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The Economic and Social Commission for Asia and the Pacific (ESCAP) serves as the United 

Nations’ regional hub promoting cooperation among countries to achieve inclusive and 

sustainable development. The largest regional intergovernmental platform with 53 Member States 

and 9 Associate Members, ESCAP has emerged as a strong regional think-tank offering countries 

sound analytical products that shed insight into the evolving economic, social and environmental 

dynamics of the region. The Commission’s strategic focus is to deliver on the 2030 Agenda for 

Sustainable Development, which it does by reinforcing and deepening regional cooperation and 

integration to advance connectivity, financial cooperation and market integration. ESCAP’s 

research and analysis coupled with its policy advisory services, capacity building and technical 

assistance to governments aims to support countries’ sustainable and inclusive development 

ambitions.  
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Abstract 

International trade and foreign investment have been key engines of growth and 

development in Asia and the Pacific, and the role of trade in contributing to sustainable 

development is well recognized in the 2030 Agenda. However, the multilateral trading 

system has faced significant challenges over the years and during the COVID-19 

pandemic, and progress has been slow in reforming and updating it to meet present and 

future demands. Meanwhile, regional cooperation, such as in trade and investment 

agreements, have increasingly stepped up to address sustainable development issues of 

concern to countries, including in the social and environmental domains. This paper 

examines such regional cooperation and integration in Asia-Pacific and how it can support 

the shaping or building up of a sustainable development-oriented multilateral trading 

system. It recognizes the importance of regional initiatives as building blocks of a 

revitalized and more networked multilateral trading system, and discusses policy 

considerations in a number of priority areas for furthering inclusivity and sustainability in 

regional trade and investment integration. 
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Introduction 

International trade and foreign investment have been key engines of growth and 

development in Asia and the Pacific, supporting economic growth and lifting over a billion 

out of poverty. The role of trade as a means of sustainable development is well recognized 

in the 2030 Agenda for Sustainable Development, as is the need to develop a fair and 

equitable multilateral trading system (MTS) –  as captured in Sustainable Development 

Goal (SDG) 17, target 10.2  

However, the MTS has faced serious challenges in recent years, with the Doha 

Development Round in particular failing to conclude, although having achieved some 

positive outcomes in a limited number of areas. The crown jewel of the MTS, its dispute 

settlement mechanism, is facing significant challenges as a result of the paralysis of the 

appeals stage. The COVID-19 crisis has revealed the shortcomings of the MTS to guide 

countries in times of crisis and its slow response, for example in terms of agreeing on an 

intellectual property (IP) waiver for COVID-19 vaccines or in providing guidance on trade 

facilitation in a timely manner, despite significant efforts by many World Trade 

Organization (WTO) members to advance these issues. 

While progress has been challenging in the MTS, regional cooperation, such as in trade 

agreements, has increasingly stepped up to address issues of concern to regional trading 

partners, including ongoing efforts to deepen economic integration, promote FDI, and 

incorporate sustainability issues. 

In this context, this paper examines regional cooperation and integration in Asia and the 

Pacific and how it can support the building up – or shaping – of a sustainable 

development-oriented MTS. Section A introduces the background and current challenges 

of the MTS, Section B provides a general overview of regional integration in Asia and the 

Pacific, while Sections C and D review, respectively, the states of play in regional trade 

integration and in regional investment cooperation and integration. Section E discusses 

policy considerations in a number of priority areas through which regional trade and 

investment integration can be made more inclusive and sustainable. 

A. Background and challenges of the multilateral trading system 

The MTS, as embodied by the World Trade Organization (WTO), has faced significant 

challenges over the years. WTO decision-making is based on consensus, but member 

countries have not been able to reach such consensus and conclude major WTO 

negotiations (other than in certain limited but important areas, including trade facilitation 

 

2 SDG Target 17.10: Promote a universal, rules-based, open, non‑discriminatory and equitable multilateral 
trading system under the World Trade Organization, including through the conclusion of negotiations under 
its Doha Development Agenda. 



9 

 

and the elimination of agriculture export subsidies), despite an ambitious negotiating 

mandate for the Doha Development Round that started in 2001. Among other issues, 

there was disagreement among WTO members at Doha over the liberalization of markets 

in developing countries, tariffs in sectors like agriculture and services, and the application 

of special and differential treatment provisions for developing countries. 

The difficulties in progress mean that WTO members have not succeeded in integrating 

the development-focused changes first proposed at Doha into the WTO rulebook, nor 

sustainable development as envisaged in the 2030 Agenda, including through reforms in 

the core negotiating areas such as agriculture. Sustainability concerns – such as on the 

environment and inclusiveness of development – have continued to rise among countries 

in recent years and, together with the COVID-19 crisis and technological evolution, point 

to an urgent need to update the WTO rulebook to meet present-day and upcoming 

demands. The 12th Ministerial Conference, originally scheduled for June 2020, and then 

delayed once again by COVID from its rescheduled date of 30 November 2021 to 3 

December 2021, would have provided the opportunity for WTO members to move forward 

the MTS.3 

In the face of gridlock on the formal Doha agenda, many countries have turned to Geneva-

based plurilateral negotiations such as Joint Statement Initiatives (JSIs) – platforms 

initiated by subgroups of WTO members to negotiate on specific issues (annex 1 provides 

a table of ESCAP members participating in these joint initiatives). Several ongoing JSI 

discussions, in areas such as environmental goods and e-commerce, show the interest 

and willingness of WTO members to engage in topics of sustainability and the 

modernization of trade policy.4 Such initiatives can serve as a stepping stone to broader 

multilateral cooperation and develop new rules on issues where consensus is yet difficult 

to attain. Most are designed to be open to all WTO members, to reflect broader interests, 

and to be consistent with WTO principles and agreements, leaving open the door to 

eventual integration into the MTS if consensus could be developed to do so. 

However, plurilaterals are not without their downsides. Among other concerns, some of 

these initiatives may in practice be driven by the participation of mainly high-income 

countries5, and so the interests of developing countries writ large – who may have limited 

 

3 Ministerial Conferences are typically held every two years, but the last one was held in December 2017. 
See https://www.wto.org/english/thewto_e/minist_e/minist_e.htm. 

4 A plurilateral on environmental goods was launched in 2014; “Joint Statement Initiatives” (JSIs) were 
launched at the 2017 11th Ministerial Conference on e-commerce, services domestic regulation and 
investment facilitation; and other plurilateral initiatives launched either at MC11 or subsequently, focus on 
MSMEs, women’s economic empowerment, an informal dialogue on plastics pollution, trade and 
environment structured discussions and fossil fuel subsidy reform.  See https://wtoplurilaterals.info/. 

5 https://www.g20-insights.org/policy_briefs/boosting-g20-cooperation-for-wto-reform-leveraging-the-full-
potential-of-plurilateral-initiatives/ 

https://www.wto.org/english/thewto_e/minist_e/minist_e.htm
https://wtoplurilaterals.info/
https://www.g20-insights.org/policy_briefs/boosting-g20-cooperation-for-wto-reform-leveraging-the-full-potential-of-plurilateral-initiatives/
https://www.g20-insights.org/policy_briefs/boosting-g20-cooperation-for-wto-reform-leveraging-the-full-potential-of-plurilateral-initiatives/


10 

 

capacity to participate in these negotiations, or may not support adding particular issues 

to the WTO agenda – may not be well represented in a given plurilateral. Nevertheless, 

agreements achieved through these plurilateral negotiations might help to develop 

thinking that can eventually shape more broadly-based agreements and help to bridge 

fragmented rules. Good progress has been made in a number of the plurilaterals, 

including services domestic regulation (which has reached a negotiated outcome), and 

on text-based negotiations on investment facilitation and e-commerce. 

Against this backdrop, countries in Asia and the Pacific have increasingly turned to 

regional trade agreements (RTAs), investment agreements and partnership frameworks, 

which are increasingly wider in scope and membership, to advance rule-making on 

current priorities, including sustainability, inclusion and digital trade. These agreements 

typically go beyond WTO rules in terms of coverage and often depth, particularly in new 

areas such as digital trade and e-commerce, as well as core market access elements. As 

reported in the Asia-Pacific Trade and Investment Report 2021, these agreements also 

increasingly address social and environmental issues that have seen no resolution at the 

WTO. Two examples directly relevant to – and driven by member States of ESCAP – are 

the Regional Comprehensive Economic Partnership (RCEP)6 and the Comprehensive 

and Progressive Agreement for Trans-Pacific Partnership (CPTPP), both of which are 

described as mega-trade deals.7   

Hence, these regional integration instruments and other integration experiences in Asia-

Pacific can be seen as providing important learning for a revitalized and more sustainable-

development oriented MTS. Indeed, regional trade and investment cooperation and 

integration initiatives may be seen as an important building block for a more networked 

and sustainable MTS. The remaining sections in this paper provide an overall picture of 

such integration efforts in Asia and the Pacific, followed by discussions on how they can 

be furthered and linked to the MTS. 

  

 

6 RCEP was signed in November 2020 by 15 countries, including all 10 ASEAN countries, China and Japan. 
Entry into force took place on 1 January 2022 for members who had ratified and were ready to implement 
the agreement (Australia, Brunei Darussalam, Cambodia, China, Japan, Lao PDR, New Zealand, 
Singapore, Thailand and Viet Nam). 

7 Entered into force on December 30, 2018, among the first six countries to have ratified the Agreement are 
Canada, Australia, Japan, Mexico, New Zealand, and Singapore.  Subsequently ratification and 
implementation have been concluded by Viet Nam (Jan 2019) and Peru (Sept 2021). 
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B. Regional integration in Asia and the Pacific 

Regional integration is complex and multidimensional but can be viewed as generally 

involving the cooperation of a group of economies in economic, social and political areas, 

in pursuit of common objectives. While regional integration and cooperation can be a very 

broad topic and encompasses a large scope, the discussion in this paper is focused on 

trade and investment, as well as issues that have a bearing on trade and investment. For 

many developing economies in Asia and the Pacific, regional integration, as manifested 

in – among other areas – increased participation in regional trade, investment, movement 

of labour and information flows, is expected to bring opportunities for their further 

development.  

Drawing from the ESCAP Digital and Sustainable Regional Integration Index (DigiSRII)8, 

this section takes stock of integration in the region as measured by the composite index, 

which utilizes indicators in seven dimensions: trade and investment, finance, regional 

value chain, infrastructure, movement of people, regulatory cooperation, and digital 

economy. This integration score varies from 0 to 1, where 1 corresponds to the highest 

level of integration and 0 the least.9 In addition to utilizing simple conventional indicators 

(e.g., tariff on intraregional imports), the index also evaluates these dimensions 

separately based on sustainable development-focused indicators (e.g., tariff on 

intraregional imports of environmental goods), to take account of inclusivity and 

environmental concerns.10 Annex 2 provides a list of the indicators. 

For the rest of this section, conventional integration refers to integration measured in 

DigiSRII based on conventional indicators, while sustainable integration is based on 

sustainable development-focused indicators, and overall integration combines both 

perspectives. 

Comparing overall regional integration between 2010-2014 and 2015-2019 (figure 1), the 

Asia-Pacific region has progressed only mildly (+0.03), remaining generally poorly 

integrated (0.32). In particular, sustainable integration (+0.05) progressed faster than 

conventional integration (+0.02). Dimension-wise, the region was the most integrated in 

terms of financial integration (0.61) and the least in terms of movement of people (0.03) 

integration. Moreover, overall regional integration progressed the most in infrastructure 

(+0.08), digital economy (+0.05) and regulatory cooperation (+0.04) integration, while 

 

8 For details, see https://www.unescap.org/resources/DigiSRII. 

9 The final index inherits its scale from each of the indicator’s min-max normalized scores. This means that 
for each indicator, all scores are normalized so that 1 and 0 correspond to the maximum and minimum 
values. 

10 DigiSRII is composed of indicators in the seven dimensions for 39 and 45 of the 58 regional ESCAP 
member and associate member States for conventional and sustainable indicators, respectively. 

https://www.unescap.org/resources/DigiSRII
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trade and investment (+0.00), movement of people (+0.00) and regional value chains (-

0.01) integration progressed the least, or even regressed. 

Figure 1. Structure of Asia-Pacific performance in regional integration 

 
Source: ESCAP calculation using DIGISRII 2.0 methodology. 

Note: Scores are based on DigiSRII 2.0 and range from 0 to 1, with larger values indicating greater 

integration. Size of bars reflects progress over time (smaller bars = less progress, larger bars = more 

progress). Similarly, the placement of the bars show whether the score has increased/decreased. The 

shading of the bars reflects the level of integration (lighter shade = less integrated, darker shade = more 

integrated). 

Looking at conventional and sustainable integrations individually, the same patterns can 

be identified as above: financial integration is the most integrated dimension, while 

movement of people is the least across integration dimensions and types. Nevertheless, 

it is important to highlight the region’s leaps in sustainable infrastructure integration 

(+0.12) and digital economy integration (+0.10), in line with the region’s immense 

progress in extending infrastructural and digital access to disadvantaged demographics 

over the past decade. Conventional (+0.04) and sustainable (+0.04) regulatory 

cooperation integration also progressed relatively well, mirroring heightened international 

engagement in the region. 

