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Navigating Out of the Crisis: A Trade-led Recovery

I. National Coordination for a Trade-led Recovery
in order to ensure that crisis-related policy actions are enacted swiftly, support the overall country development 
strategies and are adopted in consultation with all relevant stakeholders, countries in the Asia-Pacific region 
are encouraged to:

 1. establish, as a matter of urgency, a national crisis management committee linked to the highest  
  policymaking office, comprising representatives of all relevant ministries (such as commerce, finance,  
  industry, agriculture, labour and social affairs) as well as representatives of the business sector and  
  other stakeholders.
 2. develop a plan of action for short- to medium-term recovery and reform, consistent with a country’s  
  development strategy, with timelines and expected economic and social impacts; leadership roles can  
  be assigned to appropriate line ministries and agencies to implement the recovery and reform measures.
 3. give special attention to the social and distributional impact of proposed recovery or stimulus packages,  
  and to strengthening social safety nets to support the region’s most vulnerable people.

II. Maintaining the Supremacy of the Multilateral Trading System
The countries of Asia and the Pacific have benefited significantly from the existence of a multilateral trading 
system. Asia-Pacific countries can contribute to preserving it by adopting the following measures:

 1. Become leading advocates for a swift and successful conclusion of the doha development agenda  
  negotiations, including duty- and quota-free market access for least developed countries and aid for  
  trade packages.
 2. forge a regional compact against protectionism, demonstrating their ongoing commitment to a  
  transparent, equitable and rules-based trading system.
 3. Seek to sustain employment and growth of exports through measures other than protection of domestic  
  markets and competitive currency devaluations.
 4. Ensure that economic stimulus packages aimed at boosting domestic demand and assisting specific  
  industries remain compliant with international trade commitments.

III. Addressing Trade Financing and Trade Development Constraints
A number of traders, particularly from low-income countries, are currently unable to obtain sufficient and affordable 
trade credit. In addition, almost all developing countries face financial constraints for improving trade and transport 
infrastructure. To address these difficulties, countries in the Asia-Pacific region are encouraged to:

 1. promote the establishment or strengthening of a trade promotion organization which will facilitate credit  
  and finance information dissemination as well as proper risk assessment methods.
 2. provide support to export credit insurance and guarantee agencies.
 3. create regional clearing unions which can facilitate South-South trade-related payments.
 4. Develop mechanisms to reduce the costs of using trade finance instruments, such as letters of credit.
 5. Provide information and training to small and medium-sized enterprises on trade finance instruments  
  and their use.

SUMMARY OF ACTIONS AND MEASURES FOR A TRADE-LED 
RECOVERY
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 6. Develop trade finance facilitation schemes with key trading partners.
 7. insist on a package of aid for trade with substantial new funds to be negotiated alongside the doha  
  development agenda agreement.
 8. consider supplementing the global aid for trade framework with a regional framework, as principal donors  
  of such frameworks come from the Asia-Pacific region and have an interest in supporting trade development  
  in the region.

IV. Diversifying Products and Markets for Exports
in order to assist companies to further develop their exports, countries often establish specialized agencies to 
provide access to information, experts and funding. Such export agencies can help exporters to:

 1. diversify export products by providing or improving access to research and development needed to  
  design new products and invent new processes and materials, and by providing incentives such as  
  “Best export product” awards.
 2. improve the cost advantage of small exporters by linking them together and enabling them to utilize  
  economies of scale in transport, insurance, market research and marketing.
 3. provide advice, training, funding and market development assistance to companies to develop new  
  export products and markets.
 4. disseminate information on prices, distribution networks, country and company risks, and alternative  
  trade arrangements, such as barter and similar countertrade schemes.

V. Enhancing South-South Trade and Cooperation
the “asian century” is only at its beginning and the potential of the region as a whole must be tapped to foster 
both exports and imports. to increase intraregional trade, countries are encouraged to:

 1. further regional integration through deeper trade agreements that include more sectors and eliminate  
  trade barriers, and enhance South-South generalized Systems of preferences.
 2. improve trade facilitation to reduce the cost and time required to trade across borders within the region.
 3. adopt policies to promote South-South investment and labour mobility.

VI. Promoting Asia-Pacific Businesses for Long-Term Competitiveness
the economic crisis is an opportunity for countries to improve their business and investment environments by 
adopting the following measures:

 1. help enterprises enter and move up value chains, either regionally or globally, and build global brands.
 2. allocate more resources to assist and foster small and medium-sized enterprises.
 3. Strengthen links between industry and education to optimize the matching of skills of graduates with  
  industry needs.
 4. foster entrepreneurship and innovation through tailored subsidization, tax breaks, easier access to  
  finance and business incubation programmes.
 5. Promote domestic demand to enable efficient production and specialization.

Summary
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VII. Looking Beyond the Crisis: Positioning the Asia-Pacific Region  
  for the Future  
The economic crisis offers an opportunity for the Asia-Pacific region to position itself for the future, for example 
through the following measures:

 1. promote the adoption of principles of corporate social responsibility by domestic companies, which will  
  contribute to sustainable long-term growth and export competitiveness.
 2. forge public-private partnerships to address new developmental challenges.
 3. incorporate the development and utilization of environmentally sound products and processes into  
  long-term development strategies.
 4. assist companies in adopting energy-saving technologies and products and using renewable energy to  
  the extent possible.
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The current economic and financial crisis is an unprecedented challenge for policymakers of the Asia-
Pacific region. While the region’s policymakers have gained considerable experience in responding to national 
or regional financial crises, they have less expertise in addressing a crisis that originated in the financial sector 
and then reverberated throughout the real economy. Governments in the region may benefit from considering 
other countries’ experiences in how to react to sharp reductions in trade, employment and production. in addition, 
as this crisis has spread globally, the solution will have to be based on a global and coordinated response to 
limit long-term harm, in particular to the most vulnerable economies. this guide outlines short-, medium- and 
long-term trade-related policy tools at the international, regional and national level which Asia-Pacific countries 
may want to consider both to mitigate the impact of the economic crisis and to invest in more resilient economies 
for the future.

International trade has served the Asia-Pacific region well throughout history. in the past four decades 
in particular, international trade has been the engine of growth of many asian countries and the most important 
contributor to the “asian miracle” that lifted millions of people in the region out of poverty. for example, with 
respect to the countries of the Economic and Social Commission for Asia and the Pacific (ESCAP), the ratio of 
merchandise trade to gdp increased from 31% in 1990 to 55% in 2006. merchandise exports in 2006 accounted 
for more than 50% of the national economy in malaysia and thailand, and for close to one-third in indonesia 
and china.1 However, in many countries in the region, neither the adjustment costs nor the benefits from trade-
led growth were shared equitably.

