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Several models of regional development have emef@edhe one hand, the European Union which
seems to be the most advanced model of regiorggration in terms of institutional structure, oe th
other hand South East Asia where several initiatogexist and even overlap, may it be ASEAN or
Greater Mekong Subregion. The objective of thisig@ims at analysing the way public policies of
regional development are built in both regionabarg order to examine the results of these palicie
in terms of territorial equalities. Are these madehsed on innovation? Do they lead to a polaoisati
between growth centres and lagging behind areas?dddhe public policies determined at supra-

national level address such differences?

In order to address these questions, the studysisdoon two parts. The first one is dedicated to a
theoretical comparative analysis of the Europetinis@and Aseanisation process. The second part
aims at illustrating a specific development stratiegAsia based on special economic zones. This
study has been written on the basis of intervids would like to thank you the interviewees for
their time and the information delivered. The setpart has been written together with Nicolas Diaz,

Sophia Guerin, Allison Morris, Sophia Sen and weilddike to thank them for their work.



First part: Europeanisation and Aseanisation: Regioal Development

Policies. What to compare ?

Several studies have convinced us not to comparentt ASEAN for a variety of reasons that
fundamentally refer to the gap between institutionBU is based on the principle of “pooling
sovereignty” andsubsidiarity which fuels “multilevel governance” backed by sigoinstitutional
capacitie¥ ASEAN relies on the principles of “sovereigntyhon interference”, “non use of force”
and “mutual accommodatiofi” The principle of sovereignty highlights the refu®f any supra
national rule; non interference means toleranaeoof democratic statésand mutual accommodation
implies search for consendudn light of these basic differences between Eld &SEAN, is it
possible to carry out a comparison between bottomseg We postulate that such a comparison is in
fact possible, provided that we decide not to de institutions but instead with states and local
capacities to understand how actors can adapttéorek pressures. We compare Eastern Elnojtk

the Greater Mekong Subregion (GMS) by starting ftbmfact that from a historical perspective both
sub regional ensembles — Eastern Europe and Satthsi@ - share the same destiny. For decades,

and even centuries, excepted Thailand, they wecapied by foreign occupation and some States

! See the last ones mentionedhternational politics 2010, vol.. 47, ¥%, see the articles, P. MurraRéés
“Introduction. European and Asian regionalism!: facand Function”, pp. 269 — 275, and Lay Hwe Yed)eT
everlasting Love for comparison. Reflections onBs and ASEAN's integration”, in Roger e. Cared, The
United States and Europe in a changing wpbrdrecht: Republic of Letters, Publishing 2008, 185 - 205

2 This complex term refers to the tasks and fielgslusively depending on each level (EU, state, aegi
department) and defining administrative respongybil

®The “multi level governance” can be defined“Assystem by which the reponsibility for policysig and
implementation is distributed among different levef government and special purpose local insthsi
(private associations, pacts among several locdllipuauthorities, districts and cooperation projsciithin
national borders or across national borders, pulpicvate partnership>See C F Sabel, J. Zeitlin, 2008,
“learning from differences : the New Architecturé Experimentalist governance” in the EU, EuropeawL
Journal, May.

* The Treaty of Amity and Cooperation signed in 1928 set outhe terms initially mentioned in the Bangkok
declaration of ASEAN in 1967 Respect of territoriategrity, Political sovereignty of fellow signaés,
Renunciation of the use of force Non interfereficeaty of amity and cooperation.

>"ASEAN was founded in order to help defend the piting social order” , Lee Jones, « ASANS’s Uncheahg
Melody ? The Theory and Pratice of « non interfeeen in Southeast Asia $he Pacific Revieywol.23, n°4,
sept; 2010 p. 485

®“The principle of non interference in the internalfairs of members countries and the search for
accommodation and consensus have traditionally eyliidecision-making and behaviour in the association
collectively termed “the ASEAN wapas remained a constant feature of ASEAN instihg” Yueng Faong
Khong, Helen E. S. Nesadurai, “Hanging togethestjtintional design and cooperation”,@mafting cooperation
p. 33 34

" Here are mentioned the eight former soviet typéestthat joined EU in 2004 : The three balticestaind the
four central ones : Poland, Czech Republic, Slevakid Hungary, lastly Slovenia. Lastly In 2007 réwmaining
Bulgaria and Romania became EU members.



were liquidated as suthFor this reason both regions very highly praisatibnal sovereignty”. This
position leads to important consequences aboutdugolicies and politics.

The first part targetpolitics by stressing certain similarities concerning it security objectives
that are shared by both regional ensembles (I).s€bend part isolates somelicieslike privatization

and regionalisation policies and it concludes thiatrelevant to compare EU and ASEAN (lI).
I. Political and economic capacities

Let us start by considering the historical pergpecin order to assess the basic objectives in each
region. Differences can rather easily be identiflagt at its core, the politics reflect important
similarities.

Basic objectives were not the sama Europe, founding members hoped to build axsfracommunity
based on an increasingly integrative market thaakgrotective institutions and rules. Competition
thanks to highly standardized protection is thgular alchemy that intends to jointly achieve ghowt
redistribution (solidarity) and territorial balarfteThese terms —growth, solidarity, territories e ar
indeed the main components of the cohesion politye “strategy 2020” overarches this general
objectivé™. In South East Asia, the internal market of fugdinembers was not considered sufficient
for many reasons, mainly because purchase poweaatodomous production capacities were'fow
For non-democratic regimes which feared both comsmurand “Great Powers” — Russia, China and
Japan - the solution could only come from the irdgggn to world - wide dynamics. These regimes
expected economic returns in order to better i@gze their political domination. Liberation of trad
was the best option. The 1980’s and half of the degade showed that their calculations were right.
For these reasons, politics are different in bo#as Consequently, the dynamics of construction of

regional ensemble by the actors address differbjgctives®. In the EU, it was placed under the

8 For Southeast Asia, see F N. Tarling, 1989 Cambridge History of South East Asia, vol 2t pae, From
1800 to the 19399edited by), Cambridge University Press Cambritdgeversity Press; Osborne, M. 2010,
History of Southeast Asiad" edition ; Milton Owen 2006istory of Modern South East AsidUS Singapore,
Nicholas Tarling, 2001mperialism in Southeast AsiRoutledge. For Eastern Europe, see See Berenti996,
Decades of Crisis. Central and Eastern Europe hefdforld War || University of California Press Janos C,
2000,East Central Europe in the Modern World, The Pcditof the Borderlands from Pre to Post-Communism
Stanford University Press

° Axel Berkowski, “Comparing EU and Asia Integratiprocesses. EU a role Model for Asi&@ropean Policy
centre issue paper, 22, Brussels

1 The territorial dimension of the cohesion poligypaars late in the development of the Cohesioncyoli
Initially it was focused on economic (growth) amtial (employment) cohesion.

1 The strategy 2020 has been adopted in 2010 atoéndthe Lisbon Strategy These strategies frame
programming periods of EU intervention (Structdtalds) by indicating several targets addressingvtitdRD),
employment, territorial balances, level of eduaatienergy targets, etc.

2 Douglas Webber, « Trade and security? Politicagration in an insecure region”, in Herbert Die2007,
The evolution of regionalism in Asia, Routledge, pg7 — 159.

13 Kyell A. Eliassen and Catherine Borve Arnesemrt(arison of Europe and Southeast Asia” in pp,-2231
European union and new regionalism. Regional acodsglobal governance in a post-hegemonic areaigMa
Telo, edit), 2d edition, 2007, Ashgate p. 215



impact of governments which were firmly decidedtdld up a strong common regulative framework.
In South East Asia, it was much more the businessarks that were supported from the top thanks
to trade regulations and US protection - evendfvéde existed between those who claimed for more

self autonomy and those for more secutity

1.1.Political reasons and regional security

However, both regions have been pushed by strofigicab reasons concerning security As
Douglas Webber says economic reasons are insuifitieexplain supranational rules: both are born
out of a fear of communism and fears of hegerforBoth shared the conviction that only organized
trade could consolidate peace by enlarging econ@xihanges and benefits for all. Politically, in
Europe, forging a common organization was an urggsit in the 1950’s not only in order to limit the
negative capacity of Germany over Europe, but tisface the great powers - US and Russia. The
economic rules have been successively accumulatedaidynamic that has unfolded with spillover
effects, before different crises stopped this hamiows but successful development. Here Haas and
Moravcic In Southeast Asia, as well, politics gaimaomentum. ASEAN was created in 1967 after
several trials to face increasing communist thtéaBtates more or less shared same values — at least
anti-communist ones — and were widely supportedUSy funds and armed forcé&s But it was
necessary to wait up to 1976 to see the first ASEpaNical declaration.

For all of our cases —in Eastern Europe and in ISd&adst Asia — the main collective value is
represented by national sovereignty that is consdélgo be non-negotiable. From the crucial
experience of historical liquidatibh it is understandable they are firmly linked te tprinciple of
national sovereignty. No supra national authorigams that states remain absolutely sovereign and
cannot be forced to delegate any part of their igety. For this reason, no leader can emerge and
no hegemon can claim leadership. Small states &&wong interest in adhering to regional ensemble
because the immediate consequence is both ecormmivimtage and increasing capacity to limit the

bigger neighboring states.

4 Amitav Acharya, 1991 Crafting operation

5 the 18 April 1951, the 6 pioneering countries #sato the Treaty of the European Coal and steelhuomity
«resolved to substitute for historic rivalries a ifus of their essential interest ; to establish, drgating an
economic community the foundation of a broad armtkfpendent community among peoples long divided by
bloody conflicts...have decided to create a Europ@aal and Steel community The declaration of Bangkok
in 1967 specifies “d 0 accelerate economic growth, social progress emlural development in the region
through joint endeavours in the spirit of equaléyd partnership in order to strengthen the founadatfor a
prosperous and peaceful community of south eaanAsations.

8 Douglas Webber, « Trade and security? Politicigration in an insecure region”, in Herbert Die@007,
The evolution of regionalism in Asia, Routledge, pg7 — 159.

Y Nicholas Tarling (edit), 200&Regionalism in South east Asia, To Foster the iealiwVill, Routledge

'8 Amitav Acharya, 1997, “Ideas, identities and ingtons —building : from the ASEAN way to the Agiacific
way ?The Pacific Revie®w997p. 322

¥ Thailand is an exception by having never occupied by foreigners. All the other ASEAN current states did not

exist during long perdio of tim or were framed by foreigners Cambodia, or even were created like Laos.



In South East Asia, despite numerous conflicts twben Malaysia and Singapore and Thailand,
Thailand and Myanmar, Laos and Cambodia, and fir@dimbodia and Vietnam -, the main benefit of
ASEAN has been its capacity to curb such conflioHonesia and Malaysia feared China and
dissemination of communist subversion. Thailand &iwdgapore feared Vietnam and post war
intervention. Thailand, Singapore and Malaysia werge in favour of strong US military presence
against Indonesia, which was in turn an argumeppauding regional autonomy and neutralization.
However the desire to avoid conflict became thernomobjective that brought them together; it was
in fact the fundamental objective of ASEAN in 19@Yespite all these difficulties and obstacles,
ASEAN is a success. It has been the best guaragemst any war, and it has succeeded in
integrating CLMV?. Particularly concerning Vietnam'’s integratiohe treconciliation of opposed
interests was really difficult. Indonesia and Maia recognised Vietnam and were afraid of the
return of Great Powers (China first). Adopting qpasing position, Thailand and Singapore desired
the support of Great Powers because they weredafrathe USSR / Vietham alliance and also
because Vietnam pursued Khmer groups into the fEnatiory.

