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1. National Accounts, Revision in PPP, and Economic Growths
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System of National Accounts in Asian Countries
—SNA 2008 was introduced in 8 countries in Asia until 2014.

* Implementation of the 1968,
the 1993, and the 2008 SNA

» Most Asian countries are
currently 1993 SNA compliant
(partly or fully), but 6
economies (Fiji, Hong Kong,
India, the Philippines, Malaysia,
and Korea) introduced the 2008
SNA until the publication of
Databook 2014. In 2014, it was
introduced in ROC and
Mongolia.

» In the 2008 SNA compliant, the
availability of the backward
estimates are very limited in
some countries.

» To develop a long-term
database covering the APO
member countries, it is required
to use the national accounts
based on the 1968 SNA.

» Thus, for the purpose of
international comparisons with
harmonized estimates, the
national accounts variations
should be reconciled.
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Source: APO(2014) APO Productivity Databook 2014.
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Revision in Size of the Asian Economy
—New estimates of PPP revised the sizes of regional economies.

e Regional GDP Sizes of Asia, EU, and the US, 1970-2012

» Regional GDP sizes are revised in the Databook 2014, mainly due to the revision of PPPs from the 2005 ICP
Round to the 2011 ICP Round.

By this revision, the relative size of Asian23 economy increased by 21% in 2011.

Y VYV

The Asian economy overtaken the US economy in 1982 (revised from 1990 in the past estimates).

A\

The Asian economy is 2.3 times larger than the US economy in 2012 (revised from 1.9 times in 2011).

Databook 2013 (based on the 2005 ICP Round) Databook 2014 (based on the 2011 ICP Round)
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Source: APO(2014) APO Productivity Databook 2014. 6
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Revision in Price Levels of Asian Countries
—The exchange rates under-represent the relative purchasing power.

I Australia
* Price Level Indices in 2011 B Japan
2 iR Korea
» The new benchmark PPPs for most of the e | Singapore
Asian countries are lower than the PPPs 4 - Hong Kong
suggested by their extrapolated equivalents v — Qatar
from the 2005 ICP. o Kuwait
> This revision resulted in raising the relative ff8= ;‘;:key
sizes of the economy; e.g. Myanmar (47%), o e—— Brunei
Indonesia (45%), Mongolia (36%), Lao PDR i E— Bahrain
(35%), Pakistan (34%), Nepal (31%), Sri Lanka o P China
(31%), India (24%), China (16%), and so on. = m ICP2011 roc
» Impact of the revisions in the mature Asian © ——r— Saudi Arabia
i = Malaysia
economies (Jgpan, Hong Kpng, ROC, ‘and = ICP2005 -
Korea) are minor, except Singapore (increased . _J _ (extrapolated  Mongolia
by 16%). = e for 2011) Philippines
_ . . . S Indonesia
> 9 Per capltg GDP in Singapore oyertook‘Japan o e— hailand
in 1980 (revised from 1993 as estimated in the o Sri Lanka
Databook 2013) and the U.S. in 1992 (revised < Nepal
from 2004)... Is this a true picture? e, Cambodia
o Vietnam
o e India
e Bangladesh
© " Lao PDR
7 e Myanmar
T Pakistan
-100 -50 0 50 100

Price Level Indices of GDP, 2011

-Ratio of PPP to exchange rate (reference country=US) 7
Source: APO(2014) APO Productivity Databook 2014.
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Asia in the World Economy
— Asia contribute 41% of world output in 2012.

e Economic growth and country contributions,
1970-90 and 1990-2012 EU27

194
» Asian growth has been outperforming the West .

over the past two decades.

» China and India have emerged as the driving force
propelling Asia forward during 1990-2012,
accounting for 45% and 16% of regional growth.
Indonesia is at the 3" position.

» The disconnect between the 2008-2009 financial
crisis and the emerging countries growths is new
important feature of the global economy.
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Industry Origins of Asian Growth

— Expansions of manufacturing and the

derivative services are significant.

* Industry contributions to Asian economic

growth, 2000-2012.

» Asian economy grew by 6.0% annually in 2000-2012,
compared to 1.7% and 1.1% in the U.S. and EU27.

> A total of 29% of Asian economic growth originated
from the expansion of its manufacturing sector, two-
thirds of which was accounted for by China.

» The top four industries in terms of contributions to
regional growth were manufacturing (29%), wholesale
and retail trade (15%), community, social, and personal
services (14%), and finance, real estate, and business

activities (13%).

» Roughly, half of the economic growth was originated

to the expansion of manufacturing.

Source: APO(2014) APO Productivity Databook 2014.

3. Manufacturing (28.7%)

R
?H"’*..g
Vats

1 7 13 - 51 i A%
i y i | f i ¥
0 5 0 15 20 25 3
China ndia Korea mm Indonesia = Japan Rest of the world

6. Whiolesale and retall trade, hotals, and restaurants (14.5%)

& aa 0% 08 04 a
T
[ 8 1 1=
n nd ndonesia ran Saudi Arabia F f thee workd

9. Community, social, and personal sendces (14.3%)

73 o 12 - in

T T T T T T T T
i ? 4 6 : s ?

China India Japan mm Indonesia mm Korea Rest af the world

8. FInance, real estate, and business activities (13.4%)

China ndia ran ndoresia Korea Rest of the workd

7. Tranzport, storage, and communications (9.6%)

n nd nodonesia - F o workd
5. Construction (519
14 as - a3
r i i T T i T
3 4 13

China ndiz ndonesia B Zaudi Arabia I [ran Rest of the workd

1. Agriculture {56%)

China ndia ndonesia M Pakistan I Iran Rest of the workd
2. Mining (5.09%)
o 02 o
T T T T T T 1
0 1 2 3 4 5 B
China Saudi Arabia Qatar Fuwait rdia Rest of the workd

4. Electricity, gas, and water supply (2.6%)

14 o3 o1 anon o4

China India Iran Korea Thailand Rest of the workd



rQ.::

X
e

2. Productivity Gaps and its Sources, 1970-2012

10

QRS
K
ata

L
25

X

¢S

X

)
4



RS
{} E:‘a»:"’ )
AP e

Labor Productivity Gap of Asian Countries
—There is ample room for catch-up for developing Asian countries.

