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Disparities in View of ASEAN Integration

B Ceoperation results by country (Fy 2003)

r—Laos Timor-Leste
2,962,858 524,623
Malaysia Singapore
2,730,904 28,0458
Myanmar Brunei Darussalam
1,658,222 840
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The Asscclation of South East Asian
Nations (ASEAN) has been accelerating the
pace of integration, and specific agreements
and aclions have taken place in both political
and economic areas, such as the ASEAN Free
Trade Area (AFTA) and the Inifiative for
ASEAN Integration. Tha six ASEAN countries,
including Singapore and Thalland, reduced tar-
iffs on Intra-regional trade in 2002 in accor-

_ dance with the AFTA agreement, which faclli-

tated the economic iberalization of the region.

Southeast Asia, encompassing 10 ASEAN
countries and Timor-Leste, is the most impor-
tant region for Japan in terms of politics, eco-
nomics, and society, and the share of aid pro-
vided by JICA to this region in fiscal 2003,

. though down from the previous year, remains

the highest, Since the relationship with Japan is
quite significant tor each country, the amount of
aid provided to each of the Southeast Asian
countries is [arger than it is for any other region,
However, each country has a specific character
in terms of methods and degree of develop-

Cooperation for Sustainable Development and Redressmg Intra-ASEAN

ment because each has a unigue historic back-
ground, in addition to diversity in ferms of size,
population, ethnicity, and religion. Tharefore,
based on the understanding of the characteris-
tics of ach country, JICA selects issues which
are imporiant for developing a stable sociely
and for which QDA is effective, and formulates
JICA country programs.

Commeon issues In this region include sup-
part for econemic policies, good governance”,
post-conflict reconstruction, environmental con-
servation, and measures against poverty, and
JICA assists in the sustainable development’
and correction of disparities in the region. In
addition, in view of ASEAN integration, with 2
focus on Timor-Leste and four other countries
that joined the ASEAN aiter the late 19907,
including Cambodia whose economic kick-oft
was hindered due to conilicts, JICA will actively
promote intra-regional cooperation using
Sauth-South cooperation”, thus contributing to
the development of Southeast Asia as a whole.
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'Current State of Development

flAccelerated Integration and Strengthened
Competitiveness

Southeast Asia has long been in close contact with Japan,
and the development of this region affects greatly the pros-
perity and security of Japan, Thus, this region will remain
grucial in the future,

Ten ASEAN countries, in particular, have accelerated the
pace of integration since the economic crisis of July 1997, In
2002, the six original signatories to AFTA (Indonesia,
Malaysia, the Philippines, Singapore, Thailand, and Brunei)
reduced tariffs on all products listed. Cambodia, Laos, Viet
Nam, and Myanmar plan to reduce tariffs on intra-ASEAN
trade gradually toward total abolition in 2015. Each county, as
if confirming the econoniic boom, enjoys around 5% of high
growth, headed by Viet Nam with 7.0% growth (2003).

Furthermore, the Initiative for ASEAN Integration (IAI)
was launched to correct intra-regional disparities and enhance

cormpetitiveness. Various efforts have then been made in the
course of integration through setting up an IAl task force,
which deals in human resources development. Some have
proposed to eliminate time differences within the region to
expedite the integration.

However, this trend of economic development and inte-
gration has diversified due to historical, cultural, and religious
differences. Specifically, Singapore has become an equal part-
ner a8 a graduate nation®, and Malaysia and Thailand should
be considered as having graduated from aid, whereas countries
such as Cambeodia and Laos have per capita incomes around
300 US dollars, In addition, each country embraces distor-
tion domestically due to rapid development. Myanmar is an
example of a country in which assistance must be imple-
mented with due consideration given to political circom-
stances. Therefore, it is necessary to assess the situations fully.

& Contribution to Sustainable Growth and Correction
of Intra-regional Disparities

Upon full assessment of development levels and diversifi-
cation of economic and social situations, together with the cur-
rent movements toward economic, political, and social inte-
gration of Southeast Asia, Japan believes that it is important to
make an effort in overall economic reform assistance and cot-
rection of intra-regional disparities by effectively utilizing
ODA in order to further strengthen the relationship. Population
size and economic scale is large in this region, and seven
ASEAN countries (except Myanmar, Timor-Leste, Singapore,
and Brunei) are listed among the top 10 recipicnts of JICA
cooperation, headed by Indonesia as the largest aid recipient
country. It is therefore necessary to prioritize assistance areas
and development issues by courttry. When taking an overall
view of the region, issues common to these countries include
economic reform support, good governance, intra-regional
cooperation and South-South cooperation, post-conflict recon-
struction, environmental conservation, and measures against
poverty, none of which show any great change in recent years,
Limited sources of assistance are allocated appropriately
according to the situations and issues of individual countries,
Upon closer inspection of cooperation in Fiscal 2003 by coun-
try, the largest amount of assistance is given to transport and

