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Messages of ECO Secretary General
Dear Readers

Although, I have recently assumed my new responsibility, as Secretary General of ECO, nevertheless my involvement with the region remained throughout my professional career. Over this period, I have developed deep understanding of the region and fully convinced that the bright future lies ahead.

ECO, in the past 11 years has evolved basic institutional structure to promote regional economic cooperation, cultural understanding and friendship among its members thus my focus in future would be to make ECO a project oriented organization. During my tenure of office, I will under take all efforts to develop basic infrastructure by establishing missing links to have fully integrated regional transport & communication network in order to facilitate movement of people and goods. Early establishment of vital ECO organs including ECO Trade and Development Bank and ECO Reinsurance Company and implementation of already signed agreements will also be my priorities. 

I believe that ECO would be able to deliver on its stated objectives. What we need commitment, sincerity and the relentless efforts in realization of our common goals. 

I have a firm faith in our collective wisdom and as an optimistic, I feel, together we will move ahead for the development of the region and welfare of its people.

Askhat Orazbay 
ECO Secretary General

ECO Focus
The First Meeting of the ECO Ministers for Finance/Economy
The First meeting of the ECO Ministers for Finance/Economy was held on January 30, 2004 in Islamabad, the Islamic Republic of Pakistan. The meeting was preceded by the Senior Officials’ Meeting, chaired by Dr. Waqar Masood Khan, Secretary, Economic Affairs Division, Government of Pakistan. The Ministerial meeting was attended by the delegations of Transitional Islamic State of Afghanistan, Republic of Azerbaijan, Islamic Republic of Iran, Republic of Kazakhstan, Kyrgyz Republic, Islamic Republic of Pakistan, Republic of Tajikistan, Republic of Turkey, Turkmenistan and the Republic of Uzbekistan. The Secretary General of ECO and other ECO officials of the Secretariat also attended the meeting.

The Meeting was inaugurated by H.E. Mr. Shaukat Aziz, the Honourable Minister for Finance & Economic Affairs of the Islamic Republic of Pakistan. In his statement, the Honourable Minister referred to the overall economic situation in the ECO region and highlighted the importance of promoting cooperation in finance/economy with a view to sustaining economic growth and development in the ECO region. 

The Secretary General of ECO, H.E. Mr. Askhat Orazbay also made a statement. In his statement he emphasized on the role of ECO Ministerial meeting on finance/economy towards achieving  the  objectives  and  goals  of  ECO  as  envisaged  in  the  ECO Treaty of Izmir (1996). He further recommended to the member states to give priority to the establishment of the ECO Trade & Development Bank, organizing meetings of heads of central banks of ECO member states and to establish the High-Level Experts Group (HLEG) to study and suggest ways and means of cooperation in the fields of finance/economy.

Other Ministers and the Heads of delegation also made their statements, outlining their views on regional cooperation in the area of finance/economy and proposed measures on the promotion of cooperation in this field. 

The meeting, in continuation with its agenda, discussed and deliberated on:

· Pooling and learning from experience of ECO member countries in:
a. Promoting macro-economic stability and growth.

b. Implementing structural reforms in different sectors of economy.

c. Dealing with multilateral financial institutions.

d. Accessing International capital markets for sovereign financing.

e. Management of national foreign exchange reserves in a dynamic international financial market.
· Cooperation among the member states on establishment of ECO Trade & Development Bank and ECO Reinsurance Company.

· Evolving a Framework for Cooperation among the central banks of member countries with focus on:
a.
Developing a framework for sharing information on banking practices;

b.
Promoting establishment of member countries’ banks;

c.
Cooperation in the field of security, printing of bank notes and other security documents;

d.
Technical cooperation in the field of banking and finance.
· Evolving a framework for promotion of investment and trade in member countries with focus on:

a. Developing a framework for sharing of information on investment and trade opportunities in member countries.

b. Evolving a framework for protecting investment by member countries’ investors and developing uniform investment policies.

· Evolving a framework for cooperation among the supreme audit institutions of member countries with focus on:

a.
Adopting measures to promote more effective cooperation among supreme audit institutions;

b.
Developing a framework to share experiences of member countries.

· Evolving a framework for cooperation among the tax authorities of member countries with focus on:

a.
Entering into avoidance of double taxation treaties among the member countries.

b.
Developing a framework for sharing information on tax practices among the member countries.

· Evolving a framework for cooperation among the Securities and Exchange Commissions with focus on:

a.
Adopting international best practices in corporate law practices.

b.
Developing a framework for sharing information on stock exchanges of member countries.
c.
Facilitating and promoting investment in stock markets of member countries.

The meeting also adopted the Islamabad Communiqué through which they agreed to establish and operationalize the ECO Trade & Development Bank as early as possible, and recommended that the meetings of the Heads of central banks of the member states should be held on regular basis. The meeting also agreed through the Declaration to establish a High-Level Experts Group (HLEG) comprising the senior officials of the Ministries of finance/economy and regulatory agencies of the member countries to study and suggest a framework for cooperation in various areas of finance/economy and urged the member states to hold the meeting of financial experts from the member states to finalize the financial modality for the establishment of ECO Special Fund for the reconstruction of Afghanistan as envisaged in the Plan of Action on ECO’s Participation in the Reconstruction of Afghanistan.

The First ECO Ministerial Meeting on Industry

The First ECO Ministerial Meeting on Industry was held in Tehran, Islamic Republic of Iran on 27 January 2004 preceded by Senior Officials’ Meeting on 25-26 January 2004. The Ministerial Meeting was attended by the Ministers/delegations from all the ECO member countries, ECO Secretariat and international organizations i.e. FAO and UNIDO. The Meeting was inaugurated by H.E. Seyed Mohammad Khatami, President of the Islamic Republic of Iran and was chaired by H.E. Mr. E. Jahangiri, Minister of Industry and Mines of the Islamic Republic of Iran.

 In his inaugural statement, H.E. President Khatami underlined that the Economic Cooperation Organization can undertake its heavy responsibilities by putting into use of extensive capacities, including its far and wide natural resources and its various other capacities. The President Khatami expressed his hope that with a review of the general orientation of its work, ECO will be able to play a much greater role in the process of the development of the Member States in the future. 
H.E. Mr. Jahanghiri, the Minister of Industry and Mines of the Islamic Republic of Iran, in his statement, emphasized that in order to have a very efficient role in global economy, ECO member states should adopt common policies in various areas such as liberalization, privatization, foreign investment and in establishment of required monetary and financial agencies. 

H.E. Mr. Askhat Orazbay, Secretary General of ECO, in his statement, highlighted the importance of human resources and training of workforce so as to contribute to their competitiveness in hi-tech industries. He underlined that the private sector was gaining more and more importance in economic activities throughout the world and the governments were mainly trying to facilitate private sector activities and cooperation among private sector, thus regional cooperation modalities should be formulated accordingly. 

During the Meeting, Ministers of Industry and heads of delegation of member states also made statements, and exchanged views on industrial development strategies and enhancement of cooperation in the field and adopted the Plan of Action for Industrial Cooperation in the ECO Region.  

The objective of this plan of action is to contribute economic and social development of the region through greater integration into the world economy, establishment of an investment friendly environment in the region, enforcement of industrial standards, development of human resources and entrepreneurial skills and capacity building in the member countries and preparing long term regional strategy for ECO industrial cooperation. 

Tehran Declaration for Industrial Cooperation in the ECO Region was also adopted by the Ministerial Meeting.

The Meeting made some decisions regarding (i) improvement of investment climate in the region, (ii) cooperation on industrial restructuring efforts (privatization, industrial policies, private sector development etc), (iii) promotion of trade and freer flow of industrial goods and services, (iv) exchange of information, experiences, training, research and consultation, (v) development of SMEs, (vi) technology transfer and management, (vii) infrastructure, (viii) intellectual property rights related to industry, (ix) environment, and (x) preparation of the ECO Regional Strategy on Industry. 

The member states agreed on cooperation for transfer of technology, joint investment and production in various sub-sectors such as automotive and automotive parts industry; agricultural machinery and tools; transportation industry; chemicals and petrochemicals industry; metal works and machine manufacturing industry; telecommunications & information technology; pharmaceutical and life sciences industry; mining and metallurgical industry; textile, leather and clothing; energy industry, equipment and machinery; agricultural and food processing industry; electrical and electronic home appliances; furniture; and construction materials.

The Meeting also identified the following areas as priorities for cooperation along with respective coordinator countries:

· Improvement of Investment Climate and Promotion of intra regional Investments (Islamic Republic of Iran)

· Private Sector Development and Privatization (Republic of Turkey)

· Development of Small and Medium Sized Enterprises (Republic of Turkey and Islamic Republic of Iran)

· Technology Transfer and Management (Islamic Republic of Iran and Islamic Republic of Pakistan) 

· Intellectual property rights related to industry (patents, trade marks, traditional knowledge, industrial designs and geographical signs etc) (Republic of Turkey and Kyrgyz Republic)

· Human Resource Development and Technical Cooperation (Islamic Republic of Pakistan)

· Standardization, Conformity Assessment and Accreditation (Islamic Republic of Iran and the Republic of Turkey)

The Ministers also decided to establish a High Level Expert Group (HLEG) on Privatization and Industrial Development. The HLEG will assist member countries in reforming public enterprises, privatization through exchanging country experiences, private sector development and cross-country investments in the process of privatization and through private sector. 

It was also decided to establish Experts Group for identifying industrial potentials and needs of the member countries. The Expert Group will prepare ECO Regional Strategy on Industrial Cooperation. The Republic of Turkey will host its first meeting in September 2004. 

The Ministers also worked out a mechanism for implementation of the Plan of Action. For that purpose, a High Level Experts Group (HLEG) on Industry will be established to follow-up implementation of this plan of action. The HLEG will report to the annual meetings of the ECO Ministers of Industry.

ECO Secretariat believes that this Ministerial Meeting will be the turning point in the ECO history of industrial cooperation ensuring political commitment and direction to the emerging industrial base in all member states, harnessing their synergies and economies of scale. 

 The Ministers decided to convene annually. The Second and Third ECO Ministerial Meeting on Industry will be held in Republic of Turkey in 2005 and in Islamic Republic Pakistan in 2006 respectively. 
Future prospects of ECO Cooperation in the field of Industry
(A comment by the Turkish Minister of Industry)
We must admit the fact that the world is going through a fast-paced integration process. ECO member countries shall seriously consider these major developments especially taking place in Industry by transforming their policies to meet the challenges posed by international market. In order to capitalize on these emerging trends, ECO Region must develop its technical capabilities by establishing research centers in industrial technology. 

There will be great international competition in future and the success thus would be based on three major elements such as technological level of development, strength of economy and level of regional interactions. 

The development of economic capabilities of a country depends on its economic endeavors based on the strength of its natural endowment. While considering the development trend of other successful regional arrangements such as European Union, NAFTA and ASEAN, we may conclude that globalization trend would ultimately force the ECO member states to take significant steps in the similar direction, as ECO regions has basic ingredients and the required potential to succeed. Therefore, organization must give strategic review to its policies and adopt a forward-looking approach to meet the challenges posed by the globalization.
I strongly believe that 1st ECO Ministerial meeting of Industries being held in Tehran would be a turning point in this direction. ECO members together will continue their common endeavors during the 2nd Ministerial meeting on Industry, which would be held in Istanbul in 2005.

