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Economic cooperation 
for addressing shared 

vulnerabilities and risks

Greater regional integration can not only help countries capitalize on their 
strengths but also assist them to address shared vulnerabilities such as  
food and energy insecurity, disasters, pressures on natural resources, social 
exclusion and rising inequalities.

Regional economic integration has enormous potential for boosting economic 
growth and narrowing development gaps across countries, but countries can also 
cooperate to protect themselves against a range of current and future threats. As 
with the opportunities, these too cut across national boundaries. This chapter shows 
how these issues are currently being addressed through bilateral, subregional or 
regional cooperation. In addition, it argues that in the light of the interrelations 
between food insecurity, disasters and pressures on natural resources, and 
energy security (discussed in chapter three), an integrated approach to regional 
cooperation encompassing all these areas would be the most e�cient way to 
reduce their risks and cooperate to articulate the most e�ective policy responses.

Food security

In the past half-century, Asia and the Paci�c has made tremendous progress in 
food security.1 Across the region, farmers have boosted agricultural productivity 
and output, especially of rice and wheat, making food available at a�ordable prices 
and lifting millions of people out of hunger. The Green Revolution improved seeds, 
fertilizers and pesticides and dramatically increased crop production. Although 
the world population increased by 60 per cent between 1970 and 1995, food 
production rose faster, resulting in a nearly 30 per cent increase in cereal and 
calorie availability per person. By increasing the supply of food and reducing prices 
of food staples in Asia, the Green Revolution bene�ted poor people’s nutrition and 
helped reduce poverty, with the absolute number of poor people declining by 28 
per cent between 1975 and 1995.2

In spite of this progress, the region continues to face persistent poverty and 
hunger and is still home to about 65 per cent of the people su�ering from hunger. 
Of particular concern is the situation in South Asia, where nearly 43 per cent of 
children are malnourished.3

It may seem surprising that a region that has in many ways been so successful 
should still experience serious problems with something as basic as food.4 The 
main obstacle is not an overall lack of food. The region produces enough food 
to enable everyone to be properly nourished and lead a healthy and productive 
life.5 The problem is that many people are not consuming enough of that food. 
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They are prevented from doing so by a wide 
range of factors – including poverty, natural 
disasters, con�ict and war, poor access to 
resources, lack of employment opportunities, 
a lack of education, and underinvestment in 
agriculture, as well as instability in the world 
food and �nancial systems.6

Food security is a situation in which “all people, 
at all times, have physical and economic 
access to su�cient, safe and nutritious food to 
meet their dietary needs and food preferences 
for an active and healthy life”.7 It has four 
dimensions: availability, access, utilization 
and stability. Availability is a�ected by the 
levels of food production and stocks, and net 
trade. Access depends on the ways in which 
the available food is distributed, as well as on 
incomes, expenditures, markets and prices. 
Utilization refers to the way in which the body 
uses food, which is a�ected by feeding and 
child-care practices, food preparation, dietary 
diversity, and on how food is shared within 
the household. Stability involves taking into 
account potential disruptions, as a result, for 
example, of bad weather, political instability 
or economic crisis.

Too often, food security is considered a 
problem of availability through production, 
and one that is best dealt with through 
national policies, including those that aim to 
achieve food self-su�ciency. However, food 
security also has strong regional dimensions. 
For instance,  the High Level Task Force on the 
Global Food Security Crisis pointed to “strong 
intraregional complementarities between 
ecological, production and consumption 
areas and the need for shared management 
of commonly held transboundary resources 
– such as rivers and river basins, aquifers, 
pastoral lands and marine resources”.8 In 
addition, the availibility of food can be a�ected 
by trade policies of exporting countries. What 
follows is a review of selected cooperation 
e�orts pertaining to food security across Asia 
and the Paci�c.

Policy coordination

Some policies related to food security can be 
coordinated at the regional or subregional 
level. The ASEAN, for example, began 

addressing food security in 1998 with a 
Strategic Plan of Action on ASEAN Cooperation 
in Food, Agriculture and Forestry. Since 2008, 
it has implemented the ASEAN Integrated 
Food Security (AIFS) Framework and the 
Strategic Plan of Action of Food Security (SPA-
FS).9 The SPA-FS, while addressing increased 
food production, also articulates common 
objectives related to the reduction of post 
harvest losses, market promotion,  trade 
for agricultural commodities and inputs, 
and ensuring food stability. It speci�es �ve 
priority commodities: rice, maize, soybean, 
sugar and cassava. The framework has four 
components: food security and emergency 
relief; sustainable food trade development; an 
integrated food security information system; 
and agricultural innovations. The ASEAN-
United Nations Meeting on Food Security 
in 2008 developed a Convergence Matrix of 
Programs and Activities to allow international 
organizations and countries to coordinate 
individual activities within the framework.10

South Asia has made similar e�orts at 
policy coordination. The SAARC Agricultural 
Vision 2020 emphasizes the importance of 
programmes on technology, seed quality, 
and incentives to producers; sustainability in 
the use of natural resources; food safety; the 
availability of rural non-farm employment 
opportunities; and capacity-building.11 To 
translate this vision into reality, the SAARC 
Regional Strategy and Programme for Food 
Security, in partnership with the Food and 
Agriculture Organization of the United Nations 
(FAO), has identi�ed a range of projects, 
which address agricultural productivity, the 
protection of natural resources, technology, 
bio-security, food safety and agricultural 
trade.12 Five of these projects are being 
developed with technical assistance from the 
ADB.13

In 2010 regional leaders met to endorse the 
Framework for Action on Food Security in 
the Paci�c. The Framework has a number of 
‘themes’ covering such issues as leadership 
and cooperation, regulatory frameworks, 
enforcement and compliance, and public-
private sector collaboration. It aims to enhance 
the production, processing and trading of 
safe, nutritious local food. At the same time, 
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the framework is designed to protect infants 
and vulnerable groups while empowering 
consumers.14 Implementing this plan requires 
a broad-based partnership among national, 
regional and international agencies.15

Regional food reserves

A good example of successful regional 
cooperation aimed at promoting stable 
access to food is the development of regional 
food reserves. Throughout human history, 
households and communities have tried to 
maintain food stocks that could be drawn 
upon at times of scarcity. However, doing 
so on a larger scale, at a national level, can 
be costly. As the High Level Task Force on 
the Global Food Security Crisis pointed out, 
excessive stockpiling to build national food 
reserves can exacerbate food shortages and 
in�ate prices. 

One option is to establish global stocks. The 
�rst e�ort of this kind took place in 1975 
when the United Nations aimed to establish 
an International Emergency Food Reserve 
under the World Food Programme, with initial 
stocks of rice and wheat of 500,000 tons and a 
�nal target of 30 million tons. However, it did 
not develop in the way originally intended 
and currently survives as a voluntary facility 
to provide emergency relief either from food 
stocks or budgeted funds. 

Another option is to provide facilities at 
the regional level. Such schemes should 
be able to address the most common food 
contingencies, frequent supply-demand 
imbalances and various emergencies and 
disasters. These schemes can take the form 
of real or virtual stocks of food reserve 
agreements, �nancial instruments or weather 
risk insurance or bonds.  