e Per-Hour Labor Productivity Gap in 2012

Labor productivity gap in 2012 Singapore)
» Most Asian countries are clustered around relative to Japan
Japan’s level in the 1950s and early 1970s 1:2 7 Uapan’s level in 2012=1.0)
(10%—-30% of Japan’s level today) 114 Japan (1885-2012) Flong Kongo
> There is ample room for catch-up and sound | | ROG
policies may enable them to increase a speed
to catch up. 0.9 -

» What Japan had achieved in the 21 years from o3 -
1970 to 1991 (30-70% of Japan’s level today),
Hong Kong, the ROC, and Korea managed to
achieve in 15, 16, and 17 years, respectively. ¢ -

0.5 -
1970 1980 1990 2000 2010
| 1970 | | 1991 | | Japan (21) 0.4 4 Sri Lanka
1977 1992 Hong Kong (15) 03 - Thailand
1984 2000 ROC (16)

1995 2012 Korea (17) 0.2 1

o Cambedi Bangladedn Vietnam pakistan
0.0 T T T T T T T T T T T T T

1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010

Sources: For historical data of Japan, the sources of GDP are Long-Term Economic Statistics by Ohkawa et al. (1974) during 1885—
1954 and the JSNA by ESRI, Cabinet Office of Japan, during 1955-2012 (including author adjustments). Hours worked data is based
on KEO Database during 1955-2012. During 1885-1954, the average hours worked per worker are assumed to be constant. For the
labor productivity level of Asian countries in 2012, it is based on the APO Productivity Database2014 (ver.01). 11

Source: APO(2014) APO Productivity Databook 2014.
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Labor Productivity Performances: Past Four Decades
— Asia’s productivity growth has been accelerated in the 1990s and the 2000s.

» Per-Worker Labor Productivity Growths, 1970-1990, 1990-2000, and 2000-2012

» ALP growths in ROC, Korea, and Hong Kong peaked in 1970-1990, then slowed down.
» ALP growths in Malaysia, Thailand, and Singapore peaked in the 1990s and were slowed down in 2000-12.

» Myanmar, Mongolia, Iran, and India changed gears in 2000-12.
» Asia23’s ALP growth records 4.5% annually in 2000-12, compared to 3.3% in 90-2000 and 2.2% in 1970-90.
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Capital Input and Economic Growth
— Main engine of the economic growth is capital input.

e Sources of Economic Growths in Asia and OECD
(GDP growth, 2000-2011)

Countries, 2000-2011 10% ® China
» Contributions of capital input are the most significant not 9%
only in developing Asian economies, but also in mature 8% Mongolia . India
Asian and OECD countries. (see the right figure) 7% » ¢ ® Vietnam
. .. . . ingapore
> Akey to improve labor productivity is an accumulation of 6% . LBa”Q'adegh 6 i
o . ri Lan
assets, which embody the past technological changes. 5% ‘o o |ndones.ﬁ/| _—
¢ Pakistan Thailand °
0 4% @ °® PhlllpplﬁsKorea
10% ‘9.9% Aut HO”Q Kong ROC
9% B L abor WEEECapital W TFP Output 3% eland  Canada United
leanSwederb% Kinadom
204 ew Zealand ° %m
8% 73%  7.2% ® ® g.SanerIan &“ Py ®— Us
° @ Bel
204 b o [: 7.0% 1% Fiji GermanyAusmaF Bl ._N%tglaerglands
6% 5Wi }7% }5% 5:3% o 0% 20% 40% 60% 80%
_ 52% 479 ; LT Lo ’ .
50 N }e% 4% 419 419 (contribution of capital input to growth, 2000-2011 )
= Z / }3% 3.8%
4% o
}/ 2.5%
3% i Lo%
. 2% TS 186 17% 170 1ev1s% 5%
2% O e e L e 12/° 755
/ -\‘ I -,L / / 0.7% 0.7% 0.4%
ITHHB T
0% : - o eak ! = g
-1%
1+ 1] o = o (<) ] © o] [%] c o] 157 o [1+] o] o] o © o o] o] 5] wn = n [} > X [ >
£ 8888 f8efEEEECsEEEEREESESESEE SRS
o - 2 B8 = s 3 5§ £ g% 3 X ¥® g2 g 85 9 = F 2 > < f E £ S
s > 2 S 5 B = Z & F g T -3 ° v g @ £ & A&
m o I g [} zZ

Sources: APO Productivity Database 2014 (ver01) for APO member countries and China and the US; OECD Stat for OECD countries (except Japan and Korea).
The ending years are different: Australia and Portugal are until 2010 and the UK is until 2009. 13
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Capital Deepening

—E

conomic growths has involved capital deepening in all countries.

e Capital Deepening, 1970-2012, 1970-1990, and 1990-2012

» “Capital deepening” is an increasing in capital intensity (defined as the capital stock available per hour
worked; Z/H).

» In 1990-2012, China, Vietnam, India, Indonesia, and Thailand moved up to occupy the top spots, while
Singapore and Japan stepped down in the rankings.

» The capital deepening is still very moderate in Pakistan, Fiji, Iran, the Philippines, and Sri Lanka.
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Gross Fixed Capital Formation

Investment Share in GDP, 1970-2012
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» Investment share has decreased in Japan and Asian
Tigers. At present they are 20-30%.

China invest half of GDP and Mongolia invest more than
60% recently.

>

» Indonesia could recovery the level before the Asian
financial crisis, although Malaysia and Thailand could not.

>

Pakistan, Fiji, Bangladesh and the Philippines invest less
than 20% of GDP.

Bangladesh China
e Fiji India

Iran Mongolia
= == Pakistan

1970 1975 1980 1985 1990 1995 2000 2005 2010

oty

0.70 = ROC Hong Kong

Korea Singapore
0.60

=== Japan — S

0.50

0.40

0.30

0.20

0.10

0.00
1970 1975 1980 1985 1990 1995 2000 2005 2010

0.70

Indonesia =———Malaysia
0.60 = Philippines Sri Lanka

=== Thailand

Vietham
0.50

0.40

0.30

0.20

0.10

0.00
1970 1975 1980 1985 1990 1995 2000 2005152010

Source: APO(2014) APO Productivity Databook 2014.



