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In November 2012, during the 21st ASEAN Summit in Phnom Penh, the United States and 
ASEAN agreed on a new framework for economic cooperation. The initiative, named as the 
US-ASEAN Expanded Economic Engagement (or E3)1 is said to be creating new business 
opportunities and jobs in all the eleven countries involved. It identifies specific ways to fa-
cilitate US-ASEAN trade and investment, increase efficiency and competitiveness of trade 
flows and supply chains throughout ASEAN, and build greater awareness of the commer-
cial opportunities that the growing US-ASEAN economic relationship presents. It is expect-
ed that by working together on the E3 initiatives, the US can work with ASEAN countries 
to prepare to join high-standard trade agreements, like the Trans-Pacific Partnership (TPP), 
which currently include only four ASEAN countries — Brunei, Malaysia, Singapore and 
Vietnam2.

This paper explores, given these new circumstances, current dimensions of bilateral 
relations (mainly from an economic perspective) between ASEAN and the US, and looks at 
the years ahead.

THE US-ASEAN RELATIONSHIP IN GENERAL
ASEAN is a 10-member grouping of nations with a combined population of 608 million 
and a total gross domestic product (GDP) of around US$2.1 trillion in 2011. Established 
in 1967 to encourage regional dialogue during the turbulent post-colonial and Cold War 

1 http://www.whitehouse.gov/the-press-office/2012/11/19/fact-sheet-us-asean-expanded-economic-engage-
ment-e3-initiative, (accessed on 21 December 2012)
2 The TPP agreement is currently being negotiated and is expected to be launched by October 2013.
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period, it has grown into one of the world’s most important region. Economically, with total 
trade of US$2.4 trillion, it participates actively in the international production network (IPN). 
Strategically, ASEAN plays a critical role as a neutral player in the bigger Asian region. It is 
situated in the key sea lanes and in between Asia’s economic powers — China and Japan 
(East Asia) and India (South Asia). Moreover, the energy reserves in and around the South 
China Sea, Indonesia, and Myanmar also give the region added strategic importance3.

The US is the world’s largest economy with nominal GDP of US$15.1 trillion and 
nominal per capita income of US$48,328. It is the world’s largest trading nation, with total 
trade amounting to US$3.7 trillion in 2011 (Table 1). However, since the 2008 financial 
crisis, the US economy is challenged by its large current account deficit, paucity of house-
hold savings and overleveraging of the financial and household sectors. The US economy 
is said to be undergoing a structural change in line with the evolving structure of the global 
economy, particularly growth in the large emerging economies4. 

Table 1: Comparative Economic Indicators

Real GDP 
Growth Rate, 

2011 (%)

Nominal GDP 
(US$ trillion), 

2011

Per Capita 
GDP (US$ at 
PPP), 2011

Population 
(million), 

2011

Total Trade 
(US$ trillion)

Openness 
(Export to 
GDP ratio), 

2011

ASEAN 5.0 2.1 5,193* 608 2.4 57.0

United 
States

1.8 15.1 48,328 312 3.7 9.8

Note: * the figure is for 2010
Source: World Economic Outlook, October 2012, IMF; ASEAN Community in Figures, 2011, 
ASEAN Secretariat

Since 2009, when Mr. Barack Obama became the President, the US has explicitly shown 
interest in upgrading its ties with the Asia-pacific region. In 2011, the Obama administra-
tion announced that the US needed to make a “strategic pivot” or “rebalancing” in its 
foreign policy, with greater attention to the Asia-Pacific, particularly to the Southeast Asian 
region. 