Lastly by belonging to such an international aremanber states can be respected. Each Southeastern
Asian state presides ASEAN for 6 years; in the Elksifor 13 years . Provisory alliances are
therefore the key word. They are based on a minagaéement, meaning the capacity for each
member to say “no”. What is the result of suchause drawn from various opposing interests? The
main consequence is that despite these numerouwssitipps and potential conflicts, interests are
closely intertwined by the same priority: securfyg. Alan Dupont emphasizes, what supports security
in this region is the conviction that sovereigrntestaare mutually linked and that their destiny delse

on themselveéd. Security means to do everything possible to awmidflict (that in the past led to
regional disintegration) and as a consequence gigmiag the welfare of all states. What
differentiates South East Asia from Eastern Euiep®t the basic principle of national sovereigoty
the objective of security, it is instead the mannawrhich these regions seek to achieve commorsgoal

If we consider the perspective of leadership, eder are the same.

II. What kind of policies to compare between Centrabge and Southeast Asia?
Having assessed the relevance of the comparison whdocus on politics, let us now assess policies.
We sketch four policies which are of major impodano understand transforming processes in both

sub regions. Then we conclude by addressing theepbof governance.

2.1. Enlargement processes

#|n 1997 the Malaysian Foreign minister said “thstitutions of norms of acceptable conduct andabighur
among its members” is one of “ASEAN'’s great achiaeats” quoted Acharja, 1991 p 195

2 Up to 2013 when the Treaty of Lisbon will be fuéipforced;

22 plan Dupont, 1996 “Is There An Asian Wagurvival summer, vol. 38 n°2, pp. 13 — 33



First we look at enlargement policy itself, consatefrom the most fundamental factor: the histdrica
liquidation of national sovereignty. As said aboat states disappeared from European and Southeast
Asian maps for a substantial period of time, wite exception of Thailand. Consequently, this hds le
to a fair amount of resistance to any further ey@arent from these new Member states. Due to the
very constraining process of adjustment, once #reyintegrated states, as said above, are reldotant
any further “sovereignty pooling”. Both enlargen®nt in the 1990’s in Southeast Asia and in the
2000’s in Eastern Europe - led to a blockage dbhisal dynamics which previously supported more

pooling sovereignty and more decentralized tréhds

Capacity to limit any hegemony

In both areas there was an important interest friddle and even small states to limit hegemony of
the biggest players. In Europe, the role was fibgdGermany. There was no doubt that France was
firmly attached to the objective of restraining theonomic power of Germany, once its political
power was annihilated at the end of World War heTfirst economic community of steel and coal
bounded Germany to its western partners. The dbgentas the more the European institutions, the
less the German capacity to harm. In Southeast fwarole was filled by Indonesia which Thailand,
Singapore and Malaysia wanted to restrain by aggetei the creation of ASEAN.

While the end of communism did not drastically apathe picture, it did however strengthened small
states in both regions at the expense of stronges.d he last EU enlargement seems to have stopped
any further enlargement dynamic by strengthenimgcities of new members. They can now not only
refuse any more “pooling sovereignty” but can asongly block decisions which bring about more
federalism. Furthermore, they can set up new a@éarwhich are directly built against the so called
“old” Europ€®, in other words the “German / French motor”. Thidavand open support that these
new members provided to American armies in Iraq wasajor signal in favor of new European
external alliances. New European members weretatseccessfully limit former European leadership.
They were all the more successful given that Geynfielt itself less bounded to previous partners. A
similar trend can be observed in Southeast Asiav NSEAN members - CLMV - have not only
strongly contested any blame addressing their lafcklomestic human rights, but also sharply
criticized any attempt to more collective “flexibdggagement” or more “constructive intervention”.
This was the policy of Thai authorities who wantednake ASEAN more cohesive. Indonesia was
weak since Suharto’s fall. Singapore was too stoalle an indisputable leader. AlImost all of these

new member states are afraid of emerging strong NG@pported by international networks.

% For Southeast Asia, see D. Webber, for Easternfieusee F. Bafoil, 2009
% The former US secretary of State Donald Rumsfeldiified in 2004 EU members opposed to American
engagement as “Old Europe”, opposed to the “Nev#spembodied in new member states.



Therefore new members have remarkably succeedethdnipulating numerous weaknesses of
ASEAN founder®.

2.2. Privatization and industrial relations

In both regions during the last decade, the mogbmant policy for former or still existing commshi
regimes was the privatization policy. It resulteni the capacity of some interest groups to exert
pressures in order to shape rules for their owretiterTo compare dynamics of privatization in both
regions is relevant to understand how economicpaiitical elites can recombine their resources by
manipulating new rules in order not only to be muedalthier but more secured at the end of the
proces&. The major challenge here is to understand undiet wind of critical juncture forces actors
to change. How does one understand the shift fromcanomic policy to another one — for instance
from Import Substitutions to the Export Orientedustrialisation in Southeast Asia or from the sbvie
type economy to the market economy in Eastern E#dffhat is the importance of corruption and
how can new property rights secure a more stalgi@alstonsensus?

By the way of privatization policies, both SouthieAsian and east European regions have been the
theater of a strong economic and social deregunaBecause both types of economies are now export
oriented they need much more competitive produah thefore and support from FDI which are
considered the most important levers for growthtehSau situation calls for reduced trade union atstivi
and pacified social situations. More workers' righihcreasing participation and higher capacittes t
negotiate are therefore not positively considengduting elites. One of the most stringent paragoxe
of these transitory periods is that there is naatation between increasing political democracy and

increasing industrial democracy. It is all the mqgraradoxical that in both regions collective

% As Acharya says, the alternative principle of “smuctive engagement” failed and the “participative
regionalism” did not occur”. Amitav Acharya, 2003)emocratization and pthe Prospects for Participato
Regionalismin Southeast Asi@hird World Quaterly vol. 24, n°2, (Governing the Asia Pacific : Beylothe
“new Regionalism”, pp. 375 — 390.

% For eastern Europe see Stark (David) and Laszis#&rPostsocialist Pathways. Transforming Politics and
Property in East Central Europ&€ambridge: Cambridge University Press, 1998 OetmsMitchell A, Out of
the Red. Building Capitalism and Democracy in Roésthmunist EuropeAnn Arbor: University of Michigan
Press, 2000. For Eastern Asia, sea, Pasuk Phohgpaithris Baker, (editors), 2008 hai Capital, after the
1997 crisis Silkworm Book



agreements are signed only in a few foreign fifmAn important area of research may one day

explain why the level of trade unionism is so lowbbth region$®.

In both areas, a particular type of management gadecalled “management through flexibility”.
Embodied in the globalization dynamic it was basadthe same principles largely inspired by the
Japanese experience (even if misinterpreted). Teand to the western world in the 1980s, it brdugh
with it various tools like “quality circles”, teawbjectives, search for “spirit of enterprise” arettbr,
“firm identity”. All these tools were correlated technical measures aiming at reducing transaction
costs within various departments, from productiorsales and to supply chain where suppliers and
subcontracts were forced to reduce their costgelmeral, all of the participants to the value chain
were invited even forced to reduce their costsngkor themselves various flagships valorizing “0
defaults”, “0 stock”, "0 waiting time”. This dynamiof transfer made Eastern Europe a remarkable
field of liberal experiments without social suppdrt Southeast Asia this Japanese inspiration was
only seen as a tool to discipline the working foré@e positive aspects of the Japanese model
concerning long term employment and highly regulaitedustrial relations were not taken into
account. Furthermore, these tools were accompanitbdboth material and symbolic rewards which
ironically replicated methods already implementedaviet type economies where the “best” workers
were identified within campaigns of stimulationrjmig departments, enterprises and even regions.
But quantitative results of these campaigns wetallyomanipulated and final decisions were pre-
decided by the top management in accordance waitetunion$. Everyone was aware of these
manipulations. Attention should be paid to the egu®nces of such a “management by flexibility”
regarding the previous patron - client dependehés.now shifting to more individualized relatians
Traditional forms of paternalism evolve into moreofpssional management, which legitimizes
comments by some observers that "in progress’hsast labor management councils are similar to
EU councilé’. The concept of “"patrimonial bureaucracy” or “baweratic paternalisni should be

deepened. In Eastern Europe confusion in this otdpads to low union membership and weak

" For Southeast Asia, see Christopher L. Eriksoaligt2003, “From core to Periphery ? Recent Depaient
Relations in the Philippinesindustrial relations vol. 42, n°3, July, pp. 368 — 395p. 384. For @arEurope,
Bafoil, 200¢ 7' chapter. F Deyo, “The social construction of dewnt labor system South east Asia Industrial
restructuring” F. Deyo, in Garry Rodan, Kevin Hemris Richard obison, 200The political economy of South
east Asia. Conflicts crises and chan@el edition, Oxford University press pp. 252 — 282 271; Teri L.
Caraway 2009, “Labor rights in East Asia : ProgressRegress?’Journal of East Asian Studie®, p.
160oncerning Eastern Europe see Daniel Vaughanehéaid, 200U Enlargment versus social Europe? The
Uncertain Future of the European Social Mod@heltenham, Edward Elgar2003. See to Vayghan \IWite,
2005,WorkingEmployment Conditions in New Member Sta@sneva: ILO.

% Donella Caspersz «the «talk » versus the «walligh Performance Work System, labour Market
flexibility, and Lessons from Asian WorkeraSia Pacific Business Reviewol 12 n° 2, 149 — 161, 2006

30 Christopher L. Erikson et alii, 2003, “From core Periphery ? Recent Development Relations in the
Philippines”,Industrial relations vol 42, n°3, July, pp. 368 — 395.

31 Frederic C. DeyoBeneath the Miracle. Labor Subordination in the nésian Industrialism Univesity of
California Press, 1989 p. 199
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collective action. In Southeast Asia, increasifgnit and religious awareness has led to an emerging
class consciousness nurtured by a strong feelinppfivation and intimate feeling of illegitimacy o

ruling ordef?.

Backing the “management by flexibility” an importagender divide can be already observed in both
regions where this gender criteria induces differailective capaciti€s. In the future it should
represent an important new comparative field. Tdilde isolates two paths: the “high path”
characterized by high skill sectors; the “low patby low skill and female workers. The former
appears to be more the domain of men, while therlate devoid of investment and left without any
capacity to get out of the local market. In accam#awith this gender differentiation, a deep gap
differentiates men who benefit from better colleetprotection guaranteed by collective agreements
and those from the domestic firms, which are chareed by a lack of collective agreements
mirroring the “light” industry, including textiledeather, clothes, etc. Finally, this divide indesma
deep differentiation about the work contract itselfrmal and protected jobs are massively occupied
by men — at least in Thailand, as Charenloet shipwasd unprotected, subcontract and informal jobs

are mainly occupied by children and women.

2.3. The regionalisation policy

The regionalization policy, the third policy we doeking at, results from multi-ethnic profiles af
states from both regions, except Poland which lees Istrongly homogenized since 1¥9Because

of the presence of many minorities which are cotve¢ed in certain territorial areas, most of the
states refused to implement a regionalization polin Eastern Europe it was mainly for political
reasons. Indeed Central states did not want totdestcategic capacities to social groups which were
previously either political occupants - like Russian Baltic States and Turks in Bulgaria- or thesin
economic powerful group : such as the case oHilmegarian minority located within the Romanian
Transylvania region. Southeast Asia faces similaavages between centres and peripheries - in
Indonesia, Philippines, Thailand, Malaysia, andattesser extent in Laos - even if minorities are
different from the political and economic perspeesi®. They do not refer to former occupants and

they are counted among the poorest social groups.

