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2015 STRATEGY?

ASEAN 2015

MAXIMIZE EFFICIENCIES IN A NEW 
OPERATING ENVIRONMENT

LEVERAGE LOCAL STRENGTHS TO 
PROTECT YOUR MARKET

TAKE ADVANTAGE OF ASEAN 
CHANGES TO ENTER NEW MARKETS



WINNING STRATEGIES 
TO HELP YOU 
NAVIGATE THE 
COMPLEXITIES OF 
ASEAN 2015

FOREWORD

A quick scan of today’s media reveals a plethora of information, opinion and rhetoric on the 
topic of ASEAN 2015. Much of this content repeats common themes of a free trade 
environment and an increasingly important ASEAN economy on a global scale. Other views 
question the ability of the member states to be ready by the 2015 deadline for tari� and trade 
barrier removal. Outside of these themes there is little in the way of hard facts or detail around 
the arrangements as negotiations continue, and for every opinion o�ered there are myriad 
counter opinions and wide speculation.

This report examines the key factors and implications of ASEAN 2015, highlighting critical 
considerations for businesses, and providing strategies to leverage the opportunities and tackle 
the challenges.

The framework for this report revolves around three core questions:

1.  Why is the changing economic, political and consumer climate of the region so important?
2. What are the possible implications?
3. What are the potential winning strategies?
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ASEAN AT A GLANCE
The Association of Southeast Asian Nations (ASEAN) is an economic trading bloc which was formed in 
1967. It now comprises 10 Asian countries including Singapore, Malaysia, Indonesia, Thailand, Philippines, 
Brunei, Vietnam, Cambodia, Laos and Myanmar. In 2007, these 10 nations committed to establishing 
both a single market and a production base, with free movement of goods, services, investment, capital 
and labour. Although there is a commitment to removing tari� barriers of tax, significant non-tari� 
barriers exist and ASEAN has pledged to make business simpler and more e�cient across the region.

The Roadmap for ASEAN Community 2009-2015, ASEAN noted that ASEAN has three key objectives 
with separate blueprints, including:

• To accelerate economic growth, social progress and cultural development in the region
• To promote regional peace and stability through abiding respect for justice and the rule of law
• To promote active collaboration and mutual assistance on matters of common interest

These blueprints o�er an insight into the complex tapestry of agreements and regulations that are needed 
to achieve ASEAN's primary goal, although the goal itself is fairly simple: “In short, the AEC will 
transform ASEAN into a region with free movement of goods, services, investment, skilled labour, and 
freer flow of capital.” 

For businesses in Southeast Asia, the free movement of goods presents both opportunities and threats, 
while the free flow of services, investment, skilled labour and capital represents fundamental shifts in the 
way they will operate in the future. 

While there is a total of 10 member countries, there are two tiers at play. The first tier consists of the 
original founding members who are driving agenda, policy and agreements. The second tier is likely to 
adopt agreements set in place while implementing changes to modernize their economies. Outside of the 
10 member countries there is a group of six countries which has formed closer economic and trading links 
to the ASEAN countries, referred to as the ASEAN +6. These countries include Japan, New Zealand, 
South Korea, Australia, China and India.

Outside of this there are a large number of countries and regions who are positioning themselves to gain 
better access to the ASEAN association.

Roadmap for ASEAN Community 2009-2015, ASEAN



THE IMPORTANCE OF 
UPCOMING CHANGE 
TO THE ECONOMIC, 
POLITICAL AND 
CONSUMER CLIMATE
The backdrop for the ASEAN agreement comes at a point when the existing fundamentals 
of the market size are strong, driven by the combined population growth, GDP and the 
emergence of middle class consumers. 

The OECD has forecast GDP growth for the combined ASEAN community to be 
approximately six percent per year from 2011 to 2016. What is more 
important than the economic rate of growth, however, is understanding 
how this growth is dispersed and the knock-on e�ects it may generate.

