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EXPLORING THE part1

POTENTIAL OF PADDY AND RICE IN CAMBODIA
I. BASIC INFORMATION OF PADDY AND RICE (HS CODE: 1006)

Imports of paddy and rice
(HS code: 1006) for the world maket

Billion (USD)

44.47%

26.94

billion

2020 plop2i]

Paddy and rice imports (HS code: 1006) Usd 38.93 Billion in (2024)

615%
8.01%

Paddy
HS code: 100610

Rice husked (Brown)
HS code: 100620

Broken rice
HS code: 100640

78.16%

D Semi-milled or wholly-milled-rice
HS code: 100630

Top 5 countries for importing semi-milled or whole rice
(HS code: 100630) on the world market (2024)

(8%)

(7.5%)

(6.5%)
(5.5%)
(5%)
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Indonesia  Philippines  Saudi Arabia Iraq United States
of America
Tariff Rates of semi-milled or whole
rice for import (HS code: 100630)
COUNTRIES (5
E=
— > =
Indonesia Philippines Saudi Arabia Iraq  United States

of America

Supported by

Organized by

** For more imformation,
please contact the Ministry
of Commerce Call center 1266

SEMI-MILLED OR WHOLE RICE

( RCEP ) (ASEAN)

°0 06

Indonesia Philippines Indonesia Philippines

) @ United States
of America

Il. KEY HIGHLIGHTS OF CAMBODIA’S PADDY
AND RICE INDUSTRY (2024)

RECIPROCAL
TARIFFS

Cambodia is the world's 10th largest rice produc-
er and the world's 1st largest paddy exporter (HS
code: 100610), and the world's 9th largest export-
er of semi-milled or whole rice (HS code:
100630) in 2024.

Cambodia won the World's Best Rice 2012, 2013, 2014,
2018, 2022 and 2024 Award in World Rice Conference

2012 2013 2014 2018 2022 2024

-’.\ PRODUCTION
NP, 13.89 Mmillion
Tons/year

°/< CULTIVATED AREA
" 3.86 Million hectares

_/= PADDY SURPLUS
=1E3 over 7 to 8 million tons/year

RICE EXPORTS
a2t 651,000 tons (down -0.7%) Export revenue:

USD 491 million (up +5.3%) (2024)

@



EXPLORING THE part2

POTENTIAL OF PADDY AND RICE IN CAMBODIA

?"'1' PADDY EXPORTS
””'G 5.1 million tons, export revenue
USD 1,496 million (2024)

|i AVERAGE EXPORT PRICE
Rice:715.82 USD/Ton, Paddy:293.33 USD/Ton

QIR cAMBODIA EXPORTS PADDY TO VIETNAM
A\ 4 (over 95% of total paddy exports)

TOP 5 COUNTRIES IMPORTING SEMI-MILLED OR WHOLE
RICE (COMMODITY CODE: 100630) FROM CAMBODIA IN 2024

(16.3%)
(11.5%)  (111%)
(8.5%)

(5.4%)
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France China Malaysia Netherlands Klij:ét;:m

Potential for Cambodia’s export to
other countries (Estimate for 2029)

semi-milled or whole rice

(HS code: 100630) (USD)

COUNTRIES

Export Baseline Unrealized potential
potential exports remaining
T Indonesia 10 Million 3.1 Million 7.3 Million
> Philippines 20 Million Thgl?ssand 19 Million
B | gaudi Arabia 61 Million 4.6 Million 1.5 Million
. == United States 47 pillion 1.4 Million 46 Million

of America

Supported by

Source: 1. ITC(Trademap). Retrieved August 05, 2025
from(https:/www.trademap.org)
2.ASEAN Tariff Finder(https://asean.mendel-on
line.com/)
3. U.S. Department of Agriculture (https:/ww
w.fas.usda.gov/data/production/commodi
ty/0422110)

I1l. ROYAL GOVERNMENT INITIATIVES
A. POLICY & STRATEGIC FRAMEWORKS

» CAMBODIA’S MILLED RICE MARKET EXPANSION AND
EXPORT DIVERSIFICATION STRATEGY 2025-2030:

» GOAL: “To achieve one million tons milled rice export
through working in close collaboration
with strategic rice value chain actors.”