Addressing Priority Issues in JICA Programs

traffic in Indonesia, the Philippines, and Viet Nawm, to education
in'Malaysiﬂ and Singapore, to health and medical care in Laos
and Myanmar, to private sector development in Thailand, and
to agriculture in Timor-Leste; the characteristic situations of
individual countries are shown.

1. Economic Reform Support. _

The original six ASEAN countries that revealed weak-
nesses in their political and econommic fundamentals following
the currency and economic crisis in 1997, continve to receive
assistance from JICA to achieve sustainable growth led by
the private sector, Economic reform assistance has been pro-
vided to Indonesia in an effort to promote reform with the
help of academic advisers, In view of the termination of loans
from the International Monetary Found {(IMF), advice and
cooperation are given to strengthen the economic and indus-
trial structure including the enforcement of banking fimetions
and support for small and mediun-scale enterprises.
Assistance is being provided to the late-comers of the ASEAN
(Viet Nam, Laos, Myanmar and Cambodia)}, which have
joined the ASEAN in succession since 1993, to facilitate the
smooth transition to market economies and the adapfation to
the infernational economic environment with the aim of build-
ing the entire econormic systemn.
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2. Good Governance

Legal frameworks that form the basis of econornic and
social development are underdeveloped in many countries.
Under this situation, support for rebuilding sound law-abiding
nations continues in Viet Nam, Cambodia, and Laos, such ag
drafting and revising civil laws closely related to the citizens’
lives and capacity development for legal professionals. In
cooperation with the legal world, such as academic advisers,
the Ministry of Justice, the Supreme Cowrt, and the Japan
Federation of Bar Associations, a teamn working jointly with
Cambodia has been formed to draft civil and civil procedure
laws in Camboadia, and the development of legal professionals
has been conducted as well. Today judges and lawyers who
have been trained there provide legal serviges such as solving
land issues,

In Indonesia, support for elections was given for the gen-
eral election, which took place in April 2004, and cooperation
is given to the police administration to ensure the safety of cit-
izeng’ lives, In Viet Nam and Caimbodia, while establishing an
appropriate tax collection system, assistance is focused on the

“area of tax and customs administration to support participation
in the intemational community, such as the World Trade
Organization (WTQ).

Coopesation is provided to Thailand, where efforts in
decentralization have started, in the formulation and dissemi-
nation of development plans for regional development based
on community participation, while designating an autonomous
body in Eastern Thailand as a model case, which is equivalent
to amumicipality in Japan, Furthermore, as one of the means 1o
improve administrative services, guidelines to promote coop-
eration among autonomous bodies, which is commonly taking
place in Japan, have been formulated in cooperation with
counterparts® in Thailand.

3. Intra-regional Cooperation

ASEAN has accelerated the pace of movement toward
economic integration through the AFTA and the Economic
Cooperation Strategy (ECS) proposed by Thailand, whereas
huge economic disparities exist between original members
of the ASEAN and the ASEAN members who joined in the
late 1990s, In order to close this gap, intra-regional coopera-
tion is actively promoted in a wide range of areas, not limited
to economics. JICA also pushes forward regional coopera-
tion to address common issues within the region, through
cooperation for higher education in engineering in ASEAN,
the Asia-Pacific Development Center on Disability, and the
Asian Center for International Parasite Control, Under a live-
stock disease control project in Thailand, diagnostic methods
and technologies for manufacturing vaccines to prevent live-
stock digeases such as foot-and-mouth disease and hog cholera
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A JOCV working on the prevention of avian flu with a handmads poster to ralse
awareness about Infection pravention in Viet Nam

are disseminated by Thai experts to Viet Nam, Cambodia,
Laos, Myanmar, and Malaysia. Responsive measures (o avian
flu, which broke out in December 2003, have started as well,
In support of preventing avian flu in Viet Nam, therapeutic
drugs were provided ahead of any other country in the world,
Other support for preventing the spread of the infection
include guidance on diagnostic skills by the expert in the pro-
ject for improving and disseminating diagnostic skills for live-
stock diseases and the education campaigns for the prevention
of infection in various regions by Japan Overseas Cooperation
Volunteers (JOCVs).

