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Trade and
development are
key aspects of
ASEAN-Australia
relations. 

EMERGING ECONOMIES
Trade and Development

With the volume of trade between these nation states exceeding
A$100 billion in 2019-20, ASEAN is Australia’s second largest
trading partner holding multiple bilateral and multilateral free
trade agreements (FTAs) between them. These include the
recent Indonesia-Australia Comprehensive Economic
Partnership (IA-CEPA), and the Regional Comprehensive
Economic Partnership (RCEP) agreement including all ASEAN
members and Australia, New Zealand, China, Japan and South
Korea. Over time, trade has expanded to not only include the
exchange of goods between countries but also in technology,
knowledge, and services resulting in a highly integrated regional
economy. This has facilitated development across the region, a
critical plank of the ASEAN-Australia relationship.

The two parties have long cooperated on development priorities,
beginning with the ASEAN-Australia Economic Cooperation Program
otherwise known as the ASEAN-Australia Development Cooperation
Program, which began in the 1970s and is still in operation. While
ASEAN’s pertinence has been highly attributed to its ability to foster
economic success and cooperation, the conditions that have enabled
such integration have recently come under pressure. These include a
deficit in skills development and innovation as well as declining youth
employment and labour shortages across the region. These issues
have been heavily exacerbated by the COVID-19 pandemic across the
diverse and populous region. As a key trade partner, Australia’s
support of ASEAN is critical for leveraging economic stability and
resilience throughout these mutual challenges.

The geopolitical phenomenon in which political power is confined
within regional groupings of states, drawn together by geographic
proximity and operating on the basis of shared multilateral concerns. REGIONALISM

TRADE 
LIBERALISATION

The process by which forms of production and output have largely
been replaced by digital innovation, especially through the use of
artificial intelligence (AI) and new forms of data processing.

The political process where national governments implement
measures to remove protectionist barriers on international trade, such
as tariffs, import quotas or restrictions on foreign investment. These
policies are aimed at encouraging greater demand for exports as well
as cheaper products for domestic consumers.
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https://www.dfat.gov.au/international-relations/regional-architecture/asean
https://www.dfat.gov.au/international-relations/regional-architecture/asean/Pages/why-asean-matters-our-shared-prosperity
http://aadcp2.org/


Trade and Development in ASEAN and
Australia: at a glance
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Following the end of the Second World War, the liberalisation and internationalisation of trade has sought to
stabilise and promote economic exchange between countries against the restrictions of national
governments. From an economic theory perspective, trade is linked to the principle of ‘comparative
advantage’ where countries improve their economic development by specialising in the production of goods
in which they are most efficient. Through the activity and revenue produced by trade, countries (especially
developing countries) can significantly develop their economies through the easing of cross-border capital
and investment within the region. Industries can access larger markets, jobs are created and revenue is
earned; thereby creating a net positive effect on the development of countries (in an ideal situation). Within
Asia-Pacific, countries like China, South Korea and Singapore are examples of how trade mechanisms and
initiatives have facilitated rapid economic development and growth.

FTAs, which remove barriers to trade such as local tariffs, have become usual arrangements for countries
who trade with one or more other countries. This concept is referred to as ‘regionalism’ - a central strategy by
nation states aiming to leverage their economic and political status. Today, there is a proverbial ‘alphabet
soup’ of such FTAs in the global economic system. In Asia-Pacific, some of the largest FTAs by economic
value have been agreed on in the last few years, such as the RCEP. These FTAs are regulated and agreed
upon by countries via frameworks of the World Trade Organisation, which is the world’s largest multilateral
economic organisation. Many of these FTAs also include development goals, particularly in areas such as
employment, skills and industries. These agreements are thus critical for sustaining economic growth and
development in the medium- to long-term in an increasingly integrated and globalised world.