The current financial crisis has severely affected global trade, including exports from the Asia-Pacific 
region. The United States of America’s (United States) subprime mortgage market meltdown of 2007 led to 
the implosion of its financial system in 2008 and a recession that now affects the whole world. By the end of 
the fourth quarter of 2008, falling demand in advanced economies had led to a sharp decline in asian exports. 
The decrease in available trade finance and resulting increased trade finance costs further compounded the 
decline. The World Trade Organization (WTO) predicts that global trade will shrink by 9% in 2009, its most 
serious decline since the Second World War.2 in its economic and Social Survey 2009, eScap estimates that 
the average growth of its developing members will fall from 5.8% in 2008 to an estimated 3.6% in 2009, whereas 
the average growth of the world’s major developed countries is estimated at -2.0% for 2009.3

The severity and speed of the downturn was largely unpredicted and has triggered widespread populist 
pressure on governments to protect national markets and jobs. a global return to trade protectionism will 
harm those Asia-Pacific economies which achieved growth mainly through international trade. International 
trade has a key role to play in the economic recovery, whereas a return to protectionism could exacerbate the 
current crisis and throttle growth for years to come, as happened during the great depression of the 1930s 
(see box 1).

Unlike in the 1997 financial crisis, many ESCAP developing countries are currently in a position of relative 
economic and financial strength, as compared to the united States and many european countries. many 

INTRODUCTION

1  eScap, Statistical Yearbook for Asia and the Pacific 2008, available at www.unescap.org, see table 21.2, Merchandise trade as a  
 share of GDP.

2  Wto press release, 23 march 2009, WTO sees 9% global trade decline in 2009 as recession strikes, available at www.wto.org.

3  eScap, Economic and Social Survey of Asia and the Pacific 2009, Addressing Triple Threats to Development, available at  
 www.unescap.org, see pages vi and 16.

Introduction
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Box 1. The Great Depression of the 1930s: The downward spiral of protectionism

Still reeling from the 1929 stock market crash, the united States in 1930 enacted the controversial 
Smoot-hawley tariff act, which raised tariffs on some 20,000 goods by as much as 50% to protect 
american businesses and farmers. the act ignited retaliation from united States trading partners: 
two dozen countries adopted similar “beggar-thy-neighbour” duties, harming an already beleaguered 
world economy and reducing global trade. it is widely believed that this protectionist spiral was the 
catalyst that turned the depression into the great depression. united States imports from and exports 
to europe fell by some two-thirds between 1929 and 1932, while overall global trade declined by 
similar levels during the four years that the legislation was in effect. in 1934, president roosevelt 
signed the trade agreements act, which reduced the tariffs back to pre-crisis levels.

ESCAP developing country members have relatively low foreign debt, significant foreign reserves4 and banking 
sector liquidity and stability.5 as a result, many such countries are in a position to provide a countercyclical policy 
response through public spending in infrastructure, health, training and education. indeed, many countries of 
the region have already enacted stimulus packages to boost domestic demand, restore confidence in national 
markets and strengthen social safety nets. 

The crisis offers an opportunity for the Asia-Pacific region to position itself for the future by boosting 
its competitiveness. the challenge for the region is not only to weather the current economic crisis while 
protecting citizens from the harshest effects of the downturn. the challenge is much greater: it is to turn the 
crisis into an opportunity to improve the long-term competitiveness of their industries. indeed, countries must 
position themselves strategically for the time when the economic cycle swings back upwards. If the Asia-Pacific 
region is to live up to expectations of the 21st century as the “asian century,” the region will have to invest 
in innovation, new environmentally sustainable products and processes, and improved business models. 
furthermore, countries can seize this opportunity to re-evaluate policies and jump-start reforms, in particular 
in the domestic financial sector.

A coordinated policy response will benefit most Asia-Pacific economies as they have grown 
interdependent through increased intraregional trade as a result of regional integration initiatives and the 
establishment of intraregional supply chains. for example, about 30% of total imports of both china and india 
now come from other developing countries in Asia and the Pacific. In addition, the severity of the crisis and its 
social impact are likely to have spill-over effects in neighbouring countries of the region due to geographical 
proximity, for example through migration. Trade policies adopted by one country are thus likely to have a significant 
impact on neighbouring countries in the region; hence, countries would benefit from increased transparency 
and coordination of their policies.
  
The purpose of this Guide is to sensitize policymakers as to various trade, investment and trade 
facilitation policy tools which could be used to counter the economic and social impacts of the crisis. 
This Guide is structured into seven inter-related topics and suggests concrete measures for the 
consideration of policymakers.

4  as of february 2009, Japan held over $1,009 billion in foreign reserves, india $249 billion, republic of korea $201 billion and  
 Singapore $163 billion (see IMF, Data Template on International Reserves and Foreign Currency Liquidity at www.imf.org/external/np/ 
 sta/ir/colist.htm). China held over $1,946 billion in reserves in December 2008 (see State Administration of Foreign Exchange at  
 www.safe.gov.cn).

5  According to the International Monetary Fund (IMF), United States banks suffered 57% of the financial sector losses on United  
 States-originated securitized debt, while European banks suffered 39%. Asian institutions took only a 4% loss (IMF (2008), Global  
 Financial Stability Report, available at www.imf.org). 
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I. NATIONAL COORDINATION FOR A TRADE-LED RECOVERY

1. The economic crisis requires a coherent and coordinated policy response.
in many developing countries, decision-making on trade policy has evolved to engage a broad range of public 
and private stakeholders. crisis management must proceed along the same pattern to ensure coherence 
between policies (e.g. trade, fiscal, exchange rate management, labour, etc.).

2. A coordination body such as a national crisis management committee, linked to the highest 
policymaking office and comprising representatives of all relevant ministries and other stakeholders, 
can increase the effectiveness of crisis responses.
poor coordination across government departments and economic and social policies can hinder the effectiveness 
of policies intended to expand trade. a national crisis management committee can be an effective tool to address 
this problem. Such a committee would include representatives of the different line ministries, including the 
ministry of finance (responsible for stimulus packages to boost domestic demand and strengthen social safety 
nets), the central bank (responsible for exchange rate and money supply management) and representatives 
of other relevant stakeholders. It could either deal with all aspects of the crisis, including finance, or focus on 
trade and investment which is the main channel through which many trade-dependent countries in the asia-
Pacific region are affected.

3. Such national crisis management committees should develop a plan of action for short- to medium-
term recovery and reform, with timelines and expected economic and social impacts.
the committee should be tasked to ensure that measures and policies are consistent with broader development 
strategies. in addition, the formulation of such measures should be based on consultative and participatory 
processes engaging multiple stakeholders, to increase the legitimacy of policies adopted and hence their likely 
effectiveness. Leadership roles can be assigned to appropriate line ministries and agencies to implement the 
recovery and reform measures.

4. Special attention needs to be given to the social and distributional impact of proposed recovery or 
stimulus packages and to strengthening social safety nets to support the most vulnerable people.
the current economic crisis is resulting in millions of job losses in the region. While national budgets are 
stretched, governments should do their utmost to provide social safety nets for their most vulnerable citizens 
to avoid losing the many gains in recent years in terms of poverty reduction, public health and education.

