the world’s population — as a source of growth. 
While the shine has come off many BRICS markets, the IMF 
expects growth to remain above 5% in 2015-19 across the 
ASEAN region.

ASEAN’s	diversity	is	its	greatest		
challenge	for	new	entrants.	

The region is home to extremes of wealth, 
infrastructure development, ease of business, 
corruption levels, and more. For German 
investors, the primary worries center on the vast 
differences in political stability, regulatory 
oversight and the risk of corruption – with over 
half of respondents citing these as key concerns. 
By contrast, issues such as intellectual property 
protection are much less of a worry, given that 
few German companies yet view the region (with 
the exception of Singapore) as a target for R&D  
or high value-added goods.

About the study
ASEAN 2015: Germany’s rising FDI target builds on a company 
survey that was conducted in October and November 2014 by 
the network of German Chambers of Commerce and Industry 
(AHk ASEAN) and Ernst & Young (EY), with kind support from 
the German embassies. This study focuses on the ASEAN 
region, and provides insight targeted in particular at German 
investors. Its findings are based on an analysis of the current 
reality regarding German FDI into the region, as well as a 
snapshot of perceptions drawn from a survey of 135 German 
companies.

The respondent base represents a diverse set of 16 industries, 
including automotive, financial services, chemicals, consumer 
goods, energy, extractives, services and more. About nine in 10 
(88%) currently have operations in the ASEAN region. All 
respondents occupy senior management roles. Company sizes 
vary widely: 58% are from organizations with less than €50m in 
annual revenue, while, at the other extreme, 18% are from 
organizations with more than €1.5b in revenue. (Note: not all 
charts may sum to 100, due to rounding.) 

Our thanks are due to the following for their time and insights in 
compiling this study (in alphabetical order, by surname): 

  Anders Jonsson, Policy Analyst: South East Asia, OECD
 Ian Paterson, Head of Regional Coordination, Member of 

the Board, Bayer AG
 Christian-Ludwig Weber-Lortsch, Ambassador of the 

Federal Republic of Germany to Myanmar
 Dr. Claus Weidner, President and CEO, Mercedes-Benz 

Indonesia
 Dr. Georg Witschel, Ambassador of the Federal Republic of 

Germany to Indonesia, ASEAN and Timor-Leste

Thanks are also due to a range of stakeholders from both the 
German Chambers of Commerce and Industry and EY:

  Jörg Buck, Executive Director, German-Thai Chamber of 
Commerce

  William Chea, Partner, EY Thailand 
  Tony Duong, Partner, EY Vietnam
  Peter Kompalla, Executive Director, German-Philippine 

Chamber of Commerce
  Dr. Tim Philippi, Executive Director, Singaporean-German 

Chamber of Commerce
  Jan Rönnfeld, Managing Director, Stephan Blocks, Head of 

Communication Division, Thomas Schwaiger, Market 
Research Executive, German-Indonesian Chamber of Industry 
& Commerce

  Marko Walde, Executive Director, German Industry and 
Commerce Vietnam

  Dr. Monika Stärk, Delegate of German Industry and 
Commerce, Myanmar

  Alexander Stedtfeld, Executive Director, Malaysian-
German Chamber of Commerce and Industry

  Seng-Leong Teh, Partner, EY Indonesia and Singapore 
  Thomas Wirtz, Partner, EY Indonesia

Executive 
summary 
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ASEAN is now one of the most economically dynamic regions  
in the world. In 2014, the region’s economy was worth around 
US$2.5t, more than Brazil, Russia or India. It is also growing 
quickly. In the last five years ASEAN’s economy expanded by  
an average of 5.6%, outstripping Brazil, Russia and South 
Africa, and not much slower than India.

And while some of the shine may have come off the BRICS 
economies in recent years, as structural problems have 
emerged in China and India, and tumbling commodity prices 
have exposed deep weaknesses in Russia and Brazil, ASEAN’s 
future looks as bright as ever. The IMF expects growth to 
remain above 5% in 2015-19, while healthy current account 
surpluses in most countries, large foreign reserves and low 
government debt suggest most economies in the region are 
well placed to weather most shocks. Indeed, ASEAN proved 
its resilience during the global financial crisis, which it came 
through relatively unscathed.

Given the large size of the ASEAN economy and the bright 
outlook, it is no surprise then that 91% of respondents to our 
survey said ASEAN’s internal market was a key factor driving 
them to make new investments in the region, ahead of all other 
benefits (see chart). Furthermore, many companies see the 
consumer goods sector as the one most likely to drive growth 
in the coming years. “We see a lot of interest from foreign investors 
in the greater economic unity in ASEAN, as they can have a 
production base in one country and sell their products across the 
rest,” says Thomas Wirtz, a Partner at EY in Indonesia.

By 2030 ASEAN will be home to 720 million people, up from 
620 million in 2014, and favorable demographics mean that the 
proportion of the population that is of working age is still 
rising. “Investors should not think about ASEAN as a homogenous 
market, but look at the individual markets, because each country is 
at a different stage of economic growth,” explains Seng-Leong 
Teh, a Partner at EY in Indonesia and Singapore. “But given the 
favorable demographics, all these people in each of these countries 
have common aspirations, such as a house, car, refrigerator,  
60-inch TV – all kinds of modern consumer goods.”

Moreover, rapid economic growth is boosting the spending  
power of the region’s consumers. According to Nielsen, a 

market research company, ASEAN’s middle class, which it 
defines as those with income of US$16-100 a day, is set to 
double to 400 million by 2020. That means spending on non-
basic consumer items is set to rise sharply, as illustrated by the 
rapid growth of China’s car market in recent decades. The 
new members of the middle classes will also demand services. 
The healthcare, education, tourism and finance sectors will all 
benefit. In fact, the World Bank highlights that 2012 marked a 
turning point when external trade did not contribute to the 
growth of the East Asian economies, highlighting the growth of 
internal consumer demand worth about US$2t.

Another of the main factors attracting survey respondents  
to ASEAN is the region’s low wages, cited by nearly nine in 
10 respondents to our survey, as well as low production costs. 
Wages are rising quickly in China, making it less attractive to 
manufacturers that rely on low wage labor. Of course wages 
have also been rising at a high rate across ASEAN, but even  
in the region’s middle-income economies, like the Philippines 
and Indonesia, wages are still often lower than in China.  
There is plenty of scope for them to benefit as manufacturers 
increasingly look for alternative low-cost locations for their 
factories: “The relatively young demographics, higher replacement 
rate, and comparatively lower wage base of the combined ASEAN 
grouping, would well position the AEC as the next ‘factory of the 
world’, subject to improvements in production, logistics and supply 
chain infra-structure,” says David Rimbo, Managing Partner 
at EY Indonesia.

