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Foreword

Rapid integration in Southeast Agjdoth internal to the ASEAN group and with near neighbeiss
creating neweconomic and developmempportunitiesbut also some significant securithallenges
Worryingly, data point to the factrganised dme and associated problems are expanding and
diversifying as the regioimtegrates The purpose of this report is to considelated challenges fo
governments and institutions in the regidn order to anticipate and plan for possible negative
impactsof increased connectivity and freer trade.

Regional economic integration forces us to nesiler howprotective capacities including those of
border managementjJaw enforcementand justice systems worlCurrentpublic security and safety
institutions, systems and safeguar@s Southeast Asiare reflective of a time when crime was
primarily local in naturgprior to when governments had to work on shdrsecurity challenge§o
develop a more effective respondaw enforcement and security agencies will need to work closely
with regional and internationalcounterparts, and with trade and infrastructure developers,
particularly in economic hubsaulneralle to infiltration by organised crimeAnticipating transnational
organised crimend securityrisksshould be an integral part of infrastructure and traféeilitation
project plans

Controlling illegal flows ofoods people and moneyhas increasingly become a challenge that
governments cannot address alone. Over the past decadehavegained experience in border
managementhirough initiatives such as the bordéaison office (BLO) netwangort intelligence nits

(PIUs) and port ontrol units, and through supporting law enforcement and justice strategies and
programmes® ¢ KA & SELISNASYOS &dA3sSada G(KIG GKS NBIA2
integration demands fresh thinking about the best way for governments to coopecafgdmote

prosperity while securing communities.

The United Nations is a partner for Southeast Asitsiregional integration effort and wide network

of relevant actors have been identified and engagedt G KS NXIA 2y Qa O2yySOUA2y
criminal syndicateseek to expangda broadintegrated set ofcapacities is needed to safeguard the

future. UNODGtands ready to contribute and this repogoes some distance to pointinige way.

!

v

Jeremy Douglas
Regional Representative
Southeast Asiand the Pacific
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Abbreviations

ACFTA ASEAN China Free Trade Agreement

ACMP ASEAN Master Plan for Connectivity

ADB AsianDevelopment Bank

AEC ASEAN Economic Community

AlIB Asian Infrastructure and Investment Bank

AIFTA ASEAN India Free Trade Aa

APSC ASEAN Politic&ecurity Community

ASCC ASEAN SocipCultural Community

ASEAN Association of Southeast Asian Nations

BCIM Bangladeslt Chinag India¢ Myanmar Economic Corridor
BIMREAGA The East Asian Growth Area

BIMSTEC Bay of Bengdhitiative for Multi Sectoral Technical and Economic Cooperation
BLO Border Liaison Office

CCP Container Control Programme

EWaste Electical and Electronic Waste

FTA Foreign Trade Agreement

IMT-GT IndonesiaMalaysiaThailand Growth Triangle

GMS Greder Mekong SubRegion

OoDS OzoneDepleting Substances

PIU Port Intelligence Unit

RCEP Regional Comprehensive Economic Partnership

SEZ Special Economic Zone

SKRL Singapore Kunming Rail Link

TAR TransAsian Railway

TPP TransPacific Partnership

UNESCAP  United Nations Economic and Social Commission for Asia and the Pacific
UNTOC United Nations Convention against Transnational Organized Crime
UNODC United Nations Office on Drugs and Crime

WCO World Customs Organization

WHO World Health Organ&tion
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1. Introduction

This report outlines the need to strengthen links betweBoutheast As@da SO2y2YAO AydS
agenda and its security agendéhe region is committed taapidlydeveloping economic connections

but attention is lagging towards the security impacts that accompany these developrraggnal

integration expands licit economic opportunities, but illicit markets tend to develop at the same time

Where crosshorder infastructure and trade facilitation initiatives are expanding, organised crime

groups have demonstrated the capacity to seize new opportunities to expandiooodsr crime.