)

ApD

Decreasing Rate

of Return

* Ex Post Real Rate of Return, 1970-2012

» The real rate of return has been considerably
decreased in ROC and Korea.

» At present, higher rate of return may be expected
in Malaysia, Indonesia, the Philippines, Iran, Sri
Lanka, Thailand, and Vietnam.

» Still small rate of return in Fiji and Pakistan.

0.50 Bangladesh China
e Fiji India

0.40 Iran Mongolia
=== Pakistan

0.30

0.20

0.10

0.00

1970 1975 1980 1985 ¥199
-0.10

-0.20

-0.30

) 1895 2000 2005 2010

&
L2
;E:g A%

Hong Kong

0.45 ——ROC
Korea Singapore
0.40 === Japan — S

0.35
0.30
0.25
0.20
0.15
0.10
0.05

0.00
1970 1975 1980 1985 1990 1995 2000 2005 2010

0.60 Indonesia == Malaysia
0.50 Philippines Sri Lanka
0.40 Thailand Vietnam

0.30

0.20

0.10

0.00

1970 1975 1980 198
-0.10

1990 1995 2000 2005 2010

-0.20 16
Source: APO(2014) APO Productivity Databook 2014.
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Business Environment in Asia

e Business Environment Ranking, 2014-18

» Based on the Economist Intelligence Unit’s ranking (covering 82 countries), Bangladesh (69th), Pakistan
(74th), and Iran (81th) are in the bottom 10 percent.

Country Global ranking  Change from Country Global ranking  Change from
2014-2018 ranking 2009- 2014-2018 ranking 2009-
2013 2013

Singapore 1 («1) Saude Arabia 41 (K45)
(Switzerland) 2 («2) (Brazil) 43 (r41)

omE e 3 (€3) Turkey a4 (K48) Source: The Economist Intelligence Unit (2014)
(Canada) 4 (K7) Kuwait 45 (£39) Business Environment Rankings — Which country is

Australia 5 (¢5) (Bulgaria) 46 (R47) best to do business in?.

(Sweden) 6 (z4) (Italy) 48 (z42)

USA 7 (K8) China 50 (£49) Note: The EIU’s business rankings model examines
(New Zealand) 8 (R11) Philippines 53 (¢51) ten separate criteria or categories, covering the
(Finland) 9 (£6) (South Africa) 54 (£52) political environment, the macroeconomic
(Denmark) 10 (£9) Indonesia 56 (R58) environment, market opportunities, policy towards
(Germany) 12 (£10) India 57 (R61) free enterprise and competition, policy towards

ROC 14 (R16) Vietnam 59 (R60) foreign investment, foreign trade and exchange
(Netherlands) 16 (¢12) (Russia) 60 (¢59) controls, taxes, financing, the labor market and

Malaysia 19 (K24) Sri Lanka 61 (K65) infrastructure. Each category contains a number of

Qatar 21 (€21) (Greece) 62 (£53) indicators that are assessed by the EIU for the last
(France) 23 (¢18) (Egypt) 68 (¢62) five years and the next five years. The number of
(Spain) 25 (K.26) Bangladesh 69 (R71) indicators in each category varies from 5 (foreign

Korea 26 (£25) (Argentina) 70 (£63) trade and exchange regimes) to 16 (infrastructure),

Japan 27 (€27) Pakistan 74 (¢72) and there are 91 indicators in total. Each of the 91

UAE 30 (©29) (Nigeria) 76 (&76) indicators is scored on a scale from 1 (very bad for
(Mexico) 32 (€32) Iran 81 (<81) business) to 5 (very good for business).

Thailand 34 (K38) (Venezela) 82 («z74)

Bahrain 35 (33)
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FDI inflows in Asian countries
—Improvement of Business Environment attracts FDI.

FDI Inflows/GFCF, 2010-2013

* FDI inflows to GFCF, average of 2010-2013 5
» FDI Inflows to GFCF are high in Hong Kong

(137%), Singapore (91%), Mongolia (78%). . ®| Vietnam
» For further development, improvement of
business environment is required especially in
South Asian countries and Iran. 15 ® Mylaysia
137 .
140 @ Bahrain | @ Australia
m FDI Inflows/GFCF,2010-2013 Kuwait
120 10 ® e uAE
® Thailand
® Turkey
100 91 . ® Indonesia
5 Paklsgan @ o @ Philippines
80 78 SriLanka “|ndia
PY o .Korea
I:an Bangladesh China .Oitar
60 ROC
48 0 ® Japan
40 2 4 6 8 10
Business Environment Rankings Score, 2014-2018
21
20 1313 13 0o oo
8 8 7 5 5 5 5
ERREEER
0
I E TP SSEErYELS 79 33898058 F3¢s
8838 3332535225 M558 5zF3ag " HEOS
X o 2 g 732 3 5=z>» 0" 3 < 2 2 8 2 &
S & ® 5 2R »og D 5 3 & 2
Q o n >
QD

Sources: United Nations Conference on Trade and Development (UNCTAD), World Investment Report 2014; The

Economist Intelligence Unit (2014) Business Environment Rankings — Which country is best to do business in?. 18
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TFP growth

— Asian countries could gain a large backwardness advantage.

e TFP growths, 1970-1990, 1990-2000, and 2000-2012

» Role of TFP growth is more important in the growths of more

w

N

[EEN

2 APV
KRS

(GDP growth, 2000-2011 )
% ® China

economically developed countries. (right figure) 9%
> Asian countries could gain much higher TFP growths: 4.0% in Mongolia, &% India
3.7% in China, 2.9% in India, 2.2% in Sri Lanka and Thailand. 7% ® Vietnam © @ Mongolia
» Improved in 12 countries from the 1990s to the 2000s: e.g. Mongolia(- 6% & Bagisdedn Singapore
0.1%—>4.0%), India(1.7%—>2.9%), Thailand(-0.1%->2.2%) , Indonesia(- 504 . St Lanka
0.6%—>1.8%) Malaysnaq,, pakistan Thailand
0
» Deteriorated: China(5.1%-3.7%), Vietnam(3.8% —>1.5%), Sri 4% Ph"'Pp'”es ® oc Hong Kong
Lanka(3.1% >2.2%) o0 S g o
204 “G N-ew ZeaEndo nggomoc.eSWAegSet?ia
s 1970-1990 1990-2000  m2000-2012 lop SN @ "o Cus M AR
France Fiji Y e
0% Netherlands
- 38 0% 20% 40% 60% 80% 100%