%2 Vedi R . Hadiz, « the indonesia labor movemensuRgent or constrained”, Boutheast Asian Affai002,
pp 130 142

** See Bafoil (Frangois), dir., La Pologne, Fayard, 2007.

% For South eastAsia, see Jérn Dosch, 200 Changing Dynamics of Southeast Asia Politigane Rienner
Publishers; Marc Askew, 2010, « The Spectre of Swaith : Regional Instability as National Crisishy i
Legitimacy Crisis in Thailand(edited by Marc Askew), Silkworm Books. For East&urope, Bafoil, 2009,

« Regionalisation and decentralization in Polad europeaniation process in a comparative perspectin
Regional Development and the European Union. A eoative Analysis of Karabtiick, Valenciennes and
Katowicz (F. Bafoil & A. Kaya, ets), Istanbul Bilgi Univsity Press
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Reprendre les ppales différences

Table 3. Minorities in some Eastern countries, 193090

Czekoslovakia Poland Hungary Romania Bulgaria
51% Czech, 65% Polish 87% Hungarian| 75% Romanian | 87% Bulgarian
23% German, 16% Ukrainian 6% German 6% Jews 10% Turks
1930 16% Slovak 10% Jews 5% Jews 5% German 1% Jews
5% Hungarian 6% Belarussian
2% German
3% Hungarian / 0,8% 5,6% Roms 4,5% Roms 3,5% Roms
1990 1,4% Roms Belarussian, 6,6% Hungarian 9,5% Turks
0,8%
Ukrainian,1%
German
FB
Philippines Indonesia Tailand Singapofle Cambodia etnam Laos Myanmar Malaysig
The first important 250ethnic 80% thai H chinese 85,4% Khmerd 60 Lao 58% 130 minoritied malaysian
group :Tatalog groups 15 (75%) ; 12 minoritieq minorities [ 12 registered anf<50%
30%; the 2d minorities | Malaysian |Viet (7,4%) Cham minorities |Bamar = 65%o0fchinese
25% ; 87 recoghn 15% Indian (3,5%) Chines¢ (Hmong Birma 30%
languages 10% 3,2%) 1,9%)

Another policy of comparison which should desertterdion is that of the regional development

policies, that are based on an assortment of aésbetween a variety of actors. Certain approaches

focus on EU interest groups, lobbies, policy nekspetd® which are strongly framed by EU rules.

Within such a view the concept of “regionalism” as insistence on institutions or state driven

development.. On the contrary, other approachesicpiarly the literature on ASEAN, opposes this

kind of “regionalism” due to the weak political andstitutional approach of ASEAN to

“regionalisation®’. This last term of “regionalization” concerns difént economic networks which

% Adrienne Heritier 2007, Explaining institutionahange inEurope Oxford University Press, , Beate Kohler

Koch,

2002,

European

Networks

and

http://eiop.or.at/eiop/texte/2002-006a.htm

37 Richard Higgott, 1997, “De facto and de Jure amglism : the double discourse of regionalism inaAs

Ideas

changingtional

policies, EloP vol

61

Pacific” Global society11 : 2, pp. 165 — 83 Richard Higgot, “The theang practice of a region. The changing

global

context”

conference, after the global crises : what nextrégionalism ? Scarman House, University of Warwiok — 18
September 1999; KatzensteinWorld of Regions: Asia and Europe in the Ameritaperium Ithaca NY:
Cornell University Press, 2005.; Katzenstein P.edRnalism in comparative perspective®rena working
paper, 1996 ,www.arena.uio.ng/Pempel, J-T, (edit. Remaping East Asia, the construction of a reg©arnell
University Press, 2005. B. Fort, D Webber, 2006ji8®al integration in East Asia and Europe, Congaog or
divergence? Routledge. MarioTelo, edit, 20@&Uropean union and new regionalism. Regional actansl

in B. Fort, D Webber, Regional égtation in East Asia and Europe, Convergence or
divergence ? Routledge, pp. 17 — 38, Peter J. Katzim, 1999, « Regionalism and Asia », CSGR 3diann
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highlight the role of Chinese and Japanese invesind business networks. The distinction between
these two approaches is essentially that of idstitedriven versus market-driven regional
development policy. One can follow Prasenjit Duateen he says, thatégion formation in Asia is a
multipath, uneven and pluralistic development that significantly different from European
regionalisni*®, Some authors prefer to insist on the oppositieben contracts and identitizdt is
highly valuable to analyse this kind of regionahstuction from “below” by comparing interest
groups in both regions as these particular socun@wmic ‘alliances” reflect and build societal
consensus. This in turn opens the door to anadymst different “political economies”.

The EU “europeanisation” literature delivers arerasting theoretical framework to understand the
“bottom up” process of creating collective riffesAmong different scholars Borsell and Riesse
emphasize the capacities of domestic actors - Steg@nal and local actors - to resist the adaptiv
pressure from EU rules by using and recombiningr thhe&n resources and alliances. These resources
can be either symbolic (values and ideas) or natérterests). The alliances address foreign and
domestic, economic and political partners. In swchperspective, history matters. The neo
institutionalist approach which underlines the cityaof rules to stabilize consensus and make
possible collective action highlights the conceptmath dependency®. Accordingly, the authors
emphasize several major categories. The first oagegefers to the concept of “transfer” and issues

about who transfers how and what is transferreihdithe adaptation procé&sThe second category

global governance in a post-hegemonic ar@a edition, Ashgate. Mark Beeson, 20®Regionalism and
Globalization in East Asia. Politics, security aadonomic developmerRalgrave See also, footnote 1.

3 pPrasenijit Duara, 2010, Asian Redux : Conceptuaizi Region for Our Timehe Journal of Asian Studies
vol. 69, n°4 nov., p. 981

% Regionalism : the expression of increased commercial and humansgctions in a defined geographical
space” vs regionalization “the expression of themmmon sense of identity and destiny combined \ih t
creation of institutions that express that identityd shape collective actibp. 196 Paul Evans “Between
regionalism and regionalisation : policy networkghe nascent east asian institutional identitygp, 195 — 215

in Remapping East Asia, The construction of the re@gaiited by T. J. Pempel, Cornell University Pr&&)5

%0 Cowles, Maria Green, Caporaso, A. James, and RiSkemas, eds., 2001Transforming Europe:
Europeanization and Domestic Chandthaca, NY: Cornell University Press., Borzel Jear2001, Pace-Setting,
Foot-Dragging and Fence-Sitting. Member State Resg® to Europeanization, Queen’'s Papers on
Europeanization, no. 4, at: http://www.qub.ac.uddbalinepapers/poe4-01.pdf Bdrzel, Tanja, 2003hafsng
and Taking EU Policies: Member State Responsesutofeanization”, in Queen’s Papers on Europeanisati
No 2/2003,http://ideas.repec.org/p/erp/queens/p0035.MGizel Tanja, Thomas Risse, 2000, “When Europe
Hits Home: Europeanization and Domestic ChangeiPHittp://eiop.or.at/eiop/text/2000-015a.htm

*1 This approach of “path dependency” has been ugetk she very beginning of the eastern European
transforming process in order to emphasize theableng term history in setting up new rules, liegdto the
approach of “hybrid” systems of rules. Stark, DaviRlecombinant Property in Eastern European Cagpitgl
American Journal of Sociologyt, 1996, pp. 993-1027. Stark (David) and LaszlusBt, Post-socialist
Pathways. Transforming Politics and Property in E@entral EuropeCambridge: Cambridge University Press,
1998. Stark, David and Gernot GrabbhBestructuring Networks in Post-Socialism: Legaciemkages,
Localities London: Oxford University Press, 1997

*2 The policy transfer in which Claudio Radaelli déses the processes of construction, diffusion and
institutionalisation of formal and informal ruleprocedures, policy paradigms, styles, ‘ways of dainings’
and shared beliefs and norm3hese processes are “defined and consolidatddnathe EU policy process and
then incorporated in the logic of domestic (natloerad sub-national) discourse, political structuaes public
policies” (“Europeanization, solution or problemtp://eiop.or.at/eiop/2004-016. See also, Raddedisquier,
2005). Radaelli, Claudio M. (2004)Europeanisation: Solution or problem?”, in Europ&ategration online
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refers to institutions and rules. Here, authorseuinte the informal nature and the capacity of
domestic actors to adapt these rules in accordestbetheir own historical experiente The last
category refers to the “mismatch” between both Iev&U rules and domestic institutions. The
“mismatch” is a relevant indicator to show the lamfkcompatibility between both levels (EU and
domestic.3*Thus, the higher the level afcompatibility between EU and domestic law, theater the
pressure and the larger the conflicts. Moreovecabse other actors are in the game - like civil
societies - the game becomes more complex: the atgéncan play out not only at the central level -
among strongly regulated ministries for instanbeit-among many actors who can be dissatisfied and
even refuse supra national rule. Finally, theeesame “veto players” that contest the game anckblo
any EU rules adoption thanks to their strong iogthal resources. After 1990, this approach was
successfully extended to Eastern EurSpe by pointing out the crucial aspect of political
conditionality’®.

2.4. The concept of governance

Tackling these different policies from a comparatperspective leads us to compare the concept of
governance. EU has developed a huge rationalizatfosystem of exchanges between political,
economic and social partners, at different leViéld; State, Regional, departmental, local levelss Th
“multilevel governanceis considered by some scholars the added valuth@fEU because in
principle such an architecture allows for efficigrand justice. All political, economic or socialtais

are invited to participate at their own letelMultilevel governance makes possible the basic EU

Papers (EloP), Vol. 8 (2004), N° 16;
http://eiop.or.at/eiop/texte/2004-016a.htm

*3 Therefore such an approach is also backed byehénstitutionalist approach for which rules arebedied in
historical path “Informal elements like nationaldalocal culture, traditional and popular ideologipslitical
representation also play a central role in the &do@nd rejection of EU influences.”

““The lower the compatibility between European anmhefstic processes, policies and institutions, thgdi
the adaptational pressurgsRisse and Borzell, 2002, p. 5

> Grabe, Heather, 2006he EU’s Transformative Power: Europeanization tigh conditionality in Central
and Eastern Europe.ondon, Palgrave. Kutter Amelie, Trappmann Védiag], 2006,Das Erbe des Beitritts,
Eurtopaisierung in Mittel und Osteurop&Nomos Verlag. Lippert, Barbara and Umbach Gal30%} The
Pressure of Europeanisation: From post-communiate sadministrations to normal players in the EU
system.Baden-Baden: Nomos Verlagsgesellschaft.iiB&fancois, 2009Europeanisation and globalization in
Central and Eastern Europ®@algrave.