Importantly, regional value chains integration is the only dimension where integration has 

regressed (overall, and in both conventional and sustainable integration), driven by 

decreases in the indicator values for export complementary index (both in general and 

environmental goods), as well as the RVC participation index. This means that not only 

have production profiles diverged since 2010 among regional economies, they are also 
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participating less in producing goods regionally, hinting at the growing globalization of 

regional value chains in Asia and the Pacific. For example, there are increasing links with 

highly specialized and value-added products – such as semiconductors – often produced 

outside of the region.11 

A comparison between 39 and 45 economies in conventional and sustainable 

integrations, respectively, reveal considerable differences across the region (figures 2 

and 3).12 Besides Australia and New Zealand, high- and middle-income nations in East 

and South-East Asia compose the top 10 most regionally integrated economies in both 

conventional and sustainable integration. Contrastingly, Small Island Developing States 

(SIDS) and Landlocked Least Developed Economies (LLDCs) populate the bottom of 

both lists.  

  

 

11 It is yet to be seen whether the dynamic of RVC integration will change in the post COVID-19 period. The 
disruptions of global supply chains during the COVID-19 pandemic may add incentives for reshoring, 
diversification, and regionalization. Indeed, there are speculative thoughts that global value chain (GVC) 
shortening will happen in specific supply chains, particularly in health-emergency and national strategic 
supply chains such as pharmaceuticals, communication equipment and semiconductors, while more 
industries may balance supply-chain robustness and efficiency by diversifying producers and locations 
involved in sourcing key inputs. Such developments could lead to stronger RVC integration in Asia and the 
Pacific. In particular, the “China+1” GVC-diversification strategy may create new opportunities for regional 
economies in South and South- East Asia to increase RVC participation with East and North-East Asian 
economies in selected industries. On the other hand, increased competition may result as countries vie for 
their share of the diversifying firms.  

12 The index values are calculated based on valid reporters and partners for which data was available and 
imputed. The reporters are selected based on the threshold of data available for at least 50% of the 
dimensions and indicators. 
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Figure 2. Performance in conventional regional integration of Asia-Pacific 
economies 

 

Source: ESCAP (2022) calculation based on DIGISRII 2.0. 

Note: Economies are ranked and colour-coded based on their regional integration rankings for the period 

2015-2019: green – top quartile (75th percentile and above); orange – regional average (26th to 74th 

percentile); red – bottom quartile (25th percentile and below). 

Looking at economies’ relative progressions, Hong Kong, China distinguishes itself for its 

pace of progress in conventional regional integration, followed by Viet Nam, Japan, India 

and the Russian Federation. When it comes to sustainable integration, progress was 

sizable and generally more widespread across the region. Interestingly, among the fastest 

progressing economies are Kiribati, Vanuatu and Bhutan. Australia, Singapore and 

Uzbekistan also experienced note-worthy progress. As is the case in conventional 

integration, Sri Lanka, Pakistan, Lao P.D.R. and Nepal were among the economies 

progressing the least in sustainable integration. 
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Figure 3. Performance in sustainable regional integration of Asia-Pacific 
economies 

 

Source: ESCAP (2022) calculation based on DIGISRII 2.0. 

Note: Economies are ranked and colour-coded based on their regional integration rankings for the period 

2015-2019: green – top quartile (75th percentile and above); orange – regional average (26th to 74th 

percentile); red – bottom quartile (25th percentile and below). 

The performance of the SEA economies can be partly linked to the Association of 

Southeast Asian Nations and its initiatives (box 1). 
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Box 1: ASEAN and integration in Asia-Pacific 

Various subregional entities or blocs exist in Asia and the Pacific, including the 

Economic Cooperation Organization (ECO) of selected North and Central Asia and 

South and South-West Asia countries13, the Eurasian Economic Union (EAEU) of five 

Central Asian and Eastern European states14, and the South Asian Association for 

Regional Cooperation (SAARC)15. Amongst the initiatives, the highest level – and most 

successful example – of integration is arguably  the Association of Southeast Asian 

Nations (ASEAN)16.  

Since its founding in 1967, ASEAN has made important strides in deepening integration 

among its members and beyond. The ASEAN Charter in 2008 strengthened ASEAN’s 

legal and institutional framework and sought to transform it into a more rules-based 

entity. In 2015, the ASEAN Community was set up to further economic, security, and 

socio-cultural integration, with one of the aims of the ASEAN Economic Blueprint 2025 

being a “more unified market” in the region. 

The Free Trade Area within ASEAN, and the “ASEAN+6” framework of FTAs signed 

between the bloc and major regional economies – Australia, China, India, Japan, 

Republic of Korea, New Zealand – have advanced economic integration in the region, 

including by connecting East Asian, South Asian, and Pacific nations. Notably, the 

framework underpinned efforts by the bloc as it played an important role in  the 

establishment of RCEP and CPTPP.17 

Stemming from ASEAN efforts, (sub)regional integration in Asia and the Pacific is 

arguably at its strongest in SEA. Comparatively, many of the other subregional entities 

have not achieved the same degree of integration.18  However, the level of integration 

in ASEAN is not as deep as that in the EU, the most integrated bloc in the world to date. 

As a supranational entity, the EU has a high degree of institutionalization and legalism, 

which serve to integrate the region politically and economically, and facilitate the free 

movement of people, capital, goods and services. It has a regional parliament with 

legislative powers, a central bank, and a single market and single currency (for selected 

members), which is not the case for ASEAN or any other bloc in Asia-Pacific. The most 

 

13 Afghanistan, Azerbaijan, Iran (Islamic Republic of), Kazakhstan, Kyrgyzstan, Pakistan, Tajikistan, 
Turkey, Turkmenistan, Uzbekistan. 

14 Armenia, Belarus, Kazakhstan, Kyrgyzstan, Russian Federation. 

15 Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, Sri Lanka. 

16 Comprising all SEA countries except Timor-Leste. 

17 https://www.cambridge.org/sg/academic/subjects/law/international-trade-law/new-asian-regionalism-
international-economic-law?format=HB&isbn=9781108845601 

18 https://www.adb.org/publications/economic-integration-asia-europe-lessons-policies 

https://www.cambridge.org/sg/academic/subjects/law/international-trade-law/new-asian-regionalism-international-economic-law?format=HB&isbn=9781108845601
https://www.cambridge.org/sg/academic/subjects/law/international-trade-law/new-asian-regionalism-international-economic-law?format=HB&isbn=9781108845601
https://www.adb.org/publications/economic-integration-asia-europe-lessons-policies
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basic dimension of regional integration is intraregional trade. Even in this aspect, EU 

member states in 2020 had an average share of intra-EU goods exports of 62 per 

cent19, whereas goods exports within ASEAN accounted for 21.3 per cent of total 

ASEAN goods exports in 202020, 21. 

By 2030 ASEAN is estimated to be equivalent to the fourth-largest economy in the 

world22, and its performance and initiatives will come to bear increasing significance in 

the region. Its progress thus far and endeavours ahead can serve as examples for 

integration on a wider scale in Asia and the Pacific, as well as on a subregional level 

for the other entities in the region. 

C. Regional trade integration: state of play 

The prolonged COVID-19 pandemic has stifled not only economic and trade activity, but 

also advances in negotiating new trade agreements. In spite of this, Asia and the Pacific 

continues to be the largest contributor to the number of  preferential trade agreements 

(PTAs) globally, and the region has experienced important developments in trade 

integration in recent years, such as the deepening of trade agreements, the conclusion 

of mega-trade deals and ongoing integration work in settings such as ASEAN and the 

Asia-Pacific Economic Cooperation (APEC) forum23. 

This section examines the state of play of trade integration in the region. It first presents 

a summary of intraregional trade among Asia-Pacific economies, before delving into the 

topic of PTAs in more detail, including the rise in the number of PTAs involving Asia-

Pacific economies, and recent developments – particularly that of deepening agreements 

– in the region. 

1. Intraregional trade 

Trade in goods 

With respect to trade in goods, in 2020, the 15 largest trading economies in Asia and the 

Pacific were responsible for 96.2 per cent and 94.9 per cent of intraregional exports and 

imports, respectively (figure 4). ENEA economies were a major contributor, with China, 

 

19 https://ec.europa.eu/eurostat/statistics-explained/index.php?oldid=452727#Intra-
EU_trade_in_goods_by_Member_State 

20 https://www.aseanstats.org/wp-content/uploads/2021/12/ASEAN-KEY-FIGURES-2021-FINAL-1.pdf 

21 The figure for ASEAN is only for formal trade. While there are no reliable statistics on informal trade, 
past estimates for certain ASEAN countries ranged from 20 per cent to over 50 per cent. See 
https://www.adb.org/sites/default/files/publication/28006/gms-action-plan-south.pdf 

22 https://www.austrade.gov.au/asean-now/why-asean-matters-to-australia/asean-economic-growth/ 

23 Including the APEC Putrajaya Vision 2040 and the Aotearoa Plan of Action agreed in 2021. 

https://ec.europa.eu/eurostat/statistics-explained/index.php?oldid=452727#Intra-EU_trade_in_goods_by_Member_State
https://ec.europa.eu/eurostat/statistics-explained/index.php?oldid=452727#Intra-EU_trade_in_goods_by_Member_State
https://www.aseanstats.org/wp-content/uploads/2021/12/ASEAN-KEY-FIGURES-2021-FINAL-1.pdf
https://www.adb.org/sites/default/files/publication/28006/gms-action-plan-south.pdf
https://www.austrade.gov.au/asean-now/why-asean-matters-to-australia/asean-economic-growth/
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Japan, Hong Kong, China and the Republic of Korea accounting for over 55 per cent of 

regional trade. 

Figure 4. Asia-Pacific major goods exporters and importers in 2020 

(Percentage of regional trade) 

 

Source: ESCAP calculations based on country data from the WTO statistics database (accessed 3 June 

2021) 

Trade concentration across regional economies intensified from 2019 to 2020, which is 

not surprising given the dynamics of the spread of the pandemic. Notably, the regional 

shares of trade for China and Hong Kong, China increased the most, as they reaped the 

benefits of relaxing initial lockdown measures ahead of most other economies, and 

responded to increased demand for medical supplies and electronic components. By 

contrast, Japan, India, the Republic of Korea and the Russian Federation experienced 

the largest decreases in their share of the region’s total trade, as a result of the 

pandemic’s economic impact. 

Intraregional trade constituted 54.2 per cent and 56.3 per cent, respectively, of total 

exports and imports in the region in 2019 – the latest year for which data is available. In 

particular, China continues to play a crucial role in the region, being the trading partner 

for 23.5 per cent of the trade conducted by the other Asia-Pacific economies. 

Trade among countries participating  in global value chains form a crucial component of 

regional trade. Intra-regionally, in 2019, 76 per cent of exports in Asia-Pacific were used 

as inputs in the production of other goods, while 24 per cent were consumer goods.24  By 

contrast, 39 per cent and 45 per cent of the region’s exports to the European Union and 

the US, respectively, were consumer goods. These numbers reveal the deep integration 

 

24 ESCAP calculations using mirror techniques, based on United Nations Comtrade data from World Bank’s 
WITS database (accessed 09 June 2021). 
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of regional value chains within Asia and the Pacific, but also point to the fact that most of 

the final demand originates from outside the region. 

Most-favoured-nation tariffs and effectively applied tariffs by Asia-Pacific economies have 

decreased significantly over the last quarter of a century, thanks to multilateralism (figure 

5). Concurrently, non-tariff measures (NTMs) in the form of sanitary and phytosanitary 

measures, as well as technical barriers to trade have grown at an increasing rate.25 The 

rise of NTMs is not necessarily a detrimental trend as they can be used to support 

sustainable development, such as in ensuring minimum energy efficiency requirements 

and regulating trade in goods where production generates potent greenhouse gases.26 

Figure 5. Average MFN and effectively applied tariffs and annual new notifications 
to WTO of SPS and TBT measures in the Asia-Pacific region  

Source: ESCAP calculations based on data from I-TIP (WTO) and World Banks World Integrated Trade 

Solutions (WITS) Accessed February 2022.  

At the same time, NTMs generate costs for producers and traders, which may lead to 

higher prices and inhibit international trade. NTMs are often more complex, less 

transparent and, due to their technical nature, are often more difficult to monitor and more 

challenging than tariffs. Therefore, they can sometimes provide a means for governments 

to discriminate against imported products without appearing to breach the non-

discrimination principle of the global trade regime. As such, it is key to ensure that, while 

 

25 With regard to agri-food trade within the region, there remain significant tariff and non-tariff barriers, such 
that the region overall remains a net food importer, even though it includes a large number of very significant 
agriculture/food producers. 

26 https://www.unescap.org/sites/default/d8files/knowledge-products/APTIR2021_3.pdf 
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public policy objectives and SDGs are met, traders are not unnecessary burdened and 

trade costs are minimized. 

Box 2 examines briefly trade policies in the region in response to the COVID-19 

pandemic. 

Box 2: COVID-19 pandemic response trade measures 

Trade policy has been one the tools used by governments in the region in an attempt 

to stockpile necessities or address certain shortages faced during COVID-19 pandemic. 

In general (figure B1), this consisted of a two-pronged approach: restricting exports of 

critical goods (mostly medical), while simultaneously liberalizing their imports.  To a 

lesser extent, some economies also restricted imports on other types of goods (or 

toughened import procedures) to purportedly reduce potential risks associated with 

cross-border transport contacts or with the products themselves (such as in the case 

of frozen meat and seafood)27.  

Figure B1: COVID-19 trade-related policies implemented by Asia-Pacific 
economies, by product targeted and implementation date 

(a). Liberalizing  (b). Restrictive 

 2020                                           2021                                          2022  2020                                       2021                                            2022 
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Source: ESCAP calculations based on the International Trade Centre dashboard of COVID-19 temporary 

trade measures (accessed January 2022), available at  https://www.macmap.org/en/covid19. 

Initial personal protective equipment shortages experienced globally during the onset 

of the pandemic have been gradually alleviated so that temporary measures on items 

such as masks, gloves and sanitizer were either removed or allowed to expire through 

sunset clauses. As successive pandemic waves made their ways around the region, 

export-restrictive and import-liberalizing measures largely targeted remedies in 

shortage (hydroxychloroquine28, oxygen, and more recently syringes and vaccines29). 