ASEAN member statbavecommitted to expand the regional ecomic market througHar-reaching

fast movingintegration. Physical and nephysical barriersare beingremoved to ensure more

practical and efficient border crossings for peqmleodsand money Thisprocesss accompanied by

a number of infrastructurénitiatives that will enhance connectivity between trading partners and

increase access to previously remote arefasr trade and infrastructure planners, the dominant

O2y OSLIi 2F 02NRSNJ YIyYylFI3ISYSyld MawedeKthapositvg/eHectE NEY WC
of ecnomic growth need to be safeguarded by making tratération, and sensitive areasore

secure.

The expected growth of crodmrder trade and migration calls for novel measures to monitor and
secure the people and goods moving internationally. Thisirequobust and streamlined procedures;
law enforcement and security agencies will need to work closely with trade and infrastructure
planners and developer€urrently, the ASEAN institutional agenda for countering transnational crime
is not moving at thesame speed as the trade and migration side of the integration agénda.

This reportprovides a briebverview of economic integration and infrastructurkaps and initiatives
intended to connect the ASEAN region internally and with other regjoesicularly neighbouring
India and Chindtbegins by analysing relevanade agreements and progress in expandiragsport
networksaround the region andonnections to other regiong he analysis includes observations on
where the risks for negativeocial and environmentainpacts are hight-ollowing that, there are four
sections that provide aon-exhaustive overview of sudtegiors with pronouncedransnational crime
challenges Recent increases in the trafficking dfugs and precursor chemicalbumans, and
counterfeit goods as well as environmental crimes, warrant special attention in managing
international flows in thesgeographicareas.Projections of future threats underline the importance
of taking action now.

In recent years, it is apparettiat transnational crime flows have been growing rapidly in the region.
Thesecurity threatshighlighted in this report show a predictable pattern, driven by organised crime
groups adapting to seize opportunities. These threatsjuire a coordinated respwse from
governments, including by integrating public security issues more tightly into infrastructure, trade and
migration programmes, such as those supported by international financial instituti@e example
would be to introducethe logic of anticiping problemsby includinga crime risk assessment

1¢KS aladSNItflry 2y /2yySOiA@AGe KIFIa FTAGS YSylurazya 27
2F (GKS 321 f a 2 Fddréss tfiehSgativeligphdisa? gAYaSrO A @A e ¢ @ { GNIF GS3e vy
AYyaidAaldziaz2ylf O2y$SOANRSNBYFYNVASYSYGSOKLIWOAT AGASaes o
facilitation and does not seem to encourage deeper efforts towards integrated security capabilities.
|
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procedure into infrastructure and trade facilitation project plas#nilar to proceduregor assessing
and mitigatingenvironmental risks and social risks.

Through cooperation at borders, frofine agerties will be able to share retime information and
intelligence on criminal activities and trafficking routes. In parallel, more attention should be focused
on increasing the competence, capacity and awareness of national law enforcement and justice
agercies to respond at all levels according to international standards, using the most effective tools
available. The result will be a safer region and a stronger licit economy.

A Note on Methodology

Sourceaused for this report includéhe most recentdata oncrime availabléo UNODCqualitative
reporting,; b h 5 ba@kground knowledge of sulegions and trends andrelevantcase studieand
reports of UNESCAfge Asian Development Banthe World Bank and differerpartner institutions
Data on many of thessuescoveredis patchy, but ongoing data collection througledicated
instrumentsenablessomeestimates,helps todetect trends, anduggestdroadindicativepatterns
of criminal activityand threats In addition to review of data madeegularly available to UNODC,
specific regional analyté reports reviewed fothe development of this report inclied Southeast Asia
Opium Survey 2014&outheast Asia Opium Survey 20TEnds and Patterns of Amphetamithge
Stimulants and New Psychda®e Substancef014 Trends and Patterns of Amphetamihygpe
Stimulants and New Psychoactive Substances 2didgrant Smuggling in Asia 201Bransnational
Organized Crime in East Asia and the Paéifithreat AssessmeR013 Supporting the Integrationf
Asia Through Effective Public Securirews from Regional Leaders 20E&hancing Cooperation on
Border Management in ASEAR15

