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SUMMARY

The present document reviews issues and developments relevant to the subprogramme on regional economic
cooperation.  It should be read in conjunction with document E/ESCAP/1049, containing the report of the
Committee for Regional Economic Cooperation on its sixth session.

The focus of the document is on the need to link microeconomic and macroeconomic tools to deal with
problems of financial services, trade in commodities, small business facilitation, and "environmental
restructuring".  The document also gives an account of the recent developments in Indo-China.
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INTRODUCTION

1. The present document covers the following issues relevant to the subprogramme on regional

economic cooperation:  financial infrastructure for trade and investment, trade in commodities, small

business facilitation and "electronic commerce", and the implications of environmental management

standards for industrial restructuring.  The document also reports on recent developments in Indo-China.

 It should be read in conjunction with document E/ESCAP/1049 containing the report of the Committee

for Regional Economic Cooperation on its sixth session, which deals with important issues relevant to

the subprogramme, such as prospects for enhanced regional linkages among the economies; the

institutional framework and policy dialogue for the promotion of industrial restructuring; progress in the

implementation of the Action Programme for Regional Economic Cooperation in Investment-related

Technology Transfer; and review of the outcome of the first World Trade Organization Ministerial

Conference:  policy implications for, and technical assistance requirements of, developing member

countries of ESCAP.  The report of the Committee also refers to the issues that were on the agenda of

the ninth meeting of the Steering Group of the Committee for Regional Economic Cooperation:  trade

efficiency in the context of air cargo movement and the spread of electronic commerce; development

and promotion of information technology for industrial and technological applications; and cross-border

trade and transactions.

I.   ENHANCING INTRAREGIONAL FINANCIAL LINKAGES FOR FURTHERI.  
ENHANCING INTRAREGIONAL FINANCIAL LINKAGES FOR FURTHER

EXPANSION OF TRADE AND INVESTMENT

2. There are two broad areas in which the contribution of financial services to the development of

trading and investment links is considered to be vital.  The first is in the traditional field of trade finance.

In this field, banks render two distinct services: (a) they provide information, i.e. market intelligence and

a credit assessment of the counterparts involved; and (b) they provide financial support in the form of

credit facilities for the trading transactions.  This last service is particularly important for the

development of new exports and new markets with banks supporting their growth through the provision

of pre- or post-shipment finance or through anyone of a variety of new instruments, such as forfeiting

(essentially the discounting of export bills).  Often such facilities have, in turn, been provided some

refinancing by the central banks of the countries concerned.

3. Banks render such services either via their own networks of branches or through inter-bank

correspondent arrangements.  It is striking to note in this context that there are very few financial

institutions from within the region, even from the most dynamic economies of East and South-East Asia,

with significant interregional or intraregional branch or correspondent networks.  Such network facilities

are still provided by developed country financial institutions.  It is, of course, difficult to assert, without

the benefit of research, whether there is a real lack of such finance inhibiting intraregional flows of

goods and services or whether in the absence of a sufficient volume of trade flows start-up costs are



E/ESCAP/1050
Page 2

/...

deemed by regional commercial banks to be too high and profitability prospects too low.  A prima facie

case, however, seems to exist requiring further investigation.

4. From the provision of trade finance arises the second support service that many banks in the

region have begun to render more recently: this is in the field of investment and capital market

transactions.  Often, trade flows are followed, in turn, by financial flows as companies move across

borders, with international banks as the principal intermediaries in the process.  Their intermediation can

take the form initially of supporting the establishment of distribution networks in what was previously

an export market and, in due course, as a sufficient volume of sales is built up, of structuring investment

in an assembly or manufacturing operation.  Few, if any, firms contemplating or implementing a foreign

venture would do so without the active involvement of an international or investment bank as an

intermediating entity.  This consists not just of financial support at the appropriate stage but of

assistance in the choice of a local partner as a fellow investor in the foreign location, the selection of

professional support services of accountants, lawyers and taxation experts, and finally in the financial

structuring of the investment itself.  The evidence from the region suggests that the development of such

supporting services in the region, especially of a cross-border nature, appears to have lagged behind

substantially. It could thus be a contributory factor to the slower relative growth of trade and financial

flows in some parts of the Asian and Pacific region.

5. The direction of causation in the role of supporting financial services in the development of

trade and financial flows can run both ways. However, there is reason to believe that financial services

might be more in the nature of a spur to the development of trade and financial flows rather than a

response. This is for the simple reason that, except for the internal transactions of transnational

corporations, trading or financial transactions would be impossible to fructify without the intermediation

of a financial institution. In the case of capital market operations, once an economy has reached a certain

size, and when private corporate activity has progressed beyond informal financing arrangements,

institutional capacity in the area of capital-raising is clearly a prior requirement.  Hong Kong and

Singapore have already established a major regional role in this area.  They have also built up

international networks in the main financial centres of the world over many years, by virtue of their

early institutional development.  They are thus able to cater for clients from both within and outside the

region. They are now being joined by financial institutions from Indonesia, Malaysia and the Republic

of Korea in capital market operations, increasingly eschewing involvement with London- and New

York-based institutions in favour of building up and exploiting regional inter-banking relationships.2 

While the majority of initial public offerings, privatization and

/...