Only two instances of export-related liberalizing measures were recorded: fabric for 

production of masks from India in November 2021, and reduction of demurrage charges 

for all exports from Myanmar to help ailing exporters. Overall, however, it does seem 

that relative to the mask-stockpiling frenzy during early 2020, trade policy has been 

given a more pragmatic role.  

 

Trade in services 

COVID-19 has severely affected trade in services in Asia-Pacific, with export and import 

services in the region declining by 21.2 per cent and 22.1 per cent in 2020, respectively.30  

In terms of country share, the top 10 economies contributing to services trade accounted 

for 86 per cent and 87 per cent of intraregional exports and imports, respectively (figure 

6). 

  

 

28 WHO does not recommend hydroxychloroquine as a treatment for COVID-19 (WHO, 2021). 
https://www.who.int/news-room/questions-and-answers/item/coronavirus-disease-(covid-19)-
hydroxychloroquine  

29 COVID-19 vaccines are crucial tools in the pandemic response and protect against severe disease and 
death (WHO, 2022). https://www.who.int/news-room/feature-stories/detail/vaccine-efficacy-effectiveness-
and-protection  

30 https://www.unescap.org/kp/2021/trade-commercial-services-outlook-asia-and-pacific-20212022 

https://www.macmap.org/en/covid19
https://www.who.int/news-room/questions-and-answers/item/coronavirus-disease-(covid-19)-hydroxychloroquine
https://www.who.int/news-room/questions-and-answers/item/coronavirus-disease-(covid-19)-hydroxychloroquine
https://www.who.int/news-room/feature-stories/detail/vaccine-efficacy-effectiveness-and-protection
https://www.who.int/news-room/feature-stories/detail/vaccine-efficacy-effectiveness-and-protection
https://www.unescap.org/kp/2021/trade-commercial-services-outlook-asia-and-pacific-20212022
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Figure 6. Asia-Pacific major services exporters and importers in 2020 

(Percentage of regional trade) 

  
 

Source: ESCAP calculation, based on WTO data (accessed October 2021) 

Travel services, a key sector for many economies in the region, suffered the most in the 

pandemic, as border closures and lockdowns drastically reduced movement of people 

around the world. Asia-Pacific travel services exports and imports contracted by 62.4 per 

cent and 57.9 per cent in 2020, respectively. At the same time, the sector’s share of total 

regional services exports fell by over half to 13.5 per cent, while that for imports decreased 

by almost half to 16.6 per cent. 

With respect to barriers to trade, unlike for goods, those affecting trade in services often 

stem from domestic regulations – such as restrictions on foreign ownership – rather than 

“trade policies” as such. According to the OECD Services Trade Restrictiveness Index, 

which evaluates such domestic regulation-barriers31 for 50 economies (including 14 from 

Asia and the Pacific32), in 2021 Asia-Pacific recorded higher restrictiveness in services 

trade across all sectors than in the rest of the world33. The biggest differences in Index 

 

31 The categories evaluated include: (1) barriers to competition; (2) regulatory transparency and 
administrative requirements; (3) restrictions on foreign ownership and other market entry conditions; (4) 
restrictions on the movement of people; and (5) other discriminatory measures and international standards. 

32 Australia, China, Indonesia, India, Japan, Kazakhstan, Republic of Korea, Malaysia, New Zealand, 
Russian Federation, Singapore, Thailand, Turkey and Viet Nam. 

33 ESCAP calculation, based on OECD Services Trade Restrictiveness Index database (accessed February 
2022). The STRI index ranges from 0 (least restrictive) to 1 (most restrictive). In 2021, the STRI for Asia-
Pacific was 0.33, compared to 0.23 for the rest of the world. Over the 2016-2021 period however, Asia-
Pacific’s STRI score decreased by 1.5 per cent, while that for the rest of the world increased by 0.5 per 
cent. 
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scores between Asia-Pacific and the rest of the world were found in the rail freight 

transportation, accounting, and telecom sectors. At the same time, encouragingly, the 

region saw an increase in measures that aim to ease cross-border trade barriers related 

to customs clearance and recognition of electronic authentication methods in trade.34 

2. Preferential Trade Agreements 

As of October 2021, 350 PTAs in force worldwide had been notified to the WTO.35 Of 

these, nearly half involve at least one Asia-Pacific economy, highlighting the prominence 

of the region as a contributor to global PTAs. In fact, prior to COVID-19, all 12 FTAs that 

came into force in 2018 and 2019 involved Asia-Pacific economies.36 

However, during the pandemic many ongoing PTA negotiations were suspended or 

delayed37, as governments turned their focus to the health and economic crises, and the 

number of new PTAs signed globally decreased significantly between 2019 and 2021. 

Among the 15 signed38 during 2020-2021 emerged modern types of agreements centred 

on digital trade and digital-economy integration, including the Digital Economy 

Partnership Agreement (DEPA) among Singapore, New Zealand and Chile, and the 

Australia-Singapore Digital Economy Agreement (DEA), with more talks underway for 

similar agreements between Singapore and partners including the UK, Viet Nam and 

Korea.  Similarly, the Republic of Korea and China have signalled an interest in joining 

DEPA. 

As of October 2021, negotiations have been revived for eight PTAs involving Asia-Pacific 

economies that were initiated in 2020-2021, of which six are cross-regional rather than 

intraregional within Asia-Pacific, reflecting the trend of diversifying of trade partners and 

risks and the seeking of new market opportunities. This trend started prior to COVID-19 

but may have been exacerbated as the pandemic revealed new issues, such as the risks 

of relying on geographically undiversified (or single sourced) GVCs. 

 

34 See ESCAP (2021). Trade in Commercial Services Outlook 2021/2022. Asia-Pacific Trade and 
Investment Trends. Available at https://www.unescap.org/kp/2021/trade-commercial-services-outlook-
asia-and-pacific-20212022 

35 This number excludes digital trade agreements. See 
https://www.wto.org/english/tratop_e/region_e/region_e.htm 

36 Asian Development Bank (2021). Asian Economic Integration Report 2021. Available at 
https://www.adb.org/publications/asian-economic-integration-report-2021 

37 For example, the scheduled formal signing of the FTA between Cambodia and the Republic of Korea in 
mid-2021 was postponed due to the pandemic. See https://www.phnompenhpost.com/business/signing-
korea-trade-deal-postponed. 

38 10 of the 15 agreements have not been notified to the WTO despite being in force or signed, and are 
therefore not in line with the Transparency Mechanism agreed by WTO members. 

https://www.unescap.org/kp/2021/trade-commercial-services-outlook-asia-and-pacific-20212022
https://www.unescap.org/kp/2021/trade-commercial-services-outlook-asia-and-pacific-20212022
https://www.wto.org/english/tratop_e/region_e/region_e.htm
https://www.adb.org/publications/asian-economic-integration-report-2021
https://www.phnompenhpost.com/business/signing-korea-trade-deal-postponed
https://www.phnompenhpost.com/business/signing-korea-trade-deal-postponed
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There have also been important recent developments in two mega-trade agreements. 

First, the world’s largest trade deal, RCEP39, took effect on 1 January 2022 .40 Second, 

new members, including the UK and China, could potentially join the CPTPP. The 

accession of China would bring the economic size of CPTPP close to that of RCEP, and 

might pressure the other RCEP members who are not already party to CPTPP to join the 

agreement, despite its greater demand on members for domestic regulatory reform. 

Structure of PTAs in Asia and the Pacific 

Figure 7 illustrates two important trends regarding Asia-Pacific PTAs. First, their growth 

has been tremendous. The cumulative number of Asia-Pacific PTAs in force increased 

from 0 in 1973 to 50 in the early 2000s, but almost quadrupled afterwards to 195 in 2021. 

The second trend relates to the changing regional composition of Asia-Pacific PTAs. 

From the 1970s to the early 2000s, most PTAs signed were intra-subregional 

agreements. Since the early 2000s, however, along with increased interest in global and 

regional value chains and new market opportunities, Asia-Pacific economies began to 

sign more agreements with Asia-Pacific partners outside their own subregion, and 

partners from outside Asia-Pacific. At the same time, agreements signed with non-Asia-

Pacific partners continued to grow and by 2021 these constitute 53 per cent of all Asia-

Pacific PTAs in force. 

  

 

39 Covering about 30 per cent of global GDP and population. 

40 Of the 15 signatories, six ASEAN (Brunei Darussalam, Cambodia, Lao PDR, Singapore, Thailand, Viet 
Nam) and four non-ASEAN (Australia, China, Japan, New Zealand) countries had ratified as of November 
2021. Indonesia, Malaysia, Myanmar, the Philippines and the Republic of Korea have not yet ratified the 
agreement. NEEDS to be UPDATED 
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Figure 7. Cumulative number of Asia-Pacific PTAs in force (by geographical 
region) 

 

Source: ESCAP calculation, based on data obtained from APTIAD (accessed October 2021). 

In addition to the significant increase in the number of PTAs in the region over the last 25 

years, a growing number of trade agreements incorporate provisions that go beyond 

market access and liberalization of trade in goods to cover services and investment, 

(figure 8). At the same time, there has also been increasing inclusion of new provisions 

such as those on the environment, labour protections, sanitary and phytosanitary 

measures (SPS) and technical barriers to trade (TBT), trade facilitation, and e-commerce, 

as well as cooperation provisions on small and medium enterprises, which potentially has 

implications on sustainable development concerns such as the protection of climate and 

the environment41, health42, labour43, consumer rights and greater inclusion in trade. 

However, these provisions vary substantially among different PTAs in terms of language, 

scope and depth. Hence, implications on sustainable development differ across PTAs 

and in-depth analysis on each PTA concerned would be needed to understand them in 

greater detail.  

  

 

41 SDGs 13 (climate action) and related goals 7 (affordable and clean energy), 12 (responsible 
consumption and production), 14 (life below water) and 15 (life on land). 

42 SDG 3 (good health and well-being). 

43 SDG 8 (decent work and economic growth). 
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Figure 8. Cumulative number of Asia-Pacific signed or enforced PTAs, by 
selected area of provisions 

 

Source: ESCAP calculation, based on data obtained from APTIAD (accessed October 2021). 

Most, or 78 per cent of the 195 PTAs in force in the region are bilateral, with plurilateral 

agreements and Country-Bloc agreements constituting shares of 10 per cent and 12 per 

cent respectively. Many of these bilateral and plurilateral agreements involve the same 

countries, such as where members are party to both CPTPP and RCEP, in addition to 

having bilateral agreements with each other. This “noodle bowl” phenomenon can lead to 

increased international trade costs due to differences among the agreements in rules of 

origin, technical standards, and other non-tariff measures, although common rules of 

origin under RCEP could potentially alleviate some of these costs. Figure 9, a “noodle 

bowl” diagram of PTAs signed after January 2020, provides a snapshot of countries in 

the region – including those from different subregions – being linked through such 

agreements, while also highlighting that many of the recent regional integration efforts 

have centred on SEA. 
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Figure 9. PTAs in Asia-Pacific signed after January 2020 

 

Source: ESCAP, based on PTA information from the Asia-Pacific Trade and Investment Agreement 

Database (APTIAD) (accessed November 2021). 

As the number and membership of PTAs in the region has increased, so has the share 

of trade between PTA members in total Asia-Pacific trade. During 2011-2013, on average 

35 per cent of merchandise exports and 45 per cent of imports were transacted among 

PTA partners. By 2020, the shares had increased to 46.6 per cent and 53.1 per cent. 

Trade covered by PTA partners varies significantly among economies in the region, 

however, ranging from 0.7 per cent of exports for the Marshall Islands to 98.2 per cent of 

exports for Singapore. 

These large disparities reveal the generally low involvement of small developing 

economies – particularly PIDEs and LDCs – in PTAs. The reasons behind this 

phenomenon may include the lack of capacity to negotiate trade agreements, and the 

disincentive to do so given that these economies are still able to enjoy non-reciprocal 

trade preferences. Such low involvement presents medium- to long-term impacts: the loss 

of trade preferences after graduation could pose a challenge for these economies when 

they strive to compete with others that have established PTA ties over the years. There 

is a possibility that, without the MTS, these economies may be excluded from important 

trade blocs altogether. Asia-Pacific regional cooperation must thus ensure the inclusion 

of PIDEs and LDCs in integration efforts, and provide sufficient leeway to facilitate their 

involvement where needed. 
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The deepening scope of PTAs 

In recent years, trade agreements in the region have become deeper or  more 

comprehensive, as they deal with an expanding array of domestic policy domains (as 

seen in figure 8), enlarging the interface between PTA commitments and domestic 

regulations and areas of policy focus. Indeed, the addition of such domains exceeds the 

rules and commitments typically seen in WTO agreements, and even addresses issues 

not covered in WTO agreements. 

For instance, ten of the 13 (non-digital trade-focused) PTAs signed during 2020-2021 go 

beyond trade in goods and tariff reduction to encompass policy areas such as investment, 

movement of capital, intellectual property rights, the environment, and labour.44  This 

trend applies to existing agreements as well, as several have seen their protocols 

upgraded to deepen economic integration between partners, such as through amending 

or adding new key areas to enhance market access for trade in services, or address 

emerging issues such as e-commerce.45 

Digital trade elements, in particular, are increasingly incorporated into PTAs, with the 

number of agreements featuring e-commerce-related provisions accelerating since 

2013.46 Besides e-commerce, other complex digital issues covered in PTAs include online 

consumer protection, personal data protection, and data flows. 