3.7

<
o
0
-
o

o
o

I

2

Mongolia
China
India

Sri Lanka
Thailand

-0.5

Hong Kong

31
29 28
26
22 2.2
1.8 18
15
1.1 I 11 I

-0.1

Indonesia

(TFP contribution to growth, 2000-2011)

1.8

1.6 1616

1.6 17
0.8 0.8 09
I I I 01I -
-

Korea
Iran
Vietnam
ROC
Malaysia
Singapore
Fiji

usS

Japan

Philippines
Pakistan
Bangladesh

19

Source: APO(2014) APO Productivity Databook 2014.
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Similarity in Industry-Level TFP Growths

— Positive correlations of TFP growth rates between the US and Japan in the long run.

(0.02) 0.00 0.02 0.04 0.06 0.08 0.10 0.12

1.Agriculture, Forestry, Fishery
2.Coal Mining

3.0ther Mining

4.Construction

5.Foods

6.Textile

7.Apparel

8.Woods and Related Products
9.Furniture and Fixture
10.Paper and Pulp

11.Printing and Publishing
12.Chemical Products
13.Petroleum Refining

14.L eather Products

15.Stone, Clay, Glass
16.Primary Metal

17.Metal Products
18.Machinery

19.Computers
20.Communications Equipment
21.Electronic Components
22.0ther Electrical Machinery
23.Motor Vehicles

24.0ther Transportation Equipment
25.Precision Instruments
26.Misc Manufacturing
27.Railroad Transportation
28.Water Transportation

29.Air Transportation

30.0ther Trans and Storage
31.Communications
32.Electricity

33.Gas Supply

34.Wholesale and Retail
35.Finance and Insurance
36.Real Estate
37.Education
38.Research
39.Medical Care
HUS MJapan 40.0ther Services

* TFP growths by Industry during 1960
2000 in the U.S. and Japan

» A TFP growth seems industry specific.

» To foster TFP, the industry structure is important.

L

0.04
Japan

0.03 »

- Q % u.s.

-0.015 —0.%1 -0.008 0 0.005 0.01 0.015 0.02
([ ]

-0.0®

-0.02

: l|rlrr'rr|lr-[||r‘|rr-'rr B Ml

Source: Jorgenson and Nomura (2007) Industry Origins of the 20

U.S.-Japan Productivity Gap, Economic Systems Research, 19.
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Role of Manufacturing in TFP Growth

— Positive correlation between TFP growth and manufacturing’s share in GDP.

 TFP growth during 2000—
2012 and the value-added
share of manufacturing in
2012.

» Mnf-share in most Asian
countries ranges 15—-30% in
2012.

» Higher share of
manufacturing caused higher
TFP growth.

» Large potential to take TFP’s
benefit in lower wage
countries.

(TFP growth, 2000-2012)

4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

0%

Mongolia
g.

® Hong Kong

5%

A0
OGO
® China
India
o}
° e Thailand
Sri Lanka
e Indonesia e Korea
€ Philippines
o @ -
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" \ietnam ) . SO
US  Fijie .
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€ Bangladesh
10% 15% 20% 25% 30% 35%
(value added share of manufacturing, 2012)
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Large Diversity in Wage Differentials

Bl 6L

—The labor cost (relative to capital) in China increased rapidly since 2008.

4 o S Crvosa | (hewndsofusaole) e Ayerage wage per worker (employees) and value
6.4 Nepal JI 3 . .
E.... BV added share of manufacturing in 2012.
e o - > The wages in less developed countries are still 10-20% of
i —— T I those in Asian Tigers.
Indonesia 5
" = i : . » Companies increasingly shift production to countries with
cs N Mongola M lower wage from China, in which the wage rate increased
1 I china Il o rapidly since 2008.
201 I Thailand [l 7
170 Srilanka [l 8
255 Malaysia [l o 1970=1.0
152 Bahrain [ u L LT T T L LT PR PR TP PR
s ran [ 12 —— China
105 [ Oman [ 122 35 ROC
161 [ Fiji [ 12 — Hong Kong
174 Turkey I 12 30 - — Korea
98 [ SaudiArabia [N 23 )
R — e s T Singapore
6 I Roc NN 2 = Japan
100 N Qatar [N
203 IS Singepore N
1s [ Hongkong — TO e e e T
EU27 I
Euls I
s Japan L o i LL R LR LR R TR R PR R e s g Y ey P TERLY)
e N us I
71 Australia [ 0 I I I [ [ I I I
1970 1975 1980 1985 1990 1995 2000 2005 2010

40.0030.0020.00 10.00 0.0

Value added share of mnf,
2012

Average Wage per Worker (Employees),
using average exchange rate, 2012

o

20 40 60 80

Price of Labor Relative to Capital (pL/pK) in China, Japan, and the
Asian Tigers, 1970-2012
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Source: APO(2014) APO Productivity Databook 2014.



e

‘AP

Job Creation in Manufacturing
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— Expansion of manufacturing creates jobs only in less developed countries.

Growthof .~
Employment in Mnf

e Growths of Output and
Employment in Manufacturing,
1970-2012.

» Japan and US already moved from ; 'J

the 15t dimension (output growth
With job Creation) to 4th dimension .............. ] ................................... ....................
(output growth with lesser jobs)
» Korea and ROC are going to move to
the 4 dimension. o S -
» Hong Kong belonged to the 3™
dimension, for higher growth. e b B
» China, Indonesia, Singaporer and ]B OO ST
Thailand still in the 15t dimension. e i Mk
> In South Asian countries, expansion | T/
of manufacturing may induce job —— China
creation and TFP gain. o e
B Ao A . Tl‘a?land
4 B ..............................................................
2 _mco\v ............................................ e
. ‘iEr:W:r' of
o i 9%0s ; GOP nrrI
0 5 10 15 20 25%

...................... ‘ ’D".."[ HoF
GDPin Mnf !
T ]
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—e— lran
—e— Pakistan

Srilanka ¢

3 e A A
S
2 gl e
1t TN e N i 1RB0E
- : : Growth of GDPin Mnf :
Y i T T T
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Average annual growth rates of GDP at constant prices and number of employment 23

Source: APO(2014) APO Productivity Databook 2014.
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Industry Origins of Labor Productivity Improvement
— Mnf has a main role, but industry contributions differ among regions.