A productivity development project is under way in
Cambodia, Laos, Myanmar and Viet Nam. In addition to pro-
posed projects such as the development of the Mekong River
basin, JICA is considering extending cooperation to the East
Asian growth area targeting Brunei, Indonesia, Malaysia, and
the Philippines.

Beyond intra-regional cooperation, Singapore has trans-
ferred know-how to Afiican countries on increasing produc-
tivity, which had been accumulated through projects imple-
mented with Japan dm"ing the 1980s and 1990s. Indonesia
and Malaysia have offered training programs on rural agri-
cultural development and road construction technologies to
Afghanistan in cooperation with Japan; thus the technologies
and competencies that Japan transferred and ASEAN nations
nurtured spread throughout the world.

4. Post-conflict Reconstruction

JICA has formulated and implemented cooperation in line
with the Support Package for Peace and Stability in Mindanao,
the Philippines. In Aceh, Indonesia, assistance with an empha-
sis on governance support in accordance with the progress of
peacebuilding and support for community development is



under consideration.

In Cambodia, which has shifted from the reconstruction
slage to the development stage, JICA provides cooperation
to facilitate landmine removal, support for persons with dis-
abilities, and support programs for demobilized soldiers.

5. Environmental Conservation

Tropical forests that cover Southeast Asia are home to
various species of living creatures, and research studies on
status and proper conservation are needed. For example, JICA
assists Malaysia in protecting species, which are becoming
increasingly scarce, and preventing forest loss along with the

development of societies and economies. In Febmary 2004, - §

the resuts of the Program for the Conservation of Biodiversity
and Ecosystem, which had been undertaken with the partic-
ipation of Tocal communities in Borneo, were reported at the

® Malaysia
ooperation for

Supporting the Challenge of the aralympms in Athens as Coaches
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international conference concerning the Cenvention of
Biological Diversity*. Also in Indonesia, cooperation has
been implemented for the development of human resources in
the area of environmental administration and monitoring,

6. Measures against Poverly

To address the development of agriculture and rural areas
which dominates the majority of the impoverished group and
workforce, various forns of cooperation have been provided,
including suppott for the formulation of Poverty Reduction
Strategy Papers (PRST)* and income-raising projects in col-
laboration with NGOs.

f@Human Security—Human-centered Approach for
Cooperation Reaching out to those who Need Assistance
In Indonesia, the process of democratization is in transition
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from development led by the central governtment to decen-
tralized development emphasizing the initiative of local gov-
ertunents and community participation. Community partic-
ipation was propelled by the fact that NGOs and NPOs had
actively participated in support for the sociaily vulnerabie at
the time of the currency and economic crisis, and their efforts
in working as a liaison between local citizens and the admin-
istration were highly appreciated.

However, due to the prolonged reign of the Suharto
administration, NGOs and NPOs haven't acquited the capac-
ity and organizational capabilities to respond to mediwm- and
long~term development, and the government lacks human
resources with the ability to promote participation of com-
munity-based organizations. In order to improve the post-cur-
rency crisis environment, JICA has collaborated with
Indonesian NGOs. For example, by improving the produc-
tion activities of the indigencus population and organizing
local residents in East Nusa Tenggara, JICA implemented
development model projects applicable to multiple areas and
productivity promotion projects targeting women in rural
areas. These activities were highly regarded by the Indonesian
government.

As a result, with the aim of establishing a system for com-
munity participation in and collaboration with administration
through dialogue with conumunity-based organizations across
the country and improving its ability to implement communi-
ty development projects in cooperation with JICA, the gov-
ermment requested Japan to support the Community
Development Project with Participation of Civil Society.
“Community empowerment® through civil organization,” in
which . community
strengthen ties with authorities to partic-
ipate in the administration, is thought to
be a major task for Indonesia, and there-
fore Japan adopted this project, The tar-
get area of this project is the eastern part
of Indonesia where development is
important due to heayy impoverishment,
thus necessitating development initiated
by the commumity. The ex-ante evahia-
tion study of this project has already fin-
ished, and now the plan is to carry out
the community development project,
which will be a mode! project of cooper-
ation with the government led by NGOs

organizations

and other community organizations.

Projects in collaboration with
Japanese NGOs have been actively
implemented in Southeast Asia in forms
such as JICA Partnership Program.