Of course, there are other factors that respondents flag up  
as attractive: more than eight in 10 cite market access as a key 
goal. Already, intra-ASEAN trade is significant, and growing. 
By 2010, it already accounted for 25%, although this is far 
lower than the EU-28, at over 60% in 2013, which highlights 
the region’s potential for growth. ASEAN has already taken 
important steps towards economic integration. Before the 
ASEAN free trade area came into force in 1993, the average 
tariff rate within the region was 12.8%. Today, tariffs on 96% 
of goods traded between the ASEAN-6 (comprising Brunei 
Darussalam, Indonesia, Malaysia, the Philippines, Singapore and 
Thailand) are virtually zero. Trade within ASEAN has grown 
rapidly over this period, driven in large part by the dispersion 
of supply chains across the region. Trade between ASEAN 

Chart 1

There are a number of criteria according to which a company can evaluate how attractive  
a region is as a location for establishing new activities. For each criterion, please indicate, from  
the point of view of your company, whether the ASEAN region is attractive:

The ASEAN region’s internal market 91%
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Introduction:	
A growing  
counterweight  
to the BRICS

0 20 40 60 80 100



14 | ASEAN 2015 and beyond: Are German investors missing out? ASEAN 2015 and beyond: Are German investors missing out? | 15

Introduction: A growing counterweight to the BRICS

economies has increased more than five-fold over the last  
two decades and now accounts for a quarter of their total 
trade. In turn, trade growth has helped spur productivity gains 
and helped drive economic growth within the region. While 
productivity remains low overall, it has been rising at an 
average of 3.7% over the past two decades across the region, 
although there are stark differences between countries.

A	more	integrated	ASEAN
Intra-regional trade will be given a further boost at the end  
of 2015, when the AEC will be implemented (see box for 
more). Import duties on all products, excluding some 
‘sensitive’ items, are to be removed by the end of the year. 
Countries have also promised to open up their services 
sectors, relax investment restrictions and make it easier for 
firms to hire skilled workers from other ASEAN countries.  
In reality, progress in these areas is likely to be slow, and will 
meet with plenty of political resistance, or specific rules to 
limit their scope. And in some countries, as tariff barriers have 
come down, governments have built up non-tariff barriers, 
sometimes in unconventional and creative ways, such as 
Indonesia’s halal laws. But as Dr. Georg Witschel, German 
Ambassador to Indonesia, ASEAN and Timor-Leste, notes, 
the AEC will nonetheless mark “a big milestone towards a 
more integrated market”.

This is having a direct impact on investor sentiment: 65%  
of German companies surveyed for this report say that their 
company’s investment into ASEAN will likely increase as a 
direct result of the AEC being set up. This is partly because,  
as William Chea, a Partner with EY in Thailand, points out, 
there is no free trade agreement (FTA) between the EU or 
Germany and any of the ASEAN countries. “There are still 
significant tariff barriers for EU products coming into ASEAN 
countries and this is driving companies to establish and produce 
products within ASEAN for regional distribution,” he says. An 
ASEAN-EU FTA has been proposed, but negotiations have 
repeatedly stalled. One country that is making progress on  
an FTA with the EU is Indonesia. “This will be beneficial for 
Indonesia and Europe in the long term,” says Dr. Witschel. 
However, with other priorities, such as the AEC and an FTA 
with China, it is very unlikely that an agreement will be 
reached this year.

ASEAN is more diverse than most trade blocs. Not only does 
it cover an array of cultures and languages, its economies are 
very different. Indonesia is a sprawling archipelago with a 
population of more than 250 million, while Brunei has a 
population of less than half a million. ASEAN’s development 
has predominantly been driven by the establishment of highly 
competitive, export-oriented manufacturing sectors, but 
several economies, most notably Indonesia, Malaysia and 
Brunei, are rich in natural resources and net exporters of 
commodities. Nevertheless these countries are also adjusting 

to a changing economic environment for commodities, along 
with the challenges and opportunities offered by the AEC. 
“The Malaysian government takes significant steps in its budget 
policy,” notes Alexander Stedtfeld, Executive Director of the 
Malaysian-German Chamber of Commerce and Industry.  
“On the expenditure side its focus is on reducing the country’s 
reliance on oil and gas revenues,” he says.

Perhaps most importantly, ASEAN’s members also cover all  
stages of development. At one end are Singapore and Brunei 
where incomes are high even by the standards of developed 
economies. Not too far behind is Malaysia, which is bidding to 
reach high-income status by the end of the decade. At the 
other end of the scale are Vietnam, Cambodia, Laos and, most 
obviously, Myanmar, until recently a pariah state, but with 
enormous potential for growth if it continues to open up.

The less developed economies, while being less attractive as 
consumer markets, offer opportunities of their own. When 
asked what sectors appealed most to them for investment, 
those companies polled for this study pointed overwhelmingly 
to the rapid emergence of the consumer goods sector – 
everything from detergents and washing machines, through  
to food and beverages (see chart). Jan Rönnfeld, Managing 
Director of the German-Indonesian Chamber of Industry and 
Commerce, emphasizes the potential of the local fast-moving 
consumer goods sector: “With a rapidly growing consumer class 
that is expected to reach 140 million people by 2020, the consumer 
goods market volume will be more than US$1t in 2030. Long-term 
growth should be above 7% for the next one and a half decades.”

Chart 2

In your opinion, which business sectors will particularly drive the growth of the  
ASEAN economy in the coming years? (Please state two)
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Overcoming	challenges
Of course, ASEAN is not without its challenges. Businesses  
often have to deal with daunting amounts of bureaucracy and 
unpredictable legal systems, while poor infrastructure pushes  
up the cost of moving goods around the region. Corruption  
is also a serious problem. 

Meanwhile, Thailand’s recent political crisis has served as a 
reminder of problems that have held the region back in the 
past. But even in Thailand business operations have not  
been greatly disrupted by the political turmoil, and 22% of 
respondents to our survey said they still plan to expand their 
operations in the country. Jörg Buck, Executive Director of 
the German-Thai Chamber of Commerce, reports that the 
new government is making tremendous efforts to exploit the 
chances provided by deeper integration within the ASEAN 
region. And around the rest of ASEAN, political developments 
over recent years have been largely positive, with increasingly 
well informed electorates demanding more of their leaders. 
The Philippines and Indonesia, the region’s two most populous 
countries, now have established democracies and reform-
minded leaders who are looking to address some of the 
difficulties faced by businesses.

Efforts to tackle infrastructure deficiencies, in particular,  
will create opportunities for foreign investors in ASEAN. The 
World Bank has estimated that Emerging Asia will need to 
spend 5.5% of GDP annually on infrastructure if it is to keep 
up with the expected pace of urbanization and development. 
Governments are increasingly looking to the private sector to 
help address the shortfall in spending. Public-private partner- 
ships on infrastructure projects have been a key feature of 
Benigno Aquino’s presidency in the Philippines. Malaysia’s 
Economic Transformation Program, which has triggered an 
investment boom since its launched in 2010, is largely funded 
by private investment. And Indonesia’s new president is eager 
for private sector involvement as he tries to resolve his 
country’s chronic infrastructure problems. As one example, 
the government has introduced a new system aimed at easing 
investment, notes Ambassador Dr. Georg Witschel. “The 
involvement of provincial local authorities sometimes makes it harder 
to do business in Indonesia. However, the government has introduced 
the ‘single window’ – a simplified licensing system at the central 
government level where all licensing issues fall under the BKPM 
(Investment Coordinating Board). This will smoothen the business 
set-up process in Indonesia and improve the investment environment.”

The bright outlook for the region came across clearly in  
our survey of German investors. While half of them said that 
the BRICS economies are currently more important to them 
than ASEAN, only a quarter think these will still be more 
important in five years’ time. If the last decade has belonged to 
the BRICS, ASEAN could now be the region that businesses 
can no longer afford to ignore.

At the end of 2015, ASEAN is due to launch the AEC, 
which will push the region toward further economic 
integration. The AEC has four pillars. The first, which will 
be most important to investors in ASEAN, is the 
establishment of a single market and production base. The 
aim is break down barriers to trade and investment, and to 
free up the movement of skilled workers. 