» STRATEGIC MEASURES:

1. Strengthening market intelligence for effective
rice export

2.Enhancing market access for boosting milled rice
export performance

3.Leveraging branding and promotion of Cambodia
rice products

4.Enhancing the export capacity of rice exporters
and millers

5.Enhancing the export capacity of Cambodia Trade
Enterprise for large-scale supply

6.Adopting market-based solutions for Cambodia’s
rice value chain improvement
» STRATEGIC DEVELOPMENT PLAN FOR CAMBODIAN
AGRO-Industries (2019-2030):

* Increasing paddy yields and reducing
post-harvest losses.

» Strengthening rice value chains
(from farm to export).

* Promoting climate-resilient farming
practices.

» POLICY ON THE PROMOTION OF PADDY PRODUCTION
AND RICE EXPORT (2010)
* Aims to promote rice exports, improve farmer
incomes, and enhance Cambodia’s global rice
market position.

Note:Diversifying rice markets and rice products
(riceflour and starch, noodles and pasta, rice
snacks,rice wine, bran oil, and health prod
ucts) is along-term strategy for price stability
and addedvalue growth.

4. Summary report on agriculture, forestry, and
fisheries work in 2024 and targets for 2025,
page 7

5. Cambodia’s Milled Rice Market Expansion
andExport Diversification Strategy 2025-2030
6. Report from the Cambodia Rice Federation
(https://www.information.gov.kh/artcles/149120)
7. ITC(Trademap) (Export Potential Map)
RetrievedAugust 20, 2025 from (https://export
potential.intracen.org/en/)

214 Scan to access

1 iTrade Bulletin

** For more imformation,

please contact the Ministry of Commerce Call center 1266
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Local News Vol 01 | Issue 06 (September)

Moc Reviews Key Trade Agenda to Boost Economic
Growth

The Ministry of Commerce (MoC) held a meeting to
strengthen trade performance, enhance administrative
efficiency, and evaluate progress in domestic and
international commerce, aiming to ensure alignment
with the Royal Government’s economic recovery and
development agenda. According to the MoC
announcement, the meeting was held both in person
and via video conference, covering several key
aspects, including regional trade cooperation,
administrative and financial updates, domestic trade
performance, trade promotion initiatives, intellectual
property development, provincial commerce progress,
and international commercial engagement. Source:
Khmer Times

Rice Exporters Eye Opportunities to Expand
Market at German Trade Fair

The Cambodia Rice Federation said on Thursday that
13 exporting companies are going to showcase their
products at the ANUGA 2025 food exhibition under the
pavilion of the Cambodia Rice Federation. This move
is made with support from the Cambodian Government
via the co-support of the Khmer Enterprise (KE) of the
Ministry of Industry, Science, Technology &
Innovation; and Agricultural and Rural Development
Bank (ARDB), it stated. “The objective of participating
in this exhibition is to contribute to the market
diversification strategy,” it said. This objective is
aligned with the Royal Government’s policy; the
Ministry of Industry, Science, Technology, and
Innovation, with regard to food safety standards and
requirements, and the Ministry of Agriculture, Forestry
and Fisheries as the key drivers in promoting market
access for products and fostering market-oriented
cultivation. Source: Khmer Times

RCEP Exports Climb Almost 10% Jan-Aug; Pass
$6.5B

Cambodian exports to the member countries of the
Regional Comprehensive Economic Partnership
(RCEP) totalled over $6.6 billion during the first eight
months of 2025, an increase of nearly 10% compared
to the same period in 2024, according to the Ministry
of Commerce. From January to August 2025,
Cambodia exported goods worth $6.63 billion to RCEP
members, a 9.5% increase over the same period in
2024. The top buyers of Cambodian products among
RCEP members were Vietnam, China, Japan, Thailand
and South Korea. Source: Phnom Penh Post