* Industry contributions to labor productivity improvement in Asia, 2000—-2012.

» Less contributes may illuminate structural problems. (wholesale, retail, hotels, and restaurant in
CLMV; other services in CLMV and ASEANG; Agriculture in South Asia)

1.0

0.8

0.6

0.4

0.2

0.0

1.0

0.8

0.6

0.4

0.2

0.0

Asia (29 countries) (4.5%)

Other services, 11%

Finance, real estate and business activities, 16%
Transport and communications, 10%
Wholesale, retail, hotels and restaurant,...

Electricity, gas and water, 3%

Manufacturing, 30%

Mining, 6%
Agriculture, 13%

ASEANG (4.3%)

Other services, 1%

Finance, real estate and business activities, 20%

Transport and communications, 17%
Wholesale, retail, hotels and restaurant,...
Construction, 2%

Electricity, gas and water, 3%

Manufacturing, 35%

Mining, 2%
Agriculture, 9%

1.0
0.9
0.8
0.7
0.6
0.5
0.4
0.3
0.2
0.1
0.0
(0.1)

1.0

0.8

0.6

0.4

0.2

0.0

South Asia (4.3%)

Other services, 19%

Finance, real estate and business activities, 27%
Transport and communications, 15%

Wholesale, retail, hotels and restaurant,...

Electricity, gas and water, 2%
Manufacturing, 22%
Mining, 2%
Agriculture, -5%
CLMV (4.2%)
Other services, 3%

Finance, real estate and business activities, 2%
Transport and communications, 13%
Wholesale, retail, hotels and restaurant, 3%
Construction, 4%

Electricity, gas and water, 6%

Manufacturing, 31%

Mining, 5%

Agriculture, 33%
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Energy Consumption and CO2 Emission
—To produce 40%, more than half of World CO2 is emitted in Asia.

2

e Shares of Asia in the World Production, Energy Consumption, and CO2 Emission, 2011.
» In Asia, 40% of production, 43% of energy consumption, and 51% of CO2 emission.
» InUS, 20% of production, 17% of energy consumption, and 16% of CO2 emission.
» InEU, 20% of production, 13% of energy consumption, and 11% of CO2 emission.

World Production (2011) World Energy Consumption (2011) World CO2 Emission (2011)

Sources: IMF, World Economic Outlook Database, April 2014; IEA, CO2 Emissions from Fuel Combustion 2013; IEA, Energy Balances of OECD
Countries 2013; IEA, Energy Balances of non-OECD Countries 2013; APO, APO Productivity Databook 2014.

25
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Energy Productivity

—Improving energy productivity is required for sustainably expanding economy in Asia.

Labor Productivity in 2011 (US dollars/hours worked)

* Sources of CO2 emission growth in 2000-2011. 20
» Output expansion is a main cause of expansion of CO2 emission,
but many countries could improve energy productivity (energy 60 *.-Us
saving).
. . . . . + Singapore
» However, increases in carbon intensity of energy were worsened in >0 Australis. ¢ EU1S ee
Vietnam, Bangladesh, Cambodia, Lao PDR, China.. 20 ., BV
+ R
» Itis required to promote diffusion of energy-saving and low- * B
carbon technologies, with improving labor productivity. 30 + Iran
== GDP - " Tk
. . 20 + Malaysia
B Carbon intensity of energy
12% 1o [ ] Enoezrgy intensity of GDP (Inverse of Energy Productivity) 10 . Chiﬁajgﬂ?&g’n Indonesia * ST Lanka. o
10% 879 Vietnart « Cambodid ' Bangladesh
0 5 10 15 20
8% Energy Productivity in 2011 (Thousands of US dollars/toe)
2.7%
6% 35% gy, 2% 2%
‘ 1.6%

4% 1.1%

i . 01% o105 06% O i

1l

N - . Bl Ee! =

= T am

= BEEE RS

-4%

-60/0 = < = < < x < o k=] < < < > 1+ [ c = [=)] (@) %} < = c (%) ~ L0
s £ 8 3 T 9o ¢ £ § s B ¢ & £ g § & § ¢ £ T T § S 8§ 3
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Sources: IEA, CO2 Emissions from Fuel Combustion 2013; IEA, Energy Balances of OECD Countries 2013; IEA, Energy Balances of non-OECD 26

Countries 2013; APO, APO Productivity Databook 2014.
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3. Economic Policies in some Asian countries
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GDP Level and Policy Challenges

5

B
0
RO

e Country Group based on the Per-capita GDP in 2012 and the Catch-up Rate in 1970-2012

Per capita Annual rate to catch-up to the US

GDP level to @) ()
the USin 2012 1%¢-<3% | 0%<-<1%

ROC, Kores,
Singapore

(L2) Malaysia,
Thaland furkey
India, Indonesia,
(1L(?9]6 <30 China Mongolia,
S1i Lanka, Vietnam
) Bangladesh,
Cambodia ~ LaoPDR Myanmar ~ Nepal
<10% .
Pakistan

Japan, EUT5,

Hong Kong Oman

(C4)
<0%

Bahrain, Brunej,
Kuwait, Qatar,
Saudi Arabia,
UAE, Australia

ran

Fi, Philippines

Policy Challenges

Improve efficiency in resource allocations

Make well-coordinated assistance program to raise SME
productivity (e.g., collective procurement assistance)
Develop cultural recreation infrastructure

Strengthen lifelong learning to increase flexibility

Increase high-skilled labor
Improve the quality of education
Improve productivity in SMEs (e.g., micro-finance)

Develop social infrastructure (health, higher education)
Foster Productivity in manufacturing