The other pillars will complement this goal. The second  
pillar is the development of a competitive economic region, 
which will see barriers to entry broken down by regulators, 
transport costs reduced through infrastructure development, 
and innovation encouraged by more uniform enforcement of 
intellectual property rights. The third pillar is to build a 
region of equitable economic development. There will be 
support for small businesses, as well as technical assistance 
and capacity-building programs to help the region’s less 
developed economies. Finally, the fourth pillar is to further 
ASEAN’s integration into the global economy.

How	will	the	AEC	affect	businesses? 
In some ways, ASEAN is already well down the road to 
economic integration. Tariff rates are already almost zero 
on 99% of goods traded among the ASEAN-6 countries 
(Indonesia, Malaysia, Singapore, Brunei Darussalam, the 
Philippines, and Thailand), although much work remains to 
be done on non-tariff barriers. “The tariffs are very low, 
but non-tariff barriers remain an issue,” explains EY’s 
Thomas Wirtz, a Partner at EY in Indonesia. “For example, 
we had a case where the time involved in importing mobile 
phones into Indonesia jumped from two weeks to nearly six 
weeks, following new regulations and additional paperwork, 
which has significant implications for companies, such as 
increased working capital requirements.” 

The AEC aims to further break down trade barriers. By  
the end of this year, ASEAN countries have agreed to 
remove import duties on all goods, excluding some ‘sensitive’ 
items. For these items, tariffs are to be reduced to no more 
than 5%. Non-tariff barriers to trade are also supposed to be 
dismantled, although Cambodia, Laos, Myanmar and Vietnam 
have been given until 2018 to comply.

Preparing	for	the	AEC
The AEC also has a focus on the services sector, where trade 
across ASEAN has lagged well behind merchandise trade. 
Restrictions on services trade are to be substantially removed 
by the end of the year, with air transport, healthcare and 
tourism at the top of the list. Businesses should also benefit if 
plans to make it easier to hire skilled labor from ASEAN 
economies are implemented. 

How	much	progress	can	be	expected?
The plans are certainly promising, but implementation will be  
key. ASEAN has no power or mechanism to ensure individual 
countries keep to their side of the bargain. The likelihood is 
that there will be plenty of sticking points, especially on 
politically sensitive issues, even if governments generally 
recognize the economic benefits of the AEC. Services are 
likely to prove a bone of contention, especially in potentially 
strategic sectors such as finance. Furthermore, local business 
awareness of the AEC remains low, with a recent survey 
noting that 75% of businesspeople in Indonesia are not aware 
of it, with more PR activity required. 

Increased movement of skilled workers across borders is 
also likely to meet resistance. In terms of non-tariff barriers, 
there have actually been recent moves to increase protection 
of local markets in some ASEAN countries. And even if there 
is progress on the regulatory side, it will take years to 
address infra-structure deficiencies that raise transport 
costs. “This is a reflection of the fact that many things are still 
not done. Even the new date of 31 December should be seen as 
more of an aspirational deadline. Will everyone be 100% ready by 
then? No,” says William Chea, a Partner in EY Thailand. 

Nevertheless, most of the respondents to our survey have  
high expectations that the AEC will simplify market access  
and trade, and make ASEAN more attractive as a location  
for their production and supply chain operations. When  
asked to rate a number of factors from one to 10, in terms  
of their expectations, German respondents were bullish  
about a range of facets that the AEC could deliver (see 
chart). And even if progress is slow, there is no denying  
that the AEC will move ASEAN toward its goal of becoming 
a more integrated economic region.

Chart 3

What are your expectations for AEC 2015 (on a scale of 1–10, one being the lowest,  
ten being the highest expectations)? The AEC will …
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Source: Responses from 135 German companies surveyed in October and November 2014
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Case	study:
Building on Bayer’s 
long-running history 
in ASEAN

Bayer’s extended footprint in the Asia Pacific region – 
spanning 55 subsidiaries generating €9b in annual revenues 
– reflects its long history in the area. The pharmaceuticals 
giant first moved into China more than 100 years ago, with 
most of its ventures in ASEAN launched 50 to 60 years ago.

In most markets, Bayer first made its entrance by selling 
through local agents, before setting up its own sales and 
marketing structures. Local manufacturing facilities 
followed in many cases – in the pharmaceutical sector, it 
can be more difficult to sell without a local manufacturing 
presence – and the company also now has R&D operations 
in several ASEAN markets. 

Bayer’s early entrance to ASEAN has served it well,  
says Ian Paterson, the company’s Head of Regional 
Coordination. Annual turnover now totals around €1b, with 
strong growth recorded over the past decade. In several 
markets, Bayer has enjoyed double-digit returns since the 
end of the global financial crisis. “We really benefit from 
being so well established in many of these countries,” he says. 
“While regulation can be challenging, once your business  
is properly set up, it’s simply a question of ensuring that you 
continue to meet all the requirements.”

That is not to say Bayer experiences no problems at all. 
Securing licenses for new products, for example, can take 
time, since no cross-ASEAN regulatory regime is currently 
in operation. Dealing with corruption can also be a 
headache in certain markets: there are no difficulties in 
Singapore, but other ASEAN countries are much more 
challenging. “Bayer targets 100% compliance and if that means 
we lose business or it takes longer to get things done, so be it,” 
Paterson says. More broadly, the economic volatility that 
characterizes ASEAN must be managed, with growth often 
occurring in fits and starts – high inflation and currency 
fluctuations can exacerbate this.

Nevertheless, Bayer is optimistic about the prospects  
for ASEAN in the years to come: it expects the AEC to 
accelerate trend growth, though relatively modestly to 
begin with, and for businesses well established across the 
region to reap the most benefit. Issues such as reforms of 
foreign ownership rules in markets such as Indonesia, for 
example, which do include some new limits, do not apply  
to incumbent operators unless there is a change in their 
shareholding structure.

Bayer already has production facilities in Thailand, Vietnam,  
the Philippines and Indonesia and has been expanding its 
R&D presence in ASEAN. In part, this is because some 
countries require pharmaceutical companies to conduct 
local patient trials before licensing drugs for supply, so a 
local development presence is essential. But Paterson sees 
Singapore as a real hub for Bayer’s research work. “It’s a 
very attractive country to do research in – you have outstanding 
universities with excellent research facilities and good people 
are available at both junior and senior levels,” he explains. 
“It helps that the local government offers valuable tax 
concessions to companies that do research – plus Singapore  
is a poster child for intellectual property protection.” 

The AEC can help other countries shine too, Paterson sug-
gests, particularly by encouraging infrastructure improve-
ments and focusing on reducing regulation with initiatives 
such as region-wide product approval. For now, Bayer sees 
Indonesia – the region’s largest country and a stable  
democracy – as especially exciting, but Paterson also tips 
Vietnam as a market that is growing fast; Bayer expects its 
business there to overtake its Thailand operation within 
the foreseeable future. “We also see huge potential in Myan-
mar, where many businesses could probably grow by 40–50% in 
the near term, albeit from a very small base,” he adds.

In a market with 600 million people, consumer goods 
represent an obvious sector for Western companies to 
target, Paterson suggests, but Bayer has several interesting 
projects in the region. An accounting servicing centre set 
up two years ago in Manila, for example, now employs 
more than 800 staff.

German companies have a particular opportunity in 
ASEAN, Paterson argues. “We do have a very good 
reputation here,” he says. “Saying you’re from Bayer really 
opens doors — partly because of our company brand and our 
long-established presence in ASEAN, but also because we’re  
a German company.”

