IOro-BOCTOYHAS A3US: AKTYAJIbHbIE NPOBJIEMbI PA3BUTUS, 2022, Tom 4, N2 4 (57). C. 153-165.

Original article. Political science
UDC 327(5)
DOI: 10.31696/2072-8271-2022-4-4-57-153-165

THE DIGITAL AGENDA OF ASEAN
ECONOMIC COMMUNITY 2025:
A RESPONSE FROM THE SINGAPORE AIRLINES

Evgeny A. KANAEV'
TIMEMO RAS, Moscow, Russia, e.a.kanaev@gmail.com,
https://orcid.org/0000-0002-7988-4210

Abstract: As the deadline for the establishment of the ASEAN Communi-
ty to 2025 is approaching, the association attaches increasing im-
portance to the digital dimension of the ASEAN Economic Community
(AEC). Arguably, the ASEAN is far from fulfilling its goals, mostly, in re-
gard to making Southeast Asia a unified manufacturing and doing busi-
ness area. Concerning the association’s plans to provide intra-ASEAN
cooperation with digital support, many obstacles remain in place. In
these circumstances, much will depend upon the “down-top” vector.
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COVID-19 pandemic period and distinguished fundamental factors be-
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AHHoTauums: Mo Mepe NPUBNMKEHUA CPOKa OTYETHOCTU O dopMUpPOBa-
HUM Coobuectea ACEAH po 2025 roga, Accoumnaumnsa yoenseT pacTtyllee
BHUMaHWe LUDPOBOMY U3MEPEHMUIO IKOHOMMUYecKoro coobuiecTtBa (IC)
ACEAH. MoxHo yTBep»paTb, 4To ACEAH He B nonHoM Mepe npeycnena
B OOCTWMDKEHUWM MOCTaBNIEHHbIX LEeNen, rnaBHbiIM 06pas3oM, MNPUMEHU-
TeNbHO K BblpaBHWUBAHMIO YCIOBUIN OCYLLECTBIEHUS NPONU3BOACTBEHHOMN
N KoMMepyeckon gesaTtesibHocTu B KOro-BoctouHom Asmn. Ha nyTtu pea-
nmMsaumm nnaHos Accoumaumm no undpoBoM Nogaep)KKe BHyTpuacea-
HOBCKOIO COTpYyAHMYecTBa OCTaeTCH MHOXXeCTBO MPensaTcTBMN. B Takmx
YCNOBUSIX MHOIOe ByaeT 3aBUCETb OT «BEKTOPa CHU3Y». Heobxoaumo ne-
peHMMaTb OnbIT «4EeMMUOHOB OTpacnem» U3 CTpaH a3naTCKoro Ioro-
BOCTOKa, 0cob0oe MecTo cpefm KOTOPbIX 3aHMMaeT KoMnaHusa CuHranyp-
CKMe aBManmHun. B cTtaTbe aHanusmMpyoTcs Mepbl NO LMUPPOBOMN TPaHC-
dopmMaumnmn busHec-npoLeccos, peannsyembole CUHIaNypCcKUMM aBUanm-
HUAMU C aKLEHTOM Ha «MNaHAeMUWHbIN» Nepuroa, U BbIIBASIOTCA Koye-
Bble $aKTopbl MX ycrnewHoCcTU. C TOUYKM 3peHUsa aBTopa, XOTsa nMpumep
CUHranypckux aBuanmHMnM aenaeTca eauHUYHbIM, @ He CUCTEMHbIM AB-
NeHVneM KOMMepYecKUX MPaKTUK Ha npocTpaHcTBe HOro-BocTtouHom
A3unun, B npeacrosiLme rogbl AenoBble KPYrv pacrofioXeHHbIX TaM CTpaH
6yayT Bce akTMBHee 6paTb Ha BOOPYXXEHMe HapaboTaHHbIN KOMMaHuen
onbIT UM ero KtoyeBble KOMMOHEHTbI.

KnroyeBbie crioBa: DkoHoMm4yeckoe coobuiectBo ACEAH, ungpoBon pe-
rMoHasn3M, AesoBass AKTMBHOCTb, CUHIranypcKue aBuAINHUN, KOHKY-
PEHTHbIE NMpenMyLecTBa, LUngpoBas TpaHCchopMaLms.