Nielsen estimates that as of 2012 there were over 190 million people in 
Southeast Asia who could be defined as middle class, in that they have 
the financial means to make purchase decisions based on their level of 
disposable income.  In spending terms this relates to  US$16 and 
US$100 per day. Due mostly to the economic growth of the region, 
Nielsen projects the wealth distribution that is currently observed will 
continue and by 2020 the middle class population in Southeast Asia will 
more than double to 400 million2.

 2 Nielsen Forecasting
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Adding to this growth, ASEAN consumers are among the most confident in the world with respect to their 
economic outlook. Three of the world’s top 10 most confident nations hail from the ASEAN community 
(Indonesia, Philippines and Thailand).

Top 10 Most Confident Nations
1.  Indonesia
2.  India
3.  Philippines
4.  China
5.  United Arab Emirates
6.  Brazil
7.  Thailand
8.  Hong Kong
9.  Denmark
10.  Peru

Fuelled by their optimism, consumers in these markets have a growing appreciation for premium o�erings, 
brands and luxury, and are readily spending their spare cash in areas such as leisure and travel, fashion and 
out-of-home entertainment.

ASIA PACIFIC CONSUMERS ARE SUPER SAVERS BUT LOVE THEIR 
VACATIONS, SHOPPING AND ENTERTAINMENT

How will you use your spare cash after covering for essentials?



This emergence of a strong consumer appetite provides a promising outlook for consumer goods 
manufacturers and service providers.

To accompany this strong wave of consumerism, new infrastructure will provide stable platforms 
for businesses. There is a strong political will to make the ASEAN community attractive to 
businesses through simplified tax, customs, and foreign investment, stamping out corruption and 
upholding the rule of law. These unprecedented commitments are critical to provide an 
attractive business environment for foreign investors. 

8 ASEAN 2015

Significant investment in infrastructure is also taking place, with the Asian Development Bank 
estimating ASEAN nations will need US$583.1 billion of infrastructure investment in various 
forms by 2020. Cooperation and a willingness to invest in the region among businesses, financial 
institutions, and governments has enticed large global companies to invest in ASEAN countries 
and can be seen as a vote of confidence in the road ahead3.

ASIAN CONSUMER FAST TRACK

Source: Nielsen Global Survey of Consumer Shopping Behaviour 2013
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3 RAPID DEPLOYMENT OF RULES AND REGULATIONS MEANS   
 ORGANIZATIONS MUST BE FLEXIBLE AND AGILE

 While the ASEAN 2015 objectives and what the charter is trying to achieve is clear, exactly   
 how this is going to be achieved remains uncertain. In many cases the rules, regulations and   
 detailed processes to be followed are still in development or are yet to be released, hence the  
 objectives have not been connected to the various mechanisms such as individual country   
 regulations, customs policies, tax reports and so on that companies will need to incorporate   
 and abide by. In an environment where it will be very important to show progress before and   
 potentially after the 2015 deadline, the finer and even broader brushstrokes of regulation   
 may be deployed rapidly as final decisions are debated and signed o� to hit deadlines or limit   
 delays.  As a result, organizations will need to develop a certain level of flexibility and agility   
 to anticipate and respond to change. Having contingency plans will give organizations the   
 ability to move swiftly once factors are finalized and provide proactive companies a    
 competitive advantage. Working with ASEAN experts and o�cials who have a sense of the   
 proposals to be ratified will provide an invaluable head start on the actions to be taken.

POTENTIAL 
IMPLICATIONS
The potential implications for businesses, which are dependent on the organization, product 
type, and production base of the company, include:

1. INCREASED COMPETITION
 
 For local giants, or home-grown companies operating within one or a few markets in  
 Southeast Asia, the region’s 600 million consumers represent vast opportunity, as, of  
 course, do the two billion consumers in the ASEAN +6. The transport, tax, processing, legal,  
 packaging, investment and other associated barriers (just to name a few) are expected to  
 decline and will thus enable these companies to enter into markets they are currently not  
 active in. The proposed changes also make export options for many companies financially  
 feasible for the very first time.