With regard to environmental provisions, these were already becoming featured in PTAs  

prior to COVID-19, with 85 per cent of the PTAs signed in the region after 2005 containing 

at least one climate-related provision.47 In the years since, the worsening climate crisis 

and environmental concerns arising during the COVID-19 pandemic may have served to 

– and might continue to – drive environmental emphasis in PTAs.48 The CPTPP, for one, 

includes provisions prohibiting the relaxing of environmental laws to boost trade and 

investment, provisions requiring parties to the agreement to effectively enforce domestic 

environmental laws, as well as the first internationally legally binding commitment on fish 

subsidies. 

 

44 Examples include the Comprehensive Economic Partnership Agreements between Indonesia and the 
Republic of Korea, and between the United Kingdom and selected Asia-Pacific economies. 

45 For example, the four PTAs of China-Chile, China-New Zealand, China-Peru and China-Singapore have 
been upgraded to incorporate e-commerce. 

46 ESCAP calculation, based on data obtained from APTIAD (accessed October 2021). Based on the 11th 
WTO Ministerial Conference, e-commerce refers to the “production, distribution, marketing, sale or delivery 
of goods and services by electronic means”. 

47 https://www.unescap.org/kp/APTIR2021 

48 This environmental emphasis is of great importance to many Asia-Pacific economies, such as Pacific 
Island countries, due to their particular vulnerabilities to adverse climate impacts. 

https://www.unescap.org/kp/APTIR2021
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Both CPTPP and RCEP include chapters on small and medium-sized enterprises 

(SMEs), and both DEPA and DEA also contain SME provisions. DEPA goes further and 

has a module on inclusion (including for women and indigenous communities), while 

CPTPP also has a development chapter with a brief reference to women/trade and 

gender. The Global Trade and Gender Arrangement49 agreed in 2020 focuses on 

women’s economic empowerment. 

Overall, the deepening of trade agreements, together with increased participation from 

Asia-Pacific economies, hold ramifications for the wider MTS. Section E discusses these 

issues in further detail. 

D. Regional investment cooperation and integration: state of play 

Trade and foreign direct investment (FDI) are deeply linked, and generally supportive of 

each other. The Asia-Pacific region has seen steady and strong FDI growth since 2000. 

Despite this, many direct and indirect obstacles still hinder increases in intraregional FDI 

and regional integration. There is a need to overcome challenges related to overlapping 

international investment agreements (IIAs), poor business environments, lack of 

investment cooperation, barriers to trade, and investment promotion. Still, there have 

been advances in regional cooperation in investment through the conclusion of RCEP, as 

well as increased focus on investment in existing regional forums such as ASEAN and 

the Asia-Pacific Economic Cooperation (APEC) forum.  

1. Intraregional FDI trends 

FDI flows to and from the Asia and Pacific region have steadily grown over the last 

decade, to the point that the region was the largest receiver and source of global FDI 

flows in 2020. Despite the COVID-19 pandemic, the region has in fact been the largest 

source of global FDI flows since 2018, and this trend is likely to continue over the medium 

term.50 The emergence of outward investors in the region has strengthened intraregional 

investment flows. Illustrating this, nearly half (47 per cent) of all greenfield investments 

received by Asian and Pacific countries was intraregional in nature in 2020.  

Since 2009, intraregional greenfield investments have on average accounted for 52 per 

cent of all greenfield investment in Asia and the Pacific. ASEAN member countries have 

been the major recipients of such flows while the ENEA and SEA subregions constitute 

the largest sources, accounting for 63 per cent and 22 per cent respectively, of 

intraregional greenfield flows over the past decade. Overall, this emerging pattern of 

 

49 Signed by New Zealand, Canada, Chile, and Mexico. 

50 Taylor-Strauss, H., Becker, T, and V. Sharma (2021). Asia-Pacific Trade and Investment Trends: 
Foreign Direct Investment 2021-2022, UN ESCAP, Bangkok.  
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intraregional FDI inflows suggests that the Asia-Pacific region is becoming increasingly 

more integrated with itself than with other regions in the world (figure 10). 

Figure 10. Destinations of intraregional greenfield FDI inflows and share of total 
greenfield FDI inflows to Asia and the Pacific region, 2009-2020 

 

Source: ESCAP calculations based on fDi Intelligence data (accessed October 2021). 

*2021: January-September 2021 

However, as COVID-19 lockdown measures made greenfield investments the most 

vulnerable type of FDI globally during 2020 and 2021, there has been a simultaneous 

decline in both greenfield FDI to and from the region, as well as in intraregional greenfield 

FDI in the region (figure 11). Illustrating this, intraregional greenfield FDI decreased by 52 

per cent in 2020 from $138 billion to $66 billion. This type of investment has continued to 

decline in 2021, dipping by 34 percent in the January to September period of 2021 

compared to the same period in 2020.   

Figure 11. Announced greenfield FDI inflows to and outflows from Asia and the 
Pacific region, 2010-2021 

 

Source: ESCAP calculations based on fDi Markets data (accessed October 2021). 

*2021: January-September 2021 
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2. Investment agreements and regional frameworks 

The growth in intraregional investment flows over the last decade has been supported by 

the signing of numerous IIAs in the region. These have taken the form of bilateral 

investment treaties (BITs) or treaties with investment provisions (TIPs). There has been 

a proliferation of IIAs in recent years – there are more than 1,000 BITs in Asia-Pacific. 

The region saw 13 BITs signed or entered into force in 2019, 5 in 2020, and 3 so far in 

2021. Although the pace of signing treaties has been slowing down, so has the pace of 

termination of the IIAs. 4 treaties have been terminated since October 2020, while 3 have 

been signed. This compares favourably to previous years where the termination rate well 

exceeded that of emerging agreements. Globally, 11 TIPs were signed and/or entered 

into force in 2019, 8 of which had Asia-Pacific involvement. In 2020, the respective figures 

were 15 and 7 and in 2021 so far, 3 and 1. 

Notably, both the RCEP and CPTPP mega-trade agreements include important 

investment provisions. RCEP has a comprehensive chapter on investment, covering 

issues such as most-favoured nation clauses, national treatment provisions, security 

provisions granting legal and administrative proceedings, the prohibition of performance 

requirements, shall-clauses for fair and equitable treatment as well as transparency and 

disclosure requirements. RCEP is already boosting investor confidence and once in 

effect, is expected to significantly bolster investments among signatories and the region 

as such. The chapter does not provide any provisions on investment protection or non-

discrimination. More specifically, it does not include investor-state dispute settlement 

mechanisms, but RCEP Parties have agreed to review this two years after the Agreement 

has entered into force (see Article 10.8). Several other chapters in the Agreement also 

indirectly affect investment, such as those on trade in goods, trade in services, e-

commerce, other rules and disciplines, and economic cooperation. 

Compared to RCEP, CPTPP aims for stricter common standards on labour rights, 

environmental protections and investment dispute resolution. The inclusion of the 

investor-state dispute mechanism in the Agreement is the most noteworthy difference in 

the investment chapter of CPTPP compared to RCEP.51  Beyond this, CPTPP’s 

investment chapter also provides provisions for, inter alia, national treatment, most-

favoured nation clauses, performance requirements, minimum standards of treatment, 

expropriation and compensation, and capital transfers. Policy space and flexibility has 

also been incorporated into the Agreement through reservations referred to as ”non-

conforming measures” which allow Parties to the Agreement to maintain exceptions to 

the CPTPP services and investment chapters in particular.  

 

51 Except for New Zealand, which has signed reciprocal side letters with five CPTPP partners meaning 
that compulsory ISDS will not apply in those cases. 
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Other regional frameworks on investment in the region include the ASEAN 

Comprehensive Recovery Framework, which aims to promote sustainable and 

responsible investment for improving resilience from future shocks. ASEAN also adopted 

the ASEAN Investment Facilitation Framework (IFF) in October 2021 to expedite and 

streamline investment procedures in ASEAN countries.  

At the global level, more than 110 countries have been involved in negotiating a 

multilateral investment facilitation for development agreement within the context of the 

WTO since 2020 and they aim to reach a final agreement by the end of 2022. Unlike the 

concerns raised on JSIs being driven by high-income countries, the negotiations on this 

agreement have been driven by developing countries. From the outset, negotiating 

parties agreed to exclude issues related to market access, investment protection, and 

investor-state dispute settlement. Instead, the Agreement focuses on procedural issues 

that aim to improve the transparency and predictability of investment regimes, streamline 

administrative procedures for investment, and enhance cooperation between 

stakeholders. The Agreement also aims to have a built-in capacity building element to 

help signatory countries implement investment facilitation measures in line with the 

Agreement. Should an Agreement be reached, it stands to significantly boost FDI flows 

globally, but especially in developing countries.  

Looking ahead, while overall FDI flows to the Asia-Pacific region are expected to register 

small, positive growth in 2022, flows will likely remain below pre-crisis levels. Greenfield 

FDI flows in particular are expected to remain vulnerable and well under pre-crisis levels 

over the short-term as the COVID-19 pandemic and associated lockdown measures to 

curb it continue to evolve. Deepening regional cooperation on investment for sustainable 

development can help further ensure that FDI flows to the region remain resilient and 

leveraged for achieving the 2030 Agenda.  

The road to recovery from the COVID-19 pandemic will be hard and gradual, and it will 

require a significant influx of resources. FDI will be an especially important resource as 

public financing will be tight.52  Despite hampering investment, the pandemic has provided 

governments a unique opportunity to improve their investment regimes and enhance 

regional cooperation on investment. As a part of these efforts, it is essential that attention 

be paid to overcoming several obstacles that have held back deeper and more effective 

regional cooperation. These issues are further addressed in detail in the following section.  

 

52 It is still unclear whether developing countries of the region have enough fiscal space to invest in key 
sustainable development sectors in the recovery period. Furthermore, the packages that governments have 
put together, be they small or large, will considerably increase government debt burdens in the medium 
term and thereby further limit the resources available for development purposes, underscoring the 
significance of FDI for these purposes in the recovery period. (https://www.unescap.org/resources/mpfd-
policy-brief-no-116-assessment-fiscal-space-covid-19-response-and-recovery-asia)  

https://www.unescap.org/resources/mpfd-policy-brief-no-116-assessment-fiscal-space-covid-19-response-and-recovery-asia
https://www.unescap.org/resources/mpfd-policy-brief-no-116-assessment-fiscal-space-covid-19-response-and-recovery-asia
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E. Making regional trade and investment integration more inclusive 

and sustainable 

In his report, “Our Common Agenda”53, the UN Secretary-General highlighted the 

importance of a fairer and more resilient MTS that is open, rules-based, transparent and 

non-discriminatory54. The report calls on the international community to move away from 

restrictive trade practices, towards trade that helps address a range of sustainable 

development issues; in other words, trade that promotes inclusivity and sustainability, and 

that leads countries to achieving the SDGs. 

Indeed, countries recognize this impetus, and regional integration in Asia and the Pacific 

has been advancing in this direction in recent years. As the discussions in earlier sections 

show, there is a trend of a deepening in scope in regional agreements in Asia-Pacific. 

Regional integration is increasingly addressing the challenges of our times, including 

those brought on by the COVID-19 pandemic and climate change, with various efforts 

incorporating an ever-expanding array of policy domains through, for instance, featuring 

chapters and provisions on the environment and e-commerce in trade and investment 

agreements.  

These efforts hold valuable lessons that can be fed into the multilateral process at the 

WTO. In fact, issues such as intellectual property protection and environmental standards 

were first addressed in regional initiatives before being raised at the WTO level.55,56 When 

it comes to incorporating sustainability, the EU-Viet Nam RTA, for instance, has a chapter 

specifically on sustainable development. Another example of advanced regional efforts 

can be seen when comparing the WTO Trade Facilitation Agreement, which contains a 

non-binding obligation on members to establish a single window system (Article 10.4), 

with the ASEAN Single Window Agreement, which is a comprehensive commitment for 

member states to implement a regional single window. Continued progress in regional 

integration in Asia-Pacific – that is increasingly oriented toward sustainable development 

– can thus serve, if not as building blocks, as useful learning experiences and guidance 

for future multilateral frameworks, and contribute to the betterment of the MTS. 

Importantly, where levels of convergence are high among countries at the regional level 

on sustainability issues, those issues have a greater chance of being accepted at the 

 

53 https://www.un.org/en/content/common-agenda-report/ 

54 In line with SDG Target 17.10. 

55 https://www.wto.org/english/thewto_e/whatis_e/tif_e/bey1_e.htm 

56 An example being the agreed list of environmental goods developed in APEC, which has gone on to 
form the basis for the plurilateral negotiations for an Environmental Goods Agreement. 

https://www.un.org/en/content/common-agenda-report/
https://www.wto.org/english/thewto_e/whatis_e/tif_e/bey1_e.htm
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multilateral level.57  For instance, countries already undertaking deep measures in PTAs 

may be more willing to make similar commitments at the WTO level; similarly, the 

exploration of ideas and policy approaches in sub-regional groupings including ASEAN 

and fora such as APEC provide valuable lessons for the development of innovative 

approaches. Deep measures incorporated in regional trade and investment agreements 

could thus be further developed and diffused more widely, such as in other negotiations 

or through the expansion of memberships in agreements. 

In this sense, regional integration endeavours serve as a laboratory for new ideas and 

innovation, and the adoption of their sustainability provisions and concepts at a wider 

scale by many countries contributes toward convergence, and can help lead to a critical 

mass of countries needed (given the consensus-based decision-making of the WTO) to 

facilitate any eventual multilateralization of those rules in the MTS. Where deep measures 

are enforced in regional agreements, countries are even more likely to implement related 

policies and reforms, and will subsequently be more confident and ready to do likewise 

at the multilateral level. Moreover, unlike plurilateral negotiations which may in practice 

be driven by the participation of mainly developed countries, Asia-Pacific regional 

cooperation mostly centres around developing countries, offering a useful model for 

incorporating developing country needs at the WTO level. 

