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Part I. regional economic monitor

the region’s economic outlook will remain solid in the medium term

Growth for six Southeast Asian countries (Indonesia, Malaysia, the Philippines, Singapore, Thailand and 
Viet Nam) will moderate towards the first quarter of 2012 but remain robust through 2016, according to 
the OECD Development Centre’s Medium-term Projection Framework. The six Southeast Asian countries will 
have achieved the pre-crisis level – an average gross domestic product (GDP) growth rate of 5.9% by 2016 
(5.6% per annum on average 2012-16), recovering from a slight moderation of 5.0% in 2011. The growth 
momentum for the Emerging Asia (six Southeast Asian countries, China and India) as a whole is also robust 
with an average growth rate of 8.2% in 2011.

Indonesia is likely to lead the region’s growth and will keep the strong momentum, thanks to its buoyant 
domestic demand. Underpinned by relatively strong investment, growth prospects in Malaysia will also 
remain robust in the medium term, though slower than the pre-2008 level. The Philippine economy also 
shows resilience owing to domestic demand and workers’ remittances. Singapore’s growth rate is expected 
to moderate to a level below the 2003-07 rate, due largely to weaker global trade flows. The unprecedented 
scale of floods has added to downside risks to the near-term prospect of Thailand. The near-term growth 
prospect of Viet Nam will be affected by the tightening of monetary policies to bring inflation under control, 
though the medium-term outlook remains robust.

table 0.1. real gdP growth of emerging asia
(annual percentage changes)

2010 2011 2016 average 2003-07 average 2012-16

Indonesia 6.1 6.3 6.9 5.5 6.6

Malaysia 7.2 4.6 5.6 6.0 5.3

Philippines 7.3 4.5 5.1 5.7 4.9

Singapore 14.5 5.6 4.8 7.5 4.6

Thailand 7.8 2.5 4.9 5.6 4.5

Viet Nam 6.8 5.9 6.7 8.1 6.3

Average of six countries 7.6 5.0 5.9 6.1 5.6

China 10.4 9.3

India 8.8 7.7

Average of Emerging Asia 9.5 8.2

Note: The cut-off date of data is 1 November 2011.

Sources: OECD Development Centre, MPF-SAEO 2011/12, and OECD Economic Outlook 2011/12, No.90, for China and India.



SOUTHEAST ASIAN ECONOMIC OUTLOOK 2011/12 © OECD 201218

EXECUTIVE SUMMARY

However, recent developments cast a shadow over asian economies 
in the near term

Global uncertainties, notably reduced confidence in the US fiscal policy and continued Euro-area debt crisis, 
cast a shadow over Asian economies. Emerging Asia will not be decoupled from the global economic slowdown 
according to the latest Asian Business Cycle Indicators. The slowdown in most countries has become apparent 
since the second quarter of 2011 with deterioration in business and consumer sentiments and a negative 
reaction in financial markets. However, the impact on the economy remains limited at this stage.

Moreover, two large-scale natural disasters, namely the Great Tohoku Earthquake in Japan and the floods 
in Thailand, also affected the region adversely. The Great Tohoku Earthquake has had a temporary impact 
on activity and exports in some countries such as Indonesia, the Philippines and Thailand, but in general 
the magnitude of the negative impact appears to have been short-lived. More recently, the unprecedented 
scale of floods in Thailand has added to downside risks in the region. The region needs to be vigilant over 
economic management against the background of continued global uncertainties and natural disasters.

figure 0.1. business cycles of asia: composite leading indicators
(100=threshold point)

(a) ASEAN average*         (b) Emerging Asia average**
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Notes:
*  ASEAN average includes Indonesia, Malaysia, the Philippines, Singapore and Thailand
** Emerging Asia average includes ASEAN average plus China and India.
See www.oecd.org/dev/asiapacific/abcis for more detailed information.

Source: OECD Development Centre, This Quarter in Asia, Vol. 6, October 2011.
12 http://dx.doi.org/10.1787/888932561785

domestic demand will be an important engine for the medium-term growth in 
the region – infrastructure and social policies will play significant roles

Southeast Asia has been heavily dependent on external demand, more so than other regions in the past. 
However, the nature of growth is changing towards a more balanced growth in the post-2008 period. The 
regional economy will rely more on domestic demand, thereby increasing economic resilience to external shocks.