Within Asia and the Paci�c, the �rst steps in 
this direction were taken in 1979 when ASEAN 
leaders signed the agreement on the ASEAN 
Food Security Reserve, proposing a rice 
reserve of 50,000 tons, to increase by 1997 to 
67,000 tons and by 2004  to 87,000 tons. This 
initiative failed, due mainly to a lack of funding 
and poor administrative arrangements but 
also as a result of cumbersome procedures on 

prices, terms and conditions of distribution. In 
2004, the ASEAN ministers agreed to relaunch 
the scheme as the East Asia Emergency Rice 
Reserve, initially on a pilot basis. Established 
with clearer stock release guidelines, the 
reserve facilitated the transfer of 10,000 metric 
tons of rice from Viet Nam to the Philippines in 
March 2010, and developed programmes to 
help disaster victims in Cambodia, Indonesia, 
and Myanmar.

In October 2011, based on this successful 
pilot, the ASEAN countries, plus China, Japan 
and the Republic of Korea (ASEAN+3) agreed 
to establish a permanent mechanism in 
which they would earmark a quantity of rice 
on a voluntary basis. This forms the ASEAN+3 
Emergency Rice Reserve (APTERR), which 
includes both earmarked and physical stocks. 
The current earmarked reserve is 787,000 
tons, of which 89 per cent is to come from the 
plus three countries. Although the agreement 
stipulates a physical stock, the system mostly 
operates through �nancial stocks, given that 
rice is a commodity with high storage costs. 
Contribution to the stock is voluntary. Japan 
stated its willingness to provide 250,000 tons, 
China 300,000 tons, the Republic of Korea 
150,000 tons and ASEAN member states 
87,000 tons. Thus, the addition of the plus 
three countries has helped ASEAN countries 
raise the scheme’s level of earmarked rice 
reserves, removing a stumbling block 
identi�ed in the pilot that the reserve was too 
small for the scheme to function optimally. 

In emergencies, the reserves are made 
available according to tiers. Tier 1 involves 
releasing earmarked reserves under special 
commercial transactions. In this case, the 
APTERR management team e�ectively serves 
as a mediator between provider and recipient 
countries – as happened in 2010 under 
the pilot East Asia Emergency Rice Reserve 
when the Philippines obtained 10,000 metric 
tons of rice from Viet Nam. Tier 2 o�ers 
support through loans or grants agreed 
bilaterally between countries. Tier 3, which 
is triggered in acute emergencies, involves 
using rice stockpiles donated free of charge 
by member States. During the pilot phase, a 
similar mechanism distributed nearly 3,000 
tons of rice, mostly procured through cash 
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donations, from the Government of Japan, 
for distribution in Cambodia, Indonesia, the 
Lao People’s Democratic Republic and the 
Philippines.  In addition, in 2009, Thailand sent 
520 tons of rice to the Philippines to assist the 
victims of Typhoon Ketsana. 

There have also been e�orts to establish 
regional food reserves in South Asia. In 
1988, the SAARC established a food security 
reserve, which aimed to collect 243,000 tons 
of rice and wheat. This was never utilized, 
even in 2007 in the aftermath of Cyclone Sidr 
which devastated much of Bangladesh. An 
important reason was that the system lacked 
a mechanism for e�ective negotiation or for 
the delivery of emergency supplies and also 
entailed burdensome border formalities.  
After much debate, the SAARC leaders agreed 
in 2007 to relaunch the system as the SAARC 
Food Bank. This speci�es guidelines on 
withdrawals and negotiations, de�nes what 
is meant by food shortages and establishes 
food-grain quality standards. Even so, the 
system still has structural weaknesses, lacking 
a clear mechanism for releasing stocks and 
failing to identify storage facilities or border 
points to which stocks can be delivered.  

Food reserve systems need to operate with 
clear guidelines and on a su�cient scale, and 
they should establish ways of transferring 
stocks speedily across borders without un-
duly relaxing safeguards for plants, animals 
and humans. The ASEAN system, by clarifying 
questions related to prices, terms and 
conditions of commercial transactions, is a 
good example of how to address these issues 
e�ectively.

Information systems

Monitoring food security and taking the 
necessary action requires a solid information 
base. This should include statistics on 
demand, supply, prices, and household 
income and expenditure patterns, along with 
vulnerability assessments, food insecurity 
mapping, livestock diseases and information 
on climate and weather patterns. Regional 
bodies can provide value added in monitoring 
food security by facilitating the establishment 

of information systems related to agriculture 
and rural statistics, thus enhancing standards 
of transparency and comparability. 

There is also scope for regional cooperation 
to help build national systems and technical 
capacity for identifying food insecurity 
hotspots and groups that face food insecurity, 
as well as for tracking, collecting, analysing 
and disseminating statistics at national and 
local levels. These systems should include 
vulnerability mapping that combines infor-
mation on food security statistics with other 
socioeconomic data. They should also form  
the basis for early warning mechanisms for 
food security, including better weather fore-
casting and timely noti�cations of impending 
disasters. An important institution for this 
purpose is the Asia and Paci�c Commission on 
Agricultural Statistics, a statutory body of FAO 
that brings together o�cials from the Asia-
Paci�c region to review agricultural statistical 
systems and exchange ideas on food and 
agricultural statistics.16

There are also subregional initiatives. ASEAN, 
for example, has set up a food security 
information system.17 Phase I, which ran from 
2003 to 2007, concentrated on building human 
resources and an information network, while 
Phase II, 2008 to 2012, has been developing 
early warning systems and publishing com-
modity outlooks. Another subregional initia-
tive is the Paci�c Agriculture and Forest 
Policy Network, which aims to facilitate com-
munication, disseminate information, build 
capacity and enhance awareness on issues 
related to agriculture and forest policy.

Cooperation in agricultural research

Agricultural research is a key driver for enhancing 
agricultural productivity through technological 
change.18 Regional cooperation on research is 
critical when countries face common risks, such 
as climatic variability, reduced water supplies, 
loss of biodiversity and e�ects of mycotoxins 
and microbial hazards on food quality. It is also 
critical to address research needs related to 
opportunities embedded in transboundary 
resources. 
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One of the key organizations for sharing 
scienti�c information and knowledge is 
the Asia-Paci�c Association of Agricultural 
Research Institutions (APAARI). Established 
in 1991, the Association works to support 
national agricultural research systems in 
about 20 economies,  and also works with 
centres a�liated with the Consultative Group 
on International Agricultural Research and 
regional organizations. It aims to promote 
cooperation on priority programmes, ex- 
change scienti�c and technological know-
ledge, improve research capacity and streng-
then linkages between national, regional, and 
international partners.19

SAARC has also been making e�orts to 
coordinate regional research in agriculture. 
In 2005, for example, it adopted the Global 
Framework for Containment of the Priority 
Trans-boundary Animal Diseases to establish 
laboratories to contain three priority diseases: 
highly pathogenic avian in�uenza, foot and 
mouth disease and peste des petit ruminants, 
a highly contagious viral disease of small 
ruminants. In addition, the SAARC agriculture 
ministers have called for meetings among 
scientists and institutions for research and 
extension, and for exchange visits among 
extension specialists. This could pave the 
way for regional projects and joint ventures. 
The SAARC Agricultural Centre is another 
e�ort which aims to strengthen regional 
cooperation in agricultural research and 
technology by fostering the exchange of 
regionally generated technical information.

Agricultural biodiversity is indispensable for 
plant stability, and therefore, sustaining crop 
production, food security and livelihoods.20 

The sustainability of such systems depends on 
the health of all – plants, animals, land, water 
and soil. An activity carried out in one place or 
one sector can have far-reaching implications 
on everything else in the system. Di�culties 
may arise when systems are shared by many 
countries, as in the Ganges or the Greater 
Mekong river basin. Ensuring stability is more 
di�cult when resources are spread across 
di�erent countries.  In such situations, regional 
cooperation would be most bene�cial. 