Transnational threats of focus throughout this report adeugs and precursor traffickingpuman
smuggling and traffking maritime crime environmental crims;, and counterfeit goods and
medicines Aggregating and analysing the sources available to UNODC, each crime type is assessed as
low risk, medium risk or high risksing select examples and informatioim the absene of a
recognized general risk rating standard for illicit threabt&se ratings are indicative and intended to

assist prioritisation only in its broadest sense. To implement risk mitigation and response mechanisms
in a specific location, the investmerdad integration efforts in that place will require more targeted
analysis and risk identification.
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2. Regional Integratiomnd Infrastructurelnitiatives

Hforts to increase connectivity within the region and links to the wider world are focused on boosting
economic growth, buthey alsohave critical impacts on threats to public security and prosperity. The
economic success of the ASEAN region in recenaddesc has been driven by regional and inter
NEIAZ2YyIlf SELRNI&a&® ! fFNBS LINIL 2F (KS NB3IA2YyQa 7T
with emerging economies. Since 2009, the A$Efaster Plan for Connectivibas been the guiding

document forconnecting ASEAN, with a focus on:

1 enhanced physical infrastructure development (physical connectivity),
1 effective institutions, mechanisms and processes (institutional connectivity)
1 empowered people (peophn-people connectivity)

ASEAN is working witimternational financial institutions to develop regional infrastructure and
capacities to facilitate trade. There is also a priority on connecting to opportunities beyond the region.
China and India, both giant neighbours to ASEAN, have growing consuamketsnand are
increasingly focused on the Southeast Asian region. These trends are accelerating economic
integration and boosting interegional trade of goods and services, for example by encouraging
companies to expand production to places like Viet N&ambodia and Indonesia. However, cfoss
border flows of illegal goods and substances between India and China and the Southeast Asia region
are increasing, particularly through neighbouring countries with weak controls such as Myanmar.

The size of illegdlows in the Southeast Asian region is conservatively estimated at USD 100 billion
per yeaf). The illegal trade of people, drugs, wildlife, and counterfeits has a destabilizing effect by
generating moneyor criminal and norstate groupghat is laundered into the legitimate economy. It
distorts the regional economy, victimizes individuals and hurts the broader community of people and
businesses that adhere to the rules and regulations. In addition, illegal trade means lost tax revenues,
particularly with counterfeit goods. This reduces the benefits of trade liberalization, because taxes are
supposed to offset the loss of tariff revenues.

Maritime trade offers great economic opportunities, but comes with serious risks. 80% of the region
is coered by ocean, and large volumes of trade are shipped by containers. $5.3 trillion of global trade
transits through Southeast Asian waters each year. Of the 500 million containers that are shipped
annually, less than 2% are inspected. This makes maritiade particularly useful for actors trading

in illegal bulk goods, such as drugs or counterfeits. In the #A8SAN transport network, there are

47 designated main por{&igurel).® It is essential that these ports have the capacity to control trade
flows, detect illegal cargo, and respond to other maritime security challenges.

2 pbh5/ €{dzLIRNIAY3I wSAA2y I+t LYGSIANIGA2Yy 43AKI OFFeOd A O
Linkhttps://www.unodc.org/documents/southeastasiaandpacific//Publications/2015/patrol/BLO_Brochure w

eb.pdf

3 ASEAN Masterld on ASEAN Connectivity, 2010. Link:

http://investasean.asean.org/index.php/ajax/exec ajax/file _download/824/newskfifnasterplan-on-
aseanconnectivity.pdf

__________________________________________________________________________________________|
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Figurel: Designated main ports in ASEAN
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In relation to trade,Figure?2 illustrates the growth of merchandise trade between selected ASEAN
pairs. Noting that the scale is logarithmic, the intensity of relationships has clearly grown quickly:

This has led to ASEAN having the highest share ofredianal trade to total trad€at 26.3% in 2008)
among the regional economic groupings in the developing world. This reflects the high level of inter
dependence between regional production networks operated by both manufacturers and prdducers.

4 Master Plan on ASEAN Connectjyity20.
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Figure2: Merchandise exports plus imports (by value) between ASE&ANMtries(1989 = 100). Note: logarithmic scale
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Source: APEC Bilateral Linkages databases. There are some discrepancies in the statistics reported by each sideaif the bilate
flow. Where this is thease, the values are averaged.