The region-wide current account surplus will fall from 6.5% of GDP in the pre-2008 period to 4.2% by 2016, 
though the size and nature of external adjustment will differ across countries. For example, the decline in 
surplus will be relatively large in Malaysia and Singapore, while Viet Nam’s current account balance will 
remain in deficit in 2012-16. This overall decline in current account surplus stems mainly from the strong 
growth of imports outpacing that of exports.

This prospect reflects a number of measures Southeast Asian economies are likely to take in order to 
strengthen domestic demand (both consumption and investment). Many Southeast Asian countries have 
already started (or are about to start) several large infrastructure projects, including a number of public-
private partnerships. For instance, Indonesia and the Philippines will make significant investments in transport 
infrastructure projects, while Malaysia and Singapore are investing in information and communication 
technology infrastructure. In addition to projects in individual countries, there are several large cross-border 
projects under the development programmes of GMS (Greater Mekong Sub-region) countries.

A greater focus on social policies is also in line with stimulating domestic demand. Several structural reforms 
(some of which are addressed in their medium-term plans) would create a more favourable environment for 
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strengthening private consumption. At the same time, the region has started to focus on “inclusive growth” 
– this is another factor of changing the nature of growth in the region.

The fiscal situation will gradually improve and further efforts to mobilise 
domestic resources through tax reform would be critical

Fiscal balances will gradually improve in the medium term, but most economies are projected to remain in 
deficit, at -2.3% on average as a percentage of GDP during 2012-16. The fiscal situation, thus, will not recover 
the pre-crisis level given the large demand for public investment in economic and social infrastructure, as 
planned in their national development plans. The extent and speed of fiscal consolidation will be relatively 
limited in the region. Gradual removal of fuel subsidies will be a critical issue in Southeast Asia, in particular 
for Indonesia and Malaysia.

The comparatively low level of tax revenue in ASEAN countries (which averages 15% of GDP in the region) 
suggests that there is room for domestic resource mobilisation through tax reforms. Most ASEAN countries 
need to widen their tax bases and phase out unnecessary tax expenditures. The efficiency of tax collection 
is another issue that economies in the region need to tackle. Needless to say, revenue reforms should be 
accompanied by efforts to improve the efficiency of spending.

ageing population poses a medium-term risk in the region

Rapid ageing of the population, in particular in Singapore, Thailand and China, will pose an important 
challenge to the region in the near term. The ageing problem is gradually approaching Viet Nam, Indonesia 
and Malaysia around 2030 as well.

Ageing population impacts economic growth through reducing workforce, increasing the dependent population, 
changing saving and consumption patterns and total factor productivity. In particular, countries in the region 
need to reshape their health care and pension systems.

Part II. Policy challenges and responses

The recovery in capital inflows into Southeast Asian countries has occurred in all of the major categories. 
Total capital inflows into the six Southeast Asian countries reached an average of more than USD 40 billion 
during the first quarter of 2010. This average level is significantly larger than the average quarterly flows 
observed before the crisis and also larger than the average flows recorded before the 1997-98 crisis.

figure 0.2. Capital inflows and outflows from 2010-Q3 to 2011-Q1
(quarterly average, millions of current USD)
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Managing large capital inflows requires better macroeconomic policies

Large capital inflows are generally welcomed in the region as they contribute to growth. They channel 
external savings to domestic investment projects. However, the current level of private flows and in particular 
short-term investments warns the region that this issue should be handled carefully.

Potential effects of large capital inflows might include harming competitiveness through real exchange-rate 
appreciation and threatening to generate too much liquidity with their well-known negative consequences 
on domestic financial markets. To reduce such risk, policy makers should count on a broad set of policies: 
monetary and exchange rate policies, macro-prudential policy and “capital controls” (in particular, measures 
to encourage long-term capital inflows). None of these policy tools is a panacea, however. They all may 
involve potential problems if not used appropriately. Chapter 2 of this volume reviews the measures taken 
by several Southeast Asian countries to manage capital inflows in a pragmatic way.

a key challenge for the region over the medium term is to implement 
structural policies necessary to enhance productivity

In addition to macroeconomic measures, effective structural policies to enhance productivity are critical to 
the success of Southeast Asian countries in dealing with the impact of global uncertainties and other external 
shocks. Many Southeast Asian countries already recognise the need to shift their development strategies 
in ways that reflect the changing growth dynamism in the world economy. They have indeed included (or 
are about to include) several new elements in their five-year national development plans. Formulating new 
development strategies requires the adoption of a comprehensive package of reform measures, including 
product, labour and financial markets.

