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On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the invitation to 
attend the 83rd meeting of the Development Committee as an observer. 
 
A. Economic Outlook 
 
Having shown resilience throughout the global recession, developing Asia is now consolidating its 
recovery. All subregions of developing Asia performed well in 2010 and are expected to continue to do so 
in the next 2 years, if major risks are not realized. Because of slower growth in the major industrial 
economies and world trade, as well as normalization of fiscal and monetary policies, growth of the Asia 
and the Pacific region is projected to moderate from 9.0% in 2010 to 7.8% in 2011 and 7.7% in 2012. 
This moderation marks a welcome return to growth rates that do not stoke inflation. The region’s growth 
has contributed to the global recovery, primarily through trade, as developing Asia’s imports continued to 
grow.  
 
Developing Asia’s current account surplus fell from 4.7% of GDP in 2009 to 4.1% in 2010, and is 
projected to decline further to 3.3% of GDP in 2011 and 3.0% in 2012. However, it would be premature 
to interpret this movement as an unwinding of the global current account imbalances that persisted 
throughout the crisis. Lasting rebalancing requires key structural changes in both the current account 
surplus countries in the region and elsewhere, notably the United States. Consumer prices in developing 
Asia rose by 4.4% in 2010 on a combination of external factors, such as sharp rises in global commodity 
prices, particularly global oil and food price shocks, and the robust domestic recovery. Although many 
central banks have already taken action, inflation is expected to accelerate further to 5.3% in 2011 before 
tapering off to 4.6% in 2012.  
 
During the first 8 months of 2010, oil prices remained relatively stable. Despite robust global demand 
growth, particularly in Asia, persistently high inventory levels capped price escalation, as did lingering 
uncertainty over the recovery of industrial countries. Since last September, however, oil prices have 
increased steadily. The disruption of the supply from Libya pushed up prices but the indirect effect has 
been larger, triggering broader geopolitical concerns about Middle East supply. The baseline medium-
term outlook is still grounded on adequate spare capacity, bolstered by an expansion of global oil output 
until the middle of this decade. The risk of a sharp escalation in that period is modest. Japan’s disaster, 
however, may have medium-term ramifications if it leads to a significant shift of global energy demand 
from nuclear power to oil. 
 
Global food prices have climbed sharply since bottoming out in early 2009.  In the second half of 2010, 
food price increases accelerated quickly as part of a broader surge in commodity prices including oil and 
energy, metals, and raw materials. While oil remains well below its peak of July 2008, many food and 
other non-energy commodities have reached new highs. Global food prices are likely to remain elevated 
and volatile in the short term. Production in 2011 will be crucial in determining whether global markets 
stabilize. Supply uncertainties are also rising because of weather disturbances. The outlook for rice is 
uncertain but upward pressures on prices will persist if La Niña weather conditions continue to affect 
production. 
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Inflation, which has accelerated more sharply in the region than in the major industrial countries, 
undermines the promotion of inclusive growth through its effects on poverty and inequality. Its impact, 
particularly if driven by food prices, increases the number of poor since food tends to account for a large 
share of the region’s consumption baskets. This widens income inequality and could lead to social 
tensions. So far, Asian economies have allowed their currencies to appreciate, imposed tariff-relief 
measures, and/or tightened monetary policy. However, some countries still show signs of overheating. 
 
B. Achieving the Millennium Development Goals (MDGs) 
 
Higher expenditures on food may also reduce spending on health and education, making other MDGs 
more difficult to achieve. In 2010, ADB’s developing member countries as a group continued to reduce 
income poverty and improve key human development outcomes, but not fast enough to achieve the 
associated MDGs by 2015. However, while East and Southeast Asia fared better than the regional 
average, other subregions are unlikely to meet the targets by 2015 for more than half of the 12 indicators 
of poverty and human development outcomes. With less than 5 years remaining to achieve the MDGs, 
renewed national initiatives and regional and international cooperation are imperative. 
 
Among ADB's poorest borrowing countries—those eligible for concessional financing from the Asian 
Development Fund (ADF)—only 8 of the 12 indicators are on track or above the MDG targets. Progress 
on the non-income MDGs is more uneven. While improvements have been noted, ADF countries’ 
achievements in meeting their MDGs remain significantly below the regional average, particularly after 
the effects of the global economic crisis and other shocks. 
 
The effects of the crisis on the MDGs will not be apparent for several more years. However, historical 
evidence suggests that the crisis will most likely significantly constrain progress toward the MDGs in 
ADF countries. Based on the latest data available, as many as 26 of the 28 ADF countries could fail to 
achieve at least one-fourth of the non-income MDGs, including 11 countries in fragile and conflict-
affected situations. Areas of particular concern include health and access to basic sanitation. 
 