Greater economic activity and job
creation

 Opportunity for large and small
enterprises

Reduced or eliminated tariffs

Encouragement for investment
and innovative practices

Greater access to a wider range of
competitively priced goods, services

and technologies

FTAs deliver

https://www.econlib.org/library/Topics/College/comparativeadvantage.html
https://www.dfat.gov.au/trade/about-ftas/Pages/the-benefits-of-free-trade-agreements
https://www.cfr.org/backgrounder/what-asean
https://www.cfr.org/backgrounder/what-asean
https://www.cfr.org/backgrounder/what-asean
https://www.dfat.gov.au/trade/agreements/not-yet-in-force/rcep
https://www.dfat.gov.au/trade/agreements/not-yet-in-force/rcep


Over the last four decades, the volume and mobility of international trade has risen
exponentially as trade, investment and production have become increasingly
globalised. The total ASEAN economy has a combined GDP of US$2.9 billion, making it
the fifth-largest economy and trading market in the world. This is particularly salient as
the effects of trade and development not only impact the economic prosperity within
nation states but determine the political relations between them. A key issue for
ASEAN and Australian trade relations will be ensuring that suitable trade and
development initiatives respond to and support an increasingly young demographic.
This is characterised by varying fertility and mortality rates, increasing urbanisation,
large migration trends, labour force profiles and the ongoing impacts of the pandemic
across health, education, and employment prospects. This change in population
structure will impact the trajectory of economic growth and development.

Why are these issues important to the
region?
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Globalisation and
demographic trends

As such, this brief highlights two key areas that must be prioritised to sustain
competitive trade and economic development across the region: the deficit in skills
development and innovation as well as declining youth employment and labour
shortages. The advancement of technological innovations, especially in the fields of
manufacturing and financial services have produced negative effects on ASEAN youth
who must face the reality of upgrading their skill-sets in order to seek progressive
employment. The ratification of the RCEP between Australia, ASEAN, and other parties
will see a greater level of interconnectedness and trade relations. This agreement will
see larger patterns of movement of young citizens of ASEAN and Australia seeking
employment and opportunities, creating greater scope to enhance the ASEAN-
Australia relationship.

Skills and employment

https://www.business.hsbc.com/asean/the-economist-group/asean-country-snapshots
https://education.abc.net.au/newsandarticles/blog/-/b/3538322/australia-asean-youth-forum-connects-future-innovators-and-leaders-across-south-east-asia
https://asean.org/storage/The-ASEAN-February-March-2021_fv.pdf
https://asean.org/storage/The-ASEAN-February-March-2021_fv.pdf
https://development.asia/policy-brief/putting-youth-employment-center-asias-pandemic-recovery
https://www.adb.org/publications/asian-economic-integration-report-2021
https://asean.org/storage/invest-in-asean-2021-2022.pdf


52.4%

The pandemic is a significant issue for youth, given that it has accelerated market forces toward new
technologies and digitisation processes in key employment industries and sectors. This has disrupted the job
market for young people, whose skills in traditional sectors inevitably preclude them from participating in
the labour force. According to a report released by the ILO and ABD in 2020, ASEAN youth are experiencing
reduced working hours and layoffs, disruptions to education and training opportunities as well as difficulties
when transitioning to a new job. Employment loss is further compounded by a serious skill deficit across
work and education. Even prior to the pandemic, young people were concerned about their lack of skills,
training and support in technology and innovation spheres. Although youth favoured employment in
technical rather than traditional sectors, 9.2 percent believed their skills were outdated, in addition to 52.4
percent believing they must constantly upskill. Limited digital literacy may therefore suggest a potential
barrier to their future employability prospects.