That opportunity should now be embraced particularly 
closely by Mittelstand firms, he adds. “The largest German 
companies are already in ASEAN, but it’s the Mittelstand  
that will generate the next big wave of German investors,”  
he suggests.
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Changing
gear:
Rising 
Germany
FDI?

Stock of German outward FDI into  
ASEAN accounted for 1.9% of total German  
stock of outward FDI

1.9%
ASEAN accounts for 3% of  
the global economy
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Germany’s FDI into ASEAN has been on an upward trend over 
the past decade, but the region still looks like one that German 
investors may be neglecting. Data on annual FDI inflows are 
highly volatile – large individual deals in a given year can make for 
peaks and troughs – but show a clear upward trend over time,  
as the overall FDI stock, or position, has grown (see chart). 

During 2008-12, German FDI into ASEAN totaled  
€9.3b, nearly three times the total during 2003-07, of 
US$3.4b. Moreover, the stock of German FDI in ASEAN  
was worth €17.7b in 2011, accounting for 1.9% of Germany 
total stock of outward FDI. That share has risen from  
1.5% five years earlier.

Although official data has not been released on German 
outbound FDI for 2013–14, partial data suggests continued 
growth of investment into the ASEAN region, albeit 
relatively slowly. “Large German multinationals have always 
looked at ASEAN as a market-place, a place to sell products they 
export from Germany or from other parts of their supply chain,” 

says Seng-Leong Teh, a Partner at EY in Indonesia and 
Singapore. “But we now have a lot more interest from German 
multinationals to evaluate large-scale manufacturing in the region, 
for example, in Indonesia. They have considered that, if the AEC 
market works the way it should, they could also develop a single 
production base in one country to serve the ASEAN market.”

Nevertheless, given that ASEAN accounts for 3% of the 
global economy, Germany’s stock of FDI in ASEAN remains 
on the low side, especially since ASEAN is a region that is 
highly reliant on FDI — no other developing region receives 
more FDI relative to its GDP. The stock of US FDI in ASEAN, 
for example, is worth US$189b, which is 4.3% of its total 
outward FDI. 

Meanwhile, Japanese investment is among the highest as 
Japan has long targeted ASEAN as a region for growth (see 
chart). The ASEAN-6 alone account for 12% of Japan’s 
outward stock of FDI, and some of its companies now hold 
nearly full market share in some consumer segments. 
“Japanese companies in Indonesia sometimes have a market

Chart 4

German outbound FDI flows, and position, to ASEAN region (Euro million)
Chart 5

ASEAN inward FDI position by source country (US$ million, 2014-average rates)

Source:  OECD; EY estimates. 2012-2013 FDI positions are estimated;  

2013 flow estimated. 

Source:  OECD; EY estimates. Note: Estimates include 2006 US FDI position;  

2012 German FDI position.
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share of over 90%, simply because they’ve been in the market  
for a very long time, and because they’ve adjusted their products 
to local needs,” says EY’s Thomas Wirtz. 

Furthermore, interest from Japanese companies is now 
accelerating: according to a new survey from JETRO, the 
Japan External Trade Organization, those that see the 
ASEAN region as a promising area for investment expansion 
now outweight those that favor China. Respondents to our 
survey also appear to be aware of opportunities to increase 
their investment in ASEAN. Three quarters (75%) of them 
said they intend to expand their activity in the region over 
the next five years. More than half said they are looking to 
establish new or further operations in Myanmar, while 37% 

said they are deepening their presence in Vietnam and  
35% in Cambodia. While this notionally makes Myanmar the 
region of greatest interest for German investors, it is of 
course coming from the lowest base in the region, as only 
very few companies yet have a presence there. “The rather 
small investment volumes of German companies in the 
country so far might be due to the fact that in sectors like  
oil and gas there are no major German players,” notes 
Monika Stärk, Delegate of German Industry and Commerce  
in Myanmar. Nevertheless she sees some interesting German 
projects in the pipeline: “They are not huge in terms of volume, 
but they contribute in terms of diversification of the industrial 
basis and development of value chains”.

Chart 6
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Myanmar’s	untapped	potential
Perspectives from Christian-Ludwig Weber-Lortsch, Ambassador of the  
Federal Republic of Germany to Myanmar

In	our	survey,	Myanmar	is	highlighted	as	a	key	target	for	future	
investment.	What,	in	your	view,	is	driving	this	increased	interest?
As a resource-rich country with a population of over 51 million, located at the interface between  
China, India and South East Asia, Myanmar has tremendous economic potential. It has the most 
untapped potential of the ASEAN late bloomers in terms of future market size, growth potential and 
regional connectivity. Currently, investment from German companies (and others) is still relatively low. 
The current regulatory restrictions on trade and distribution deter foreign companies from setting up 
legal entities in Myanmar, with most activities covered through operations in other Asian countries.

Which	sectors	in	Myanmar	are	most	attractive	for	FDI?
Oil and gas, tourism, infrastructure (including construction and telecoms), textiles, food and beverages 
are all high-potential sectors for investment. According to the new law on foreign investment, introduced 
in 2012, international investors can hold a 100% capital share in most businesses, but ownership is 
capped at 80% for some industries.

What	are	the	key	changes	currently	underway	in		
Myanmar’s	business	environment?	
The government here aims to catch up with the more developed neighboring countries. However, 
circumstances remain challenging. After decades of international isolation, there is still some hard  
work to be done. Among the most important economic reforms is the standardization of the currency 
exchange rate, the passing of new economic laws and the modernization of the financial sector.  
These measures are unfolding and already producing positive results. A lot of attention is now being 
given to developing the infrastructure, and creating a clear and robust legal framework. Myanmar also 
tries to attract foreign investment by establishing special economic zones, which promise tax rebates  
to potential investors. So far, three of these zones have been established. 

What	do	you	see	as	the	main	regulatory	and	political	challenges		
associated	with	entering	Myanmar?	
Opportunities come with challenges. The economy is still influenced by structural deficits, especially in 
infrastructure, a dysfunctional legal system, bureaucracy and institutional weakness. 2015 is a crucial 
year for Myanmar, with much at stake. In particular, a peaceful and orderly election and democratic 
transfer of power could boost investment.

How	committed	is	the	government	to	delivering	a	more		
business-friendly	environment?	
The government has achieved a lot, although much more remains to be done. I expect the government 
to continue to promote an ambitious economic reform agenda. But even if the economic policymaking 
gradually improves, the business environment will remain challenging.

Source: Responses from 135 German companies surveyed in October and November 2014
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In recent years, Singapore has been far the largest recipient of 
German FDI into ASEAN. Inflows totaled US$5.2b in 2008-12, 
accounting for 56% of overall German FDI in ASEAN. “This 
underlines the increasing German presence in services, R&D and 
high-end manufacturing,” says Tim Philippi of the Singaporean-
German Chamber of Industry and Commerce. Furthermore, 
taking into account Singapore’s role as a financial center, funds 
can also be put into foreign affiliates and holding companies 
based in Singapore, which then invest in other ASEAN 
economies. Many manufacturers, for example, have head- 
quarters in Singapore that set up factories elsewhere in the 
region. Furthermore, Singapore offers attractive tax conditions 
and a reliable legal environment, which are other drivers for 
German investors to use the country as a hub for their regional 
investment plans. “It is not uncommon to have companies set up 
some form of representative office in Singapore just in order to 
decide what form of permanent presence they want in the region,” 
says William Chea, a Partner at EY in Thailand. 

