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INTRODUCTION

The Asia-Pacific region continues to outperform the rest of the world in the pace of overall 
growth. Trade-led expansion continues to feed   the region’s economic dynamism. The 
strong recovery in exports since 2009 has helped the region overcome the slowdown 
caused by the global economic and financial crisis, but this strategy of export-reliance 
is coming under increasing scrutiny. Continued overdependence on uncertain external 
demand creates risks and vulnerabilities. Increasing attention is therefore being given 
to fostering domestic sources of demand through investment  in infrastructure and social 
sector and reforms aimed at addressing rising inequality.

The social impacts  of focusing exclusively on economic growth are being increasingly 
questioned. While high growth rates are important, not least for their direct and positive 
contributions to poverty reduction, evidence of growing disparities in income and social 
well-being are prompting a re-evaluation of policy. Unequal access to employment 
opportunities, education, medical care and basic amenities, such as energy, are causing 
serious concern and threaten future social stability and development. 

Much of this year’s Report is devoted to an examination of the circumstances under which 
trade, investment, and trade facilitation  can support inclusive growth: that is, growth 
which benefits all. We label the set of policies that bring this about as “inclusive trade 
and investment”. The main message of the Report is that the region’s dominant export-
led growth model should not be abandoned but  needs  to be supplemented by a range of 
complementary measures and policies, not the least social protection and employment 
policies to make trade and  investment more inclusive. While regional economies have 
largely succeeded in achieving sustained economic growth, additional policies are required 
to spread the benefits of that growth more fairly: to reduce poverty; limit rises in inequality; 
widen access to opportunities; and bring excluded groups in from the margins. It is not 
enough simply to hope that rising wealth will eventually work for the benefit of all. The era 
of “trade and invest now, distribute gains later” has thus come to its end; we need to think 
of a new model to turn the tide towards   “inclusive trade and investment”.

EXECUTIVE SUMMARY
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TRENDS AND DEVELOPMENTS IN TRADE AND INVESTMENT

PART ONE

Developments in 2012, and thus far in 2013, prove that regional demand is not immune to 
the persisting weak economic performance of major developed economies. Indeed, even 
previously strong performers like China and India continue to be buffeted by economic 
headwinds from outside the region. In both cases, the era of double digit growth appears to 
be over (ESCAP, 2013). In China, ongoing weakness in key destination markets, continues 
to adversely affect the country’s exports and economic growth. This, in turn, will have 
knock-on effects for other economies in the region which are major suppliers to China. The 
same linkages are at work between India and economies linked to its market, although to a 
lesser degree given the smaller presence of India in global manufacturing exports.

It is estimated that the merchandise exports and imports of the region’s developing 
economies will see growth below 6% in real terms in 2013. A modest improvement to 7% 
is expected in 2014. Today, China absorbs more than 30% of the exports of Asia-Pacific 
developing economies, in particular raw materials and inputs for processing. Therefore, 
the region’s trade prospects depend strongly on China’s growth. Given some recovery in 
import demand in the United States, exports from China are expected to improve from 
the sluggish growth of 2012 to reach about 8% growth in 2013. Exports by most of the 
developing Asia-Pacific trading partners of China are thus forecasted to expand in 2013 
in real terms. This growth is expected to range from a low of 2% (Singapore) to a high of 
8% (Thailand). However, this forecast is uncertain, and risks remain on the downside. The 
fragile recovery in the United States could be derailed, and the European Union is unlikely 
to return to strong growth in the near-term.  

Slow growth presents another challenge to the “factory Asia” model of regional integration. 
Policymakers have to boost growth without relying on unstable demand from larger 
economies within and outside the region. This suggests the urgency of reforms to both 
the demand and supply sides of the economy: first, to strengthen domestic demand by 
boosting consumption, and in some cases, investment; and second, to increase efficiency 
and productivity in order to raise competitiveness. International openness will be an 
important element of growth strategies. But, as this Report argues, liberalization must 
also be matched with measures that enhance the inclusiveness of growth as well as 
strengthen productive capacity.  