                                                
     2  S. Sargent and D. Yu, "The challenge of the domestic banks: dream or reality?", Asiamoney, vol. VII, No. 7 (September
1996).
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syndications are still lead-managed by, and consequently have to be placed or distributed in, the

developed country financial institutions and markets, the situation is changing rapidly.  Interregional and

intraregional transactions will grow as domestic capital markets and the institutions serving them

acquire a critical mass in the different subregions of Asia and the Pacific as a whole. Furthermore, such

capacity will be increasingly required as infrastructure financing through capital market transactions

becomes more important in the years ahead.

6. The broad outline of what is needed from a regional perspective thus appears to be as follows:

(a) operational strengthening of the financial institutions of those countries in the region which have

been slow to develop interregional and intraregional trading, investment and financial links; (b)

promotion of their institutional capacity to develop interregional and intraregional trading and

investment links for better exploitation of the regional capital market capabilities on behalf of their

clients; and (c) improvement of the credibility and standing of their domestic operations with positive

repercussions for the creditworthiness of their host economies outside the home base.  Trade and

investment flows do not occur in a vacuum but need efficient intermediation by financial institutions.  It

would be useful to investigate how member economies of the ESCAP region can strengthen their

domestic financial institutional capacity in the trade financing field.

II.  EMERGING ISSUES AND PROBLEMS IN THE FIELD OF COMMODITIES

7. Trade liberalization, whether unilateral, as part of the ongoing economic reform process, or

resulting from the commitments under the Uruguay Round agreements, is expected to have significant

implications for trade in commodities.  Indeed, improved market access for commodities is expected to

benefit the exporting developing countries through increases in export revenues as well as

simultaneously importing a new dynamism to the rural economy which would help trigger economic

transformation and poverty reduction.  The sustained rapid economic growth in the dynamic developing

economies of the Asian and Pacific region is expected to generate increasing demand for a wide range

of foods, agricultural items, raw materials and mineral commodities, many of which could be sourced

from other developing countries.

8. To develop commodity trade and mitigate fluctuations in export earnings brought about by the

short-term commodity price instability which generally characterizes world commodity markets,

commodity-dependent developing countries have in the past implemented a variety of measures,

including both price stabilization mechanisms and developmental programmes.  It was under the

auspices of the United Nations Conference on Trade and Development (UNCTAD) that two decades

ago an international commodity strategy emerged in the form of the Integrated Programme for

Commodities linked to a common pool of finance, the Common Fund for Commodities (CFC), which

provided the framework for negotiations to establish a series of international commodity agreements

aimed at maintaining prices within a certain range.  However, at the end of the 1980s all but one of these

agreements had collapsed or were otherwise non-operative.  The 1990s thus opened with no effective



E/ESCAP/1050
Page 4

/...

price stabilization mechanisms in place and, moreover, no renewed interest in the need for such

mechanisms.

9. In line with the present trend towards trade liberalization, commodity-dependent developing

countries are going through a process of deregulation.  In this changing environment, traditional

measures to develop commodity trade must give way to new kinds of measures and mechanisms that are

more market-based, but with governments still continuing to play a supportive and catalytic role.

10. Against this background, a number of issues emerge as especially important for in-depth

consideration by commodity-dependent developing countries.  There is a compelling need for

diversification in their commodity trade.  However, diversification must take place in a manner that is

commercially viable and sustainable and preserves the natural environment.

11. The major challenges for these countries, therefore, lie in their capacity to take full advantage of

this new liberalized trading environment and to be able to produce the range of appropriate commodities

for which a global and regional demand is likely to emerge.  It is then essential that these countries not

only continue to take long-term measures to strengthen the supply-side factors in their commodity sector

through infrastructure development and improvement of research and extension, but also develop new

initiatives through the use of market-based mechanisms to meet these challenges.

12. Market and marketing techniques are changing rapidly.  Indeed, dictated by an increasingly

competitive trading environment, more pragmatic trading techniques need to be adopted.  These include

sophisticated market-based instruments such as futures contracts, options and swaps, and contractual

methods that enable the commodity-exporting developing countries to protect themselves against the

possibility of any adverse development in commodity markets of interest to them.  The introduction of

these modern trading techniques will enable the commodity-exporting developing countries to mitigate

the adverse effects of price fluctuations on their economy.  However, since these trading instruments are

evolving continuously, commodity-exporting developing countries need to keep abreast of them and be

sensitized to their advantages and disadvantages.

13. Dissemination of market information remains a crucial element for expanding exports.  Of

particular importance is information on potential commodity demand, especially with regard to

importing country requirements, including regulations, tariff and non-tariff regimes, product quality

requirements and market preferences.

14. To better enhance the contribution of the trade sector to the national economic development,

developing countries need to pursue the promotion of both domestic and international trade in

commodities with the increased participation of the private sector.

15. In this new trading environment, relevant trade policy reforms and renewed economic and

technical cooperation among concerned commodity-dependent developing countries and with other

more advanced commodity-exporting countries become even more vital for those countries if they want
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to take full advantage of the available opportunities in commodity trade.