Although different countries have different policy challenges, overall the priority areas identified in the national 
plans include human capital development, infrastructure development, public sector efficiency including 
governance and anti-corruption, easing product market regulation and labour market reform.

Human capital development has been identified as a key policy area in all the development plans. This reflects 
the need to meet the growing demand for skilled labour amid rapid transformation of economic structures. 
The remarkable growth performance of the region over the past decade has led to increased real incomes, 
resulting in a decline of international competitiveness in labour-intensive industries in some countries, while 
at the same time the upgrading of industrial structures to higher levels on the value chain has increased 
the demand for more skilled labour.

Overall, the region has been relatively successful in raising education levels through increasing enrolment 
rates. However, education systems need to become more outcome-oriented to guarantee a high-quality 
labour force. For instance, Indonesia needs to pay more attention to improving the outcomes of tertiary 
education, in particular to ensure that the skills of graduates correspond to those required by industry. 
Stronger Technical Education and Vocational Training (TEVT) programmes are critical in the Philippines 
and Viet Nam in order to help their industries to move up in the value chain. There is also room to reform 
education systems in Thailand.

Infrastructure investment can become a bottleneck to growth in several economies in the region. This is 
especially important in Indonesia and the Philippines, where the lack of adequate transport infrastructure 
impedes efficient trade activities; outdated information and communications technology (ICT) infrastructure 
delays business transactions.

Reforming tax systems is required to meet development needs such as human capital and infrastructure 
development and health services (partly due to an ageing population). Overall, widening the tax bases and 
enhancing the efficiency of tax collection will be critical in the region.

Strengthening SME development is also crucial for ASEAN countries, given that most of these economies are 
SME-based. In particular, fostering SMEs that are competitive in the international market is key to sustaining 
growth. The internationalisation of SMEs should be supported by appropriate training and capacity building 
programmes.

EXECUTIVE SUMMARY
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well-targeted and co-ordinated structural policy reforms are needed

The diversity of policy challenges suggests that the issues can be better highlighted if treated in a country-
specific policy context. Chapter 3 of this volume includes six structural policy country notes – a new feature 
of the SAEO 2011/12. The Structural Policy Country Notes have two specific features. First, each note 
focuses on policy areas that are identified in the national plans of the country concerned. Second, each 
note discusses relevant experiences in OECD countries with similar policy issues and the insights they may 
provide for Southeast Asian countries. Major policy areas discussed in the SAEO 2011/12 are summarised 
in the table below.

table 0.2. summary of structural policy focus

Indonesia

Infrastructure Speed up transport infrastructure development by improving the regulatory 
environment

Human capital 
development

Improve the outcome of higher education and reduce urban-rural disparities 
in access to educational infrastructure

Labour market Reform labour market regulation to increase employment 

Malaysia

SME development Enhance SME development with special attention to capacity building and 
innovation 

Human capital 
development

Strengthen the link between industries and academic institutions to 
improve labour force skills and to enhance research and development

Taxation and fiscal 
system

Reform the tax regime and improve efficiency of public spending to bolster 
the sustainability of public finances

Philippines

Infrastructure Increase funding for infrastructure development and attract more private 
participation

Human capital 
development

Improve the access to and the quality of basic education and strengthen 
TEVT

Taxation Reform the tax system by enhancing tax collection and widening the tax 
base

Singapore

Human capital 
development Strengthen life-long learning by enhancing pre-school education 

Innovation Raise efficiency of innovation policy through well co-ordinated policy 
evaluation system

SME development Enhance SME development by improving assistance programmes

Thailand

Health Reform health care schemes to provide a higher quality of and equal access 
to services

Human capital 
development Improve the outcome of education and reduce urban-rural disparities

Agriculture Enhance agricultural productivity and improve jobs in the farm sector

Viet Nam

Enterprise 
development and 
reform of SOEs

Speed up the reform of state-owned enterprises, particularly by improving 
the governance and management 