One example is the Greater Mekong 
Subregional Initiative, launched by Cambodia, 
China, the Lao People’s Democratic Republic,  
Myanmar, Thailand and Viet Nam, with 
�nancial assistance from ADB.21 This initiative 
has innovated  programmes that address 
common resources and facilitate cross-border 
agricultural trade and investment.22 Another 
example is the Paci�c Agricultural Genetic 
Resources Network, which works with 
countries in the Paci�c to conserve their crop 
genetic diversity by stimulating collaboration 
among researchers.

Promoting further regional cooperation for 
food security 

Asia and the Paci�c is very diverse and thus 
full of opportunities for collaboration in food 
security: China and India are the two largest 
countries in terms of food production and 
consumption; Asia houses the largest rice 
exporter – Thailand – as well as the largest 
importer, namely the Philippines. The region 
is also home to one of the largest rainforests 
and biodiversity hotspots in the world and 
blessed with some of the most spectacular 
and resource rich river basin systems, such as 
the Mekong and the Ganges-Brahmaputra, 
and large marine ecosystems, such as the Bay 
of Bengal. The challenge is to harness these 
assets through programmes that go beyond 
political boundaries and the mere availability 
of food to arrive at a cohesive strategy based 
on the core factors underlying food insecurity.

Regional mechanisms, including regional 
economic integration organizations, such 
as ASEAN and SAARC, can facilitate national 
e�orts towards achieving food security 
through their active involvement in four 
interrelated areas: (i) improved management 
of shared �nancial and human resources and 
natural and physical capital; (ii) harmonization 
and  coordination of national agricultural, 
food and other supporting policy frameworks, 
including macroeconomic policies, so as to 
ensure national policies that do not circumvent 
regional e�orts; (iii) assuring the availability 
of regional risk management mechanisms so 
that regional food supplies and resources are 
utilized e�ectively to manage food insecurity 
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in times of crises; and (iv) facilitation of regional 
food and agricultural commodities so as to 
ensure that overriding national compulsions 
do not destabilize long-term regional food 
security.

Notwithstanding the role that regional 
e�orts can play in achieving food security, 
national e�orts and programmes, including 
those to increase agricultural investment, 
empower women and marginalized groups 
and improve access to quality and nutritious 
foods. Therefore, regional programmes must  
�nd innovative approaches to support these 
national e�orts through sharing know-
ledge, accurate and timely information and 
technologies available for enhancing food pro- 
duction, and capacity building. For this 
purpose, the United Nations and its a�liated 
agencies can play a useful role. As the exam- 
ple discussed above, the innovative collabo-
ration between ASEAN and the United Nations 
in preparing the AIFS and SPA-FS can be repli- 
cated in other areas. Similarly, FAO has colla-
borated with SAARC in identifying a more 
integrated food security strategy.23 

Food systems comprise many groups -- pro-
ducers, consumers, processors and distributors 
-- that are linked through trade across national 
borders. At both national and international 
levels, food production involves many eco- 
logical and social costs which are not re-
�ected in the price of food and agricultural 
commodities. These include inappropriate 
farming, �sheries and livestock-rearing, the 
use of high doses of pesticides and chemical 
fertilizer and concerns about food safety, 
processing and storage. 

In these circumstances, the jurisdiction 
of national governments often becomes 
irrelevant. The most appropriate forum 
is therefore a regional or subregional 
organization. Proposals have been mooted 
to establish a common food security policy 
for East Asia, with the ultimate objective of 
developing it into a common agricultural 
policy for Asia. In addition to enhancing 
regional food security, such a policy could also 
ensure that food and agricultural commodity 
prices re�ect their true cost by including 
positive and negative regional externalities 

in the production and distribution of food 
and agricultural commodities. This will be 
a prerequisite for ensuring the minimum 
safety and quality standards of food available 
in markets. The United Nations and other 
regional entities need to recognize the 
existing national e�orts so as to develop a 
truly regional and comprehensive approach 
to food policy.  

There are also opportunities at the regional 
level to spread the bene�ts of advanced 
technology. Some countries, for example, use 
satellite technology for monitoring weather 
and food production patterns while others 
lack this capacity. Regional bodies, including 
ESCAP, are ideally positioned to facilitate 
negotiations on technical, institutional and 
policy-level issues that facilitate food security 
at the regional level.

Dealing with disasters

The world seems to be increasingly a�ected 
by natural hazards, such as droughts, �oods, 
storms, volcanic eruptions, earthquakes and 
tsunamis.  In 2011, two mega-disasters in the 
Asia-Paci�c region alone, the great Eastern 
Japan earthquake and tsunami and the 
South-East Asia �oods caused an estimated 
$267 billion in combined economic losses 
and resulted in over 18,000 deaths. Estimates 
of the global economic losses of the disaster 
in Japan amount to as much as $366 billion.24   
In the light of these large losses, it seems 
necessary to re-examine current strategies 
and accelerate the implementation of mea-
sures to reduce the risk of future disasters. 
Such strategies should also involve regional 
cooperation for setting standards, pooling 
resources and sharing knowledge.

Overall disaster risk depends on three factors: 
(i) hazards – the occurrence of events such as 
earthquakes, storms or droughts, (ii) exposure 
– the number of people and the scale of assets 
exposed to such events, and (iii) vulnerability 
– the capacity to cope with and recover from 
hazard events.

According to ESCAP estimations, all Asia-
Paci�c subregions have experienced a re-
duction in their vulnerability to disasters 
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TABLE TITLE

V.1. Deaths and economic damages and losses due to recent mega-disasters in Asia and the Paci�c 

Disaster

Number of people 
affected 
(million)

Number of 
people killed

Number of people 
missing

Number of 
people injured

Economic damages 
and losses  

(billion of US 
dollars)

South-East Asia floods 
(late 2011) 2 5 . 9 2  7 3 5 . . . . 4 6 . 6

Great Eastern Japan 
earthquake and tsunami 
(March 2011)

1 5  8 4 5 3  3 8 0 5  8 9 4 2 1 0

Wenchuan earthquake 
China (May 2008) 4 5 . 6 6 9  2 2 7 1 7  9 2 3 . . 8 5

Indian Ocean tsunami 
(December 2004) 5 1 8 4  1 6 7 4 5  7 5 2 . . 1 0

over the past two decades.25 This suggests 
that policymakers can improve a country’s 
resilience to disasters through early warning 
systems, infrastructure investments and 
strengthening disaster preparedness and 
response e�orts. However,  in spite of the 
region’s reduced vulnerability, exposure 
to disasters has been on the rise because, 
as populations grow, more people live in 
disaster-prone areas. As a result, the number 
of those a�ected by disasters tends to rise. 
Furthermore, the region’s poor continue to 
be the most exposed. This suggests the need 
for disaster risk reduction policies to focus 
especially on the most vulnerable groups, 
such as the elderly, women, children and 
persons with disabilities. 

The highest average annual damages and 
losses in Asia and the Paci�c during the 
period 1990-2010, $30 billion, were the result 
of �oods and earthquakes. However, this 
average is expected to be surpassed in 2011, 
as the estimated economic losses caused by 
that year’s �oods in South-East Asia alone 
amounted to more than $47 billion. In recent 
years, a relatively small number of mega-
disasters have caused disproportionate 
economic and human losses (see table V.1). 
The frequency and intensity of extreme 

weather events, such as heat waves and heavy 
precipitation, is likely to increase in future as a 
consequence of climate change (see box V.1).