16. The secretariat has conducted a series of research studies focusing on the potential

diversification prospects for selected individual commodities such as coffee, tea and pulses. 

Consultative mechanisms in the form of producers' forums were provided to producing-exporting

developing countries of such commodities as jute, tropical timber, silk and coffee, enabling the

participating countries to review the major issues and constraints of their respective commodity sector

and to develop a technical assistance programme of cooperative activities.

17. The Midrand Declaration and A Partnership for Growth and Development, adopted at the ninth

session of the United Nations Conference on Trade and Development held at Midrand, South Africa, in

April-May 1996, urged the international community to endeavour to support and promote horizontal and

vertical diversification by commodity-dependent developing countries, especially the least developed

among them.  Moreover, CFC was requested to direct its commodity development programmes more

towards commodity sector diversification projects, as well as to promote commodity market

development.

18. Complementing the initiatives being taken at the global level, the secretariat will focus its

technical assistance activities on sensitizing policy makers and traders to the issue of commodity price

risk management and new export marketing techniques.  Dissemination of information, particularly on

new markets and product quality requirements, will be pursued, as will activities geared towards

enhancing the marketing capacity of commodity export-oriented small and medium-sized enterprises. 

The secretariat will also continue to provide consultative forums for commodity-dependent developing

countries, particularly least developed countries and Pacific island economies, to address emerging

problems and issues in the field of commodities.

III.   LINKAGE-INTENSIVE DEVELOPMENT AND SMALL BUSINESS
FACILITATION STRATEGY

19. The importance of small businesses arises from the fact that they comprise a significant sector

in the economy of the developing countries in the region.  They account for around 90 per cent of the

total number of enterprise establishments and contribute a share in sales (domestic and export) and value

addition of around 20-30 per cent.

20. Small businesses can and should also play an essential role in two areas.  First, the increasing

globalization of the world economy and the substantial lowering of tariff barriers will require the

existence of a strong small business sector capable of producing goods that can compete with imports

for the local market.  Second, large enterprises have come to depend heavily on the presence of a strong

small business sector, without which they would be unable to reach the level of competitiveness

required in the international markets.

21. However, the global economic scenario characterized by rapid technological development



E/ESCAP/1050
Page 6

/...

demands fresh and flexible approaches by countries and firms of the region so that they can retain their

competitive advantage as new global systems take firmer shape.  Many key features of the global

economy remain unclear and fluid, dictating that those features and strategies that are clear should be

taken as guides for the future.  One such feature is the "linkage-intensive development strategy" the key

elements of which are, first, the increased use of trade as a vehicle for growth and diversification and

second, technological upgrading.

22. Trade matters much more for the well-being of economies in the region than it did a few

decades ago. There is thus increasing pressure to become internationally more productive and efficient. 

Successful trading in the global environment, which relies on speed of delivery and quality of service,

cannot be achieved without the use of modern and effective information systems, which require the

firms to review all their procedures affecting the supply of products or services to the customers. 

Information networking is a cost-effective method for developing countries in the ESCAP region to

improve information access to and from partner countries.  It has come to represent an effective tool for

linking information providers (supply) and users (demand) for trade transactions.  Decisive action is

essential to eliminate redundant procedures, rationalize those that remain, and integrate them into a

coherent and seamless approach.

23. In strategies designed to realize specific benefits the tools required for the practical realization

of the goals of such strategies need to be identified.  Electronic commerce tools are emerging both as an

answer to well-defined market needs and as the result of new standards and technologies.  A proactive

approach to implementing electronic commerce would mean improved end results; drastic reduction in

transaction time and costs; strategic advantage; links with suppliers contributing to the creation of

strategic alliances; and strengthened customer relations through the quality and quantity of timely

information.

24. While electronic commerce promises to facilitate the accession of business information and

transmission of commercial documents, the challenges to be met to tailor it to the needs of the small

business enterprises of the region are indeed major.  Small businesses are no doubt disadvantaged in

international trade in comparison with multinational firms.  They face barriers that the larger firms can

easily cross:  language and culture, large physical distances, lack of access to business information, and

differing business and administrative practices.
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25. Electronic commerce technologies, if introduced in a planned manner, can reduce many of these

barriers significantly.  Since traders will be using transactions that are internationally accepted and

transparent, the possibilities for misinterpretation that arise through culture and language differences are

diminished.

26. Similarly, as business and administrative processes become harmonized, the need to keep track

of hundreds of practices is no longer a consideration.  Finally, with electronic data interchange (EDI),

data can be transferred almost at the speed of light, and therefore physical distances do not matter much.

 Business facilitation based on electronic commerce offers the best hope for the small firms in the

region.3

27. This brings us to the most important issue:  how to introduce linkage-based development

strategies to catalyse small business facilitation in the developing countries of the region.

(a) Experience has shown that the benefits from such linkages are greatly reinforced in a

framework of economic policies that encourage competitive private enterprise.  They also embody a

high standard of macroeconomic management signalled by reasonably stable prices, interest and

exchange rates, and a sound fiscal framework.