Growth in commercial services trade lost pace in 2012

Asia and the Pacific registered the highest growth rates for commercial service exports 
and imports in the world, at 5.2% and 5.9%, respectively. These rates were, however, 
less than half of the rates achieved in 2011. Nevertheless, Asia-the Pacific increased its 
share of global exports in several services sectors including: construction; computer and 
information services; and personal, cultural and recreational services.

Commercial service export performance varied widely by subregion. In 2012, the Pacific, 
and South and South-West Asia, saw the lowest growth in commercial service exports 
(0.1% and 0.8%, respectively) of all Asian and Pacific subregions. Imports of commercial 
services into South and South-West Asia contracted by close to 13% in 2012. In contrast, 
the same year, North and Central Asia recorded the highest growth in commercial service 
exports and imports of all Asian and Pacific subregions (11.4% and 17.5%, respectively).

Asia-Pacific is learning how to live and prosper 
without double-digit export growth
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Despite volatility resulting from global economic uncertainties, the developing economies 
of the region have shown more resilient growth in service exports than the developed 
economies. This has been mainly driven by strong growth in exports of computer and 
information services, communication, and travel services. 

Tourism was one particular bright spot. After some uncertainty, the first half of 2013 
showed better than expected growth of tourist arrivals globally and in the Asia-Pacific 
region, with South-East and South Asia leading the way. The region captured almost 
23% of total global international tourist arrivals. But worryingly Pacific islands’ share of 
arrivals fell to just 1.2% of the region’s total. The most dynamic growth in international 
tourist arrivals was recorded in Bhutan and Georgia (39%), Sri Lanka (31%), Myanmar 
(26%), Cambodia, Thailand and Viet Nam (20%). After the 2011 disasters, Japan made a 
comeback: increasing tourism receipts by 37% in 2012. 

Services are an integral part of production networks and global value chains and, as 
such, an essential driver of efficiency and competitiveness. The rise of global value chains 
has been attributed to the reduced costs of service links, as those chains depend on the 
availability of affordable and efficient services such as transport, logistics, communications, 
finance, and business and professional services in general. The recognition of the true 
value directly or indirectly created by services in manufacturing production, distribution 
and marketing, has become known as “servicification”. It is now recognized that services 
constitute a much higher share of world trade than the 20 to 25% previously calculated using 
gross value measures. These new higher estimates are more in line with the recognized 
contributions of services to employment and GDP. This better understanding of services’ 
huge contribution to growth highlights the importance of developing countries improving 
their service sector efficiency.  

Asia and the Pacific remains a leading investment hub

Developing countries in the Asia-Pacific region account for 33% of global foreign direct 
investment (FDI) inflows, reflecting the established position of the region as a leading 
investment destination. FDI inflows to the East and North-East Asian subregion were $215 
billion in 2012, down 8% from the previous year. The decline can be attributed to weaker 
inflows to China, the Republic of Korea and Hong Kong, China.

China, however, continues to attract impressive levels of FDI; investments in 2012 totaled   
$121 billion. Rising production costs and weakening export markets have been pushing 
foreign companies to relocate from China to lower-income countries, but China is still the 
leading FDI recipient in the developing world and is attracting  investments from other 
developing countries as well.

In 2012, inflows to the South-East Asian subregion amounted to $111 billion, up by 2% 
compared to the previous year, making it the only subregion in Asia and the Pacific that 
continued to experience FDI growth. This growth has been supported by FDI into labour-
intensive sectors and value chain activities in low-income countries such as Cambodia, the 
Philippines and Viet Nam.

The South-East Asian subregion is likely to benefit from the establishment of the ASEAN 
Economic Community (AEC), which aims to create a single market with free flows of goods, 
services, skilled labour and investments by 2015. One of the goals of AEC is to further 
improve connectivity in the subregion and integrate industries in order to promote regional 
sourcing. This will also likely increase FDI flows within the subregion.
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Despite  efforts of India to reform  FDI policy and simplify investment procedures, FDI 
inflows to the country dropped by 29% in 2012. To reverse this trend India would need to 
upgrade infrastructure and strengthen ties with key investment and trade partners.

In Japan, growth in FDI nearly tripled in 2012, with the value of  FDI inflow rising to $1.7 
billion. Continuing uncertainty over the Japanese economy going forward is likely to affect 
the volatility in FDI levels to the country in the years ahead, although recent economic 
stimulus measures by the Government might bring about  economic growth and  attract 
new FDI.