Malaysia was the other big recipient of German FDI in  
2008-12, with inflows totaling US$2.2b. “These figures reflect 
the increasing engagement of the German Mittelstand,” says 
Alexander Stedtfeld of the Malaysian-German Chamber of 
Commerce and Industry. The country was followed by Thailand 
and Indonesia, which each received more than US$500m. As 
these are the region’s three largest economies, with large 
domestic markets, FDI is clearly moving in line with the scale  
of the market opportunity. “Within ASEAN, different countries 
are beginning to establish their own competitive advantages. For 
example, Thailand is one of the automobile centers of South East 
Asia. The Japanese have brought their entire auto supply chain into 
Thailand and are also exporting from Thailand into other countries 
in ASEAN,” says Seng-Leong Teh. Jörg Buck of the German-
Thai Chamber of Commerce adds that the Thai government  
is actively seeking to develop this further, with plans to 
transform the country into a global trading hub.

Vietnam	a	key	target
But one country stands out for attracting a high amount of 
German FDI relative to the size of its economy: Vietnam. As 
of 15 December 2014, German-registered FDI into Vietnam 
totaled US$1.34b and spanned 244 projects. Some 88 deals, 
worth US$631m, were focused on manufacturing and assembly 
processing, making this the key investment area. The power 
and utility sector was second largest, with five deals totaling 
US$386m, followed by the sales and retail sector with 
38 projects totaling US$137m. Vietnam is benefitting the most 
from rising wages in China, with more and more manufactur-
ers shifting production across the border. “In 2014, over 70% 
of FDI investment into Vietnam was in manufacturing and assem-
bly processing. This has included inheriting a lot of low value-
added textile and material manufacturing from China,” explains 
Tony Duong, a Partner at EY Vietnam.

Around 300 German companies already have operations in 
Vietnam. Our survey suggests that presence will continue to 
grow, with nearly four in 10 respondents planning to increase 
investment there. “Siemens, Mercedes and BMW are the big 
German players here. Up to now most German companies have 
entered through greenfield or 100% foreign-owned companies, 
with 182 projects worth US$880m, while others have opted for 
direct acquisition or joint venture, to overcome challenges to 
entering directly. This has meant a bit of culture shock in terms of 
how differently local businesses are operated but it quickly helps 
them understand the market,” explains Duong.

One factor that should support German FDI across ASEAN  
is the planned liberalization of foreign investment rules as part 
of the implementation of the AEC. Despite the importance of 
FDI to ASEAN, most countries in the region currently impose 
strict foreign ownership restrictions in a number of sectors, 
with Thailand and the Philippines imposing especially tough 
requirements. In contrast, Singapore and Cambodia allow full 
foreign ownership in most sectors. In Vietnam, for example, 
Duong notes that the country is open for business in many 
sectors, but not all. “Vietnam in general is pretty welcoming of 
FDI but it depends on the sector. For example, banking, insurance 
and retail are restrictive. But areas like manufacturing, education, 
healthcare or technology will always get approval,” he says.

As part of the AEC, ASEAN economies have pledged to 
reduce barriers to foreign investment, with a particular focus 
on removing discrimination against foreign service suppliers, 
such as limits on market entry and on the scope of their 
allowed operations. The services sector is the area where 
ASEAN’s restrictions on foreign ownership are most onerous. 
Of course, commitments under the AEC to liberalize FDI 
rules will count for nothing if they are not followed up with 
action. Services, particularly areas like banking and telecoms, 
are likely to prove politically sensitive and efforts to liberalize 
them will face resistance from local players.

But to the extent that the AEC does drive liberalization of 
foreign investment rules, past experience suggests that the 
benefits in terms of attracting FDI will be large. For example, 
Cambodia’s decision to relax foreign ownership rules in 2003 
set off an FDI boom. There was an increase of FDI into the 
financial sector in the Philippines after the cap on foreign 
ownership was raised from 25% to 100% in 1994. And even  
in Thailand, where foreign ownership restrictions are still high, 
there was a sharp increase in FDI after limits in the industrial 
sector were relaxed in 1999.

1. Don’t assume ASEAN markets are all the same

The AEC should help ASEAN develop into a more open market 
that is supportive of business in a regional or global context. But 
that will take place over the medium to long term and it will be 
important to continue treating each market individually. These 
countries also differ widely from other Asian markets. For 
example, China and Indonesia, two markets we know well, each 
have their own uniqueness in every aspect; the experiences 
there are not to be compared.

2. Choose your markets

Different ASEAN countries may appeal to different industries.  
In our sector, we believe that next to Thailand, Indonesia  
has the biggest potential for growth, as demonstrated by the 
investments there we are now seeing from global automotive 
manufacturers. German automotive companies, if they are 
prepared to weather difficult times, will gain considerably  
by coming to Indonesia, providing new technology and 
employment, and expanding into a growing market.

3. Be prepared for short-term volatility

With the world’s fourth largest population – and a young  
one at that – a market such as Indonesia has vast economic and 
commercial potential. But growth in this region will not be 
linear and business must always be on the alert for short-term 
volatility caused by economic, political or social factors. We 
hope to see greater stability in the future, which will boost 
business investment, but for now, on issues such as infra- 
structure, bureaucracy, financial stability and open markets, 
short-term volatility remains a risk to monitor closely in ASEAN.  

4. Take a long-term view

In order to tap the potential of these huge markets, companies 
have to take the long view, with a clear strategy and 
commitment to the country even though results may not be as 
expected in the short run. Businesses that take this view, get 
used to the nuances of local markets, and are flexible about 
timing will not be disappointed. We’re delighted to have been in 
Indonesia for 45 years, developing our local production facilities, 
and our commitment has earned us the trust of customers and 
an outstanding reputation for our brand.

5. Invest in business partnerships and customer care

Strong relationships with business partners and customers will 
be rewarded. For example, in Indonesia, making the market part 
of our global R&D, supply, production and sales network has 
really paid off for us, giving more and better choice to the local 
market and opening up the possibility of extended exports. 
However, this does mean local partners must be aligned to 
global industry standards and put in place processes such as 
incentive systems for advanced technology – businesses will also 
need to review their tax and duties obligations.

6. Take advantage of local expertise

Local expertise is crucial. Reliable and committed employees  
and business partners will be important pillars of success, 
though it may take time to get these arrangements right. Make 
use of networks such as chambers of commerce and trade 
associations, which offer a range of different types of support. 

 

7. Build links with government

The governments of developing countries are actively looking  
for investments that lead to economic growth, transfer of 
technology, and people development. Any business that can  
offer such impact will be highly appreciated and supported.  
It is therefore important to learn to read between the lines  
when thinking about what governments expect. 
 

 

8. Encourage European governments 
to work with ASEAN

A comprehensive partnership agreement between ASEAN  
and the EU would be the most helpful support for German 
companies here. ‘Mega-regional’ trade agreements could help 
consolidate many bilateral FTAs. Germany should further 
encourage ASEAN countries to strengthen efforts to 
harmonize standards and technical regulations as well as to 
eliminate existing non-tariff barriers such as import licensing 
and other quantity control measures.

Eight	tips	for	pursuing	
commercial	success	in	ASEAN
How German companies and their supporters should target ASEAN’s markets
Dr. Claus Weidner, President and CEO, Mercedes-Benz Indonesia

Changing	gear: Rising Germany FDI?



ASEAN 2015 and beyond: Are German investors missing out? | 2928 | ASEAN 2015 and beyond: Are German investors missing out?