3 As a region, ASEAN has an estimated reserve of 22 billion barrels of oil, 227 trillion cubic feet of natural 
gas, 46 billion tons of coal, 234 gigawatts of hydropower and 20 gigawatts of geothermal capacity “ASEAN 
Plan of Action for Energy Cooperation 2004-2009,” ASEAN Energy Ministers Meeting, June 9, 2004, Manila.
4 Michael Spence and Sandile Hlatshwayo, “The Evolving Structure of the American Economy and the Em-
ployment Challenge” Working Paper, Council in Foreign Relation, March 2011 
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Even before this, Southeast Asia and the US have had a deep bilateral relationship. 
While Thailand and the Philippines are US treaty allies5, Singapore is a security and FTA 
partner. In recent years, the US and Vietnam have also normalized relations. The US be-
came a Dialogue Partner of ASEAN in 1977 and over the years, dialogue relations have 
grown to cover areas like political and security, economic and trade, social and cultural, 
and development cooperation. The US participates in a series of consultative meet-
ings with ASEAN, including the ASEAN Regional Forum (ARF) and the Post Ministerial 
Conferences (PMC). It acceded to the Treaty of Amity and Cooperation in Southeast Asia 
(TAC) in 2009 to promote the settlement of regional differences or disputes by peaceful 
means and concluded the US-ASEAN Trade and Investment Arrangement (TIFA) in 2006. 
In 2009, the Leaders of ASEAN and the US met at the 1st ASEAN-US Leaders’ Meeting 
in Singapore, which provided them with the opportunity to exchange views on regional 
and global issues of common interest. The US became a member of the East Asia Summit 
(EAS) and also a member of the ASEAN Defence Minister Meeting Plus (ADMM+) in 
2010. It also became the first country to appoint an ambassador to ASEAN. 

In 2012, Cambodia held the first ASEAN-US business summit, which brought together 
150 business representatives from the US and the ASEAN region in direct dialogue with 
ASEAN Economic Ministers and the U.S. Trade Representative to share their ideas about 
promoting economic growth and innovation. Again in November 2012, the US and ASEAN 
agreed to institutionalize US presidential engagement by raising their meeting to the level 
of an annual leaders’ summit. This commits the US President to attend the event every 
year, which was not the case previously.

THE US-ASEAN ECONOMIC RELATIONSHIP

a) Merchandise Trade
In the economic domain, the US and ASEAN share a steady relationship. In 2011, the mer-
chandise trade between the two totaled US$196 billion, which is more than 9 per cent of 
total ASEAN trade (Figure 1). The US is the fourth largest trading partner of ASEAN, after 
China, European Union and Japan. For the US, ASEAN is ranked in 2011 as the fifth larg-
est trading partner. ASEAN has consistently maintained a trade surplus with the US, which 
in 2011 amounted to US$14 billion, a decrease from US$25 billion in 2000.

5 The USA and Thailand signed a Treaty of Amity and Economic Relations in May 29, 1966. There is a Mu-
tual Defense Treaty between the Philippines and the USA, signed in August 30, 1951. 
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Figure 1: ASEAN-US Merchandise Trade, 2000-2011
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Source: ASEAN Trade Statistics Database; Author’s compilation

With respect to individual ASEAN countries, imports from the US were bound mainly to 
Singapore (US$30.5 billion), Malaysia (US$12.8 billion) and Thailand (US$10.9 billion), 
while ASEAN’s exports to the US originated from Singapore (US$20.2 billion), Thailand 
(US$26.1 billion) and Malaysia (US$25.9 billion)6. 

The commodity composition of the US-ASEAN trade appeared to follow the theory of 
comparative advantage (Table 2). More precisely, the relatively labour-abundant ASEAN 
countries (except for Singapore) exported labour intensive goods and light manufacturing 
to the US, while ASEAN imported advanced technology and capital intensive goods from 
the capital-abundant US. As for Singapore, exports to the US constituted of certain heavy 
equipment, chemical products and optical equipment and printed materials. 

6 The figures pertain to the year 2012; source: United States Census Bureau (http://www.census.gov/for-
eign-trade/balance/c5490.html; accessed on 21 February 2013).
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Table 2: Top 5 ASEAN Exports and Imports in the US trade, 2009

2009 Exports 2009 Imports

Commodities
Value (US$ 

billion)
Share (%) Commodities

Value (US$ 
billion)

Share (%)

Mechanical Appliances 
(HS84)

18.7 22.8
Electric machinery 

(HS85)
16.4 24.4

Electric machinery 
(HS85)

17.5 21.3
Mechanical Appliances 

(HS84)
15.2 22.6

Apparel, knitted or 
crocheted (HS61)

6.9 8.4 Aircraft (HS88) 5.5 8.2

Apparel, not knitted or 
crocheted (HS62)

4.4 5.3
Optical and scientific 
instrument (HS90)

3.7 5.6

Rubber (HS40) 3.1 3.8
Mineral fuels and oils 

(HS27)
3.0 4.4

Top five Commodities 50.6 61.6
Top five 

Commodities
43.8 65.2

Others 31.6 38.4 Others 23.6 34.8

Total 82.2 100 Total 67.4 100

Source: ASEAN Statistical Yearbook, 2010

It should be noted that the trade in electronic products stems from a global production 
network.7 In 2010, electronic products comprised of 39 per cent of US exports and 29 per 
cent of US imports. Breaking down the components, while the US exported a high volume 
of unfinished semiconductors and integrated circuits to ASEAN (Malaysia, Singapore, the 
Philippines and Thailand), it imported a wide range of finished electronic products, like 
finished semiconductors, computers, telecommunications equipment and consumer elec-
tronics. This implied that ASEAN served an intermediary role in processing unfinished US 
electronic products for further exports. 