® JICA 2004

Awheslchair ;;rodhced in cooperation between JICA and an NGO in Léﬁs: Residents g'ét togélhérto sge
it being used for the first time

One example is the Project for Promoting Regional Health
Care System in the Philippines, which is implemented jointly
with a Japanese NGO, the Asian Health Institute, part of the
comprehensive support for the Muslim Mindanao
Autonomous Region. This project originated in 1997 when
Japan teceived administrative officers for training in planning
and managing the promotion of medical and health care ser-
vices from the perspective of community participation with an
aim to improve health care administration. Health and medical
care had lagged due to the prolonged conflict. Local in-coun-
fry training* has started in Mindanao, enjoying a good repu-
tation among the local residents and the administrative orga-
nizations of the Philippines. This has become a model case of
the NGO-JICA Collaboration Program, where projects are
developed through local in-country training in collaboration
between NGOs and JICA.

Another case in the Philippines is a sericulture project on
Negros Island, which has been promoted in cooperation with
Organization Industrial Spiritual Cultural Advancement
(OISCA) since 2000, Utilizing OISCA’s experience in mul-
berry farming and silkworm breeding for nearly 10 years, this
project was implemented as a JICA Partnership Program with
NGOs, Local Governments, and Institutions. After three years
of cooperation, sericulture spreacd dramatically on Negros
Island, and silk production reached 85% of the total domestic
production, accomplishing better results than expected, Local
textile manufacturers produce beautiful fabrics using raw silk
made on Negros and they are now widely distributed in mar-
kets throughout the country, including the capital, Manila.
Negros raw silk is also highly regarded in the fashion design




industry, and it has been exhibited in fashion shows and high-
lighted by the local media, such as newspapers and radio
shows.

In Laas, JICA implemented the Project for Support for

Wheelchair Production jointly with the Association for Aid
and Relief, Japan. Noting that only seven wheelchairs had
been produced domestically despite the great number of per-
sons with disabilities in Laos, this project was first proposed
by the Association for Aid and Relief, Japan, as a JICA
Partnership Program with NGOs, Local Governments and
Institutions. JICA alone would not have been able to acknowl-
edge these needs fiom this perspective. As an effort unique to
NGOs, a sponsorship system was introduced so that wheel-

f?o Southeast Asia

chairs were sold to individuals and/or organizations and then
granted to the poor and disabled, with the intention of securing
asustainable sowce of income, and reach everyone in need of
wheelchairs. Laos appreciates this system.

In the Kokang Region in the north near the Chinese bondet
in Myaninar, poppies have been grown as a cash crop for the
past 50 years. With the participation of local residents, alter-
native crops such as buckwheat have been introduced and a
comprehensive program for the eradication of drugs and the
recuction of poverty has started to improve hygienic condi-

tions and education there. Thus, human-centered cooperation

steadfastly reaching out to people from the viewpoint of
human security* has been implemented in Southeast Asia.

Five Indochma Countr1es Work toward Drug Eradlcatlon

1 “drug abuse cases
. more’ than' ' six-fold . fr_om

Technical Cocperation.Project
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M Cooperation results by country (ry 2003)
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Mengelia

Japan has provided the utmost coopera-
tion in China's eiforts toward modernization
since the launch of its open and reform policy
hased on the recognition that China's stable
aconomic growth is in Japan’s national inter-
est. Recently, China’s aid needs have changed
due to its rapid economic growth and changes
in the socioeconomic structure, and Japan's
prolonged economic recession has made it
necessary to reduce aid financing. Under these
circumstances, aid for China has been
reviewed.

With regard to future medium-term aid poli-
cies for China, the China Economic
Cooperation Plan issued by the Ministry of
Foreign Affalrs in October 2001 serves the
hasic guidelines. The Intention to provide effec-
tive aid In line with priority areas and Issues
whils at the same time considering national
interest based on Japanese cifizens’ under-
standing and support has been approved.

The Plan specifies the following six areas
as priority areas in cooperation for China.
1) Cooperation lowards resolving environmen-
tal and ather global issues*
2) Assistance for open and reform policy
3) Promotion of mutual understanding
4) Asslstance for poverly alleviation
5) Support for private sector activities
B8) Promotion of multilateral cooperation

Cooperation with Mongolia stresses the fok
lowing four areas.

1) intellectual support and development of
human resources for transition to a market
econormy

2) Upgrading economic infrastructure* and con-
ditions for the promotion of industry

3) Promotion of agriculture and livestock farm-
ing

4) Support for basic living enviranmenis
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'Current State of Development

BProblems in the Economic System Become
Evident—China

Since the launch of the open and reform policy in 1978,
China has recorded exceedingly high economic growth, on
average about 10% per year, and accomplished rapid eco-
nomic developiment, On the other hand, in recent years not
only has economic disparities between regions become evi-
dent and environmental degradation more setious, but the
establishment of a market economy has not corresponded to
the rapidly expanding econonty, thus creating structural prob-
lems in the system.