National Coordination for 
a Trade-led Recovery
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II. MAINTAINING THE SUPREMACY OF THE MULTILATERAL TRADING  
    SYSTEM

1. Asia-Pacific countries would gain from being leading advocates for the completion of the Doha 
Development Agenda negotiations, including the granting of duty- and quota-free market access for 
imports from least developed countries and the establishment of effective Aid for Trade packages.
the multilateral trading system of the Wto is the most successful attempt to date at achieving a transparent, 
equitable and efficient rules-based trading system. The Asia-Pacific region’s many trade-dependent countries, 
including its least developed countries, stand to gain from continued global trade openness and predictable 
trading rules.

The WTO recently stated that a successful completion of the Doha Development Agenda negotiations 
would be equivalent to a global stimulus package of over $150 billion.6 in fact, the cost of delay in concluding 
the doha development agenda negotiations is rising: as the recession deepens, countries may legally raise 
their applied tariff rates up to their bound tariff levels and take advantage of headroom in agricultural subsidies. 
In addition, a conclusion of the Doha Development Agenda in 2009 will restore confidence in the multilateral 
trading system and will reduce a long-standing development deficit in this system that will help the world’s least 
developed countries. a key priority is the granting of duty- and quota-free market access with universal product 
coverage for exports of least developed countries.

2. Pressure to implement protectionist policies can be resisted by forging a regional compact which 
demonstrates a common stance against protectionism and support for a transparent, equitable and 
rules-based trading system. 
Protectionism is on the rise worldwide, including in the Asia-Pacific region. according to the World Bank,7 47 
protectionist trade measures have been implemented since the beginning of the financial crisis. Many Asia-
Pacific countries have also enacted protectionist measures in recent weeks, in the form of both increased import 
tariffs8 and non-tariff measures (including administrative measures, subsidies and anti-dumping measures).9 
protectionist measures to safeguard national industries and jobs will also reduce the overall transparency of 
policies and markets, and lead to more restricted trade worldwide. an additional concern is the adoption of 
“green” protectionist measures by developed countries, such as the introduction of carbon taxes on imports 
or of restrictive environmental standards, which in effect will protect national markets and significantly restrict 
imports from developing countries. 

The current rise in protectionism will deepen the crisis and impede global economic recovery, as 
protectionism often begets retaliatory protectionism, which ultimately chokes world trade. in addition, it has 
taken decades of negotiations to reach the current levels of market access. a surge in trade barriers, especially 
non-tariff barriers, could take a very long time to dismantle and adversely affect world trade for years to come. 

6  Wto, 26 march 2009, Report from the Director-General to the Trade Policy Review Body on the Financial and Economic Crisis  
 and Trade Related Developments, JOB(09)/30, available at www.wto.org.

7  World Bank, 2009, Swimming Against the Tide: How Developing Countries are Coping with the Global Crisis, available at www.un.org/ 
 ga/president/63/PDFs/WorldBankreport.pdf; see Annex I: the Protectionist Tide.

8  for example, india raised tariffs on steel in november 2008. the russian federation passed a tariff law in January 2009 to increase  
 duties from 25% to 30% on all imported vehicles.

9  For example, Indonesia enacted a requirement that five categories of goods, including garments, footwear, toys, electronics, food and  
 beverages, could be imported only through five ports and airports. India enacted a ban on toys manufactured in China based on public  
 safety concerns.
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given the level of trade dependence of the region, retaliatory protectionism would likely severely affect its future 
economic growth. 

The global economic crisis calls for globally and regionally coordinated policy responses. declarations 
against protectionism have already been made by the g-20 countries and by association of Southeast asian 
Nations (ASEAN) countries, as well as by other countries. A regional commitment by Asia-Pacific countries 
against protectionism would serve as a mutual reinforcement among governments and provide support for 
governments facing popular pressure to enact protectionist measures.

3. There are many alternative measures to sustain employment and growth of exports, instead of 
reverting to protecting domestic markets and resorting to competitive currency devaluations.
 a. Countries should dismantle trade barriers such as export taxes and accelerate the implementation  
  of trade facilitation measures to reduce the costs of trade and to increase the competitiveness  
  of local products. In the long term, such measures are more efficient than shielding national products  
  through protectionist measures.10 
 b. Countries should adopt “open border” stimulus packages rather than “buy local” stimulus  
  packages requiring national sourcing. Indeed, “buy local” stimulus packages are not cost-efficient  
  for taxpayers as national sourcing is often not competitive and may lead to retaliatory measures by  
  trading partners. 
 c. Countries should promote strategic investments in human resources. With a larger pool of available  
  talent to choose from and wages depressed worldwide due to the downturn, countries are able to attract  
  highly skilled labour. measures aiming at restricting foreign labour, as have been taken in several asia- 
  Pacific countries,11 may improve the employment of domestic labour in the short term, but may also  
  harm a country’s longer-term prospects.

4. When designing assistance packages to help specific industries (e.g. automotive and banking 
industries) it is crucial to remain compliant with international trade commitments. 
While fiscal and monetary stimulus packages are necessary instruments to boost domestic demand in the 
current downturn, there is a risk that national support to specific industries may lead to a subsidy race among 
nations and prevent the natural readjustment of industry to demand.12 for example, restrictions on the sourcing 
of raw materials and use of foreign labour, or the requirement that financial institutions lend only at home, can 
in certain circumstances violate Wto rules.13 in addition, state aid that violates international trade obligations 
may give rise to costly investment disputes and retaliation.

10  china announced in march 2009 that it would reduce export taxes to zero to increase its share of global trade.

11  in January 2009, the malaysian government reported that it would cut its foreign work force by at least 200,000 until 2009; in  
 march 2009, the government revoked the work visas of 55,000 Bangladeshis. australia announced in march 2009 that it would cut  
 the number of skilled foreign workers by 14% in 2009.

12 according to the World Bank, national bailouts and subsidies proposed worldwide for the auto industry currently total some $48 billion  
 globally, which could prevent the natural readjustment of the industry, see Gamberoni, E. and R. Newfarmer (2009), Trade protection:  
 incipient but worrisome trends, in: the collapse of global trade, murky protectionism, and the crisis: recommendations for the g20,  
 available at www.voxeu.org/index.php?q=node/3199.

13 Brunel, c. and g. hufbauer, 2009.  Money for the Auto Industry: Consistent with WTO Rules?, policy Brief february 2009, peterson  
 Institute for International Economics, Washington, D.C., available at www.iie.com/publications/pb/pb09-4.pdf.

Maintaining the Supremacy of 
the Multilateral Trading System



10

Navigating Out of the Crisis: A Trade-led Recovery

1. The establishment or strengthening of a trade promotion organization and trade finance agencies 
can facilitate credit and finance information dissemination and proper risk assessment methods. 
the lack of information on the creditworthiness of trade partners in foreign countries increases the risk and 
therefore adversely affects its cost and availability in times of crisis.  