Commerce Minister Highlights Growth of Digital
Trade

The Ministry of Commerce is currently drafting a Digital
trade Strategy, as part of its plans to contribute to
building a stronger economic foundation for
Cambodia. In addition, it is implementing a variety of
essential public services online and through
automated platforms. It is projected that Cambodia’s
electronic commerce will reach $1.1 billion by 2025.
Commerce minister Cham Nimul addressed the
September 12 opening ceremony of the 2nd Digital
Trade Forum (DTF) in Phnom Penh. Themed
“Advancing Cambodia’s Future through Digital Trade”,
the forum aims to foster the development of digital
trade in Cambodia. “We have seen the resilience and
adaptability of Cambodians in this sector. By the end
of 2025, e-commerce revenue is expected to reach
$1.1 billion, and by 2029, it is projected to reach $1.8
billion,” she added. Source: Phnom Penh Post
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https://www.cnbc.com/2025/09/23/us-and-global-growth-forecast-lifted-by-oecd-as-economies-surprise-to-the-upside.html
https://www.bloomberg.com/news/articles/2025-09-23/china-to-stop-claiming-special-wto-benefit-for-developing-states

Global News Vol 01 | Issue 06 (September)

Tariffs Cause ‘'Unprecedented' Disruption to
Global Trade Rules

The share of global trade under WTO terms has fallen
to 72% from about 80%, marking the biggest disruption
since World War Two, WTO chief Ngozi Okonjo-lweala
told. She warned tariffs could affect trade into 2026 as
frontloaded goods run out. The WTO raised its in
August trade growth forecast from 0.2% to 0.9%.
Okonjo-lweala voiced concern over U.S. plans to cut
$29 million in WTO funding, though talks continue with
USTR (the U.S. Trade Representative). She
highlighted opportunities for WTO reform, noting
China’s openness on industrial policies. Members are
working to streamline decision-making and address
subsidies. Source: REUTERS

WTO Agreement on Fisheries Subsidies Enters
into Force

The WTO Agreement on Fisheries Subsidies has
entered into force, committing members to curb
harmful subsidies that deplete marine fish stocks.
Adopted at the 12th Ministerial Conference in June
2022, it prohibits subsidies for illegal, unreported, and
overfished fishing, including unregulated fishing.
Director-General Ngozi Okonjo-lweala hailed it as a
“landmark for global trade governance” that protects
livelihoods and promotes sustainability. Brazil, Kenya,
Viet Nam, and Tonga completed acceptances,
surpassing the two-thirds threshold. Members pledged
to implement the Agreement, establish a WTO Fish
Fund for capacity-building, and form a Committee on
Fisheries Subsidies to increase transparency. The
deal aims to restore fish stocks, secure food, and
support hundreds of millions dependent on fisheries.
Source: WTO

Indonesia, EU Finalise Trade Deal After 9 Years of Talks

Indonesia and the European Union finalised their
Comprehensive Economic Partnership Agreement
(IEU-CEPA) after nine years of talks, aiming to boost
trade and investment. The deal removes import duties
on 98.5% of EU goods to Indonesia and allows
Indonesian goods to enjoy zero tariffs in 90% of the EU
market. It simplifies entry procedures for EU products
including cars, milk powder, cheeses, meats, and
chocolates. Trade between Indonesia and the EU is
expected to double in the first five years. The
agreement could increase investment and supply
chain cooperation, including critical minerals and
electric vehicle production. Non-tariff barriers, such as
the EU Deforestation Regulation, remain a challenge
for Indonesia’s palm oil industry. Source: REUTERS

China & US: How Can the World’s Two Biggest
Economies Have Such Different Problems?

