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PREFACE
The economies of Asia and the Pacific recovered strongly in 2010 from the 
depths of the “Great Recession” of 2008/09 but they face fresh challenges 
in 2011. These include rising inflationary pressures, the return of food and 
fuel crises that are threatening hard-won development gains, sluggish recovery 
in the advanced economies, and a deluge of short-term capital flows that 
are causing volatility in capital markets and other problems. Furthermore, the 
devastation wrought by the recent earthquake and tsunami in Japan provides 
another stark reminder of the region’s vulnerability to natural disasters. These 
challenges pose significant downside risks to an otherwise robust growth 
outlook as the region emerges as the growth pole of the global economy. 

The key immediate challenge is to address rising food prices that are 
threatening to seriously undermine the process of poverty reduction. ESCAP 
projections reported in the Survey 2011 suggest that as many as 42 million 
more people could remain in poverty in 2011 as a result, in addition to 19 
million already affected in 2010. The challenge has to be addressed through 
a combination of policies at the national, regional and international levels 
including tariffs and tax policies, regulation of hoarding and speculative activity 
in food commodities, disciplining the conversion of food into biofuels, using 
buffer stocks in a countercyclical manner, and protecting vulnerable households 
through targeted subsidies. In the medium term, it is critical to increase food 
supply by paying greater attention to agriculture and rural development and 
to foster a new green revolution based on sustainable agriculture. 

Another fundamental challenge for the medium term will be to boost 
domestic and regional sources of demand to sustain growth and reduce 
global macroeconomic imbalances. For that purpose, consumption can be 
boosted through the creation of employment for men and women and by 
strengthening social protection programmes, including the establishment of a 
minimum social floor. In the case of investment, funds should be directed to 
narrowing development gaps within and across countries, which are particularly 
large in the area of infrastructure. 
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The Asia-Pacific region is already moving towards exploiting the potential of regional economic integration 
for sustaining its dynamism. This is reflected in the rising shares of intra-regional trade and intra-regional 
foreign direct investment flows, and in improvements in connecting the region through transport, energy 
and ICT networks. However, much more can and should be done. 

On the trade front, the region could leverage its regional trading arrangements so that they become building 
blocks for the creation of a seamless, broader and unified Asia-Pacific market. In light of the large trade 
complementarities across subregions, a broader approach to regional integration which focuses not just 
on deepening integration within subregions but also in fostering trade links across subregions would be 
fruitful. Promoting cooperation in energy security, strengthening transport connectivity covering not only its 
hard but also its soft dimension viz. trade and transport facilitation, and developing mechanisms for the 
financial intermediation between the region’s huge savings and its equally huge investment needs are also 
key areas which should receive a high priority in the region’s policy agenda.

Last but not least, for the benefits of regional integration to truly contribute to a more inclusive and 
balanced pattern of economic growth, special attention should be paid to the development of the least 
developed countries of the region. The Survey argues that a critical reason for their slow progress is their 
poor productive capacities, which do not allow them to take advantage of emerging opportunities in the 
region and beyond. These countries need to be assisted in building capacities-- not only to produce more 
of the same but to produce and trade new and more sophisticated products. The Survey argues that 
productive capacities can be built through a process of strategic diversification by the combined efforts of 
the State and the private sector,  with a supportive role played by development partners, and it outlines 
a policy agenda for such an effort in the context of the forthcoming United Nations Conference on Least 
Developed Countries. 

In sum, the Asia-Pacific region emerged from the global financial crisis as a growth driver and anchor of 
stability of the global economy. It now has the historic opportunity to rebalance its economic structure in 
favour of itself to sustain its dynamism with strengthened connectivity and balanced regional development 
and make the twenty-first century a truly Asia-Pacific century. The 2011 edition of the Survey reviews some 
of these issues and policy challenges. I hope that it will help shape the policy debate in the region.
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