Disasters a�ect all countries, but can be 
particularly destructive in smaller and lower 
income countries. In Fiji, for example, they have 
resulted in marked �uctuations in GDP (�gure 
V.1). Within countries, disasters generally hit 
hardest at the poorest groups who live in high-
risk environments, vulnerable, for example, 
to �ooding and landslides – and who have 
fewer ways to shield themselves. Women and 
the elderly too are also disproportionately 
a�ected. An estimated 70 to 80 per cent of 
those who died during the 2004 Indian Ocean 
tsunami, for example, were women. And the 
elderly were disproportionately a�ected in 
the earthquake and tsunami that hit Japan in  
2011.26

Regional impact of disasters

Some disasters have a regional impact simply 
because natural phenomena extend across 
wide geographical areas. The 2004 Indian 
Ocean tsunami, for example, killed more than 
184,000 people in 14 countries across Asia and 
the Paci�c. Large explosive volcanic eruptions 
can also cause widespread economic and 

Sources: Asia Paci�c Disaster Report 2010; O�ce of Civil Defense (OCD), Philippines; Department of Disaster Prevention and Mitigation, Royal 
Irrigation Department, Thailand; National Police Agency, the Cabinet O�ce, Japan; Department of Hydrology and River Works, Cambodia; Hydro-
Meteorological Services of Viet Nam; Department of Meteorology and Hydrology, Lao Peoples’ Democratic Republic; Relief and Resettlement 
Department, Myanmar.
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BOX V.1. Climate change and disasters

Disasters are often caused by extreme weather events, such as heavy 
downpours, heat waves and droughts, which have increased in frequency, 
intensity and duration in recent decades. The year 2010, for instance, tied 
with 2005 as the warmest year on record globally, with 19 countries setting 
national high-temperature records and the Russian Federation losing 
one third of its wheat crop. That year also recorded the highest global 
precipitation since 1900, which led to devastating �oods. For instance 
six million people were displaced in Pakistan as a result of record �oods 
that year. On average, such extreme weather events, when aggregated 
over decades, show an increasing trend. Over the past 50 years, global 
rainfall has increased by 7 per cent, and the occurrence of record high 
temperatures has become much more common than that of record low 
temperatures.

Although individual weather events cannot be attributed to climate 
change, it is possible to attribute changes in the risk of certain categories of 
extreme weather to climate change. Risks are represented by probability 
distributions, which describe what we should expect on average over 
a long period of time. A good understanding of such risks is crucial to 
properly assess the vulnerability of people and assets to extreme weather 
events and to implement policies to reduce their impact. 

The recent Special Report on Managing the Risks of Extreme Events 
and Disasters to Advance Climate Change Adaptation published by the 
Intergovernmental Panel on Climate Change (IPCC) argues that global 
warming increases the risk of four categories of extreme weather events 
– extreme heat, heavy downpours, drought and drought-associated 
wild�res. For such events, the historical evidence is consistent with both 
the science and simulations of the impacts of higher green house gas 
concentrations. The relationship between global warming and other 
extreme weather phenomena is weaker, as in the case of hurricanes, or 
nonexistent, as in the case of tornadoes.

Despite the progress made in understanding the relationship between 
climate change and extreme weather events, much more work is needed 
to re�ne risks assessments in the Asia-Paci�c region. For that purpose, it 
will be necessary to improve substantially the collection of data, especially 
at the local and regional levels. With improved data and quantitative 
models with high resolution, it would be possible in future to prepare 
more precise analyses of the impacts of climate change at the national and 
subnational levels, which, in turn, would enable policymakers to improve 
their planning for disaster mitigation and assist farmers, for example, to 
plant crops that would be more suitable for weather conditions in the 
future.

Sources: Huber and Gulledge (2011); IPCC Special Report on Managing the Risks of Extreme Events and Disasters to Advance 
Climate Change Adaptation, Fact Sheet. Available from http://ipcc-wg2.gov/SREX/images/uploads/IPCC_SREX_fact_sheet.
pdf.
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human losses. For example, the costs to 
aviation of the 1991 Mount Pinatubo eruption 
in the Philippines exceeded $10 billion. In 
addition, this eruption led to a signi�cant 
drop in temperatures worldwide of close to 
four degrees for about a year. The Asia-Paci�c 
region has many active volcanoes in countries 
such as  Japan,  Indonesia, Papua New Guinea, 
the Philippines, the Russian Federation 
and Vanuatu. Although, during the past 20 
years, volcanoes have caused smaller losses 
than earthquakes or �oods, they can have 
enormous destructive power. Volcanoes can 
also a�ect food security in the light of their 
potential to halt agricultural activities, as was 
the case with the Mount Tambora eruption of 
1815 in Indonesia and the El Chichon, Mexico 
eruption in 1982. 

The socioeconomic impacts of disasters can 
be further ampli�ed as a result of growing 
economic interdependence. For instance, the 
2011 �oods in Thailand a�ected 3.1 million 
people and cut the country’s rate of growth 
of the GDP to 0.1 per cent from an earlier 
projection of 3.2 per cent,27  but the impact 
spread far beyond Thailand. The �oods 
inundated factories, major highways, and 
rural roads, disrupting global production for 
a number of goods. Thailand has the world’s 
twelfth largest automobile industry, which 
is highly integrated into the global supply 
chain. Factory closures were felt as far as 

FIGURE TITLE

V.1. Fiji, annual �uctuations in GDP relative to the incidence of disasters, 1980-2008

Source: ESCAP based on data from www.databank.worldbank.org and International Disaster database, www.emdat.be.

North America, as missing parts forced major 
manufacturers to curtail operations. Thailand 
also produces about one-quarter of the 
world’s hard-disk drives. Factories belonging 
to one of the world’s largest manufacturers, 
which produces more than 60 per cent of its 
output in Thailand, were submerged, severely 
a�ecting global computer supplies.

Similarly, the 2011 earthquake and tsunami in 
Japan caused economic damages and losses 
of $210 billion in this country, but it also 
a�ected severely the Tohoku region, which 
produces $322 billion worth of intermediate 
goods and services that feed into global 
supply chains. 

Disaster risk reduction

Disasters are no longer perceived simply as 
extreme events created entirely by natural 
forces but rather as manifestations of 
unresolved problems of development. Policies 
have evolved from largely top-down relief and 
response e�orts to intersectoral approaches 
of risk reduction with greater emphasis on 
early warning and mitigation. Even so, local, 
national and international resources are still 
predominantly used for emergency response.

Most countries in the region have established 
national policies, legislation, frameworks, 
strategies, or plans to prepare for and cope 
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with disasters. At the multilateral level,  
the Hyogo Framework for Action, a global 
blueprint for disaster risk reduction for the 
period 2005-2015, was adopted by 168 
United Nations member states at the World 
Conference on Disaster Reduction. Within the 
United Nations, the focal point for disaster 
risk reduction is the International Strategy 
for Disaster Reduction, which also manages 
a biennial forum, the Global Platform for 
Disaster Risk Reduction. 

Thus far, however, much less attention has 
been paid to the opportunities for regional 
responses. One important forum is the 
Asian Ministerial Conference on Disaster 
Risk Reduction. This biennial conference 
organized since 2005 has allowed ministers 
in charge of disaster management to rea�rm 
their commitment to the implementation of 
the Hyogo Framework for Action. 