As the economic relevance and dynamism of the Asia-Pacific region is increasing, 
intraregional FDI flows are replacing those from the developed economies. East and 
North-East Asian countries have become major investors in other Asia-Pacific countries; 
China and the ASEAN region being the most attractive destinations. 

Unacceptably high trade costs undermine benefits for least developed and landlocked 
developing countries

The objective of trade facilitation is to reduce the cost of international trade transactions 
through simplification and harmonization of trade procedures. Along with improving the 
availability of, and access to trade related infrastructure, streamlining trade procedures 
has become essential for firms in developing countries to participate effectively in the 
regional and global production networks that are responsible for an increasing share 
of global trade flows. This  Report uses three different metrics to track the progress 
of regional economies in  terms of trade facilitation. Based on the findings of ESCAP’s 
survey, despite the significant overall progress observed , implementation of specific trade 
facilitation measures in the region’s developing economies is generally lacking.

Not surprisingly, implementation of trade facilitation and paperless trade varies significantly 
across Asian countries: Singapore, Japan and the Republic of Korea lead the way, followed 
closely by Thailand. In contrast, the least developed countries and landlocked developing 
countries from the region generally remain far behind in overall implementation of trade 
facilitation and paperless trade. It is encouraging, however, that many of these countries 
have established national trade facilitation bodies to facilitate both inter-agency and 
public-private sector collaboration on trade facilitation (including Azerbaijan, Bangladesh, 
Cambodia, the Lao People’s Democratic Republic, Mongolia and Nepal).  

Another metric used to monitor progress in trade facilitation is by using comprehensive 
trade costs. This Report uses the most recent version of the ESCAP-World Bank Trade Cost 
Database to review the performance of economies in the Asia-Pacific region. In most cases, 
it remains costlier to trade between Asian subregions than between Asian subregions 
and countries or regions outside Asia and the Pacific. For example, the cost of trading 
between the ASEAN-4 economies (Indonesia, Malaysia, the Philippines and Thailand) and 
SAARC-4  (Bangladesh, India, Pakistan and Sri Lanka) is almost double that between the 
ASEAN-4 and the United States. Similarly, trade costs between North and Central Asia and 
the ASEAN-4 are more than twice those between North and Central Asia and the France, 
Germany and the United Kingdom (the EU-3). Similarly, trade costs between Pacific island 
developing economies and the ASEAN-4 are much higher than between those economies 
and the United States. An exception to the general lack of intraregional trade connectivity 
between Asia-Pacific subregions is the connectivity between East and South-East Asia. 
Indeed, trade costs between these two subregions are found to be similar to those 
prevailing in intra-ASEAN trade.
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The third metric used in the Report is a newly designed index measuring the overall trade 
facilitation performance of a country along the international supply chain.  This index is 
based on the Trading Across Border indicators from the World Bank Doing Business Report 
and the Liner Shipping Connectivity Index of UNCTAD. The top five world performers (out 
of 180 economies) in terms of their connectivity to international supply chains are all Asia-
Pacific economies, namely, Singapore; Hong Kong, China; the Republic of Korea; China; 
and Malaysia. In general, countries from East and South-East Asia have better Connectivity 
Index scores than those from other subregions in Asia and the Pacific. Mongolia, although 
landlocked, obtains a higher ranking compared to many other developing countries since 
it uses China’s maritime ports. South Asia and Central Asia subregions fare much worse, 
with Sri Lanka the only country that ranks within the top tier of the 180 countries included 
in the ranking. The landlocked Central Asian countries rank lowest.

In summary, both the enormous performance gaps between the countries of the region 
and the significant scope for further reducing trade costs and enhancing supply chain 
connectivity are highlighted in the Report. While trade facilitation begins at home, a 
successful outcome of the WTO negotiations on trade facilitation would be useful in 
providing guidance and a renewed mandate for countries to engage in trade facilitation 
reform. Similarly, a regional arrangement on the facilitation of cross-border paperless 
trade, as envisaged in ESCAP resolution 68/3 adopted by ESCAP member States in May 
2012, would certainly be helpful in reducing the trade facilitation gaps between countries 
of the region as well as to confirm the region’s leadership in using information and 
communication technologies for inclusive and sustainable trade and development.

