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East Asian Investment Cooperation towards Sustainable Development

East Asia economic cooperation has been formed and meant to promote international trade and investment on the region. As a result, this paper leaves out fundamental conditions or measures generally-known for attracting investment but rather investigates feasible and solid actions which could promote investment cooperation among diverse East Asian states.  Therefore, this paper looks into some less-explored dimensions but much relevant to furthering investment cooperation.
I

International investment cooperation involves promoting and facilitating investment flow, apart from a fundamental characteristic of liberalization.  To put it in another way, investment cooperation in East Asia means concerted efforts to boost investment in terms of both FDI inflow and intra-regional flow.  It is crucial that every party, at first, has to agree a common ground of what can deliver investment benefit is cooperation not competition or rivalry.  Another essential aspect of investment cooperation is that poverty alleviation, on top of other issues, must be seriously addressed.  No longer can investment generate just economic and/or GDP growths, higher trade volumes but at least higher per capita income, lower unemployment, or furthermore a better standard of living, and social welfare.  With these concerns, it is easier to find a more concrete way to further investment cooperation.  Traditionally, investors (mostly MNCs) are often the main or sole beneficiaries.  New thinking turns the main focus off exporting processing zones (greater financial rewards for investors), towards responsibilities of investors.
An unaccustomed idea behind this is that more investment is supposed to bring about not only more added values (in figures) but positive effects. The fruition must be equitably shared and sustainable.  The social dimension as an intrinsic feature of development is never alien to East Asia or, to be specific, some East Asian countries.  The East Asian states are renowned for attaining policy success in high employment and little inequality because they never ignore a key concern of economic development – social stability.  In fact, they quite understood the social and political stability are indispensable to success in economic development. As a result, social and political stability needs high employment and slight inequality.
  

So far it is evidently that market mechanisms and activities are unable to provide sufficient or good-quality basic human needs for a vast number of people.  Adequate food, clean drinking water, sanitation, and waste management are seen as secondary features to capital inflow or productivity. Many economists often take economic growth for granted that it brings about a better social condition for grass roots people automatically, without good management. Although discourse on the definition of “development” and “sustainable development” is still continuing, they certainly involve lasting good, social and environmental dimensions. In a few words, sustainable development is simply “a better quality of life for everyone, now and for generations to come.”
 
II
According to different stages of economic development among East Asian states, intraregional investment is very much about South-South cooperation in international investment.  It is impossible to overlook the less developed countries for building up “regionness”.  It is extremely necessary to integrate them more efficiently and effectively.  A way to do so is make them and their people gain substantial benefit, including socio-cultural benefits, from economic cooperation and economic growth.  In other words, there must be beneficial integration in the region in order to make those people able to appreciate development as a result of economic liberalization and modernization. Uneven development in the region can no longer be taken for granted if East Asia truly means to be a “region” and a region of peace and prosperity.

East Asia with diversity may follow UNCTAD’s suggestion of signing an agreement which contains provision on special and differential treatment.  A common position on this aspect is based on the very fact of uneven development among East Asian states.  The states with less advantage deserve “more flexibility (e.g. through longer implementation time frames or lower requirements) or allowing additional exceptions (e.g. for balance-of-payment difficulties).”
   Other measures recommended for international investment agreements are such as joint ventures, private investment, double taxation agreement, facilitating capital inflow for the LDCs.   
III
Apart from those macro-level technical measures, East Asian states may carry out their investment cooperation through three following courses. 

1. Transborder cooperation and/or subregional cooperation

A sub-regional cooperation may borrow the very constructive and valuable concept of  “Eco-Region” from a European sub-regional programme – Euroregion Baltic.  “Eco” at this point means ‘both “Economy” and “Ecology” and where the Social Dimension is understand to be strongly integrated.’

Concerning internationalization of non-central government, it is widely accepted that sub-regional transaction is perfectly in line with sustainable development goals.
 So non-federal states or any state without much decentralization or devolution need to be irrationally fearful. What the national level can do to support investment cooperation of this kind are to give assistance (support or relief) to develop local financial and economic infrastructure, laws, regulations on fair, equitable treatment, expropriation and transfer of funds, double taxation agreements, and to neutralize scarce resource of local administration.
Neverthless, initiatives from the bottom at the subregional level and multi-stakeholder initiatives are key features. The bottom-up direction should be strongly encouraged so ordinary people get mutual benefit. The first thing to take into consideration is potential of subregional cooperation which must be truly based on geographical, historical, ethnic inherence. Subsequently, solid cooperation could be created and lead to economic possibilities of interdependence. On the whole, transborder/subregional transaction must be on the foundation of sustainable cooperation (more than temporary or occasional programme).  Though, asymmetrical reciprocity is inevitable in practice.
2. Civil society
It is noticeable that prior regional cooperation projects have failed because they are political elite- and bureaucrat-led whereas people lack close consultation, or public participation is lacking. Local associations - clubs, trade unions, community groups, NGOs – have to be allowed to form in the beginning. 
A worry about tensions with the business sector as a result of the involvement of the social and environmental dimensions is somehow overstated though often.  Modern and large firms nowadays realize the significance.  They see long-term or sustainable prosperity in the engagement.  International Confederation of Free Trade Union (ICFTU) acknowledges global economy is about the links between trade, development, social issues, and the environment - “a search for a more responsive and responsible global economy”.
  Developing countries should not be overanxious that the policies would scare investors away. On the contrary, the civil sector is naturally able to play a crucial role in guaranteeing transparency which is all decent investors see as a key positive factor.  Moreover, transparency to this effect is a foundation of stability and efficiency.
Civil society is crucially necessary in promoting investment since a social dimension is centrally relevant to prevention a widening gap between rich and poor both within a country and between countries.  An active civil society could naturally play a central role in promoting cross-border transaction, intercultural dialogue, community development, local democratization, and capacity building.