The US and China face opposite cost-of-living trends.
In China, a “pig cycle” of pork demand and oversupply
has pushed food prices lower, contributing to deflation.
Efforts to boost consumption include welfare spending,
trade-in programs, and targeting the “silver economy.”
In the US, tariffs have created a “historical supply
shock,” raising prices for furniture, groceries, cars, and
clothing, which is eroding household income.
Businesses respond by lowering wages, hiring
selectively, or not replacing staff. US tariffs aim to
reshore manufacturing but mainly increase costs.
Meanwhile, China’s response to tariffs has accelerated
its trade and investment with other emerging markets.
Source: World Economic Forum

U.S. and Global Growth Forecast Lifted By OECD
The OECD has raised its global growth forecast to
3.2% in 2025, up from June’s 2.9%, citing stronger-
than-expected resilience, especially in emerging-
market economies. U.S. growth expectations were
also lifted to 1.8% from 1.6%, though still below 2024’s
2.8%. Growth was supported by front-loading ahead of
higher tariffs, strong Al-related investment in the U.S.,
and fiscal support in China. However, the OECD
warned of significant risks, as tariff increases, policy
uncertainty, and trade tensions could affect spending,
labor markets, and inflation. Headline inflation in G20
countries is projected at 3.4%, with U.S. inflation
revised down to 2.7%. Future risks include further
tariffs, fiscal pressures, and financial market repricing.
Source: CNBC

Chinato Stop Claiming Special WTO Benefits That
Rankled US

China will stop seeking new “special and differential”
rights in current and future WTO negotiations,
according to Premier Li Qiang. The decision removes
a point of contention with the U.S. and is welcomed by
WTO Director General. China’s status as a developing
nation won'’t change, despite no longer being eligible
for special treatment, according to a Ministry of
Commerce official. Premier Li announced the change
in New York at the United Nations General Assembly.
The move is significant as higher U.S. tariffs push
China to divert exports to other economies. Officials
said the decision safeguards and strengthens the
multilateral trading system and highlights China’s role
as a major developing country. Source:
BLOOMBERG
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1 The policy brief mainly cited from the following publications:

Thangavelu, S.M., Fukunari Kimura, D. Narjoko, 2024. ‘Services and GVC Activities in ASEAN and ASEAN Economic
Community: Next Stage of Growth in Global Value Chain’, in Fukunari Kimura, Shandre Mugan Thangavelu, Christopher
Findlay, and Lurong Chen (edits), ‘Services Global Supply Chains in ASEAN and East Asia: Implications and
Opportunities for Regional Integration’, Springer, 2024.

Thangavelu, S. M., 2024. Chain reac ons: Regional coopera on can buffer global value chains against uncertainty. East
Asia Forum Quarterly, 16(2), 34—36.
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2 India has opted out of the agreement, but with some provisions to join RCEP in future.

3 The ASEAN Framework for RCEP was adopted by the ASEAN Leaders during the 19th ASEAN Summit in
November 2011 in Bali, Indonesia. The Joint Declaration of Ministers for launch of RCEP negotiations was
done on 20 November 2012 in Phnom Penh, Cambodia during the 21st ASEAN Summit.
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1. Introduction

Geo-economics has been the central feature of economic cooperation in ASEAN and it is normally highlighted
as ASEAN Centrality. The key framework of geo-economics is the empowerment of countries to focus on
regional economic development and trade as a means to manage the geopolitics and achieve its economic
goals. It is used to manage the collective and shared vision and framework at the regional level for economic
growth, and to mitigate geopolitical risk and instability in the region. This framework of ASEAN Centrality has
been a cornerstone of ASEAN for economic cooperation since its formation in 1967, and shared vision in terms
of ASEAN Economic Community (AEC), which has provided the stable and economic development for ASEAN.

There are several positive advantages of adopting the geoeconomics to manage the regional and global
geopolitics. One important channel is the reinforcement of market and rule-based trading framework, which set
the framework for private sector role and mutual recognitions of regional and global benefits. For example, the
bilateral and multilateral free trade agreements (FTAS) set broader and deeper regional integration rules and
commitments that helps to manage the regional geopolitics in an integrated framework. The impact of
geoeconomics through regional trading framework in terms of multilateral FTAs is clear in terms of managing
institutional misalignments in policies and reduce policy risk in the region. It also sets the framework for dispute
settlements for economic issues such as enforcing intellectual property rights and unfair trading practices.
Further, it also addresses disputes in social issues such as environment and climate change, movement of
unskilled workers, and also creates the framework for narrowing the developmental gaps between member
countries as in the ASEAN Socio-Cultural Community (ASCC) pillar that focuses on improving the quality of life
for ASEAN citizens, promote sustainable development, and foster a strong ASEAN identity in culture, education,
and social development.