The 10th five-year plan (2001-2005) addresses greater
adjustment of the stalled economic structure. In addition, the
plan now stresses greater focus on the agricultural sector and
improvements in the lives of citizens, social security, and
Western Region Development. Consequently, priority has
been placed not only on economic growth, but also on the
elimination of disparitieé between urban and rural areas and
between various regions and on stabilizing the society.

The most significant recent development in the economic
field is China’s entry into the World Trade Organization
(WTO) at the end of 2001. China’s great challenge right now
is to promote the necessary economic structoral réforms
through econoimic globalization and the introduction of an
international economic system, and the primary task is to
improve the domestic economic system that accompanies
WTO membership,

On the other hand, the country’s rapid economic growth
for the past 20 years has brought about large domestic eco-
nomic disparities within China. The average income disparity

at the provincial level between coastal areas, where rapid eco-
nomic development has been achieved, and inland areas,
where basic economic conditions lag behind, is more than

Vi

Health education vehicte to improve heaith awareness of local residents in

China

Local citizans observing persoral omputers provided to a Mongolian schocl
in suppent of IT sducation

tenfold. Furthermore, more than 200 million people tiving at
the level of absolute poverty (i.¢., living on one dollar or less a
day) reside in the inland areas.

Moreover, as the econoimy improves, environmental issues
such as pollution associated with industrialization, devastation
of Torests, and lack of water resources have becoine increas-
ingly serious, and they have emerged as a threat to healthy
social development,

fi Establishing Market Economy System Urgently
Required—Mongolia

Due to the breakdown of the COMECON system,
Mongolia was forced to transform its economic system, In
addition to the disappearance of the COMECON market, loss
of the Soviet Union, which accounted for 30% of Mongolia's
gross domestic product (GDP), and the repatriation of Russian
managers and engineers, the radical systemic transition poli-
cies of the Mongolian government itself caused economic
confusion and difficulties. Thus, the country suffered a 20%
cumulative GDP loss from 1990 to 1994,

This economic turimoil has stabilized gradually since 1995
by means of rigid economic stabilization policies and aid from
other countries. However, this extremely tight financial policy
has resulted in declined services in terms of both quantity and
quality due to serious damage to the economic infrastructure,
such as transportation and traffic, as well as to the social infra-
structure, such as education and health and medical care. In
addition, establishment of the system for a newly infroduced
market economy and the development of luman resources
to support such efforts are urgently required.

JICA 2004 @
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"Addressing Priority Issues in JICA Programs

fl Addressing Environmental Issues and Infectious
Diseases—China

Activities for addressing environmental issues and infec-
tious diseases that cross borders require international cooper-
ation, and have become the highest priority issue of JICA
programs. _

With respect to environmental pollution, the Japan-China
Friendship Environmental Protection Center plays a central
role in supporting the establishment of an environmental infor-
mation network and the promotion of the Japan-China envi-
ronmental model city plans. The center also provides support
related to formulation of environmental policies such as tech-
nical support through analysis of and solutions for acid rain

and yellow sand storms, and the establishiment of a pollution
control administrator systemn.

As far as infectious disease control is concerned, JICA
has made a large contribution to the eradication of polio in
China, and presently emphasis is being placed on coopera-
tion for tuberculosis control.

Secondly, the greater globalization of the Chinese econo-
my through the support of China’s transition to a market econ-
omy is deemed a priority. To support the reform and open-
door policy, Japan transfers experience in the specific areas of
policy, financial systems, and small and medium-scale enter-
prise promotional support systems. At the same time, Japan
supports China in establishing tax, trade, economic laws, and
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intellectual property right protection systems in accordance
with the rules of the international community.

Thirdly, it is important to improve mutual understanding
between the citizens of both countries as it will become the
basis for a long-term sound relationship. Expansion of
exchange between young people it Japan and China, the train-
ing of China’s young executives in Japan, and the encour-
agement of exchange between local governments are being
promoted.

Finally, it is important to address poverty, a common prob-
lem for all developing counties, Although dealing with the
poverty issue primarily concerns Chinese domestic income
distribution, in the areas that Japanese experience and tech-
nology can be utilized, national land planning to correct dis-
parities between regions is introduced and support for per-
sonis with disabilities is provided.