In terms of the movement of people within Southeast Asia and from other regions, growth is expected
to be rapid. The Pacific Asia Travel Association (PATA) predictssit@t arrivals to the Asia Pacific
region will grow an average annual rate of 6.2% over the period 22048 leading to660 million
arrivals in2018.Figure3 highlights in volume terms the challenge coming for inmatign authorities

¢ with an expected tripling of arrivals from 2014 to 2018.

Figure3: International visitor arrivals to Southeast Asia

200 20%

150 15%
100 10%
50 5%
0 0%

2012 2013 2014 2015 2016 2017 2018

mmmm Total arrivals (M) e Annual growth (%)

SourceAsia Pacific Visitor Forecasts 2018 ReportPacific Asia Travel Associatfmesentation of preliminary forecasts
for the ASEAN Tourism Forum, January 2014.

Figure4 shows IMF growth projections for imports and exports by ASEAN countrie@b®] using

the volumes in 2011 as an index year. There is variation among countries but the need for heavy
investment in infrastructure and trade facilitation arrangements is clear. They will need to be
accompanied by major improvements in risk mitigatimeasures.

__________________________________________________________________________________________|
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Figure4: Projected volume of goods imped (top), and expored from, ASEAN countri¢isottom), 2011 = 100
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Among ASEAN members, development levels vary considerably. Different countries have different
capacitiesfor threat monitoring and response. Those with relatively low capacity are particularly
threatened by new opportunities for organized crime. A holistic approach to countering threats posed
by transnational organized crime will be necessary, taking intowntcdiffering capacities. This
requires a careful calibration of initiatives that promote cooperation, so that every corner of the region
can contribute and benefit.

ASEAN Economic Community (AEC)

If considered as a single economy, the AEC will be trengielargest economy in the world, with over
600 million people and a combined gross domestic product of USD$2.4 flllign9 ! b Q& YA RRf S

5 International Monetary Fundiorld Economic Outlook Databagepril 2014.
8 Thinking Globally, Prospering RegionahSEAN Economic Community 200k:

__________________________________________________________________________________________|
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is predicted to more than double by 2020. The purpose of creating the AEC is to develop synergies
among the reg 2y Qa YINJ SGa FyR LINRPRdAZOUGAZ2Y Kdza (KNP dJZ
investments, capital, and labour. Increased efficiency at border posts and ports has already managed

to reduce the time required to clear goods in various sectors tremendddsire has been increased

pressure on border personnel to maintain a swift and lean clearing process. But not all clearing points

are equipped to handle these pressures, and if new rules are not accompanied by capacity building

and smarter checks, it will rak in a dangerous situation of large undetected illicit flows.

The AEC should not be seen as separate from the other two pillars of the ASEAN: the ASEAN Political
Security Community (APSC) and the ASEAN-Sattioral Community (ASCThey cover policgreas

that are important to the overall aim of a soed@onomic and political integration. For example, APSC

and ASCC promote policy coherence in areas closely related to economic activities, such as
environmental protection and transnational crifidt is envisioned that the three communities
together will equip the member states to reap the benefits from increased trade liberalization,
enhanced cooperation, and more security in the region.

GMS Integration

Under the ASEAN Master Plan on Connectivity, the GMS strategic framework envisions a well
integrated, prosperous and harmonious Mekong sabion through enhanced connectivity and
competitiveness, while fostering a greater sense omomnity. Countries have given priority to
upgrading crosdorder infrastructure links, in particular the railways and road networks that make up

the main economic corridors. Trade and
Figure5: Economicorridors in the GMS customs procedures along these routes will be
progressively harmonizedstandardized and
simplified.

g om The GMS Economic Cooperation Program
started in 1992. In 1995, the ADB formulated a

Transport Master Plan that identified priority
transport infrastructure investments in the sub

region. In 1998, this Transport Master Planswa
updated to incorporate the nineorridor

® e concept and identify three main corridors, often
referred to as flagship corridors.

Economic corridors
in Greater Mekong Subregion

Yangon @
[}
Kawkareik

®
T
East-West Corridor [ = .
== Eastern Corridor Dawei

== Central Corridor
ngkbk
— Eastern Corridor extension g CAMBODIA
== North-South Corridor Phnom Panh
— North-South Corridor extension

— Northeastern Corridor Ho Chi Minh City

akhet/

The NorthSouth Corridor (NSC) is probably the
most important trade route with the heaviest

Norther Corridor traffic. Starting from southern China and running

Southern Coastal Corridor . .