(b) There is also a growing realization that macroeconomic stability and an open, competitive

and deregulated economy are necessary but are not sufficient conditions for an independent process of

economic growth and changing production patterns.

(c) The success of the dynamic Asian countries has shown that emerging competitiveness

now depends not so much on advantages in terms of wage costs or natural resources as on the quality of

people and the technological capacity and competitive strategy of enterprises.

(d) International trade is increasingly carried on in line with the idea of networks.  Exports

and imports increasingly form an integrated network with various links:  suppliers, production,

transport, imports, distribution, marketing, financing, and legal and financial services.  The

competitiveness of a product will depend on the efficiency of each of these links.

(e) The breadth and scope of such small business facilitation intervention are so varied that it

cannot be initiated by firms individually.

(f) The effective introduction of micro-level efficiency is not a technical challenge but a

management problem.  It presupposes institutions that can coordinate and integrate the key players in

the replenishment pipeline.
/...

                                                
     3  Trade facilitation is a microeconomic activity that complements the macroeconomic agreements reached in the Uruguay
Round of GATT.  Whereas the GATT agreements concentrate on providing a framework for the flow of trade between countries,
trade facilitation focuses on the transactions between companies involved in international trade: the trader-to-trader relationship,
and in reducing both the procedural costs and the delivery and payment barriers that exist today.
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28. The secretariat has been undertaking several activities for the development of small and

medium-sized enterprises.  These have been implemented at the regional, subregional and national

levels in close cooperation and consultation with other regional commissions, United Nations

organizations such as UNCTAD and the United Nations Development Programme (UNDP), and other

international and regional bodies.  However, much more needs to be done to catalyse the development

of small businesses in the region, particularly in the area of trade facilitation.

29. In view of the above, the work programme of ESCAP in trade facilitation could include:

(a) Analysis, review and modelling of the key elements of international transactions in

commerce and logistics, with particular emphasis on their information content and the communication

methods used by the small business (paper or electronic);

(b) Development of recommendations that simplify, harmonize or eliminate practices and

procedures used in trade transactions in the region;

(c) Ensuring that electronic commerce tools serve the facilitation requirements of small

business effectively;

(d) Identifying legal constraints that affect the procedures, practices and tools facilitating

international trade transactions;

(e) Promoting and supporting the establishment and ongoing activities of national trade

facilitation organizations, taking advantage of the best practices currently in use;

(f) Maintaining close liaison with national trade facilitation organizations to better

understand their trade facilitation needs and encouraging cooperation among them so as to use trade

facilitation as a "building block" for regional cooperation.

IV.   IMPLICATIONS OF ENVIRONMENTAL MANAGEMENT STANDARDS
FOR INDUSTRIAL RESTRUCTURING

A.   Issues relating to industrial restructuring

30. During the last three decades, the Asian and Pacific region has emerged as the most dynamic

part of the global economy.  At the same time, regional industrial restructuring based on rapid changes

in the regional division of labour and competitive strengths has served to link the production structure of

several economies through increased trade and investment, accompanied by relocation of industries and

technology transfer.

31. The emergence of the region as a major player in the global economy has given rise to both

challenges and opportunities for developing and developed countries.  Low labour costs and rising

productivity in the Asian countries have boosted their exports at the expense of the environment, which

in turn is posing a threat to some sectors in the industrial countries.  As a result, trade friction between
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the two sides has escalated, while concerns about a "hollowing-out" of industry is increasing in the

developed countries.  On the other hand, a greater number of transnational corporations have found

various ESCAP members to be attractive markets and destinations for investment.  Consequently, this

increasing competitive drive and economic openness have given rise to concerns about possible

detrimental effects on the environment.  Expanded trading opportunities in natural resources and

hazardous products and the associated development of potential "pollution havens" have also added to

fears about the environment.

1.  Environmental dimensions of industrialization

32. Environmental problems of industrial origin have occurred since time immemorial but attempts

to deal with them are a relatively recent phenomenon, especially in the developing countries of the

Asian and Pacific region, although some developed and developing countries have been experiencing

the adverse impacts of industrialization for a long time.  The nature, scope and extent of the impact of

industrial development vary in different areas and subregions.  The developed countries of the region,

such as Australia, Japan and New Zealand, embarked on environmental policy intervention in the early

1970s.  In the following years, interventions were made increasingly more stringent.  The developing

countries of the region, the majority of which were latecomers to industrial development, initiated

environmental policy formulation mostly in the 1980s.

33. Almost all countries of the Asian and Pacific region seem to have acted to abate industrial

pollution, at least through legislation or at the policy statement level.  However, in general, with the

exception of developed countries and newly industrializing economies, there has been a failure to

translate such intentions into action.  Policy makers continue to see industrialization and environmental

protection as contradictory processes, that is, one can be achieved only at the cost of the other.  Owing

to poverty and underdevelopment, these countries rely heavily on industrial development for the

creation of jobs and the expansion of the economic base.  Most of the policy makers in these countries

believe that only industrial development can ensure the future growth and development that is needed to

create the means for supporting environmental agendas.