Prolonged crisis has not caused a massive recourse to protectionism 

Despite still dealing with  the challenges of a prolonged economic crisis, many countries 
have refrained from introducing protectionist measures. This has been in large part due to  
the changed nature of global production and trade, in particular the rise of global production 
networks.  The rise of these networks  has also prompted countries to take further efforts 
towards trade liberalization in certain sectors, especially for intermediate goods.

Trade liberalization has been pursued mainly via tariff reductions. In contrast, measures 
that restrict trade have been implemented using more opaque  procedures  mainly targeting  
imports of minerals, machinery, vehicles and food items. The manufacturing sector, 
followed by agriculture, has been most affected by these less-transparent trade restrictive 
measures. Trade remedy measures have also been used as a tool of protection particularly  
against steel, organic chemicals, machinery and mechanical appliances, paper and man-
made staple fibres. On balance, it  appears that the global financial crisis has not caused  
a massive recourse to  trade remedies as an instrument to deal with market pressures. 
However, some countries have been affected more significantly. For instance, products 
originating from China have faced  substantially higher anti-dumping duties than those 
imposed on products from other countries. In the Report, it is also noted that the use of 
anti-dumping measures is increasingly becoming a South-South phenomenon, with China 
being again the main target.

Even as the  trade impacts of import restrictions on the aggregate remain low,  the tendency 
to use discriminatory measures to protect domestic markets is discernible in many poorly 
performing economies in the region.  These measures and tariffs, certainly undermine the 
participation of many developing countries in international and regional trade.

Reforms to preferential trade policies needed in order to promote development of  
countries with special needs

The global economic crisis of 2008-2009 does not appear to have derailed the use of 
preferential trade agreements (PTAs) by Governments to secure access to foreign markets 
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and defend domestic markets, however the pace of signing new PTAs is slowing. The total 
number of agreements involving economies in Asia and the Pacific is estimated to be above 
220, of which 150 are in force and the remainder is at various stages of negotiation.

A growing number of agreements have overlapping memberships but retain different 
provisions on: the timetable for tariff reductions; product coverage of preferences; rules 
of origin; and the inclusion of “WTO-plus” provisions. This resulting complexity has been 
dubbed the “noodle bowl” phenomenon and is largely blamed for increased trade costs 
and reduced opportunities for new trade and investment. A large number of the least 
developed countries and landlocked developing countries in the region remain excluded 
from preferential agreements or are not able to utilize them fully.  Therefore there is a 
clear and rather urgent need to improve the regional integration of these countries. The 
least developed countries are also recipients of a number of unilateral tariff concession 
schemes. While these schemes provide preferential market access, more effort is needed 
to improve the supply capacity of beneficiary countries. More liberal rules of origin, in 
particular with regards to the issue of “cumulation” is also of critical importance to assist 
the least developed countries. Cumulation refers to allowing inputs sourced in one least 
developed country to be used in production without affecting the final products’ originating 
status and thus jeopardizing its qualification for preferential access to export markets. 
“Open cumulation” would permit all the beneficiaries to use each others’ intermediate 
materials in production. This would allow better integration of the least developed 
countries and further the establishment of regional supply chains.
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This Report reviews whether international trade and investment policies have supported 
inclusive growth in the Asia-Pacific region and considers how more inclusive growth can 
be fostered in future. 

The findings are not predominantly encouraging. The region has achieved dynamic 
economic growth matched with significant reductions in absolute poverty. However, there 
has not been similar success on other aspects of inclusiveness. In particular, inequality 
within many countries has worsened. Moreover marginalized and vulnerable countries 
did not succeed in capturing a proportionate share of the benefits created by the region’s 
growth. Put simply, the orthodox approach which emphasized using trade and investment 
to increase overall growth, and considered distributional issues as secondary, has not 
produced fully inclusive societies. Continuing to pursue trade and investment under that 
model risks heightened social instability and weakened resilience. 