 • In the short-term, specialized trade finance support institutions may enhance the capacity of  
  traders to assess the risks associated with a particular transaction and buyer. the thai exim  
  bank, for example, provides risk assessment services and workshops which have become popular  
  since the beginning of the crisis.

 • In the mid- to long-term, the establishment or strengthening of domestic credit rating agencies  
  and information-sharing and recording mechanisms – and their supervision – is essential to  
  enable trade finance providers to more accurately assess the creditworthiness of a trader or its  
  bank. many developing countries have yet to achieve adequate performance in this area, which  
  significantly hampers South-South trade. Regional and multilateral collaboration on this issue is important  
  as risks are often shared among parties located in different countries.   

2. Trade can be promoted by providing or enhancing Government-backed export credit insurance and 
guarantees.
The ongoing global financial crisis has significantly increased risks associated with trade – in particular commercial 
risks such as buyer insolvency, bankruptcy or protracted defaults – resulting in higher trade finance costs and the 
reduction of trade finance availability from traditional commercial providers.14 the aim of export credit insurance 
and guarantees is to protect an exporter of products and/or services, or the financial institution providing financing 
for the transaction, against the risk of nonpayment by a foreign buyer. governments may consider providing 
export credit insurance and guarantees to exporters or their trade finance providers to mitigate these risks.

These are some of the methods available to governments:
 • Increase the capital of the national export credit agency or the import/export bank. 
 • Provide new government guarantees and credit lines for trade finance lending to commercial banks and  
  other trade finance providers.
 • Increase the export credit insurance coverage against buyer payment defaults (typically in the range of  
  85% to 95% of the net contract value), keeping in mind that the exporter and/or the trade finance  
  provider should retain some of the risk.

Many countries in the region have already taken or are considering such actions, as illustrated below (box 2).

III. ADDRESSING TRADE FINANCING AND TRADE DEVELOPMENT   
     CONSTRAINTS

14  According to the latest IMF 2008 Bank Survey on Trade Finance, trade finance has become costlier and somewhat harder to obtain  
 in emerging markets, where much of the intraregional trade is in low-profit-margin items that are part of the manufacturing supply  
 chain for exports to advanced economies, see imf, finance and development, march 09.
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Box 2. Measures to strengthen trade finance taken or under consideration
 in selected Asian countries

India is considering financial assistance to small and medium exporters by providing a 100% 
indemnity for insured exports, instead of the current 90%, amounting to an additional support of 
$25 million. for large exporters, some $50 million would be made available to provide for additional 
indemnity over the present level of 90%, and to provide larger protection from 75 to 85% to cover 
for bank advances for exporters (both pre-shipment credit and post-shipment cover). 

Indonesia’s asuransi ekspor indonesia, which provides insurance and guarantees to support 
non-oil and gas export development, may obtain further capital to enlarge its underwriting capacity. 
Multilateral institutions operating in Indonesia would set up funds together with local banks (pool 
of funds) to support trade finance and loans for exporters, while Asuransi Ekspor Indonesia would 
act as the insurer. 

Japan is considering converting its export and investment insurance organization into a new 
special company with capital enabling it to respond to increasing client demand.

The Republic of Korea is to increase the annual export insurance limit to $170 billion for 2009 from 
$130 billion for 2008, and is considering an additional capital injection of $260 million for 2009.

Thailand will inject an additional $140 million to the export-import Bank of thailand to increase 
export insurance. in addition, $85 million were allocated to the Small Business credit guarantee 
corporation so it can raise small and medium-sized enterprises’ credit guarantee fund and loans.
Source: Berne Union (International Union of Credit and Investment Insurers), see www.berneunion.co.uk, and with respect 
to thailand, “Baht 5 billion approved to help exporters,” Bangkok post, 11 february 2009. 

Additional or enhanced export credit insurance and guarantees come at a cost to governments, particularly 
if the actual risks turn out to be higher than anticipated. Hence, governments need to weigh the likely benefits 
from such measures as compared to other possible measures to mitigate the effects of the financial crisis on the 
national economy. one possible course of action is to limit the additional export credit insurance and guarantees 
to strategic sectors of the economy, e.g., labour-intensive export sectors or high value-added high-innovation 
small and medium-sized enterprise sectors.

3. Regional clearing unions can facilitate South-South trade payments and insurance
Regional clearing unions such as the Asian Clearing Union (see box 3) are probably the most widespread form 
of South-South cooperation in the area of trade finance. Without such a system, developing country banks 
have to freeze hard currency in accounts in international banks, leading to higher costs and payment delays.15 
participation in a regional clearing union may be useful, particularly for countries with limited international 
reserves. 

15  UNCTAD (2005), Enhancing South-South Trade and Investment Finance, UNCTAD/WEB/DITC/COM/2005/2, available at  
 www.unctad.org. the additional cost may amount to up to 1% of the transaction value.

Addressing Trade Financing and 
Trade Development Constraints
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Box 3. The Asian Clearing Union  

The Asian Clearing Union (ACU) established 
in 1974 under the auspices of eScap, has 
been one of the most successful examples 
of a regional clearing mechanism. the total 
volume of trade routed through the acu since its 
inception amounted to $141 billion in 2006. the 
clearing union only grants very short-term credit 
(from one settlement date to the next, i.e. two-
monthly) and does not include a credit system 
allowing further government-to-government 
payment delays. the acu currently comprises 
eight members: Bangladesh, Bhutan, india, 
the islamic republic of iran, myanmar, nepal, 
pakistan and Sri Lanka. the further development 
and enlargement of the clearing union and 
its services could be considered to facilitate 
international payment settlements.16

Source: www.asiaclearingunion.org

4. The cost of trade finance instruments such as 
letters of credit should be reduced.
measures to reduce the cost and time for traders to 
apply for letters of credit should be actively pursued, 
as reduced costs can partially offset the increased 
cost of trade finance. This strategy was for example 
adopted by the republic of korea as part of its e-trade 
facilitation plan, pursuant to which it reduced the time 
for receiving or opening a letter of credit from 3 days 
to less than 10 hours.

5. Particular focus should be put on providing 
information on trade and development finance 
instruments to small and medium-sized enterprises. 
at a time when default risks in major export markets 
have increased significantly, it is important that 
exporters be fully informed of the options available to 
them for reducing their risk. Small and medium-sized 
enterprises, in particular, which mainly undertake 
transactions on an open account basis and thus take 
on all the risks associated with an export transaction, 
could benefit from targeted information on the potential 
benefits of trade finance. 

6. Trade finance facilitation schemes with key trade partners could promote bilateral trade.
Such trade finance facilitation schemes would generally involve the provision of Government-backed guarantees 
and insurance between parties to such a scheme, typically through commercial banks (see the example of the 
china-united States scheme in box 4).