34. As the general pattern of policy intervention for controlling industrial pollution is reactive in

nature, most of the policy decisions have focused primarily on end-of-pipe methods of pollution control.

 Moreover, the choice of policy instruments for this purpose is predominantly guided by the command-

and-control approach.  Such an approach, though costly, has been partially successful in the developed

countries.  Approaches to environmentally sound development of industries in the region have been

based primarily on zoning, the use of environmental impact assessments, environmental standards and

limited application of market-based instruments.  The main constraints on sustainable industrial

restructuring and development in the region are the limited use or understanding of internationally

accepted environmental management standards and clean technology; weak institutional capacity for
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monitoring and enforcing pollution control measures; and the lack of public-private collaboration.

2.  Industrial restructuring and clean technologies

35. The globalization process is bringing with it a gradual change in the structure and way of

operation of enterprises.  New management practices, forms of organizations and approaches to

industrial development have opened up possibilities for the introduction of new and cleaner methods of

production, making existing operations obsolete, and creating innovative and eco-friendly products. 

These trends are bringing into focus new paradigms in product mix, cleaner production techniques, trade

and investment patterns, factor intensity and quality management considerations.

36. A shift to more environmentally sound methods of production could be viewed as one of the

major tasks for regional industrial restructuring in the next 10-15 years.  It will require a major re-

evaluation of existing methods in the light of their environmental impact.  The governments of the

region will need to create regulatory and incentive regimes which induce industrial firms to do a

thorough costing of the environmental resources they use when evaluating alternative production

techniques.  When firms must internalize those "external" costs, they will have strong incentives to

replace technologies that are intensive in the use of environmental resources.  Compliance with stricter

environmental standards set by national governments and regional or global conventions could also

boost demand for cleaner technologies in the region.  This in turn could have far-reaching implications

for industrial restructuring.  Within industries, firms will not only need to restructure and revamp

existing production processes to reduce pollution and waste emissions but will also be required to make

input/material modifications and upgrade operational practices.

37. The ability of developing countries to receive, transfer, adopt and develop clean technologies,

and manage them, will depend on the extent of the development of endogenous technological capability

and human resources.  The transition to more cost-effective, competitive and environmentally

responsible methods of production will require a deeper understanding of the entire production process

and of the managerial and technological systems involved.  Thus the ability to apply clean technologies

in an optimum manner will be determined not so much by measures specific to the various technologies

available as by an overall synergy of organizational, managerial and technological resources and

strengths of enterprises and countries.

38. A major challenge for the Asian and Pacific region will be to stimulate efforts by firms in the

region to develop and adopt cleaner technologies and management practices.  At the very least,

governments will need to put in place mutually supportive policies on the environment and industrial

development which could then foster more widespread diffusion of cleaner technologies and

environmentally sound management methods throughout all economic sectors.

B.  Implications of environmental management standards
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39. Technology and its transfer have a central role to play in the relationship between industrial

development and the environment.  They are a fundamental means for breaking the link between growth

and pollution accumulation.  However, this can only come about if an adequate incentive structure is in

place first.  Furthermore, while trade and world market integration can facilitate the transboundary

transfer of cleaner technologies, the improvement of market performance, competitiveness, productivity

and the strengthening of the export capabilities of developing member States can only be built on a

sound basis of valid and internationally recognized environmental and quality management standards

such as ISO 14000.

1.  Economic instruments for environmental management

40. Economic instruments and various non-regulatory measures can be valuable tools for the

establishment of sustainable practices because they provide a strong incentive force, while leaving

individuals and industries freedom of choice as to the precise measures they adopt.  Charges, resource

taxes, tradable permits, subsidies and performance bonds can be incentives to industry to meet

environmental standards and comply with environmental management standards in the most cost-

effective way.  In effect, they use market forces so that both producers and consumers are moved

towards environmental objectives.  They are progressive in that they stimulate the development of

sustainable technology and management practices.  They can promote efficiency, reduce the costs of

enforcement and generate revenue.  Of course, the precise approach will depend on national

circumstances.  In countries where the market forces are imperfect, there may be a tendency to rely more

heavily on regulatory policies, while in those that are enjoying relatively open and liberalized market

situations, where adequate pricing mechanisms exist, and where there are a large number of polluters,

economic instruments can be an effective means for achieving environmentally satisfactory solutions in

an aggregate sense and in a democratic manner.

41. Pricing policies, standards and subsidies can be used to encourage industry to adopt

technologies that use resources more efficiently.  High prices in energy, water and raw materials can

stimulate resource conservation.  Phasing the introduction of standards that exceed the present capacity

of the regulated industry so that it can develop the necessary technology before the effective date of the

legislation is a useful procedure.  Subsidies, funded by taxes on high-input technologies, provide a

further means of moving industry towards low-input (and non-polluting) processes.

2.  Implementing environmental management standards

42. The development and implementation of new concepts of environmental standards, such as ISO

14000, are emerging as important tools within a company's overall management system.  Although it

may be too soon to predict how these practices will affect the environmental and economic performance,

it is most likely that their application will make the environmental implications of industrial processes
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and technologies more transparent, and will promote the adoption by companies of measures to promote

ecological efficiency, the transfer of environmentally sound technologies, and cleaner production. 