Inclusive trade and investment could have lifted even more millions of people out of 
poverty

The expansion of trade and investment in the Asia-Pacific has helped lift millions out 
of poverty, permitting the global success of halving poverty five years ahead of the MDG 
target timeframe.  But more than half of the world’s poor still live in Asia. If the trade- and 
investment-led growth pursued to date had been more geared towards  inclusiveness, the 
number of poor would today be even lower. For instance, some sectors generate more 
jobs than others for a given increase in exports – they have greater export elasticity of 
employment. Policies targeting these sectors and encouraging their expansion would thus 
do more to create jobs and be more pro-poor.  Similarly, most poor people still work in the 
informal sector or within countries or regions that are not well connected to economic 
centers. Better connectivity through improved hard and soft infrastructure would assist 
deeper integration and enhance opportunities for economic participation. Linking trade 
and investment policy to national development strategies, and explicitly addressing the 
challenges of poverty, is one important recommendation for policymakers in the region. 

The shift towards  inclusive trade and investment requires a new vocabulary…  

The Report sets out to investigate the conditions and policies under which trade and 
investment  will instead deliver more inclusive outcomes. While literature abounds on 
“inclusive growth”, “inclusive trade and investment” is less explored. Following on the 
preliminary work of ESCAP (2009, 2012), the recent work of ECLAC (2013) and incorporating 
recent literature, this Report makes a further contribution towards the conceptualization 
of inclusive trade and investment. It considers trade and investment inclusive if all people 
can contribute to and benefit from those activities. Also, more importantly, by identifying 
the main drivers of inclusive trade and investment, the Report helps frame the issues in 
front of policymakers. 

To be consistent with the principles of inclusive growth, trade and investment should: 
promote equality; enhance social responsibility; and spread widely the opportunities for 
participation in international transactions.  Inclusive trade and investment are necessary 
but not sufficient condition for inclusive growth. Trade and investment liberalization needs 
to be supported by complementary policies if it is to deliver inclusive growth. 

Strong trade- and investment-led growth in Asia and the Pacific 
has been accompanied by rising inequalities

TURNING THE TIDE: TOWARDS INCLUSIVE TRADE AND INVESTMENT

PART TWO
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…and a new policy mix

The Report offers a framework describing the linkages between trade and investment 
and inclusive outcomes. A coherent and integrated set of policies, coordinated at different 
levels, needs to be in place to deliver inclusiveness. The framework, first, introduces 
three specific but interdependent aspects of international openness related to trade and 
investment: (1) trade policy; (2) trade facilitation measures and policies, and (3) foreign 
direct investment and related promotion policies. Second, it recognizes that inclusiveness 
or inclusivity is multifaceted comprising:  reduction of poverty and inequality, creation 
of employment; integration of specific groups in the labour force; decent pay, ; and the 
creation of new (micro) firms and innovation in high-tech sectors. Additionally, the quality 
of life (well-being) are also included in the notion of “inclusivity” (see also the fold-out 
table).

Access to education, investment especially in information technology and functioning 
labour markets could spread the benefits of trade and investment more widely 

To explore the relationships between international openness and inclusiveness, a macro-
level econometric analysis was undertaken. This empirical analysis examined potential 
linkages between openness and inclusiveness, across four different dimensions, namely 
(i) aggregate employment in the formal economy and its distribution, (ii) aggregate 
productivity, (iii) poverty and income inequality, and (iv) equal employment opportunities 
between genders. The analysis used aggregate data from the Asia-Pacific region for the 
period 1988 to 2010.

The results clearly show that sustained growth in trade and investment flows do not 
necessarily translate into inclusive development. An important implication from the results 
is that a range of complementary policies are required to foster more inclusive economic 
development in the presence of international openness. Among these are measures to: 
improve functioning of labour markets; increase aggregate investment; raise information 
and communication technology expenditure; and equalize access to education. 

Indeed, the countries that target exports to high-income countries and have labour 
markets that are able to provide flexible conditions for employment did the best in terms 
of inclusiveness. Flexible conditions for employment do not mean that internationally 
recognized labour standards that provide decent working conditions should not be 
observed. In contrast they comprise, among other features, cooperative employee-
employer relationship, payment of redundancy costs and taxation with no adverse impact 
on incentives to work (see more in chapter 9). Furthermore, the gains from expenditure 
on information and communications technology seemed to be an increasing function of 
international openness. The promotion of aggregate investment may also provide a boost 
to domestic productivity. Basic and equal access to education was further found to be 
especially beneficial in the presence of international openness. But numerous further 
complementary measures can also play a role in enhancing the inclusiveness of growth. 
The case studies at the end of the Report show the diversity of policy experimentation 
across the region.   