*® Schimmelfennig Franck, Sedelmeier Ulrich, 2005 anceptualizing the Europeanization of Eastern and
Central Europe », the Europeanization of CentraldaBastern Europelthaca, Cornell University Press.
Sedelmeier, Ulrich, 2005, “Eastern Enlargement: awls a European EU?”, in: Helen Wallace/Wiliam \Aed,
Policy-Making inthe European UnianFifth Edition, Oxford: Oxford University Press @), p. 402 — 428
Sedelmeier, Ulrich, ‘Eastern Enlargement: Toward&ueopean EU?,” in: Helen Wallace and William Weda
Policy-Making in the European UniorFifth Edition, Oxford: Oxford University Pressp@5, pp. 402—-428.
Lippert, Barbara, ‘Erfolge und Grenzen der techatikchen EU-Erweiterungspolitik,” in; A. Kutter, V.
Trappmann (eds.Das Erbe des Beitritts. Europdisierung im MittehduOsteuropapp. 57 — 74. Vachudova,
Milena Anna,Europe Undivided. Democracy, Leverage and Integratifter CommunisnOxford University
Press, 2005

" As the EU adviser Fabicia Barca depicts it, thdtiteuelgovernance isa system by which the responsibility
for policy design and implementation is distributeaiong different levels of government and speciapgse
local institutions (private associations, pacts amgceveral local public authorities, districts andoperation
projects within national borders or across natiormrders, public-private partnersHipBarca, F. , 2009, « An
Agenda for a Reformed Cohesion Policy, A Place-thasgproach to Meeting European Union Challenges and
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principle ofsubsidiaritymeaning that pertinent tasks have to be achiet/dtbappropriater level and
consequently at the exclusion of the other onesASEAN, such a Subsidiarity does not exist
because of the strict domination of national sagetg. The lack of pooling sovereignty prevents
ASEAN from covering pertinent topics. It also miscASEAN’s incapacity to tackle supra national
problems like haze, Asian flux, even terrorism,retffeLee Jones has recently defended the fact that
ASEAN was a relevant umbrella to make pressureesisting states like Cambodia in 1997 and
Myanmar in 2008.

But does the fact that ASEAN architecture doesshaire the multilevel governance as the EU mean
that we cannot speak of “multilevel governance” wliecomes to ASEAN? What EU intends to
define by highlighting connectivity (accessibility), cooperation (partnerhip) andconcentration
(growthf is exactly what ASEAN defends by arguing ®bnnectivity- the economic corridors-,
Community- between people - ar@oordination- of different policies and actors -. The three &g

the pillars of the definition of regional integ@ai “enhancing connectivity, improving
competitiveness, and engendering a sense of cortytifniMoreover, the importance of networks
and their capacity to structure at different lexadlpolitical, social and economic life allow usgpeak

of multi-level governance. “Asian values” allow the€o re-organize the surrounding environment
even if Ravenhill considers that multiplication mgetings and informal discussions does not makes
ASEAN a bloc comparable to BY From this perspective, a comparison is possibleei intend to

compare dynamics of “nationalizing” shared rulesismber State.

Conclusion

Expectations », EU, DG Regio, April 2009, 218 page$3. See too, A.Mairate, “The « Added Value thaf
European Union Cohesion PolicyRegional Studiesvol. 40, n° 2, 2007, pp. 167-177.

*® Lee Jones, « ASANS’s Unchanged Melody ? The Themq Pratice of « non interference » in Southeast
Asia », The Pacific Reviewol.23, n°4, sept; 2010, 479 — 502

*The Green Paper on Territorial Cohesigublished by the EU Commission in 2008 {SEC(20085@®
summarizes EU ambition by proposing a balanced laaanonious development of European territories
following three axes:Concentrationin order to avoid excessive concentrations of dghgw; Connecting

territories by linking to transport networks, energy networks, new teldgies and services of

general economic interestooperationbetween people at different levels in order to owering division
resulting from lack of concentration and connection

> ADB (1996). Economic Co-operation in the greater Mekong Subregion: facing challenges. Manila, Asian
Development Bank.

*L«Singapore has adopted top down salad bowl apprdaamanage its ethnic pluralism. Emphasizing Asian
values is a possible way for sidestepping bothptitentially disintegrative pulls of Chinese, Malayd Indian
cultures and the potentially absorptive reach ofs#®m influences. Geographically undefined Asialues are
not the temporary expression of the cultural arnoga of one of Asia’s miracle economies. Lackingstiratt
identity, Asian values offer Singapore’s politiedites a plausible ideology for building a new statPeter J.
Katzenstein, 1999, « Regionalism and Asia », CS@Rr#ual confrence, after the global crises : wieat for
regionalism ? Scarman House, Univesity of Warwidk~ 18 september 1999, p. 7

2|t would mean 4o confuse hyperbole with reality, a proliferatiof meetings with institutionalization and
proposals with binding policy framework3ohn Ravenhill “A three bloc world ? The New AsiRegionalism”,
Intenational relations of the ASIA — Pacific, 20@2 pp. 167 — 195
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Why starting the comparison from the institutioparspective is irrelevant ? Mainly because the
“pooling sovereignty” process is not similar in beegions. Supra national rules do not have theesam
weight on domestic actors. Under ASEAN regulatistates remain the most important actors. The
dynamic of europeanisation presented below in Tdbleresents the institutional capacity of EU
architecture to weight on domestic levels and opgo® it, the very weak ASEAN institutional
capacity. In both regions, domestic milieu are abtarized by different interest groups which can
resist to the adaptive pressure from the supramaltievel. In the case of EU, some of these groups
are in favour of the integration, others are opdo3ée greater the presence of existing institstion
the stronger the interest groups and consequdmlylikelihood of conflict. These conflicts depend
mainly on two factors: first, the institutional dgs, meaning the nature of the supra regional rule
(strong versus weak) and the forms of control; sdcthe profile of actors: “veto power” actors are
either in favour of or hostile to supra nationderurhe length of negotiation with EU experts refte
such conflict. Negotiations of some chapters lastede than 40 months while others took less than

10 month&®. Finally, results can be either the pad®ptionor adaptiort*.

Tab. 1. Components and dynamics of Europeanisati@eanisation processes

EUROPEANISATION ASEANISATION

1. EU Actors and

institutions Parliament); some DG (enlargement, D@oordinate and implement ASEA activities.
(supra national Regio, Agriculture, energy, etc) and thé\SEAN summit take place twice a year
level) complexity of the rules (community field, The staff, appointed on the same principles. Nonsgtr

EU institutional plurality : the variety of]

the institutions the  Europead

Commission the Court of Justice, t

shared or national)

Conflicts between different D¢

(enlargement / Regio)

ASEAN secretariat (very small : 70 people; in 19
n31), The head s called for 2 years (1976) ther98g}

h¢hen 5 since 1993. Mandated to initiate, adv

Institutions but a huge variety of agreements @radd
5 economic facilities) and multilateralism
Promotes dialog with a lot of economic, busin

bodies (and around 60 ngos)

D3,

eSS

% For instance the "6chapter concerning competition requested more #armonths in Czech Republic,
Hungary, Poland and 49 months in Romania. The t&pr, concerning “Employment and social policies”
was shorter adopted within 4 months in Lithuanisydhths in Bulgaria, 13 months in Estonia.

>4 Adoption is the translation of the supra regionaé into the domestic legislation. It was the caden no
previous legislative framework existed in a givesid (for instance some aspect of social requirdminked to
the market completion). Adaptation is the morerieséng figure because it refers to the capacitygoombine”
resources with current rules. It opens the dodheéanterpretation in terms of the “path depend&mdyich does
not define a pure historical continuity — from {h&st to the present — but more a social innovatibich takes
place under different strong constraints.
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Strong rule : security (duty) implying Weak rule (consensus and principles of non use of
monitoring control and strict compliangeforce, non interference and basic principle of the
2. Adaptive | from candidates primacy of the national sovereignty)

pressure Weak rule : depending the national state®rimacy of national interest / sovereignty : nocéat

19
o

Nature of the rules | or supported by the Open Method |ofluty for collective action (which could be orient

Coordination (OMC). against a member state).

Institutions ~ “fit / misfit' the more the| Strong institutions at the domestic level Informa

institutions at the domestic level the marexchangespartnerships Meeting€Consensusased

3. Domestic level | the conflict with EU rules. on top down approach of the public polici
Conflicts and| Actors : “veto power” and facilitators, But emerging actors : NGOs and civil societies
negotiations interest groups, pressure groups (management of water), villages, political demahd o

The hegemon France / Germany whichdemocracy (participation)
determines several alliances and policies| The lack of a hegemon and of leadershjghe role
of Great Powers (USA, Japon, China), the growing

importance of China, etc.

Transfer (strict adoption, less resistangel,.owest common denominatorof the common rulg
Results less conflicts)  Adaptation (translation)| and primacy of the domestic legitimacy

Reject

Some scholars conclude that only weak states castupe a weak regional ensemble like ASEAN.
But other scholars conclude on the opposite : S@m#hAsian states can strongly use this supra
national ASEAN weakness to reinforce their own deas of non democratic regimes the same
vein Stubbs speaks of “regional resilience” andctudes to a rather powerful ASEAN because the
Southeast Asian Region creates domestic stabiliyragulates conflicts. Radically different fronisth
kind of polity the EU is based on democratic rubesl links this political conditionality to the
enlargement to new member. For these reasonsegsoli@nnot really be compared. However a
comparison of certain key policies allows for a emoomparative result. Therefore we have stressed
the importance of enlargement, privatization, asgianalization policies. All these policies can be
compared in order to better understand the coraféptrong state” et “weak state”.

If we consider how new members of each regionadmbde succeeded to prevent further sovereignty
pooling, we are incited to admit that new states sironger with membership and former members
appear rather weak. By having emphasized the fuadtahprinciple of national sovereignty, both
new members have put on the fore front of the ctéfla the definite importance of historical
development, collective identity and national feglilf at the end, states of both regions enrigh th
reflection in terms of strong states versus weatest it is not just because they reveal capadities

manage centrifugal forces thanks to particular $ypkcoordination between central and peripheral

> “ASEAN was founded in order to helpdefend the pilevg social order”, Lee Jones, 2010, “ASEAN’S
unchanged Meloy ? The theory and practice of “mbarference” in Southeast AsiaThe Pacific Revie\®3 : 4,
p. 485
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actors® but it is also because they highlight the linksneeen the national and supra national level.
European states are strong because they supporigstollective rules but Southeast Asian
counterparts can be also defined as strong bethegean limit any further pooling sovereignty. By
limiting collective political rules, they encloséet game within economic barriers and can be
legitimized as non democratic regimes. On the atitk, new states from both regions can be defined
weak because corruption is huge. It is known thdtoth regions processes of privatization wereyfull
manipulated by former elites who could use thesetsto turn out rules and in this way they exalude
to a wide part of the population to the decisiomaking process. Eastern Europe was the theater of a
massive corruptioh.

Furthermore, it is not necessarily true that the litihg much more institutionally equipped than
ASEAN is in a better position to face current wlenide challenges. What is useful to consider is no
institutions but much more bottom up dynamics whsttess the importance of regional networks.
Regionalization dynamics supported by economic agksy in both regions witness the definite
importance of interest groups, foreign direct atabisity within each region investors and particula
alliances between all of them. All of them are shpport of various political economies.

Lastly, we see that in the EU the current weaktitegicy of EU rule® does not prevent the huge
increasing EU trade. The same can be said for ASEANh experiences an increasing internal trade
despite weak institution$ It is worthy to compare how both regional ensamshbinap their own
territories and address similar policies. Spec@nemic zones (SEZ) deserve particular attention.
These zones support fiscal policies which are genylar in both regions and for some of them lead t
the emergence of clusters. For this reason, mteresting to compare how each regional ensemble
targets social and economic policies and how efficand equitable objectives of development can be

balanced or ignored.

