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3.2. Compliance with the rule of law for sustainable economic
development: an overview of ASEAN region

The Association of Southeast Asian Nations (ASEAN) is a multi-faceted
regional organization with its ten member states: Singapore, Indonesia, Malaysia,
Philippines, Thailand, Brunei, Laos, Vietham, Cambodia, and Myanmar. It was born
in 1967 and has generated positive attention within the Southeast Asia region and
around the globe (Masilamani and Peterson, 2014). The prime objective was to
create a greater economic, political, and cultural interaction among its member
countries. It is with the belief of the five founding members of ASEAN (Thailand,
Indonesia, Malaysia, Singapore, and the Philippines) that, it can expedite regional
economic prosperity and security collaboration while abiding with respect for justice
and the ROL. The 1997 economic crisis and changes in global situations persuaded
the ASEAN member countries to think in advance to change the regional economic
status as well as establish the strong ROL. In this progression, the ASEAN Charter
adopted in 2007 a mandate that the member states will act in accordance with the
ROL. There has been a rising consensus in the relationship between the state and
its citizens and the implication of the ROL in the ASEAN region.

Indeed, the ROL plays a notable role in this regional economic development.
Moreover, the ASEAN Economic Community (AEC) Blueprint states that it transforms
ASEAN into a single market and highly competitive economic region while ensuring
equitable economic development combined to the global economy. Creating over 600
million customers, ASEAN countries make a market, and its Gross Domestic Product
(GDP) of USS$3 trillion, with a vibrant and rising economy, presents a robust economic
perspective for the future of ASEAN. The purpose of creating a single market and
production base as spelt out by article 1(5) of the ASEAN Charter will not be operative
without the integration of the ROL. Although ensuring justice, fairness and values are
the main governing principle of the ROL, the WJP ROL indicator does not show a
satisfactory ranking of the ASEAN countries except Singapore. Within ASEAN only
Singapore has cultivated the proper ROL principles. According to the TICPI identical
weakness also reflected same as WJP. For other ASEAN countries, the ROL has been
negated due to politicization of judiciary, endemic court corruption, and legal
incompatibility (Ruland.J, 2013). In relation to this, the following discussion tries to
highlight the present ROL compliance for SED among the selected ASEAN countries
that includes Malaysia, Singapore, and Thailand.

3.2.1 Malaysia

Development connotes economic progress, upsurges in per capita income, and
achievement in standard of living (Department for International Development (n.d).
On the other hand, ensuring the well-being of humanity by assimilating social and
economic development and environmental conservation and protection includes SD
(Mensah and Castro, 2004). Social development hints at the basic operation and
consciousness of human rights likes access to education, health services, food,
housing, employment, and the fair distribution of income (Mikkonen, and Raphael,
2010). Economic development expands the ease of use of work and the ability of
individuals to secure an income to support themselves and their families. Social and
economic developments emphasize and depend on one another for the full
understanding of SD. Agree to for the essence of development and SD, Malaysia
belongs to the upper-middle income economy with a GDP of USD 338.1billion (World
Bank, 2014). In 2009, Malaysia was hit by the Global Financial Crisis (GFC), but after
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that it was able to recover rapidly with, placement growth rates that have been
averaging at 5.7 % since 2009 — 2010 (Mahani Zainal Abidin and Rajah Rasiah, 2009).

Nevertheless, the economic growth and overall development of Malaysia got
stuck in its mid progress. Factors like contracting growth, rising inflation, continued
high levels of capital flight, declining consumer and investor confidence, and
depreciating currency put Malaysian economy in trouble. Looking at the 2011 to
2015 GDP growth of Malaysia, it presents fluctuations from 4.5 % to 5.5 % because
of weak domestic policy (World Bank, 2016). Statistical data from IMF in 2015 shows
that the economic growth of 2016 is at 4.7 % including the 2.2 % external balance of
GDP, and 2.4 % of inflation amount. WEO also mentions that 2016 does not forestall
the previous year deficiency (Chander and Welsh, 2015). Apart from that, many
literatures have emphasised that domestic political developments are the main
discontent in Malaysia (Nathan, 2001). For that reason it led to the shortfall of private
investments in Malaysia. It also specifies slowdown because of the rising inflation
caused by the imposition of a 6 % Gross Service Tax (GST) in April, 2015; the
downgrading of the ringgit (RM) has further weakened consumer confidence. In
addition, several viewers opined that strategy and execution of the 1970-1990 New
Economic Policy (NEP) and its succeeding manifestations led to undesirable impacts
that associated reliance on government contracts in the private sector and nurtured
an uncompetitive business environment with promotion of corruption. Nevertheless,
small and medium-sized enterprises (SMEs) have crowded out, growing and
introduced innovative processes because of the other government-linked companies
(GLCs) (Charette, 2006).