From cocoa export cooperatives in Malekula and garment exporters in Cambodia, to 
IT and electronics FDI in Penang and services outsourcing in India – good policies and 
practices in the region already point the way towards inclusive trade and investment  

In addition to a macro-level econometric analysis, a number of sectoral and country-
level cases and examples are presented to enrich the evidence base of this Report and 
showcase the diversity of experiences across the region. These cases examine specific-
challenges at the sectoral level and identify how policy influences who the beneficiaries 
are from trade, FDI and trade facilitation. The cases are grouped in five different areas by 
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the main driver of change: trade integration; trade facilitation; foreign direct investment; 
promotion of responsible business practices; and sectoral cases where the broader 
context of international openness is considered. The Report also includes a number of 
specific examples, presented as text boxes, of inclusive results achieved through trade 
and investment with the assistance of complementary policies.

Securing the benefits of inclusive trade and investment: policy recommendations

The 2013 Report also offers guidance for Asia-Pacific policymakers. In the Report are 
outlines of steps that will support the trade and investment needed for economic growth 
while at the same time contributing to more inclusive outcomes. Below are measures, 
policies and initiatives that can be undertaken at:

   (a) a country level (or sometime below-national level);  and 

 (b) a regional and/or global level.

 Of course, the suggested policy measures will not be applicable to all countries 
in all circumstances. However what is valid for all countries is that trade opening, FDI 
and trade facilitation measures  must be carefully designed and managed as they cannot 
be decoupled from overall development strategy. As many policies of importance for 
inclusivity are not directly related to trade, policymakers need to find additional strategies 
to influence these factors. 

National policies and actions
1. Trade policy measures

Further trade opening including the use of preferential agreements to 
expand markets for exports needs to be carefully calibrated according to 
a long-term vision for economic diversification and the development of 
new higher value-added export products.

Whenever possible, consider a sectoral approach to trade opening 
(including FDI), focusing on sectors with high potential for employment 
(especially of women and youth), and income creation and poverty 
reduction. 

Improve negotiation of preferential trade agreements with more attention 
given to building-in productive potential by negotiating more flexible and 
“open cumulation” rules of origin, as well as other disciplines to allow 
better utilization of local productive capacity.

Developing and putting in place trade adjustment programmes, in 
addition to social protection systems (and possibly supported by Aid-for-
Trade funding), to facilitate workers’ mobility between economic sectors 
and firms, retraining and mobility between the regions especially where 
labour markets are underperforming.

Expand support for organizations and schemes that link micro-firms 
(and service providers), small farmers or vulnerable groups with export 
potential, such as One Tambon One Product (OTOP) in Thailand.

Strengthen linkages between educational providers, especially the public 
sector, and new or promising export sectors. Give particular attention to 
building the skills requirements into vocational training programmes to 
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improve opportunities for country’s participation in global value chains 
(GVCs). 

Facilitate transmission and sharing of benefits from trade opening to micro, 
small and medium-sized enterprises (MSMEs) by improving (behind-the-
border) domestic business environment as well as availability and access 
to logistics and financial infrastructure and services.

Improve access to and use of information and communications technology 
based services to support stronger business linkages between large 
buyers in or serving international markets and small scale enterprises, as 
well as to improve access to trade-related information for small traders. 

Develop a harmonized and conducive environment for cross-border 
paperless trade, with a view to increase transparency and simplify 
trade procedures, facilitating and enhancing regulatory compliance, and 
reducing the use of paper along the supply chain.

Facilitate transfer of technology and build capacity for adoption of 
paperless trade and e-commerce, especially for MSMEs. 

Facilitate development of economic corridors for increased participation 
of the local communities in providing trade support services.

Develop logistics services connecting rural areas to urban collection 
centres that will benefit local producers or enterprises.

Facilitate agricultural trade as part of an overall strategy to address food 
security, safety, nutrition issues, taking into account the need for increased 
income as well as cheaper imports for the poor.

