
Asian Development Bank

Preparing for Demographic Transition

Update

ASIAN DEVELOPMENT

Outlook
2011



© 2011 Asian Development Bank

All rights reserved. Published 2011 
Printed in the Philippines.

ISBN 978-92-9092-392-3
ISSN 1655-4809
Publication Stock No. FLS113904 

Cataloging-in-Publication Data

Asian Development Bank.
Asian development outlook 2011 update. 

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

Printed on recycled paper



Contents     iii
Foreword     iv
Acknowledgments     vi
Definitions     vii
Acronyms and abbreviations     viii
ADO 2011 Update—Highlights     ix

CONTINUING GROWTH AMID GLOBAL UNCERTAINTY     1
Finding a more solid footing     3
Diversifying demand sources     6
Underlying strength, with risks     13
Inflation—a persistent concern     14
Recent capital flows to developing Asia     23
Intra-Asian cooperation—for today and tomorrow     25
Annex: The external environment     27

PREPARING FOR DEMOGRAPHIC TRANSITION     35
Introduction     37
The demographic transition in Asia: Key trends and stylized facts     40
Impacts on developing Asia’s past and future growth     48
The economic life cycle, demographic transition, and old-age support systems in Asia     54
Key findings and policy recommendations     64

ECONOMIC TRENDS AND PROSPECTS IN DEVELOPING ASIA     69
Subregional summaries     71
Bangladesh     105
People’s Republic of China     110
India     115
Indonesia     121
Malaysia     125
Pakistan     129
Philippines     133
Thailand     137
Viet Nam     141

STATISTICAL APPENDIX     145
Statistical notes and tables     146

Contents



Foreword

Uncertainty is casting a shadow over global economic prospects. In the 
5 months since the Asian Development Outlook 2011 was published, the 
downgrading of United States long-term sovereign credit, tensions in 
eurozone sovereign debt markets, and the knock-on effects of Japan’s 
earthquake in March have undermined the tentative recovery in the 
major industrial economies.

Setbacks to their recovery have spilled over to the region. Yet 
developing Asia’s economies are continuing their steady growth. This 
Update forecasts a healthy expansion of around 7.5% in 2011 and 2012. 
Although led by the People’s Republic of China and India, momentum is 
felt across the whole region.

There are signs that growth in the region is shifting to more 
sustainable sources. Strong private domestic demand and intraregional 
trade boosted output in the first half of the year, as did rising employment 
and incomes, buoyant export prices, and investment. With ample fiscal 
space and low debt, governments also have room to support domestic 
demand. 

Inflation remains a concern. Strong growth in commodity prices in 
the first half and rapid, regional economic growth pushed up consumer 
price inflation, which is forecast to hit 5.8% in 2011 and 4.6% in 2012. 
Although the runup in commodity prices has been cooling, authorities 
must be ready to meet the continued threat of elevated inflation with 
monetary tightening. Policy makers need to be prepared for increased 
volatility in international capital flows as capital is pulled in opposite 
directions by international investors’ reduced risk appetite and the strong 
growth prospects of developing Asia.

Developing Asia needs to press forward with its structural reforms—
cultivating domestic demand, promoting price stability, and fostering 
inclusive growth—to make its prospects less dependent on the major 
industrial economies. It also needs to look beyond the immediate future. 
One challenge on the horizon is the demographic transition.



The fast-growing economies of East and Southeast Asia added nearly 
1 percentage point to their annual growth in the past 30 years, by taking 
full advantage of having relatively young populations. This boost to 
growth, which was neither accidental nor automatic, helped them to 
transform their economies and reduce poverty. Cashing the demographic 
dividend required concerted policy efforts to see that workers had the 
right skills and that the right jobs were created to absorb them. Countries 
with young populations today can learn from their example by investing 
in education and physical capital.

For the region as a whole, demographic factors will be a less 
significant source of economic growth. In some “aging” economies, age 
structures already act as a drag, and their governments need to reform 
financial markets, education systems, and labor markets in response. To 
provide economic security for a significantly older population, they also 
need to develop reliable and sound social security systems, to complement 
and possibly take over from the weakening informal family support 
system.

As policy makers respond to today’s worries about the global 
economy, they should continue preparing for the future.

Haruhiko Kuroda
President
Asian Development Bank 



Acknowledgments

The Asian Development Outlook 2011 Update was prepared by the staff of 
the Asian Development Bank from the Central and West Asia Department, 
East Asia Department, Pacific Department, South Asia Department, 
Southeast Asia Department, Economics and Research Department, as well 
as the resident missions. Representatives from these departments and the 
Office of Regional Economic Integration constituted a Regional Economic 
Outlook Task Force, which met regularly and coordinated closely to 
develop consistent forecasts for the region.

The authors who contributed the sections are bylined in each chapter. 
The subregional coordinators were Tatsuji Hayakawa for Central and 
West Asia, Jörn Brömmelhörster for East Asia, Tadateru Hayashi for 
South Asia, Jin Cyhn for Southeast Asia, and Christopher Edmonds for 
the Pacific. 

A team of economists from the Economics and Research Department, 
led by Joseph E. Zveglich, Jr., Assistant Chief Economist, Macroeconomics 
and Finance Research Division, assisted by Edith Laviña, coordinated 
the overall production of the publication. Technical and research 
support was provided by Shiela Camingue, Cindy Castillejos-Petalcorin, 
Gemma Esther Estrada, Nedelyn Magtibay-Ramos, Pilipinas Quising, 
Aleli Rosario, and Lea Sumulong. Michael Alba, Richard Niebuhr, and 
Anthony Patrick as the economic editors made substantive contributions 
to the theme chapter, country chapters, and other parts of the book.

The style and manuscript editing was done by Jonathan Aspin. 
Elizabeth E. Leuterio was responsible for typesetting and data linking, 
as well as graphics generation in which she was assisted by Maria Susan 
Torres. Art direction of the cover design was by Anthony Victoria, with 
artwork from Design Muscle. Lagrimas Cuevas, Elenita Pura, and Rhia 
Bautista provided administrative and secretarial support. The publication 
would not have been possible without the cooperation of the Publishing 
and Dissemination Unit of the Department of External Relations and the 
Logistics Management Unit of the Office of Administrative Services.

Ann Quon, Omana Nair, and Sean Crowley of the Department of 
External Relations planned and coordinated the dissemination of the 
ADO 2011 Update. 

Changyong Rhee
Chief Economist
Economics and Research Department



Definitions

The economies discussed in Asian Development Outlook 2011 (ADO 2011) Update are classified by major 
analytic or geographic groupings. For purposes of ADO 2011 Update, 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 is composed of the 44 developing member countries of the Asian Development Bank 
and Brunei Darussalam, an unclassified regional member. 

•	 Central Asia covers 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 is made up of the Islamic Republic of Afghanistan, Bangladesh, Bhutan, India, Maldives, 
Nepal, Pakistan, and Sri Lanka. 

•	 Southeast Asia refers to 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 United States dollars. 
ADO 2011 Update is generally based on data available up to 2 September 2011. 



Acronyms and abbreviations

ADB Asian Development Bank
ASEAN Association of Southeast Asian Nations
bpd barrels per day
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
PRC People’s Republic of China
US United States
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