Why are these issues important to
young people?
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ASEAN accounts for over 8 percent of the world’s total
population, equating to 642 million people combined. Over 60
percent of the ASEAN population is below the age of 35.
Likewise, Australians under 35 comprise 46 percent of the
Australian population. Our demographic profiles will be an
important factor when considering the region's economic
trajectory and development for decades to come.
Understanding the priorities of ASEAN’s young population and
the forces shaping their concerns will therefore remain a critical
factor in driving and managing economic growth. ASEAN and
Australian youth thus play a vital role in development and
recovery across the region. Young people must be equipped
with the necessary skills to tackle challenges and harness
opportunities that will foster economic development and
prosperity well into the future, particularly as economies
continue to navigate the impact of COVID-19. Further, their
insights must be heard and their expertise leveraged.

of ASEAN youth
believe they must
constantly upskill

Young people must
be equipped with the

necessary skills to
tackle challenges and
harness opportunities 

https://www.adb.org/sites/default/files/publication/626046/covid-19-youth-employment-crisis-asia-pacific.pdf
http://www3.weforum.org/docs/WEF_ASEAN_Youth_Survey_2019_Report.pdf
https://asean.org/storage/invest-in-asean-2021-2022.pdf
https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/dec-2020
https://asean.org/storage/The-ASEAN-February-March-2021_fv.pdf


What now?

As the post-pandemic environment leverages digital technologies, processes
and services, youth must be able to access and utilise technology in an
increasingly digitised world. The implementation of FTAs such as the RCEP (once
ratified), will be an important facilitator in targeting economic growth and
development as its revised rules centralises ASEAN as a key area of growth for
business, trade in goods and services and supply chains. Signatories to these
agreements can provide a platform for facilitating youth-led investment in key
industries such as education and entrepreneurship, as well as deeper integration
in regional markets. Positive trade relations between ASEAN and Australia are
essential for ensuring economic recovery and stability for generations to come.
The RCEP, among other bilateral and multilateral agreements, will not only
support young people in meeting the demands of the future job market but also
serve to promote dialogue for economic cooperation. This allows for competitive
and inclusive growth that unifies a diverse mix of economies and their
development priorities.
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Trade and investment are imperative to ASEAN and
Australia’s economic recovery. For the region to
capitalise on its young and favourable demographic, it
is essential that ASEAN and Australia adopt the
required social and economic policies to support the
development of their youth. This includes multi-
stakeholder trade and investment initiatives that
support comprehensive labour market policies across
education, training, and innovation.

A key issue for ASEAN and
Australian trade relations

will be ensuring that
suitable trade and

development initiatives
respond to and support an

increasingly young
demographic.

Governments, businesses, and private partnerships should therefore collaborate to address gaps in key areas
of growth such as infrastructure and technology. Initiatives such as the Australian-led New Colombo Plan
and the ASEAN Digital Innovation Programme (ADIP) are key examples supporting youth development
across the region. By investing in online training and services, youth will be provided with the relevant skills
and opportunities to adapt in an increasingly digitised economy that fosters an inclusive educational
platform and greater access to employment programmes. Driving entrepreneurship and ongoing skill
development in emerging sectors may also mitigate employment vulnerabilities in the post pandemic era.
Failure to adequately address these challenges may foresee the negative effects of economic globalisation
such as intergenerational poverty and inequality throughout the region.

https://www.adb.org/news/leveraging-digital-technologies-key-asia-covid-19-recovery-adb
https://asean.org/storage/invest-in-asean-2021-2022.pdf
https://www.dfat.gov.au/sites/default/files/covid-response-plan-asean-southeast-asia-regional.pdf
https://www.dfat.gov.au/sites/default/files/covid-response-plan-asean-southeast-asia-regional.pdf
https://asean.org/storage/The-ASEAN-February-March-2021_fv.pdf
https://www.mckinsey.com/featured-insights/asia-pacific/reimagining-emerging-asean-in-the-wake-of-covid-19
https://www.dfat.gov.au/people-to-people/new-colombo-plan
https://www.aseanfoundation.org/asean_digital_innovation_programme
https://www.adb.org/sites/default/files/publication/674421/asian-economic-integration-report-2021.pdf
https://lot.dhl.com/jobless-youth-in-asean-why-countries-and-companies-are-paying-attention/