 Conversely, it will become increasingly important for both multinationals and local players  
 with high market share in individual countries to consider how they defend that share against  
 new market entrants while also seeking to understand which markets they can target in order  
 to capture greater share and drive sales growth. The reality of an open ASEAN marketplace  
 in 2015 is that there is an opportunity for a local company to enter a new market and secure  
 a significant share from another company, with neither having been aware of the other  
 beforehand. 

2. DECREASED SUPPLY CHAIN COSTS AND COST OF GOODS SOLD  
 WILL CHANGE BUSINESS BEHAVIOR

 Lower supply-chain costs and reduced COGS will not only allow players to expand their  
 footprint into new markets, it will also drive cost leadership strategies as margins and total  
 sales opportunities increase. The savings found in shifting production to low-cost bases,  
 reducing transport expenses, tari�s and processing costs, as well as the potential to source  
 ingredients/inputs from multiple locations will free up funds to be invested in pricing,  
 promotions, and other activities. Additionally, some of this revenue/margin could be  
 considered incremental and outside of traditional streams, hence there is potential for a  
 hyper-competitive marketplace crowded with new entrants or existing companies with a 
 newfound ability to compete.

 As many companies look to assess their entire supply and value chains in light of their  
 newfound ability to consolidate production, shift production, streamline costs and generally  
 leverage new options available to them across the region, many will find substantial savings  
 that can be used in the marketplace. Subsequently, it will become more important to  
 understand product pricing sensitivity and the e�ectiveness of promotional mechanisms  
 so that a defense or attack strategy can be deployed with maximum e�ciency and minimal  
 delay. A further consideration is the variation in consumer behavior in Asia from one market  
 to the next. As such, a one-size-fits-all approach is unlikely to be e�ective and solutions  
 tailored by market will be imperative.

4 FOREIGN INVESTMENT, MERGERS AND ACQUISITIONS WILL   
 CHANGE THE WAY BUSINESS IS CONDUCTED IN ASIA

 The expected influx of foreign and intra-ASEAN investment will not only bring an injection   
 of capital but also foreign ideas and business practices. Structured approaches to areas such   
 as supply chains are at di�erent levels across organizations and markets and category   
 management, space management, category forecasting and stock management will be more   
 broadly required. E�ciency in business practices will drive best practice and provide the seed  
 for success in this new competitive environment. In order to keep pace, local companies will   
 need to adopt and adapt to new best-practice approaches.

5 WAGING THE TALENT WAR

 Although negotiations and agreements related to the movement of people across the   
 ASEAN member countries are still taking place, there is an assumption that these changes   
 will bring about freer flowing skilled labor in the region and generate much higher demand for  
 talent. In responding to this challenge, organizations will need to develop talent evaluation   
 processes, retention programs and contingency plans to cope with potential loss of key talent  
 and increasing competition for skilled and experienced employees.

 In the new ASEAN marketplace, companies will pursue sought-after skills and talent across   
 industries and countries. With the size and complexities of the ASEAN opportunity on o�er,  
 organizations are gearing up to invest heavily and aggressively to secure the right people.

6 PARTNERSHIPS, NETWORKS AND RELATIONSHIPS WILL BECOME   
 INCREASINGLY IMPORTANT

 The size of the integrated ASEAN marketplace and the rich tapestry of cultures and business  
 dynamics will see business partnerships and alliances become even more critical than they   
 were in the past.

 As companies look to enter new markets they will require local knowledge to understand   
 elements such as market dynamics, competitive landscapes and consumer sentiment.   
 Organizations are unlikely to have the time required to develop this understanding    
 themselves and, as such, partnerships will be pivotal to providing critical local knowledge,   
 insight and capabilities.

 Retailers may take the opportunity to strengthen trading terms as new suppliers look to   
 establish a local presence in the market by gaining shelf space. For suppliers it may be about   
 o�ering an exclusive range to chains so retailers can di�erentiate themselves from the   
 competition. Whatever the strategies and arrangements are with an increasingly crowded   
 competitive set, winning in the marketplace will depend more on making the right    
 relationships, and making them early.
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STRATEGIES FOR 
SUCCESS IN ASEAN 2015 
AND BEYOND
There remains a significant amount of unresolved uncertainty around ASEAN 2015 and beyond. 
Little is known about the details and there are few voices of certainty, which has created 
nervousness about the outcomes and impact. Despite the uncertainty, there are a number of 
strategies companies can employ now to prepare for ASEAN 2015.