Preparations to implement environmental management systems such as ISO 14000 will present new

challenges for many developing countries in the ESCAP region.  Obviously, company managers must

familiarize themselves with these tools.  In addition, government officials and public sector policy

makers, especially those involved in industry, technology and trade matters, should start to take

appropriate action.

43. ISO 14000 is a new series of environmental standards to provide organizations with guidance

on setting up environmental management systems that can be integrated with other management

functions to help organizations achieve satisfactory environmental and economic performance.  The

standards cover:  environmental management systems; environmental auditing; environmental labelling;

environmental performance evaluation; life-cycle assessment; terms and definitions; and environmental

aspects of product standards.  Although a wide range of clean technologies and waste reduction

techniques currently exist and are available for most manufacturing steps, the introduction of technology

alone will not lead to sustainable industrial restructuring and optimum approaches for reducing waste

and pollution.  Only a comprehensive and integrated system of environmental management standards

implementation which takes into account managerial commitment; the establishment of an environment

policy; data collection and documentation control; cost-effective technology selection and

implementation; employee training; and programme monitoring and certification can make any

meaningful impact in this regard.

44. The ISO 14000 standards were developed as the result of two events: the Uruguay Round of

multilateral trade negotiations under the General Agreement on Tariffs and Trade (GATT), and the

United Nations Conference on Environment and Development, held at Rio de Janeiro, Brazil, in 1992. 

While GATT covered the necessity of removing so-called technical barriers to trade, the Conference

helped gain the commitment of the international community to protection of the environment.  ISO

14000 is expected to help bridge the two goals of protecting the environment and expanding the world

economy.

45. Although firms will introduce ISO 14000 measures on a voluntary basis and governments will

not introduce regulations specifying that these standards must be followed, it is expected that the more

proactive and environmentally conscious sector of the business community will quickly follow the

standards, creating the "pull" factor causing others to follow suit.  Those organizations that cannot

comply with the standards may lose business partners, thus limiting their ability to form strategic

alliances.  Indeed, ISO 14000 will affect the ways in which organizations conduct dealings with

suppliers, contractors, customers, bankers, creditors and other parties.

46. At the country level, ISO 14000 can affect international trade.  Companies are beginning to

exert influence on their business partners with regard to environmental considerations.  This is
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happening in the absence of ISO 14000.  The introduction of ISO 14000 will make it much easier for

companies to exert their influence in the future.  If a country is slow to follow ISO 14000, it seems

plausible that business firms within that country will find it increasingly difficult to do business in other

countries.  The country's competitiveness may drop, and it may find itself in the awkward position of

having its business opportunities snatched away by other countries that are better prepared for the

adoption of ISO 14000.

C.  Initiatives for regional cooperation

47. The implementation of cleaner production and eco-efficiency initiatives offers new

opportunities for productive partnership or cooperative arrangements within and between developed and

developing countries of the region.  Partnership or cooperative arrangements that are specifically

designed to promote the transfer and diffusion of cleaner production technologies, and management

practices and methods, to developing countries and economies in transition need to be fully explored.

48. Partnerships or cooperative arrangements must focus on the management of technological

change.  The transition to more cost-effective, competitive and environmentally responsible methods of

production requires a deeper understanding of the entire production process and of the technological

systems involved.  The issue for many member States may be access not so much to a particular

technology as to the process of technological transformation and sustainable industrial restructuring.  As

the capacity for handling the "software" part of the technology package has become a key requirement,

more sophisticated education and training of firm managers, engineers and other senior staff involved in

the generation of technological innovations are needed to understand the links between technology

performance, competitiveness and environmental benefits.

49. More information is needed from governments, business and industry, and regional and

international organizations on the use and effectiveness of policy and other measures adopted by the

public and private sectors to promote and accelerate the demand for environmentally sound

technologies.  This information could provide greater insights into  (a) how environmental concerns are

becoming a driving force behind technological innovations, (b) the capability of private sector

companies to restructure technologically and conform to more cost-effective, competitive and

environmentally responsible methods of production,  and (c) trends with regard to the size and structure

of environmental technology markets.

50. The collaborative and strategic interaction between private sector entities and institutions of the

region involved in scientific research and technological development needs to be further strengthened

and supported.  The demand for small and medium-sized enterprises to introduce technological

innovation in productive processes is growing in order to expand their market operations and create job

opportunities.  However, they lack the resources and experience to engage in R & D.

51. In order to properly follow up on the foregoing ideas with concrete action, there is need to

design and operate a pilot project for three countries to demonstrate how industrial restructuring can be
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effected in small and medium-sized enterprises of a particular group of industrial sectors through

integrated environmentally sound technology transfer services from a carefully convened consortium of

specialist intermediaries.  A low-investment, self-sustainable model developed by the Asian and Pacific

Centre for Transfer of Technology (APCTT) is proposed for further promotion in Asia and the Pacific. 

The secretariat, together with APCTT, can test in a few countries and promote this model in other

countries in the region.  The process should involve consultations with all the stakeholders concerned.