Southen Corridor through Myanmar, the key section is at the

Western Corridor

— il, g3s pipeline southern end, as it gets closer to Bangkok and
links with the eastern ring road connecting to

SourceNikkei Asian Review

http://www.asean.org/resources/item/thinkinggloballyprosperingregionallyaseaneconomiccommunity
2015

7 Ibid

8 ASEAN SociBultural Community Blue Print, 2009. Link: http://www.asean.org/archive/518.pdf

|
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[ I SY [/ Klaol ya o6¢K P Phé Eaﬁﬁ Figure 6: The Cros®8order Transport Agreemeni
West Economic Corridor is based on1a50 (CBTA) key 16/17 entry and exit points within the GI
kilometre road map between Myanmar and Vie
Nam. The route attracts regional tourists and boos
the econanies of the transit areas, especially in th
hospitality and entertainment sectors throughou
the route.The Southern corridor links proposed an
existing deep sea ports in Cambodia, Thailand g
Myanmar.

7

The 2003 CrosBorder Transport Agreement
(CBTA) sks to eliminate nogphysical barriers to
cross border movements. It has focused on |
points of entry and exit within the GM#d appears
to be effective at reducing the time and effor
required to cross borders. For example, ADB repo
that the pilot inplementation of the Single Stog
Inspection (SSPat the Densavantiao Bao border
between Viet Nam and Lao PDR reduced t {

Aranyaprgt et e
Poipet Dong Kralor

Cambodia

average crossing time for a truck from 90 minute
to 29 minutest!

BIMPEAGA

The East Asian Growth Area (BHERGA) was launched 994 by the governments of Brunei
Darussalam, Indonesia, Malaysia and the Philippines to accelerate the development of maritime trade
linkages. BIMEEAGA has pioneered the implementation of ASEAN pragesnlike the ASEAN Single
Window initiative.

® The central section of the corridarthe eastern loop between Thailand and the PRC passing through the Lao
PDR is mnsidered more important than the western link, which involves more transshipment and problems
in transiting through Myanmar. The link between Mohan and Kunming has trade, but given the reliance on
border market trading, most southbound 'trade' traffic frKunming is domestic movement to the border

area.

10 Single Window/Single Stop customs inspection is setup with the aim to coordinate registration of vehicles
at one border under a single coherent administrative framework.
11 p h 5 Effectie Frontine BNRSNJ al yIF 3SYSy i aArl

AY {2dziKSFad ! 04
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Figure7: Priority eonomiccorridors in BIMFEAGA

The ASEAN Single Wind@aSW)

ASEAN members agreed on the ASW in December 2005, defining it as a single national submission
point for harmonized data and information processitmgether with a single decisiemaking point

for customs clearance. The objective is to accelerate clearance procedures for goods, achieving
IANBIFGSNI SO2y2YA0 STFAOASYOe YR (NIXyaLl NByOes gA
as a regional m&et. On a practical level, this means customs administrations, relevant ministries and

all relevant economi@actorsshould coordinate and facilitate their information in electronic format
through a single national clearing point. Traders will submit alrtinformation to one agency,
eliminating prior practices in many countries of multiple forms and multiple submission points. When
fully operational, the ASW envisages, for example, that an importer bringing a container into ASEAN,
destined for Vietham @i Singapore, would need to submit data once to a single, centralized data hub,

for automated sharing with all relevant agencies.

For those who are interested in maintaining safety and security, a big shift in this system relates to the
burden ofcoordination. Previously, the trader or trucker had to coordinate information and liaison
with multiple agencies, each of which applied its approach to inspection and security. Now, those
agencies must coordinate by establishing and managing the systesndiare that each of their
responsibilities are addressed through a central hub. This obviously requires stronger planning and
cooperation between government departments.

At present the ASW supports the exchange of the iIR&SEAN certificate of origin amfiSEAN
Customs Declaration Document on a pilot basis among seven countries, with a plan to expand to
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