Moreover, Cecchetti, Mohanty et al, (2011) pointed out that a number of
structural imbalances have contributed to the Malaysian current economic ills that
increased both the public sector and the debt of the household. The present debt of
the Federal Government of Malaysia spiked from RM 501.6 in 2012 to RM 627 billion
in 2015. Over and above these levels of debt, there is some uncertainty about off
budget borrowings and the viability of some of the GLCs. Furthermore, private
household consumption that contributes to the GDP growth of the country also
tempered along with weak revenue, wages, and household debt, which in turn
makes a problem in labour market. Real wages have not improved in this period,
particularly in manufacturing and parts of the service sector. This contributes to a
persistent brain drain that extends across the ethnic communities in Malaysia. The
high ingress of foreign labor that government has used to maintain low-end
manufacturing lowers the standard of wages down. Compared to the prospects of
global economy, Malaysia is not in a considerable position (Daud, n.d). Bearing in
mind the above circumstances of Malaysians, people are asking how much of the
economy of Malaysia is sustainable. Overhead remarks state that inclusive situation
do not indicate that the Malaysian economy is sustainable. In confronting the present
crisis, short-term policy approaches do not work. Government needs to inevitably
adopt an in-depth long-term review to pull through the previous robust economic
growth. Though the 7t Malaysia Plan (GOM 1996) inserted the policy of Malaysia
on sustainable development and also expressed the actions that should be taken for
sustainable development for enhancing the ability of Malaysia to develop sustainably
(Hassan and Nordin, 2002).

Importantly, the condition of good governance and public accountability are
factors that the government of Malaysia should not overlook. In relation to this, civil
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society has made calls for reforms in terms of greater transparency. This can be
illustrated by the issue of 1 Malaysia Development Berhad (1MDB) wherein
corruption has becomes the concern of the public with the public demanding for a
fair implementation of the law. Greater transparency is highly demanded by public
because it may influence the economy in relation to one’s poise and affordability in
a long run growth (Sanders, 2016). However WJP ROL indicators do not show the
satisfactory score for Malaysia. After analyzing the table below, it pointed out those
factors such as: constant government power, absence of corruption, order and
security, fundamental rights, open government, regulatory enforcement, civil justice
and criminal justice, the score of Malaysia is from 0.43 to 0.63 only. Order and
security factor fared at 0.86.

On the other hand, regional ranking considers the eight factors out of 15; the
score of Malaysia is 7 to 13. In global ranking, out of 102, the score of Malaysia is
18 to 88. It is worthy to note that, the score of 0-1 indicates a strong adherence to
the ROL. The score of Malaysia seems reasonable. According to WJP index, the
overall score of Malaysia is 0.57; regional rank is 7/15; income rank is 6/31, and
global rank is 39/102.

Table 1

The world justice project (WJP-2015) score and ranking for Malaysia
Factors Factor Score Regional Global

Ranking Ranking
Constraints 0.52 10/15 58/102
government powers
Absence of | 0.63 7115 30/102
corruption
Order and Security 0.86 7/15 18/102
Fundamental rights 0.48 12/15 78/102
Open government 0.43 13/15 88/102
Regulatory 0.47 11/15 63/102
enforcement
Civil justice 0.57 7/15 37/102
Criminal justice 0.58 7/15 30/102

In addition, another TICPI index ranks countries/territories based on how
corrupt their public sector is perceived to be. A score of a country or territory indicates
the perceived level of public sector corruption on a scale of 0 - 10, where 0 means
that a country is perceived as highly corrupt, and 10 means it is perceived as very
clean in the year of 2010-2015 with 177 countries and territories included. According
to this index, the score of Malaysia is 4 .4 to 5.2 indicating that the country has
difficulty combating the corruption. If the score shows the high rank, it indicates that
the corruption control in Malaysia is agreeable. Adjacent to these two indicators,
World Bank provides another Logistics Performance Index (LPI) to help the
countries identify the challenges and opportunities they face in their performance on
trade logistics and what initiatives they can take to improve their performance. In this
respect, the World Bank has six indicators i.e. efficiency of customs and border
management clearance, quality of trade and transport infrastructure, ease of
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system. The application of the rule of law, despite occasional criticisms of its
“thinness”, has been the foundation of Singapore’s success.

Presently, Singapore is the least corrupt country. The lawmakers are allowed
to work for the board of private companies. In case of agreements, it is more secure
and offers a good position on intellectual property regimes. Furthermore, the
personal income tax rate of Singapore was at 20 % in 2015 and 22 % in the early
income period of 2016. Meanwhile, the corporate tax rate is 17 % since 2010.
Besides, in terms of regulatory efficiency, Singapore is said to be more efficient than
other ASEAN countries. As a matter of policy, the wages for workers in Singapore
are adjudged by the National Wages Council (NWC); hence, no minimum wages are
prescribed for local and foreign workers. In Singapore 0 % is the overall tariff rate.
Some service industries face barrier. Government-owned asserts have an important
share with government-linked corporations. At this time 95 % bank that are operating
in foreign-owned (Index of Economic Freedom, 2016).