Create Jobs for sustainable poverty reduction

Improve livelihood infrastructure and environment (e.g., air
pollution, water supply, sewage, waste)

Protection of worker’s rights (e.g., pension system for informal

workers, labor law)
Foster productivity in agriculture (e.g., capital deepening)

Develop industry Infrastructure (e.g., transportation, logistics,
energy generation, electricity distribution)
Create a business-enabling environment (e.g., inflowing FDI)

Note: Per capita GDP is measured in GDP at constant market prices, using 2011 PPP. The annual catch-up rates are based on the
data during 1970-2012. The starting year for some countries are different due to data availability: Cambodia (1987-), the Lao 28
PDS (1984-), and Nepal (1974-). Source: Table 14, APO (2014) APO Productivity Databook 2014.
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Policy Challenges in India

€ National Manufacturing Competitiveness Programme

(NMCP)
* The National Manufacturing Competitiveness Council (NMCC) was set up 0.17 Manufacturing GDP share (%)
in September 2004. (http://nmcc.nic.in/) 016
e The main roles are 1) Enhance Government focus on manufacturing 015
competitiveness ; 2) Creating conditions for investment in and growth of
the manufacturing sector ; 3) Lowering the cost of manufacturing ; 4) 0.14
Investing in innovations ; 5) Strengthening education and training at all
levels; 6) Adoption of global best practices in manufacturing; 7) Right 0.13
market framework, competition and regulation ; 8) Issues relating to 1970 1980 1990 2000 2010

competitiveness in small and medium industries; 9) Competitiveness of
public sector manufacturing industries ; and 10) Infrastructure
development.

Source: APO Productivity Database 2014.v1,

& “Make in India”

e The Prime Minister, Shri Narendra Modi, launched the Make in India initiative
with an aim to give the Indian economy global recognition in September
2014.

* Designed to facilitate investment (E &1 &5 & LRZ49% 5| & L IT7%
&) . Foster innovation. Enhance skill development (“Skill India”). Protect IP.
And build best-in-class manufacturing infrastructure. =“THERE'S NEVER
BEEN A BETTER TIME TO MAKE IN INDIA.

o . BESEOKBEEBFREOEHILLEERD 520134 L INAL
Source: http://www.makeinindia.com/ (“Right to Fair Compensation And Transparency in Land Acquisition,
%englbaijitation and Resettlement Act, 2013”) 5L LG E N ES (254N
\ER S

-
78N 1N 0
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Policy Challenges in Mongolia

@ Major Mining Projects in Mongolia
* Tavan Tolgoi Project (Coal Mine) 2> kL3 A & 8k (tH Rz Kk
 Oyu Tolgoi Project (Copper Mine) A=t JLT A SR8k 1L (1 R &z KHR)

Coal production, min ton Copper /thous.ton/

70.0 - 3 .
B Oyu Tolgoi by capacity until 2007
m Tavan toigoi coal mine
60.0 1 12000
o Togrog nuur and Takhilt coal mine cR3
50.0 7 oOvoot tolgoi coal mine
mNariin sukhait coal mine
40.0
Bby capacity until 2007

NNNNNNNNNNNNNNNN

Source: Bayarmaa.B and Baasansuren.M (2014)

€ From enthusiasm to crisis

Thermal Coal CAPP Price Copper Price
51,65 USDist 289 USDAb
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Policy Challenges in Indonesia

€ “Nawa Cita” (Nine Priorities Agenda by
President Jokowi (Joko widodo), 2014)

1. (EBAH) To renew the state’s obligation to protect all people and provide
security to all citizens through the free and active foreign policy, national
security and the development of reliable national defense based on
integrated national interests and strengthening national identity as a
maritime nation.

2. (RZ)The presence of the government through a clean, effective,
democratic, and reliable governance, by giving priority and efforts to
restore public confidence in democratic institutions and continue the
consolidation of democracy through reform of the political party system,
electoral and representative institutions.

3. (Hhigi#t %) To build Indonesia from its periphery; to strengthening the
rural areas within the framework of a unitary state of Indonesia.

4, (GEDHEIL) To reject a weak state by reforming the system through
corruption-free dignified, and reliable law enforcement.

5.  (EFEDEHRE)Toimprove the quality of Indonesians by improving the

quality of education and training through “Smart Indonesia” program and

increasing Indonesia’s social welfare and health through the “Health
Indonesia” and “Prosperous Indonesia” programs. To encourage lan
reform and land ownership for the people in Indonesia by 2019.

6. (HEETM®E)Toimprove people’s productivity and competitiveness in
the international market so that Indonesian can move forward and stand
up with other Asian nations.

7. (#FBIBIL)To achieve economicindependence by moving the strategic

sectors to domestic economy.

8. (EE< A2 F)Torevolutionise the nation’s character through a policy of

restructuring the national education curriculum with advanced civic

education; to teach the history of the nation, the values of patriotism and

0.25

TosnrwT aTE
PRLAL e

AUETEALA

The world's largest archipelago, a name which aptly represents
its 17,000 or so islands which span more than 5000 km.

0.35

=——mining GDP share

0.3

manufacturing GDP share

0.15

0.1 ///
to love the country, as well as to build the passion and character to defend 0.05

the state through national education.

9.  (Z#k1%)To strengthen diversity and social restoration of Indonesia b
highlighting the policy of education for diversity and creating spaces o
dialogue among citizens.

0
1970 1980 1990 2000 2010

Source: APO Productivity Database 2014.v1,
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Policy Challenges in Vietnam

€ National program on “improving productivity and quality of products of Vietnamese
enterprises to 2020” (approved by Prime Minister’s decision No 712/QD-TTg) in May 21, 2010

* Objectives: a) Develop and apply a system of standards, technical regulations, management systems, models and tools to improve
productivity and quality, development of essential human resources to improve productivity and quality of products and

commodities; b) To create a marked improvement in productivity and quality of key products and commodities of the enterprises to
contribute positively to socio-economic growth of the country.

» Specific objectives (Period 2016—2020): e.g. To contribute to raise the proportion of the productivity to general factors (TFP) in
gross domestic product growth (GDP) to at least 35% by 2020.

