
South–South Economic Links

ASIAN DEVELOPMENT

Outlook
2011



Outlook

Asian Development Bank

South–South Economic Links

ASIAN DEVELOPMENT

2011



© 2011 Asian Development Bank

All rights reserved. Published 2011. 
Printed in the Philippines.

ISBN 978-92-9092-285-8
ISSN 0117-0481
Publication Stock No. FLS112948 

Cataloging-in-Publication Data

Asian Development Bank.
Asian development outlook 2011. 

Mandaluyong City, Philippines: Asian Development Bank, 2011.

1. Economics. 2. Finance. 3. Asia. I. Asian Development Bank.

The annual Asian Development Outlook provides a comprehensive economic analysis of 45 economies in 
developing Asia and the Pacific.

The views expressed in this book are those of the authors and do not necessarily reflect the views and policies of 
the Asian Development Bank (ADB) or its Board of Governors or the governments they represent. 

ADB does not guarantee the accuracy of the data included in this publication and accepts no responsibility for 
any consequence of their use.

By making any designation of or reference to a particular territory or geographic area, or by using the term 
“country” in this document, ADB does not intend to make any judgments as to the legal or other status of any 
territory or area.

ADB encourages printing or copying information exclusively for personal and noncommercial use with proper 
acknowledgment of ADB. Users are restricted from reselling, redistributing, or creating derivative works for 
commercial purposes without the express, written consent of ADB. 

6 ADB Avenue, Mandaluyong City 
1550 Metro Manila, Philippines 
Tel +63 2 632 4444 
Fax +63 2 636 2444 
www.adb.org 

For orders, please contact: 
Department of External Relations 
Fax +63 2 636 2648 
adbpub@adb.org



Contents

Foreword v
Acknowledgments vii
Definitions viii
Acronyms and abbreviations viii
ADO 2011—Highlights ix

PART 1: ASIA IN THE UNEVEN GLOBAL RECOVERY 1
Asia in the uneven global recovery 3
Twin-track global growth 4
Firming recovery in developing Asia 19
Inflation as a growing concern 26
Solid rebound in the non-Asian developing world 34

PART 2: SOUTH–SOUTH ECONOMIC LINKS 37
South–South economic links 39
The growing weight of the South 39
Expanding South–South economic links through trade 46
Expanding South–South economic links through investment 65
Wider economic links for development 78

PART 3: ECONOMIC TRENDS AND PROSPECTS IN DEVELOPING ASIA 87

CENTRAL ASIA 88
Armenia 89
Azerbaijan 93
Georgia 97
Kazakhstan 100
Kyrgyz Republic 104
Tajikistan 108
Turkmenistan 112
Uzbekistan 114



EAST ASIA 117
People’s Republic of China 119
Hong Kong, China 125
Republic of Korea 128
Mongolia 133
Taipei,China 137

SOUTH ASIA 141
Afghanistan 143
Bangladesh 147
Bhutan 153
India 155
Maldives 161
Nepal 164
Pakistan 168
Sri Lanka 173

SOUTHEAST ASIA 177
Brunei Darussalam 179
Cambodia 181
Indonesia 185
Lao People’s Democratic Republic 191
Malaysia 194
Myanmar 198
Philippines 201
Singapore 206
Thailand 210
Viet Nam 215

THE PACIFIC 221
Fiji 223
Papua New Guinea 226
Timor-Leste 230
Small Pacific countries 233

STATISTICAL APPENDIX 243
Statistical notes and tables 244



Foreword

Developing Asia’s economies proved their resilience in the face of a 
tremendous external shock. The Asian Development Outlook 2011 shows 
that the region’s recovery from the recent global economic downturn is 
firming with growth expected to reach nearly 8% in 2011 and 2012. This 
continued high growth follows the 9% expansion from the trough of the 
crisis.

The consolidation of the global recovery is, however, uneven. While 
developing Asia—and the economies of “the South” in general—have 
recouped the ground lost during the global downturn, the major 
industrial countries are progressing modestly. After the 2.6% rebound last 
year, the three economies of the United States, eurozone, and Japan are 
collectively expected to expand by 2.1% in 2011 and 2012. 