2. Trade facilitation measures

3. Foreign direct investment promotion policies

In order to ensure an inclusive outcome in the area of employment 
generation, Governments should align employment-generation 
programmes with FDI opportunities to meet the specific needs of different 
groups such as women, youth and people with disabilities. They should 
also coordinate and consult with workers’ and employers’ organizations, 
civil society organizations, the private sector and youth to ensure that 
employment-generating reforms are effective and relevant.

To alleviate any possible negative impacts from increased competition 
brought by FDI, similar to the case of trade liberalization, countries should 
adopt measures to soften the negative impacts of structural change, 
which would often be growth generating in the long-term but may have a 
negative impact on employment in certain sectors in the short term. These 
measures could include strengthening social security and other safety net 
programmes, and offering trade adjustment programmes with  retraining 
opportunities, and undertaking employer-worker matching efforts. 

To ensure an inclusive outcome in terms of wages and non-wage 
working conditions, both domestic and foreign companies should 
follow internationally accepted labour standards as articulated by the 
International Labour Organization. Furthermore, mechanisms that verify 
working conditions follow these standards should be instituted. Workers 
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should also be made aware of these standards, and have easy avenues to 
safely express problematic conditions.

In order to understand the needs of foreign investors, Governments should 
increase dialogue with private sector representatives, including business 
associations, industry groups and chambers of commerce (see also point 
7 below).

Reduce entry barriers (and thus costs) for new businesses by use of 
competition policies.

Foster SMEs’ understanding of the importance of cash flow management 
– the major reason most new and small businesses fail is not a lack of 
profits but a lack of cash – and develop and implement proper polices 
to enhance the cash flows of SMEs perhaps through effective financial 
instruments, such as bank loans and credit guarantee schemes.

Strengthen business networking and information dissemination, given the 
fact that a lack of networks and information hinders effective deployment 
of technology and business development services as well as collaboration 
with other firms.

Further facilitate technology and skills transfer from foreign to local 
companies; domestic entrepreneurs with experience in foreign companies 
should be encouraged to start new business using the technologies and 
expertise gained from this experience. 

Offer support to SMEs, through, for example, finance, market information 
and managerial knowledge, and help facilitate linkages between foreign 
and domestic companies. This may stimulate increased backward and 
forward linkages between domestic and foreign firms, thereby increasing 
the possibility of technology transfer. 

4. Policies for  SME development

5.  Policies to encourage companies to operate in more socially responsible and  
 inclusive ways

Governments can also support companies that seek to operate in inclusive 
ways by providing information on available corporate social responsibility 
(CSR) instruments and related standards and outlining the benefits 
so implementing these. Such benefits can take the form of increased 
customer loyalty, more sustainable operations, improved community 
relations, reduced risk, and improved access to foreign markets and 
deepening of supply chains. When promoting the use of CSR instruments, 
individual country, sector, and firm-level differences should be taken into 
account and sufficient flexibility and adaptability provided such that CSR 
instruments can be tailored to particular needs at various points in time.

To promote impact investment, one can provide business incubation, 
linkages facilitation and support services – such as access to capital, 
partners, mentors, information and infrastructure – for early-stage 
impact ventures so they can survive the start-up phase and become 
attractive investment targets for foreign investors. Countries policies 
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and business measures should take into account the unique social and 
economic landscape of a particular economy, and adapt the initiatives that 
support inclusive investment to these conditions.

6. Selected complementary policies for inclusive trade and investment

Improve the inclusion of workers in the formal economy and enhance 
the functioning of labour markets. While increased trade and investment 
create new opportunities, they also disrupt existing production and 
require reallocation of labour. Functioning labour markets combined with 
trade adjustment programmes allow workers to migrate faster to growing 
industries, shortening the time spent under- or unemployed (ESCAP, 
2007).

Balance labour market flexibility with a protection of low-income workers 
through implementing laws that guarantee a (preferably indexed) 
minimum wage; this wage should be a “living wage” while still allowing 
firms to be cost competitive.. In order to improve the bargaining position 
of workers, collective bargaining and unionization of workers should be 
guaranteed. 

Increase expenditure on information technology. The world economy is 
digitizing at a rapid pace. Providing technological equipment and training 
will help the work force tap into regional and international markets by 
opening new opportunities through e-commerce and by reducing cost of 
trade thereby increasing workers’ productivity.