Macroeconomic 
management Establish an adequate monetary policy framework to control inflation

Human capital 
development Increase skilled labour by education reform

Note: See Chapter 3 for details.
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Part III. thematic focus – green growth

Green growth is the special theme of the SAEO 2011/12. It takes a regional approach to the OECD’s Green 
Growth Strategy1 and explores the potential benefits and challenges of transitioning to low-carbon economies 
in the region. More specifically, it analyses the policies and institutions that the ASEAN countries are adopting 
to promote green growth in the coming decades.

green growth offers a viable development model for asean countries in the 
post-2008 era

The aggregate amount of carbon dioxide (CO2) emissions from six ASEAN nations (Indonesia, Malaysia, 
the Philippines, Singapore and Viet Nam) surpassed 1 300 million tonnes (MT) in 2010. Although their 
relative contribution to global CO2 emissions remained modest (at about 4%), the amount of CO2 emission 
from ASEAN countries grew by 5.5% a year between 1990 and 2010, compared with an annual rise of 
0.7% from the OECD region. As a fast-growing economic bloc with the total population of 700 million by 
2030, these countries collectively would make a much larger contribution to global CO2 emissions in the 
next two decades, should the current emissions trend continue. ASEAN nations, therefore, need to explore 
affordable and cost-effective mitigation measures as part and parcel of national development plans, while at 
the same time minimising the negative impact of climate change on the poor and vulnerable. In Southeast 
Asia nearly a third of the region’s total population still earn less than USD 2 a day. It is in this context that 
“green growth” has attracted much attention from ASEAN policy makers as an alternative to the traditional 
export-led growth model.

Relocating carbon emissions across national borders has become significant

The net transfer of carbon emissions into Asian developing economies was estimated to reach 1 670 MT in 
2008, almost offsetting the total amount of carbon emissions that out-flowed from the OECD area through 
trade channels in the same year (1 723 MT). This is one of the measurement results reported in this volume 
with respect to “carbon footprint of nations”, i.e. estimated carbon emissions embodied in production of 
goods and services traded in the international market. The rise of China and to a lesser extent India and 
several ASEAN countries as key participants in global supply chains is largely responsible for the growth 
of carbon trade surplus in developing Asia. To take a full grasp of national carbon emissions, it is therefore 
necessary to look at both production- and consumption-based emissions.

trade plays a more important role in asean emissions than in china or 
India’s

Using the 2005 benchmark information, it is found that the amount of carbon trade in ASEAN countries 
relative to national emissions averaged 35% for exports and 27% for imports, respectively. While relatively 
modest in absolute terms, several ASEAN countries are more dependent on international trade as a source 
of emissions when compared with China or India. This is especially the case on the import side, which 
reflects the pattern of trade specialisation in ASEAN countries; they tend to import more emission-intensive 
final products (both durable and non-durable goods) in exchange for supplying intermediate products. This 
observation suggests that ASEAN countries will need to upgrade their export profiles towards the manufacture 
of greener products for the region’s rapidly expanding consumer durable and non-durable markets.

EXECUTIVE SUMMARY
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figure 0.3. Production- and consumption-based carbon emissions, 2008
(MT CO2)
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several asean countries have taken steps to cut greenhouse gas emissions

Indonesia has committed itself to cutting greenhouse gas (GHG) emissions by 26% from the business-as-
usual level by 2020 and is prepared to cut more deeply if there is sufficient financial support. As a large 
country with huge tracts of carbon-absorbing forests, Indonesia is well positioned to play a significant role in 
minimising the impact of its development on climate change. To enhance its role in this respect, it must nurture 
institutions that can make effective use of international funds including the USD 30 billion of fast-start funds 
pledged at the United Nations Climate Change Conference in Copenhagen in December 2009. Malaysia too 
has implemented policies to shift the economy structurally away from polluting, energy-intensive industries. 
At the sectoral level, greater consideration is being given to tax and regulatory policies that encourage 
producers to reduce their energy consumption and adopt more sustainable production technologies. Thailand 
is the first ASEAN country to develop carbon labels which help its economy to move towards a low carbon 
trend. The new Carbon Footprint Label is currently being tested by a number of companies, including Thai 
Airlines International, the first airline in the world that calculates the carbon footprint of its in-flight meals.