I hope that ECO Secretariat would exploit its expertise in the respective fields for successfully implement the plan of action on the field of Industry.  Turkey being founding members of ECO would make use of its industrial capabilities to help other ECO members to be an effective player in the international market.  

ECO Activities

ECO receives new Secretary General

Ambassador Askhat Orazbay took over as the new Secretary General of the Economic Cooperation Organization (ECO) on January 07, 2004. A prominent diplomat from the Kazakhstan has been selected to lead the Organization representing 10 member states and 360 million people.

Prior to the assumption of this sensitive responsibility, Ambassador Orazbay represented the Republic of Kazakhstan as a senior diplomat position besides serving in the United Nation and as an academician and editor. He has deep understanding and experience of working in the Region and is also well versed with English, Persian, Turkish and Russian languages.

Ambassador Orazbay enjoys high reputation as professional diplomat and as an academician. He has a wide and useful diplomatic experience, which has prepared him well to deal with issues of regional cooperation.

He believes that while the Organization should continue to expand its activities by addressing all crucial issues of development, ECO must remain focused on development of its core priority areas namely Trade & Investment, Transport & Communication, Energy and Industry. 
Ambassador Orazbay is confident that ECO would continue to pursue, with vigor, the strengthening of the emerging institutional and legal ECO framework to overcome the receding impediments. Only through this approach, ECO would be able to move ahead in realizing closer economic integration and implementation of important ECO documents such as ECOTA (2003) and Transit Transport Framework Agreement (1998) as well as many useful Plans of Actions in the field of Trade, Transport, Agriculture, Industry, Finance/Economy, Energy and Environment. In his opinion, the universally acceptable protocols, agreements and conventions coupled with best practices and models are available as a guide to the relevant authorities in the member states to discard the obsolete procedures for more efficient and pragmatic solutions. He further thinks that the member states have to be more vigilant at operational level to ensure the trickle down effect to the public of all the ECO policies.

Ambassador Orazbay remains appreciative of the services of his illustrious predecessors. He is pleased to receive the assurances of support and blessing from the member states and the international community. He values the growing relations between ECO and international as well as regional organizations. During his tenure as Secretary General, he has the intention to further expand these invaluable bonds to educate the international community on ECO and its utility for the region, in particular.

ECO Secretary General meets with the President of 
I.R.Iran

H. E. Mr. Askhat Orazbay, ECO Secretary General, called on the President of the Islamic Republic of Iran, H. E. Seyed Mohammad Khatami.

During the meeting, ECO Secretary General thanked the Iranian President for supporting his candidacy as the nominee of the Republic of Kazakhstan for the post of ECO Secretary General. He added that being Secretary General of ECO is an honor and at the same time a big responsibility. Mr. Orazbay also briefed the Iranian President on his future three-year plan due to be implemented under his leadership. He stated that his first priority would be activation and implementation of the agreements already signed by the member states. Mr. Orazbay emphasized that he could only succeed in him mission, if all member states would extend their support and cooperation.

ECO Secretary General referred to the upcoming ECO Summit meeting due to be held in Dushanbe, Tajikistan, on 14 September 2004, and while cordially inviting the President Khatami to attend the meeting, he hoped that ECO Summit in Dushanbe would provide an opportunity to review the aims and priorities of the Organization, keeping in view present global trend.

President Khatami appreciated the kind words of Mr. Orazbay and welcomed him as new Secretary General of ECO. He hoped that with the support of all the Member States and the efforts of ECO Secretary General the Organization would emerge as an effective regional organization. President Khatami assured full support of the Islamic Republic of Iran in his future endeavours. President also extended his cooperation for future plans and activities of ECO. 

ECO Secretary General meets the President of I. R. of Pakistan

H.E. Mr. Askhat Orazbay, the Secretary General of ECO and the Finance Ministers of the ECO Member States were received by H.E. General Pervez Musharraf, the President of the Islamic Republic of Pakistan. It was first visit of H.E. Mr. Askhat Orazbay, to Pakistan after assuming his new responsibility in January 2004. Besides, the Secretary General of ECO, distinguished delegation included Afghan Finance Minister H.E. Dr Ashraf Ghani Ahmadzai, Afghan Minister for Reconstruction H.E. Dr Mir M Amin Farhang, Iranian Minister for Economic Affairs and Finance H.E. Mr. Tahmasb Mazaheri, First Deputy Finance Minister of Kyrgyzstan, H.E. Mr. Toromyrzaeve Emirian, Pakistan Finance Minister H.E. Mr. Shaukat Aziz, Minister for Finance of Tajikistan H.E. Mr. Safarall Najmiddinov, Turkish Minister for Finance H.E. Mr. Kemal Unakitan and Chief State Debt & Credit Kazakhstan H.E. Mr. Rustembek Ibraimov.
During the meeting, President stressed the need for greater regional economic cooperation, which is vital for progress and prosperity of all ECO members. He further mentioned that Pakistan attached a high priority to enhance regional cooperation, which would be mutually beneficial for all ECO members. He highlighted that by integration of economic and financial system can serve as a catalyst for the socio-economic uplift of the 360 million people of the region.

The president also stressed the need for development of road, rail and other infrastructure projects, including oil and gas pipelines and power transmission lines among ECO countries. This, he said would facilitate trade and commerce, while the people could benefit from the natural resources of the countries. He said the completion of the Gwadar Port was an important step as it can serve the seven land lock members of ECO towards achieving the goal of greater economic cooperation. 

ECO Secretary General meets the Prime Minister of I. R of Pakistan

H.E. Mir Zafarullah Khan Jamali, the Prime Minister of the Islamic Republic of Pakistan, while talking to a seven-member delegation of Finance Ministers representing ECO countries led by its Secretary General H.E Mr. Askhat Orazbay in Islamabad on the occasion of the 1st ECO Ministerial meeting on Finance & Economy which was held in Islamabad on January 30, 2004. Prime Minister while welcoming the participating delegation said that Pakistan strongly supports the idea of regional blocks in this era of globalization. He further emphasized the need to strengthen cooperation and early implementation of decisions taken by the ECO decision-making organs.

During the meeting, there was general understanding on the need for enhancing present level of cooperation in the key areas of cooperation including finance/economy for achieving desired goals and objectives of the Organization and for the sustainable development of the region.

The ECO Secretary General assured the Prime Minister that he would undertake all possible measures for the implementation of decisions and enhancement of efficiency and effectiveness of the Organization. 

ECO Secretary General Calls the Iranian Foreign Minister

H. E. Mr. Askhat Orazbay, ECO Secretary General, paid a curtsey call on H.E Dr. Kamal Kharazi, Minister of Foreign Affairs of the Islamic Republic of Iran, after assuming the charge of the post of ECO Secretary General.

Mr. Orazbay informed Dr. Kharazi about his future plans for regional development. He greatly appreciated role of Iran as a host country of ECO Secretariat. ECO Secretary General also briefed Dr. Kharazi about the ongoing activities in six priority areas of the Organization.

Dr. Kharazi, congratulated Secretary General on the assumption of his new responsibilities and reiterated I.R of Iran support for the Organization. He wished new Secretary General success in his endeavors. He affirmed that his country attaches great importance to the organization and it enjoys central position in the foreign policy of I.R. Iran. He hoped that in future organization would succeed in promoting regional cooperation and lead to economic stability. He further stated that all ECO members should take advantage of available opportunities to gain the level of development they deserve. 

President of the Kyrgyz Republic met with the ECO Deputy Secretaries General 

Dr. Sohrab Shahabi and Mr. Orhan Isik, Deputy Secretaries General, Economic Cooperation Organization (ECO) paid a courtesy call on the President of the Kyrgyz Republic H.E Mr. Askar Akaev, on December 21, during his official visit to the Islamic Republic of Iran. H.E. Mr. K. Djumaliev, Vice Prime Minister, H.E. Mr. A. Aitmatov, Minister for Foreign Affairs, H.E. Mr. M. Sadyrkulov, and Ambassador of the Kyrgyz Republic to IR of Iran were also present during the meeting.

H.E. Mr. A. Akayev mentioned that Kyrgyz Republic attaches great importance to the expansion of mutually beneficial economic cooperation among the ECO members. In this context, he stressed the need to exercise all possible mechanisms and asked ECO Secretariat to play its due role. The Kyrgyz President further stated that level of cooperation depends on the political will of the Heads of the ECO member states, he assured his fullest cooperation for the forthcoming 8th ECO Summit to be held in Dushanbe-Tajikistan. H.E. Mr. A. Akayev also mentioned that in the next ECO Summit he would invite attention of the Heads of State of ECO members to play their role for further strengthening of mutual collaboration under the umbrella of ECO. 

Kyrgyz President also stated that the issues relating to regional cooperation also came under discussion during his bilateral meeting with his Iranian counterpart President H.E. Seyed Mohammad Khatami, who in turn also emphasized the importance role Iran is playing in all ECO activities. In this regard, signing of the bilateral trade preferential agreement by Iran and Kyrgyz Republic showed a good sign of cooperation between the two ECO members.

Dr. Sohrab Shahabi and Mr. Orhan Isik, Deputy Secretaries General thanked the Kyrgyz President for providing them this opportunity which reflects the importance, he attaches to the ECO. Dr. Shahabi informed the Kyrgyz President on the outcome of the 14th RPC meeting recently held in Istanbul and on developments in execution of the project on interconnection of the ECO countries’ Power Grids. Mr. Isik, in turn briefed about the new development for promotion of regional trade, inter alia, informed about the progress made with regard to the ECO Trade Agreement (ECOTA) and ECO trans-border trade project.

Stressing the importance of the development of Transport Sector linkages for the promotion of regional trade, Kyrgyz President informed that his government attaches high priority to reconstruction of the motorways from Bishkek-Almaty and Kyrgyzstan-China with the financial assistance of the Asian Development Bank. Kyrgyz President also mentioned that the Kyrgyz Republic was one of the initiators of the project on interconnection of the ECO regional Power Grids.

In conclusion, the Kyrgyz President wished the ECO Secretariat every success in its endeavours for realization of its objectives.

Advisor to the Foreign Minister of I. R. Iran calls on the ECO Secretary General 

Dr. Abdolrahim Gavahi, Advisor to the Foreign Minister of I.R.Iran calls on the H.E. Mr. Askhat Orazbay, Secretary General of ECO on February 21, 2004. Dr. Abdolrahim Gavahi who has also served as the Secretary General of ECO from August 2000 - July 2002 discusses different activities related to the organization. Dr. Abdolrahim Gavahi shared his experience as head of ECO and both side discussed ways and means to make ECO a success.

The 14th meeting of the Regional Planning Council (RPC)

The 14th meeting of the Regional Planning Council (RPC), recently held in the historical city of Istanbul, agreed to organize seven Ministerial meetings in 2004 in order to further deepen regional cooperation among 10 member states of ECO. The Ministerial meetings will deal with areas such as Transport, Energy, Industry, Commerce/Foreign Trade, Environment, Information Communication Technology as well as Finance and Economies.