Barriers
to
entry

“ It’s difficult for companies to figure out  
where to invest. There are different languages, 
different systems, and different ethnicities – 
very little homogeneity”

Seng-Leong Teh, Partner, EY Indonesia and Singapore

“ The issue right now is not so much about  
wider trade liberalisation, but rather about 
NTMs [non-tariff measures] and TBTs [technical 
barriers to trade], which are much more 
challenging to address than tariffs alone.”

Anders Jonsson, Policy Analyst: South East Asia, OECD
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For any company entering a new  
market, there are a vast number of 
considerations to be taken into account. 
Tax rates, regulatory regimes, labor 
requirements, talent availability, likely 
operating costs and market size 
estimates are all key considerations.  
In ASEAN, these considerations are 
amplified by the region’s diversity. In 
Singapore, for example, investors enter 
an advanced, high-income economy that 

is ranked as the easiest country in the 
world to set up and operate a company, 
according to the World Bank’s Doing 
Business rankings. By contrast, Myanmar 
is ranked as the 12th most difficult 
country to set up shop in, out of 
189 countries in total.

In short, there is considerable diversity 
to take into account, which can raise the 
barrier to entry for German companies. 

“It’s difficult for companies to figure out 
where to invest. There are different 
languages, different systems, and different 
ethnicities – very little homogeneity,” says 
EY’s Seng-Leong Teh. “A lot of investors 
that come in don’t look at the region as a 
whole but consider the individual countries 
on their own and then gravitate to the most 
developed market.”

Nevertheless, from a political 
perspective, much of ASEAN has a fairly 
stable environment. Thailand has been 
rocked by political upset in recent years, 
which may yet worsen, but other key 
countries in the region typically offer 
stable regimes, many with peaceful 
transitions of government, such as 
Indonesia’s 2014 presidential election, 

which saw Joko Widodo replace Susilo 
Bambang Yudhoyono, who was 
constitutionally barred from seeking a 
third term. While clearly the region 
continues to present wide-ranging 
political risks, governance in many places 
has improved considerably from a decade 
ago, which makes basic political risk less 
of a concern for many investors today.

Rather, it is the widely differing 
regulatory regimes, many of which are 
still maturing, that present a more 
practical challenge on the ground. The 
OECD’s latest regional outlook for 
South East Asia highlights that ASEAN 
has a pressing need to better integrate 
its less developed members into the 
regional and global economy, with a wide 

Table 1

Diverse markets: Doing Business 2015
(Out of 189 countries)

Source:  World Bank 2015, 2014

Country 2015 ranking 2014 ranking

Singapore 1 1

Malaysia 18 20

Thailand 26 28

Philippines 95 86

Vietnam 78 72

Brunei Darussalam 101 98

Indonesia 114 117

Cambodia 135 134

Laos 148 155

Myanmar 177 178

Benchmark countries

China 90 93

India 142 140

Although the implementation of the AEC 
highlights the region’s aspiration to 
develop a more tightly integrated 
economic zone, the fact remains that it 
does not have the authority to 
implement new laws. Accordingly, 
regulatory and tax regimes vary widely 
across the region, as do infrastructure 
levels, availability of talent, and much 
more. These concerns clearly weigh on 
German investors, who cite political and 
regulatory risks as the top factors that 
hold them back from increasing their 
engagement further in ASEAN (see 
chart). However, to provide some 
context here, it is worth highlighting that 
India, especially, but also China, are also 
poorly ranked in terms of their overall 
ease of doing business (see table).

Chart 7

Which factors may hold you back from increasing your engagement in ASEAN?
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range of structural reforms still 
necessary. “The issue right now is not so 
much about wider trade liberalisation, but 
rather about NTMs [non-tariff measures] 
and TBTs [technical barriers to trade], which 
are much more challenging to address than 
tariffs alone.” explains Anders Jonsson, 
a policy analyst at the OECD. “You can 
have an inter-government mechanism to 
work on tariff reductions, but as you get into 
NTMs and TBTs, you get into a vast amount 
of detail, spanning every product category”. 
In turn, this affects the practical 
difficulties related to securing licenses  
to sell in a country, especially for any 
regulated sectors, such as healthcare  
or financial services. 

Corruption	concerns
The next headline issue that worries 
German investors is corruption. Again, 
the diversity of the region is striking. At 
the top end, Singapore is widely 
perceived as essentially free of 
corruption; it is ranked 7th overall in 
the latest edition of Transparency 
International’s Corruption Perceptions 
Index, while Germany itself is ranked 
lower at 12th. However, within the 
frontier markets of Laos, Cambodia and 
Myanmar, in particular, corruption is a 
daily reality that companies will need  
to confront. “Corruption is absolutely a 
reality for companies in the region,” 

Varying	investment	
considerations	
Beyond these headline risks, the 
challenges that companies face in the 
region depend to a great extent upon 
their individual goals, and the nature of 
the sector they operate in. For many that 
sell relatively basic physical goods, simple 
factors such as transport links and 
infrastructure development are a key 
issue for consideration, especially for 
companies seeking to ship physical goods. 

Regarding the development of trans-
portation and logistics infrastructure, 
Indonesia takes a lead role within the 
ASEAN community. “The former 
government under President Yudhoyono set 
up the master plan for the acceleration and 

expansion of Indonesia’s economic 
development, allocating some US$320b for 
a wide range of infrastructure projects,” 
says Jan Rönnfeld of the German-
Indonesian Chamber of Industry and 
Commerce. “Moreover the present 
government, led by President Widodo, 
introduced the vision of Indonesia as a 
maritime axis and trading link between the 
major world economies. These plans create 
a win-win situation for German companies. 
First there are very promising business 
opportunities in the fields of construction, 
engineering, energy and shipbuilding.” 

For others seeking to create a more  
in-depth presence in the region, or with 
more complex products, concerns over 
access to talent can be a major worry.  

In Indonesia, for example, despite its 
huge population, skilled workers can be 
extremely difficult to source, explains 
EY’s Thomas Wirtz. “This is an issue that 
is high on the list for many potential German 
investors. It is also somewhat exacerbated 
by the fact that it can also be difficult to 
attract talent from developed markets to 
non-Singapore ASEAN markets.” 
Developing education and skills was 
another top area for improvement cited 
by Germany investors, with 81% marking 
this as a ‘very important’ area for 
improvement. 

Bayer’s Ian Paterson also flags up 
economic volatility as an issue. While 
headline growth rates can be hugely 
appealing, they need to be offset against 

Table 2

Corruption perceptions index 2013-14
(Out of 175 countries in 2013; 174 in 2014)

Source:  Transparency International

Country 2014 ranking 2013 ranking

Singapore 7 5

Brunei Darussalam – 38

Malaysia 50 53

Thailand 85 102

Philippines 85 94

Indonesia 107 114

Vietnam 119 116

Cambodia 156 160

Laos 145 140

Myanmar 156 157

Benchmark countries

India 85 94

China 100 80

Chart 8

In your view, what should ASEAN concentrate on in order to increase its attractiveness 
as a location for foreign direct investment?
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explains Ian Paterson, Head of Regional 
Coordination at Bayer, the German life 
sciences giant. Bayer tackles this head 
on, with a policy of zero bribery in all 
countries it operates in (see earlier 
case study).