In this way, efforts by stakeholders and entities at various levels – the MTS, regional 

organizations and fora, trading blocs, individual member countries – synergize in a form 

of networked multilateralism. As noted by the UN Secretary-General58, such 

multilateralism that goes beyond or does not rely solely on traditional state-to-state 

cooperation is vital to tackling today’s challenges. Indeed, the prospects for regional 

integration and cooperation to translate to the MTS-level, including the bringing forth of 

developing-country perspectives, is valuable for a world that envisions more inclusive, 

sustainability-oriented international trade and investment. This strengthened inclusivity 

and sustainability will also bode well for the region’s preparedness for future crises59. 

In this context, the current section discusses recent advancements and future directions 

in a number of priority areas through which regional trade and investment integration can 

be made more inclusive and sustainable, and so support the emergence of a fairer, more 

resilient MTS.  

 

57 http://e15initiative.org/publications/sustainability-provisions-in-regional-trade-agreements-can-they-be-
multilateralised/ 

58 https://www.un.org/en/content/common-agenda-report/ 

59 Annex 3 discusses complementary policies for resilience and sustainability. 

http://e15initiative.org/publications/sustainability-provisions-in-regional-trade-agreements-can-they-be-multilateralised/
http://e15initiative.org/publications/sustainability-provisions-in-regional-trade-agreements-can-they-be-multilateralised/
https://www.un.org/en/content/common-agenda-report/
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1. Simplify and digitalize trade procedures 

The simplification and digitalization of international trade procedures, or digital trade 

facilitation, is essential to reduce trade costs and enable developing economies to 

effectively use trade as an engine of growth and sustainable development. The WTO 

Trade Facilitation Agreement (TFA), which aims to expedite the movement, release, and 

clearance of goods, is currently the only multilateral agreement on trade facilitation60.  It 

contains provisions relevant to, but that only touch on limited aspects of the digitalization 

of trade, which is increasingly rising in importance as data and digital means are 

becoming integral aspects of trade.  

Full digital trade facilitation implementation beyond TFA measures could cut average 

trade costs in the region by more than 13 per cent. Moreover, digital solutions can aid 

sustainable trade facilitation by lowering barriers especially for marginalized stakeholder 

groups in international trade. In fact, a highly positive correlation between digital and 

sustainable dimensions of trade facilitation has been shown in a recent ESCAP report.61 

The 2021 UN Global Survey on Digital and Sustainable Trade Facilitation shows 

continued progress in the streamlining of trade procedures in Asia-Pacific, despite supply 

chain difficulties triggered by the pandemic. The implementation rate of 31 general and 

digital trade facilitation measures for 46 countries in the region increased to 64.9 per cent 

in 2021, 6 percentage points higher than in 2019.  

General trade facilitation measures, such as in transparency, formalities, institutional 

arrangement and cooperation, are well implemented in the region (implementation rate 

at 60-80 per cent). Significant progress has also been observed in cross-border paperless 

trade, through the implementation of compatible, integrated and synchronized regional 

platforms bilaterally and in several subregions. However, the implementation level for 

cross-border paperless trade still stands low at 38.5 per cent, with bilateral and 

subregional paperless trade systems remaining mostly at the pilot stage. 

Given the large potential benefits of digital trade facilitation, countries should work 

together and develop the legal and technical protocols needed for the seamless exchange 

of regulatory and commercial data and documents along the international supply chain. 

In this regard, the Framework Agreement on Facilitation of Cross-border Paperless Trade 

in Asia and the Pacific (CPTA), a UN treaty that aims to accelerate the implementation of 

digital trade facilitation measures for trade and development, could support countries by 

providing a dedicated, inclusive and capacity building-focused intergovernmental 

platform.  

 

60 https://www.wto.org/english/tratop_e/tradfa_e/tradfa_e.htm 

61 Digital and Sustainable Trade Facilitation in Asia and the Pacific 2021: 
https://www.unescap.org/kp/2021/untf-survey-2021-regional?ref=untfsurvey.org  

https://www.wto.org/english/tratop_e/tradfa_e/tradfa_e.htm
https://www.unescap.org/kp/2021/untf-survey-2021-regional?ref=untfsurvey.org
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The CPTA provides a set of key principles to simplify and digitalize trade procedures, 

which could be mainstreamed in national policies as well as in other multilateral 

agreements. These include functional equivalence between paper and electronic 

documents, promotion of interoperability, improved trade facilitation and regulatory 

compliance, and cooperation between public and private sectors. These key principles, 

as internationally accepted, provide a solid foundation for discussing and developing 

cross-border paperless trade among regional and global partners. Second, 

comprehensive action plans to address legal and technical issues in cross-border 

paperless trade can be developed. National and regional action plans could include 

development of technical and legal measures, detailed actions for designing pilot projects, 

capacity building support, and information- and experience-sharing activities among 

countries in the region. Collective implementation of the action plans is expected to lead 

to practical standardized solutions and protocols for cross-border paperless trade, which 

could support the emergence of more inclusive rules in this area under the MTS. Several 

countries have already completed national readiness assessments and developed initial 

action plans, as well as ongoing studies in this regard.62 

ESCAP has been and will continue supporting countries in trade digitalization, including 

in the CPTA, conducting national readiness assessment studies63 and providing online 

courses for policy makers.64 The CPTA is an inclusive and flexible intergovernmental 

platform that benefits all parties regardless of their current state of implementation of 

paperless trade. The agreement entered into force in February 2021 and its 

implementation addresses the lack of an intergovernmental coordination mechanism to 

support the adoption of common international standards, harmonize legal frameworks, 

gradually fill capacity gaps, and build understanding and trust between countries so that 

all relevant stakeholders can effectively exchange data across borders in a reliable and 

safe environment. 

2. Enable inclusive and sustainable cross-border e-commerce  

The digitalization of trade was already thriving in the world economy prior to the COVID-

19 pandemic, but its growth has since accelerated unprecedentedly. The Asia-Pacific 

region is the fastest growing e-commerce marketplace and holds the largest share of the 

business-to-consumer (B2C) markets.65  The region covers 43 per cent of the global 

 

62 See completed and ongoing national studies of readiness assessment for cross-border paperless 
trade: https://www.unescap.org/resources/readiness-assessments-cross-border-paperless-trade  

63 Ibid. 

64 Online courses on trade facilitation and trade policy can be found at 
https://www.unescap.org/kp/2021/e-learning-courses-trade-policy-negotiation-and-facilitation  

65 ADB (2018), “Embracing the e-Commerce Revolution in Asia and the Pacific”. 

https://www.unescap.org/resources/readiness-assessments-cross-border-paperless-trade
https://www.unescap.org/kp/2021/e-learning-courses-trade-policy-negotiation-and-facilitation
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share of the e-commerce market and Internet users in the region are also growing 

exponentially66. The pandemic has demonstrated the essential role of digital 

technologies67 in the provision of essential goods and services when physical trade 

channels are hampered, in doing business both at home and across borders, and for the 

economic and trade recovery.68  

The potential of digital trade to support inclusiveness has been widely recognized. Digital 

trade offers a springboard to foreign markets for disadvantaged or underserved 

population groups within a country – small businesses and women in particular69. E-

commerce marketplaces with verification systems made possible through digitally 

enabled services help establish trust – an issue that was challenging and that 

disadvantaged small businesses in the past. In the case of women, digital technology not 

only improves women entrepreneurs’ access to international markets and external 

finance, but can also enhance their ability to handle both domestic and cross-border 

business by reducing business and trade costs and enhancing efficiency and productivity, 

for example through superior back-office tools. In this context, countries that can put in 

place conducive environments for leveraging digital trade (including the regulatory 

environment, access to digital infrastructure, and digital literacy and skills-development) 

are set to benefit most from the value created by the digital economy, and to achieve 

inclusive and sustainable development through it. 

The benefits of digitalization will not manifest automatically. Attaining them requires not 

only access to ICT infrastructure but also a regulatory environment that enables secure 

and efficient cross-border digital transactions, and a good level of digital literacy in the 

workforce. However, there is a lack of international rules or consensus on digital trade, 

with WTO rules touching on the issue tangentially. The plurilateral Information 

Technology Agreement focuses specifically on the elimination of duties among partner 

countries for certain information technology products70, while the TFA covers limited 

aspects of trade digitalization (as mentioned in the previous sub-section); with regard to 

digital services, the GATS applies but was negotiated when the modern “digital economy” 

 

66 In six SEA countries (Indonesia, Malaysia, the Philippines, Singapore, Thailand and Viet Nam), for 
example, internet users grew from 260 million in 2015 to 400 million in 2020 

67 Arguably, digitalization has proliferated such that it has become a “must-have” for businesses to digitalize 
in order to continue to operate in a more digitalized environment. 

68 See https://www.unescap.org/kp/2021/trade-goods-outlook-asia-and-pacific-20212022 and 
https://www.unescap.org/kp/2021/trade-commercial-services-outlook-asia-and-pacific-20212022 

69 Contributing respectively to SDG Targets 8.3 “Promote development-oriented policies that support 
productive activities, decent job creation, entrepreneurship, creativity and innovation, and encourage the 
formalization and growth of micro-, small- and medium-sized enterprises, including through access to 
financial services” and 5.b “Enhance the use of enabling technology, in particular information and 
communications technology, to promote the empowerment of women” 

70 https://www.wto.org/english/news_e/brief_ita_e.htm 

https://www.unescap.org/kp/2021/trade-goods-outlook-asia-and-pacific-20212022
https://www.unescap.org/kp/2021/trade-commercial-services-outlook-asia-and-pacific-20212022
https://www.wto.org/english/news_e/brief_ita_e.htm


38 

 

was nascent, and does not fully reflect the evolution of technology and business models 

of the last twenty-five years. Positively, one of the current plurilaterals in the WTO context 

is a JSI on e-commerce. 86 WTO members are participating in it, collectively accounting 

for over 90 percent of global trade in e-commerce and representing all major geographical 

regions and levels of development.71 However this does not include the broader WTO 

membership, and while substantial progress has been made (including on text elements), 

to date no concrete binding agreement has been concluded.72 Digital trade has thus 

mostly been governed through domestic regulations and various regional agreements. 

The latter, which can include binding provisions on e-commerce, should be built upon and 

enhanced in order to realize the potential of digital trade for inclusive development. 

As the governance of digital trade has proven complex and multifaceted, policymakers 

need to better understand the drivers of this paradigm for trade and find solutions to 

potential issues in dialogue with business leaders and other stakeholders, to ensure that 

digital trade policies are more sustainable and inclusive for all. One important 

consideration is that as advanced digital technologies proliferate, more globally/regionally 

harmonized rules will be needed as traditional, national regulatory tools become less 

effective in regulating cross-border transactions. Balancing the different factors and 

priorities requires a clear understanding on what measures can impact digital trade 

integration, and assessments on whether these measures are necessary to achieve an 

important policy objective or whether they can be lifted to lower costs for businesses and 

consumers engaging in digital trade. 

In this context, enhancing cooperation among countries, as well as with international 

organizations and the private sector to address specific and the most pressing challenges 

is vital. Participation of Asia-Pacific countries in the regional UN treaty on paperless trade 

mentioned above, as well as in the new generation digital trade agreements such as 

DEPA, DEA, the provisions in CPTPP and RCEP, as well as the 2019 ASEAN Agreement 

on Electronic Commerce (and its associated work programme) – and wider participation 

from the region in the WTO JSI on e-commerce – could provide useful insights and serve 

as building blocks for an MTS that would more fully take into account the priorities of the 

region in this important area. 

3. Support climate-smart trade and investment 

As discussed in the Asia-Pacific Trade and Investment Report 2021, the relationship 

between trade and climate change is complex and goes beyond transport-related 

emissions. The most pivotal role of international trade in climate action is in spreading 

technologies to attain ‘green’ economies and reduce emissions. However, many of such 

 

71 See https://www.wto.org/english/tratop_e/ecom_e/joint_statement_e.htm 

72 https://www.wto.org/english/news_e/news21_e/ecom_14dec21_e.htm 

https://www.wto.org/english/tratop_e/ecom_e/joint_statement_e.htm
https://www.wto.org/english/news_e/news21_e/ecom_14dec21_e.htm
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goods currently face higher average tariffs and a higher number of non-tariff measures 

than coal. 

At the multilateral level, talks to reduce tariffs on climate and other environmental goods 

through establishing the WTO Environmental Goods Agreement (EGA) have stalled, and 

the plurilateral initiatives on Plastics Pollution, Trade and Environment Structured 

Discussions and Fossil Fuel Subsidy Reform have yet to result in concrete outcomes73. 

Regional-level initiatives have since materialized to fill this gap. APEC members have 

succeeded in reducing tariffs on environmental goods to below 5 per cent for all its 

members in 2021, and is looking at expanding the APEC list of environmental goods as 

well as considering environmental services that could be added.74 New Zealand, together 

with Costa Rica, Fiji, Iceland, Norway and Switzerland have launched negotiations on a 

new initiative – the Agreement on Climate Change, Trade and Sustainability (ACCTS). It 

seeks to eliminate tariffs on such goods in their entirety, as well as disciplining harmful 

fossil fuel subsidies, and advocates the use of climate-smart non-tariff measures (e.g., 

energy efficiency labelling, minimum energy requirements for imports).  