The Regional Planning Council is the highest institution of the Economic Cooperation Organization which has the responsibility to plan the year round activities of ECO and in view of its significance role, the member states has always paid due attention to its deliberations. Besides the seven Ministerial meetings, the Council has come up with a very extensive and useful Plan of Action involving sectoral activities, programmes and participation of the Organization in international events of relevance to regional cooperation and promotion of international understanding. The member states participated in the meeting enthusiastically and introduced very useful and productive proposals.

The Council focused on intra-regional trade expansion, efficient and early development of transit transport and trade systems, realization of Plan of Action for Environment and overcoming food insecurity in the region. Also, it highlighted the positive and substantive contributions by ECO to promote understanding of the region by international community and their involvement in the reconstruction work in Afghanistan.

The member states expressed their satisfaction over the growing cooperative ties of ECO with other similar agencies and UN bodies. In particular, the member states expressed their happiness over ECO’s efforts to fight drug menace in collaboration with international community and poverty through enhanced cooperation among its member states.

The Council hoped that the priorities of ECO would find proper and suitable place in the national development strategies of each national government, building the necessary blocs so as to ensure regional prosperity and development. The Council urged the member states to ensure early realization of the agreed decisions to promote effectively intra-regional travel and participation of the private sectors in member states in the work and priorities of ECO.

1st HLEG on the implementation of ECO Trade Agreement

A Fast Track Approach was adopted by the member states in order to reduce highest tariff slab from 15% to 10% within 5 next years time instead of 8 years for ensuring early implementation of ECO Trade Agreement (ECOTA). It is proposed to amend the relevant Articles of the Agreement to match with fast track approach. Non-signatory member states of the Trade Agreement also expressed their desire to adopt the “fast track approach” and agreed to bring the issue to the attention of their governments. These significant achievements came up from the deliberations of the 1st meeting of High Level Experts Group on Trade, Investment and Other Related Matters, held in Ankara on January 13-15, 2004. 

It may be recalled that as a result of protracted deliberations spanned over 12 years by a series of HLEGs, finalized a text and Trade Ministers of the member states gathered in Islamabad and inked a promising document called “ECO Trade Agreement (ECOTA)” on July 17, 2003. The Trade Ministers desired to adopt a fast track approach in that meeting to accelerate progress in the region. They also established a new HLEG on Trade, Investment and Other Related Matters and mandated the task to work on the annexures for implementation of the Agreement and finalize draft Agreement on Promotion and Protection of Investment. 

 The delegations from the Islamic State of Afghanistan, Islamic Republic of Iran, Kyrgyz Republic, Islamic Republic of Pakistan, Republic of Tajikistan, Republic of Turkey, Turkmenistan and Republic of Uzbekistan participated in the 1st HLEG meeting. The HLEG constituted two sub-groups to work simultaneously on the ECO Rules of Origin as well as draft Agreement on Promotion and Protection of Investment (APPI) on the sidelines of the main session. Sub-group comprising experts on investment matters deliberated on the draft APPI and a revised draft of the Agreement was submitted before the plenary for views and comments of the member states. The other sub-group composed of experts on Rules of Origin met separately and discussed proposed draft texts of the Rules of Origin circulated by the Islamic Republic of Iran, Pakistan and Turkey. They submitted their proposals on the Rules of Origin before the plenary session. Islamic Republic of Iran seized the opportunity to prepare the text of Rules of Procedure of the Cooperation Council for ECOTA. The revised draft text of Agreement on Promotion and Protection of Investment will be considered/finalized in its forthcoming meeting. They renewed once again their commitment to fully adhere the ECO Trade Agreement in order to reap its fruit. 

The decisions and resolution amending the ECOTA, adopted by the 1st meeting of HLEG together with a format for submission of the negative lists of products contained in the national schedule of concessions have already been sent to member states for taking necessary action on their part. The member states are expected to submit these lists within 2 months time for further consideration of the regional stakeholders. The participants seemed resolved to complete the all formalities required for the execution of ECOTA before December 2004. 

Experts are also meeting in Islamabad on March 9-10, 2004 to prepare ECO Rules of Origin for the Agreement ahead of 2nd meeting of HLEG on Trade, Investment and Other Related Matters scheduled for April 2004. The ECO Trade Agreement and the Resolution amending the ECOTA will be open for the signatures by the member states during the 2nd meeting of HLEG. 

The ECO Trade Agreement is anticipated gradual removal of tariff and non-tariff barriers and to create a region of open trade and commerce for bringing economic prosperity and betterment of the people of ECO region. The signatory member states are required to accelerate the process for ratification of the ECO Trade Agreement and its operationalization. Non-signatory member states have been urged to accede this agreement for welfare of the region. 

The ECO Secretariat has been striving to provide member states a common forum for their regular interaction and close cooperation in the field of intra-regional trade. ECO always needs continued support of the member states to materialize plans and projects to enhance trade activities for development of the region.  It is hoped that with the early implementation of ECOTA, it would bring ECO members closer to realization of their objective to enhance the level of Trade in the region.

Workshop on Drought Management
A three days workshop on Drought Management for the ECO Region was held on 21-23 December 2003 in the ECO Secretariat, Tehran, Islamic Republic of Iran. Food & Agriculture Organization of the United Nations (FAO), Ministry of Jihad-e-Agriculture of the Islamic Republic of Iran and the Economic Cooperation Organization (ECO) jointly organized the workshop. 45 representatives from 8 ECO member countries namely Islamic State of Afghanistan, Republic of Azerbaijan, Islamic Republic of Iran, Kyrgyz Republic, Islamic Republic of Pakistan, Republic of Tajikistan, Republic of Turkey and the Republic of Uzbekistan and from ECO, FAO, UNESCO and ICARDA participated in the workshop.

Recurrent severe droughts in some parts of the ECO region negatively impact the agricultural production and trade of agro-products. 1st ECO Ministerial Meeting on Agriculture held in Islamabad in 2002 identified drought management as one of the priority areas of cooperation for ECO countries and determined the Islamic Republic of Iran as coordinator country for ECO cooperation in this regard. 

In the first two days  of the Workshop, 22 papers have been presented and discussed on drought related matters. In the third day, there was a field trip to Saveh. In the workshop, a set of recommendation has been adopted and proposals for an ECO Plan of Action have been formulated. 

The Workshop, among others recommended the countries to initiate strategies and Plan of Action for drought management and preparedness planning, enact appropriate laws and legislations for drought mitigation and ensure coordination and collaboration among various governmental institutions and ensure a more intense cooperation with international organizations. 

The recommendations for Plan of Action include exchange of students/experts for training purposes, exchange of information and data on drought mitigation practices, monitoring and evaluation, providing technical support to the member countries.  Furthermore, development of a FAO Technical Cooperation Programme for the ECO region for  enhancing national capacity of countries in Drought Management including Drought Early Warning Systems and preparation of “bankable project documents”  to be addressed to donors have also been recommended.

1st ECO Eminent Person Group Meeting 

The First meeting of the Eminent Persons Group (EPG), set up in accordance  with  the  decision  taken  at  the  13th  meeting  of  the  ECO  Council of Ministers (COM),  was  held  at  the  ECO  Secretariat, Tehran, on January 13-15, 2004. The Eminent Persons, H.E. Ambassador Bagher Asadi (I.R. Iran), H.E. Mr. Turar K. Koichuev (Kyrgyzstan), H.E. Ambassador Javid Husain (Pakistan) and H.E. Ambassador (Retd) Önder Özar (Turkey) and the ECO Secretary General H.E. Mr. Askhat Orazbay participated in the meeting.

The EPG discussed both substantive and procedural issues in a number of informal meetings, which included ECO’s future vision, review of the organizational structure,  its priorities and external relations. The meeting also considered other important issues including involvement of the private sector in ECO activities, preparation and implementation of ECO regional projects. Role of ECO Specialized Agencies/Regional Institutions was also reviewed with the objective of making these institutions more effective. The EPG will continue its deliberation and the next meeting is planned to be held in March 2004.
ECO International Cooperation

ECO Secretary General calls on IDB President
H.E. Mr. Askhat Orazbay Secretary General of ECO, called on H.E. Dr. Ahmad Mohamad Ali, President of the Islamic Development Bank (IDB). The meeting was held on the sideline of the 7th Consultative meeting for Economic and Trade Cooperation among the OIC affiliated Organs in Jeddah, Kingdom of Saudi Arabia, on the 1st March 2004. 

During the meeting Mr. Orazbay, appreciated the financial and technical assistances, which IDB has been extending for ECO projects. Mr. Orazbay while thanking the President for his support stressed the need for further strengthening of mutually beneficial cooperation. IDB President appreciated the good will of ECO Secretary General and assured him of IDB’s support and assistance for future activities of ECO. He hoped that this cooperation would lead to further strengthening of the relations between two organizations.

Mr. Orazbay, expressed his keen desire to promote Trade Cooperation amongst the ECO members, which are also members of the IDB. It was decided to continue mutual consultation in future as well on in areas of common interest.

Upcoming Events
Trade and Investment
3rd meeting of ECO Council of Heads of Customs Administrations (CHCA)

The Council of Heads of Customs Administration was established in June 1999 and its first meeting was held on September 26-28, 2001, 2nd in Tehran on September 2, 2002. The 3rd CHCA is now scheduled to be held in Islamabad on March 10, 2004 preceded by 3rd meeting of Experts Group on Establishment of Data Bank on Smuggling and Customs Offences, 6th meeting of Transit Trade Committee and 3rd sub-Committee on Transit Trade Agreement on March 8-9, 2004. The experts will discuss measures for simplified, harmonized, transparent and efficient customs procedures for the development of trade among ECO member states and various issues concerned with customs offences, fraud and smuggling.  The experts will also address the transit trade issues for the development of trade among ECO member countries. An Expert Group meeting on Rules of Origin for ECOTA is also scheduled to be held on 8-9 March 2004 prior to the 3rd meeting of CHCA. The experts will deliberate/prepare ECO Rules of Origin for ECO Trade Agreement (ECOTA).

Trilateral Interim Committee meeting on the establishment of ECO Reinsurance Company

A Memorandum of Understanding was signed between Iran, Pakistan and Turkey for the establishment of ECO Reinsurance Company on March 15, 1995. The 2nd High Level Drafting committee met in Tehran on April 25-26, 1997, finalized the Articles of Agreement to be signed in the forthcoming meeting. A Trilateral Interim Committee meeting on the establishment of ECO Reinsurance Company is planned to be held on 11-12 March 2004 in Islamabad. The objectives of the Reinsurance Company is to supplement the existing reinsurance services in the region and, promote the growth of national underwriting and retention capacities and to minimize the outflow of foreign exchange for the economic development of the region. The Finance/Economy Ministers meeting on 29-30 January 2004 in Islamabad has also stressed on the early establishment of the ECO Reinsurance Company.

Trilateral Interim Committee meeting on Establishment of ECO Trade and Development Bank
The Trilateral Interim Committee meeting on the establishment of ECO Trade and Development Bank would be held on April 6-7, 2004 in Turkey. An Agreement establishing ECO Trade and Development Bank was signed by Iran, Pakistan and Turkey on March 15, 1995 during the 3rd ECO Summit. The operationalization of the ECO Trade and Development Bank will promote financial facilities to expand intra-ECO trade and accelerate economic development of ECO member states. The said meeting will review the issues regarding preparation of Headquarters Agreement and Allocation of Headquarters Office etc. The Finance/Economy Ministers meeting has accorded high priority for early establishment of the Bank.