@ National program on “Increasing
Productivity and Efficiency” under the No

' Low scenarios T High scenarios n . .
Population i ; 20 712/QD-TTg (approved bY Prime Minister’s
L) U crl &Db decision No 225/QD-TTg) in February 22, 2012

2011 1,04 18,58 6,24 18,58 6,24
2012 1,06 9,21 5,25 821 5,25 * the Project has carried out following five sorts of work: (1)
2013 1,05 6,04 5,42 6,04 5,42 disseminating knowledge about quality and productivity,
2014 1,03 6,24 5,60 6,92 6,10 paying respect to organizations and persons those have
2015 1.02 6,36 5.82 6.80 6,32 merit in quality and productivity improvement; (2) setting
2016 1.01 6.67 6.20 7.03 6.67 up a humgn source t_h_os_e are specialized in quality and
2017 0.08 683 635 7.00 6.83 productl\(lty; (3) familiarizing the sys’Fem_ of advanqed
2018 0.98 712 6.75 72 7.62 managerial measures gnd technologies in production gnd
TN x = =53 =50 o management; (4) making a_ss_essment on produFt quality;

z d 2 2 2 and (5) measuring productivity of each production branch
2020 0,97 707 6,80 7,12 7’45 and enterprise, as well as the whole economy through TFP.

Source: General Statistical Office of Vietnam. (from Nguyen Thi Le
Hoa and Le Truong (2014))



S
KRKE

<
RRXE

P

FTORKRAL

4.2020/20304

33



e

‘AP

Demographic Dividend
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—Some countries can capitalize the dividend in the 2020s and 2030s.

* Ratio of working population (aged
15-64) to dependent population
(—15 and 65-), 1950-2100.

» Japan could have capitalized the
demographic dividend in the 1960s,
when its GDP growth was over 10% on
average per year for ten years.

Similarly, China, Hong Kong, Korea,
Singapore, and Thailand are poised for
the prospect of such dividend in the
2000s and 2010s.

Based on the UN projections, Indonesia
will have to wait for such opportunity
until the 2020s and 2030s, and India
until the 2040s.

However, the reaping of this dividend
is far from automatic. A favorable
demography can work wonders to
produce a virtuous cycle of wealth
creation only if it is combined with
appropriate business environment,
health, labor, financial, human capital,
and growth enhancing economic
policies.

Source: Source: UN (Department of Economic and Social Affairs), World Population

Dependent population (aged under 14 and over 65)=

30 +

10

Hong Kong
lapan
Korea
Singapore

0o+

Dependent population (aged under 14 and over 65)=

30

1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050 2060 2070 2080 2090 2100

10

= |ndonesia :

—

0+—F—F T

1650 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050 2060 2070 2080 2090 2100

34

Prospects : The 2012 Revision. (Figure B2.4 in APO(2014) APO Productivity Databook 2014)
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Unemployment Rates

e Rate of unemployment, 2000-2013

» Many Asian countries have lower rates of unemployment, compared to
EU countries. Exceptions are Iran, Fiji, the Philippines and Indonesia with
over 6%. (right figure)

» Since 2006, the unemployment rates are relatively stable in Asian

countries.
ASEANG6 CLMmV
12%_ Unemployment Rate 5.(%) _Unemployment Rate
o //O\I:donesia
1 ./o/. \. 40 A
/ \. Myanmar
8 y \o\
/ Philippines AN 3.0 4 Vietnam
6 @ *<e—o
Singapore
. 20 A
4 - ‘\H—O\’_H_._./.,._Bﬁ‘-rﬂ—o Lao PDR
Malaysi
) | alaysia 10 4
Thailand Cambodia
2000 2002 2004 2006 2008 2010 2012 2000 2002 2004 2006 2008 2010 2012
East Asia South Asia
10%_Unemployment Rate 10%_ Unemployment Rate
g - Hong Kong g - Sri Lanka
Mongolia
Pakistan
6 1 Japan 6 1
P Bangladesh ~—eo—o—©
4 - China 4
Korea Ind}
2 1 2 Nepal
2000 2002 2004 2006 2008 2010 2012 2000 2002 2004 2006 2008 2010 2012

Sources: ILO (2013) Key Indicators of the Labour Market (KILM 8th Edition).
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Cambodia 0.3
Qatar 0.5
Thailand 0.7
Lao PDR 14 Unemployment rate,2013
Vietnam 20 (9 of total labor force)
Nepal
Singapore 2.8
Kuwait 3.1
Korea 3.1
Malaysia 3.2
Hong Kong 33
Myanmar 3.4
India 3.6
UAE 3.8
Brunei 3.8
Japan 4.0
Sri Lanka 4.2
ROC 4.2
Bangladesh 43
(Switzerland) 4.4
China 4.6
(Austria) 4.9
Mongolia 4.9
Pakistan 5.1
(Germany) 5.3
Saudi Arabia 5.7
Australia 5.7
Indonesia 6.3
(Netherlands) 6.7
(Denmark) 7.0
(Canada) 7.1
Philippines 7.1
us 7.4
Bahrain 7.4
(United Kingdom) 7.5
Oman 7.9
(Sweden) 8.1
Fiji 8.1
(Finland) 8.2
(Belgium) 8.4
Turkey 10.0
(France) 10.4
(Italy) 12.2
(Ireland) 13.1
Iran 13.2
(Portugal) 16.5
(Spain) 26.6
(Greece) : : : : 27.3
0
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Forecast: Number of Employment
— Workers are expected to be increased by 168 million until 2020 in Asia.

e Forecasted Number of Employment in 2020 and 2030
» 42% of 168 million will be expanded in India, 10% in Indonesia, and 7.5% in Pakistan in 2020.
» 341 million workers are expected to be increased until 2030 in Asia.