% peter Dauvergnes, 1998/eak and strong States in Asia — Pacific Sociefiedited by), Allen and Unwin.
Joel S. Migdal, 1994, «strong states, weak staf®sver and accommodationtnderstanding political
developmen{MyronWeimar, Samuel P. Huntington), pp. 391 — ,43de S Migdal, 2001State in Society.
Studying how states an societies transform andtitotesone anotherCambridge University Press

" Concerning New European member states, among ouiéooks see Tom Gallagher, 20B®mania and
the European Union How the weak vanquished thaengtidlanchester University Press. For Southeast Asta s
Pasuk Phongpaihit, Sunsidh Piriyarangsam, 1@®uption and Democracy in Thailan&ilkworm Books

%8 This current EU weakness from Eastern side retersenlargement fatigue » likely to legitimizesmp any
further institutional EU deepening and wideningor both sides of Europe it has to mentioned thep dee
political mistrust that the very low citizen paitiation to EU elections in 2009 has reflected, ttrenvery low
profile of Commission authorities, and finally tlaek of solidarity within the euro zone.

*9 Frangois Bafoil & Ruiwen Lin, 2010, Relooking &etRole of Transport Infrastructure in Trade, Reglo
Growth and Governance: Comparing Greater Mekongefjin (GMS) and Central Eastern Europe (CEE)
Published in  Journal of Current Southeast Asian Affairs http://hup.sub.uni-
hamburg.de/giga/jsaa/article/view/262/262
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Second part: Dependent Growth. Three case studie$ Special Economic
Zones in Laos and Cambodia

Ideally, Special Economic Zones (SEZs) are supposetkvelop a variety of networks and links:
between firms (network), local milieu (of the firlngegional areas, and eventually international
linkage$§®. SEZs can be considered drivers of developmerdusecthey are supported by different
actors indicating that collective action and midtiel governance are the key factors of success.
Furthermore, they are intended to be conduciveet@ldpment by spillover effects in their immediate
environment, and are expected to lead to more dpgdl economic forms, such as clusters. Finally,
SEZs are thought to support more integrated dewsop, as in regional integration. This term of
regional integration can be defined from three pectves we will discuss below in order to assess
whether Cambodian and Laotian SEZs fit these cmmditand can be considered drivers of
development. By doing so we will deepen the conoéptiependent growth”. The first perspective is
linked with the GMS project of regional developmemhe second perspective is linked with the
historical example of Chinese SEZs. The last petsmerefers to institutions of development. Let us

briefly recall them.

As demonstrated in both Chapter 2 and 5, the Qréé¢&ong Subregion (GMS) is pursuing a three
pronged strategy of enhancing connectivity, contipetiess and community. Such a strategy is based
on developing both hard and soft infrastructuree tidea being that extensive infrastructure
development would improve regional connectivity,iebhwould in turn assist regional integration
initiatives. While commending the infrastructuravelopments thus far, both Verbiest and Strange
also acknowledge the various difficulties that egeermprimarily at the border areas, because of the
lack of consistent and collaborative governancehis Tack of established and well functioning
governance mechanisms (both vertical and horizpotaistitutes a significant impediment towards

the assumed causal link between infrastructuredavelopmerif. As appears to be the case in the

 This article stems from a larger study that wasdcmted by a group of Master of Public Affairs (MPA
students at Sciences Po Paris, with the aim ofribaning to the debate by exploring the experienzeSouth
East Asian’s regionalism — in particular, in thentexts of the GMS. To support this research, stiigywas
made to Thailand, Laos and Cambodia in Feburary 28&e the repoRependent Growth SEZ in the Greater
Mekong SubregiofNicolas Diaz, Sophia Guerin, Allison Morris, Sopi&an Under the direction of Prof.
Bafol), MPA sciences Po, 120 pages.MPA. 2011, I&fpwww.coesionet.ceri-sciences.po.org

1 An important literature underlines causal links viln regional infrastructure and development. See
Banomyong, Ruth, P. Cook, and P. Kent (2008), Ftating Regional Logistics Development Policy: Thas€
of ASEAN, in: International Journal of Logistics Research and Kqgiions 11, 5, 359-379. Brooks, Douglas
H. and Jayant Menon (eds.) (2008)frastructure and Trade inAsjaCheltenham, UK; Northampton, MA:
Edward ElgarDe, Prabir (2008), Impact of Trade Costs in Trdgimpirical Evidencd-rom Asian Countries, in:
Trade Facilitation Beyond the Multilateral Trade d¢iations: Regional Practices, Customs Valuatiems
Other Emerging IssuesBangkok: United Nations Publication, 281-31Duval, Yann (2008),Economic
Cooperation and Regional Integration in the Gredigkong Subregion (GMS), Trade and Investment Divis
Staff Working Paper02/08, UNESCAP. Roland-Holst, David, Jean-Pierrebiést, and Fan Zhai (2008),
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GMS, the causal link between infrastructure andettgament is significantly constrained due to the
lack of a sense of community, which hampers comuoatiun and collective action across entities.
By focusing on special economic zones (SEZ) in@MS, our first objective in this chapter is to

show that development cannot occur mainly becaeistral and regional institutions are missing.

Second, SEZs in Asia have been used as a modebobmic growth and development since China
first launched four coastal SEZs in 1979. Broagfhgaking these initial sites emphasized localized
liberal economic policies, export-oriented indwestrand low factors of production (primarily wages).
Empirically, and as the “Chinese SEZ model” has alestrated, SEZs are expected to concentrate
growth and progressively lead to local developfife®ased on the case study of the Chinese city
Shenzen, it has been shown that successful develdpthrough SEZs is a combination of:
industrialization and urbanization; highly develdpefrastructure; foreign direct investment; resear
and development; and universities and skill traincenters. In addition to the aforementioned
components, Chinese SEZs are characterized bdibdvgl economic policies and tough political rule
and are based, on one hand, on low tax rates amdvlges, and, on the other hand, on highly
profitable incentive. Lastly, the economic zone in China representsrg particular pattern of new
public and private cooperation: the central goveantrallows a private investor to lease land for a
certain period of time, during which time the pt&anvestor must develop the zone and provide all
facilities to those companies investing in the zofEs “systemic” approach to growth ensures that
manufacturing and industry growth is directly tiedinnovation, infrastructure, good governance and
locally-based skill growt. Our second objective is to assess whether suafsfof innovation exist

in our Cambodian and Laotian SEZs and if not, why?

The last aspect of the definition of regional imegmn refers to the institutions of developmerdr F

Deutsch regional integration is a mix of shareditie and formal and informal rules which make

Growth and Trade Horizons for Asia: Long Term Fasts for Regional IntegrationResearch Paper No.
2008/106, UNU-WIDER. Frnagois Bafoil & RuienLin, 20, “Relooking at the Role of Transport Infrasture

in Trade, Regional Growth and Governance: Compda@repter Mekong Subregion (GMS) and Central Eastern
Europe (CEE), Journal of Current Southeast Asian fai, http://hup.sub.uni-
hamburg.de/giga/jsaa/article/view/262/262

%2 ADB 2007; Naughton, 2009, p. 145sq. As Naughtoowshit, the “Chinese model” is itself a tentative
replication of Japanese success. Citat p.33 roMaughton Segal

% foreign investors must pay a corporate tax of 1Z#ose who produce over 70% of good bound for expor
enjoy an initial 2 year tax holiday and a 50% taduction for a following 3 years. Subsequently ytiaee
charged a 10% corporate tax. Foreign investotharservice sector with an investment of 10 yearemger,
greater than $5 million USD have a 1 year tax lalidnd 50% reduction on corporate tax for 2 yeawint
investment companies who invest for a period grehaten 15 years in port and dock construction aamtgd a
tax holiday of 5 years and a tax reduction in tifesequent 5 years.

% ADB 2007, “Special Economic Zones and Competitagsi, PRM Policy Note Series Review Committtee?
ADB, Manila.
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possible collective acti6h Lombaerde and Longeve point out the role of fustins and multilevel
structures of governance within the delegation @secas part of the regional integration pro€ess
This remark invites us to consider to which exlenal institutions connected with SEZs can support

and enhance community and shared identities.

Our main thesis in this work is that under Laotaxd Cambodian conditions, SEZs have proven to be
driving a very different kind of development — thetich is highly dependent on external investment
and fails to foster local development. In 2011,caeried out three empirical case studies of SIBZs i
Laos and Cambodia and this informs our reflectioms the need to cultivate institutions and
governance within the region in order to supporkdi between economic growth and local
development. Specifically, the three SEZs examiwwede the Manhattan SEZ in Bavet, Cambodia,
Phnom Penh SEZ in Phnom Penh, Cambodia and SavainakZ in Savannakhet Laos. We have
hypothesized that without strong cooperation betweelitical and economic actors located at the
central, regional and local level, growth driven ®Zs is not conducive to long-term development.
The GMS SEZ case studies provide evidence thatSte model in the Laotian and Cambodian
context suffers from a de-regulated structure, whegakened governance is exacerbated by a neglect
to create and implement policies that truly harnéssal development opportunities via SEZ

investment.

In the first part we present some positive comptherf Cambodian and Laotian growth and
economic success linked to SEZs (I). In the secpad, we insist upon specific features of
Cambodian and Laotian SEZs which mainly refer ® dinganization (ll). Far from replicating the
“Chinese Model”, Southeast Asian SEZs havenot ted tfunctioning kind of regional and local
development. Therefore, in the fourth part, we fifem situation of “dependant growth” by stressing
the lack of institutional support and functioningvgrnance (1V).

I. Economic growth and Local development

% In accordance with Karl Deutsch, a group has “beezdntegrated when integration is defined as the
attainment of a sense of community accompaniedobydl or informal institutions or practices, suiiatly
strong and widespread to assure peaceful changegamembers of a group with “reasonable” certaintgraa
“long period of time”"Karl Deutsch, “Security commityi in James Rosenau (ed), 1961, Internationaltiees
and foreign policy, N York Free press, quoted initam Acharya, “ldeas, identity, and institution-taing :
from the “ASEAN way” t the “Asia-Pacific way”, Thpacific review, 1997, vol. 10, n°3, pp. 319 — 34&sBd

on Deutsch’s approach, Katzenstein insists on ipalitand economic transactions, and the social ways
communication that differentiate groups of coumstri¢-ar from being limited to formal aspects of rule
integration implies a lot of informal connection.

% For Lombaerde and Longehove (2006: 1), regionadgimtion refers to the “process of complex, social
transformations characterized by intensificatiomedétions between independent sovereign states”.
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Before focusing on the local development leves iinhportant to mention some positive links between
GMS SEZs and economic growth. Two indicators halpaupresent them: economic (GDP and trade)
and social (poverty reduction and wages) indicators

1.1.Evidence of Growth through Economic Indicators

It is evident that the Savannakhet, Manhattan amb® Penh SEZs are places of economic growth.
Through the case studies, we find that SEZs arewoly economic growth without stimulating local
development, which argument will be developed tghmut the remainder of this chapter. Indicators
of economic growth include: increased producton output (GDP); increased level of trade; and
increased GNI per capita. The graphs below of feeementioned economic growth indicators is
evidence of the growing economies of Lao and Carabdd8raph 1 shows the significant levels of
merchandise trade as they contribute to GDP; Geaphows the annual growth rate of Cambodian
and Laotian GDP over the past 5 years; and Gragimo@/s the increase in GNI per capita over the

past 5 years.