Of course, the reality is that other  
more prominent markets, such as China 
and India, hold similar challenges on 
corruption, and are actually perceived to 
be worse than many ASEAN countries, 
particularly among the ASEAN-6 (see 
table). Furthermore, many are making 
progress, such as Indonesia, which 
moved up to 107th on Transparency 
International’s 2014 rankings, from 114th 
in 2013. “Despite the positive trend, 
Indonesia has a long way to go when it 
comes to corruption,” says Ambassador 
Dr. Georg Witschel, but this requires 
continued efforts, mainly through

“criminalization and prosecution” by  
the KPK [Indonesia’s Anti-Corruption 
Authority] and “streamlining of 
bureaucracy” to limit opportunities for 
corruption. He adds that Indonesia’s new 
president has made “an important and 
courageous step to reduce the fuel 
subsidy” that previously offered an 
enormous income for elites.

Nevertheless, when asked where 
ASEAN should seek to improve in order 
to increase its attractiveness as a 
location for FDI, German companies 
pointed especially to corruption as a top 
issue. This is no doubt exacerbated by 
greater regulatory oversight on 
corruption in many developed markets. 
But it does highlight the extent to which 
this is a material issue for German 
investors: fully 84% cite this as a very 
important area for improvement. 

84 18 6 1

81 24 2/1

72 32 3/1

70 33 4/1
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typically high rates of inflation, and the 
potential for currency depreciation for  
any companies that are euro-
denominated. “The volatility can be a 
challenge. With ongoing inflation and any 
currency losses, this always hits growth, and 
you need to be prepared for this.” 

A further challenge that is relevant for 
some companies is the fact that some 
ASEAN countries have a nationalistic 
view of the markets, with a habit of 
intervening to protect domestic players. 
“If you intend to do manufacturing in 
Indonesia, for example in the automotive 
sector, that’s not a problem. You need to 
have a local partner, but as a manufacturing 
company you can be the majority share- 
holder and have control. But if you also want 
to distribute your product, you can’t own a 
distribution company. You can own a stake 
in a distribution company, but you cannot  

be the majority shareholder. So you may not 
have complete control of your supply chain,” 
notes EY’s Seng-Leong Teh. Similar issues 
apply elsewhere in ASEAN. 

However, there are also aspects  
where the region’s current state of 
development makes some risks less 
material to companies. Intellectual 
property rights protection is one,  
for example. While this has been a 
major concern for many German firms 
in other emerging markets, the reality 
is that few investors consider the 
ASEAN region (excluding Singapore)  
as a potential R&D hub. Instead, most 
German companies are likely simply  
to seek to sell either relatively basic, 
low-cost goods to an emerging middle-
class consumer base or luxury goods  
to the rapidly expanding group of high-
income individuals within ASEAN.

In the case of some regulated sectors, 
such as pharmaceuticals, this may bring 
with it a requirement to do some local 
development. However, few companies 
today seek to do any R&D other than 
what may be required to localize their 
goods, or meet any mandated 
requirements. The exception here is 
Singapore, which has developed into a 
world-class research hub, with top-
quality talent, attractive incentives,  
and world-class resources. Bayer, for 
example, is one German company that 
regards Singapore as a very attractive 
country to conduct research in, thanks 
not only to its high-caliber talent and 
infrastructure, but also to its  
government support

Barriers	to	entry
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To succeed in ASEAN takes a medium- or long-term commitment, a realistic budget, and, crucially,  
a local presence. Starting with even just a single small office will give your business a local face, and the  
chance to build up trading activity, study the competition and search for acquisitions, land, partners,  
staff and distributors. More broadly, successfully entering the region requires a careful evaluation of  
the costs and risks over the long term. In planning an approach, the following key questions may help  
frame your evaluation. 

1.	Define	goals	for	the	region:	
Will ASEAN be a new manufacturing center, a new market or both? 
How big is the opportunity, and what model will best capitalize on 
it? What competition do we face and how can we beat them? What 
criteria are most important to our business in choosing between 
competing ASEAN markets? What share of these markets could we 
get? Which is the largest market for our products and services? 

Tip:	
It’s a mistake to think that local competition in ASEAN will be easy 
to beat. Many companies have tried to replicate their domestic 
models and failed because, unlike the resident competition, they did 
not understand local customs and practice. 

2.	Settle	on	an	entry	strategy:	
Can we set up a wholly-owned subsidiary? Do we need a local joint 
venture partner? Are there any attractive acquisition targets? What 
model is best for our business activities? How fast do we want to 
grow? How much capital can we invest? How much control do we 
need? What model has worked for similar businesses in ASEAN?

Tip:
What you need to get into a market isn’t always what you need  
to stay there. So sometimes the operating model needs to evolve 
during the first few years. For example a joint venture might help 
you to break in but in the long term you will need to buy out your 
partner and take control.

3.		Weigh	up	political,	legal,	tax	and		
regulatory	considerations:

What will the government and regulations allow? What model  
will optimize our tax situation? Are political institutions stable 
enough for our needs? What is the government’s attitude towards 
FDI, trade and business? How effective is the government at 
implementing policies? 

Tip:
Often whether an ASEAN government presents obstacles or  
not depends on whether your industry is politically sensitive, e.g. 
mining, banking, retail and telecoms. But it also depends on how 
you conduct your operations, whether you respect the rules  
and institutions of the country and whether you make an effort  
to build a positive relationship with the government.

4.	Make	sure	the	right	skills	are	available:
Can local recruitment agents provide the talent we need? Which 
staff shall we assign from Germany and our other markets? How do 
we make our company attractive to the best local talent? Can we 
link to universities to access top graduates?

Tip:
Hiring, training and retaining talented and reliable local managers  
is difficult in many ASEAN markets, particularly Indonesia and the 
frontier markets of Laos, Vietnam, Cambodia and Myanmar. 
Singapore, by contrast, will most likely have available talent with 
contacts and language skills to help support your business growth. 

 

5.	Assess	the	impact	of	infrastructure	issues:
Are communications networks reliable enough? Will the road,  
rail and port networks support our supply and distribution 
strategy? What is the frequency and severity of power outages? 
Does the banking system offer what we need?

Tip:
Don’t let poor infrastructure on its own discourage you, 
particularly in frontier markets. Ingenuity, substitution and 
adaptation can let your business thrive regardless. Getting in early 
is worth the extra effort and you may also find market-changing 
infrastructure is in the pipeline.

Conclusion:
Investment 
questions for 
consideration 
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Table 4

Cambodia
Table 6

Laos	

Table 5

Indonesia
Table 3

Brunei	Darussalam

Source on page 45 Source on page 45

Source on page 45Source on page 45

Population (2014) 15,458,332e

Population growth rate (2014) 1.63%e

Median age 24.8e

Urban population 20% of total population in 2011

Languages Khmer

GDP (2013) 15.24 billion (current US dollars)

GDP per capita (2013) 1,007 (current US dollars)

Income level Low income

Stage of development Factor driven

Export of goods and services (% of GDP 2013) 66%

GDP by sector origin Agriculture 34.8%, industry 24.7%, services 40.7%

GDP by utilization C=82.4%, I=18.3%, X-IM=-0.9% (CIA) 

GDP growth 7.2% 2014e, 7.5% 2015f, 7.2% 2016f

Highlight	sectors Livestock;	construction	(rail,	urban	transport	and	roads)

Population (2014) 6,803,899e

Population growth rate (2014) 1.59%e

Median age 22

Urban population 34.3% of urban  population 2011

Languages Lao (official), French, English, various ethnic languages

GDP (2013) 11.23 billion (current US dollars)

GDP per capita (2013) 1,661 (current US dollars)