16 other regional mechanisms include the one initiated on 16 march 2009 by china and hong kong, china which launched a multi- 
 currency payment system to facilitate transactions between the two economies. the system includes payments in hong kong dollars,  
 U.S. dollars, euros and British pounds. It does not involve transactions in yuan. The system is expected to improve the efficiency of  
 cross-border multi-currency payments and reduce the risks and cost of cross-border payments between hong kong, china and  
 mainland china; see www.pbc.gov.cn.

Box 4. China - United States Trade Finance Facilitation Scheme

during the Strategic economic dialogues between the united States and china in december 2008, 
the two countries agreed on a $20 billion trade finance scheme to assist in the financing of the 
export of goods and services of China and United States. The $20 billion financing will be provided 
in the form of loans, guarantees and insurance to commercial banks of the two countries.
Source: xinhua news, 5 dec 2008, China, U.S. inject $20 billion trade finance to boost global commerce, available at 
http://news.xinhuanet.com/.
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Developing countries with an already established trade finance infrastructure may also take steps to 
facilitate trade finance in emerging export markets of interest, particularly where trade finance has 
been identified as an important impediment. for example, the thai exim bank has studied the feasibility of 
opening a branch in the Russian Federation to facilitate trade financing of Thai exports to this market. Developing 
countries with strong financial sectors and no liquidity problem may consider such a pro-active approach.

7. Asia-Pacific economies should insist that an Aid for Trade package with substantial new funds be 
negotiated along with the Doha Development Agenda.
there is an emerging consensus that the doha development agenda will require additional trade-related 
assistance to mitigate the detrimental effects of trade reforms, and to enhance the trading capacity of developing 
countries. Indeed, it is insufficient to give countries tariff-free entry if they are unable to use it. Therefore, granting 
effective market access includes both free entry as well as aid to build capacity to access markets.

8. To prevent a further decline of the economies of low income countries, global Aid for Trade frameworks 
should be supplemented with a regional framework.
Several of the main donor countries to aid for trade schemes are developed and high-income developing 
countries of the region. Considering the long-term benefits of boosting intraregional trade and cooperation in the 
region in general (see next section), donors may also be prevailed upon to consider a supplemental framework 
at regional level to serve the Asia-Pacific region specifically. Such a scheme would enable countries of the region 
to improve their overall cooperation and provide better leadership on all aid for trade initiatives.
 

Addressing Trade Financing and 
Trade Development Constraints
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 in order to support companies to develop and maintain their export competitiveness, many countries have 
established specialized agencies to provide access to information, experts, and funding. Such development 
agencies can provide assistance in the following areas:

1. Promoting the diversification of export products through increased research and development for 
the design of new products and invention of new processes and materials, and by providing incentives 
such as “Best Export Product” awards.
The current downturn is forcing Asia-Pacific countries to redirect their exports from their traditional markets 
in developed countries towards other markets. indeed, the economies of most developing countries are still 
projected to grow in 2009, albeit at a slow pace. Countries should consider seeking a diversification of their export 
markets within the region and towards other regions in which they might have cost or other advantages.

Indeed, a large proportion of the population of these developing countries still lacks many of the 
consumer goods that are available in overabundance in the developed world. With per capita income 
in South asia of around $2,500, as compared to $36,500 on average for the countries of the organization of 
Economic Co-operation and Development (OECD), many of the products exported to developed countries 
are too expensive for consumers in developing countries. the opportunity in the near future lies in lower-cost 
consumer items such as cell phones, computers, cars and electric appliances. indeed, for example, car sales 
have collapsed in the developed world, but are still expected to grow in countries such as china, india, Sri Lanka 
and the philippines, where less than 2% of the population owns a car17 (see also box 5).

IV. DIVERSIFYING PRODUCTS AND MARKETS FOR EXPORTS

Box 5. Innovation made in India: the 
world’s cheapest car

india’s tata motors launched the world’s 
cheapest car in march 2009. the nano is a 
family-sized car with an enviable fuel efficiency 
of 67 miles per gallon, for sale at $2,000 before 
taxes, or half the price of the next cheapest car 
on the market. tata motors’ low-cost production 
models and cheap local labour provide an 
advantage in the economic crisis.

2. Improving the cost advantage of small exporters 
by linking them together and enabling them to 
utilize economies of scale in transport, insurance, 
market research and marketing.
often, small exporters are not competitive in overseas 
markets because their small scale of production is 
associated with high transport costs and high costs of 
trade finance. Furthermore, small exporters are not 
always able to meet the requirements of stable and 
consistent quality and quantity of supply. Linking a 
larger number of small producers of the same product, 
providing them with expertise and information, and 
facilitating their joint access to foreign markets allows 

them to reduce transaction costs and enables them to become successful exporters while the country is able 
to diversify exports in terms of both products and markets.
 
3. Trade promotion organizations or similar agencies can provide advice, training, funding and market 
development assistance to develop new export products or services and identify new markets.
trade promotion agencies assist exporters to develop export businesses and identify new export opportunities. 
the highest value-added is currently in services, ahead of both industry and agriculture; indeed in asia and the 

17 the economist, pocket World in figures 2009, Lowest Car Ownership.
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Pacific, the value-added in services was over 50% of GDP in 2007.18 policymakers in the region would thus do 
well to invest in future growth sectors of the services industry. In particular, final consumption services such as 
tourism, healthcare, private education and care for the elderly are growth sectors worldwide, including in the 
Asia-Pacific region. 

 • Increased investment in tourism. the number of international tourist arrivals doubled from 85 million  
  arrivals in 1990 to over 200 million in 2006. Tourism is also a significant source of revenue for least  
  developed countries: in the maldives, Samoa and cambodia, tourism accounted for 38%, 18% and  
  13% of gdp, respectively, in 2005.19 intra-asian tourism is projected to grow with rising levels of disposable  
  income in Asia-Pacific countries.

 • Measures to boost intraregional tourism include:
  a. tailoring tourism promotion programmes towards new target countries such as china, india and the  
    republic of korea, instead of focusing mainly on europe and the united States.
  b. Relaxing visa requirements and/or introducing e-visas and subregional tourist visas (e.g. ASEAN visa)
  c. Adopting a subregional tourism marketing strategy (e.g. in the Greater Mekong Subregion)

 • Many Asian-Pacific countries are actual or potential agricultural exporters and this sector needs  
  to be promoted. at present, in most countries in the region, agricultural production is absorbed by  
  national consumption rather than exported. in all but two countries, new Zealand and mongolia,  
  agricultural produce accounts for less than 15% of merchandise exports. the potential for vastly increasing  
  agricultural exports appears limited due to the need to feed a large population and to ecological  
  considerations.20 Still, there is potential to stimulate this area including by converting the large informal  
  trade in agricultural produce existing in many countries into a part of the formal sector, thus enabling  
  farmers to gain better access to credit and transport.