ECO Trade and Investment Conference

In order to promote investment in the region, the Regional Planning Council in its 11th meeting (March 2001), recommended that a Regional Trade and Investment Conference may be held and requested the Secretariat to make preparations for holding such an event. Accordingly, the Secretariat has prepared a project proposal aimed mainly at identifying investment opportunities/specific projects in the new Member States; and submitted it to UNDP for possible funding through the 2nd Phase of ECO-UNDP technical and financial assistance program. The Secretariat has partially succeeded in securing some funding from UNDP for a consultancy envisaged under the proposed project. Moreover, several International Agencies i.e. ESCAP, UNDP, UNIDO, UNCTAD and OPEC FUND have been approached to assist in implementation of the proposed project.

The 1st ECO Trade and Investment Conference was held on Kish Island (Iran) on February 17-18, 2003. It was participated by the representatives of all member states, UNCTAD, UNESCAP, UNIDO, IDB and Kish Free Zone Organization, who made presentations on specific topics. 

The 2nd Trade and Investment Conference scheduled to be held in Kabul, Afghanistan on April 19-20, 2004 to discuss the possible investment projects and finalize the revised draft Agreement on Promotion & Protection of Investment among ECO Member States (APPI).

7th General Assembly meeting of ECO-CCI

Established in 1990, Iran, Pakistan and turkey are its founding members. The membership was expanded to seven, after the joining Azerbaijan, Kyrgyzstan, Kazakhstan and Turkmenistan. The 7th General Assembly meeting of ECO-CCI is going to meet in Kabul, Afghanistan on 21 April 2004 on the sideline of Trade and Investment Conference scheduled to be held on 19-20 April 2004. It is first ever ECO activity to be held in Afghanistan after its accession to ECO in 1992. The General Assembly will decide on important issues, such as, permanent location of the Secretariat of ECO-CCI, as well as to develop new mechanism and modalities aimed at evolving effective interaction between the member chambers of ECO region.
Transport & Communication

EWG Meeting to prepare draft Action Plan for China-Middle East-Europe Corridor 

Promotion of International Freight Movement has always been important issue of discussion in all sessions of International Union of Railways (UIC) and World Executive Council (WEC). In the seminar of UIC Global Rail Corridors (Brussels/June 1998), it was decided to establish a Task Forces being responsible for conducting feasibility studies of global corridors. The Task Force was mandated to undertake measures to organize working sessions with the cooperation of UIC World Division. During these session, it was decided that Railway of I.R. Iran(RAI) would be responsible to take necessary action to form a Task Force on Europe-China corridor via Middle East and Central Asia (Corridor of Silk Railroad). The ensuing Expert Working Group meeting will consider all related issues of China-Middle East-Europe Corridor. 
The Meeting of 2nd Steering Committee 

The Meeting of 2nd Steering Committee (Coordinating Unit) to monitor and ensure the smooth running of Container Train from Istanbul to Alamty is expected to be held in the coming month. The meeting will review the progress and take follow-up actions on the important issues related to smooth running of ECO’s Container Train project.  The meeting will take necessary measures to ensure efficient utilization of the container train for developing the intra-regional trade. 
Energy

ECO to consider New and Renewable Energy

The idea of utilization of the significant potential of the renewable sources of energy in the ECO region, which are friendly to Environment as well was propounded during the ECO Training Workshop on Energy Resources Development and their Environmental Impact Assessment held in Tehran on October 7-9, 2001. Taking in the account that recommendation, the Secretariat formulated its proposal on the promotion of activities in this field, which was welcomed by the 12th Regional Planning Council as a new ECO activity in the field of Energy.

The Secretariat has also received from some member states their proposals and views regarding the possible areas of cooperation on this new ECO activity, which are to be discussed during the upcoming first ECO workshop on New and Renewable Sources of Energy to be held on 28-29 April 2004 in Ankara. It is expected, that during that workshop its participants from the ECO countries could also exchange the information on the New and Renewable Sources of Energy covering policy, development, utilization and manufacturing of the relevant equipment. 

Agriculture

Training Workshop on Project Analysis within the framework of ECO-FAO TCP Project on Food Security 

Technical Cooperation Programme (TCP) to support ECO for preparation of a Regional Programme for Food Security (RPFS) was signed by the ECO Secretary General and the FAO representative in Tehran, on April 7, 2003. Within the framework of the TCP a project analysis workshop will be organized in Uzbekistan in second half of April 2004. 

One important component of the Technical Cooperation Programme is the preparation of bankable projects for donor’s consideration. This workshop will also form a step towards the preparation of project proposals that may attract donor’s attention.

Training Course on WTO Agreement on Agriculture
The First Training Course on WTO Agreement on Agriculture will be held in May 2004 in Republic of Turkey. At present, Kyrgyz Republic, Pakistan, and Turkey are members of the WTO and some members are in the process of accession to WTO. 

Negotiations with WTO, formulation of relevant legislation and other relevant steps require a high level of institutional capacity in the member countries. Training courses in this field aim at capacity building in member countries in WTO agriculture related matters. 

ECO Special Fund for reconstruction projects in Afghanistan 

Financial Experts meeting to finalize the financial modality for establishment and subsequent operation of ECO Special Fund for reconstruction projects in Afghanistan will be held on June 1-2, 2004 at the ECO Secretariat in Tehran. The meeting will consider ongoing bilateral assistance programme of ECO member states and discuss modalities for contribution and future technical assistance in priority areas as defined by the Afghan Government. The duration and mechanism for the use of contributions and actual implementation of selected projects would also be finalized in the meeting.
ECO Articles

Macroeconomic Overview of the ECO Region

Directorate of Economic Research & Statistics
1.
Introduction
The ECO region is geographically vast and well endowed with potential economic resources in different fields/sectors, such as agriculture and arable land, energy and mining, human resources, and a vast strategic trading region. Yet, this inherent potential does not manifest itself in the form of reasonable levels of economic and social development in the ECO countries as a group. Despite many unfavourable factors, the economies of the region displayed impressive resilience since 2000. The economies of the member states were slightly affected by the global downturn in 2001 but compared to 2001, GDP growth picked up in the region in 2002. This was mainly on account of the recovery of Turkey from negative growth in 2001 and higher growth in Pakistan and the Islamic Republic of Iran. Growth in the region was achieved on the back of growing investor and consumer confidence that attracted enhanced external capital to resource-rich economies and facilitated greater macroeconomic stability, particularly exchange rate stability, as production increased and inflation declined virtually in most of the economies of the region.

Nevertheless, core development challenge within the region is to ensure productive work and a much better quality of life for almost 360 million inhabitants. On the other hand, significant achievements in economic and human welfare in ECO countries as measured by average human development indicators should be acknowledged. In hindsight, the region has displayed considerable resilience in dealing with the 1997-1998 crises and in meeting the challenges, it posed in both economic and social fields. The implied shortfall in output in the region translates into lower levels of job creation and, through reduced tax yields, new pressures on government budgets. The 2001-2002 slowdown provided another opportunity to fashion new policy responses to promote growth in 2003 and, for the region as a whole, to resume its pace of economic and social development. The immediate policy challenge, therefore, is to regain and sustain the momentum of growth in the region. A point to emphasize is that sustaining the momentum of growth is necessary not merely for its own sake but to provide Governments with the resources to address emerging social issues and problems and alleviate poverty and social distress progressively through the higher levels of employment made possible by durable growth. 

The ECO as a developing region has to manage to grow at a reasonable pace thus far through a combination of supportive domestic policies and greater international and intraregional trade. Sustaining growth in the region would depend on stimulating domestic demand. Indeed, it is now commonly agreed that the global economy is unlikely to show strong growth until well into 2003 or possibly later. In other words, the growth stimulus from a rebound in world trade and hence from net exports is likely to be moderate among the ECO countries over the next years. In particular, much will depend on the course of commodity and energy prices over the coming months. The economic rebound in late 2002, combined with domestic policies, was expected to lead to a higher pace of growth in the region. 

On the other hand, it has to be recognized, too, that reforms are an essential, continuing process that needs to be securely anchored in a realistic framework of development strategies in ECO countries. Ten years have passed since the ECO member countries of which Central Asia and Azerbaijan embarked on the transition from a command economy to the establishment of a market system. Over the past decade, two general patterns of transition have materialized. Rapid liberalization, progress in large-scale privatization and sustained macroeconomic stabilization has been coupled with progressive structural reform and institutional change. However, the transition process is not yet complete as they continue to struggle to implement macroeconomic stabilization, basic institutional, and policy reforms. The combination of regional and country programmes would help these different stages of transition and challenges to overcome by these countries of the region. On the domestic front, given the higher or rising levels of public debt in many member countries, a fundamental question is the degree to which fiscal stimulus can be maintained over the medium term without running the risk of getting caught in the debt trap, a situation where debt starts to grow faster than the means to service it. The issue of fiscal sustainability arises in most of the ECO member economies, including those where the budget deficits have historically existed for some time and where public debt, as a ratio of GDP, has risen to a high level. 

2.
Production and Growth

With a total population of about 355.9 million (5.8 percent of the world population), the combined GDP of the ECO countries amounted to US$ 491.2 billion in 2000. This made up only 1.6 percent of the world GDP. The slow recovery achieved by the ECO countries as a group in 1999 accelerated significantly in 2000 with average real GDP growth recorded at 6.1 percent compared to 0.3 percent contraction in 1999. However, due to the weakened world economic activity in late 2000 and during 2001, combined GDP of the ECO countries dropped to US$ 374.5 billion (1.2 percent of the total GDP of the world) and real output growth declined to 0.4 percent in 2001, but is expected to recover slightly in 2002 and during 2003. The ECO countries maintained the highest average per capita GDP of US$ 1,468 in 2000. However, the figure decreased slightly in 2001 to reach US$ 1,112. At the individual country level, Tajikistan was the country with the lowest per capita GDP (US$171) in 2001, while Turkey was the one with the highest (US$ 2,230) in the same year.

TABLE 1: ECO Countries GDP and per capita GDP*

	 
	1997
	1998
	1999
	2000
	2001

	GDP (billion US $)
	390.6
	421.3
	431.6
	491.2
	374.5

	As % of World
	1.3
	1.4
	1.4
	1.6
	1.2

	Per capita GDP (US $)
	1,225
	1,297
	1,305
	1,468
	1,112

	GDP growth rate (%)
	5.1
	3.4
	-0.3
	6.1
	0.4

	Developing countries
	5.8
	3.5
	3.9
	5.7
	4.0


(*) The figures do not include data for Afghanistan.
Sources:  World Development Report 2003, World Bank, ECO Secretariat database.

Throughout the period under consideration (1997-2001), the ECO countries achieved the highest average real GDP growth rate of 6.1 percent in 2000. This rate was comparably higher than the average rate of the developing countries in that year. However, the growth performance of the region, slowed down steadily in the following year in which the average real GDP growth rate fell to 0.4 percent in 2001. In general, similar trends were observed in developing countries.

Overall (except 1999 and 2001), it appears that the ECO countries performed quite similar to the developing countries even during 1998 when the Asian financial crisis reached its peak. Yet, the recovery in the year 2000 was stronger in the groups of ECO countries (except Pakistan and Uzbekistan). This means that, the ECO members were able to benefit enough from the strengthening of world economic activity in that year.