Social and environment goals should not be secondary or supplement concerns for the sake of increment in investment in terms of volumes or values in account.  But they must be an integrated matter of investment.  In principle, a community is like a three-legged chair.  The civil sector is a pillar (socio-cultural) out of three, the others are political and economic.
This approach of cooperation requires a synergy between the tri-parties - the government, business, and civil sectors while academia can work as a coordinator/mediator like the European Commission with regard to Euroregion.  The Commission acts as a major coordinator in building up new regional networks, mobilizing regional interests as well as interstate and intercultural dialogue.
 The government sector can play a very important role by providing at first political commitment, an adequate legal framework.  The civil sector can prevent some groups made worse off.
3. specific-promoted areas of investment
To undertake investment cooperation in relation to sustainable development, it is necessary to promote some areas of investment specifically in order to get a clearer picture for cooperation, and to ensure that every stakeholder is included. Sustainable development encourages investors involving manufacturing to use energy conservation and environment-friendly technology.  In addition, cross-sectoral investment should be encouraged.  
There are up three features of investment cooperation to this effect:
· investment in public utilities, viz. healthcare, housing, sewer system , sewer treatment), and  local transport (i.e. better surfaced roads); 
· investment concerning long-term employment, viz. enterprise development (SMEs), training (more-skilled and more productive labor);
· investment relating to R&D, viz. agriculture, alternative fuels, and energy saving.
The last feature of investment in particular may be in doubt. On the one hand, R&D may not seem to fitting in developing countries.  On the other hand, some subregions could be a fitting “area” for conducting research and setting up a training institution according to local geography or/and environment so that the use of resources and labor is more efficient and productive.

All in all, the new strategy of the three main features around the development dimension is to integrate the principles of sustainable development into policy-making by all stakeholders. A newly-established coordination organization (with funds) acting as a counselor body could play an active role by providing a legal framework model, pragmatic measures, and technical advice for investment fields. With respect to non-federal states, one may doubt feasibilities since their local regions seem to require more interdependent power.  Both federal and non-federal states have faces similar problems of effectiveness if the civil sector is allowed to get fully involved.
IV
There are some current impediments to investment that East Asian states have to make a concerted effort to tackle them in order to pave a way to ever closer economic cooperation.  
· Low social transactions
actions: intercultural dialogue and activities, available public transportation
· Trade barriers
actions:  less to little barriers along borders – tariff, non-tariff, or technical
· Underdeveloped transport system
actions: better transportation
· Border-crossing infrastructure
actions:  convenient and available public transportation, IT system, streamlined processes
· Institutional problems
actions:  modern public administration,  good governance (visible and transparent)
When looking into these remedies together with the strategy of three aspects, if all these obstacles are tackled along the action guideline, border subregions can also encourage investment in the production of exportable goods, movement of persons with less logistic cost to transport the goods to more distant or faraway ports.  At the same time, local administration becomes more efficient with appropriate economic management to set up and carry on a healthier socio-cultural development scheme. Those subregions may begin to expedite implementation by a pilot transborder cooperation programme. 
V.

Time has changed.  No longer is economic development conducive to only measurable values but genuine poverty reduction. Economic liberalization is not an end but a means to productivity, efficient gains, development, better social environment, all on the basis of sustainability.  

Fruition of investment cooperation towards sustainable development is not about just “growth” (rates) but also poverty reduction, low unemployment, low indebtedness, local increment of income per capita, and even no cultural environmental degradation. In essence, investment for sustainable development is to be conducted towards improved livelihood and a higher standard of living for both the present generations and future generations.

To all intents and purposes, East Asian cooperation needs to accept two perspectives, and take them into consideration seriously.  The first one is that economic development on the basis of sustainability is not impractical.  The other is every stakeholder must look beyond measured GDP, growth rates, or account values – the fixation of economists, traditionally.  The reason is not to refute them but to make all these conventional economic dimensions and the new one rather go hand-in-hand.  In consequence, East Asia can definitely carry out the three-pronged strategy of East Asian investment cooperation towards sustainable development.  It is surely a long way to go so that we had better start soon than later.  Our great success is waiting.
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