SEIZE THE MOMENT 

• Actively plan for ASEAN. Now.
 Organizations which prepare for the broader framework and timelines of the ASEAN  
 objectives will be in a far better position than those who wait for the detailed directives on  
 what to do and how to respond. 

• Regulation will occur in the short term, implementation will take longer
 There is a political will to start pushing protocols through and demonstrate an ability to  
 make progress. This will likely result in significant changes in regulations, legislation and  
 requirements in the short term, while physical changes such as customs processes and  
 infrastructure may lag somewhat. This presents opportunities for those companies who have  
 taken the time to prepare in advance. 

• Use ASEAN 2015 as an excuse to review your business systems and processes
 The preparation required for ASEAN 2015 and its challenges and opportunities has the  
 potential to benefit all organizations, not just those directly a�ected. The uncertainty of the  
 next 24 to 36 months suggests that investing in additional initiatives and strategies would  
 not only reduce the risk that companies are left exposed, but also uncover  opportunities  
 that may not have been considered in everyday business.

• Broaden your market intelligence
 ASEAN markets have unique characteristics due to the diversity of consumers, channels,  
 retailers, products, pricing, and production. Any company that does not consider these  
 characteristics in either a market entry or defense strategy is at risk of investing poorly,  
 having little impact or worse, being blindsided by something they did not see coming.  
 Market intelligence across Southeast Asia and the ASEAN +6 nations will therefore play a  
 crucial role in identifying and understanding the opportunities and threats in new markets.  
 Building a total market view to guide investment and strategic direction will be key to  
 navigating a successful path through the multitude of ASEAN complexities.

DRIVE EFFICIENCIES AND BOTTOM LINE GROWTH 

• Understand the pricing and promotional landscape
 There is the potential for price and promotion to be used as a tactic to enter a new market,  
 drive sales as COGS decreases, or defend market share following the implementation of  
 ASEAN 2015.  Companies will look to find savings in production, sourcing and supply  
 chains by leveraging the changed tari�s, processing, regulations and transport requirements,  
 all of which will impact price.  Having a thorough understanding of how price sensitivity  
 di�ers by market will provide organizations with an important competitive  advantage.

• Build capabilities through relationships
 Nothing matches local knowledge and local networks. Whether or not an organization is  
 considering expanding into new markets, having an established network in the region helps  
 to generate conversations which lead to growth opportunities. Whether it is a HR partner, a  
 retailer for distribution or a non-competitive company in another market to leverage  
 knowledge or distribution networks, creative and extensive relationships are a cornerstone  
 of business practice. Di�erences in culture, market dynamics, history and relationships can  
 translate into massive variations in the way a company should market, distribute, price and,  
 in general, function in di�erent markets. Although the objective of ASEAN 2015 is to  
 create an enhanced economic and trading region, it will remain a collection of vastly  
 di�erent cultures, histories, politics, markets, tastes, products and people. Developing new  
 relationships or leveraging existing ones will be key to accessing local knowledge quickly in  
 order to understand threats and opportunities.

PROTECT AND DEFEND

• Prepare for alternatives and monitor/connect with experts and officials
 Political deal-making, short timeframes and varying agendas surrounding   
 ASEAN 2015 means that organizations which are flexible and can adapt   
 quickly to change will have a solid  competitive advantage.

 Scenario planning with in-depth market intelligence will help to calculate   
 the risks that ASEAN 2015 represents for businesses. Having a structured  
 planning session that facilitates consideration of scenarios will highlight not  
 only potential threats and opportunities, but also the ability to cope or   
 flourish.