Changes in the growth pattern of the member states economies over the years have brought corresponding changes in the employment structure, though agriculture sector remained the largest employer (39.6 percent) in the region.  The performance of labour market in the region compared to previous year increased by 1.0 percent and accounted to 122.5 million (4.2 percent of total world) in 2000. However, average unemployment rate of the ECO region in 2000 increased to 7.7 percent, compared to the level of previous year of 7.1 percent.

3.
Inflation

Price stability and low levels of inflation rates are essential factors for maintaining macroeconomic stability in the economy. The governments of ECO countries paid special attention and applied different fiscal and monetary policies over the last decade to control inflation and maintain price stability in their economies. Because of these efforts, the average rates of inflation have fallen considerably, particularly in the second half of the 1990s.

TABLE 2: Average inflation rates in ECO member countries*

(Annual % change in consumer prices)

	
	1997
	1998
	1999
	2000
	2001

	ECO countries
	57.5
	39.7
	37.7
	22.5
	27.2

	Developing countries
	10.0
	10.6
	6.9
	6.1
	5.7


(*) The figures do not include data for Afghanistan.
Sources: ECO Secretariat database, Economic and social survey of Asia and the Pacific 2003, UNESCAP, Statistical Database of SESRTCIC, Economist Intelligence Unit, Country Reports (London, 2001).
As may be seen from Table 2, the average inflation rate in the developing countries declined to 10.0 percent in 1997 and further to only 5.7 percent in 2001. Similar patterns but with higher rates were observed in the ECO countries.

The ECO member states managed to curb the average inflation rate and bring it down to a low level of 22.5 percent in 2000. However, the average inflation rate realised by the group of ECO countries in 2001 ascended to 27.2 percent. 
4.
Trade Balance, Exports and Imports

During the five-year period under consideration, the total merchandise exports of the ECO member states reached its peak of US$ 83.4 billion in 2000. The region dominated 1.3 percent and 1.4 percent of the world merchandise exports and imports respectively in 2000. This accounted for 5.3 percent intra-exports in the ECO region. The figures in Table-3 show that the average rates of change in merchandise exports of ECO countries dropped sharply in 1998 when most of the members experienced negative rates of growth in their merchandise exports reflecting the effect of the Asian crisis. However, the following two-year period of 1999-2000 witnessed a strong recovery in export performance when member countries registered the highest average rates of change in their merchandise exports in 2000. In contrast, merchandise export performance of the region deteriorated again and experienced negative rates of growth in 2001, affected by the slowdown of world economy and the deterioration in world commodity prices.

TABLE 3: ECO Trade (Billion US $)

	 
	1997
	1998
	1999
	2000
	2001

	Exports
	66.8
	59.3
	68.4
	83.4
	82.1

	Imports 
	85.1
	81.2
	75.3
	93.1
	84.4

	Total Trade Volume 
	151.9
	140.5
	143.7
	176.5
	166.5

	Total Exports (Annual % change)
	-1.4
	-11.2
	15.3
	21.9
	-1.6

	Intra-ECO Exports*
	6.1
	5.9
	5.0
	5.3
	-

	Intra-Trade Ratio* (%)
	5.3
	5.0
	5.1
	5.2
	-


(*) Calculated without data of Afghanistan and estimates of Uzbekistan data for 1999 and 2000

Sources: ECO Secretariat database, International trade statistics 2002, WTO.

In fact, despite that the ECO countries registered the highest average rate of change in merchandise exports in 2000 (21.9 percent), region’s share in the total merchandise exports of the world increased by a mere 0.1 percentage point over the previous year. This means that the ECO countries were, in general, unable to benefit enough from the strengthening of world economic output in 2000 and, consequently, from the enlargement of world trade by increasing their share in it. It is also observed that the exports of the ECO countries were heavily concentrated in Iran, Pakistan and Turkey. For example, these countries accounted for 78.1 percent of the total ECO members’ exports in 2001, where Turkey alone accounted for 38.1 percent. 

In general, the trend of export performance in the ECO region during the period under consideration can be explained, in part, by the negative effects of the world recession caused by the Asian crisis that took place in the two-year period of 1997-98. It can also be explained, by the sharp fall in world commodity prices and the decline in official financial flows to countries in the same period. However, in the following two-year period of 1999-2000, the improved situation and recovery in the world economy as well as the improvement in world commodity prices, particularly in 2000, positively affected the trend of export performance.

The member states had made efforts to promote intra-trade and taken significant steps forward for improvement of regulatory frameworks and removal of tariff and non-tariff barriers in the region. The regional intra trade situation is, however, far from satisfactory when compared to preceding year and the prospect of an imminent change does not seem very likely unless private initiatives backed by political will of the member states are given momentum. So far, the scope and depth of trade linkages served as the main channel of transmission of external shocks between the member states. The intra-trade ratio of the ECO region in 2001 alike the previous years could not overpass the threshold of 6.0 percent. 

During 2000, the share of intra regional export of Pakistan was just 3.2 percent, Turkey 3.1 percent, Iran and Kazakhstan 3.8 percent and 6.9 percent respectively. While for Azerbaijan, it amounted 8.7 percent, for Turkmenistan 22.6 percent, for Kyrgyzstan and Tajikistan 30.8 percent and 23.6 percent respectively. 

The figures in Table-3 show that while import performance of ECO countries was deteriorating since 1997, but reached its peak in 2000 with US$ 93.1 billion. While this amount accounted for 1.4 percent of the total merchandise imports of the World, corresponding to an increase by 0.1 percentage point over the previous year. In 2001, import performance weakened again and amounted to US$ 84.4 billion. Overall, the ECO region’s total trade data reveals a volume of US$ 176.5 billion in 2000. It accounted US$ 166.5 billion in 2001, when compared to preceding year an overall decrease of 5.7 percent was discernable in the total trade volume in the region. The ECO member states as a group recorded trade balance deficits in all the years over the period 1997-2001. The lowest trade deficit of the region was recorded in 2001 and amounted to US$ 2.3 billion.

Liberalization of laws and regulations on foreign investment continued in the ECO member states and a series of steps were taken to simplify various administrative procedures. FDI inflows to the region boosted from US$ 6.1 billion in 2000 to US$ 9.6 billion in 2001. All these served thus to support and accelerate financial stabilization process, development of domestic financial markets, resource exploitation activities and privatization programmes in several member states economies.
FIGURE-1: FDI and Total External Debt of ECO countries (Billion US$)
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On the other hand, the debt service burden on the member countries continued to be heavy and increased from US$ 165.3 billion in 1999 to US$ 177.6 in 2000, thus pressure on the balance of payments increased. 
(((
Development of Transport in the ECO Region

Mr. Sanaullah, Former Deputy Secretary General Transport & Communications of ECO

Overview:

1.
The development of Transport and the related industry in the ECO region holds the key to ensure rapid integration of the remote and fragmented economies of the landlocked members of ECO. The underlying idea has been to overcome the missing road, rail and inadequacies of air and sea infrastructure essential to link the region with global markets. With impressive progress made in this field, Transport and Communications still remains a critical factor in the matrix of trade enhancement schemes of ECO. From the very beginning, the member states have realized that no other area could match in its utility to stimulate growth in trade. In this spirit, the organization remains occupied with removal of impediments including construction of missing road and rail links, enhancing transportation facilitation measure across border points, elimination of transit fee/charges, development of more harmonized and coordinated transport tariff, insurance and regulatory regime.
2.
For this purpose, four Ministerial meetings on Transport and Communications were held on October 25-27, 1993 (Almaty) March 13-14, 1998 (Ashgabat) April 27-28, 2000 (Islamabad) and September 26-27, 2002 (Izmir) accordingly. The 5th Ministerial meeting is scheduled to take place in Bishkek next year. Each Ministerial meeting made significant contributions for further development of the Transport sector in the ECO region. The 2nd Ministerial meeting adopted the Program of Action for ECO Decade on Transport and Communications (1998-2007) and recommended the finalization of Transit Transport Framework Agreement (TTFA).
3.
The 3rd Ministerial meeting underlined the importance of the development of ECO transport routes within "East-West" and "South-East" corridors at national levels. In particular, it decided to set the average speed of 1000 km per 24 hours for block/container trains as a target to be achieved in future. It considered and approved eight Annexes to TTFA, which established technical parameters and characteristics of the ECO Road and Railway Networks along with other documents related to international transportation and monitoring of TTFA implementation.

4.
The 4th Ministerial meeting reviewed the status of the implementation of the decisions and recommendations of the previous Ministerial meetings as well as the implementation of the Program of Action for ECO Decade on Transport and Communications (1998-2007). It urged the member states to finalize all pending issues including tariffs, and to take measures ensuring smooth and regular run of container trains along the Trans-Asian Railway of the "East-West transport corridor. Another proposal dealt with developing cooperation in the field of port facilities and among Marine Organizations of ECO member states. 

II. Transport services – a strategic option 

5.
The member states adopted both regional and bilateral approaches in innovative ways to achieve their broad objectives in transport field. Fundamentally, they focused on using their own funds to build, where missing, and upgrade, where poor, and expand, where inadequate, the existing infrastructure. In parallel, assistance from the international Community was sought to reinforce and strengthen institutional set-up. In addition, sustained efforts were undertaken to launch harmonization process to remove inconsistencies and conflicts among national rules and procedures to help integrate the emerging legal, administrative framework with the international practices and conventions. Despite the best efforts of the member states and political support from the highest quarters to enhance intra-regional transport networks, the achievements in this important area have been though modest but critical in meeting the special needs of the region.

6.
It is well known that the CAR region plunged into “Transport crisis" on independence. The entire infrastructure earlier built by the Soviet Union either catered to political considerations or to the centres of productions. With these two factors disappearing, the utility of North bound rail and road infrastructure came under severe strain. New links were needed to realize the South bound ECO Transport Corridor. The historical injustices done and manifested in artificial demarcation of Muslim areas in the erstwhile USSR gave rise to political enclaves, further disintegrating the existing road and rail infrastructure in a big way. The situation got complicated when forced by dwindling revenues ad-hoc policies found favour with the governments and related authorities. Some member states started seeking high rents for transit rights and use of its infrastructure. Unofficial payments came to be regarded as a norm but an effective tool to deal with transit related technical, legal, procedural and administrative issues.
7.
Therefore, the decision of the five Central Asian Republics namely Kyrgyz Republic, Kazakhstan, Tajikistan, Turkmenistan and Uzbekistan and one Caucasian state of Azerbaijan in 1992 to join ECO was strategic and a step in line with the requirements for national economic development in a new environment. The regional approach was adopted by them more as a strategy rather than an alternate option.

8.
Consequently we saw concretization of national policies and commitments in form of well-developed plans of action. Mega projects were devised to jump-start the integration process. These projects included establishment of Air Cargo, ECO shipping Company, ECO Reinsurance Company, ECO Trade Development Bank and some research and academic institutions. Not all of them have prospered along the anticipated lines. Nevertheless significant move forward has been made in the Transport sector. 