B Focus on Human Resources Development
—Mongolia _
In order to develop human resources who can lead the
transition to a market economy, along with intelfectual support
to'govermment sectors to strengthen taxation flmctions, JICA

Libary of te pn~ongolia Centeris a]wys filladt with users

focuses on hwman resouirces development in the private sector
with the help of the Japan-Mongolia Center for Human
Resources Developiment Cooperation.

Agriculture and livestock farming are the key industries,
accounting fornearly half of the workforce in Mongolia, JICA
will cooperate in the development of institutions and organi-
zations for the promotion of agriculure and livestock fanming.

In the area of basic living, JICA places emphasis on
imprevements in rural living conditions, and cooperation wiil
be provided to improve water supply and school facilities.
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o tious dlsease cantrol was dlspatched to
: he Chma-Japa Fri ndshlp Hospltal

“ithe C _na—Japan .

traled on. the: treatment of SAHS
pahems Since ihe hospllal has better

g iacmtles than others; it received relatlve

ly: severe patients: Access to the hospnal
was restricted to the authorized person-

“nel only; and the facility was under stri :
“gent control; quarannned frorn the sur-
i reunding area;’ Medical sta!f commuted--;if
o .the- hospital by -means. of special -
s _buses and had to. change clothes when_:' j

“entering the buuldmg to prevent |nfechon :

Bas'ed on the experieh'
ontamment in Vlet Nan
The expert team

wded the hos— :
pital's medical staff wnh seminars onin- -

oepllal infection prevention, dnd mstruc 3
tions on how: 1o use protective equip-:
~oment, and 5|mple amflmal resplrators'
' The leader of the exper‘[ team was dis-
. palched.to Viet Nam for SARS" control .
. in March 2003, and greally contr-.buted io' :

e centainment of SARS there The pre- '
senlation of the tearn leader gave to the -
_Chinése staff. information and adwce i

'ased on hlS valuable expenence Lo
~Japan's prompt . response 1o the -
requ__est from China; JDR team’s techni-
- cal guidance in ine with needs, and the
“provision of medical equtpmeni wereall |
: greaﬁy appreccated and recewed exlen
sive .media’ aitentlon in: Chma and“:--
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Il Cooperation results by country (Fy 2003)

i Tajikistan Azerbaijan
271,315 137,561
Armenia Georgia
238,249 §3,148

Turkmenistan
9,023

Kazakhstan

Historically, Central Asia and the Caucasus
was a strategic location on the Silk Read that
linked Asia and Europe, where goods were
traded from tima immemotial. The importance
of this region, which borders large countrias
such as Russia and China, as well as
Afghanistan, Iran, and Turkey, has not
changed. With the development of petroleum
and gas resources atong the Caspian Sea, it
aftracts attention as a region that supplies new
energy.

More than 10 years have passed since
independence following the collapse of Saviet
Union in 1821, During this period, some coun-
tries have continued to enjoy steady economic
development because of rich natural resources,
and some are calching up to the wave of eco-
nomic globalization as a result of early efforts to
change to a market economy. On the other
hand, some countries still maintain closed polit-
ical and economic systerms, and some have
experienced civil wars following independence.

" Thus, the speed and direction of development

vary.
However, due fo strong control from the
central government and a clear division of
industries during the Soviel era, many coun-

Abandoning the 0ld System and Establishing New Ones

tries do not possess the basic functions
required by an indspendent nation yet; they stil
have common issues, such as abandoning
their old systems, establishing democratic sys-
tems, and changing over {0 market economies.
Another common problem is a lack of human
resources who can push these reforms

through. In addition, pscple living in rural areas

face problems such as povarty alleviation and
unemployment measures that have resulied
from the economic crisis that accompanied
independenca. This is not enly true in couniries
whose economic development has been slow-
er, but also in couniries where economic devel-
opment is relatively advanced.

JICA provides cooparation in the forms of
policy advice and human resources develop-
ment for the transition to a market economy
and upgrading basic infrastructure*, taking into
consideration the stage of development in each
country. The old system of the Soviet Union is
latent in education and health and medical
care, and development has been delayed. In
addition, problems that were not taken into con-
sideration during the Soviet era, such as envi-
ronmental pollution, have emerged and coop-
eration is provided in this field as well.

e JICA 2004
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«# o Central Asia and the Caucasus

'Current State of Development

fi Path of the Silk Road

Central Asia consists of the five countries of Uzbekistan,
Kazakhstan, Kyrgyzstan, Turlanenistan, and Tajikistan, while
the Caucasus comprises the three countries of Azerbaijan,
Armenia, and Georgia. These two areas are located in the
heart of the Eurasian continent; combined, they cover an area
of 4.2 million knm* and have a population of around 70 million.