The multilateral FTAs such as Regional Comprehensive Economic Partnership (RCEP) and ASEAN plus one
FTAs with Australia, China, India, Korea, and New Zealand provides the framework of regional integration in
trade and investment and also sets a clear structure for geoeconomics to mitigate and manage regional
geopolitics. It is the largest trading block that came into force in January 2022 comprising of 10 members of
ASEAN (Brunei, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, Philippines, Singapore, Thailand and
Vietnam) and five other regional countries that ASEAN has existing free trade agreements — Australia, China,

1 The policy brief mainly cited from the following publications:

Thangavelu, S.M., Fukunari Kimura, D. Narjoko, 2024. ‘Services and GVC Activities in ASEAN and ASEAN Economic
Community: Next Stage of Growth in Global Value Chain’, in Fukunari Kimura, Shandre Mugan Thangavelu, Christopher
Findlay, and Lurong Chen (edits), ‘Services Global Supply Chains in ASEAN and East Asia: Implications and Opportunities
for Regional Integration’, Springer, 2024.

Thangavelu, S. M., 2024. Chain reactions: Regional cooperation can buffer global value chains against uncertainty. East
Asia Forum Quarterly, 16(2), 34—36.
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India, Japan, South Korea, and New Zealand.? * The trading block consists of nearly 30% share of the World
population, 30% share of global GDP, and nearly 28% share of global trade in 2022. It sets an important agenda
for trade and investment in global trade in terms of opening large domestic market (demand), releasing huge
resources for trade and investment, and creating the dynamic regional and global value-chain activities (Kimura,
Thangavelu, and Narjoko, 2022A). Overall, RCEP could mitigate the negative impact of US-China trade war and
create positive effects on output and regional growth (Petri and Plummer, 2020).

2. Geo-economics Fragmentation

Global production value chains (GVCSs) is the key economic growth strategy of East Asia and ASEAN. However,
for the past two decades, we are observing greater geo-economic fragmentation and weakening of the GVC
activities in the region. In fact, real economic shocks have hindered the growth of the GVC at both the regional
and global level and creating greater uncertainty in GVC activities (Constantinescu et al., 2020). According to
the World Development Report (2020), GVC growth peaked in 2007 and dwindled with the onset of the global
financial crisis (GFC). Post-GFC, global trade recorded subdued growth, which was further exacerbated by the
onset of Covid-19 pandemic (Reddy, Sasidharan, and Thangavelu, 2024). A common feature of these global
shocks is the inherent economic policy uncertainty (EPU henceforth) associated with them (Baker et. al, 2016).
This uncertainty results in a ‘wait- and-watch’ problem for firms wherein the firms’ uncertainty induces inactivity
among the firms, which leads to reduction in their level of investment (Bloom, 2009; Baker et. al, 2016). The
greater uncertainty is affecting the level or resilience of the GVC activities in East Asia and the ASEAN.

There are several reasons for the geo-economics fragmentation. Firstly, there are uneven impact of trade and
openness on the economic growth within and between countries. Recent evidence indicates that open
economies experience higher growth, widening wage inequality between skilled and unskilled as well as greater
rural and urban divide (Thangavelu et. al, 2022B). The uneven impact of technology and trade is also apparent
between developed and developing countries. The recent evidence also highlights the catching-up of the South
(developing) countries with the North (developed) countries, narrowing the development gap between the South
and North.

The emerging issues of geo-economic fragmentation in terms of the economic policy uncertainty (EPU) in open
economic strategies is becoming more apparent with US-China trade war and the strategic alliances driven by
the US and Europe with IPEF (Indo-Pacific Economic Framework) trying to isolate the technology and GVC
activities of China and contain the technological changes in East Asia through the GVC activities®. The
uncertainty in strategic alliances are creating investment uncertainty in terms of the decoupling of the GVC
activities of the multinationals specifically in offshoring, nearshoring, and friend-shoring.