Increasingly, climate is addressed through provisions in RTAs, with many of them now 

containing chapters pertaining to the environment. Indeed, most RTAs set commitments 

that go beyond WTO agreements, making them useful vehicles for dealing with 

environmental issues – including climate change – and providing opportunities for 

learning through experience, which in turn can feed back into future developments of the 

MTS.  

A majority – 85 per cent – of the RTAs signed after 2005 that involve Asia-Pacific 

economies contain at least one climate-related provision.75 Countries should build on this 

to continue utilizing RTAs to address climate goals. A good starting point would be to 

incorporate commitments to reduce tariff and non-tariff barriers to trade on environmental 

goods and services, as well as eliminate environmentally harmful subsidies, particularly 

for fossil fuels (as well as those affecting fisheries and agriculture), and to support the 

transition to renewable energy as well as policies to reduce emissions comprehensively76. 

 

73 67 WTO members are participants in the initiative on plastics pollution. See 
https://www.wto.org/english/tratop_e/ppesp_e/ppesp_e.htm 

74 See https://www.apec.org/meeting-papers/annual-ministerial meetings/2021/2021-apec-ministerial-
meeting     

75 Most of these provisions utilize soft language, such as statements of intent, while others incorporate 
commitments to adopt policies. See https://www.unescap.org/sites/default/d8files/knowledge-
products/APTIR2021_3.pdf 

76 SDG Target 12.c: Rationalize inefficient fossil fuel subsidies that encourage wasteful consumption by 
removing market distortions, in accordance with national circumstances, including by restructuring taxation 
and phasing out those harmful subsidies, where they exist, to reflect their environmental impacts, taking 
fully into account the specific needs and conditions of developing countries and minimizing the possible 
adverse impacts on their development in a manner that protects the poor and the affected communities. 

https://www.wto.org/english/tratop_e/ppesp_e/ppesp_e.htm
http://www.apec.org/meeting-papers/annual-ministerial
https://www.unescap.org/sites/default/d8files/knowledge-products/APTIR2021_3.pdf
https://www.unescap.org/sites/default/d8files/knowledge-products/APTIR2021_3.pdf
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To enhance effectiveness, climate-related provisions should specify more precise, 

measurable and binding commitments, and credible enforcement mechanisms should be 

incorporated in these agreements; the first-best approach would be a multilateral one 

given the global challenge that climate change represents, and the risks of adverse 

unintended consequences arising from unilateral actions. 

Cooperation at the subregional level can help countries progress in these areas and in 

building toward their climate goals. For example, ASEAN, which already has 

“Communities” based on security, economic, and socio-cultural pillars, can consider 

establishing a “Climate Community” to enhance collaboration of members on climate 

endeavours not only within the bloc, but also across the wider Asia-Pacific region.77 

4. Facilitate transit and transport 

At the multilateral level, the WTO TFA touches on freedom of transit and transport, in the 

context of trade facilitation.78 However, concrete agreements in this field are generally 

attained through regional instruments, and various areas – beyond that featured in the 

TFA – need to be addressed to enable a resilient transport system in support of 

sustainable regional trade and investment.79 Member States have increasingly shifted 

their attention to transport facilitation issues – to operationalize and optimally utilize 

existing transport infrastructure – and, more recently, deepening the sustainability of 

freight transport. However, the state of transport facilitation remains uneven among Asia-

Pacific subregions. As a close proxy, the World Bank’s Logistics Performance Index80 

shows that logistics performance was consistently better among countries in East Asia 

than in South Asia from 2007 to 2018. Facilitating transport in the region and addressing 

such uneven performance among countries and subregions is a long-term task and 

requires sustained engagement among stakeholders. 

In this respect, there have been major regional initiatives facilitating transport among 

Asia-Pacific countries81. A Regional Strategic Framework for facilitation of international 

road transport was adopted in 201282. It aims to provide general guidance to member 

States and support the formulation of policies, agreements, projects and related 

 

77 https://www.hinrichfoundation.com/research/wp/sustainable/greening-road-ahead-asean-climate 

78 https://repositorio.cepal.org/bitstream/handle/11362/37470/S1420600_en.pdf 

79 Considerable barriers to trade in services in transport, logistics, freight, distribution, etc., in countries in 
the region can also be reduced. 

80 https://lpi.worldbank.org/ 

81 Contributing to SDG Target 9.1: Develop quality, reliable, sustainable and resilient infrastructure, 
including regional and transborder infrastructure, to support economic development and human well-being, 
with a focus on affordable and equitable access for all. 

82 https://www.unescap.org/resources/regional-strategic-framework-facilitation-international-road-transport 

https://www.hinrichfoundation.com/research/wp/sustainable/greening-road-ahead-asean-climate
https://repositorio.cepal.org/bitstream/handle/11362/37470/S1420600_en.pdf
https://lpi.worldbank.org/
https://www.unescap.org/resources/regional-strategic-framework-facilitation-international-road-transport
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measures to promote common approaches in addressing transport facilitation issues. In 

a similar fashion, a Regional Cooperation Framework for facilitation on international 

railway transport83 was adopted in 2015, while a Regional Framework for Development, 

Design, Planning and Operation of Dry Ports of International Importance was adopted in 

2018 to support the development of an integrated intermodal transport system for the 

region. These agreements bring regional actors closer in collaboration, and  complement 

and support rising intra and interregional trade. 

One key area for continued development is the digitalization of transport. Particularly, 

electronic cargo tracking84 – together with automatic customs transit transport systems – 

has enormous potential for regional cooperation in transit transport facilitation while 

contributing toward climate goals. Such systems eliminate the use of paper in favour of 

digital information exchanges, and reduce transit guarantee costs due to their low-risk 

perception among control agencies, making it possible to simplify otherwise cumbersome 

transit transport formalities. Already, such a system is being implemented along the India-

Nepal transit transport corridor with immense benefits85. 

The exponential increase in the number of Asia-Europe freight trains over the last decade 

along various routes of the Trans-Asian railway network86 have opened new opportunities 

for regional cooperation in rail transport to support increasing trade sustainably. 

Enhanced collaboration among rail authorities and streamlined formalities of border 

agencies through digital information exchange can make Asia-Europe container freight 

trains a reliable component of sustainable connectivity between Asia and Europe, 

supporting increasing trade between two continents. The Working Group constituted 

under the intergovernmental agreement on the Trans-Asian Railway network provides a 

well-established platform to deepen regional cooperation to harness emerging 

opportunities in railway transport. 

These various regional initiatives not only complement the TFA objectives, but also go a 

long way in improving transport collaboration among Asia-Pacific countries and 

supporting sustainable trade and achievement toward the SDGs. At the same time, the 

negative externalities generated by freight transport have become increasingly evident 

and need to be urgently addressed. To this end, ESCAP supports member States in 

developing sustainable freight transport strategies87 to mitigate these externalities while 

 

83 https://www.unescap.org/resources/regional-cooperation-framework-facilitation-international-railway-
transport 

84 ESCAP has provided support in this area through pilot application of the ESCAP secure cross border 
transport model. See https://www.unescap.org/resources/secure-cross-border-transport-model 

85 https://www.transecur.com/ 

86 http://www.tieheng-sh.com/blog/2011-2019 

87 https://www.unescap.org/sites/default/d8files/event-documents/ESCAP-TARN-WG-2021-4-E.pdf 

https://www.unescap.org/resources/regional-cooperation-framework-facilitation-international-railway-transport
https://www.unescap.org/resources/regional-cooperation-framework-facilitation-international-railway-transport
https://www.unescap.org/resources/secure-cross-border-transport-model
https://www.transecur.com/
http://www.tieheng-sh.com/blog/2011-2019
https://www.unescap.org/sites/default/d8files/event-documents/ESCAP-TARN-WG-2021-4-E.pdf
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maximizing positive spill overs, by promoting freight transport polices that aim to provide 

an optimal balance among the economic, social, and environmental pillars of sustainable 

development. 

5. Address regional investment governance and enhance transparency and 

predictability 

Due to the lack of a global governance mechanism (e.g., multilateral framework) on 

investment, investment promotion and protection have primarily been undertaken through 

IIAs.88 The resulting proliferation of IIAs in recent years in the region, with overlaps and 

duplication in a number of areas, has led to inconsistencies, legal interpretation problems, 

and an increase in investor-state disputes. For instance, although a subregional-level 

investment agreement exists in SEA89, individual countries continue to maintain national 

investment laws and bilateral agreements with each other and external partners, resulting 

in a complex network of international obligations and rules to be followed by investors. 

Regional investment cooperation must therefore enhance regional investment 

governance by consolidating and streamlining BITs and IIAs to improve transparency and 

clarity of international investment rules. 

Concurrently, investment policies and regulatory frameworks that are coherent, 

transparent and designed to mobilize investments oriented toward sustainable 

development are critical. Policies and frameworks must strike a delicate balance between 

incentivizing foreign investors and achieving domestic sustainable development 

objectives. For example, rather than providing across the board tax deductions for FDI, 

tax and other incentives can target investments in green sectors or sectors that generate 

more jobs. 

IIAs must also improve their orientation towards sustainable development. To this end, 

many countries, especially developed and emerging economies, have started to 

incorporate sustainable development provisions (SDPs) in their IIAs. While it is yet 

premature to conclude that making sustainable development-oriented IIAs has become a 

global trend, Asia-Pacific countries, including LDCs and LLDCs, have begun to note this 

emerging trend and build capacity in this area.  

Additionally, reinvigorating multilateral and regional cooperation on investment facilitation 

for development (IF4D) is key to boosting sustainable FDI, especially for countries in 

special situations in the region. IF4D measures improve the transparency and 

 

88 And while negotiations are ongoing in the WTO on a multilateral framework on investment facilitation 
for development, any Agreement that is achieved from these negotiations will exclude issues related to 
market access, investment protection and investor state settlement dispute. 

89 The ASEAN Comprehensive Investment Agreement. 
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predictability of investment frameworks, streamline procedures related to foreign 

investors and enhance coordination and cooperation between different stakeholders. 

As discussed in Section D, Asia-Pacific developing countries have been driving the IF4D 

agenda at bilateral, regional and multilateral levels, including through the ASEAN 

Investment Facilitation Framework (IFF)90 and RCEP (with investment facilitation 

provisions), and supporting negotiations91 on the WTO multilateral framework on IF4D92. 

Clear synergies exist between regional investment facilitation frameworks and the WTO 

multilateral framework on investment facilitation for development. All of them largely focus 

on improving predictability, transparency, streamlining of procedures, and coordination 

and cooperation with the objective of making investment more sustainable. Regional 

cooperation framework outcomes and provisions can help guide negotiations at the WTO 

to ensure that any such agreement on investment facilitation contributes to sustainable 

development. These initiatives also hold the potential for sparking national reforms to 

implement investment facilitation measures.93 

6. Support the development of an investment cooperation platform to better 

leverage intraregional investment flows 

Regional cooperation, along with political commitment to keep countries open to 

investment, is critical to helping economies and businesses build back better in the 

recovery period and harness the potential of regional value chain-linked FDI. Such 

cooperation can stimulate more FDI and attract and facilitate investments to address 

transboundary challenges, make national and international investment governance more 

coherent and sustainable development-oriented, and enable countries to tap intraregional 

investment flows more effectively. One potential avenue to realizing this cooperation 

could be a regional investment cooperation platform – something which is not provided 

for through the WTO IF4D. 

Given the rise in outward FDI from the region and the increasing significance of 

intraregional FDI flows, investment cooperation should be broadened at the regional and 

 

90 Investment facilitation is also a major pillar in the ASEAN Comprehensive Investment Agreement 

91 Including Australia; Cambodia; China, Hong Kong; China, Japan; Kazakhstan; Kyrgyzstan; Laos PDR; 
Macao, China; Malaysia; Mongolia; Myanmar; Pakistan; the Republic of Korea; the Russian Federation; 
Singapore; Tajikistan; Turkey; and  Vanuatu. 

92 A draft text had been created for the framework which was to be negotiated at the now-postponed 
WTO Ministerial Conference 12 in December 2021. Negotiations are expected to continue into 2022. 

93 Examples of investment facilitation for development measures can be found here: 
https://poseidon01.ssrn.com/delivery.php?ID=77111607411107400600706511111108002510100703503
708804810210109802200500510209210910304202902402404911209706511710411007511608506108
102406404209809209711401001602312508503804512010411700112609009511509901302211311712
4119097001003070122092075002122095007&EXT=pdf&INDEX=TRUE  

https://poseidon01.ssrn.com/delivery.php?ID=771116074111074006007065111111080025101007035037088048102101098022005005102092109103042029024024049112097065117104110075116085061081024064042098092097114010016023125085038045120104117001126090095115099013022113117124119097001003070122092075002122095007&EXT=pdf&INDEX=TRUE
https://poseidon01.ssrn.com/delivery.php?ID=771116074111074006007065111111080025101007035037088048102101098022005005102092109103042029024024049112097065117104110075116085061081024064042098092097114010016023125085038045120104117001126090095115099013022113117124119097001003070122092075002122095007&EXT=pdf&INDEX=TRUE
https://poseidon01.ssrn.com/delivery.php?ID=771116074111074006007065111111080025101007035037088048102101098022005005102092109103042029024024049112097065117104110075116085061081024064042098092097114010016023125085038045120104117001126090095115099013022113117124119097001003070122092075002122095007&EXT=pdf&INDEX=TRUE
https://poseidon01.ssrn.com/delivery.php?ID=771116074111074006007065111111080025101007035037088048102101098022005005102092109103042029024024049112097065117104110075116085061081024064042098092097114010016023125085038045120104117001126090095115099013022113117124119097001003070122092075002122095007&EXT=pdf&INDEX=TRUE
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intergovernmental levels. While services that matchmake investors with firms have long 

been offered by investment promotion agencies (IPAs), they are an underdeveloped 

means for targeting intraregional investment flows, particularly among developing 

countries of the region, and specifically investment flows in priority SDG sectors in host 

countries. 