An example of  subregional cooperation is the 
ASEAN Agreement on Disaster Management 
and Emergency Response, which entered 
into force on 24 December 2009. This aims 
to promote subregional cooperation, and 
has a range of components: provisions on 
disaster risk identi�cation, monitoring and 
early warning; prevention and mitigation; 
preparedness and response; rehabilitation, 
technical cooperation and research; 
mechanisms for coordination; and simpli�ed 
customs and immigration procedures. 

There are other subregional cooperation 
mechanisms. Under the auspices of SAARC, 
the SAARC Disaster Management Centre, 
set up in 1996 in New Delhi, administers the 
South Asian Disaster Knowledge Network. 
ESCAP and the World Meteorological 
Organization (WMO) manage the Typhoon 
Committee, which covers Cambodia, China, 
Democratic People’s Republic of Korea, Japan, 
Lao People’s Democratic Republic, Malaysia, 
Philippines, Republic of Korea, Singapore, 
Thailand, Viet Nam, United States of America, 
Hong Kong, China, and Macao, China.  
ESCAP and WMO also manage the Panel on 
Tropical Cyclones, which covers Bangladesh, 
India, Maldives, Myanmar, Oman, Pakistan, 
Sri Lanka and Thailand. The Paci�c Islands 
Applied GeoScience Commission operates 

Paci�c Disaster Net, a comprehensive web-
based information resource for disaster risk 
management.

Other initiatives include the Regional 
Space Application Program for Sustainable 
Development, the Central Asia Disaster 
Risk Reduction Knowledge Network, the 
International Strategy on Disaster Reduction 
Asia Partnership, the Asian Disaster 
Preparedness Center, the Mekong River 
Commission, the International Centre for 
Integrated Mountain Development, and the 
Asian Disaster Reduction Center.

Asia and the Paci�c would, however, 
bene�t from more comprehensive regional 
agreements and cooperation. Better 
management of transboundary river basins, 
for example, can prevent �oods in the 
countries that share the basin. Tsunamis 
also raise the need for regional cooperation 
to develop e�ective early warning and 
communication systems. Obstacles faced 
during bilateral discussions and agreements 
could be better addressed through multilateral 
approaches where neutral parties can reduce 
sensitivities and pave the way for cooperation. 
Resolutions passed by the Intergovernmental 
Oceanographic Commission of the United 
Nations Educational, Scienti�c and Cultural 
Organization (UNESCO) resulted in the 
establishment of the Indian Ocean Tsunami 
Warning and Mitigation System with an 
intergovernmental coordination group set up 
to govern it. 

Regional early warning systems

The greatest challenge in implementing 
regional early warning systems is that similar 
patterns of natural hazards may result in widely 
di�ering impacts in di�erent countries. The 
impacts vary based on levels of development, 
the size of economy and other socioeconomic 
in�uences. After the 2004 Indian Ocean 
tsunami, for example, Thailand experienced 
lower-than-expected economic growth while 
the rate of growth in Indonesia exceeded 
expectations.  Another challenge is that 
National Disaster Management Authorities/
Organizations are still in their early stages of 
development. 
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An example of sound regional cooperation 
is the Regional Integrated Multi-Hazard Early 
Warning System for Africa and Asia (RIMES), 
a regional tsunami early warning provider 
for the Indian Ocean supported by ESCAP. It 
includes the following elements: collecting 
data and undertaking risk assessments; 
monitoring hazards and early warning 
services; communicating risks; and building 
national and community-level response 
capabilities (see box V.2).

An important intergovernmental forum 
for improved regional cooperation is the 
ESCAP biennial Committee on Disaster Risk 
Reduction, which provides opportunities 
for ESCAP member States to discuss and 
share experiences on disaster risk reduction 
policies. The joint ESCAP/UNISDR publication, 
the Asia-Paci�c Disaster Report, which is 
published every two years, looks at regional 
trends, linkages between disasters and 
development, and possible approaches to 

reduce risks. The Asia-Paci�c Gateway for 
Disaster Risk Reduction and Development is 
an online platform aimed at assisting disaster 
management authorities and relevant 
ministries in e�orts to mainstream disaster 
risk reduction into development planning.

Fostering regional cooperation

Regional and transboundary cooperation in 
developing risk reduction and adaptation 
strategies can bring mutual bene�t to 
all countries, for example, by reducing 
uncertainty through exchanges of data and 
information. Cooperation can also widen the 
knowledge and information base, increasing 
the set of options available for prevention, 
preparedness and recovery, and thereby 
helping to �nd better and more cost-e�ective 
solutions. Priorities should include:

 • Strengthening the One UN approach 
for disaster risk reduction through the 
Regional Coordination Mechanism

BOX V.2.  Regional cooperation on early warning systems for disaster risk      
   reduction

An important recent initiative in the area of early warning systems 
has been the establishment of the Regional Integrated Multi-
Hazard Early Warning System for Africa and Asia (RIMES).  RIMES 
is an international and intergovernmental institution dedicated 
to the generation and application of early warning information. 
It evolved from the e�orts of countries in Africa and Asia, in the 
aftermath of the 2004 Indian Ocean tsunami, to establish a regional 
early warning systems within a multi-hazard framework for the 
generation and communication of early warning information, and 
capacity-building for preparedness and response to transboundary 
hazards. RIMES, which operates from its regional early warning 
centre, located at the campus of the Asian Institute of Technology 
in Pathumthani, Thailand, was established on 30 April 2009. Its 
current members are Bangladesh, Cambodia, Comoros, India, Lao 
People’s Democratic Republic, Maldives, Mongolia, Mozambique, 
Papua New Guinea, Philippines, Seychelles, Sri Lanka and Timor-
Leste.

Source: RIMES. Available from http://www.rimes.int.
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 • Strengthening specialized regional 
centres, including those for training, 
research and capacity-building; 

 • Promoting social and economic analyses 
on disaster risk reduction in the region

 • Producing regional studies, baseline 
assessments and periodic reviews; 

 • Sharing disaster data and statistics in the 
region

 • Using satellite technology for disaster 
risk reduction; 

 • Promoting technical cooperation and 
developing standards; 

 • Facilitating the cooperation of various 
research and policy communities and 
creating synergies between technical, 
practical, and political counterparts.

Pressures on natural resources and 
sustainability

Rapid economic growth in Asia and the 
Paci�c has placed increasing pressure on 
natural resources. With limited endowments 
of natural resources, the region is particularly 
vulnerable to disruptions associated with 

volatile energy and resource prices, land 
use changes and climate change, which are 
becoming increasingly interconnected. 

Some of the most signi�cant pressures 
arise from the rising demands for energy, 
which is projected to increase by about 34 
per cent over the next decade.28 This will 
pose particular problems for countries that 
rely heavily on imported energy sources, 
which are facing rising and volatile prices.29 

Although investment in renewable energy is a 
critical response to meeting energy demand, 
there is a rising concern about the social 
and environmental costs caused by two key 
renewable energy sources,  hydropower and 
biofuels.30

There will also be pressure on water and 
other ecosystem services. The region already 
has the world’s lowest per capita availability 
of water resources (see �gure V.3). If current 
trends and management practices persist, by 
2025, a signi�cant proportion of the region’s 
population will live in water-stressed river 
basins.31

In addition, there are threats to biodiversity. 
Asia and the Paci�c is a biologically rich region, 

FIGURE TITLE

V.2. Primary energy use in Asia and the Paci�c and the rest of the world, 1971-2008

Source: ESCAP.
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FIGURE TITLE

V.3. Availability of water resources per capita, by region and subregion, 2008 

Source: FAO, AQUASTAT, Information system on Water and Agriculture (accessed 8 February 2012).

with about 60 per cent of the world’s species. 
However, as of 2010, nearly one-third of all 
threatened plant and animal species are found 
in the region.32 Forests too are being degraded, 
with many primary forests being replaced 
by plantations based on non-native species, 
in some cases to produce biofuels. With the 
laudable exception of Bangladesh, mangrove 
forest cover has been reduced in most Asian 
countries, increasing the risks of �ooding in 
coastal areas. Changes in forests are not only 
leading to further environmental degradation 
but also resulting in additional carbon 
emissions and increasing vulnerabilities to 
disasters and water insecurity.