7 Falan Yinug, “US-ASEAN 2010 Goods Trade: A closer Look”, Asia Pacific Bulletin, East West Center, 
Number 110, May 2011
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b) Foreign Direct Investment (FDI)
U.S. FDI stock in ASEAN countries was US$159.5 billion in 2011, up 11.2 per cent from 
2010 (Table 3). During the same year, ASEAN countries’ FDI in the US grew by 13.1 per 
cent to US$24.6 billion. Among ASEAN countries, Singapore has attracted major invest-
ments from the US largely due to its friendly investment policies and developed business 
infrastructure. 

Table 3: US Investment in ASEAN (US$ billion)

2009 2010 2011

Brunei 0.020 0.057 0.055

Cambodia -0.002 0.004 0.010

Indonesia 9.6 10.6 11.6

Laos -0.003 -0.003 -0.003

Malaysia 9.1 12.0 13.9

Myanmar -- -- 0.001

Philippines 4.4 5.4 5.3

Singapore 84.8 104.3 116.6

Thailand 9.3 10.5 11.3

Vietnam 0.525 0.623 0.747

ASEAN 117.7 143.5 159.5

Source: Bureau of Economic Analysis (http://www.bea.gov/international/di1usdbal.htm)

With the uncertainties in the US and the EU economies, US businesses are increasingly 
turning to the ASEAN region. To name a few, in 2011, Boeing bagged it biggest-ever 
commercial-jet order in a contract with Indonesia’s Lion Air worth US$21.7 billion8. 

8 Boeing Scores $21.7 Billion Order in Indonesia, The Wall Street Journal, 18 November 2011, http://online.
wsj.com/article/SB10001424052970204517204577043760571868178.html (accessed on 21 February 
2013).

http://www.bea.gov/international/di1usdbal.htm
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SOMA Group, a Cambodian industry conglomerate, entered into a deal with GE’s 
Waukesha to establish Cambodia’s first integrated biomass gasification facility that is 
expected to begin commercial service in March 20139. Monsanto has committed US$40 
million to develop hybrid and transgenic corn seeds in Mojokerto, East Java10 and has 
plans to develop Indonesia as a production base for corn seeds for the ASEAN market. 
The US-ASEAN Business Council represents over 125 major US Corporations including 
Fortune 500 companies like Chevron, GE, Exxon Mobil, Ford Motors, Caterpillar, etc11. The 
Council’s sectoral working groups include customs, defence and security, energy, financial 
services, food and agriculture, health and life sciences, information and communications 
technology, and infrastructure.

MOVING FORWARD WITH E3

According to a White House press release on 19 November 2012, E3 will begin with a 
set of concrete joint activities that will expand trade and investment. These are: a) nego-
tiation of a US-ASEAN trade facilitation agreement; b) joint development of Information 
and Communications Technology (ICT) principles; c) joint development of Investment 
Principles; d) additional work on standards development and practices; Small and Medium-
sized Enterprise (SMEs); and trade and the environment. 

The following section discusses why these are important for the US-ASEAN economic 
relationship.

Trade Facilitation: As tariff rates have progressively fallen, trade facilitation (or ‘behind-
the-border’ issues) is a crucial element of economic integration and strongly complements 
the process of trade liberalisation. It can be defined as ‘any procedures, processes or poli-
cies capable of reducing transaction costs and facilitating the flow of goods in international 
trade’.12 According to a study by Wilson et al. (2005), improving trade facilitation along 
four dimensions, namely port efficiency, customs environment, regulatory environment and 
service sector infrastructure, can increase intra-Asia-Pacific trade by around 10 per cent, or 
US$280bn13. 