V.   SUBREGIONAL COOPERATION IN INDO-CHINA:
RECENT DEVELOPMENTS

52. Against the backdrop of globalization and open competition, a number of new economic

cooperation and integration schemes have emerged, not only bringing the developing countries in the

region or subregion together but also encompassing the markets in the developed countries.  A prime

example of such convergence between South-South and North-South cooperation can be found in the

Indo-China subregion.  With the dynamic economies of ASEAN in its backyard, the Indo-China

subregion is emerging as a centre of growth with significant economic and development potential.

53. Subregional cooperation in Indo-China has also attracted the attention of international donors

and agencies, which are increasingly preferring a subregional approach in their development assistance

programmes and strategies.  This is evident from a number of initiatives for subregional cooperation that

have emerged within the last five years, involving both developed and developing countries.

54. The oldest initiative for cooperation in the subregion, the Mekong River Commission has its

origin in the Committee for Coordination of Investigations of the Lower Mekong Basin (Mekong

Committee) which was established in 1957 under the auspices of ESCAP, then ECAFE.  After a long

period of building mutual trust and understanding among the riparian countries for subregional

development, MRC was established in 1995 as an independent intergovernmental body.  The focus of its

activities is to promote cooperation among the riparian countries in all fields of sustainable

development, utilization, management and conservation of the water and related resources of the

Mekong River Basin.

55. The Asian Development Bank (ADB) has been playing the role of facilitator in its subregional

economic cooperation in the Greater Mekong subregion programme initiated in 1992, and encompassing

the three countries of Indo-China, as well as Myanmar, Thailand and Yunnan province of China. 

Initially focused on infrastructure development projects, for which agreements or endorsements have

been made on over 100 subregional projects identified, the scope of the programme has expanded to the
�soft infrastructure� aspects of cooperation.

56. The Forum for the Comprehensive Development of Indo-China was initiated by the

Government of Japan in 1994.  The Forum focuses mainly on the sharing of information and voluntary

coordination among the donors and international agencies.  Since the Ministerial Meeting held in Tokyo
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in February 1995, two working committees, one on infrastructure development and another on human

resources development, were established to review the ongoing and planned projects involving the three

countries of Indo-China.  Furthermore, the Private Sector Advisory Group has been established to

absorb the views and opinions of the private sector into the development projects and to enhance the

private sector activities, namely trade and investment, in and with the subregion.

57. The Working Group on Economic Cooperation in Cambodia, the Lao People's Democratic

Republic and Myanmar was established at the meeting of Association of South East Asian Nations

(ASEAN) Economic Ministers and the Minister of International Trade and Industry of Japan in Chiang

Mai, Thailand, in September 1994.  The aim of the Working Group is to promote the economic

development of Cambodia, the Lao People�s Democratic Republic, Myanmar, as well as Viet Nam, and

to bring these countries into the structure of international specialization developing in Asia by

strengthening economic linkages between these countries and ASEAN, thereby contributing to the

maintenance and promotion of the dynamic growth of the Asian region as a whole.

58. A more recent initiative in the subregion is ASEAN-Mekong Basin Development Cooperation,

established by the ASEAN leaders in December 1995. The ASEAN Ministerial Meeting held in Kuala

Lumpur in June 1996 agreed on several areas of cooperation, with initial focus being placed on

developing a Trans-Asia Railway network and a mechanism for financing development projects for the

subregion.  Since Viet Nam has already joined ASEAN and the membership of Cambodia, the Lao

People�s Democratic Republic and Myanmar is expected to follow soon, this ASEAN-led initiative

holds promise to further promote a forward-looking mechanism of cooperation using the technical

cooperation among developing countries (TCDC) modality.

59. Heightened international attention, as exemplified by these and other initiatives for subregional

cooperation, should augur well for the development of the countries of the Mekong subregion.  Careful

attention, however, should be paid to ensure coordination and to exploit complementarities among these

various initiatives so as not to create duplication or a burden on the recipient countries.  At the regional

consultative workshop on development challenges and the role of development cooperation in Indo-

China, organized in Phnom Penh in June 1996 by the Development Assistance Committee of the

Organisation for Economic Cooperation and Development (OECD), a forum for policy coordination

among bilateral donors, participants observed that the institutional capacity of recipients had not kept

pace with the growing aid levels and number of donors in the subregion.

60. Efforts for coordination have been attempted at various forums, including at the Sixth

Ministerial Conference on Subregional Economic Cooperation, organized by ADB in Kunming, China,

in August 1996.  A number of options were reviewed on how best to ensure coordination between and

among various initiatives, keeping in mind the best interests of the participating countries.  While it

appeared difficult, if not impossible, to have one country or agency responsible for coordination at all

levels, it was emphasized that there was need for the sharing of information among various initiatives.
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61. ESCAP has been monitoring the developments in each of these initiatives and cooperating

closely with them to avoid duplication and to promote coordination, keeping in view the

complementarities in resources and expertise of the concerned parties.  Under the Forum for the

Comprehensive Development of Indo-China, ESCAP has been appointed as one of the cooperating

agencies, responsible for the Private Sector Advisory Group.  In the Greater Mekong subregion

cooperation programme, ESCAP has been cooperating closely with ADB especially with regard to the

transport sector, and jointly organized a seminar on the benefits of acceding to international conventions

on land transport facilitation for countries of the subregion in Bangkok in November 1996.  ESCAP is

also working closely with ADB and the Pacific Asia Travel Association (PATA) in tourism

development in the subregion.  Similarly, ESCAP participated in various expert group meetings under

the Working Group on Economic Cooperation (see para. 57 above) and provided inputs in the areas of

trade and investment policy review, transport and tourism.  Preceding the ASEAN initiative of ASEAN-

Mekong Basin Development Cooperation, ESCAP conducted a comprehensive study on the

requirements for the development of the Trans-Asian Railway in the Indo-China and ASEAN

subregions in 1996.