Other environmental concerns that threaten 
the sustainability of economic growth include 
increasing sulphur dioxide emissions, the 
rapid accumulation of solid waste, and the 
increasing prices and scarcity of many natural 
resources. Indeed, by 2005, Asia and the Paci�c 
had become the world’s largest resource user, 
consuming 35 billion tons per annum of key 
materials, such as biomass, fossil fuels, metal 
ores and industrial and construction materials. 
This represents 60 per cent of the global use 
of resources (see �gure V.4).33

At the same time, the composition of 
materials used in the region’s economies 
has also changed signi�cantly. In 1970 the 
biomass category accounted for 47 per cent 

of materials used in the region, but by 2005, 
construction materials, such as sand, gravel, 
concrete and steel, had become the largest 
category, representing 49 per cent of the total.  
The price volatility of these commodities 
increases uncertainty and creates new risks 
and limits to the growth of certain sectors (see 
�gure V.5).

Regional responses

Recognizing that pressures on natural 
resources and many other related environ-
mental problems pose threats to economic 
growth and poverty reduction, the region’s 
leaders have been developing regional 
responses. One of the important approaches 
involves the promotion of green growth, as 
discussed at the Fifth Ministerial Conference 
on Environment and Development in Asia and 
the Paci�c held in Seoul in 2005 and the Sixth 
Asia and the Paci�c Ministerial Conference 
on Environment and Development held in 
Astana in 2010. 

Economic policy system changes are required 
to enable technological innovations and 
research and development to improve eco- 
and resource e�ciency. This will further create 
important economic and �nancial savings 
and gains, which can be invested in poverty 
reduction and social welfare programmes. 
The Asian and Paci�c Regional Preparatory 
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FIGURE TITLE

V.4. Domestic material consumption in Asia and the Paci�c and the rest of the world, 1970-2005

FIGURE TITLE

V.5. Shares of main material categories in Asia and the Paci�c, 1970 and 2005

Source: CSIRO and UNEP Asia-Paci�c Material Flow database. Available from www.csiro.au/AsiaPaci�cMaterialFlows.

Source: CSIRO and UNEP Asia-Paci�c Material Flow database. Available from www.csiro.au/AsiaPaci�cMaterialFlows.
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BOX V.3. Innovation and technology transfer

ESCAP has been supporting the widespread sharing of knowledge and 
transfer, adaptation and replication of environmentally sound technologies, 
with the support of its Asian and Paci�c Centre for Transfer of Technology 
(APCTT) and its subregional o�ces, particularly in the Paci�c. ESCAP has 
also been building regional cooperation for transferring low-cost, low-tech, 
locally a�ordable and applicable technologies throughout the region. One 
of its activities was to conduct a regional study on the promotion of publicly 
funded environmentally sustainable technologies (EST) in the Asia-Paci�c 
region, initiated in 2007.a  The study recommended that national systems 
of innovation be enhanced and called for boosting regional cooperation 
through the creation of a regional network of national innovation centres or 
agencies closely involved in the full cycle of EST development and transfer.

Since its inception in 1977, APCTT has been helping to upgrade capacity in 
technology transfer and innovation management. Its experience suggests 
that while certain countries have developed sophisticated insights into the 
structuring and operation of national innovation systems others lack this 
capacity. The Centre has also worked extensively on identifying barriers to 
the transfer of green technologies, in particular low-carbon technologies. 

In general, national e�orts in building capacity to plan and implement 
technology transfer activities in SMEs are weak in many developing countries. 
As a result, ESCAP has implemented a number of projects to support them. 
For example, a training centre in Samoa has developed low-cost, locally 
appropriate technologies for capturing biogas for cooking and heating from 
human sanitation units and animal husbandry. 

Similarly, local adaptations and improvements of technology applied in Viet 
Nam with the assistance of Thai experts where successfully replicated in Fiji 
and Vanuatu. Another example has been the use of solar renewable energy 
in Cambodia, where Sunlabob, a Lao People’s Democratic Republic-based 

Meeting for the United Nations Conference 
on Sustainable Development (UNCSD) – 
Rio+20, held in October 2011, underlined, 
among other key sustainable development 
priorities for the region, the need for regional 
cooperation to “facilitate technological inno-
vation and transfer and promote access to 
green technologies at a�ordable costs.”34 A 
recent review of country submissions to the 
UNCSD secretariat con�rms that technology 
transfer and capacity building are among the 
top priority issues.35

Among the most e�ective means of 
technology transfer are regional and inter-
regional partnerships (see box V.3). In Asia and 
the Paci�c they have included the Kitakyushu 
Initiative for Clean Environment,36 and the 
Seoul Initiative Network on Green Growth.37 
The Astana Green Bridge Initiative38 is evolving 
as another driver fostering regional and 
intraregional cooperation for technological 
innovation and transfer of green technologies. 

How can countries in the South launch the 
necessary initiatives to leapfrog into these 
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new areas? For this purpose, it would be 
invaluable to have an ICT-based South-South 
network to share information on, for instance, 
national policies, the technologies available 
for sale, the nature of intellectual property 
protection and the institutions working 
in each area. Another useful step, to avoid 
wasteful duplication of e�orts and resources, 
would be to form a South-South network of 
research and development institutions. The 
intellectual property thus generated could be 
owned jointly, and disseminated over a wider 
range of SMEs as proposed later in this study. 
Countries of the South should not of course 
work only among themselves. They also need 
to work with the developed countries in the 
North to strengthen other business-oriented 
technology transfer e�orts. 

Another option for SMEs, in particular, is 
through public-private partnerships (PPPs).39  
Such initiatives are not new; they were used, 
for example, to promote the Green Revolution 
in agriculture. One proposal currently under 
discussion is to develop “climate innovation 

centres” to build local capacity and �nance 
the acquisition of relevant low-carbon 
technologies through buyer-friendly 
business processes.40 Another, in the health 
sector, involves the search for new drugs. In 
2008, the Council of Scienti�c and Industrial 
Research of India launched the Open Source 
Drug Discovery programme,41 which aims to 
attract the brightest minds worldwide to be 
part of the drug discovery movement.42

Setting priorities

In conclusion, regional cooperation could 
help promote environmentally sustainable 
technologies in SMEs in the following areas:

Skills – Creating a critical mass of skills to help 
�rms, especially SMEs, plan and implement 
technology transfer with a business focus, 
particularly those for which there are no 
intellectual property constraints. This could 
provide opportunities for PPPs.

Supply chains – Enabling the growth of 
e�ective supply chains and marketing 

BOX V.3. Continued

private company, set up local cooperatives to provide solar lantern rental 
systems in �oating villages of the Thonle Sap lake area.