Ona unmtmnpoBaHua: KaHaeB E.A. LindpoBaa noBecTtka SKOHOMUYECKOro
coobuiectsa ACEAH - 2025 1 nonuTtmMka KoMnaHum CuHranypckme ABma-
nuHUK // IOro-BocTouHas A3ma: akTyanbHble Npobrnembl pa3sutmg, 2022,
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As the ASEAN Community to 2025 is ASEAN’s key prospective
project, its successful realization is important from a substantial and reputa-
tional perspective. In light of this, the ASEAN Economic Community to
2025 (AEC-2025) rises to special prominence. Part of ASEAN’s effort to
translate its vision into reality relates to increasing the participation of the
business communities of its member states in order to make Southeast Asia
an area of promising commercial opportunities.

Against this backdrop, a contribution from internationally renowned
Southeast Asian companies, at least portraying them as examples of excel-
lence to incentivize the regional business community to follow leaders’ ex-
perience, becomes crucial.

Simultaneously, while the digital dimension in ASEAN’s economic
regionalism increases in significance, serious points of vulnerability are in
place. If so, Southeast Asian corporate powerhouses whose experience de-
serves emulating must make a record of digital achievements. In this spe-
cific context, the company Singapore Airlines deserves detailed considera-
tion.

ASEAN Economic Regionalism
and Its Emerging Digital Dimension

The ASEAN economic regionalism started in the 1970s, as the asso-
ciation initiated its first multilateral projects. Among them, Agreement on
ASEAN Preferential Trade Arrangements, Basic Agreement on ASEAN
Industrial Projects and the ASEAN Finance Corporation were of particular
importance. At the same time, however, they did not take off, as in the
1970s and the 1980s ASEAN’s key objectives focused on political rather
than on economic priorities. More than that, the international milieu within
and around Southeast Asia was not conducive to implementing multilateral
economic initiatives. As a result, the ASEAN member states relied upon
and benefited from cooperation within Japanese-led supply-production
networks rather than aimed to develop intra-ASEAN projects.

As time passed, however, the economic dimension of intra-ASEAN
agenda became an important priority for the association and its member
states. External and internal factors were behind that interest. Externally,
integration processes in other formats, for instance, APEC and the EU, in-
tensified, which was a challenge the association had to respond to. Internal-
ly, as the process of ASEAN expansion gained momentum, multilateral
economic cooperation embracing all the newcomers became a demand of
time. As a result, in the 1990s the Association launched large-scale eco-
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nomic initiatives, the key being ASEAN Free Trade Area (AFTA), ASEAN
Investment Guarantee Agreement and Framework Agreement on the
ASEAN Investment Area.

Although those initiatives can be regarded as successful, they could
not achieve their prime goal, namely, to make Southeast Asia an integrated
production and commercial area. More than that, as a boom of FTA in the
Asia-Pacific region started, prospects for ASEAN’s fragmentation became
real. In those specific circumstances, ASEAN initiated its key multilateral
project, namely, the establishment of the ASEAN Community, part of
which is the ASEAN Economic Community. Initially scheduled for 2015,
the project was later on extended to 2025. Fundamentally, both AEC 2015
and AEC 2025 aim to make Southeast Asia a unified market and produc-
tion area with minimal development gaps between its member states and
fully integrated in the global economy.

The project encounters numerous difficulties. The ASEAN member
states have been unable to develop intra-ASEAN global value chains
(GVCQ). At present, GVCs are undergoing a profound transformation, which
relates to their factors of development, core competences, entry barriers,
forms of property, network connections etc. The association and its relevant
bodies like the ASEAN Economic Community Council are outside this
process, as the GVCs operating in Southeast Asia are controlled by extra-
regional powers, mostly Japan (the automobile and the consumer electron-
ics sectors) and China (the Belt and Road Initiative). The ASEAN member
states have not established its own dispute-settlement centers of excellence:
the experience of SIAC has not been converted into ASEAN International
Arbitration Center'.