Although the risk of these economies falling back into recession is 
receding, even this modest industrial-country recovery is fraught with 
risks. Tensions in the Middle East are pushing up oil prices. Japan is 
coping with the tragedy of the Tohoku earthquake and tsunami. Labor 
and housing market weaknesses are holding back recovery in the United 
States. The eurozone has not fully resolved the sovereign debt problems in 
its periphery. 

The Asian Development Outlook 2011 emphasizes two important 
challenges that developing Asia must resolve to sustain the inclusive 
growth that is needed to eliminate poverty in the region. The immediate 
problem is tackling rising consumer price pressures. Inflation’s insidious 
effects call for preemptive action to contain it before it begins to 
accelerate. The poor are the most vulnerable, particularly from rising food 
prices. 

Managing inflation is not easy. Because of the faster recovery, 
demand pressures are more intense in the region than among the major 
industrial economies. The recent surges in global oil and food prices are 
adding further pressures. Even though steps have been taken to reduce 
price pressures, inflation in the region is expected to pick up to 5.3% 
this year. Many countries may already be behind the curve in fighting 
inflation, and some countries are showing signs of overheating. The task 
is complicated because lifting interest rates may induce foreign capital 
inflows, which can add to price pressures. 

Getting the policy response right depends on the problem. Where 
current account surpluses persist and exchange rates are misaligned with 
fundamentals, more flexible exchange rates may be the best option. For 
other economies, monetary tightening may be coupled with temporary 
capital controls, which should be coordinated internationally.

The second challenge is fostering new sources to sustain the region’s 
growth into the future. In this regard, the trend of growing trade and 
investment with other developing countries—so-called South–South 
links—is encouraging. The share of world merchandise trade among 



countries in the South has more than doubled in less than two decades, 
from 7% in 1990 to 17% in 2009. 

Much of the rise in trade and investment between economies in the 
South can be accounted for by the rise of “factory Asia”—where parts 
and components move across borders in the region but the assembled 
final goods are exported to major industrial-country markets. Thus while 
developing Asia is at the forefront of the South’s emerging economic 
influence, current production arrangements are still, ultimately, highly 
dependent on the North.

At a time of modest growth in industrial countries, improved 
South–South relations can be a potential new driver for global growth. 
Fortunately, there is considerable scope to deepen economic links 
within the South, but these will not come automatically. To fully tap the 
potential of these markets as new sources of growth, policy makers must 
remove impediments to South–South trade and investment, which are 
still higher than those with the North; and much work needs to be done 
to reduce barriers within the South to promote global integration.

As South–South ties evolve, developing Asia can draw on insights 
stemming from its success in its own regional cooperation and 
integration—both for itself and for other regions of the world. These ties 
are supported by the Asian Development Bank as an effective approach to 
eliminate poverty.

Haruhiko Kuroda
President
Asian Development Bank
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Definitions

The economies discussed in the Asian Development Outlook 2011 (ADO 2011) are classified by major analytic 
or geographic groupings. For purposes of ADO 2011, the following apply:
•	 Association of Southeast Asian Nations (ASEAN) comprises Brunei Darussalam, Cambodia, 

Indonesia, the Lao People’s Democratic Republic, Malaysia, Myanmar, the Philippines, Singapore, 
Thailand, and Viet Nam.

•	 Developing Asia refers to the 44 developing member countries of the Asian Development Bank and 
Brunei Darussalam, an unclassified regional member. 

•	 Central Asia comprises Armenia, Azerbaijan, Georgia, Kazakhstan, the Kyrgyz Republic, Tajikistan, 
Turkmenistan, and  Uzbekistan. 

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

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

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

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

•	 Unless	otherwise	specified,	the	symbol	“$”	and	the	word	“dollar”	refer	to	US	dollars.	
ADO 2011 is generally based on data available up to 16 March 2011.

Acronyms and abbreviations

ADB Asian Development Bank
ASEAN Association of Southeast Asian Nations
CPI consumer price index
EU European Union
FDI foreign direct investment
FY fiscal year
GDP gross domestic product
IMF International Monetary Fund
OECD Organisation for Economic Co-operation and Development
OPEC Organization of the Petroleum Exporting Countries
PRC People’s Republic of China
UNCTAD United Nations Conference on Trade and Development
US United States
USDA United States Department of Agriculture
VAT value-added tax
WTO World Trade Organization