Merchandise Trade as % of GDP GDP Growth (Annual %)

140 ¥ Cambodia ¥ La0 PDR
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¥ lao POR

2005 2006 2007 2008 2005

Graphs 2-3: Merchandise Trade as Percent of GDEs&RIAnnual Growth (The World Bank Group
2011, “Open Data”).

GNI per Capita (USS)

1000
S00
800
TOoO
500
500
400
300
200
100
(o]

2005 2006 2007 2008 2009

= Cambodia - iLao PDR

Graph 4: Gross National Income Per Capita, Camb&diao PDR (The World Bank Group 2011,
“Open Data”).
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Three caveats must be noted in setting forth tideaee of Laotian and Cambodian economic growth.
First, the economic growth is highly dependenttenforeign market — this is both in terms of demand
for products (export-oriented) and investors (mioshs in SEZs are foreign). Hence, Laotian and
Cambodian economies are highly susceptible to eakerisks and shocks that are beyond their
control. This can be seen in Graph 2 depicting @oivth. The GDP Growth shows the substantial
impact the 2009 Global Financial Crisis had on Cedidss economy, which is likely a reflection of
its extremely high levels of merchandise trade igsceliance on the garment sector. A second ¢avea
to the impressive growth levels is the continuedk laf local demand and low levels of imports, both
of which are complimentary to sustaining econommmagh. A majority of the firms operating within
the 3 SEZs visited are foreign owned and expodrteid. Without building up local demand,
Cambodia's and Laos's economies continue to benrabte to external shocksurther, the absence of
local demand speaks to the ability for the SEZ rhtmldrive local development. Third, the economic
growth model fostered by the GMS SEZ model promatesustainable growth, in that it neglects the
necessary parallel in human development. While sargae that economic growth is a precondition
to human development, studies have also shown hawah development and growth create a

feedback loop, ensuring that growth is sustainezhi®® Stewart and Ramirez, 2000).

1.2 Evidence of Economic Growth through Social ¢atiors

While economic growth in Laos and Cambodia has weduover the past 10 years — Cambodia
having seen a 9% average growth rate and Laosxdpmtely 7.1% average from 2007-2009 - the
GMS-SEZ model is failing as a simultaneous driveigmwth and local developméht Although
populations are seeing increased incomes, develupraquires that increased incomes are paired
with increased opportunities. The concept of lodalelopment incorporates individuals' income,
education opportunities, health services, and eoonopportunities. In addition to moving from eelif

of subsistence and uncertainty to a life wheredoaseds are met, development requires attention to

feedback aspects, such as innovation, capacitglibgiend technological transf&.

Before rejecting the hypothesis of the relationshigtween the GMS-SEZ model and local
development, the evidence for local developmerguimmarized in the below table. Both Laos and
Cambodia have seen impressive improvements in é¢hehr of education, poverty reduction and

service provision over the past decade.

" The World Bank Group 2011, “Open Data”
% UNDP 2011
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Graph 5-6: Percent of population living below thevérty Line, Cambodia & Laos (The World Bank

Group 2011, “Open Data”).

Graph 7: Tertiary School Enrolment, Cambodia & L&wvaph 8: Primary School Completion Rate,
Laos & Cambodi¥

From the above graphs of social development indisait is evident some progress has been made
with regards to poverty reduction and improving &tion levels in Laos and Cambodia. However,
the extent to which the GMS-SEZ model will fosterfuather improvement of socio-economic
indicators is questionable. The linkages betweerStBZ firms, employment and capacity building do
not exist; nor are there complementary governmelitips in place which aim to bridge these gaps in

% The World Bank Group 2011, “Open Data”.
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capacity development. In the 3 SEZs examined, the@knesses reduce their capacity to foster local
development, as measured through infrastructureeldement, human development and poverty

reduction.

Il. Three case studies: Incentives and Organization

Let us now consider our three case studies whichpgoto two main features of Southeast Asian
SEZs. Ishida draws out a typology that definesitleal location of these zones in “metropolitan
areas” in order to capitalize on available manpoWeorts and harbours,” and “border areas” to lvette
exploit export facilities, and in “junctions or ersections” in order to accumulate benefits linked
comparative advantag&sFor this reason, Ishida’s study points out theefie of the objective to
develop Economic Corridors in the GMS region, as llas guided the choice of ideal SEZ locations.
Aveline — Dubach completes the picture by insistimgfour features of SEZ location: “A large scale
area where land is developed in accordance withnapoehensive plan...An area served by roads,
infrastructures, utilities and services,...Sale aedsé of factory buildings for manufacturing
purposes...Controlled development with restrictiveermnts for the benefit of both the occupants
and the community at largé” Our three SEZ are located in two places : “Mattiban area” and

“border area”, and are characterized by the maitufes above mentioned concerning equipement.

In our analysis we distinguish two major levelse tinvestment incentives and the internal
organization. This section proceeds as followsstfieach SEZ is briefly presented; second, we
describe the tax incentives and the organizaticdBM6-SEZs, including a closer look at the One Stop

Service that manages each SEZ on behalf of thec#gp government.

2.1. Profile of GMS-SEZs

The first SEZ is the Laotiaeno-Savanakh&one which is located closed to the Laotian / Thai
border along the Mekong RiVér The vast area of land dedicated to the SEZ isleivinto 4 sites.
Site A is located at the Mekong International Badand is over 305 hectares of land dedicated to

commerce and some service and logistic actividese B is majority (70%) state owned and Zone C

%Ishida 2005

"I Natacha Aveline —Dubacjh, “the Role of Industfatates in Thailand’s Industrialization. New chatjes for
the future”, in Patarapong Interakumnerd, Yvelinecler, edited by), Sustainability of Thailand’s
Competitiveness. The policy challeng®®10, ISEAS Publication, pp. 175 — 206.

21n 1998, the Laotian government participated tGMS program in order to consider the project about
economic corridors from South China to Madaman @dganmar). The gvt needed to get benefits from
Economic corridors in order to mobilise cooperatigith the 4 countries (CLMV). The gvt asked th@akaee
gvt to provide study project in order to establsI$SEZ. In 2002 the gvt established these 2 projeased on
these studies.
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is for housing developments. Since 2002, SEZ aitith® have worked on acquiring land to organize

zone D, which would be 118 hectares).

The two other SEZs studied are located in Cambo@mmbodia has 22 SEZ locations, of which only
7 are currently operating and 15 other ones aremoadnstruction and seeking foreign partnerships.
The SEZs are scattered across the country: 2 inrRienh, 5 in Sihanoukville, 4 in Bavet, 1 at the
Thai border and 2 bordering Laos. The first Caméo®EZ studied is thlanhattanSEZ which is
located in Bavet, at the Cambodian / ViethameseédyoThe SEZ is divided into three parts: Part 1
(20 hectares) for commercial and retail developmnieait 2 (60 hectares) for factories; and Part08 (1
hectares) is for factories and housing, but isyebequipped.
SEZ is located just outside the capital and is thetrhighly developed SEZ in Cambodia with 3,500

workers and 10 operating firms. The smallest firmpkoys 14 persons (a Malaysian firm exporting

The second Cambodi@hnom Penh

construction material) and the biggest firm empl@@00 persons (a Cambodian firm exporting

clothes).

Comparison of GMS SEZs: Savannakhet, Laos; Manhaltambodia; Phnom Penh, Cambodia

Savanakhet (Laos) Bavet (Cambodia) Pnom Rehn
(Cambodia)
operating since 2003 2005 2008
size (Has) 949 180 360
Location Border Border Inland (30kms from the
capital)
N° of Investors site C 34 15 25
N° of operating| site C 1 9 13
firms
Natonality of| Malaysian, Japanese Taiwanese Japanese / Cambadian
developer
N° of jobs created Including casino 2000 4648 4792
to date
N° of jobs| 100 000 15 000 50 000
anticipated
Investments to date - 15 millions operating38 millions
capital
mining, residential servicgsBicycles, footwear, PP garment, footwear,
Industries manufacturing, services | bags, garment, mattres$ood processing,
spring electrical equipment
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Source : personal interviews

2.2. Tax Incentives in the GMS-SEZs

Tax incentives are of definite importance to attfaceign investors. But because the CLMV countries
(Cambodia, Laos, Myanmar and Vietnam) are poor ,aesrisk is that they lead to a situation of a
competitive “race to the bottom,” which in turn kis a precarious environment of “dependent
growth”. In fact, in the GMS-SEZs tax rates are aekably low in tandem with the lengthy tax

holidays.Low tax rates complemented by low wages ensureathaf these SEZ remain an appealing

location for manufacturers to produce their goods.

In the Laotian SEZ, tax incentives are dividedtfirstax holidays - 2 — 10 years starting from firof
making year-; then Corporate profit tax ( 8 — 10¥%gn Personal income tax which are 5% for both
local and foreigners and finally loss carry forwarglears. Taxes and customs duties are exempted for
all exports manufactured products diod all material imported. Investors can lease larithin the

SEZ for a maximum of 99 years, during which peridyears will be exempt from lease charges.
This lease period can be extended upon the Savam-&€eZ approval. Lease holders can sub-lease the

property during this period with no restrictionscaweats.

Tax incentives are the same in all Cambodian SBEZesthey are ruled by an official docunfént
Corporate income tax is 20%, SEZ companies arétifpor a 6 — 9 years holiday. Foreign investors
can have 100% ownership of their business. Theme jsrice control on products and services and no

restriction on the repatriation of funds. Investoas lease land up to 99 years.

Despite drawbacks such as the complete lack cdstriucture (water, electricity), security concerns,
and an uncultivated labour force, these SEZs aedatttompanying tax incentives provide the
appropriate foundation for low-skill, high-turn arad production operations. Incentives are the major
signal of “flexibility” which characterize every SEThe second component of this “flexibility” iseth

very low social law as we will see below.

2.3. Organization of a SEZ

In each of the three SEZs, the organization of ztwee is directly under the responsibility of the

Developer whose role is to establish and managendine infrastructure of the SEZ, such as road

3 ref
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networks, dry ports, power, water and telecommuitinasupplies and even a worker canteen and
dormitories. The Developer sells plots to primaribreign companies and coordinates with the
company to facilitate the opening and running dirtHactory. He acts as a liaison when needed,
providing information on administrative procedutesnvestors, for example assisting with obtaining
investment licenses. Specifically, the Developdphi@ompanies obtain their industrial registration
with the Ministry of Industry, which is not repreded in the One Stop Service, the government's
managerial arm within the SEZ. The Developer alswides recruitment support to investors. They
go to provinces on behalf of investors to recrudrkers and they assist in settling labour issues.
Overall, the Developer is a coordinator and guarafar investors. These services are provided at no

extra cost.

Savan-Seno Special Economic Zone, Laos

Investment in the Savan-Seno Special Economic Zeteing driven primarily by the Lao Savan-
Seno Special Economic Zone Authority. The physidevelopment of the site is delegated to a
developer at each site who is responsible for mglthe infrastructure, managing the site, hiringl a

training construction labourers. The Developerfislalaysian origin.