 • Services are important inputs to other production and often improve overall efficiency and  
  productivity. financial and telecommunications services continue to be high growth industries. in  
  addition, countries which have been successful in providing services outsourced from developing  
  countries (e.g. call centres, software development) may consider exploring regional outsourcing  
  opportunities. overall, the current downturn may provide opportunities for asian service companies to  
  reposition themselves in the global market, including through mergers and acquisitions, and by increasing  
  productivity and boosting national competitiveness.

4. Information on prices, distribution networks, country and company risks and alternative trade 
arrangements can contribute to better long-term planning of enterprises.
often, local enterprises lack the resources to obtain information for strategic planning and market positioning. 
trade promotion organizations can assist in providing such information for local small and medium-sized 
enterprises. for example, several non-traditional trading arrangements can be explored to continue trading 
despite diminished liquidity, including the following. 

18 eScap, Statistical Yearbook for Asia and the Pacific 2008, table 15.4, Value Added by Sector.

19  eScap, Statistical Yearbook for Asia and the Pacific 2008, table 24.1, Tourism.

20  Indeed, according to the Food and Agricultural Organization (FAO), in much of Central and South-East Asia, over 90% of the country’s  
 total available water is already being withdrawn for agricultural purposes.

Diversifying Products and
Markets for Exports
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Box 6. How countertrade has been used in the Asia-Pacific region

 • Rice for oil. in october 2008, the government of thailand disclosed its plan to barter rice for  
  oil with the islamic republic of iran.
 • Palm oil for fertilizer. in January 2009, malaysia signed an international barter deal to swap  
  palm oil for fertilizer and machinery with cuba, the democratic people’s republic of korea,  
  and the russian federation.
 • Highway for oil. china lent the russian federation $25 billion in return for a guaranteed 20  
  years of energy supply. 
•  Infrastructure for minerals. china entered into a barter agreement with the democratic  
  republic of the congo under which china would build an extensive network of roads, railroads  
  and buildings in exchange for a slice of the democratic republic of the congo’s natural  
  resources— 10 million tons of copper and 400,000 tons of cobalt.

 a. Cash-less forms of trade such as barter or countertrade are useful in times of insufficient liquidity  
  and diminished availability of trade finance (see box 6).21 modern countertrade is facilitated by advanced 
  web-based technologies.

china-republic of korea

china-hong kong, china 

china-malaysia 

china-Belarus

china-indonesia

china-argentina

-

Box 7. China’s Currency Swaps 

Signed parties 
Amount (billion 
of united States 

dollars)*

value of swap relative 
to 2008 bilateral trade 

volume**
term

dec 2008

Jan 2009

feb 2009

mar 2009

mar 2009

apr 2009

total

* The United States dollar amount is calculated by using the yuan-United States dollar exchange rate on the date of the signature 
of the currency swap schemes, as published on the official website of the People’s Bank of China.

** Calculated based on the CEIC database, with the exception of the China-Belarus scheme, which is excerpted from an article entitled 
“The political-economic consideration of the China-Belarus currency swap scheme” by Mei Yuxin, available at www.cs.com.cn. 

26

29

12

3

15

10

95

35%

14%

22%

340%

47%

69%

-

3 years, can be 
extended upon 

agreement of the 
parties

 b. Currency swaps can enable traders to settle in their local currency rather than in hard currencies,  
  shielding traders from volatility in the united States dollar exchange rate and the transaction cost involved.  
  for example, china has entered into six currency swap schemes since late 2008 for a total amount of  
  $95 billion (see box 7).

21 for example, in the 1990s, managers of factories across the russian federation devised complex barter chains to keep enterprises  
 in business when none had cash to pay their bills. it is reported that in the mid-1990s, barter transactions in the russian federation  
 accounted for up to 50% of sales for medium-sized enterprises and 75% for large ones.
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Intraregional trade has grown in recent years, and has the potential to grow further (see box 8). merchandise imports 
among Asia-Pacific economies already accounted for 52% in 2007.22 As shown in figure 1, imports from ESCAP 
developing countries increased sharply since 1990, while imports from eScap developed countries decreased. 
there is also increasing trade complementarity and inter-dependency among countries within the region due to 
advancing regional specialization in production and increased forward and backward linkage effects.23 

V. ENHANCING SOUTH-SOUTH TRADE AND COOPERATION

Figure 1. Changes in import share in selected Asia-Pacific economies
(percentage point difference between 1990 and 2006)

Source: Calculated by ESCAP based on COMTRADE data downloaded from WITS.

Box 8. Asia-Pacific markets have excellent prospects

The Asia-Pacific region is the world’s most populous region with 60% of the world’s population 
and, despite falling birth rates in many countries in the region, it is the second most youthful after 
africa, with 26% of its population under 14 years of age in 2006. it is also the region boasting the 
fastest economic growth since 1990, with an average gdp growth rate of 5.8% in 2007. even in 
the current worldwide economic crisis, eScap’s developing countries are projected to grow at an 
average rate of 3.6% in 2009, whereas european and north american economies are expected 
to contract.
Sources: eScap, Statistical Yearbook for Asia and the Pacific 2008, chapters 1 and 15; eScap, Economic and Social 
Survey of Asia and the Pacific 2009, Addressing Triple Threats to Development, page 16.
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22  eScap, Regional trade and investment: Trends, issues and ESCAP responses, note by the Secretariat prepared for the 65th session  
 of the Commission, April 2009, E/ESCAP/65/2, available at www.unescap.org.

23 UNCTAD (2008), South-South Trade in Asia: The Role of Regional Trade Agreements, available at www.unctad.org, see pages 7-10.

Enhancing South-South Trade 
and Cooperation
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1. Asia-Pacific countries must further integrate their markets in order to realize the potential of 
intraregional trade
As illustrated in figure 2, the region still suffers from high applied tariffs. Despite the existence of numerous 
preferential trade agreements in the region, the level of trade liberalization in the region remains relatively 
modest, and only a limited number of preferential trade agreements concluded by eScap members can be 
regarded as genuine free trade agreements.24

Figure 2. Differences between applied and bound tariffs

Countries in the region should continue and expand their trade liberalization efforts, join regional trade 
agreements (see box 9 on the Asia-Pacific Trade Agreement), and implement specific measures such as:
 a. Negotiate preferential trade agreements with increased sector coverage and simple and flexible rules of  
  origin;
 b. Enter into agreements in specific areas such as regional tourism promotion;
 c. adopt or expand South-South generalised Systems of preferences;
 d. remove non-tariff barriers.

Box 9. The Asia-Pacific Trade Agreement

The Asia-Pacific Trade Agreement (APTA), previously known as the Bangkok Agreement, was signed 
in 1975 and currently has six members: Bangladesh, china, india, the Lao people’s democratic 
republic, the republic of korea and Sri Lanka. open for accession to all developing members of 
eScap, apta is the only truly region-wide trading arrangement spanning east, South-east and South 
asia, with the potential to extend to other subregions. it also represents the only operational trade 
agreement linking china and india, two of the fastest growing markets of the world with a consumer 
base of 2.4 billion people, as well as other major markets such as the republic of korea. apta also 
provides special and differential treatment for countries with special needs.