Increase aggregate investment. Investment-led growth has been an 
acclaimed success story in many countries. Upgrading production 
facilities and infrastructure levels the playing field against international 
competition.

Provide gender balanced  access to education. No country can reach its full 
potential without the successful integration of women into the labour force 
(ESCAP, 2007). Equalizing educational attainment lays the foundation for 
a rewarding professional life.

7.   Need for consultation and coordination

Inclusive trade and investment outcomes may also require the existence 
of a social dialogue among and consultation with all stakeholders to make 
sure that all interests have been considered before decisions on policy 
changes have been made. It is possible to explicitly monitor inclusivity 
and transparency in policymaking by designing specific performance 
indicators.

ESCAP secretariat can assist member States to put in place such 
monitoring processes. They would require that all stakeholders (national 
policymakers, other relevant government ministries and departments, 
key non-state actors and donors) be involved or at least consulted in the 
process. 
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ESCAP, as the most inclusive intergovernmental platform for the region, has been assisting 
member States with many of the above initiatives aimed at strengthening non-market 
cooperation. The secretariat also responded to member States’ demand for strengthening 
their policymaking capacity through developing local research capacity and promotion of 
knowledge sharing in the region and between different stakeholder groups. Encouraged 
by the positive contributions which already established communities of knowledge and 
practice ARTNeT and UNNExT have offered, the secretariat will continue to support 

Regional and international responses
Initiatives and actions requiring cooperation at a regional and /or global level are put 
forward throughout this Report (as well as in previous issues of the Asia-Pacific Trade and 
Investment Report) and include the following inclusivity-enhancing initiatives:

Simplified negotiation for accession to WTO for all least developed 
countries, to secure fair and free market access for their producers. 

Generalized System of  Preferences (GSP) schemes to automatically offer 
97 to 100% (in three years’ time) unconditional duty-free quota-free market 
access to all least developed countries and other marginalized developing 
countries, without use of non-tariff barriers. Furthermore establishing 
so-called “open cumulation” (as explained in chapter 6 of part I) for the 
regional least developed countries’ exports to GSP providers.

Regional trade agreements in the region to allow any interested least 
developed country from the region (or globally) to accede to their trade 
agreements under the Doha Development Agenda terms for the least 
developed countries (i.e. without reciprocity for preferential access). 

A regional patent license pool to be established and, ad interim, managed 
by ESCAP secretariat in order to allow countries with weak institutional 
and innovative capacity to get easier access to patented technologies or 
goods through exchange of patent licenses via the pool mechanism. 

Strengthen the regional technology bank already set up by the ESCAP 
Asian and Pacific Centre for Transfer of Technology to broaden the 
membership and areas of operation so to enhance access to affordable and 
energy-efficient technologies, especially in areas with underdeveloped 
infrastructure and for SMEs.

Conclude and implement a regional cross-border paperless trade 
facilitation arrangement, in line with ESCAP resolution 68/3 on enabling 
paperless trade and the cross-border recognition of electronic data and 
documents for inclusive and sustainable intraregional trade facilitation.

Develop a regional trade finance mechanism to facilitate micro and SMEs 
integration into regional trade and production networks.

Establish a framework for a labeling of products and processes of 
production in support of inclusive and socially responsible trade and 
investment. 

Promote Aid-for-Trade projects to build capacity to engage in inclusive 
trade and investment. 

Promote regional/subregional (corridor level) public-private-partnerships 
in support of the formation of agribusiness and manufacturing value 
chains.
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development of ESCAP-led communities of knowledge and networks  to promote the 
creation of  expertise, analytical tools, datasets, procedural toolkits and environments for 
knowledge sharing, communication and fostering a culture of change.

The relationships between economic openness, poverty and inequality are complex and 
multi-directional. Therefore, a single report cannot provide a definitive and generalized 
assessment. Instead, this Report conveys a number of experiences of how openness 
has impacted on people’s lives and influenced the developmental prospects of wider 
communities or societies. It also exposes those issues and areas in need of further 
research. It is hoped that from these concrete examples, others exploring how to harness 
international trade and investment for inclusive growth, will be steered towards useful 
ideas, or at least, will be guided away from possible potholes on the road.
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