Manhattan Special Economic Zone, Cambodia

The Manhattan Special Economic Zone (MSEZ) is dmped and operated by Manhattan
International Co. Ltd (MIC). MIC is a subsidiary KPT Industries Ltd., which is a leading ceramic
tile manufacturer in Taiwan. The majority shareleotdin KPT are the Universal Joint International
Group (UJIC) and Medtecs International Co. Ltd. Q). Traditionally, KPT was a manufacturer of
construction materials however, upon merging inttCMin 2005, KPT has drawn from MICLs
experience and resources as a multinational cdiporavith businesses in strategic sectors, and
chosen to diversify its ventures. The establishneéra Special Economic Zone in Manhattan is one
such venture. The Zone developer, Mr. Clement Y@@ hairman of MICL and it was he whom
named the zone Manhattan after the much loveddstily, and commercial capital of the United
States of America. Mr. Yang (a Taiwanese natior@s developed another SEZ, also called
Manhattan, in Taiwan, making a grand total of 3 N&ttans in the world. Mr. Yang, aside from being
Chairman and CEO of MICL and developer of this zasealso the largest shareholder in the MSEZ.
MIC has set up a management office that is heaged beneral manager who supervises and is
responsible for all affairs of the MSEZ. Locatedide the MIC is the one-stop service (OSS) office,
which is staffed by the Cambodian government aridtended to be the point of liaison for both the
Developer and the Companies with the Cambodian Bawent. The presence of the OSS office is a

feature common to all SEZs within the GMS and ithory a crucial governance mechanism.
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Pnom Pehn SEZ

PPSEZ is owned and managed by a joint venture coynpdapan Cambodia Development
Corporation (JCDC). JCDC is 49% owned by a Japareseestate company, Zephyr Co. Ltd. And
51% owned by the Cambodian company Phnom Penh SEFtq, which is associated with Attwood
Investment Group of Cambodifn addition to owning PPSEZ, JCDC has received @aggrfor 18
SEZs, including SEZs near Sihanoukville and onTthai and Vietnam borders with Cambodia. With
regard to PPSEZ, it does not appear that JCDC wnspecialize in a certain sector. The strategic
objective of PPSEZ is to develop a “new town” whighl incorporate commercial, residential and
industrial zones. It aims to employ 50,000 workéreere are plans to build a vocational centre,

apartments, shopping centres, hospitals and baitiis\the SEZ.
3.4. The One Stop Service (OSS)

The One Stop Service (OSS) is a key feature oGS SEZs. The OSS is supported and staffed by
both the local and central governniéind is responsible for processing applicationsamhpanies,
issuing licenses and certificates of origins, armtessing export and import permits to clear custom
In a word, the OSS officers are the key actors wk{p companies obtain licensing, meet tax
regulations, obtain a company seal, easily impadtexport, procure utilities and recruit labGuihe
OSS role in customs is to clear products aheadnad with the relevant government ministries to
facilitate an easy and quick border crossing thatot held back by customs processes. As pitched to
investors, there is no need for customs inspeationontainers at the border level, smoothing the
process and reducing the time frame between transpwl delivery. The on-site government
authority, OSS, assists investors with the difties| they may encounter when trying to establish
business operations within Cambodia, and as suafiswoward ensuring a smooth and efficient

operation of the SEZ tenant companies.

In some cases, there appears to be some overlagdrethe Developer's role and the OSS. One
example of this overlap is in labour recruitmeihe OSS'’s role is to assist investors in admintistea

processes and the Ministry of Labour representasivie charge of handling labour issues. However,

™ In the case of Manhattan the OSS is managed lee thrdividuals they are: the Head of Investment
Promotion and Legal Affairs Division , the Headtloé Administration Office and the Head of the Prtipe and
Construction Division. In the case of Savan sehe,Head of Investment Promotion and Legal Affairgidion

has been sent from the central government to thet8Rssist his local superiors in supporting atzising the
growth of the SEZ.

55 offices represent the Royal Government of Carisbadd make up the one-stop-service office arelimas:
Ministry of CAMCONTROL - that concerns itself withuality control of goods ; Ministry of Commerce ;
Ministry of Customs and Excise ;Ministry of Labcamd Vocational Training ; Representative of the i@xlufor

the Development of Cambodia (CDC), a sub-commifebe Cambodian SEZ Board
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the Developer also is involved in these tasks. Meee, difficulties which have been mentioned
concerning the Cross Border Transport AgreementT@Bn the previous chapters can be found
here: because central ministries are operatingcedlyt and do not cooperate together, at the local

level this limit is obvious. Obstacles are numeromscerning governance as will see below.
lll. Dependent growth: Lack of coherence in pulpaticies.

Our hypothesis is that without strong governana sirong coherence between public policies SEZs
are not conducive to development. Growth can oamu,in our SEZs it does occur to the extent that
we define growth as the increasing profits of ownand extremely limited and precarious local
impact such as minimal job creation, but it doetlead to development which can be defined as a
capacity of local / regional actors to organizekveard and forward linkages. As Perroux says
development refers to the capacity of public pelcio make inequalities socially acceptable. Indeed
an important aspect of dependant growth is the desualities referring to huge social, professiona
and gender cleavages. Finally, in our regions,velgas separate hierarchical levels (central, redjion
and local) and local actors. The weaknesses ofGhS-SEZs feed into an unsustainable system
which misses its objective of local developmentependant growth’ relies on these different aspects
of non-compatible inequalities that disconnect ka#thtral / local political actors and public / [aig
players. The remainder of this section identifles weaknesses of the SEZs from a policy perspective

these weaknesses in turn feed into a system ohdepégrowth.
3.1. Weak capacity to implement macro policies

In order to drive economic growth and local develept, it is essential that the government and its
officials have the capacity, power and will to imwlent policies that support SEZs and their
economic communities. In addition, the fluidity oéntralized vs. decentralized power structure
presents opportunities for corrupt practices. Whibsver is highly centralized in both contexts, the
physical distance of the SEZ from the capital aloadministrators posted in the SEZ some
“flexibility” to achieve government interests outsi of the regulatory framework. For example,
although a representative of the Ministry of Labisyposted at each Cambodian SEZ, labour laws are
not enforced, meaning that workers do not haver thein organizations. Trade unions are not
officially forbidden, but there are none existinghin the zones. In our guided tour, we were tbiatt
workers stay 2 hours of overtineach daywhen the legal regulation is 2 hours of overtjpee week

We were also informed that working conflicts arbved through informal channels.

" E. Perroux, 196@Economie du XX siégl®UF.
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3.2 Lack of Complementary policies in the areasdufcation, vocational training and innovation

The SEZ model applied in Laos and Cambodia failadmowledge the links between education and
vocational training, the demands for higher-skilledrkers and the drive to attract high-tech
industries. Access to quality education and voaatidraining programs are critical to build capgacit
and stimulate innovative practices within firmsbioth countries the percent of the population Kiazat
completed tertiary education is below 20% and ieagmg with firms in the Cambodian SEZs we
found that most middle-level managers at factoviese foreign workers because the Cambodian
workforce lacked the necessary skills. In each sitdted, the SEZ development plan did not
incorporate the development of education systemsoational training programs. Currently, in the
active SEZs in Cambodia, workers are sent abroa# feeeks of training before starting at a factory.
After this initial training period, no additionalaining is given. Further, of the 3 SEZs visitedne
had established links (informal or formal) with &aniversities to ensure graduates would have the
skills required to take middle- or upper-managenyditions with foreign owned factories in the
SEZs.

3.3 Lack of Infrastructure Development in Areasr8unding SEZs

Cambodian and Laotian regulations do not tie SE@A$ructure development to local infrastructure
development in areas immediately surrounding thmez&or example, in Cambodia, the Phnom Penh
SEZ has a water treatment plant and an electrgiyt within the zone, which are owned and
operated by foreign firms. No effort is made to@ep the infrastructure surrounding the zone, gor i
the developer required to link in to the nationatgin the Manhattan SEZ, electricity is imported
from Vietnam as it is cheaper and more reliable tihe Cambodian grid. A similar situation exists in
the Laotian case, in which the national grid iseliable and limited, requiring foreign investmeat t

develop infrastructure aimed at SEZ functional@ther than territorial and local development.

In addition to its ineffective approach to workferdevelopment, the PPSEZ also fails to improve
service provision for the local population. The @awdlian SEZ strategy places all infrastructure
development on the Developer. As already said Diecloper must build hard infrastructure within
the Zone, with the understanding that the governméhassist in connecting the Zone to the main
road network. However, by placing full responstiiin the Developer’'s hands, the government loses
the opportunity to gain infrastructure and servifresn the investment. In the case of PPSEZ, the
water and electricity plants are located within 8&€Z and are managed by foreign companies. There
is no benefit to the local population in the forfrewailable general services and there is no bettefi

national service providers in the form of gainingimess from the SEZ.
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Without conditions that require developers to inwgroinfrastructure (such as: water, electric,
telecommunications, transport services) surrounttiegSEZ, local development is not impacted by
the capital investment in the SEZ. For example,mdisked what he thought his firm’s impact was on
the local community, a factory manager at Manha8&Z replied: “Nothing. We have no impact.”

This is a critical issue as infrastructure, suclkelastricity, is cited by the OECD as the greabestier

to trade (Hallaert, Cavazos and Kang 2011). Hewiteput tying Developers to the national grid, the
government loses out on an opportunity to benebmf the high-tech and reliable utility and

infrastructure development implemented within SEZs.

3.4 Lack of sector diversification

Without an industrial policy guiding SEZ developrghe GMS-SEZ model is at the hands of foreign
developers and the government loses the powerite dectoral growth and diversify the export
market for Cambodia and Laos. Currently, Cambodiges heavily on the garment and footwear
sectors, both of which are extremely vulnerableexternal shocks. By relinquishing the industrial
development of SEZs to foreign investors, the GM8-income countries risk fostering dependant
economies which expose their population to exteshalcks, increasing unemployment periods and
welfare needs. Further, the need to capitalize teroindustries, such as rubber, pepper, rice and
tourism, and to avoid developing low value-addectas is noted by the Cambodian Development
Resource Institute: “The limited diversity and sigfibation of Cambodian-made garments also
deprived the sector of insurance against cutbatkiemand for its dominant garment products. The
majority of garment factories in Cambodia have beegaged in cut-make-trim, the simplest activity

in the value chain, with the lowest value additidn”

IV. Dependent growth. Lack of governance

What is likely to be a recurrent theme in any SBEZOQambodia and Lao seems to be the very
governance structure of the OSS presence at the $&i& section explores how the SEZ governance
structure is feeding into the dependant growthesyist

4.1. Central ministries and OSS

National and Central Levels have minimum horizootaitact with Firms or Developers. OSS has the

most on-the-ground contact with developers and th&grests. The OSS and Developer must strike a

careful balance in order to create the opportuftitya fully functioning and prosperous SEZ. While

" Myers and Watkins 2010 29
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the OSS has the power to shut the operation davsinot in national interest to do so. At someelev
the Developer must ensure that OSS is 'on his stdas to ensure smooth processing for its inv&stor
administrative needs. At the same time, OSS doeshiave enough power to sway the Developers'
actions, as national strategy prefers SEZ actiaitg investment over none and wants to develop a
friendly FDI culture. Therefore, Developers and dstors are given much room to manoeuvre,
therefore benefiting from informal rules, networksd relationships. For example, in PPSEZ the
Ministry of Labour's role is to ensure that no werkis below 18 years of age; however, if the
Minister strictly enforces this rule he will onlya&cerbate the shortage of workers that firms and
developers complain about. Therefore, it is nothe interest of the SEZ's growth to enforce this
regulation. From the national perspective, theneoisncentive to enforce this regulation as edocati

is limited and employment is preferred to unemplepm

The Cambodian and Laotian governments are takirigkan the governance structure implemented
for SEZs in that much power is relinquished to ghizvate sector, which often represents foreign
interests. As there is no local or provincial goweent representative within the SEZ, there does not
appear to be an outlet for provincial officialsdiave SEZ strategy. The top-down national stratiegy
represented in SEZ implementation and private secterests lead SEZ development. From a
regional perspective, aside from trade facilitatioeasures, there does not seem to be a connection
between regional integration and the Cambodian lamotian SEZ strategy. Regional programs
developed by ADB, for example the CBTA agreemer, raet with competing interests on various
levels as it moves towards the local level. The $BHcy is inherently nationalistic in its growth
goals: bring firms in to employ local workers andlth infrastructure. It lacks a horizontal netwark
national SEZ policymakers in the GMS region to shilanowledge on how SEZs can benefit from

further integration.

