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Figure 5: Average Governance Indicator for ASEAN Economies, 1996–2005 
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Source of basic data: Kaufmann et al. (2006). 
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Overall, the different institutional indicators show a positive relationship between economic 
performance and institutional quality in the ASEAN member countries. That is, the countries 
that have been doing  well economically are also the ones that scored well in  terms of 
institutional quality (e.g., Singapore, Malaysia, and Thailand). Also, it is noteworthy how Viet 
Nam has come close to, and even exceeded at times, the Philippine scores. 

 
Therefore, de Dios and Hutchcroft (2003) argue that the most fundamental need in the 
Philippines is to improve the overall performance of government, insulate it from the plunder 
of  oligarchic  groups,  and  promote  new  types  of  private  sector  initiative.  In  particular, 
sustained economic growth requires significantly improving the quality of the bureaucracy. It is 
probably unlikely for the Philippine bureaucracy to achieve for instance Singapore’s level of 
coherence and capacity.  But even incremental changes can enhance provision of the 
basic  legal  and  administrative  underpinnings  necessary  for  the  effective  functioning  of 
markets. In any institution building program, it is particularly important to concentrate on the 
enhancement of key agencies’ administrative capacity, including the new Central Bank, the 
Securities  and  Exchange  Commission,  and  the  Bureau  of  Internal  Revenue.  To  date, 
economic reform efforts that merely remove restrictions on competition have been the most 
successful.  Initiatives  that  would  require  sustained  administrative  capacity  are  more 
complex. For instance, simply liberalizing the banking sector does  not resolve ongoing 
deficiencies in regulatory capacity. More generally, broader programs of economic reform do 
not obviate the need to address  other political and institutional problems (de Dios and 
Hutchcroft, 2003). 

 
Institutions  can also be characterized according to the economic roles they perform. In 
particular, Tavares (2002) identified three different areas of institutional development, which 
affect the growth of an economy—the legal system, the governance of the firm and financial 
markets.  The  next  subsection  presents  a  broad  diagnostic  of  the  level  of  institutional 
development of financial markets and economic performance. 
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