Inward FDI is typically promoted by one agency in a country, typically an IPA, whereas 

outward FDI promotion efforts are usually under the purview of several agencies94 that 

often do not communicate with each other. Yet, their respective connections and 

interactions with domestic business communities means they have significant knowledge 

of potential outward investors for sustainable investment projects in host countries in the 

region. 

To this end, ESCAP is working with several international and regional institutions, 

including the World Economic Forum, to develop a proposal for a regional investment 

cooperation platform. For instance, ESCAP’s “ARTNeT on FDI” platform could 

meaningfully engage and bring together the many actors involved in supporting outward 

FDI in one country with the inward IPAs of another country, enabling institutions on both 

sides to better channel intraregional FDI flows into sustainable development projects. 

Increased cooperation between FDI institutions in source and destination countries can 

be a win-win for both sides that enables the region to build back better. 

Concurrently, regional cooperation can also strengthen public-private partnerships, a 

modality useful for tapping investments that contribute to sustainable development (see 

box 3). 

Box 3: Strengthening public-private partnerships in regional cooperation 

Public-private partnerships (PPPs) are a modality that can bring important benefits to 

investments and projects that contribute to sustainability – particularly social – 

outcomes, such as those providing health care, schools, access to clean water, 

wastewater treatment, and access to affordable housing. 

PPPs enable project costs to be spread over a much longer timeframe. This allows 

governments – particularly from developing countries, where they face more limited 

budgets – to initiate important projects without overly constraining their ability to spend 

in other areas. In some cases, the ability to utilize PPP can be the crucial factor enabling 

a project’s initiation. Engaging with the private sector through PPPs also allows 

governments to facilitate access to modern technology and the latest innovations. As 

countries develop and increase their energy needs while meeting their Paris Agreement 

 

94 Inter alia export credit agencies, development finance institutions, special purpose institutions, trade 
promotion institutions, and other line ministries. 



45 

 

commitments, there is increasing urgency for environmentally sustainable energy 

sources. The greater access to technology and innovations afforded by PPPs could 

help countries progress towards a greener future. 

To promote PPP utilization95 in the region and harness their potential for inclusive and 

sustainable development, two significant areas within trade agreements can be 

improved: government procurement and dispute settlement. 

Governments should have an open, non-discriminatory and transparent process of 

selecting their partner. A transparent process also instills confidence and increases the 

number of potential partners interested in submitting a tender. However, trade 

agreements in the region, including RCEP, do not effectively address government 

procurement,96 and some agreements do not address it at all.97  

One drawback of PPP is the large number of often-complex legal contracts in a typical 

project. The existence of a robust, transparent, efficient, and credible dispute settlement 

system (which applies to government procurement) is thus an important factor for 

private parties considering joining a PPP.98 Furthermore, dispute settlement 

mechanisms can help ensure that PPPs do not harm the environment or local 

communities. Notably, RCEP does not have any mechanism in place for investor-state 

dispute settlement (ISDS),99 which may reduce private sector interest in PPPs involving 

signatories that do not have clear, strong dispute settlement systems defined 

elsewhere.  

While RTAs include measures that could encourage PPP utilization, more can be done 

to support them. RCEP, for one, is a living document that can be updated and 

expanded. Its members could look to the CPTPP and its “world-class procurement”100 

standards guided by principles of national treatment, transparency, impartiality, and 

 

95 SDG Target 17.17: Encourage and promote effective public, public-private and civil society 
partnerships, building on the experience and resourcing strategies of partnerships. 

96 Heilman Grier, Jean. Government procurement – key element in TPP; Missed opportunity in RCEP? 
Asia Pathways. ADBI Institute. March 3, 2014. 

97 Tan, Ivy and Di, Wu. Understanding the Regional Comprehensive Economic Partnership Agreement 
(RCEP). Baker Mckenzie. December, 2020. 

98 UNESCAP. Dispute Resolution. A Primer to Public-Private Partnerships in Infrastructure Development. 
2008. https://www.unescap.org/ttdw/ppp/ppp_primer/73_dispute_resolution.html 

99 Zhou, Jingyuan. An Important Step Forward and a Delicate Balance – Observations on the Regional 
Comprehensive Economic Partnership. Insights. American Society of International Law. December 10, 
2020. 

100 Trans-Pacific Partnership Agreement, Chapter Summary: Government Procurement. Department of 
Foreign Affairs and Trade. Australia Government. March 6, 2020. 

https://www.unescap.org/ttdw/ppp/ppp_primer/73_dispute_resolution.html
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accountability101, and develop dispute settlement mechanisms to reassure potential 

PPP investors. Countries unfavourable toward traditional ISDS could explore 

alternative systems, such as a multilateral investment court system or cooperation and 

facilitation investment agreements. ESCAP could serve as a regional partner to help 

countries create more conducive environments for PPPs with their trade agreements, 

and leverage those partnerships to tap on intraregional investment flows and promote 

inclusive and sustainable development. 

F. Conclusion 

The multilateral trading system has, undoubtedly, faced multiple hurdles over the years, 

with the COVID-19 pandemic adding on to and amplifying these challenges. 

Nevertheless, in the face of such circumstances, Asia and the Pacific has seen much 

progress in regional cooperation and integration, building on the foundation that the MTS 

has provided. These developments, not least in the deepening of trade agreements to 

encompass concerns relating to sustainability, inclusion and digital transformation, hold 

much promise as building blocks of a more networked, resilient, and sustainable 

development-oriented multilateral trading system. 

On that basis, this paper has highlighted several priority areas for making regional trade 

and investment integration more inclusive and sustainable. As they seek to recover from 

the pandemic and look ahead, countries in the region should grab hold of opportunities 

to build upon current endeavours in these areas while advancing new initiatives. 

At the same time, attention must be paid to building up capacities – such as in digital skills 

and infrastructure, climate readiness and epidemic resilience – to enable inclusive 

participation in the myriad initiatives. Regional initiatives and those at the multilateral level 

must continue to emphasize special and differential treatment (S&DT), such as provisions 

in trade agreements that grant developing countries and LDCs special rights and 

support.102 Examples include longer time periods for implementing commitments of trade 

agreements, and the rendering of technical assistance from other countries to build 

domestic capabilities. ESCAP, in its role, will continue to assist Asia-Pacific member 

States in these areas through its capacity building activities, analytical studies and 

intergovernmental platform, and boost efforts to support the emergence of a multilateral 

trading system that is more fair, resilient, transparent, inclusive and respectful of the 

environment. 

  

 

101 What does the CPTPP mean for government procurement? Government of Canada. September 12, 
2018. https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-
acc/cptpp-ptpgp/sectors-secteurs/government_procurement-marches_publics.aspx?lang=eng 

102 https://www.wto.org/english/tratop_e/devel_e/dev_special_differential_provisions_e.htm 

https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/cptpp-ptpgp/sectors-secteurs/government_procurement-marches_publics.aspx?lang=eng
https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/cptpp-ptpgp/sectors-secteurs/government_procurement-marches_publics.aspx?lang=eng
https://www.wto.org/english/tratop_e/devel_e/dev_special_differential_provisions_e.htm
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Annex 1: List of ESCAP members participating in WTO joint 

initiatives 

Joint Initiative 

 

 

E-

commerce 

Investment 

Facilitation for 

Development 

Micro, small 

and medium-

sized 

enterprises 

(MSMEs) 

Services 

Domestic 

Regulation 

Environmental 

Sustainability 

Plastics 

pollution and 

environmentally 

sustainable 

plastics trade 

Fossil Fuel 

Subsidies 

  

ESCAP MEMBERS 

  

PACIFIC   

Australia X X X X X X  

Fiji     X X X 

Kiribati        

Marshall Islands        

Micronesia        

Nauru        

New Zealand X X X X X X X 

Palau        

Papua New Guinea  X      

Samoa        

Solomon Islands  X      

Tonga      X X 

Tuvalu        

Vanuatu  X   X X X 

  

EAST AND NORTH-EAST ASIA 

China X X X X X X  

Democratic 

People’s Republic 

of Korea 

       

Japan X X X X X X  

Mongolia X X X     

Republic of Korea  X X X X X  

Russian Federation X X X X X X  

  

SOUTH AND SOUTH-WEST ASIA   

Afghanistan  X X     
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Bangladesh        

Bhutan        

India        

Iran        

Maldives  X   X X  

Nepal        

Pakistan   X     

Sri Lanka        

Turkey X X X X X   

        

NORTH AND CENTRAL ASIA  

Armenia   X     

Azerbaijan        

Georgia X X X     

Kazakhstan X X X X X X  

Kyrgyzstan  X X     

Tajikistan  X      

Turkmenistan        

Uzbekistan        

        

SOUTH-EAST ASIA  

Brunei Darussalam X  X     

Cambodia  X    X  

Indonesia X X      

Lao People’s 

Democratic 

Republic 

X X X     

Malaysia X X X     

Myanmar X X X     

Philippines X X X X  X  

Singapore X X X X X X  

Thailand X   X  X  

Timor-Leste        

Viet Nam   X     

        

OTHERS  

France X X  X X X  

Netherlands X X  X X X  
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Source: https://www.wto.org/english/tratop_e/jsi_e/jsi_e.htm, accessed January 2021. 

 

  

United Kingdom of 

Great Britain And 

Northern Ireland 

X X X X X X X 

United States of 

America 

X   X X   

        

SUBTOTAL 21 27 22 15 16 18 5 

        

ESCAP ASSOCIATE MEMBERS 

  

PACIFIC  

American Samoa        

Cook Islands        

French Polynesia        

Guam        

New Caledonia        

Niue        

Northern Mariana 

Islands 

       

        

EAST AND NORTH-EAST ASIA  

Hong Kong, China X  X X X X  

Macao, China  X X  X X  

        

SUBTOTAL 1 1 2 1 2 2 0 

TOTAL 22 28 24 16 18 18 5 

https://www.wto.org/english/tratop_e/jsi_e/jsi_e.htm
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Annex 2: ESCAP Digital and Sustainable Regional Integration Index 

(DigiSRII) 

Table A1 lists the dimensions and indicators included in the ESCAP Digital and 

Sustainable Regional Integration Index (DigiSRII).  

Table A1. DigiSRII dimensions and indicators 

Dimension Conventional indicators Sustainable indicators 

A. Trade and 

investment 

integration 

Intraregional goods exports to GDP  Environmental goods exports in intraregional exports  

Intraregional goods imports to GDP  Environmental goods imports in intraregional imports  

Tariff on intraregional imports  Tariff on intraregional imports of environmental goods  

Stock of intraregional FDI inflows to GDP  Employment created by DVA in exports to regional economies  

Stock of intraregional FDI outflows to GDP   

B. Financial 

integration 

Intraregional cross-border portfolio liabilities and assets to 

GDP 
Intraregional real exchange rate volatility  

Pair-wise dispersion of deposit rate averaged regionally  Average intraregional financial development index score  

Pair-wise correlation of share price index averaged 

regionally* 

Volatility weighted pair-wise correlation of share price index 

averaged regionally* 

C. Regional value 

chain integration 

Regional export complementarity index  Regional environmental good export complementarity index  

RVC participation index  Sustainable RVC participation index  

Intraregional intermediate goods exports to total intraregional 

regional goods exports  
Intraregional exports of intermediates per unit of CO2 emissions* 

Intraregional intermediate goods imports to total intraregional 

regional goods imports  

 

D. Infrastructure 

integration 

Intraregional liner shipping connectivity index  Average intraregional rural access to electricity  

Intraregional trade facilitation implementation  Intraregional sustainable trade facilitation implementation  

Average intraregional Internet quality  Average intraregional share of Internet users in population  

Intraregional average trade cost*  

E. Movement of 

people 

 

Stock of intraregional emigrants per capita  Average outward remittances per regional immigrant  

Stock of intraregional immigrants per capita  Average inward remittances per emigrant  

Intraregional outflow of remittances to GDP   

Intraregional inflow of remittances to GDP   

F. Regulatory 

cooperation 

Number of regional economies that have signed FTAs with 

the economy  
Sustainable regional FTA score  

Number of regional economies that have signed IIAs with the 

economy  
Sustainable regional IIA score  

Number of economies that have an embassy in the economy  Average intraregional rule of law index score  

Trade regulatory distance from regional partners* SDG trade regulatory distance from regional partners* 

Share of ICT goods exports in intraregional exports  Average intraregional secure Internet servers  
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Dimension Conventional indicators Sustainable indicators 

G. Digital 

economy 

integration 

Share ICT goods imports in intraregional imports  Average intraregional proportion of households with Internet access  

Average tariff on intraregional imports of ICT goods  
Average intraregional share of female population with financial 

institution or mobile money account* 

Average intraregional share of population with financial 

institution or mobile money account* 

Average intraregional share of female population that use Internet 

for online purchase* 

Average intraregional share of population that use Internet 

for online purchase* 
 

Digital trade regulatory similarity with regional partners*  

* The indicator is only used in the comprehensive index for economies with data availability.  
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Annex 3: Complementary policies for sustainability and resilience 

The pandemic has revealed weaknesses not just in the MTS but also at the regional and 

national levels in the face of crisis. In addition to the immediate lack of essential supplies 

and medicines in many instances, the diverse experiences around the world in impacts 

incurred due to COVID-19 and the attempts at recovery highlight stark differences among 

countries and the lack of resilience. In parallel with the suggestions discussed in the 

previous section, countries can consider taking policy action in the following areas to 

enhance national and regional resilience, and so complement regional cooperation and 

integration efforts in combatting the ongoing crises and attaining the SDGs. 