In 2011, APCTT organized a business-to-business forum on “Fostering 
Business Partnerships to Promote the Adoption and Utilization of Renewable 
Energy Technologies” in Colombo, Sri Lanka. It was organized in association 
with the National Engineering Research and Development Centre of Sri 
Lanka, the National Cleaner Production Centre of Sri Lanka (NCPCSL), and the 
Ceylon Chamber of Commerce. As part of the forum, one-to-one meetings 
were set up between renewable-energy business �rms and technology 
transfer intermediaries in Sri Lanka and �rms from six other participating 
countries, namely Fiji, India, Mongolia, Nepal, the Philippines and Thailand. 
One outcome of this meeting is negotiations between a company in the 
Philippines and NCPCSL on transferring solar-assisted air conditioning 
technology to Sri Lankan companies.

Source: ESCAP-APCTT.

a  Van Berkel, 2008.
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networks, which can manufacture, market, 
and service low-carbon technologies. 

Research and development – Encouraging 
international collaboration in research, 
design, development and deployment. This 
should aim to reduce the risks associated 
with capital costs through government 
demonstration activities,43 and  would help 
prevent innovations lying dormant without 
being commercialized. 

Available technologies – It is important to 
identify, for SMEs  in particular, the potential 
of mature low carbon technologies for which 
there are no intellectual property issues. Such 
information can be publicized widely through 
government and international agencies and 
through private-sector participation. 

Intellectual property – Introducing guarantees 
for strong intellectual property enforcement 
while also developing locally appropriate 
versions.44

Innovation hubs – Establishing regional hubs, 
based on the “open innovation” principle for 
instance, in the ASEAN or SAARC regions, to 
develop critical low carbon technologies.

Financial incentives – Designing market 
transformation incentives to overcome costs 
that prevent �rms from switching to low 
carbon technologies. 

Clean development mechanism – Providing 
comprehensive information on the Clean 
Development Mechanism with respect to 
eligibility criteria and potential emission 
reduction opportunities.45

Micro�nance – This currently appears to be 
operating only in niche markets. Scaling up its 
use will require management of transaction 
costs and credit risk, and o�ering low-cost, 
long-term �nancial resources.46

Bank �nance – Building capacity in the 
�nance and banking sector, in areas such as 
low-carbon energy �nance, including models 
for the e�ective use of available �nance and 
economic and feasibility analysis.47

Addressing sustainability risks through 
technological cooperation 

The case for regional cooperation to meet the 
challenges considered in this chapter – food 
and energy insecurity, disasters and pressures 
on natural resources – is based on two facts: 
that their impact often cuts across national 
boundaries and that national capabilities 
to reduce risks and mitigate impacts are 
unevenly distributed across countries in the 
region. As a result, cooperative e�orts could 
both be in the best interest of all countries 
and make the overall regional response to 
these challenges more e�ective.

A critical element for regional cooperation 
in the three areas is the production and 
dissemination of accurate information 
to facilitate the preparation of diagnoses 
and risk assessments and to help national 
governments plan and implement the most 
e�ective policy responses. In addition, it is 
very important to help all countries in the 
region build su�cient capacities in the areas 
of data collection and analyses, diagnoses 
and risk assessments, and policy planning and 
implementation.

As mentioned earlier in the chapter, a large 
number of subregional, regional and global 
institutions and initiatives aim at fostering 
cooperation to address the challenges of food 
insecurity, disasters and pressures on natural 
resources. The majority of these cooperative 
arrangements are highly specialized and 
cover a limited number of countries in the 
region. Subregional organizations, such as 
ASEAN and SAARC, play very important roles 
as umbrella organizations that encompass 
various institutional mechanisms with the 
same membership.

However, as highlighted in previous chapters 
of this study, subregional approaches to 
cooperation are not the most e�ective. For 
instance, in the case of trade, a key reason for 
a broader approach to regional integration 
was given by the widespread distribution of 
export opportunities, which are not limited 
to the con�nes of each subregion. In the case 
of transport, energy and ICT infrastructure 
investment, the existence of network 
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externalities provide a strong economic case 
for aiming to build the broadest possible 
networks, encompassing the whole Asia-
Paci�c region.

A similar argument can be made for a region-
wide response to the challenges of food 
insecurity, disasters and pressures on natural 
resources. Because the three challenges pose 
potentially large economic costs to countries 
in the region, it is important to seek ways to 
minimize these costs. For this purpose, region-
wide cooperative mechanisms could be the 
most e�ective, because of their e�ectiveness 
in disseminating knowledge, sharing good 
practices and supporting the build-up of 
capabilities across all countries in the region.

The three challenges of food insecurity, 
disasters and pressures on natural resources 
are fundamental aspects of sustainability, and 
are interrelated. The concept of sustainability 
implies that, at a minimum, the same degree of 
access to food, protection from disasters, and 
natural resources must be ensured for future 
generations. To meet this enormous challenge, 
it is critical to build capacities and promote 
technological innovations and research and 
development to improve eco- and resource 
e�ciency. Technological innovations are 
also needed to ensure food security through 
the development of sustainable agriculture 
practices and to enhance the e�ectiveness 
of monitoring and early warning systems to 
reduce disaster risks. 

To maximize the e�ectiveness of the region’s 
response to these interlinked challenges, the 
creation of a region-wide body named “Asia-
Paci�c Technology Development Council” 
(APTECH), could be considered. APTECH 
would serve as a regional apex body of 
national innovation institutions. Its main 
functions would entail fostering innovation 
that addresses shared problems and 
promoting cooperation in pre-competitive 
research and development.  For that purpose, 
it could establish a regional innovation 
fund to �nance joint innovation proposals, 
the intellectual property of which would 
be owned by APTECH and shared among 
members. Such intellectual property could be 
subsequently made available to national and 
regional enterprises for competitive research. 

The funding of a potential regional innovation 
fund would come from one of the regional 
development funds proposed below.

Addressing social risks
Despite the region’s economic dynamism, the 
number of people living in extreme poverty, 
su�ering from hunger and lacking insu�cient 
access to sanitation, education, health 
and �nancial services is still enormous.48 
While economic growth is creating vast 
opportunities, growth alone is insu�cient 
to correct the region’s huge socioeconomic 
and developmental disparities within and 
between countries, and such disparities could 
pose serious threats to national economic, 
social and political stability.

The fast economic growth of the last two 
decades has been accompanied by rising 
inequalities, with the population-weighted 
mean Gini coe�cient for the entire region 
increasing from 32.5 per cent in the 1990s 
to 37.5 per cent in the mid-2000s.49 These 
rising income inequalities are a manifestation 
of deeper inequalities in the access to 
fundamental resources, such as sanitation, 
education, health services, food security and 
electricity. Such access has tended to be more 
widespread in urban areas, where most of 
the region’s development has been taking 
place, leaving rural areas behind. At the same 
time, persistent disparities have continued 
between women and men, and between 
di�erent social and ethnic groups.50

While it might appear that economic growth, 
like a tide that lifts all boats, would eventually 
provide employment opportunities for 
all, even the poorest and most deprived 
segments of society, this is not necessarily 
the case. Trickle down cannot be taken 
for granted. First, economic growth in the 
twenty-�rst century places a premium on 
educated individuals who are not only literate 
but also able to take advantage of modern 
ICT e�ectively. When professionals and 
skilled workers are scarce in rapidly growing 
economies, their real wages tend to increase 
signi�cantly faster than average, contributing 
to increased income inequalities. Second, 
there is much evidence that poverty and social 
deprivations, such as the lack or insu�cient 
access to basic sanitation, education or health 
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services, play a large role in determining 
health outcomes – and, thus, the potential to 
engage fully in employment activities – across 
the population.51

Persistent poverty and inequality in the 
world’s most dynamic region represents, as 
argued in chapter one, a missed opportunity. 
If the ”bottom one billion” inhabitants of 
Asia and the Paci�c had similar access to 
sanitation, health, education and social 
protection as the ”top three billion”, they 
would be able to enhance the size of what 
is already the largest and most rapidly 
expanding market, contributing to sustaining 
growth in decades to come. Moreover, social 
justice considerations make the exclusion 
of a quarter of the region’s population from 
the fruits of its growing prosperity morally 
unacceptable. Furthermore, social exclusion 
creates downside risks to stability and growth 
itself. 