This is a strategic location on the Silk Road that has his-
torically linked east and west. The northern part of the area
witnessed constant territorial conflicts among the nomadic
peoples who lived there. After being under the rule of the
Russiarn Empire in the 19th century, the countries in this
region formed part of the Soviet Union from the 1920s
onward, but they gained their independence when the Sovist
Union disintegrated in 1991,

People of many different ethnic backgrounds, including
Tranians, Turks, and Mongolians, have lived in this area since
ancient times, Slavs, including Russians, settled the area in
early modern times and Germans and Koreans were forced to
emigrate here in the Soviet era. This area today has a complex
ethnic mix,

In terms of religion, although the five countries of Central
Asia and Azerbaijan have been reverting to Islam in terms of
everyday culture, each country has adopted a principle of sep-
arating politics and religion; thus Islamic rules are not strictly
imposed. In contrast, Annenia and Georgia are dominated by
the Christianity of the Armenian and Georgian orthodox
churches, and both countries have their own cultures with
their own languages and characteristics,

f Toward True Selt-sufficiency

All the counties of Cenfral Asia and the Caucasus must
dismantle the systems imposed by the Soviet Union, and
establish the systems they require as independent countries.
The basic indices relating to education, health and medical
care, and social services are generally high in comparison
with other so-called developing countries. However, since
independence, the inefficiencies of the planned economic sys-
tem that was applied during the Soviet Union era, the deterio-
ration of facilities and machinery, inadequate maintenance
control, insufficient energy, and division of industrial rela-
tionships due to the collapse of the Soviet economic zone,
have led to disunity across their societies and economies. A
priority for these countries is therefore to establish systems
and structures appropriate for their status as truly indepen-
dent countries.

Each country is continuing with efforts aimed at moving

from a planned economy to a market economy. However, 10
years have passed since independence, and differences in the
speed and progress of transition are becoming clear. The gross
national products (GNP) of almost all the countries have not
recovered to the levels they were at the time these countries
achieved independence. Nation-building must take place in
parallel with economic reconstruction for the recovery and
betterment of the economy and living standards of the people.

B Diversifying Political and Economic Conditions

In terms of economics, disparities in development become
great depending on the presence of natural resources or dif-
ferences in political framework. Kazakhstan, Kyrgyzstan, and
the three countries of the Caucasus are moving firmly in the
direction of price liberalization, privatization of state enter-
prises, deregulation, trade liberalization, and other types of
structural reform in line with the prescriptions of the
International Monetary Fund (IMF) and the World Bank.
Among these countries, Kazakhstan and Azerbaijan have been
showing steady economic growth thanks to oil development in
the Caspian Sea. On the other hand, Uzbekistan and
Turkmenistan are distancing themselves from these radical
reform programs and following their own distinctive paths,
Uzbekistan complied with Article 8 of IMF Agreement in
October, 2003, which used to be the pending issue, Flowever
there are a parcel of problems related to further liberalization
of economic activities and improvement in the investment
environment, Kyrgyzstan suffers from large debts and has to
address financial and economic reconstruction, Tajikistan has
embarked upon economic reform for sustainable develop-

1!
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Examination vehicle visiting Semipalatinsk, Kazakhstan
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ment* after going through difficulties with reconstruction fol-
lowing years of civil war.

Agriculture is the main industry in this region, Central
Asia, most of which generally has a dry climate, is promoting
structural reforms in order to be free from the menoculture of
cotton production that relied on large-scale irrigation systems
during the Soviet era. The Caucasns mainly falls within the
Mediterranean climatic zone and farming oceurs in line with
the climatic and natural conditions of each territory. The
region as a whole has plentiful mineral resources, including
petroleum, natural gas, and rare metals, and there are several
countries where primary manufacturing industries are well
developed. Kazalhstan, Azerbaijan, (petroleum for both), and
Turkmenistan (natural gas) are rich in energy resources and
have developed their respective resources and increased the
number and ways of export routes, On the other hand, as a
country without its own resources, Georgia seeks to play a
certain tole for itself as a conveyance route for energy to
Europe,

In international velations, all these countries except a few,
including Tajikistan and Armenia, kept their respective dis-
tance from Russia until June 2001, when four countries of

Central Asia (Kazakhstan, Kyrgyzstan, Tajikistan and
Uzbekistan) formed the Shanghai Cooperation Organization
with China and Russia, and agreed to promote neighborly
relations among members, cooperate in a wide range of fields
including politics and economics, and work together for
regional security and stability, With the terrorist attacks in the
US on September 11, 2001, and the subsequent air strikes in
Afghanistan, the region passed a big irning point in terms of
national security. Threats from radical and extremist Muslims
such as the Taliban faded, and Uzbekistan, Tajikistan, and
Kyrgyzstan, offered military bases to US and European forces,
strengthening their relationship with the US. Turkmenistan, on
the other hand, takes an independent course of diplomacy asa
permanent neutral country, which has resulted in its being
isolated internationally in many fields.