62. Ultimately, the initiative for coordination and priority-setting should come from the recipient

countries themselves.  Their continuing commitment to cooperate among themselves holds a key to the

success of the future cooperation in the subregion.  Despite evident economic interdependence among

countries in the subregion, there exist a wide array of impediments for the further expansion of

economic activities.  Policy coordination in the areas of trade and investment, including harmonization

of customs procedures and facilitation of cross-border movement of goods and people, would require

close attention.

63. In this regard, speedy and smooth integration of Indo-China into the framework of ASEAN

cooperation would be a major step forward for subregional economic cooperation in the near future. 

The secretariat organized a regional seminar on cooperation in trade and investment in what would be

the �ASEAN-10� subregion, jointly with the ASEAN Secretariat in Jakarta in February 1997.  In further

promoting cooperation in the areas of trade, investment and, in that context, transition to the market-

oriented economies and development of human resources, the role of ASEAN countries as active

partners in TCDC and tripartite cooperation is expected to become increasingly significant.

64. Mobilization of financial resources poses a major challenge for giving practical shape to

cooperation in the subregion.  After the considerable efforts that have been made to identify priority

projects, various initiatives for cooperation have reached the stage of implementation.  It is apparent that

the total amount of resources required for implementing even just the priority activities would be far

beyond the limited capacity of the donor countries and international agencies.  Therefore, it would

become increasingly necessary to avoid duplication among the various initiatives for subregional
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cooperation as well as to enhance the involvement of the private sector.

65. Although efforts are being made to explore various modalities to encourage private sector

participation in financing development projects, particularly in infrastructure development, few

initiatives are directly targeted at developing the domestic private sector in the subregion.  This is

essential not only for attracting the foreign investment that is accelerating the economic growth of the

subregion, but also in developing a strong and viable domestic private sector which would contribute to

achieving higher living standards for the people in these countries.

66. The secretariat, through its activities relating to the Private Sector Advisory Group under the

Forum for the Comprehensive Development of Indo-China and in other forums, is focusing on

encouraging greater private sector involvement in development projects in the subregion.  The

secretariat has initiated networking among the chambers of commerce and industry in the Mekong

subregion, with a view to strengthening their mechanisms of support for the domestic private sector and

foreign investors.  As a follow-up to the first meeting held in September 1996, an offer was made by the

Thai Chamber of Commerce to provide training programmes for other chambers of commerce in the

subregion.  There is scope for further exploring such forms of cooperation using TCDC and tripartite

cooperation modalities.

67. Although it may still be premature to evaluate the success of cooperation initiatives in the Indo-

China subregion, its experience could offer valuable lessons for other subregions in Asia and the Pacific

which possess the potential for further growth through cooperation.  With a view to strengthening inter-

subregional linkages and exchanging experience, the secretariat has been organizing consultative

meetings of the executive heads of subregional organizations since 1994.  Furthermore, within the

framework of resolution 52/10 of 24 April 1996 on the Revised Action Programme for Regional

Economic Cooperation in Trade and Investment, the secretariat is undertaking studies to examine the

possible linkages between the members of various regional economic cooperation arrangements.

68. Lessons from the Indo-China subregion could be especially relevant for North-East Asia, which

offers considerable potential for intra- and inter-subregional cooperation as it encompasses China and

Japan, two of the major trading countries in Asia.  As a follow-up to the eighth meeting of the Steering

Group of the Committee for Regional Economic Cooperation, held in Seoul in March 1996, which

considered the issues of subregional economic cooperation in North-East Asia through TCDC and

tripartite cooperation and the establishment of a North-East Asia business forum, the secretariat will

undertake further activities in these areas to explore specific opportunities for cooperation, in

accordance with resolution 50/8 of 13 April 1994 on the strengthening of subregional economic

cooperation in North-East Asia.

69. Similarly, as follow-up to resolution 52/11 of 24 April 1996 on the strengthening of subregional

economic cooperation among the south-western member countries of ESCAP, including the member

countries of the Economic Cooperation Organization, the secretariat has been able to mobilize resources
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70. The Commission is requested to deliberate on the issues and developments presented in this

document, as well as on any other issues it deems relevant to the subprogramme, including those that

were on the agenda of the sixth session of the Committee for Regional Economic Cooperation and the

ninth meeting of its Steering Group, and to provide guidance to the secretariat in terms of its future

programme of work and priorities.