Further, fragmented geo-economics through EPU is weakening the ‘market-based’ and ‘rule- based’ trading
activities that drive the efficiency of GVC and greater regional integration (Thangavelu, 2024). The EPU is
increasing the decoupling effects of both the backward and forward linkages of the GVC activities and increasing
the vulnerability of the supply chains and domestic firm activities. In fact, the EPU effects are likely to be felt
more on countries that are positioned higher in the GVC activities in terms of multiple (double) transformation of
their products compared to lower resource positioned countries in the regional and global GVC (Thangavelu,
2024). The implications of strategic alliances could be more significant for more developed and developing
economies of Indonesia, Malaysia, Philippines, Thailand, Singapore, and Vietnam.

Recent study by Ketan, Sasidharan, and Thangavelu (2024) highlight that the GVC activities in East Asia is
changing due to the economic policy uncertainty. The effects are higher for trade in GVCs due to effects of
intermediate trade and service linkages in the GVC activities. This has direct impact on the investment patterns
and decisions of firms as they may choose to postpone their investments activities. The study also highlights
that the trade and policy uncertainties associated with global trade will have direct impact on the entry and exit
of firms from GVC activities, thereby creating further economic uncertainty (Ketan, Sasidharan, and Thangavelu,
2024).

2 India has opted out of the agreement, but with some provisions to join RCEP in future.
® The ASEAN Framework for RCEP was adopted by the ASEAN Leaders during the 19th ASEAN Summit in November 2011 in Bali, Indonesia. The Joint
Declaration of Ministers for launch of RCEP negotiations was done on 20 November 2012 in Phnom Penh, Cambodia during the 21st ASEAN Summit.

4 https://ustr.gov/trade-agreements/agreements-under-negotiation/indo-pacific-economic-framework- prosperity-ipef
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3. Policies to Mitigate Geo-Economics Fragmentation

The key for ASEAN is to maintain and enhance the ASEAN Centrality of shared vision and growth through geo-
economics. ASEAN should emphasize the importance of ASEAN Centrality in multilateral FTAs such as RCEP
and ASEAN Economic Community (AEC).

The centrality of ASEAN is the key for the East Asian regional cooperation (Figure 1). It has more coherent
framework and established trust and deep and effective working relations over many decades compared to than
other subregional grouping, despite its diversity (Thangavelu et. al, 2024). The Plus Three countries (Japan,
China, and Korea) continue to have unresolved history and political distance. Despite developing their own
China—Japan—Korea trilateral cooperation mechanism, most of the cooperation amongst the three has
progressed via ASEAN-centred forums. The ability of ASEAN to convene an ASEAN+3 Leaders’ Summit in April
2020 to address the COVID-19 health and economic crisis demonstrates its centrality in Asian cooperation
(Thangavelu et. al, 2024).

ASEAN's centrality in regional economic cooperation is typical of its broader role in the region. For the past five
decades, ASEAN has been an anchor of regional cooperation, mediating relations between large powers,
whether the US, the Soviet Union or, more recently, China (Thangavelu, 2024). ASEAN has shaped interactions
with large powers in the region by providing unique diplomatic spaces, articulating its members’ interests as a
collective, and helping to build regional norms, (Ciorciari, 2017).

The ASEAN Economic Community is an important component for ASEAN integration with East Asia and the
global economy, not only for increasing the trade share amongst members. Importantly, through the ASEAN’s
economic integration process, ASEAN Member States (AMS) have achieved greater integration into the global
economy. ASEAN has achieved economic integration with its major partners with China, India, Japan, and
Korea; and has extended deep trade and investment ties with the US and Europe (Thangavelu et. al, 2024).

