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FOREWORD

This issue of the Bulletin on Asia-Pacific Perspectives provides an assessment
of the most recent developments in the global economy and their impact and
implications for various economies or groups of economies within the ESCAP region.
A more detailed review is undertaken in the annual Economic and Social Survey of Asia
and the Pacific, published in April.  The assessment benefited greatly from the
collective wisdom of eminent persons from 14 member countries of ESCAP as well
as other international organizations.

The mid-term review comes at an ambivalent time in global and regional
development.  Following a brief global downturn in the latter part of 2001, the strong
signs of resumed growth in the earlier part of this year generated considerable
optimism, which then started to dissipate somewhat in the wake of several adverse
developments in mid-2002.  Nevertheless, economic growth in the ESCAP developing
region during this year was generally stronger than in 2001, a welcome out-turn that
embodied both external and domestic economic stimuli.

The dynamics of global and regional interdependence remains the focus of the
shorter articles in the Bulletin.  These articles provide a perspective on some of the
major policy challenges in ensuring stable and equitable economic growth and
social development in the ongoing management of constant change.  This issue of the
Bulletin is thus an integral part of the concerted efforts that are being made to enhance
the role and relevance of the secretariat in the ESCAP region.

Finally, I wish to put on record my deep appreciation to the eminent persons
who so generously gave of their time in support of our work in the secretariat and
to the high-level experts for their written thoughts and perspectives on major issues
of concern to us all.

Kim Hak-Su
Executive Secretary
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1

OVERVIEW

T he first few months of 2002 were characterized by a sense of opti-
mism as most observers felt that the world economy and much of

the ESCAP region, despite experiencing a series of major shocks, had
nevertheless displayed remarkable resilience.  In the United States of America,
the world’s largest economy, following a brief downturn in the last quarter of
2001, growth had resumed in the first quarter of 2002 at a seemingly brisk
pace aided by supportive monetary policies.  Although the European Union (EU)
failed to match the United States in dynamism, Japanese GDP grew
marginally in this period.  There was a growing consensus that strong
growth in the United States would translate itself into faster world trade
growth as the year progressed, with beneficial effects for the developing
countries generally and, more specifically, growth in the ESCAP region.
Overall, the signs until well into the second quarter of 2002 suggested that
the global economy had recovered smartly after one of the shortest and
shallowest downturns in recent economic history.

Within a matter of weeks, towards the middle of the year, optimism was
largely dissipated.  The succession of major corporate accounting frauds and
bankruptcies in the United States, together with a lack of evidence that
corporate earnings were recovering in line with the apparent strength of the
United States economy, severely undermined confidence in United States
stock markets and, indeed, in stock markets across the globe.  Closer
scrutiny of United States first quarter data revealed that the numbers under-
lying the seemingly strong pace of GDP growth reflected an inventory rebound;
there was little evidence of a significant upturn in hitherto-depressed corporate
capital expenditures.  These misgivings turned to alarm when it became known
that the United States economy had actually grown at a listless 1.3 per cent
annual rate in the second quarter of 2002 and first quarter growth was revised
downwards.  More seriously, revisions to 2001 data showed that, contrary to
what had been announced earlier, the United States economy had actually
contracted for three quarters in 2001 before recovering in the fourth.
Overall growth for 2001 was consequently revised from 1.2 per cent to a
mere 0.3 per cent for the United States, its worst performance since 1991.

GLOBAL AND REGIONAL ECONOMIC
DEVELOPMENTS: IMPLICATIONS

AND PROSPECTS FOR THE ESCAP REGION1

The optimism in
early 2002 had

dissipated
by mid-year

I

1 Prepared by Shahid Ahmed, Economic Affairs Officer, Development Research and
Policy Analysis Division, ESCAP.
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