II. Achievements: Inadequacies and Strength
Rail Transport:

9.
In the railway mode of transportation, ECO achievements have been substantive .The member states have been able to operate Container Train from Almaty-Tashkent-Tehran-Istanbul and back. The first such train was launched on January 20, 2002. A significant protocol related to this Container Train was signed at Van city (Turkey) in September 2001 with regard to tariff structure and removal of technical and physical hurdles, implemented albeit partly. The Heads of ECO Railway Authorities later met in Dushanbe on December 23-25, 2002 and Experts in Almaty on April 28-30, 2003 to ensure its full implementation. More recently, the Steering Committee (Coordination Unit) got together on September 7-8, 2003, at Istanbul to review proposals to sustain the workability of the Container Train. It was realized that the member states would have to remove physical and administrative barriers, determine concessional and harmonized tariff structure, establish a Common Containers Pool (CCP), resolve payment problems on account of booking cargo beyond Iran etc. 

10.
It is encouraging that the Republic of Kazakhstan had agreed to provide empty containers for Container Train and in this respect has already submitted a framework agreement for consideration by the remaining member states. The Republic of Turkey, the coordinating country for this project, however feels that more is needed to popularize this route on international level. In this respect, it has desired concessions in tariffs at least for two years, payment at single point for any destination in the ECO region, harmonization of procedures especially dealing with the time scheduling and tracking of the trains. Apparently, there is an interest for its extension from Kazakhstan to China and from Istanbul to European markets.

11.
The complexity of the issues connected with successful operation of the Container Train is likely to remain under ECO discussion for years to come. The member states will have to accelerate their efforts to resolve technical differences and improve institutional framework to effectively operate Container Trains. Further, in this respect, the member states will have to identify some relevant railway administrations and operators designated to monitor the implementation schedule of these trains and also cooperate at the level of home Ministries to ease consular matters for transport operators. Another issue which is likely to engage the attention of the member states is the successful operation of the Common Containers Pool (CCP). The Iran Railways will have to deliver on its commitment to coordinate payments on account of booking cargo beyond Iran to other member states namely Kazakhstan, Uzbekistan and Turkmenistan. The sustainability and full success of the project however, depends on the continued active support from Turkmenistan and Uzbekistan. Without their proactive attitude, it would not be possible to run the Container Train smoothly on regular basis. 
12.
Another important initiative has been the launching of a dry Passenger Train on Almaty-Tashkent-Turkmenabad-Istanbul route on March 14, 2002. Its regular run was expected to start as soon as the governments of Turkmenistan and Uzbekistan would decrease transit fee for passengers traveling on this route and resolve technical impediments in consultation with Iran and other member states. This stated objective did not materialize, as the commitments were not realized by the respective governments. The experts from railways of Iran and Kazakhstan had met in Mashad on March 4-6, 2003 to settle the technical matters and obstacles.

13.
No member state can deny the usefulness of launching a regular passenger train on this route. It will not only link Central Asian Republics and their railway network to Iran and Turkey but also to Middle East through Istanbul and Syria. There is an urgent need that the railway authorities of Uzbekistan and Turkmenistan should adopt supportive attitude on this issue. There are no direct air links. Flights are available at best on weekly basis. There is a need for relaxation of rules and additional facilities for passengers using this train. 

14.
In the context of the above projects, ECO is promoting a Common Railway Tariff Policy. The concept is that the cost of transshipment should be the same at all points of entry or exit or enroute. The national policies adopted should be transparent and compatible with the ground economic realities. In this spirit, the 4th meeting of the Heads of ECO Railway Authorities (Lahore, October 1999) decided to set up an Experts Group to study and formulate a flexible tariff policy for economical and efficient organization of railway transportation in the ECO region. Finally in Almaty (April 2003) the Expert Level Group agreed on an MoU to apply the agreed ECO Tariff Policy (RTP) based on the OSJD Agreement on International Freight Traffic (SMGS, 1990), the provisions and regulations of the International Transit Tariff (MTT) and the ECO Transit Transport Framework Agreement (1998) and its Annexes. Moreover, it was decided that the ECO Railway Tariff Policy of International Freight Traffic would be agreed once a year and each Contracting Party would have the right to increase/decrease freight rates and additional charges for transportation on its territory, but not more than twice per freight year, with at least two months prior notification to railway administrations in other member states before their entry into force. 
15.
The Contracting Parties also agreed to bring their tariffs closer to each other in order to optimize the share of transport cost in price formation and to increase the competitiveness of railway transport as compared to other modes of transportation. Kazakhstan, Kyrgyzstan, Tajikistan and Uzbekistan earlier observed that not all ECO member states had a common regulatory and technological basis of international transportation of goods mentioning, inter alia, that Turkey and Pakistan had not yet joined OSJD. Turkey has initiated the application process to apply in due course for OSJD membership. The Heads of ECO Railway Authorities will meet in year 2004 in Turkey to further discuss the matter.

16.
In view of the absence of data bank on rail and its related industry, ECO has agreed to publish Railway Network Maps indicating not only the rail corridor but also facilities all along the route. The second edition of the Railway Network Maps as prepared by the Islamic Republic of Iran has been circulated among the member states for comments. 
Road Transport:

17.
In this field, the region has recently witnessed real growth. Even in the CAR road transport has taken a lead over rail transport. As far as road quality is concerned, national governments in collaboration with regional and international organizations have taken due notice. Sign and road markings are now more in consonance with international practices. However, this fast growing mode is unable to cope up with the rising traffic volumes. Road networks in Azerbaijan, Tajikistan, Afghanistan, Kyrgyz Republic and Kazakhstan do not measure up to international standards. Also, in comparison with rail transportation, this mode is synonymous with unofficial payments and taxes. To remove these problems, the 4th Ministerial meeting on Transport and Communications (September 26-27, 2002 in Izmir/Turkey) welcomed two proposals, specifically ECO Multilateral Permits and Draft MoU on the Facilitation and Harmonization of International Road Transport of Goods and agreed to set up a working group to consider the views and comments of the member states on these proposals. 
18.
Meanwhile, the Organization has benefited from similar arrangements in operation in Europe and Asia. A study has been undertaken to determine what further steps could be undertaken to enhance facilities at common border points to ease traffic. In addition, road network maps, road directory and a road guidebook are under consideration for publication. Some member states are of the opinion that preparation of the ECO Road Maps may not be sufficient. The Turkish authorities have proposed that common lines, standards and signs to be determined by all member states should be evaluated on the pattern or in line with the "Principal Traffic Arteries and Intergovernmental Agreement" concluded by UNECE and UNESCAP. 

19.
ECO plans to hold the 1st meeting of Insurance Companies to discuss a draft prepared by Iran in 2004. It believes that no progress could be made with regard to full implementation of TTFA (1998) without agreeing on such matters. 
Marine Services:
20.
The Heads of Reference Marine Organizations in the ECO region met for the first time on October 13-16, 2003 and agreed on the need to remove the existing constraints to promote transportation linkages among the member states. Also, they noted with satisfaction the improved handling facilities for containers at the ports of Azerbaijan, Kazakhstan, Iran, Pakistan and Turkey. They agreed that since the port management and infrastructure have been developed through introduction of latest technology and equipment in the ECO transit development countries, all ECO member states should make use of the improved level of port services and facilities. In doing so, they would promote the ECO objectives for intensified regional cooperation in the field of maritime services.

21.
Highlighting the general positive impact of privatization on the port productivity, the member states urged that privatization should be carried out in a way that the efficiency of the seaport management became a prelude to more efficient down stream transportation while shifting from one mode of transportation to another mode. 

22.
Given the necessity to implement safety and security standards mentioned in Conventions related to marine transportation, and to improve shipping and port operations in member states, the meeting agreed to review the implementation of conventions in their respective countries and provide a report in the next meeting. Subsequently they would take appropriate measures to coordinate measures between the member states and reflect the same in international meetings of IMO etc. 

23.
The meeting agreed that they would welcome exchange of training courses in the fields of marine safety and environment. In this respect, the member states agreed to undertake the necessary measures to protect their marine environment through prevention of ship-borne pollution.

24.
The Islamic Republic of Iran proposed establishment of MoUs relating to accidents/emergencies for rescue operations among the member states in a) Caspian Sea and b) the Persian Gulf. Also, Iran offered to organize a training workshop to discuss further the said draft MoUs.

25.
The member states agreed to consider the proposal to establish a High Level Marine Transportation Experts Group (HLMTEG) to promote coordination among seaport organizations/authorities of the member states. 
Air Transport:
26.
In the field of air transport, the member states has agreed to increase effectiveness of air services in the ECO region by having a framework agreement. The member states have taken a realistic view of earlier project named ECO Air and discarded it as unworkable. They also remain mindful of the privatization programmes underway in the civil aviation field and suggest cooperation based on market forces. The framework agreement could only be considered among the civil aviation authorities dealing with the control measures and regulation on the use of air space etc. 
Communication System:
27.
Along with the above mentioned projects a sustained effort has been launched to improve communication system in the region by improving infrastructure as well as cooperation among the member states. In this respect, the heads of the Telecommunications authorities meet regularly. During the past three years, the scale of interruptions in TAEFOS communications has come down considerably and the quality of the signals qualitatively improved. It is now possible to render international postal services and postal mutual payment services in the region (except to Afghanistan). At the 4th ECO Ministerial meeting on Transport and Communications (Izmir, September 26-27, 2002) the delegations of the Islamic Republics of Iran and Pakistan agreed to connect Peshawar-Kabul-Herat-Mashad by Fiber Optic Cable as the shortest route to the TAEFOS.

28.
The 13th meeting of Directors General of National Telecommunication Companies and Postal Authorities (Almaty, October 29-30, 2002) approved the recommendation of the 3rd Experts Working Group meeting on TAEFOS to include experts from revenue or tariff policy departments of the ECO Telecommunication Companies in the composition of the existing Experts Working Group on TAEFOS to provide also a common competitive tariff policy to make TAEFOS network more attractive for consumers.

29.
The 13th meeting of the Heads/DGs held in October 2002 (Baku) discussed the Iranian proposal to establish a regional training center on the base of existing training center of the Telecommunication Company of Iran. Also, Pakistan proposed to form a small group comprising the representatives of the training centres of the ECO member states which can visit these facilities and choose one of them to be used as ECO Institute after its upgrading. These two good proposals are under consideration. 
Institutional Structure:
30.
Intra-regional cooperation through identification of focal points for border crossing facilitation has become priority with the member states. So far Iran, Kazakhstan, Kyrgyz Republic, Pakistan and Turkey have identified focal points. 