9 http://www.ge-asean.com/ecomagination/soma-group-chooses-ge-waukesha-gas-engines-for-rice-husk-
biomass-energy-project, (accessed on 21 February 2013).
10 US Businesses Eyeing Investments in Indonesia, The Brunei Times, February 11, 2012, http://www.
bt.com.bn/business-asia/2012/02/11/us-businesses-eyeing-investments-indonesia (accessed on 21 February 
2013).
11 US-ASEAN Business Council, http://www.usasean.org/Press_Releases/2013/EvanGreenbernChairman-
ship.html (accessed 21st Feb 2013).
12 Impediments to international trade in particular complex and numerous formalities are also referred to as 
‘red tape’. Trade facilitation aims to cut such red tape; see for example, Woo and Wilson (2000).
13 Wilson, J.S., Mann, C. and Otsuki, T. (2005) ‘Assessing the Benefits of Trade Facilitation: A Global Per-
spective’, World Economy, 28(6): 841-71.
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Trade facilitation is included in all ASEAN and ASEAN+1 FTAs (Table 4), though 
specificities vary. Among the five ASEAN+1 FTAs, the ASEAN-Australia-New Zealand 
FTA has the most comprehensive and substantive set of provisions on trade facilitation14. 
The chapter entitled Customs Procedures includes provisions aimed at improving predict-
ability, consistency and transparency in the application of customs laws and administrative 
procedures. It includes detailed provisions on customs cooperation, including in relation 
to technical assistance programmes to be developed, subject to resources availability, to 
facilitate the parties’ implementation of Single Windows15.

Table 4: Key Areas of Trade Facilitation

Trade Facilitation 
Coverage

ASEAN

ASEAN-
Australia-

New 
Zealand 

(ANZFTA)

ASEAN-
China 

(ACFTA)

ASEAN-
India 

(AIFTA)

ASEAN-
Japan 

(AJFTA)

ASEAN-
Korea 

(AKFTA)

Customs procedures and 
co-operation

Y Y Y Y Y Y

Technical regulations,
standards and SPS

measures
Y Y -- Y Y Y

NTBs, especially
administrative fees 

and charges
Y Y Y Y Y Y

Transparency of laws,
regulations and

administrative rulings
Y Y Y -- Y Y

Use of ICT and
E-commerce

Y Y Y -- Y Y

Note: Y implies presence of provision

Source: Wong and Pellan, 2012

14 Wong, Marn-Heong and Pellan, Marie Isabelle; ‘Trade Facilitation: The Way Forward for ASEAN and its 
FTA Partners’, Policy Brief, No 2012-04, ERIA, July 2012.
15 Chapter 4, Article 5(2)(b).
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Development of ICT: ICT is an important component of trade and investment facilitation. 
In case of trade, ICT is useful in the fields of customs formalities, trade documentation flow 
and trade security. With increase in ASEAN’s trade not only with the US but with other 
FTA partners, it is very important to reduce trade cost, which tends to be high with paper-
based traditional trade facilitation. According to UNCTAD (2006)16, ICT application can 
save US$100 million each year in international trade transactions and operations. In the 
case of Singapore, the TradeNet system is estimated to save around US$1 billion per year 
(EJISDC, 2006)17. 

In addition to cost, time wasted by lengthy trade procedures (manpower, documenta-
tion and data) is a kind of non-tariff barriers to trade. UNCTAD (2006) estimates that each 
day saved is equivalent to half a per cent of trade tariff and seven per cent of value of in-
ternational trade. Hence, development of ICT for trade-related activities not only enhances 
trade facilitation, but also brings changes to trade-related government services, such as 
paperless trade documentation and real-time cross-border information sharing. 

As for ASEAN, use of ICT and e-commerce is mentioned as a way of trade facilitation. 
However, in the case of ACFTA, AIFTA, AJFTA and AKFTA, ICT is identified as a sector of 
cooperation between parties. It is again ANZFTA, which provides a detailed provision on 
ICT and includes provisions to enhance cooperation between the parties on e-commerce 
and on paperless trading. 

Investment Facilitation: It should be noted that ASEAN is home to US$159 billion of 
US investments (approx 4 per cent of total US direct investment abroad). Among ASEAN 
countries, in 2011, Singapore attracted most of the US FDI, much larger than China 
(US$54 bn) or India (US$24.7 bn). Given ASEAN’s objective to form a ‘single market and 
production base’, it is expected to provide an attractive destination for foreign investors. 
This will further encourage the vertical integration of the global production network. 