Income level Lower middle income

Stage of development Factor driven

Export of goods and services (% of GDP 2013) 37%

GDP by sector origin Agriculture 24.8%, industry 32%, services 37.5%

GDP by utilization C=76.7%, I=30.4%, X-IM=-8.4%  

GDP growth 7.5% 2014e, 6.4% 2015f, 7.0% 2016f

Highlight	sectors Mining;	timber;	construction;	agricultural	processing

Population (2014) 253,609,643e

Population growth rate (2014) 0.95%

Median age 29.2

Urban population 50.7% of total population 2011

Languages Bahasa Indonesia (official), English, Dutch and a wide range of local dialects

GDP (2013) 868.3 billion (current US dollars)

GDP per capita (2013) 3,475 (current US dollars)

Income level Low middle income

Stage of development Efficiency driven

Export of goods and services (% of GDP 2013) 24%

GDP by sector origin Agriculture 14.3%, industry 46.6%, services 39.1%

GDP by utilization C=65.4%, I=34.7%, X-IM=-2.3%

GDP growth 5.1% 2014e, 5.2 2015f, 5.5% 2016f

Highlight	sectors Maritime	infrastructure	and	construction;	FMCG;	energy;		
mechanical	engineering;	steel	production	and	processing

Population (2014) 422,675e

Population growth rate (2014) 1.65%e

Median age 29.3e

Urban population 76% of total population in 2011

Languages Malay (official), English, Chinese

GDP (2013) 16.11 billion (current US dollars)

GDP per capita (2013) 38,563 (current US dollars)

Income level High income 

Stage of development N. A.

Export of goods and services (% of GDP 2013) 76%

GDP by sector origin Agriculture 0.7%, industry 70.9%, services 28.4%

GDP by utilization C=40.3%, I=14.6%, X-IM=45.1%

GDP growth 5.3% 2014e, 3% 2015e, -0.35% 2016e

Highlight	sectors Islamic	banking;	eco	tourism
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Table 8

Myanmar
Table 10

Singapore	

Table 9

Philippines	
Table 7

Malaysia

Source on page 45 Source on page 45

Source on page 45Source on page 45

Population (2014) 51.4 million  (government census, 2014) 

Population growth rate (2014) 1.03%e

Median age 27.9

Urban population 32.6% of total population in 2011  

Languages Myanmar (official)

GDP (2013) 56 billion (current US dollars) 

GDP per capita (2013) 4,345 (current US dollars)

Income level Low income

Stage of development Factor driven

Export of goods and services (% of GDP 2013) 20.1%

GDP by sector origin Agriculture 38%, industry 20.3%, services 41.7%  

GDP by utilization C=84.4%, I=17.8%, X-IM=-2.2%

GDP growth 8.5% 2014e, 8.5% 2015f, 8.2% 2016f

Highlight	sectors Energy;	construction;	ICT;	oil	and	gas;	food	and	beverages;	FMCG

Population (2014) 5,567,301e

Population growth rate (2014) 1.92%

Median age 33.8

Urban population 100% of total population in 2011

Languages Mandarin (official), English (official), Malay (official), Tamil (official)

GDP (2013) 297.9 billion (current US dollars)

GDP per capita (2013) 55,182 (current US dollars)

Income level High income 

Stage of development Innovation driven

Export of goods and services (% of GDP 2013) 191%

GDP by sector origin Agriculture 1.3%, industry 18.6%, services 80.1%

GDP by utilization C=48.7%, I=26.1%, X-IM= 25.1%  

GDP growth 3.0% 2014e, 3.0% 2015e, 1.47% 2016e

Highlight	sectors Construction;	ICT;	electrical	engineering;	shipping

Population (2014) 107,688,231e

Population growth rate (2014) 1.81%e

Median age 23.5

Urban population 48.8% of total population in 2011

Languages Filipino (official), English (official), eight major dialects

GDP (2013) 272.1 billion (current US dollars)

GDP per capita (2013) 2,765 (current US dollars)

Income level Lower middle income

Stage of development In transition from factor driven to efficiency driven

Export of goods and services (% of GDP 2013) 28%

GDP by sector origin Agriculture 11.2%, industry 31.6%, services 57.2%

GDP by utilization C=84.1%, I=20%, X-IM=-4.1%  

GDP growth 6.0% 2014e, 6.5% 2015f, 6.5% 2016f

Highlight	sectors Automobile;	construction;	electrical	engineering;	ICT

Population (2014) 30,073,353e

Population growth rate (2014) 1.47%e

Median age 27.7

Urban population 72.8% of total population in 2011 

Languages Bahasa Malaysia (official language), English, Chinese

GDP (2013) 312.2 billion (current US dollars)

GDP per capita (2013) 10,538 (current US dollars)

Income level Upper middle income

Stage of development Transformation process between efficiency driven and innovation driven

Export of goods and services (% of GDP 2013) 82%

GDP by sector origin Agriculture 11.2%, industry 40.6%, services 48.1%

GDP by utilization C=64%, I=27%, X-IM=8.9%

GDP growth 5.7% 2014e, 4.7% 2015f, 5.1% 2016f

Highlight	sectors Construction;	chemicals;	ICT;	electronics
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Table 12

Vietnam

Table 11

Thailand

Source on page 45

Source on page 45

Population (2014) 93,421,835e

Population growth rate (2014) 1%

Median age 29.2

Urban population 31% of total population in 2011

Languages Vietnamese (official), English (increasingly popular as second language)

GDP (2013) 171.4 billion (current US dollars)

GDP per capita (2013) 1,911 (current US dollars)

Income level Lower middle income

Stage of development Factor driven

Export of goods and services (% of GDP 2013) 84%

GDP by sector origin Agriculture 19.3%, industry 38.5%, services 42.2%

GDP by utilization C=75.7%, I=33.5, X-IM=-9.2

GDP growth 5.6% 2014e, 5.6% 2015f, 5.8% 2016f

Highlight	sectors Chemicals;	electrical	engineering;	ICT;	energy

Population (2014) 67,741,401e

Population growth rate (2014) 0.35%

Median age 36.2

Urban population 34.1% of total population in 2011 

Languages Thai (official), Burmese

GDP (2013) 387.3 billion  (current US dollars)

GDP per capita (2013) 5,779 (current US dollars)

Income level Upper middle income

Stage of development Efficiency driven

Export of goods and services (% of GDP 2013) 74%

GDP by sector origin Agriculture 38.2%, industry 13.6%, services 48.2%

GDP by utilization C=66.8%, I=31.1, X-IM=4%

GDP growth 0.5% 2014e, 3.5% 2015f, 4.0% 2016f 

Highlight	sectors ICT;	energy;	automobile;	food	(processing);		
petrochemicals;	plastics

Sources:
Data on population, population growth rate, median age,  
urban population, languages, and GDP by sector origin and 
utilization are taken from the CIA World Fact book in  
order to provide comparable figures.

Data on GDP (2013), GDP per capita, PPP, income level and 
export of goods and services are taken from the World Bank 
database. The exception is Myanmar, where data on GDP 
and GDP per capita are derived from GTAI report.

GDP growth data for 2014 and 2015 (estimates) are taken 
from the World Bank GEP Regional outlook EAP, January 
2015. The exceptions are Brunei Darussalam and Singapore, 
which use IMF figures. Forecasts for 2016 are from World 
Bank GEP Regional outlook EAP, January 2015. The 
exceptions are Brunei Darussalam and Singapore, where the 
data are from TradingEconomics.

Key:
e = Estimate
f = Forecast
PPP = Purchasing power parity

The number in brackets after the population and  
population growth figures refers to the country’s ranking  
out of 189 countries (Source: World Bank)
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