• Actively monitor the business environment of competitors, clients,   
 suppliers or partners engaging in new business practices. Adapt and adopt.
 Companies that are actively engaged in dialogue with all parties are at less   
 risk of being left behind. Just as importantly, promoting a culture of   
 willingness to consider and adopt best practice will provide a platform for   
 progressing relationships and e�ciencies.

 Companies need to remain receptive and alert to changes that may set a   
 new benchmark or alter the way they operate. As new entrants and foreign  
 investments build a more competitive environment in Southeast Asia, best  
 practice from more mature markets will change the way companies will be   
 expected to engage with consumers, customers, partners and the market in  
 general. In the fast-moving consumer goods (FMCG) space, practices that  
 are seen as compulsory in mature markets such as category management,   
 space management, loyalty programs, basket data, factory door pricing,   
 shopper profiling and geographic store planning will become common   
 language and a mandatory requirement. 

• Develop a clear talent plan taking into account the new regional    
 landscape
 The ASEAN environment will encourage new levels of inter-regional   
 movement and competition for skilled talent will increase. Understanding   
 comparative qualifications,  remuneration expectations and cultural   
 di�erences will allow new resource options but could also lead to a   

  more transient, short term work force.

Contingency planning is important as companies scramble for the 
right  talent to realize opportunities or cope with new challenges.

CONCLUSION
As the uncertain environment of ASEAN 2015 approaches, organizations that align themselves 
with the broader objectives of the ASEAN charter while developing business practices that allow 
a level of flexibility and agility will be poised for success. In the lead up to the ASEAN 2015 
deadline and beyond, the outcomes which are most likely to eventuate include:

• The overarching objectives of ASEAN (an enhanced economic and business zone which is  
 e�cient and safe for business and investment) will be achieved. The political will and  
 investment of national interests is too strong for ASEAN to fail, although the details of how  
 it will work are still evolving and powerful drivers are at work.

• By 2015 some of the ASEAN 2015 framework and protocols will be ready for companies to  
 integrate. Other protocols will continue beyond 2015, however, momentum is building at  
 regular intervals. Deadlines will become milestones for companies to integrate.

• Concessions and deals will be made among different stakeholders to facilitate the   
 momentum required.

• With or without ASEAN, the Southeast Asian consumer market will boom in the next five  
 years as a combination of growing populations, spreading financial prosperity and a   
 heightened consumption mentality provide a fertile environment.

• There will be clear winners and losers as well as some blurring in between. Countries such as  
 Singapore, Malaysia and Indonesia are likely to emerge as regional business centres while  
 Vietnam, Laos and Myanmar are set to become manufacturing hubs. The big winners,  
 however, will be those companies which access the huge consumer base of the ASEAN and  
 ASEAN +6 members following regulation changes and cost e�ciencies.

• Foreign investment and entry will bring new best practice that will see the marketplace  
 evolve and become more sophisticated.

• The old way of doing business will change. Increased competition and the opening of an  
 enhanced business and economic zone will cause major disruption. Companies may find that  
 a supplier now has a new partner or a new competitor enters the market. Be prepared to  
 adapt.

• Retailers and distributors at a regional and local level will be more important and have  
 greater negotiating power to secure successful new market entry.

• The organizations which proactively adapt and develop new business infrastructure such as  
 transportation and supply chains will benefit from first-mover advantage. Conversely,  
 organizations which adopt a ‘wait and see’ approach will forfeit opportunities and expose  
 themselves to risk.

WINNING STRATEGIES
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STRATEGIES FOR 
SUCCESS IN ASEAN 2015 
AND BEYOND
There remains a significant amount of unresolved uncertainty around ASEAN 2015 and beyond. 
Little is known about the details and there are few voices of certainty, which has created 
nervousness about the outcomes and impact. Despite the uncertainty, there are a number of 
strategies companies can employ now to prepare for ASEAN 2015.
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 objectives will be in a far better position than those who wait for the detailed directives on  
 what to do and how to respond. 