To facilitate this, ASEAN implemented the ASEAN Comprehensive Investment 
Agreement (ACIA) in 2012 that incorporates provisions on liberalisation, protection, facilita-
tion and promotion. It has a provision on compensatory adjustment to deal with modifica-
tion of commitments. ACIA is expected to benefit ASEAN-owned investors and companies 
and foreign-owned ASEAN-based investors. 

However, currently, for ASEAN the regional initiative is not matched by domestic poli-
cies. The latter include quality of human resource, infrastructure, logistics, transparency 
and business conduct. It should be noted that the regional investment initiatives needs to 
be supplemented with proper domestic investment laws. According to investment indices, 
countries that rank well often attract more FDI (Table 5). 

16 UNCTAD, ICT Solutions to Facilitate Trade at Border Crossings and in Ports, 2006.
17 Electronic Journal on Information Systems in Developing Countries (EJISC), 2006
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Table 5: Attractiveness of ASEAN member countries

Rank: Ease of Doing Business, 
20121

Rank: Global Competitiveness Index, 
2012-132

Brunei 83 28

Cambodia 138 85

Indonesia 129 50

Laos 165 --

Malaysia 18 25

Myanmar --

Philippines 136 65

Singapore 1 2

Thailand 17 38

Vietnam 98 75

Note: 1- out of 183 economies; 2- out of 144 countries

Source: Doing Business 2012, World Bank; World Competitiveness Index, 2012-2013

Additional activities: It is very important for ASEAN to harmonise technical regulations 
and standards with international standards. This is mainly to maintain product standards 
and to differentiate domestic products from poor quality imports from other countries, 
which will eventually help the domestic companies to maintain their domestic market share 
while maximising benefits from regional FTAs. Again, for both ASEAN and the US, SMEs 
are an integral part of economic growth and development. However, most SMEs are de-
pendent on government’s initiatives, as they do not possess offshore business affiliates that 
can be used to circumvent trade barriers and gain market access.

CONCLUDING REMARKS

ASEAN-US bilateral trade and investment relation are well established and are based on 
each other’s comparative advantage. While Asian giants like China and India may provide 
some competition for the US market in future, ASEAN’s effort to form a ‘single market and 
production base’ by 2015 and beyond is likely to offer economies of scale and lower trade 
and investment barriers, further encouraging the bilateral relation between ASEAN and the 
US.
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Meanwhile, the US-ASEAN E3 is expected to facilitate ASEAN economic integration. 
Negotiations and eventual implementation of E3 is likely to prompt ASEAN members to un-
dertake the necessary domestic reforms. This is beneficial for both ASEAN and the US. For 
ASEAN, this will make the region more economically competitive to China and India and 
will eventually get the region a stronger voice internationally. For the US, besides providing 
an alternative investment destination, ASEAN, by maintaining its centrality, is expected to 
manage the rise of China and India as economic powers, especially in regional organiza-
tions like the ASEAN+3 and the East Asia Summit. 

US-ASEAN E3 is also expected to pave the way for an ASEAN-US FTA. So far, the US 
has an FTA only with Singapore. While Vietnam and Malaysia are part of US-led negotia-
tion of TPP, a US FTA with Indonesia, Philippines, and Thailand is under consultation or 
under negotiation. As against this, China, Korea, Japan, Australia-New Zealand and India 
have comprehensive FTAs with ASEAN. 

In the past, the US could not work out an FTA with ASEAN as a group because of its 
policy to isolate Myanmar for alleged human rights violation. However, since Myanmar’s 
election in 2010 and by-elections in 2012, some of those barriers have been removed by 
the US. Laos, which was not a member of World Trade Organisation (WTO) till last year, 
has been approved to join the grouping and is expected to do so in 2013. E3 is expected 
to serve the role of a building block for future ASEAN-US FTA negotiation, which can pro-
vide a basis for an enlarged TPP that, in the long-run, can be transformed into a Free Trade 
Area of the Asia-Pacific (FTAAP) region. 

* * * * * * * *
Sanchita Basu Das is an ISEAS Fellow and Lead Researcher (Economic Affairs) at the 
ASEAN Studies Centre, ISEAS, Singapore. She would like to thank Mr Rodolfo Severino 
and Mr Daljit Singh for reading and providing feedback on this article.
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