(million) f _
80 s Number in 2020 = Growth Rate (2012-2020) — 180 162 16%
23% . » . 160 14% 14%
o % % 3%
60 12%
™ 10%
40 9% ?
8%
20 6%
0 P s 4%
20 104 2%
& &8 8 ¢ g £ g £ £ 5 3 & & T Fg g ¥ LS O D o= g 0 0%
T £ % £ 38 2% £ s £ £ 8§ 28 5 £ €90 535 o 5O 8 g g z < >
- 0O 5§ X s g 2 g 2 & £ F x 5 s 2 X S S S < Z s
s 8 > = @ > ‘2" % = = & 2 o9 = 7 a o E 4
g Bz s s 3 5 46 3 & <<z °
(million) Number in 2030 Growth Rate (2012-2030)
00 60% 400 30%
53% o 3411 270 . 28%
150 1507 - o 50% 350 26% 25%
T 41% 40% 300 276.0 9%
100 31% 31% 30% 31% 29% 30% 250 19% 20%
50.2 159 20% 20% 2% . 20% 200 15%
34.1 %
50 8% B2 g4 w4 s 12;3 10% 150 10%
: 64 6 47 4T 36 16 14 07 %07 04 2%03 01 N g 0% 100 781
0 3% 57.6 %
03 gy, 10%10% 50 205 %
-50 -20%  Q 0%
£ £ 8§ 5§ ¢ 8% 5 8 B g g £ 85 gL g8 g g & 2 g2 z
£ 5§ € 2 g & > 2 - £ £ z g8 a &8 = g 8 o5 ¥ T 3 -9 g Ty < =
s X © o - < z = = - | 3 g X c - 7] a h ] |
- £ © = 2 > § E &8 = E £ =} = < < < @) ©
£ é E > = S 24 & B = S <
Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council, 36

Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction)).
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Forecast: Real GDP Growth

— The Asian economy is expected to continue to expand for the next two decades.

e Forecasted Economic Growths, 2012—2020 and 2020-2030

» The growth rate will be slightly decreased from 6.4% in 2005—-12 to 6.2% in 2012—-20. (compared to 3.6%
growth projection of the world economy in 2010-20 by Jorgenson and Vu (2013))

» In 2020-30, it is expected to be slowed down to 5.0%, mainly reflecting the slowdown of China’s growth.
» Pakistan, Philippines, and Iran are expected to accelerate their growths in 2012—20 and 2020-30.

12
11 e 2005-2012 (actual) ~m2012-2020 m 2020-2030
10
9
8.2
8 75,, 1075 7.8
7.0
7 7 6 6 6455 5 6ics 6504 .7 -
6.1 6.0 6.26.1 6.2 6.26.2 6.26.2 61
6 R p— 7585857 575656 8 8 .
° L 1 50 9 4989 0 515151
5 4.84.8
4 3.6
3
2

India
Nepal
Malaysia
Iran
China
Thailand
Fiji
Korea
Asia23
CLMV

Roc -
oon [
Hong Kong | g
Japan . g
o [

Mongolia
Indonesia
Cambodia
Pakistan
Philippines
Viet Nam
Lao PDR
Sri Lanka
Myanmar
Singapore
ASEAN
ASEANG

Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council,
Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction)).
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Forecast: Labor Productivity Growth
—Strong improvement in labor productivity is expected to be sustained.

* Forecasted Growth Rate of Labor Productivity, 2012—-2020 and 2020-2030
» Asia’s ALP will keep a similar speed of ALP growth (5.1%) in 2012—-20, compared to 5.3% in 2005—12.
» In 2020-30, it is expected to be somewhat slowed down to 4.1%, from 5.1% in 2012-20.
» ASEAN is expected to sustain a sound growth of ALP even in 2020-30.

10
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6 58 585.8 .
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Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council, 38

Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction)).
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Comparison with the OECD/dev Projection 2013

—The results of two projections seems almost consistent.

* Forecasted Economic Growths, 2014-2018

» The results of two projections are almost consistent, although the methodologies are rather different.
» OECD/dev’s projection is somewhat lower in India, Indonesia and Malaysia and higher in Lao PDR.
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Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council,
Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction)).
OECD dev (2013) Economic Outlook for Southeast Asia, China and India, 2014.

Unit: Average annual growth rate.
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Comparison with the OECD/dev Projection 2014

— For some countries, the growth projections were revised in OECD/dev.

* Forecasted Economic Growths, 2015-2019
» Downward revisions: China (7.7% =2 6.8%), Thailand (4.9% 24.1%)
» Upward revisions: India (5.9% —26.7%), Malaysia (5.1% —5.6%), Myanmar (6.8% —>7.8%)
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Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council,
Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction)).
OECD dev (2014) Economic Outlook for Southeast Asia, China and India, 2015.

Unit: Average annual growth rate.
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Comparison with The Conference Board Estimates 2014/2015(1)

—Their estimates are more pessimistic, even in Asian countries.

* Projected Growths, 2014-2019

» TCE has a pessimistic view of 3.1% growth projection of the word economy (revised to 3.3%, in Nov 2014).
» In 2014-19, China 5.3% (revised to 5.5 during 2015-19, in Nov 2014), India 4.7% (revised to 5.5%), Japan

0.9% (revised to 1.4%), and the U.S. 1.7% (revised to 2.4%).
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Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council,

Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction).

Abdul Azees Erumban, Klaas de Vries, and Bart van Ark(2013) New Measures of Global Growth Projection for The Conference Board Global Economic
Outlook 2014.

Unit: Average annual growth rate.
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Comparison with The Conference Board Estimates 2014/2015(2)

—Their estimates are more pessimistic, even in Asian countries.

* Projected Growths, 2020-2025

» TCE has a pessimistic view of 2.4% growth projection of the word economy (revised to 2.7%, in Nov 2014).

» In 2020-25, China 3.5% (revised to 3.9, in Nov 2014; APO 5.6%), India 3.5% (revised to 5.0%; APO 6.8%),
Japan 0.6% (revised to 1.1%; APO 0.8%), and the U.S. 1.7% (revised to 1.9%; APO 1.8%).
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Sources: Author’s estimates (based on UN, World Population Prospects: The 2012 Revision; ROC National Development Council,

Population Projections for ROC 2014-2060; APO , APO Productivity Databook 2014; Asia-QALI Database 2014 (under construction).

Abdul Azees Erumban, Klaas de Vries, and Bart van Ark(2013) New Measures of Global Growth Projection for The Conference Board Global Economic
Outlook 2014.

Unit: Average annual growth rate.
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Thank you.

For further information, please contact

Koji NOMURA
Keio University, Tokyo
email: nomura.koji@gmail.com
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