4.2. Labour office

The OSS office itself does not establish horizontahmunications with the provincial labour office,
or the provincial governors. Instead the trafficimformation and requests seems to channel in one
direction: upwards directly to the Central Governm&Vhile this may not come as much of a surprise
given the countries’ governance structure at laigeertainly makes the facilitation of pertinent
backward linkages a fundamental problem not juséims of missed opportunities to channel growth
and development to the local or regional economy,also because it is a large source of stress for

firms with regards to labour recruitment.

The fact that there are no horizontal channelsofdination with universities in the region, prosiial

governors or at the very least the provincial depent of labour, makes for a very laborious and
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inefficient recruitment mechanism. As such it is surprise that a Firm manager we spoke with
mentioned his great disappointment with the OSSuabffice and the constant struggle they face in
trying to recruit workers. As a result they havel ha rely heavily on word-of-mouth by their current
employees though that can only go so far. Furtheemwithout ties to universities or training
institutes it becomes clear that every new recsiat guaranteed training cost for the firm.

This vacuum in the labour recruitment process m®wian opportunity not only for patronage and

corruption, but also for the employment of middleno ensure access to labour supply.

4 .3. Firms. Lack of cohesion

Firms present another important feature of lac&atference in the SEZ governance system, leading to
strong inequalities. First, in all the visited fenthe production structure is constrained to abbem
lines, which presents as economic social structdirppb creation on low qualification basis. The
SEZ's do not offer high skilled activities or tadinowledge exchange besides manufacturing
activities. There are strong divides in the orgaminal structure of the visited factories, alormhb
ethnic and gender lines, with (a) foreigners bedlggpartment heads and managers, and (b) the
organizational structure of the assembly line hasnen doing cleaning and assembling of screws,
while the men do the welding, painting, packaging aspecting. The ethnic divide leads in turn to a
wage one, where managers and department headssoiadtantially more than the minimum wage of
$60 dollars a month salary of the local workersl brkers however are paid the same wages
initially, but there is an increment relative t@tyears of working experience in the firm. Bonuses
delivered in accordance to productivity. There doasseem to be an age divide as all workers look t
be in the age range of 16 — 21yrs old. Managersfaseslightly older age range. At each stage ef th
production process, there is also a local superpsEsent at each station, he is paid slightly ntioae

the usual worker wage and he has been promotee tiemause he has worked for many years doing

that specific job very well. In the factories visit the local supervisors were all men.

Furthermore, incentives for investment are impdrfanFDI, nevertheless, they do not correlate with
local entrepreneurship activities nor do they zail{thereby supporting the creation of) small local

enterprises; on the contrary, they aim to attragtd monies without considering local capabilities.

Another issue in firm governance is the concertmatif various sectors concerned with assembly
lines and the lack of a clear agglomeration progeside the SEZ’'s developing strategy. This lack of
agglomeration constrains any clustering procesthexe is no exchange of information or interaction
between the firms within the SEZs. Furthermorepptlevels, there are no formal relations between
SEZs at a regional scale, and they do not produperitant spillovers that lead to innovation among

the companies or firms of the SEZs. Finally, astnebghe job creation is at the bottom production
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process there is little income —purchase capaeétydould result in customer-supply relationships.
the opposite, the case studies demonstrate theofackeraction between markets inside the SEZ's

and lack of horizontal relations that could derfraam an innovation process.

4.4. Lack of knowledge and technology transfers

An important aspect of the SEZ model as a drivezaanomic growth is the opportunity to capitalize
on the proximity of firms, which can develop horital networks thereby promoting innovation,
competition and cooperation. In the GMS-SEZ contdwiwever, there is a lack of horizontal
networks both within the SEZs amongst firms ands€rSEZs amongst developers. In Cambodia,
where SEZs are more developed than Laos, develapefseginning to meet and share knowledge in
the form of an SEZ Developer Association. The Aigamn discusses obstacles in Cambodian laws
and meets to find solutions to regulatory issud® Mmembers also discuss “best practices” and share
knowledge. It appears that while SEZs are compdtingnvestors, the SEZ Association represents a
forum for cooperation. But this Association islsitil the nascent stages and it is difficult to disc
whether its focus will be overcoming bureaucratistacles with regard to Cambodian regulations or

whether it will truly function as a forum for procluand process related knowledge sharing.

SEZs primarily consist of foreign firms investing Cambodia or Laos to benefit — as seen above -
from the tax incentives and low production and labwosts. In order to harness the potential of SEZs
to impact economic growth and local developments iessential that foreign investment and firm
activity is paired with genuine knowledge and tembgy transfers but no research centers accompany
the production activities within the SEZs. The kma of any such centers is likely to be in the
company’s home office, far from the SEZ locatidfsms are bringing in technology and production
processes to the country, yet the formal transfeknowledge of such processes is overlooked if
Cambodian workers are not in management positiam$ @ not have education to support
entrepreneurial endeavours. Within the current &tadel, Cambodia and Laos are not gaining from
knowledge transfers, as middle- and upper-managerforeign workers. It is also unlikely that there
will be technology transfers, since foreign firmaimain the freedom to exit the market at any time

and an entrepreneurial sector does not exist wiitiher country.
5. Dependant growth and deregulated structures
The three case studies have shown that the gowarsructure and policies associated with GMS-

SEZs are feeding into an unsustainable and depensimtem, which fails to advance local

development. Let us conclude by insisting on thitemensions that witness the characteristics of
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dependent growth: (i) uncertainty about efficiemtdl development (ii) lack of connectivity (iii)dl

of community.

5.1 Uncertainty about Local Development

The ability for the GMS-SEZ case studies to fosteal development is difficult to assess. Firsg th
concept of local development must be further deffifielocal development is defined in ‘hard’ terms,
such as employment, then the SEZ are successfBEPRas created just under 5,000 jobs in 3 years
100 000 are expected from Seno Savanakhet. AddiyornSEZ workers in Cambodia are paid a
minimum wage of $61/month, which is above the matiopoverty line. However, if local
development is defined in ‘soft’ terms such as hardavelopment, capacity building and service
provision the SEZ's impact is weakened Further,l#oi of local actors in the SEZ undermines the
capacity for development as networks and partngsshith local institutions, such as universitiag a

overlooked.

Second, an important “local” characteristic asgediawvith SEZ development must be mentioned,
which is the fact that large casinos exist in 2tled 3 SEZ sites (Savanakhet and Manhattan).
Obviously casino and sex tourism are in fact priogjgobs and income to the local community - in
Savanakhet, the casino employs more than 1500 vemrked more than 4000 Thai commute daily
from the Thai border city Mukdahan to Savanakhegamble. Nearby Manhattan SEZ, there are
numerous casinos along the “economic corridor” Whieads to the Vietnamese border. Their
presence has led to the burgeoning of several &hetise-owned hotels, restaurants and a host of other
Asian dining options. Prostitution, or the sex emog, feeds into the ‘casino economy’ and this also

contributes to money being spent locally.

The casinos serve as an attractive lifestyle befafiforeign workers (mostly firm managers) living
within the zone and they are a place to host paeivestors. To a certain extent, the casino
economy, which is in effect intended to be a tourias development strategy, can serve as a
microcosm reflection of the larger GMS SEZ realithiich is also characterized by a lack of local
ownership, visible signs of dependant growth, attié ko no local investment (in the community) or
development. For all these reasons it is an impbdamponent of “dependant growth”, resulting in

the alienation of local population to foreign ricipeople.

5.2 Infrastructures and connectivity

In the GMS, infrastructure development can be godpnity to improve integration and connectivity

of markets as it reduces time and distance foetratiich can lead to the further establishmenhef t
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regional integration process. At the same timeaastfucture can be a burden if there is not enough
capacity created to operate and maintain it. Basedur empirical research in 3 SEZs in Laos and
Cambodia, we conclude that GMS SEZs are not an jgeamr a case where infrastructure is
advancing regional integration as we have definBie GMS SEZs have failed to harmonize
incentives, cross border rules, cross border cabiperobjectives, regional governance and multileve
structures of governance. They do not present Is@danomic, political or cultural structures agos
the region nor is the subsystem conducive to regiorniegration from infrastructure driven regional
integration. There is also a gap between regioreket integration, the SEZ cases do not reflegt an
horizontal relations between them; not even attmmal level. To sum up there are systemic problems

in the approach to hard and soft aspects of tracibtétion towards regional integration.

The infrastructure hypothesis towards regionalgragon is limited through a number of cases of the
research. For example, dry ports are not integratiélal the logistics’ strategy and investors and
production sectors are not capitalizing on horiabnetworks of cooperation. This exacerbates costs
that in turn hampers competitiveness, but alsg thipact market structures and the economic
subsystems in terms of demand and supply side thomsli all of which are potential factors of the

integration process.

Furthermore, infrastructure networks although thewe an impact on proximity as intensive,
extensive relations between diverse stakeholdetsacial structures; in the GMS program this aspect
is not very visible. There are no relations betwdahour, education institutions and other
administrative institutions towards the constructmf regional social structures, market integration
specialization, and market demand side and sugpiditons among the territories. Moreover, high
costs remain as a result of structural problemserms of capacity building, policy and cultural
barriers, education, and a disconnected clustgringess; aspects that reject the infrastructutbes
driving factor towards trade facilitation and remab integration. As substantial costs persist wmithi

this approach, other strategies and incentivestdodte explored.

5.3 The lack of community

To further compound the process of regional intigmavery few local institutions act alongside the
regional focus; on the ground, we find local ingttns to be working in their own interests. At the
regional level there are also multilevel governagaps. Both issues are exhibited by the failure to
meet CBTA implementation deadlines in the lack ofnfative process, harmonization of rules,
negotiation process, incentives to promote theeagemst, lack of communication, etc. There are no the
proper multilateral structures of negotiations diesihe GMS Program to accelerate the harmonization

time and the ratification of the annexes that ceamant the infrastructure. But also the infrastrrectu
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connectivity process has failed on pushing to furtgovernance structures in order to manage
economic corridors, infrastructure connections acia structures within the region to push for a

systemic approach on soft issues.

The field research demonstrates that within thesStE2Zre is a phenomenon of isolated infrastructure
as there is miscommunication at several levels,thece was no development of national electricity,
water, health or education services in surroundingas, which would enhance connectivity and
community (2 goals of the Economic Corridors). Hinahe GMS case is evidence that infrastructure
is not necessarily conducive to driving regionaégration. We find that infrastructure development
fails to foster the 3 Cs — Connectivity, Communignd Competition. There is a lack of the
socioeconomic component therefore community seenbetooverlooked in order to foster other
prioritized areas. This is the main difference W8EZ examples in Eastern Europe, as the next

chapters will show it. Civil societies and NGOs Hreught as a necessary component of development.



