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[bookmark: _GoBack]The ASEAN’s economic growth tend to decrease over time. On the other hand, environmental quality in ASEAN was also decreased along with economic growth’s decrease. It showed that the process of economic development in ASEAN still decline the environmental quality, whereas the worst environmental quality could became negative externality that could reduce the output in many sectors of the ASEAN’s economy. In addition, ASEAN Economic Community (AEC), as integration form of ASEAN economic activity, should consider environment as one of the objects of development by its economic policies. This paper aimed to analyze the two way relationship among economic development and environmental degradation in ASEAN with the factors which influenced it and formulate environmental-based economic development strategies for AEC. This paper used a panel data from eight ASEAN countries with the time period of 2004 – 2013. The analysis methods used in this paper were descriptive analysis and simultaneous equation model with panel data. The estimation method which used to estimate the parameters in simultaneous equation model with panel data was Error Component Two Stage Least Square and Fixed effect Two Stage Least Square. The results showed that the two way relationship among economic development and environmental degradation in ASEAN was exist. Moreover, Gross Domestic Product (GDP) per capita and energy consumption had significant effect on environmental degradation in ASEAN. Both GDP per capita and energy consumption had positive impact on environmental degradation. On the other hand, carbon dioxide emission per capita and trade openness had significant effect on economic development. The carbon dioxide emission per capita had positive impact on economic development, meanwhile trade openness had negative impact on economic development in ASEAN. Therefore, the economic development strategy for ASEAN countries should be directed to the increase of GDP per capita and the reduction of energy consumption. Some strategies, which had been applied by European Economic Community, that could be implemented as AEC environmental-based economic development strategies are (1) export-oriented trade policies to increase GDP per capita; (2) energy source transformation, from fossil fuels to renewable energy resources, to decrease the energy consumption which caused environmental degradation.