Figure 1: Regional Trade Groupings in East Asia
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ASEAN = Association of Southeast Asian Nations. CPTPP = Comprehensive Progressive Trans-Pacific Partnership, FTAAP = Free Trade Area
of the Asia Pacific, RCEP = Regional Comprehensive Economic Partnership

Source: Thangavelu, Urata, Narjoko (2022)

ASEAN and ASEAN-plus arrangements will also be important for aligning regional reform commitments and
expectations, and addressing emerging issues in the international trade architecture, such as managing data
flows (Pangestu and Findlay, 2018).

The ASEAN centred multilateral free trade agreement of RCEP (The Regional Comprehensive Economic
Partnership), the largest free trade agreement in the world, is expected to provide the ‘rule-based’” and new
institutional framework to develop the sustainable economic development in the East Asian region (Armstrong
and Drysdale, 2022). Specifically, RCEP is based on four key elements of regional integration: (a) rule-based
trade and investment, (b) market access, (c) economic cooperation, and (d) ASEAN Centrality. As a ‘living’
agreement, the RCEP Joint Committee will be able to create a wider regional integration agenda to address key
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contemporary issues such as the environment and climate change, skills development,green transformation,
and developing digital and smart urban centres (Thangavelu et. al, 2022A).

With the emergence of economic policy uncertainty (EPU) through geo-economics fragmentation, there is a
need to make GVCs more resilient to shocks and improve ‘rule- based’ and ‘market-based’ trade in the region.
It is important to maintain an open trade and investment environment and strengthen the regional economic
cooperation (Thangavelu, 2024). In this respect, ASEAN will play an important role to maintain and strengthen
the ‘rule- based’ and ‘market-based’ trading arrangement in the region, which has built the foundation for the
long-term sustainable growth and development in the region (Kimura, 2021). For example, there will be greater
tendency to disregard multilateral trading rules in favour of discretionary and bilateral arrangements induced by
the strategic alliances that are likely to create greater policy and regional fragmentation. The strategic alliances
are likely to weaken the regional integration commitments of the ASEAN and East Asian member countries.

There are several key aspects to mitigate economic policy uncertainty. Firstly, it is critical to address new
emerging technologies such as Al, robotics, electric transportation, autonomous technologies and space
technologies. The new frontier GVC firms have to be nimble and flexible to participate and position to higher
value-added GVC activities in both manufacturing and services. The new emerging issues are addressed and
managed by ASEAN under the multilateral settings such as AEC 2045, RCEP and ASEAN framework. For
example, under ASEAN framework, the ASEAN Digital Economy Framework Agreement (DEFA), which
harmonizes the digital trade rule, reduce border transaction cost, improve trade facilitation, increase the
spillovers and externalities in the region. The commitments under the multilateral framework by the member
countries increase the regional externalities and unlock the potential for regional and global digital trade and
GVC activities. The domestic capacity in terms of the domestic firms to understand and unbundle their production
structure will be critical to create the more agile and resilience GVC firms in the region. For example, the
domestic capacity of firms to understand the second-stage unbundling of GVC of international division of labour
in terms resource, unskilled, skilled-technology intensive, and technology-knowledge intensive activities will be
important to effectively participate and position in the regional and global GVC activities (Thangavelu et. al,
2022).

There is also a greater need to create more flexible and agile skilled labour force in the region. The workers in
the region must be skilled and reskilled to unbundle their skills and create productive and highly mobile labour
force in the region. There is a need for economic cooperation to increase the technical and vocational skills of
vulnerable workers in the region as critical skills will be important to mitigate the decoupling effects from the
strategic alliances in the region (Thangavelu, 2024). This is the greatest challenge in the region as the weak
labour force in terms of critical skills increase the vulnerability of the region to the regional and global economic
policy uncertainties (Thangavelu et. al, 2024).

Regional cooperation is critical to support structural transformation of firms in digital and green technologies to
increase their value-added activities and participate in the GVC activities in the region. Domestic firms have to
understand the upstream and downstream emission effects of their GVC activities to improve their energy and
green efficiency of their activities (Thangavelu, 2024).

Further, ASEAN has to focus on both economic as well as social protection of vulnerable groups in the region.
The vulnerability of workers is likely increase with greater economic policy uncertainty in the region.
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