1. Make trade agreements and rules more resilient in times of crisis 

In order to ensure better preparedness and greater resilience for future crises, trade 

agreements need to be improved, inter alia, in the following areas: 

Treatment of essential goods and services 

Crisis situations usually lead to demand shocks of certain essential goods and services, 

such as personal protective equipment and essential medical products during this 

pandemic. The multilateral WTO rules provide exceptions or exemptions allowing 

Members to implement necessary export restrictions on essential goods for societal and 

environmental objectives, such as to protect public health and morals,103 or prevent or 

relieve critical shortages.104 Many WTO members have sought to strengthen these 

provisions, facilitate supply chains and enhance transparency in such policies in response 

to the COVID-19 pandemic, and these efforts should continue to be built upon. 

Nearly all RTAs incorporate similar exception or exemption provisions. However, such 

provisions were crafted in consideration of exceptional circumstances in one country – 

they provide little guidance for regional or global crises which require coordinated and 

collaborative responses. Thus, specific crisis-mitigation provisions should be developed 

for RTAs, for instance to identify essential goods and services under different crises and 

prescribe specific treatments accordingly, and to provide crisis management and 

coordination mechanisms.   

Sanitary and phytosanitary measures (SPS) and technical barriers to trade (TBT) 

SPS and TBT measures are often necessary for protecting human, animal and plant life 

or health, and ensuring quality of products. Nevertheless, unnecessary restrictiveness to 

trade can be reduced ; provisions on mutual recognition, equivalence and harmonization 

can promote regulatory cooperation in this area. In multilateral rules, both the WTO SPS 

 

103 Article XX, GATT 1994. 

104 Article XI:2, GATT 1994. 
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Agreement and TBT Agreement include such elements.105 RTAs could foster the 

compatibility of SPS/TBT measures by including more binding obligations on mutual 

recognition, equivalence and harmonization, and by increasing the engagement of 

international organizations such as the WHO and other related stakeholders. 

Transparency 

Transparency is especially pivotal for trade in times of crisis. Here, WTO rules stipulate 

obligations such as notification and publication of trade measures.106 RTAs can enhance 

transparency by incorporating specific provisions that require timely disclosure of trade 

measures taken under emergencies, or that require the revealing and prompt updating of 

information on changing crisis situations that may impact trade. Additionally, RTAs can 

incorporate provisions to promote information-sharing mechanisms such as regional 

online resource libraries and databases, and interconnected online trade information 

portals. 

Sustainable development provisions 

The multilateral rules include health and environmental concerns mainly in exceptions, 

the SPS Agreement and the TRIPS Agreement,107 but these do not address other 

sustainable development concerns such as labour and gender issues. By contrast, RTAs, 

especially those concluded more recently, are increasingly covering such issues, but 

there is room to promote deeper RTAs with more dedicated sustainable development 

provisions. One option is to incorporate (refer to) agreements and initiatives on labour, 

climate, SMEs, gender108, etc, in RTAs. 

2. Innovative financing for building back better 

The SDGs have increasingly transformed how the private sector operates to achieve 

inclusive and sustainable development. Corporations are beginning to realign their 

priorities with the SDGs in the face of increasing pressure from consumers, investors and 

employees. Innovative business models such as social enterprises and inclusive 

businesses are emerging, which purposefully aim to address social and environmental 

challenges as well as provide products and services to those at the base of the economic 

pyramid. 

To scale up their impact, these enterprises need additional investment. Before COVID-

19, it was estimated that developing countries in Asia-Pacific would need an annual 

 

105 See e.g., Articles 3,4, SPS Agreement; Articles 2.6, 2.7 TBT Agreement. 

106 See e.g., Articles X, GATT 1994; Article III, GATS; Article 31, TRIPS Agreement. 

107 See e.g., Articles XX(b), (g), GATT 1994. 

108 Such as the Global Trade and Gender Arrangement. See https://www.international.gc.ca/trade-
commerce/inclusive_trade-commerce_inclusif/itag-gaci/arrangement.aspx?lang=eng 

https://www.international.gc.ca/trade-commerce/inclusive_trade-commerce_inclusif/itag-gaci/arrangement.aspx?lang=eng
https://www.international.gc.ca/trade-commerce/inclusive_trade-commerce_inclusif/itag-gaci/arrangement.aspx?lang=eng
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additional investment of $1.5 trillion to achieve the SDGs by 2030.109  In a post-pandemic 

world, this figure is likely to be significantly higher, and private sector investors are key to 

bridging this gap. If even a fraction of the $50 trillion in assets managed by the financial 

sector in the Asia-Pacific region were channelled towards enterprises that contribute to 

the SDGs, their achievement by 2030 would be within reach.110 

Addressing the SDG financing challenge – and building back better from the pandemic 

with inclusivity, resilience and sustainability – will require innovation in how we finance 

and invest. While there is no single agreed definition for innovative financing, in the 

context of sustainable development, it can broadly be described as “anything different 

from standard investing or financing practice that has the potential to deliver significant 

socio-economic or environmental impact”.111 

This broad definition encompasses the multitude of ideas that have been tested in the 

field. As examples, the concept of investing for positive social and environmental impact 

alongside economic return is different from the established approach of investing purely 

for profit. FinTech is challenging the norms of how we have traditionally financed and 

invested, while “gender lens investing” is emerging as a new approach to complement 

environmental, social and governance (ESG) investing. 

With these examples in mind, government policy can play a critical role in catalyzing 

innovative financing ideas to meet the SDG financing challenge. First, governments in the 

Asia-Pacific region have demonstrated global leadership by implementing innovative 

policies to build ecosystems for impact investing (compared to investing purely for profit), 

even though policymaking is still in its infancy. Governments should prioritize evaluating 

the impact of such pioneering initiatives to determine what works, what does not, and in 

which context. Continued policy innovation is needed to build this emerging field.  Second, 

as the world becomes digital by default in the post-pandemic reality, governments and 

investors must continue to back innovations at the intersection of technology and finance. 

Continued investment in the digital economy will be critical to create a vibrant FinTech 

ecosystem for more inclusive finance and investment.  

Finally, building back better means ensuring that women entrepreneurs not only survive 

this crisis but thrive coming out of it. This will require scaling up investments directed to 

women-run businesses exponentially. 

 

109 ESCAP, 2019. Economic and Social Survey of Asia and the Pacific. 
https://www.unescap.org/sites/default/files/publications/Economic_Social_Survey%202019.pdf 

110 ESCAP and Global Steering Group for Impact Investment (GSG), 2020. Towards an Enabling Policy 
Environment for Impact Investment in Asia and the Pacific. https://gsgii.org/wp-
content/uploads/2020/12/GSG-UNESCAP-REPORT_-Towards-and-enabling-policy-enviroment.pdf 

111 ESCAP, 2017. Innovative Financing for Development in Asia and the Pacific. 
https://www.unescap.org/sites/default/d8files/knowledge-
products/Innovative%20Financing%20for%20Development%20in%20AP.pdf 

https://www.unescap.org/sites/default/files/publications/Economic_Social_Survey%202019.pdf
https://gsgii.org/wp-content/uploads/2020/12/GSG-UNESCAP-REPORT_-Towards-and-enabling-policy-enviroment.pdf
https://gsgii.org/wp-content/uploads/2020/12/GSG-UNESCAP-REPORT_-Towards-and-enabling-policy-enviroment.pdf
https://www.unescap.org/sites/default/d8files/knowledge-products/Innovative%20Financing%20for%20Development%20in%20AP.pdf
https://www.unescap.org/sites/default/d8files/knowledge-products/Innovative%20Financing%20for%20Development%20in%20AP.pdf
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3. Promote technology transfer 

Technology transfer is a vital component in addressing unequal development in the region 

and assisting countries with building up resilience in their COVID-19 recovery.  

During the pandemic, unprecedented demand for medical supplies highlighted the need 

for affordable technologies, particularly for vulnerable population groups. The research 

community across the region developed many affordable and effective technologies to 

cater to the emergency needs. Addressing the pandemic and making health infrastructure 

more resilient requires countries to collaborate and facilitate transfer of new and 

innovative technologies112. When it comes to environmental goals, a transition to clean 

energy and transformative adaptation enabled through transfer of better technologies, 

particularly to developing and least developed countries113, is vital to enhance climate 

resilience.     

Emerging technologies such as big data, the Internet of Things, and artificial intelligence 

have been transforming the manufacturing of goods, delivery of services and other socio-

economic activities. According to a recent World Economic Forum report, 70 per cent of 

the 169 targets underpinning the SDGs could be achieved by Fourth Industrial Revolution 

technologies that exist today.114 Latest estimates, however, indicate that the Asia-Pacific 

region is not on track to achieve any of the SDGs by 2030.115  This underscores the need 

for adopting emerging technologies in the region on a large scale. Strengthened cross-

border collaboration will be crucial for faster development, transfer and adoption of these 

technologies and applications in the region, and will support the enhancement of digital 

infrastructure for this increasingly digital economic environment.  

Enablers of technology transfer 

There are important enablers where policymakers should seek collaboration and progress 

– or take into account – when promoting technology transfer. First is the 

internationalization of R&D and innovation, largely driven by multinational enterprises.116 

 

112 Contributing to SDG Target 3.b: Support the research and development of vaccines and medicines for 
the communicable and non-communicable diseases that primarily affect developing countries, provide 
access to affordable essential medicines and vaccines, in accordance with the Doha Declaration on the 
TRIPS Agreement and Public Health, which affirms the right of developing countries to use to the full the 
provisions in the Agreement on Trade-Related Aspects of Intellectual Property Rights regarding 
flexibilities to protect public health, and, in particular, provide access to medicines for all. 

113 Contributing to SDG Target 7.a: By 2030, enhance international cooperation to facilitate access to 
clean energy research and technology, including renewable energy, energy efficiency and advanced and 
cleaner fossil-fuel technology, and promote investment in energy infrastructure and clean energy 
technology. 

114 http://www3.weforum.org/docs/Unlocking_Technology_for_the_Global_Goals.pdf 

115 ESCAP, 2021. Asia and the Pacific SDG progress report 2021 

116 https://www.oecd.org/sti/ind/40841266.pdf 

http://www3.weforum.org/docs/Unlocking_Technology_for_the_Global_Goals.pdf
https://www.oecd.org/sti/ind/40841266.pdf
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Governments can enhance collaboration with such enterprises as well as research 

institutions, which are increasingly looking for cross-border collaborations for co-

innovation of technologies and products.117 Second, regional integration of IP systems is 

seen as an enabling factor to increase the negotiating capacity and competitiveness of 

countries in global trade, and to improve access to foreign technology.118 ASEAN, for 

example, has taken steps towards developing a regional IP framework for greater 

cooperation.119  

Third, countries can leverage technology transfer networks, which are proactive identifiers 

of opportunities for technology seekers and suppliers and facilitators of technology 

transfer deals.120 These networks provide both technical (e.g., technology matching, IP 

assessment) and non-technical (e.g., legal, marketing) services. Fourth, south-south and 

triangular cooperation121 modalities provide an enabling environment for countries, 

technology networks and platforms to share knowledge, technology, policies and other 

resources.122 Modalities include funding and technical assistance to develop human and 

institutional capacities such as expertise/knowledge, training, advisory services, study 

visits and technology transfer.123 

Successful cases of technology transfer, capacity building, and information exchange can 

be found in international treaties and protocols, including the Montreal Protocol, United 

Nations Framework Convention on Climate Change, and the International Treaty on Plant 

Genetic Resources for Agriculture.124 Similar arrangements at the Asia-Pacific level can 

accelerate technology transfer to address critical challenges such as COVID-19, climate 

change, food security, and disasters. Towards this goal, ESCAP and its regional 

institution the Asian and Pacific Centre for Transfer of Technology (APCTT) can play a 

normative and catalytic role in providing an equitable and inclusive environment for 

member States.  

 

 

117 https://link.springer.com/article/10.1057/s41267-019-00258-0 

118 https://www.nbr.org/publication/intellectual-property-challenges-in-the-asean-region/ 

119 https://digitalcommons.pace.edu/pilr/vol25/iss1/5/ 

120 
https://www.researchgate.net/publication/297449535_Transnational_technology_transfer_networks_for_S
MEs_A_review_of_the_state-of-the-art_and_an_analysis_of_the_European_IRC_network 

121 SDG Target 17.6: Enhance North-South, South-South and triangular regional and international 
cooperation on and access to science, technology and innovation and enhance knowledge-sharing on 
mutually agreed terms, including through improved coordination among existing mechanisms, in particular 
at the United Nations level, and through a global technology facilitation mechanism. 

122 https://www.ifad.org/en/sstc 

123 https://www.unescap.org/sites/default/files/SSC_Paper_v04_20180621_FINAL_formatted.pdf 

124 https://www.fao.org/3/bq488e/bq488e.pdf 

https://link.springer.com/article/10.1057/s41267-019-00258-0
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https://digitalcommons.pace.edu/pilr/vol25/iss1/5/
https://www.researchgate.net/publication/297449535_Transnational_technology_transfer_networks_for_SMEs_A_review_of_the_state-of-the-art_and_an_analysis_of_the_European_IRC_network
https://www.researchgate.net/publication/297449535_Transnational_technology_transfer_networks_for_SMEs_A_review_of_the_state-of-the-art_and_an_analysis_of_the_European_IRC_network
https://www.ifad.org/en/sstc
https://www.unescap.org/sites/default/files/SSC_Paper_v04_20180621_FINAL_formatted.pdf
https://www.fao.org/3/bq488e/bq488e.pdf