Differences between Applied and Bound Tariffs in ESCAP region 
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2. Trade facilitation is an essential measure to decrease the cost and time required for trade across borders.
Indeed, the trade facilitation gap between developing Asia-Pacific countries and developed countries is still 
large. for example, indian exporters to Bangladesh have to obtain up to 330 signatures on 17 documents at 
several stages to export their products. While most of these documents are standard in international trade, the 
two governments have added many others of a purely local nature.25

24 See the Asia-Pacific Trade and Investment Agreements Database available at www.unescap.org/tid/aptiad.

25  de, p., Inclusive growth and trade facilitation: Insights from South Asia, Asia-Pacific Research and Training Network on Trade (ARTNeT)  
 policy Brief no. 16, January 2009, available at www.artnetontrade.org.
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Countries can introduce a series of trade facilitation measures at low cost to improve the competitiveness 
of their exports:
 
 a. Short-Term Transparency and Facilitation Measures
  •  Publicize detailed and current information on existing trade laws, regulations and procedures for  
    traders on websites (e.g. post practical step-by-step guides online)
  •  Improve fair and uniform enforcement of trade regulations (e.g. by raising penalties for officers not  
    adhering to the published procedures when enforcing regulations)
  •  Set, publicize and enforce reasonable time limits for processing of trade documents and clearing of  
    imports and exports
  •  Eliminate near-zero tariffs (thereby eliminating the need for customs valuation for the goods affected  
    by the measure) considering that the import content of exports of many Asian countries is significant
  •  Introduce simplified procedures for expedited (time-sensitive) shipments and allow for advance cargo  
    information and for a deferred or surety-based duty payment.

 b. Short- to Medium-Term Stimulus Measures
  •  National stimulus packages should invest in improving trade-related infrastructure and logistics

 c. Long-Term Trade Facilitation Measures
  •  Review, simplify and automate trade procedures and documents in accordance with international  
    conventions and standards, such as those of the World customs organization, the international  
    maritime organization and the united nations centre for trade facilitation and electronic Business.
  •  Implement risk management systems, including authorized trader systems, green lanes, and post- 
    clearance audit systems
  •  Apply information and communication technology (ICT) tools (e.g. establish a national single window  
    and paperless trade environment).

3. Asian and Pacific countries should adopt policies that promote trade-led South-South investments. 
South-South investments, promoted through the development of an enabling environment for both domestic 
and foreign enterprises, with regionally concerted regulatory frameworks, can improve access to resources 
and provide more opportunities to enterprises. the aSean investment area could provide a useful model to 
follow in this regard. 

Enhancing South-South Trade 
and Cooperation
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the economic crisis is an opportunity for countries to improve their business and investment environment. 
While enterprises from Asia-Pacific countries, especially from the developing countries, have made tremendous 
strides in global markets,26 the regulatory environment of many countries in the region could become more 
business-friendly, which is crucial for attracting foreign investment. As illustrated in figure 3 below, the World 
Bank’s 2009 doing Business Study shows that the developed economies of eScap are on average ranked 
at place 8 (the smaller the number, the easier it is to do business, with 1 being the easiest), while South and 
South-West asia have an average ranking of over 100. Business-friendly reforms to be considered include 
simplifying procedures for registering a business, enforcing contracts, paying taxes, getting credit, registering 
property and closing a business. 

VI. PROMOTING ASIA-PACIFIC BUSINESSES FOR LONG-TERM   
     COMPETITIVENESS

Source: Calculated by ESCAP based on Doing Business 2009, the World Bank.

Note: The ease of doing business ranks are based on 181 countries.

Figure 3. Regional average of ease of doing business rank
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1. Asia-Pacific enterprises must move up global value chains and build global brands.
Although a sizable number of Asia-Pacific enterprises participate in global value chains, only a small number 
of them control the value chains as leading firms. ESCAP’s review of 77 Asia-Pacific enterprises included 
in unctad’s 2008 World investment report27 list of top 100 non-financial Transnational Corporations from 
developing countries revealed that only five enterprises in the region had developed global brands28 and fully 
controlled their own value chains. these enterprises came from china, the republic of korea and taiwan 
Province of China (i.e., Acer, Hyundai, Lenovo, LG and Samsung) (see box 10). Countries should foster leading 
firms within global value chains. In addition, the downturn is an opportunity for companies to invest in mergers 
and acquisitions, including acquisitions of already existing brands.

26 Of the world’s largest 2,000 firms in 2008 ranked by Forbes Global 2000 (as measured by a composite of sales, profits, assets and  
 market value), 662 were from the region (33.1%). Asia-Pacific enterprises from developing countries gained an impressive 49% as  
 compared to the same ranking of 2005, while Japan’s and north america’s share decreased by 20.3% and 15.5%, respectively, since  
 2005. In addition, only a very few mainly Japanese, Chinese and Korean firms operate globally: 66 firms from Asia-Pacific countries  
 were listed on Fortune Global 500 in 2008 (13.2%).  

27 UNCTAD (2008), World Investment Report 2008, available at www.unctad.org.

28 Global brands are defined as brands possessing substantial market presence in at least two of three major export markets, namely  
 europe, Japan and north america.
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Box 10. Companies can thrive through quality control and innovation

Companies can do well if they are flexible enough to adapt to changes in market conditions. For 
example, despite the current downturn, hyundai increased its sales in the united States by 14% in 
January 2009, compared to a year earlier. the republic of korea’s hyundai-kia automotive group 
is now the world’s 5th largest car company by number of car sales, a remarkable achievement 
considering that only ten years ago, it ranked 11th and had a reputation for poor quality. What explains 
this success? In 1999, Hyundai introduced a new quality-control manual after studying U.S. and 
Japanese standard operating procedures. it also tripled its research and development budget, from 
$316 million in 1997 to $1.13 billion in 2006. as a result of these investments in quality and design, 
they have succeeded in improving their quality while maintaining their attractive pricing.

hyundai’s growing sales may also be explained by a novel marketing scheme, launched in January 
2009, under which it offers to buy back cars from customers who lose their jobs within a year of 
their purchase. the overall impact of such a scheme remains to be determined.

2. More resources are necessary to foster small and medium-sized enterprises (SMEs). 
Smes typically account for over 95% of domestic companies and provide over 60% of national employment in 
the ESCAP region, yet Asia-Pacific least developed countries have the smallest number of SMEs per capita 
in the region. 