Nevertheless, the association realizes a vital necessity to provide its
multilateral economic initiatives with digital support. The goals of the
ASEAN Economic Community, both AEC-2015 and AEC-2025, were and
are difficult, if not completely unrealistic, to achieve without intensifying
digital cooperation between the ASEAN member states, as the scale factor
had been missing. In the mid-late 2010s, the Digital Silk Road as part of the
PRC’s Belt and Road Initiative gained momentum. Perhaps most im-
portantly, the ASEAN member states realized high vulnerability of their
critical infrastructure against cyber-attacks. An effective response to those
challenges needs to be premised on multilateral rather than individual ef-
forts.

In this context, the association intensified digital cooperation be-
tween its member states (although ASEAN started to explore this niche in
the early 2000s). Notable initiatives include ASEAN Agreement on Elec-
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tronic Commerce (2019) and the subsequent Work Plan on the Implementa-
tion of E-Commerce Agreement (2021), the Bandar Seri Begawan
Roadmap: an ASEAN Digital Transformation Agenda to Accelerate
ASEAN’s Economic Recovery and Digital Economy Integration (2021)
and ASEAN Digital Masterplan 2025 (ADM-2025). In specific terms,
ADM-2025 declares that ASEAN aims to be “a leading digital community
and economic block, powered by secure and transformative digital services,
technologies and ecosystem”, while the desired outcomes and enabling ac-
tions range from “an increase in the quality and coverage of fixed and mo-
bile broadband infrastructure” to “a digitally inclusive society in ASEAN"?,

The progress has been hampered by numerous factors. To begin,
physical infrastructure and data governance in Southeast Asia remain un-
derdeveloped. At the goal-setting level, the association did not specify
whether a digital single market (if any) corresponds to the goal of making
Southeast Asia an integrated area of industrial and commercial activity. For
instance, should the ASEAN digital single market be established before or
simultaneously with measures to make Southeast Asia a single market and
a single production base or an integrated and highly cohesive economy?
Gaps in ICT infrastructure include the intra-country (rural areas vs cities)
and the inter-country (for instance, Singapore vs Laos) coverage, speed (in
2020, to download information using the same phone in Singapore is ten
times faster than in Cambodia®), affordability, security and reliability and
other parameters of the broadband connection are significant. From n e-
commerce perspective, well-developed logistics is obligatory, while in
Southeast Asia the last-mile delivery has traditionally been a serious prob-
lem. Finally, digital payment solutions remain in their infancy, although the
fintech sector is gaining momentum in the region®.

The problem is aggravated by the external factor, as Southeast Asia
is squeezed between two projects — the US-led Indo-Pacific Economic
Framework (IPEF) and the Digital Silk Road as part of the Chinese mega-
strategy Belt and Road Initiative (BRI).

With regard to IPEF, several points warrant consideration. It cannot
be adopted to ASEAN prospective plans, as this initiative includes seven
ASEAN member states (Laos, Cambodia and Myanmar did not join it). As
IPEF is not a classic FTA with market access conditions, its participants
lack a strong incentive to support IPEF with digital instruments. It remains
unclear how IPEF will maintain interactions with the ASEAN-led RCEP.
In addition, China’s absence in IPEF adds to politicization of this initiative
and, by extension, of economic regionalism in the Asia-Pacific region with
negative implications for RCEP. Finally, IPEF does not aim to build trans-
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national infrastructure across Southeast Asia (as well as support it with dig-
ital instruments), which further decreases its relevance to the association.

Regarding the Belt and Road Initiative, the situation is different.
Beijing, at least from a vision perspective, does not aim to split ASEAN’s
unity (invite some countries to participate and ignore others). On the con-
trary, as China-ASEAN initiatives demonstrate, the PRC prioritizes coop-
eration with ASEAN as a whole. Chinese companies participate in multi-
lateral digital projects, like, for instance, ASEAN Smart Cities Network or
China-ASEAN Information Harbor. Importantly, China aims to integrate
the Digital Silk Road with the Health Silk Road, linking both with con-
structing industrial and social infrastructure across Southeast Asia. As a
result, ASEAN member states become more competitive, while gaps be-
tween their levels of development are narrowing. An important aftereffect
relates to prospects for upgrade of GVC-related tasks, which also requires
huge financial allocations in trans-national infrastructure. If so, China’s
assistance is truly invaluable.

