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Foreword

r I \he Asian Development Outlook 2003 is the
15" edition of the annual comprehensive
economic report on the developing member

countries of the Asian Development Bank (ADB).

The Outlook provides a detailed analysis and
assessment of macroeconomic trends, including
fiscal, monetary, and balance-of-payments devel-
opments, for 41 Asian and Pacific economies for
2002, as well as projections for 2003 and 2004. It
also provides a broad diagnosis of macroeconomic
conditions, future growth prospects, and progress in
poverty reduction in the economies of the region.

After a marked slowdown in 2001, both the
world economy and developing Asia got off to a
strong start in 2002. As the year advanced, however,
the pace of growth in the major industrial coun-
tries slowed and became more uneven. The United
States’ economy showed strong growth in the first
and third quarters of 2002, but weaker performance
toward the end of the year kept its overall recovery
below expectations. Economies in the euro area did
not perform as vigorously as projected at the begin-
ning of the year. In Japan, despite stronger than
expected growth in gross domestic product in the
second half of the year, the economy expanded only
slightly in 2002.

In contrast to the industrial countries, economic
growth in developing Asia generally strengthened,
accelerating further in the second half of 2002 as
export demand picked up. Expansionary fiscal
policies and accommodative monetary policies,
mainly in East and Southeast Asia, contributed to
the strengthening of aggregate demand, particularly
consumption, while firmer export markets provided
a boost to industrial production.

Growth projections for the global economy
for 2003 have recently been adjusted downward,
reflecting economic slowdown in industrial coun-
tries in the early part of the year, concerns about
the consequences of the severe acute respiratory
syndrome (SARS) epidemic in Asia, and uncertain-
ties, though diminished, relating to the situation in

Irag. Sound policies and structural reforms remain

essential for achieving robust, sustainable economic

growth.

In developing Asia, aggregate growth projec-

tions have been reduced from those made at the
end of last year. Revised estimated growth of

5.3% for developing Asia, with steady domestic
and export demand in most countries, will still be
robust in 2003 compared with all other regions in
the world. Macroeconomic policies are expected
to remain generally supportive. However, the
economic outlook for Asia is highly dependent on
the trends in the global economy, and susceptible
to the risks associated with disruptions in tourism
as well as other regional and international markets
resulting from current uncertainties, including the
SARS epidemic.

This year’s Outlook contains a theme chapter
addressing the issue of competitiveness, a topic
high on the agenda of policy makers in Asia and
the Pacific whose economies face rapid globaliza-
tion, constant changes in technology, and increasing
competition. The chapter analyzes the nature
and role of competitiveness in national economic
development, emphasizing that competition is first
and foremost a firm-level issue. At the same time,
governments play a key role in developing appro-
priate policy measures and creating a conducive
environment that will enable the private sector to
compete in the global market place.

The preparation of the Outlook was made
possible through the efforts of many individuals
both inside and outside of ADB. I would like to
thank external economists and policy makers for
their valuable insights and inputs. I would like to
acknowledge the contribution of the economists
from ADB’s five regional departments and the resi-
dent missions as well as those from the Economics
and Research Department. The publication would
not have been possible without the support of
ADBs Office of Administrative Services and the
Office of Information Systems and Technology.
Finally, the advice and assistance of the Office of
External Relations in disseminating the Outlook are
gratefully acknowledged.
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TADAO CHINO
President
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Definitions

The economies discussed in the Asian Development Outlook 2003 are classified by major analytic or geographic
groupings, such as industrial countries, developing Asia, and transition economies.

For purposes of ADO 2003, the following apply:

o Association of Southeast Asian Nations (ASEAN) comprises Brunei Darussalam, Cambodia, Indonesia,
Lao People’s Democratic Republic, Malaysia, Myanmar, Philippines, Singapore, Thailand, and Viet Nam.

o Developing Asia refers to 41 developing member countries (DMCs) of the Asian Development Bank
discussed in ADO 2003.

« East Asia comprises People’s Republic of China; Hong Kong, China; Republic of Korea; Mongolia; and
Taipei,China.

+ Industrial countries refer to the high-income OECD countries defined in World Bank, available:
www.worldbank.org/data/countryclass/classgroups.htm#High-income.

o Newly industrialized economies (NIEs) comprise Hong Kong, China; Republic of Korea; Singapore; and
Taipei,China.

o Southeast Asia comprises Cambodia, Indonesia, Lao People’s Democratic Republic, Malaysia, Myanmar,
Philippines, Singapore, Thailand, and Viet Nam.

o South Asia comprises Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, and Sri Lanka.

o Central Asia comprises Azerbaijan, Kazakhstan, Kyrgyz Republic, Tajikistan, Turkmenistan, and
Uzbekistan.

o The Pacific comprises Cook Islands, Fiji Islands, Kiribati, Republic of the Marshall Islands, Federated States
of Micronesia, Nauru, Papua New Guinea, Samoa, Solomon Islands, Democratic Republic of Timor-Leste,
Tonga, Tuvalu, and Vanuatu.

« Transition economies refer to the countries of Central Asia, Mongolia, Cambodia, Lao PDR, and Viet Nam.

o The euro area comprises Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg,
Netherlands, Portugal, and Spain.

« Unless otherwise specified, the symbol “$” and the word “dollar” refer to US dollars. Currency abbreviations
are given in Statistical Appendix Table A20.

The Statistical Notes give a detailed explanation of how data are derived.

ADO 2003 is based on data available up to 21 March 2003.
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