31.
The purpose of this Committee is self-evident. Multiple law enforcing authorities operate at border points. In most cases, border custom authorities have not been provided IT equipment for custom clearance. The border points also do not have maps in English or in Russian language to facilitate movement of vehicles originating from countries other than the entering state. In most cases the working hours are such that the drivers and traffic are required to wait for 8 to 12 hours for processing of their requests for entry. Also, the member states do not know the full extent of facilities provided at common borders. Nevertheless, in certain cases, we are in a position to inform the public what can be expected at the border points.
32.
ECO Transit Transport Framework Agreement signed in May 1998 on the eve of the 5th ECO Summit and approval of its eight annexures in April 2000 by the 3rd ECO Ministerial meeting on Transport and Communications still awaits ratification from the requisite number of countries (six including one coastal country) for its implementation. So far only four countries have ratified this important transit transport document. Positive response is expected shortly from Iran and Turkey.
33.
High level Experts to reconcile the existing inconsistency between TTFA and TTA met at Istanbul on September 9-10, 2003and decided to recommend to the competent authorities within their respective governments to temporarily shelf the Transit Trade Agreement (1995). The Transit Transport Framework Agreement (1998) should instead be considered as the primary ECO transit document as it comprehensively addresses major issues and challenges in all related fields including customs, trade facilitation, road, rail and inland water transportation. 
34.
The objectives for the development of transport infrastructure in the region were set out in the Quetta Plan of Action, adopted by the ECO Council of Ministers in February 1993. These objectives were reinforced in the ECO’s Long Term Perspectives (Istanbul Declaration), endorsed by the 2nd ECO Summit, in July, 1993. Following this, in October 1993, the ECO Ministers of Transport and Communications adopted the Almaty Outline Plan for the Development of the Transport Sector in the ECO Region. This plan was the basis for the Programme of Action for the ECO Decade of Transport and Communications (the Programme) adopted by the 2nd Ministerial meeting on Transport and Communications (Ashgabat, March 14, 1998), and subsequently endorsed by the 8th Regional Planning Council (Tehran, April 19-21, 1998) and by the 8th Council of Ministers (Almaty, May 9, 1998).

Transit Neighbouring Countries:

35.
In order to position themselves well to respond to the new challenges of the opening of Central Asia, three transit neighbouring countries namely Iran, Pakistan and Turkey have launched a number of projects to upgrade their railways, roads and port facilities. Iran, in particular, has been effectively connected with several countries (Afghanistan, Turkmenistan, Azerbaijan, Armenia, Turkey and Pakistan) by 15 border roads and three railway stations. The Mashad-Sarakh-Tezhen railways opened new trade routes between Iran and CAR regions which under the Soviet communism were hermetically sealed.

36.
There are certain problems which need urgent remedial measures for effective use of the facilities in these transit countries. In this respect, particular attention is needed to be focused on expeditious construction of Bam-Zahedan-Chaman rail and road links and construction of Mashhad-Bafq rail line to shorten the route. Also, Afghanistan and Uzbekistan Termez-Mazar-i-Sharif need to be connected by rail as well to link Mazar-i-Sharif to Dushanbe and Turkmenistan through a bridge on river Pang (Amal).

37.
Another essential link to be created is from Turgandi to Herat, linking Afghanistan to Ashgabat and further to Turkmanbashi (Caspian Sea with ferry links to Azerbaijan). The Afghan Government also wants to begin construction of the missing section of the Ring Road (Herat to Shiberghan). It also considers critical to initiate as soon as possible work on the central-Afghanistan roads connecting Kabul to Hazarajat, and Hazarajat to Herat and further to Mazar-i-Sharif.

38.
The existing rail link between Julfa and Ghazi Mahmood in Azerbaijan which has become non-operative due to Armenian occupation needs to be reinstituted. Turkey plans to further upgrade rail link between Iran and Turkish city of Van which is an expensive proposition and may not materialize for a few more years. It would be better if the Nakhicheban-Dogukapi rail link may be revived to connect Azerbaijan and the transit train coming from other Central Asian Republics through ferry boats via Caspian Sea.

39.
China, another coastal neighbour, which provides a transit route for access to Far East countries to Central Asia has upgraded the existing road links with Kazakhstan and carried out many infrastructural projects within its own territory. The Kazakhstan Druzhba rail link is currently the only strategic rail opening to CAR. Another link is likely to be started when China, Uzbekistan and Kazakhstan build their planned multimodal road-rail connection. The role of Russian Federation to serve as a bridge between the Central Asian Republics and the northern Europe is commendable, though delays and unofficial payments need to be curtailed. All these developments have received a boost from the positive progress of UNESCAP project of Asia Highway.

Physical Infrastructure of East-West (including TRACECA) and North-South 
Transport Corridors:

· Dushanbe-Kalak-Gharm-Jirgatal-Sarytash (1998-2000) is still under implementation.

· The implementation of border (with Uzbekistan) – Buston-Khudjant-Kanibadam- border (with Uzbekistan) (1998-2000) has been suspended due to lack of funds.

· With regard to Buhara-Konia-Urgench-Nukus-Khojeyli-Kungrad-Akjigit-Beyneu-Atyrau (1998-2002) road bridge over Amudarya on the Nukus-Khojeyli route was completed. Kungrad-Beyneu part of this road remains under construction.

· The Ashgabat-Dashoguz section of Ashgabat-Dashoguz-Konia (1998-2003) is under construction.

· Some sections such as Imam-Goli Lotfabad of Mashhad-Quchan-Bajigeran and Imam Goli-Lotfabad (1998-2004) have been completed and other sections are under implementation.

· Almaty-Karaganda-Astana is under implementation.

· The related studies about Astara (Azerbaijan) –Astara (Iran) – Rasht –Kazvin, 330 km (1998-2007) are under process and the construction work will start soon.

· The studies for biding of the consultancy services about railway tunnel under Bosphorus, 12.5 km. (2000-2007) are in final stages.

· Turkish Government has already carried out the required studies on Kars-Aktash (92,5 km) (1998-2000) and the bidding process will be initiated after positive response from the Treasury.

· To increase the capacity of  national parts of Trans-Asian Railway construction of the following new links are in following stages:

· Turkmenabad (Charjev) – Kerki-Kerkichi in Turkmenistan with a bridge over Amudarya in Kerki (1998-2002) under construction.

· The construction of Guzar-Kumkurgan is underway.

· The construction of  Miyaneh-Tabrez, 200 km railway link is underway

· Construction of double track on Mashhad-Tehran, 924 km (1998-2002) will be completed in early 2003.

· The modernization of railway line on Tashkent-Bukhara-Tashkent-Bukhara (1998-2002) route is underway.

· Tashkent-Bukhara (1998-2002) route is underway.

· The development of Serakhs (Turkmenistan) station facilities is underway. At present, three bogies changing lines (for freight wagons) and one line for transshipment of containers from the train of one gauge to the train of another gauge are operational. A project to raise the cargo handling capacity up to 15 million tons/year (1998-2002) is underway.

40.
Some of immediate steps needed for rehabilitation and reconstruction works at the sections of other international corridors are:

Regional Cooperation Mechanism:

41.
In its pursuit to promote regional cooperation, ECO has received full cooperation and support from the international community, especially UN bodies including UNESCAP, UNDP, UNCTAD, FAO, etc. The Islamic Development Bank has lent financial support to ECO. In particular, ECO has received high quality technical support from UNESCAP, UNCTAD and IRU without which it could not have been possible for the Organization to come up with a workable system of projects, Plans of action and transport development policies. The process of consultation and cooperation not only continue but getting strengthened in the wake of completion of UNESCAP, TRACECA and SPECA based programmes in the region.
42.
ECO has shown mixed success. The public expectations from ECO are soaring. It is being viewed as a possible instrument to expand intra regional trade by exploiting whatever complementarities exist in the economies of the member states. The public firmly believes that the negative geographic impact on landlocked countries can be redressed through effective use of a regional mechanism. They want to see ECO emulate ASEAN and EU in creating a region of prosperity and development. But the magic formula for the success of ECO consists of support from Governments and private sectors in the member states. 
43.
Regionalism can avert marginalization of ECO region on international stage and ensures strong role for it in the evolving globalization. The time is short and the challenges ahead are huge. Each member government is aware that national prejudices have to be replaced by a region-wide policy. The feeling is that unless, we subject our national priorities to ECO priorities determined jointly by member states, the real time success will remain elusive. 
44.
Today the region is comparatively more stable and peaceful. The prospects for foreign investments in ECO region can rise in line with member states’ ability to cooperate and produce results. No economic progress is possible without developing seamless movement of rail and road. Efficient transport system will integrate the seven landlocked countries of ECO to the global transport corridors to the benefit of all. Time has come to build on the momentum gained through implementation of programmes and plans of action. In parallel, there is a need to make better use of existing transport resources and efficiency of services. The whole range of transport industry should be developed in active partnership with the private sector and international transporters. The preponderance of non-competitive as well as non-transparent and corruption ridden practices should be replaced by more liberal, transparent and trade facilitation initiatives compatible with international practices.
(((
Role of Governments in Promoting
Private Sector Investment
Fatih UNLU, Director of Agriculture, 

Industry and Health

Recent decades have witnessed an increasing role of private sector in the economy and resulting changed modalities for international cooperation.  The shares of private investment in United States, European Union and Japan have been % 82.2,  % 86.0 and  % 73.4 respectively in 2002. 

There may be some limitations to the efficiency of private sector, especially during times of crises, but the businessmen and investors, as major actors of economic activity, have a lot to contribute to economic cooperation through their dynamism, enthusiasm, adaptability, practical, result and profit oriented approach. On the other hand, public sector, with its traditions, regularity and political will for establishing the legislative framework and setting up the institutional, financial and economic infrastructure may help the private sector and open new avenues for cooperation through harnessing the positives of both. 

In line with the prominent role of private sector in international economic cooperation, establishing a suitable environment for cooperation among the private sector and improving the investment climate became essential for a successful economic and industrial cooperation.

This article will very briefly cover the role of governments in facilitating the private sector investment at national level in a non-exhaustive manner which may also reveal some clues for regional cooperation. There are several international arrangements, i.e TRIMs, which has implications on government support to private sector. These implications may / should be taken into consideration by concerned countries when polices are formulated. 

The governments may help the investment processes and hence industrial development through various ways and means including: 

1. Ensuring economic stability 

Economic stability is indispensable for a sound and healthy industrial development. Meanwhile, industrial development in turn helps economic stability. This will include adoption of pro-investment policies, anti-inflationary measures, channelizing savings, suitable exchange regime, industrial restructuring, privatization, post privatization support and proper management for fast recovery during crises including “inventing” investment areas, 

2. Improving Infrastructure i.e. Transportation, telecommunication, education etc. 

3. Measures for Improving Investment Climate 

Improving investment climate, as its ultimate objective, aims at the establishment of a totally investment friendly atmosphere both at national, regional/ international levels. Adopting a positive outlook for investments at governmental, bureaucratic and societal level is one of the most important components. The policies and programmes geared towards an improved investment environment may include:

i)   Setting up sector-wise priorities and preparing the required framework for investments including legal, administrative, financial and other relevant issues. This will include removal of unnecessary bureaucratic steps, signing and ratifying required international investment guarantee agreements, development of a suitable financial system and adoption of international standards and norms etc. 

ii) Allevating fiscal burdens on the priority areas through exemptions    from taxes, fund levies, tax holidays (exemption from tax for example for 5 years) import duties, deduction from social security contributions etc. 

iii) Providing Dedicated Infrastructures, Industrial Development Zones, techno- parks - technology development regions, incubators, organized industrial zones, free trade zones. 
Various types of supports provided in these areas include land allocation for these zones and support to the infrastructure, exemption from certain taxes, duties and fees, etc.

iv)  Capacity Building and Human Resources Development
Human resource is considered as the most important social asset, a capacity which may give a way out for developing and least developed countries. Within this framework, continuous training of the workforce so as to make them more compatible for hi-tech industries is very essential for countries that wish to attract more hi-tech FDI and transfer technology to their countries. 