Nevertheless, the political implications should not be disregarded.
From an instrumental perspective, China expands its influence across
Southeast Asia. For instance, dialogue with ASEAN, China links negotia-
tions on the South China Sea issue with laying underwater cables across
this maritime area. China’s “Internet Plus” policy adds to ASEAN’s vul-
nerability.

As a result, Southeast Asia needs its own digital success stories. Part
of this task accounts for using the experience of companies that have be-
come industry champions and are implementing large-scale and successful
digitalization programs. Undoubtedly, this practice needs expanding to oth-
er Southeast Asian companies.

Singapore Airlines
as an Industry Champion

The company Singapore Airlines (SIA) is a remarkable success story
of Southeast Asia’s corporate sector. The company has an outstanding rec-
ord of achievements®, while its brand is a synonym of supreme service
quality.

The company has an extraordinary history. In 1972, it became inde-
pendent from the Malaysian airlines and encountered a serious problem:
lack of domestic market. In those circumstances, the company had to oper-
ate in the international market facing tough competition. As at present hard-
ly a year passes without STA’s gaining prestigious professional awards, the
company can be rightfully regarded as an industry champion.
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This outcome has been predetermined by SIA’s ability to combine
contradictory, if not mutually exclusive, strategies. On the one hand, the
company implements the differentiation strategy based on improving func-
tional characteristics of its services. On the other hand, the company em-
ploys the cost leadership strategy based on cost saving management. Ac-
cording to M. Porter, this “stuck in the middle” position is disadvantageous,
as either strategy mentioned focuses on different instruments: investment,
management, corporate culture, staff incentives, etc.® At the same time,
however, the experience of Singapore Airlines demonstrates that a synergy
is possible. Several points are noteworthy in this regard.

SIA’s practices of person-power training is twice as long as the in-
dustry average. An emphasis on quality results in an increase in passenger
loyalty, and, by extension, on a high customer retention rate. As part of the
program Staff Ideas in Action (under the same abbreviation — SIA), the
employees are encouraged to offer new ideas. If a proposal does not take
off, no sanctions are imposed, as it is considered a “smart failure”. If an
idea turns out successful, its author is duly rewarded. As a result, SIA’s
management regularly receives valuable and inspirational ideas.

The person-power rotation within the company takes place every two
or three years. Because of this, divisional managers clearly understand what
their colleagues in other departments really care about. As a result, new
ideas and new ways of translating them into reality appear. This allows the
management to improve the quality of service systematically and save on
scale while broadening a scope of innovations.

SIA has one of the youngest aircraft fleets in the industry. This re-
sults in low costs for the aircraft maintenance and repair, as well as in low
fuel consumption. More than that, new aircraft have a higher usage rate: in
the first half of the 2010s, one STA aircraft flew 13.7 hours a day, while the
average industry indicator was 11.3 hours a day’.

The brand of one of the best world airline carrier allows SIA to enjoy
added advantages in interacting with suppliers. As a rule, the latter make
concessions on in-flight meals, drinks etc., in order to have a partnership
with SIA as a valuable reputational asset.

SIA’s person-power is efficient and hard working. Notably, money is
not the only motivating factor, as Asian values prioritize the collective
good over individualism. SIA’s famous and globally recognizable brand
attracts graduates from Singaporean top educational centers. From a finan-
cial respective, another factor matters: having worked in SIA for several
years, an employee can easily get a job in an American or a European air-
line company with a higher salary.
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Despite many professional awards and top positions in international
rankings, SIA’s headquarters is located in an ordinary airport hangar, and
the interior lacks luxury. It also allows the company to implement the cost-
saving strategy.

All the factors considered suggest that SIA’s approach focuses on
supreme quality, while everything that the customer does not see falls un-
der the cost-saving strategy. Challenging M.Porter’s views, this approach
resonates perfectly with Asian values. Eventually, it formed foundations for
SIA’s success story. In the context of SIA’s strategy, the following points
are noteworthy.