Developing countries, in particular least developed countries, should consider the following policy 
options to support SME development:
 a. Supply-side capacity building: improving productivity by fostering knowledge, technology and innovation
 b. Provide training on standards and certifications which will enable SMEs to participate in global value  
  chains
 c. increase the transparency of public procurement and provide technical assistance so that Smes can  
  participate in public bids
 d. Provide SME development services (e.g. personnel training, legal and accounting advice, networking  
  opportunities) and business networking (e.g. cross-border partnerships between SMEs at the subregional  
  level)
 e. promote access to small business loans.

3. Linkages between industry and education must be strengthened to optimize the matching of skills 
of graduates with the needs of industries. 
Industry should be consulted in crafting curricula and forecasting demand for specific skills. The industry-
academia linkage can be institutionalized through technical panels in various disciplines that can serve as 
advisory boards to government agencies, vocational training schools and universities. industry can also be 
approached to provide internships to students to enhance the overall skills of new graduates.

4. Entrepreneurship and innovation can be encouraged by tailored subsidies, tax breaks, easier access 
to finance and business incubation programmes.
industries can contract the services of universities to conduct research and the funding provided for entrepreneurship 
and innovation is a good investment for the entire economy because it stimulates scientific and industrial 
development. 

Promoting Asia-Pacific Businesses 
for Long-Term Competitiveness
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5.  Promote domestic demand to enable efficient production and specialization.
Stimulus packages aimed at boosting domestic demand can enable countries in the region to temporarily replace 
demand from foreign markets with local demand, so that local companies can maintain larger production runs 
and continue to benefit from economies of scale. Companies that succeed in becoming competitive nationally 
based on low unit costs of production can often translate this advantage when operating in overseas markets. 
however, in order to be competitive in international markets, low costs must be supplemented by other factors 
of competitiveness including quality, timely delivery, supply of spare-parts and maintenance for industrial 
products.
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1. Corporate social responsibility will contribute to sustainable growth and industry competitiveness 
over the long term.
corporate social responsibility refers to the commitment made by companies to being socially equitable, 
economically viable and environmentally sound. Several initiatives exist in this area, including the united nations’ 
global compact. reports show that there is a strong correlation between sustainability-related initiatives and 
long-term financial performance of companies, and that sustainable businesses show resilience in the current 
downturn.29 in particular, the adoption of a sustainable business model may allow companies to reach a broader 
range of investors, have a positive impact on staff morale and retention, enhance customer loyalty and improve 
brand positioning. governments should therefore promote corporate social responsibility as an overall strategy 
to enhance competitiveness of national companies.

Governments and businesses should jointly develop frameworks, tools and targets to report on the 
environmental and social performance of companies. Several indices developed by the private sector 
already exist, including the Dow Jones Sustainability World Index (DJSI) and the Asia Pacific Sustainability 
Index (APSI). These indices rank businesses by sector peer group according to environmental, social and 
governance performance, thus providing a financial quantification of companies’ commitment to sustainable 
business strategies. this added market transparency helps investors determine which businesses are best 
positioned to deliver strong long-term investment performance.

2. Governments should promote all types of cooperation between public and private sectors, including 
public-private partnerships, to address new developmental challenges. 

VII. LOOkING BEYOND ThE CRISIS: POSITIONING ThE ASIA-PACIFIC          
     REGION FOR ThE FUTURE

Box 11. Cooperation between public and 
private sectors in the Republic of Korea

in february 2009, labour, management, civic 
groups, and government representatives of the 
republic of korea reached an agreement to 
overcome the economic crisis. the agreement 
is centered on practical measures of labour, 
management and government support 
measures for job retention, creation and sharing, 
expansion of the social safety nets to protect the 
unemployed and vulnerable segments of the 
society, and practical measures to spread the 
agreement nationwide. the agreement is also 
a show of solidarity to restore confidence.
Source: press release, economic and Social development 
commission of the republic of korea, 23 february 2009.

the current global social and environmental challenges 
require a new paradigm for cooperation. in order to 
effectively address environmental challenges, both 
the public and private sectors are necessary partners 
for collective action (see box 11 for the case of the 
republic of korea).

3. Incorporating the development and utilization 
of environmentally sound products and processes 
into long-term development strategies.
in 2004, 29 out of 30 of the world’s most polluted cities 
as measured by micrograms of particulate matter per 
cubic meter were in the region (including China, India, 
Indonesia and Thailand). The world’s five biggest 
emitters of carbon dioxide include four in the asia-
Pacific region: after the United States, the world’s 
biggest emitters are china, the russian federation, 

29 For example, a study by the consulting firm A.T. Kearney showed that in 16 of 18 industries reviewed, businesses deemed sustainable 
outperformed industry peers and were protected from value erosion, see Green Winners: The Performance of Sustainability-focused 
Companies in the Financial Crisis, February 2009, see www.atkearney.com/index.php/Publications/green-winners.html.

Looking Beyond the Crisis: 
Positioning the Asia-Pacific Region for the Future
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india and Japan.30 in addition, all countries in the region should keep in mind the following considerations for 
the need to turn green: 

 a. climate change poses novel risks to society, including through droughts, heat waves, permafrost melt,  
  increased hurricane intensity and rising sea levels, which will particularly affect the asian mega deltas  
  and Pacific islands. 
 b. trade will turn ever greener; countries that do not embrace the trend now will be excluded in the future  
  through “green” import regulations.
 c. countries that do not invest in environmental products and processes will lose export markets over  
  years to come and will likely be obliged to import these same products and processes as environmental  
  regulations worldwide become more stringent.

countries that are in a position to implement economic stimulus packages should use these packages as an 
opportunity to reorient infrastructure investment and industries towards more sustainable models instead of 
investing in industries that entrench existing non-sustainable economic development patterns.

4. Assisting companies in adopting energy-saving technologies and products and using renewable 
energy where possible. 
an ecologically-minded regulatory environment allows businesses to develop long-term risk management plans. 
measures to be considered include the following:

 a. Business and consumer procurement behaviour can be influenced through tax incentives (e.g.  
  subsidies for write-offs of old energy-intensive products; higher taxes on high-energy consumption  
  products).
 b. Research for the purpose of developing environmentally sound processes and products should  
  be promoted, for example through tax breaks and subsidies for renewable energy projects.
 c. In coordination with relevant ministries, the academic and business sectors should be encouraged  
  to develop economic instruments for pricing carbon and creating a well-functioning carbon  
  market.
 d. In addition, the private sector must contribute to addressing climate change through green  
  innovation. green technologies and products include: renewable and alternative energy, recycling,  
  water purification, sewage treatment, environmental remediation and solid waste management. Some  
  technologies assist directly with energy conservation, while others reduce the amount of waste  
  produced. 
 
 

30  the economist, Pocket World in Figures 2009, see Environment; see also Woo, Wing Thye (2009), China in the Current Global  
 Economic Crisis, testimony before the u.S.-china economic and Security commission on february 17, 2009, available at  
 www.econ.ucdavis.edu/faculty/woo/2009-2-17.Woo%20Testimony%20to%20USCC.c-spanweb.pdf.