Capacity building should also include programmes for development of entrepreneurial, organizational and managerial skills, introduction of new (i.e quality improvement) techniques and developments to industrial enterprises.

v) Research and Development Assistance, Innovative development
Launching programmes for increasing industrial and technological capacities of individual firms including the establishment of R&D and technology development funds is one of the most important functions of the public sector. Advances in knowledge became the most important source of growth. Enormous strides in IT, though not limitless, further increased the importance of knowledge related assets and importance of knowledge based economies.

 “The importance of technological progress in economic growth stems from the fact that technology makes it possible to produce more from the same quantity of resources or “factors of production”. This boosts the potential level of output of the economy.” (http://www.bized.ac.uk/virtual/economy/policy/outcomes/gdp/growth3.htm)

On the other hand, innovation which is defined as knowledge used to turn the best ideas into new opportunities is one of the driving forces of economic growth and social development. 
vi) Providing suitable guidance, information and consultancy to firms and business related institutions especially on possible global /regional opportunities, prospects. Monitoring and sectoral early warning taking into consideration both national and international developments may also be considered within this framework.

Supporting institutions and organizations producing / providing trade and investment related information and conducting regular “surveys of investment areas,” may also be  considered  within that framework. 

vii) Measures to Attract Foreign Direct Investments

Attracting foreign direct investment provides fresh money to the economy, helps transfer of technology, capacity building, product differentiation, quality improvement and overall economic performance. As compared to short-term speculative foreign capital, this is a rather a stable type of attracting foreign capital.  As for the incentives for foreign investments, they usually expect the same type of facilities, rights and exemptions as for the local investors which is as the “principle of national treatment”. 

Since large transnational companies have enormous capital, facilities and expertise, any attempt for attracting foreign direct investment should be carefully planned so as to cause no harm to promising industries.

In this framework, Foreign Investment Promotion agencies may be established to better promote FDIs.  

viii) Trade Facilitation and promoting of export oriented production 

Trade facilitation may include participating in or initiating regional preferential trade agreements, free trade areas, customs union etc and some measures such as helping the private sector for establishing market links especially with  international markets through providing information about global trade opportunities, assisting them for opening up overseas branches, participating in fairs, conducting market surveys, employment support etc. 
ix) Financial Assistance to feasible industrial projects. Subsidized loans. 
x) Risk management and guarantee services,

4. Measures for Closer University – Industry – Inventors - Government Cooperation including establishment of a suitable environment for efficient interplay of stakeholders.

For a sustainable pace of development, scientific skills in the country should be improved and updated regularly and be transferred to industrial units, relevant parties under a suitable framework. 

As expressed in OECD, Science, Technology and Industry Outlook 2000, “The nation that fosters an infrastructure of linkages among and between firms, universities and government gains competitive advantage through quicker information diffusion and product deployment… 
The performance of an innovation system now depends, more than in the past, on the intensity and effectiveness of the interactions between the main actors involved in the generation and diffusion of knowledge.” 

5. Launching Necessary International Initiatives, mobilizing international financial and technical resources for industrial development.

Governments may take a leading role or act as a mediator in retreiving and introducing various sources of support for private sector development and investments in their respective countries.    

Conclusion:

Government policies and programmes have a direct impact on private sector investment and activities as evident from various modalities briefly and non exhaustively presented above. Therefore, before and during the formulation of government policies and programmes, detailed studies about the problems and potentials of private sector in various sectors may be conducted taking into account international trends and active involvement of private sector can be ensured without disrupting social balances.

(((
Drought Management

Fatih UNLU, Director of Agriculture, 

Industry and Health

Droughts are defined as prolonged, abnormally dry periods which are mainly caused by shortage of precipitation over an extended period of time.  In addition to lack of water, high temperatures, methods for use of land and water, high winds, greenhouse effect, overgrazing and deforestation may also contribute to droughts. Multi-year droughts are particularly difficult to address and require extensive preparations.   

Droughts cause massive problems for countries including loss of yield and resulting food insecurity, health problems, environmental degradation, migration, crop and stock losses, loss of vegetation, soil erosion, reduced soil and water quality and spread of pests. It also effects energy production, industry and provisioning of household water and increases the risks of wildfires and dust storms. 

As an example to effects of droughts in human life, the drought in Ethiopia in 1984 claimed 300,000 lives and effected over 7.5 million people and the drought in 2000 in the same country effected 10,5 million people. As regards the economic losses, the drought in Australia in 1991-5 has caused a loss of estimated 5  billion $ and a decrease in avarage production of rural industries by 10 per cent. 

Droughts in recent decades are becoming more prolonged and their impacts become more severe. To measure drought and trigger preemptive measures, several indices are used such as Standardized Precipitation Index, Palmer Drought Severity Index, Crop Moisture Index, Surface Water Supply Index and Reclamation Drought Index etc. These indices can be used for various geographical and other relevant conditions to understand the severity of drought and determine the intensity of measures.  

Proper management of drought related problems may take years or even decades. The steps to be taken for drought management from construction of reservoirs, establishment of better irrigation systems  compatible with drought to introduction of new drought tolerant crops and fertilizers, provisioning of seeds, plantation of trees, maintenance and other measures like arising people’s drought consciousness require a high initial cost, intensive training, effort and patience. 

The return for the efforts and the invested money will not be long if the system, methods and tools are convenient and correct. 

“It should be mentioned here that ground water users are the last to be affected by drought during its onset.” But recovery of ground water to normal levels is also last to be realized. This means ground water, as an option is the last to resort and the last to recover. Keeping ground water is essential especially for extended periods of drought. 

ECO is a drought prone region with erratic rainfalls. Severe droughts in the region had serious impact on agriculture, food security, environment and vegetation. 
For better addressing the drought in the region, there are several cooperation opportunities for ECO countries at various levels. In order to have massive nation-wide impact, all regional and international efforts should complement each other and have a particular emphasis on the mobilization of national potentials. The proposals from various sources are gathered and with the addition of author’s own ideas a set of classified proposals have been formulated covering various dimensions of the problem. These proposals are presented under the headings of  general measures and forecasting, water related issues, crops / vegetation and soil rehabilitation,  health, livestock sector and others and proposals for regional cooperation. 
  General  Measures and Forecasting

1.
Drought Prone countries should prepare expeditiously flexible, proactive and dynamic National Drought Management Plans. 

2. 
All necessary drought related legislation should be issued establishing the institutional and legal framework for  drought management including:

a)
The establishment of a drought management committee and other working groups for monitoring drought, implementing programs and projects with the participation of all related government bodies, NGOs, and other stakeholders, and 

b) Establishment of drought management fund. 

3. 
In drought prone countries, a certain portion of agro related  or other taxes can be allocated for drought management.  

4.
Improved Forecasting & Monitoring at national level.

5.
Increasing Drought Awareness and Preperadness of the people in the concerned regions. Training the specialists, farmers and consumers on how to tackle with drought at farm /unit level.

6. 
Temporary or permanent allocation of alternative places  for severe drought  prone regions may be considered based upon cost – benefit assessment. Special Assistance and replacement for high-risk vulnerable areas.

Water Related Issues
7. 
Preparation of water sharing / allocation plans at national level for rivers and other waterways and water resources to prevent overuse in the upstream and scarcity at downstream. Licensing and controlling the use of water may also be considered.  

8. 
Establishment of suitable irrigation systems for drought prone areas. 

9.
Rehabilitation of water conveyance and distribution systems and improving water-reserving systems.

10.
Applying Restrictions on the water supplies, if required together with measures for minimizing adverse effects. 

For severe drought periods, restrictions on irrigation water, water for domestic and industry use may be applied without impairing much the production and efficiency. 

On the other hand, minimizing the use of water may cause several hygienic problems, decrease in agricultural production and other socio-economic effects.  Subsidies and promotions of measures to save water or mitigate the effects of drought must be included in the plan for drought management.

11. 
Trying to mobilize alternative sources of water. Water supply may be increased by mobilizing lower quality water for specific uses, “increasing water pumpage from aquifers that can afford it, effluent reuse” and increasing water production from unconventional sources etc. 

12.  
Water saving techniques at each level -  Organization of competitions for best water reserving and best water  saving techniques.

13.
Development of Special Techniques for minimizing evaporation during conveyance. Deeper canals with lesser surface may be designed in order to prevent evaporation.  Closable small canals or isolated pipelines, closed reservoirs may also be built. 

14.
Establishing a system for conflict resolution

Limited allocation of water may cause some sharing problems. Conflicts may occur especially among various users. A working conflict resolution system and stakeholders participation is very esssential in this process.  Logical acceptable priorities for water use can also be set beforehand.

c) Crops / Vegetation and Soil Rehabilitation

15.
Development and adoption of best cropping patterns for drought areas including provisioning of seeds of drought tolerant crops and establishment of market links. Introduction and plantation of drought tolerant flora.   Preservation of drought resistant genetic resources. 
16. 
Soil Rehabilitation: “Enhancing organic content in soil and the resilience of soil”.  The ability of the soil to preserve required water is enhanced through use of various natural fertilizers in some drought prone areas. Governments, NGOs etc. may consider suitable provisioning of materials to farmers for enhancing the quality and water storage capacity of soil. Information on all available materials and techniques used for soil rehabilitation can also be gathered in a regional –global database and suitable techniques can be transferred to all related regions.     

17. Massive national campaigns for Plantation of drought tolerant trees and plants in drought regions. Ensuring active involvement of organized groups such as army, universities, scouts etc. for plantation drought tolerant trees and herbs of dietary, medical or economic value. Free distribution of seedlings to private people. Spreading the seeds of these valuable flora through every possible media including planes, helicopters. 

18. 
Special Programmes for reclamation of lands can be implemented: i.e. unused lands may be given at favourable terms to people who can rehabilitate it. 

(To be continued in the next issue)
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ECO News

ECO Secretariat bids farewell to Mr. Sanaullah & 
Mr. Rafiq Ahmed
Mr. Sanaullah has served as the Deputy Secretary General in the Economic Cooperation Organization from October 2000 to December 2003. He was responsible for Transport & Communication, Project Research and Economic Research & Statistics Directorates. Mr. Rafique Ahmed has served as the Steno Secretary to the Deputy Secretary General of Energy and Administration from November 1999 to February 2004.
Separate farewell receptions were held at the Secretariat, to thank both colleagues for their sincere efforts and effective services for the organization. All colleagues wished them good health, happiness and success in their future endeavors.

Mr. Sanaullah has joined his new assignment as the Director General for Organization of Islamic Conference (OIC) in the Foreign Ministry of I.R of Pakistan.
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Secretariat of the Economic Cooperation Organization
Address: No.1 Golbou Alley, Kamraniyeh, 

Tehran – Islamic Republic of IRAN
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Tel : (9821) 2831733-34

Fax: (9821) 2831732
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In order to have wider and prompt dissemination of information, ECO Secretariat in future will be circulating the electronic text version of the ECO Bulletin via email.  

· If you are interested in receiving electronic version of the Bulletin via email, please send us your E-mail address to the Registry@ecoSecretariat.org 

· The ECO Bulletin is also available online on the following web address: 

http://ECOsecretariat.org/ftproot/Publications/Bulletin
· The Executive Board of the ECO Bulletin would highly appreciate your kind comments/suggestions. 
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