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 Providing an analysis of multilateral power markets, this book examines 
power interconnection in Southeast Asia, especially among the ASEAN 
countries. 

 It uses evolutionary experience of electricity interconnection and trade 
in three international markets that have relevance for ASEAN to draw upon 
common global themes. Specifically, it compares the Southern African 
Power Pool, the European grid, and Nord Pool. Discussing the progress 
made among ASEAN countries in regional energy integration, with a 
particular focus on the Greater Mekong Sub-region interconnection, it also 
examines the recently announced interconnection concept between Lao 
People’s Democratic Republic, Thailand, Malaysia, and Singapore. 

 Exploring the challenges facing ASEAN interconnection of power grids 
in the context of previous experience elsewhere in the world, this book 
presents a template for appropriate best practice in terms of technical, 
political, and financial requirements. It will therefore be of value to decision 
makers interested in the political economy of energy in Southeast Asia, as 
well as academics working on Energy Politics and Southeast Asian Politics. 
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 Introduction 

 The demand for electricity is steadily increasing in Southeast Asian coun-
tries as the result of ongoing economic and population growth. Although 
these countries have abundant and diversified energy resources, the uneven 
distribution of these resources and different stages of economic development 
between individual countries make addressing growing demand require-
ments challenging. The International Energy Agency (IEA) estimates that 
the Association of Southeast Asian Nations (ASEAN) will need to deploy, in 
aggregate, 354 gigawatts (GW) of additional capacity for power generation 
by 2040 which would require investments of US$618 billion in genera-
tion and US$690 billion in the transmission and distribution sectors. 1  

 The ASEAN Plan of Action for Energy Cooperation (APAEC) recog-
nizes that integrating power grids and enabling cross-border electricity 
trade can help ASEAN member states address their regional energy chal-
lenges. Interconnections create positive impacts in terms of ensuring energy 
security and power system reliability, while also creating economic oppor-
tunities and the formation of new partnerships. Specifically, there is grow-
ing interest for the potential of utilizing hydropower resources in the Lower 
Mekong region to not only power countries in the region, but also to supple-
ment increasing electricity demand requirements in neighbouring Thailand, 
Malaysia, and Singapore. 

 Drawing upon some common themes across three international examples 
of interconnected grids, we draw lessons for pursuing integration activities 
between Lao PDR, Thailand, Malaysia, and Singapore (LTMS) and discuss 
possible approaches for establishing a wider common market for electricity 
in ASEAN. 

 The book analyses the development of power interconnection in South-
east Asia and, more specifically, ASEAN, focusing on the proposed inter-
connection between LTMS. In our analysis, we provide an overview of the 
evolution of electricity interconnection and trade in three international mar-
kets we believe to be relevant for ASEAN, specifically, Southern African 
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Power Pool ( Chapter 2 ), European electricity markets ( Chapter 3 ), and 
Nord Pool ( Chapter 4 ). We also discuss the progress among ASEAN coun-
tries in regional energy integration with a particular focus on the Greater 
Mekong Sub-region (GMS) interconnection, the first significant project in 
ASEAN that involves several countries’ trading power. 

 In the review of the experience of selected regional electricity markets 
around the world, we identify some key elements of integration that emerged 
independently as those markets have evolved. These are as follows: 

 • Coordinated physical infrastructure development; 
 • Standardized and harmonized rules of operation; 
 • Some form of market competition; and 
 • Empowered governing or coordinating institutions. 

 Prioritization of these elements and the sequence of steps to achieve them 
are not straightforward, as they depend on current circumstances of the 
regional market’s environment and history. As such, these elements are 
still undergoing development in the international markets under review in 
this book. 

 Market integration in Europe adopted a top-down integration approach, 
capitalizing on the legal system of the European Union (EU) and mature 
country power networks. In contrast, Nordic and Southern African markets 
developed on an incremental and voluntary basis, driven by the utilities 
themselves: a bottom-up approach. Given diverse regional circumstances 
in ASEAN, and the absence of an overarching legal system like in the EU, 
we believe that the latter approach is more suitable for ASEAN than the EU 
model. 

 The importance of coordinated infrastructure development is particularly 
important in markets with growing electricity demand, such as the South-
ern African Power Pool (SAPP) and ASEAN. Insufficient generation and 
transmission infrastructure in Southern Africa seriously limit the progress 
of the otherwise successfully evolving market and undermine the benefits 
of market integration. Lack of infrastructure development there is driven by 
non-cost-reflective tariffs, low market transparency, and weak protection 
of third-party investors. These aspects deserve consideration by ASEAN, 
where the required generation capacity is expected to double by 2040. 

 Another important question is whether deregulated electricity sectors in 
particular ASEAN countries create barriers for cross-border power trade. 
While this is a matter of national policy in each sovereign country, we 
note that deregulated markets facilitate cross-border power trade only at 
a fairly advanced stage and thus are not a limiting factor during the early 
stages. Nevertheless, separation of generation and transmission is highly 