Studies on the relationship between poverty 
and violent con�ict usually �nd that causality 
runs from con�ict to poverty, but the reverse 
relationship is not as clear. However, when 
poverty coincides with ethnic, religious, 
language or regional boundaries, underlying 
grievances can explode into open con�ict, 
often triggered by external shocks, such as 
a sudden increase in the price of food or 
other necessities. The potential for con�ict 
is more likely when basic human needs, 
such as the need for physical security 
and well-being, communal and cultural 
recognition, participation and distributive 
justice are repeatedly denied, threatened, 
or frustrated, especially over long periods 
of time.52 According to the Commonwealth 
Commission on Respect and Understanding, 
remembered injustices, including those that 
occurred decades, even centuries before, play 
an important role in justifying and sustaining 
many con�icts.53

As shown in �gure V.6, social exclusion appears 
to have an adverse consequence on foreign 
direct investment. The horizontal axis shows 
a Millennium Development Goals capabilities 
index developed by ESCAP for the year 1990. 54 
It measures the levels of country’s capabilities 
to provide services in the areas of health and 
education. The vertical axis shows cumulative 

in�ows of foreign direct investment per capita 
during the period 2003-2010. The relationship 
between these two variables is positive and 
statistically signi�cant. The countries in the 
bottom half of the distribution of the index 
have an average cumulative foreign direct 
investment (FDI) per capita of $415 over the 
period 2003-2010, compared to $1,065 for 
those in the upper half of the distribution 
of the Millennium Development Goals 
capabilities index. The relationship between 
social exclusion and FDI could be explained 
by two possible factors: (i) the reduced size of 
the domestic market resulting from the lower 
purchasing power of the excluded; and (ii) 
potential risks to social and political stability 
which could a�ect the return of FDI.

An important objective of regional economic 
integration schemes is to narrow development 
gaps and bring about convergence in the 
levels of economic development of di�erent 
participants through the optimal deployment 
of the region’s resources. The objective of 
achieving a balanced and equitable regional 
development also creates conditions 
for a more enthusiastic participation of 
all partners, including those with scarce 
productive capacities. Some studies suggest 
that increased trade by itself, even if balanced, 
does not ensure economic development. 
Thus, growth in trade must be accompanied 
by complementary development policies 
to promote investment in infrastructure, 
education and research and development in  
lower-income countries and less-developed 
regions.

Many existing regional trading arrangements 
include balanced regional development and 
social cohesion policies.55 For instance, the 
European Union has extensive programmes, 
to support lagging regions through 
structural funds under the social cohesion 
policy. The Southern Common Market 
(MERCOSUR) is considering proposals for a 
regional social fund. SAARC has created the 
SAARC Development Fund which includes 
a social window to fund poverty alleviation 
programmes and projects, an infrastructure 
window to �nance infrastructure projects, 
and an economic window to fund other non-
infrastructure commercial projects.
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Therefore, apart from special and di�erential 
treatment provisions in favour of developing 
and least developed coun-tries, which are 
normally incorporated in any trade liberalization 
scheme, a broad and comprehensive regional 
economic integration scheme for Asia and 
the Paci�c should include other measures 
to assist lower-income countries, as well as 
lagging regions in all countries. Regional 
development funds similar to the examples 
mentioned above could be set up with 
contributions from member countries based 
on an agreed pro-portion of their GDP. With 
a combined GDP of about $20 trillion, even a 
0.1 per cent share would yield a sum of $20 
billion per annum. Such an amount could be 
used to create three funds: the Asia-Paci�c 
Regional Development Fund, the Asia-Paci�c 
Regional Integration Fund and the Asia-
Paci�c Technology Development Fund. The 
proportion of the total to allocate to which 
of the three funds could be 65, 20 and 15 per 
cent.

The Asia-Paci�c Regional Development Fund 
could be earmarked for uplifting lower-

FIGURE TITLE

V.6. Social exclusion in 1990 and foreign direct investment over 2003-2010

Source: ESCAP based on data from the United Nations Statistics Division, Millennium Development Goals Indicators database.

Notes: The Millennium Development Goals capabilities index is a measure of the level of country’s capabilities to provide MDG-related services 
in the areas of health and education. For details on the construction of the index see Clovis Freire, “Measuring progress towards the MDGs: a 
capability-based approach”, Working Paper (Bangkok, ESCAP forthcoming).

income countries as well as less-developed 
regions of all member countries by investing 
in physical and social (education, training and 
health care) infrastructure. The fund could 
also o�er subsidies, incentives and technical 
support to producers based in these regions 
and promote technology transfer to enhance 
their competitiveness. The fund could also 
facilitate the provision of social safety nets 
to groups adversely a�ected by regional 
trade liberalization. Among many socially 
desirable areas, invest-ments promoted by 
this fund could aim at enhancing connectivity, 
developing rural communities and agro-
based industries, increasing agricultural 
productivity, and supporting SMEs. The 
less developed regions, the main intended 
bene�ciaries of the fund, should be identi�ed 
on the basis of a measurable criterion, such 
as having a GDP per capita below certain 
threshold of the average GDP per capita 
for all the economies participating in the 
regional integration scheme. In addition, it is 
important that speci�c projects supported by 
the fund be co-�nanced by local or national 
governments in order to give them a �nancial 
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stake in the outcome of the projects, creating 
incentives for their e�ective implementation.

The Asia-Paci�c Regional Integration Fund 
could provide �nancing to enhance con-
nectivity between lower-income countries  
and the main markets in the region by linking 
highways, railways, and ports.  This fund 
could also provide �nancing in areas related 
to  ICT, broadband, the use of satellites, trade 
facilitation, electronic data interchange and 
radio frequency identi�cation (EDI/RFID), 
harmonization of customs and conformity 
procedures. Financing from the fund should 
normally stimulate private investments in the 
bene�ciary countries. Thus funding from the 
fund should be limited to a maximum of 30 
per cent of the total project cost.

The Asia-Paci�c Technology Development 
Fund could provide assistance to joint research 
and development programmes of Asia-Paci�c 
enterprises based in a least two countries, one 
of which should be a developing country. The 
fund would be administered by APTECH, as 
proposed above. An important objective of 
this fund could be to assist enterprises based 
in relatively lower-income countries of the 
region in accessing modern technologies 
and developing productive capacities. The 
assistance from the fund could be limited to 
50 per cent of the total project cost.

With these steps accompanying the pro-
grammes of regional economic integration, 
regionalism in Asia and the Paci�c would 
hopefully become a model of an inclusive, 
balanced, equitable and participatory deve-
lopment process for other regions to emulate.
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