The key value STA creates is self-improvement beyond expectations.
The company is ready to constantly increase the quality of its services and
emphasizes collectivism as the central component of Asian values. The
consumer expectations that the company meets account mostly for social
harmony. An exceptional quality of service is seen through the prism of
traditional Asian socio-cultural perception, as even the smallest details
must be perfect. The target audience is highly educated middle class and
part of the category of afflients. As East Asian countries focus on the mid-
dle class formation as an important pillar of social stability, SIA’s emphasis
on social harmony is in demand across the region.

Concerning the key consumer motives, the following are noteworthy.
The security motive matters, as the passenger safety is among SIA’s key
priorities. This is exemplified by SIA’s aircraft fleet, as well as wide seats
associated with safety and high quality. The social motive deserves men-
tioning, as SIA has a well-recognized brand and many professional awards.
Judging by information from open sources, the company has never worked
with celebrities with poor reputation, which raises the consumer’s self-
esteem. Lastly, the discovery motive matters, as the company is a pioneer
in many areas of service: from food and entertainment to assistance to pas-
sengers with physical disabilities. A combination of the afore-presented
factors suggests that SIA creases a new consumer value.

On the whole, the company Singapore Airlines successfully imple-
ments a hybrid strategy that synergizes quality leadership with cost saving
management and that is supplemented by convenience and proximity to
customer. Although contrary to the traditional marketing paradigm, this
strategy resonates well with grass-root business trends, at least in the Asia-
Pacific region, premised on Asian values.
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The Singapore Airlines:
a Digital Perspective

SIA started its digital journey long before the COVID-19 pandemic.
A milestone event took place in September 2014, when the Social Media
Engagement Unit, operating in the 24/7 format, was established. STA main-
tains its Facebook pages in seven languages (English, French, German, Ital-
ian, Spanish, Turkish and Indonesian). In 2017, the company integrated
Singapore Airlines and Silkair's (a branch of the Singapore Airlines Group)
Weibo accounts, which aimed to attract Chinese customers. In 2018, the
Digital Innovation Blueprint was adopted. Its implementation is in synergy
with the Singaporean government’s plan to make the country the largest
tourism and innovation hub in the Asia-Pacific region. In January 2019, the
company opened the digital innovation laboratory Krislab, the main tasks
of which include research in blockchain technologies, augmented reality
and artificial intelligence®.

In developing its digital instruments before the pandemic, SIA part-
nered with universities, research and professional training centers. Notable
examples include the Agency for Science, Technology and Research
(A*STAR), the Singapore Economic Development Board (EDB), Civil
Aviation Authority of Singapore and the National University of Singapore.
Joint activities included research projects, seminars and round table talks
aimed at upgrading the company's digital instruments of revenue manage-
ment, person-power training, improving the service efficiency and optimiz-
ing the aircraft maintenance’.

After the COVID-19 pandemic started, STA undertook a number of
steps to upgrade its digital instruments. The company identified around one
hundred customer touchpoints important from a service quality perspective.
The measures undertaken by the Singapore Airlines fall into three broad
categories.

The first category relates to the time before travelers arrive at the air-
port. In fact, the Singapore Airlines became the first air company that im-
plemented a digital health verification process based on the TATA Travel
Pass Framework'’. As their flights approache, passengers can schedule or
re-organize their individual check-in or immigration entry processes. Addi-
tionally, passengers can use SIA’s “Manage Booking” function to obtain
relevant information on pre-departure procedures and requirements. Lastly
yet importantly, travelers can choose newspapers, menu items etc., to be
given them when on board, while duty-free goods can be ordered digitally
and delivered both on board or to home addresses'.
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The second category of measures focuses on the digitalization of
Changi Airport that lost 98% of its passenger traffic as the pandemic start-
ed". In those circumstances, a set of timely steps — from contactless kiosks
and printing baggage tags by scanning QR codes to re-organizing self-
service buffet at SilverKris Lounge — was implemented. Notably, the digital
factory known as DIVA (the abbreviation means digital, innovation, ven-
tures and analytics) in cooperation with companies in and around Changi
Airport run projects related to cutting edge computing, artificial intelli-
gence and the internet of things". Those partners provided DIVA with
niche skills, including agile coaching, software engineering and data ana-
lytics.