Viet Nam recognises that both adaptation and mitigation actions are critical for its sustainable development. 
For instance, rising sea levels due to global warming will cause serious damage to the country’s coastal 
areas. Thanks to its late-comer status, appropriate mitigation actions in a number of areas (public transport, 
green building, adoption of energy-saving equipment and switch to natural gas and smart power plants) 
would help the country reduce carbon emissions, improve living conditions and protect the environment. 
Nonetheless, striking a right balance between short-term economic needs and long-term environmental 
imperatives is a big challenge for lower-income ASEAN counties. But they should begin to put in place 
policy and regulatory frameworks in order to better design financial and regulatory incentives and build the 
institutional capabilities for green growth in the long term. Singapore’s success in following green policies 
owes much to its planning capabilities, capabilities which have evolved under a stable government that is 
able to take a long-term perspective and national plan accordingly. Singapore can share its expertise and 
experience with other ASEAN nations.

EXECUTIVE SUMMARY
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korea’s experience on green growth also provides practical lessons for 
asean countries

The government adopted in 2008 a new development strategy with focus on three pillars: to reduce GHG 
emissions through introduction of market-based instruments (e.g. an emissions trading system by 2015) and 
regulatory reforms; to develop green technologies and products through provision of business incentives; 
and to enhance consumers’ awareness and demand for green products. Shifting away from the long-lasting 
traditional growth paradigm heavily dependent on fossil energy would require both strong political support 
from the top and institutionalisation in implementing such green growth programmes. Efficient role-sharing and 
co-operation among public and private stakeholders in the process of planning, budgeting and implementation 
are major components of Korea’s low-carbon green growth strategy.

greater use of environmental tax instruments would help in the pursuit of 
green growth

Environmental tax instruments (ETIs) are at a very early stage of development in ASEAN countries and 
tend to be more focused on subsidies than taxes. This is partly because of the more limited development of 
ASEAN tax systems, which makes it difficult to introduce and administer ETIs in areas not yet incorporated 
in the overall tax system. High levels of fuel subsidies, which are nearly one-eighth of government spending 
in Indonesia and Malaysia, are a further hindrance to the use of ETIs in some countries. Concerns over the 
burden of ETIs on the poorest households and their impact on the competitiveness of their industries may 
also have discouraged the use of ETIs.

Both theory and OECD experiences suggest that greater use of ETIs in ASEAN countries could bring considerable 
benefits to its pursuit of green growth. For example, fuel subsidies could be revised and lowered to better 
encourage use of less polluting varieties. Burdens of ETIs on poorer households might be mitigated by 
increasing direct subsidies or by reducing other taxes. More use could be made of ETIs in urban waste 
disposal and in combating water pollution. Development of ETIs in ASEAN countries is also likely to be 
most effective if done in consultation, and, where appropriate, co-operation among the region’s economies 
in order to share experiences and best practices, to avoid distortions in competitiveness and to deal with 
trans-border environmental issues.

asean countries can do more to promote green growth

In the post-2008 era ASEAN countries share the view that the region’s long-term growth must be environmentally 
sustainable. However, for most ASEAN countries, this recognition has yet to be translated into a set of coherent 
and integrated policies and programmes. There is an urgent need to develop clearly articulated strategies at 
both national and regional levels. In these countries, the institutional framework is often underdeveloped, 
as are economic incentives to promote energy-saving and other technologies that fit into local conditions. 
Much work remains to be done to create an enabling environment for fostering green growth in the region.

To be sure, ASEAN governments can do more to promote green growth with the assistance of international 
communities. For instance, a significant push to expand access to financing for appropriate green technology 
projects is needed. Much of the region’s energy infrastructure is old, and new infrastructure incorporating 
innovative energy-saving technologies is badly needed. Furthermore, over the longer term, Southeast Asia will 
require supportive policies to increase access to advanced green technologies, including carbon sequestration, 
intelligent transport system and advanced water treatment technologies. At the same time, attention must 
be given to building the capabilities of the public sector, creating more public-private partnerships in energy 
conservation and taking part in the global carbon market.

note
1. The OECD GGS comprises the three publications, Towards Green Growth, Tools for Delivering on Green Growth and Towards Green 

Growth: Measuring Progress – OECD Indicators.
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