In the Caucasus, Azerbaijan and Georgia ate strengthening
their links with the West, particularly in connection with petro-
leum development, whereas Armenia is allying itself with
Russia in security matters. In addition, Azerbaijan and
Armenia continue to dispute possession of the Nagorna-
Karabakh enclave. In Georgia a new president was elected
and efforts to rebuild the country have started.

BSupporting Self-sufficiency among the Newly
Independent States

In July 1997, Japan’s then prime minister, Ryutaro
Hashimoto, announced that Japan would push forward
“Eurasia Diplomacy” in Central Asia and the Caucasus,
referred to as the “Silk Road Region,” thus strengthening eco-
nomic cooperalion and resources development cooperation.
Among such efforts, technical cooperation has drawn much
attention, JICA has provided cooperation in four main areas
with the aim of supporting self-sufficient development in this
region, namely: (1) support for transition to a market econo-
my; (2) socioeconomic infrastructure development; (3) coop-
eration with social sectors such as health and medical care
and education; and (4) conservation of the enviroiment.

Support for a transition to a market economy has been
taking the form of advice on macroeconomic and economic
development planning policies, master plans on specific topics
such as the promotion of small and medium-scale enterprises
and banking systems, and intensive technical cooperation, In
the field of socioeconomic infrastructure, JICA has cooperat-
ed on the upgrading of railways, roads, airports, and water
supply systems. [n social sectors, institutional reforms in the

Addressing Priority Issues in JICA Pr°9rarﬁ"s' |

health and medical care field and policy support on educa-
tion reforms and maintenance of equipment are under way.
Other areas of cooperation include conservation of the envi-
roniment in technical cooperation as well as basic industries
such as agriculture and mining,

In Tajikistan, cooperation has been limited 1o the accep-
tance of training participants for supporting the transition to a
market economy and democratization, However as peace-
building after the civil war has progressed and internal securi-
ty has recovered following the collapse of Taliban controls in
its southern neighbor, Afghanistan, with which Tajikistan has
a strong relationship, JICA started preparation for full-scale
cooperation, including the dispatch of personnel in 2002,
Support for poverty alleviation and social sectors in the coun-
try, whose economy has fallen to the poorest level due to the
influence of civil war, are under consideration,

Furthermore, it should be noted that JICA has set up Japan
Centers* in Uzbekistan, Kazakhstan, and Kyrgyzstan to con-
tinuously offer business courses aimed at developing practical
human resources that will contribute to the transition to a mar-
ket economy, as well as Japanese language courses and infor-
mation on Japan aimed at increasing local awareness of Japan.



1 Review of Priority Areas

As differences in progress and problems in relation (o the
reforms have begun to emerge clearly 10 years after indepen-
dence in the region, based on the results of a one-year study by
Regional Study for Japan’s Official Develpment Assistance to
Central Asia in 1999, IICA reviewed priority areas for coop-
eration with Uzbekistan, Kazakhstan, and Kyrgyzstan to pro-
vide more appropriate cooperation for each country. Since
the economic disparities between rural areas and the capital or
large cities have become wider in each country, cooperation
for closing regional disparities has been a recent focus, includ-
ing cooperation for regional development and extension of

fourist infbimatuon omce of Khiva, iocate :
750 km' west of Tashkent the Capltal 0
Uzbek|stan Khwa s hlstory goes bac

rounded by an’ lnner wall called 'honn'-'.:. i
Qala which sull maintains, its’ medleval__j_

: accommodanons |n Khwa for two night
each and prowded practlcal tramlng i
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volunteer activities to rural areas.

g Further Efforts to Bolster Secutity

"The undetlying ethnic and religious makeup of this region
is complex. Unstable political conditions following the col-
lapse of the Soviet Union have led to tetrorist activities, civil
war, and conflict in some countries of the region. Although
conditions have shown some improvement in recent years,
utmost vigilance is called for due to the activities of Islamic
fundamentalist forces. In order to proceed with cooperation in
the region, JICA is planning (o give further consideration to
public security and safety measures.

_stepforward \}ﬁhe th
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