• Regulation will occur in the short term, implementation will take longer
 There is a political will to start pushing protocols through and demonstrate an ability to  
 make progress. This will likely result in significant changes in regulations, legislation and  
 requirements in the short term, while physical changes such as customs processes and  
 infrastructure may lag somewhat. This presents opportunities for those companies who have  
 taken the time to prepare in advance. 

• Use ASEAN 2015 as an excuse to review your business systems and processes
 The preparation required for ASEAN 2015 and its challenges and opportunities has the  
 potential to benefit all organizations, not just those directly a�ected. The uncertainty of the  
 next 24 to 36 months suggests that investing in additional initiatives and strategies would  
 not only reduce the risk that companies are left exposed, but also uncover  opportunities  
 that may not have been considered in everyday business.
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 ASEAN markets have unique characteristics due to the diversity of consumers, channels,  
 retailers, products, pricing, and production. Any company that does not consider these  
 characteristics in either a market entry or defense strategy is at risk of investing poorly,  
 having little impact or worse, being blindsided by something they did not see coming.  
 Market intelligence across Southeast Asia and the ASEAN +6 nations will therefore play a  
 crucial role in identifying and understanding the opportunities and threats in new markets.  
 Building a total market view to guide investment and strategic direction will be key to  
 navigating a successful path through the multitude of ASEAN complexities.
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 drive sales as COGS decreases, or defend market share following the implementation of  
 ASEAN 2015.  Companies will look to find savings in production, sourcing and supply  
 chains by leveraging the changed tari�s, processing, regulations and transport requirements,  
 all of which will impact price.  Having a thorough understanding of how price sensitivity  
 di�ers by market will provide organizations with an important competitive  advantage.
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 Nothing matches local knowledge and local networks. Whether or not an organization is  
 considering expanding into new markets, having an established network in the region helps  
 to generate conversations which lead to growth opportunities. Whether it is a HR partner, a  
 retailer for distribution or a non-competitive company in another market to leverage  
 knowledge or distribution networks, creative and extensive relationships are a cornerstone  
 of business practice. Di�erences in culture, market dynamics, history and relationships can  
 translate into massive variations in the way a company should market, distribute, price and,  
 in general, function in di�erent markets. Although the objective of ASEAN 2015 is to  
 create an enhanced economic and trading region, it will remain a collection of vastly  
 di�erent cultures, histories, politics, markets, tastes, products and people. Developing new  
 relationships or leveraging existing ones will be key to accessing local knowledge quickly in  
 order to understand threats and opportunities.

PROTECT AND DEFEND

• Prepare for alternatives and monitor/connect with experts and officials
 Political deal-making, short timeframes and varying agendas surrounding   
 ASEAN 2015 means that organizations which are flexible and can adapt   
 quickly to change will have a solid  competitive advantage.

 Scenario planning with in-depth market intelligence will help to calculate   
 the risks that ASEAN 2015 represents for businesses. Having a structured  
 planning session that facilitates consideration of scenarios will highlight not  
 only potential threats and opportunities, but also the ability to cope or   
 flourish.

• Actively monitor the business environment of competitors, clients,   
 suppliers or partners engaging in new business practices. Adapt and adopt.
 Companies that are actively engaged in dialogue with all parties are at less   
 risk of being left behind. Just as importantly, promoting a culture of   
 willingness to consider and adopt best practice will provide a platform for   
 progressing relationships and e�ciencies.

 Companies need to remain receptive and alert to changes that may set a   
 new benchmark or alter the way they operate. As new entrants and foreign  
 investments build a more competitive environment in Southeast Asia, best  
 practice from more mature markets will change the way companies will be   
 expected to engage with consumers, customers, partners and the market in  
 general. In the fast-moving consumer goods (FMCG) space, practices that  
 are seen as compulsory in mature markets such as category management,   
 space management, loyalty programs, basket data, factory door pricing,   
 shopper profiling and geographic store planning will become common   
 language and a mandatory requirement. 

• Develop a clear talent plan taking into account the new regional    
 landscape
 The ASEAN environment will encourage new levels of inter-regional   
 movement and competition for skilled talent will increase. Understanding   
 comparative qualifications,  remuneration expectations and cultural   
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