Nevertheless, Singapore obtains a sound score in the ROL in terms of
observance of order and security, enforcement of civil and criminal justice as well as
corruption. Being an open governmental system, there is always room for
improvement in matters such as the implementation of fundamental rights and the
use of governmental power. For a long-term investment, the investors are assured
by the Singapore government protection of legal rights through the ROL compliance
and the system of checks and balances. In order to facilitate the trade and maintain
a good relation with other countries, Singapore has become more vigilant in
upgrading the ROL, which has led to a robust economic growth. It is within the
aspiration of the country to continuously become a well hub for production and trade
in the ASEAN regions. The score and ranking of the WJP and TICPI indexes for
Singapore are shown in the following table.

Table 3
The world justice project (WJP-2015) score and ranking for Singapore
Factors Factor Score Regional Ranking Global
Ranking
Constraints 0.76 5115 22/102
government
powers
Absence of | 0.93 115 3/102
corruption
Order and | 0.91 2/15 4/102
Security
Fundamental 0.72 5115 28/102
rights
Open 0.63 6/15 25/102
government
Regulatory 0.86 115 1/102
enforcement
Civil justice 0.84 115 3/102
Criminal justice 0.82 1/15 3/102
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Thailand were to ensure the SD by focusing on human development at micro and
macro levels. As a result, the satisfaction and happiness can be achieved by
individuals, community and country. Furthermore, PhilSE contains three different
elements. This includes moderation, reasonableness, and self-immunity system that
lead to the ability to sustain internal and external change (Isarangkun and Pootrakool
(n.d); Bunnag, A., 2013).

With this continuation, Thailand conducts their business in moderation by
focusing on long-term improvement instead of short-term maximizing benefits.
Thailand is reasonable in its business practice by being accountable for all the
stakeholders. They have self-immunity to sudden change by valuing human
resources and thus, being able to maintain the specific knowledge inside an
organization which is essential for their competitiveness. Currently, the GDP of
Thailand is USD 404.8 billion with upper middle-income (World Bank 014), together
with a good economy, advancement of capital flow, private sector balance sheets as
well as estate values that remain healthy.

Moreover, the Bank of Thailand keeps an eye on the objective of sustainable
well-being. Examining the overall situation, there are some key factors observed by
the government of Thailand to ensure a long term economic progress. This includes
sustainable economic growth, infrastructure expansion by aid or loan from aboard,
foreign and local investors, encouragement to increase exports on agricultural
commodities, political stability, private sector, and inclusiveness (Prasarn
Trairatvorakul, 2014). Regardless of all positive initiatives, the rule of law perception
indicator of Thailand is not satisfactory. The ROL provides accountability to
safeguard against the arbitrary use of power and encourages responsible policy
making. However, in case of Thailand, the WJP and TICPI index do not show
agreeable compliance with the ROL principles.

Table 5
The world justice project (WJP-2015) score and ranking for Thailand
Factor
Factors Score Regional Global Ranking
Ranking
Constraints 0.46 11/15 76/102
government
powers
Absence of 0.52 8/15 39/102
corruption
Order and 0.75 13/15 51/102
Security
Fundamental 0.5 11/15 72/102
rights
Open 0.49 9/15 68/102
government
Regulatory 0.51 8/15 47/102
enforcement
Civil justice 0.46 10/15 74/102
Criminal justice 0.43 10/15 53/102
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Therefore, it is timely to have effective measures to expand the budget, inject
the funds into stock market, shore up the ringgit, uphold worthy ROL, combat
against corruption, etc. to turn around the negative fortunes of Malaysia though it
has full potential to improve the circumstances (Chander and Welsh, 2015). Apart
from that Doran (2015) remarks that successful implementation of ROL in point of
social, economic; and political includes the defeat of corruption while strong
corporate governance principle can play an important role to overcome the middle-
income trap also.

4. Conclusion

As a conclusion, Singapore shows a sound progress in every aspect of
development based on the WJP and TICPI ranking as compared to Malaysia and
Thailand. Malaysia and Thailand, being both the upper middle—income economy do
not shows satisfactory ranking. However, it has not been easy for Singapore to
achieve the goals and objectives of the ASEAN in establishing effective ROL with
SED in this region. The developing of all the areas from the contemporary economic
crisis in Malaysia will claim staunch procedures which inevitably will not be pain free.
The overall prospects for the economy of Malaysia are thus rather dim. Elsewhere
the instant task; the state desires to immediately address the set of organizational
weaknesses that prevents the attainment of SD in excess of the moderate tenure.
To avoid the countries irrevocable long-term damage it should not postponed the
implementation of the program of reforms. Despite the facts given, benefits are likely
to be reaped. The overall interests of the country demand the adoption and
implementation of sustainable transformations.
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