The last category encompasses is about onboard and after flight ser-
vices. Trying to minimize contacts with high-touch points, SIA developed
ways to connect travelers’ mobile devices to its entertainment system
KrisWorld. After the flight, travelers may stay in touch with the company
through Kris+ app, which allows collecting miles, using loyalty programs
etc.

A milestone event in the Singapore Airlines’ digital journey took
place in January 2022, when SIA and the National University of Singapore
(NUS) established the Digital Aviation Corporate Laboratory'. Its activity
includes the following directions.

Revenue Management and Dynamic Pricing. By means of big da-
ta, price elasticity estimation, dynamic prices and similar instruments, the
company aims to optimize its revenue management System.
From this perspective, notable contribution is made by NUS’ Institute of
Operations Research and Analytics (IORA), Business School, School of
Computing, and Department of Industrial Systems Engineering and Man-
agement that provide high-quality expertise.

Transforming Competency and Skill Development. This direction
aims at making professional training programs more efficient by using digi-
tal instruments like eye tracking, Augmented Reality and Virtual Reality so
that optimize on-going flight stimulation processes. Those instruments are
seen as complementary to the already developed programs and refresher
courses.

Employee Wellness. It includes fatigue and alertness-related
measures. In case efficient approaches to cabin crew fatigue mitigation and
employees’ productivity are developed, the company will further increase
its service excellence and simultaneously employ cost-effective manage-
ment techniques. This line of SIA’s effort is supported by NUS’ School of
Computing and the Duke-NUS Medical School.
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Passenger Comfort, Sleep and Cabin Service. This direction aims
to further increase SIA’s service excellence by using data analytics, the
sleep and the behavioral science etc. Specifically, SIA aims to increase the
quality of its cabin seat products (to make seats maximum comfortable),
improve in-flight sleep quality instruments, re-organize factors (from light
and sound to ways and time services are provided) that affect passengers’
sleep. More importantly, the company strives to shift from grasping and
interpreting passengers’ psychophysical state to anticipating it by using big
data analytics.

The efforts undertaken by the Singapore Airlines brought fruit. The
company received prestigious professional awards. SIA Cabin Crew Digital
Ecosystem became the leader across all industries in Singapore’s 2021
Techblazer Awards (the enterprise category)'®, while innovations imple-
mented at Changi Airport received IDC’s 2021 Future Enterprise Award
(Special Award for Digital Resiliency) across the Asia-Pacific region'.

In sum, an upgrade of digital instruments is among top priorities of
the company Singapore Airlines. In the years to come, SIA’s emphasis on
digital technologies is likely to become stronger due to the aftereffects of
the COVID-19 pandemic and increasingly competitive business milieu in
Southeast Asia and beyond.

Conclusion

The analysis of ASEAN-led regionalism, including its digital dimen-
sion, in Southeast Asia reveals that the realization of ASEAN’s initiatives
encounters serious obstacles. They relate not only to Southeast Asia itself,
although lack of, for instance, ASEAN global value chains or legal mecha-
nisms designed specifically for the ASEAN Economic Community under-
mine ASEAN’s prospective plans. No less importantly, ASEAN’s present
efforts to develop the digital agenda of cooperation in Southeast Asia are
hampered by the shortcomings that the association inherited from the pre-
digital times, for instance, underdeveloped infrastructure and institutions.
Those obstacles are exacerbated by an unfolding competition between the
Indo-Pacific Economic Framework and the Digital Silk Road, which adds
to ASEAN’s vulnerability.

The company Singapore Airlines is a remarkable success story of
Southeast Asia’s corporate sector. The company exemplifies how different
and even mutually conflicting strategies can be synergized to achieve im-
pressive results. This is supplemented by SIA’s present emphasis on devel-
oping effective digital instruments. Ample evidence, including prestigious
professional awards, proves that the company is on the right track.
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Although the company Singapore Airlines is an individual example
rather than widespread practice, its experience, or at least its individual
components, is likely to be emulated by other Southeast Asian companies.
The quickly intensifying economic and commercial competition in South-
east Asia leaves them no other choice.
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