The evolving development challenges in the region point to a continued need for ADF resources. ADF 
countries need to accelerate progress toward the MDGs, reduce the significant infrastructure gap, promote 
environmentally sustainable growth (including investment in climate change adaptation and mitigation), 
and improve food security. Demand for ADF resources will therefore remain strong through the end of 
ADF X and beyond. 
 
C. Food Security 
 
The worldwide food price surge was brought about by a convergence of cyclical and structural factors. 
The cyclical factors include a series of crop failures in major crop-producing countries in the second half 
of 2010. The severe and prolonged La Niña weather phenomenon caused massive flooding in many 
countries, resulting in shortages of many food crops. Key structural factors on the demand side are 
population growth, urbanization, and increasing demand for protein food, especially by the growing 
middle class in Asia. The most important factors on the supply side are low food inventories, which 
reflect the continuing decline in productivity trends of major food crops. Downward yields are largely the 
result of increasingly stressed and environmentally unsustainable use of natural resources—particularly 
water and land—and the decades-long neglect of essential investments in agriculture. 
 
At the peak of the food price increases in 2007–2008, many governments in developing Asia 
implemented food-based safety net programs to protect the poor from price shocks. However, in parallel, 
some Asian governments increased reliance on costly market-distorting policies to stave off domestic 
food inflation. Such policies included export bans, quotas and taxes, consumer and producer subsidies, 
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self-sufficiency programs, increased stockpiling measures, and reliance on state-run food marketing 
agencies. The 2008 experience amply demonstrates how such policies can disrupt market operations and 
exacerbate price volatility. 
 
The recurring food price hikes highlight two major concerns: (1) volatile food prices contributing to rising 
inflation expectations; and (2) vulnerable food supply systems. If left unaddressed, these may hinder the 
ability to sustain the robustness of Asia’s economic growth and poverty reduction in the region. Aside 
from enforcing macroeconomic policies and efficient and effective social protection measures, new 
financing instruments are needed to enable developing economies to effectively manage the risks 
associated with volatile food markets. Also needed are alternative food policy measures and regional 
trade actions that will factor in the political needs of governments with the long-term economic 
requirements to address the structural dimensions of the food price hikes. Given the vulnerability of the 
food system, the long-term neglect of investments in the agriculture sector and food supply chains will 
need to be addressed urgently. The measures needed include on-farm investments, particularly irrigation; 
agriculture research and development; risk mitigation and adaptation measures; and innovative agriculture 
finance. Additionally, post-farm-gate investments would help reduce losses after harvest and link small 
farmers to markets.  
 
ADB seeks to help its developing member countries achieve food security through a multisector 
approach, encompassing lending and non-lending operations in its core and other areas of operations. The 
shift in ADB’s strategic focus from agriculture to a broader multisector food security engagement is 
elaborated in its Operational Plan for Sustainable Food Security in Asia and the Pacific, approved in 
December 2009. This operational plan defines agricultural productivity, market connectivity, and 
resilience to shocks and climate change impacts as the three pillars of achieving sustainable food security. 
It also commits ADB to support agricultural research and strengthen partnerships with other development 
agencies to enhance synergy and harmonization in food security work. ADB’s actions thus far to 
implement the operational plan include: (i) food-security-related  annual investments of close to $2 billion 
in 2009 and 2010; (ii) active engagement in food security policy dialogue and technical assistance in 
partnership with key institutions such as FAO and IFAD; and (iii) support for long-term high impact food 
security research with international research centers.  
 
ADB is closely monitoring the food security situations in Asian countries. ADB will be prepared to 
provide emergency assistance and consider financing options if the need arises. Recognizing that long-
term structural policies are crucial to reduce the vulnerability of food systems, ADB will continue to 
provide policy support and financing for food system infrastructure such as irrigation and rural roads.  
 
D. Modernizing the Asian Development Bank 
 
ADB continues to carry out far-reaching organizational reforms. ADB is strengthening its effectiveness, 
results-orientation, and accountability as a development organization. The adoption of its long-term 
strategic framework, Strategy 2020, and the timely completion of its fifth general capital increase have 
helped ADB to significantly scale up assistance and meet the growing development challenges faced by 
the region. This increase in assistance is being complemented by a greater emphasis on improved 
portfolio management and project implementation. As a result, several recent evaluation studies 
conducted by developing partners have ranked ADB as one of the best development organizations. 
 
Along with growing its resource-base, ADB is strengthening its effectiveness, results-orientation, and 
accountability as a development agency. As the first multilateral development bank to adopt a corporate-
wide results framework, ADB reports annually on its progress against its targets and baselines in its 
annual Development Effectiveness Review. In response to the review’s findings, a results delivery scheme 
was launched in 2010 to assist ADB in planning and designing better operations—and thus ensure that 
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Strategy 2020 targets are met. Also, to improve the development results of its assistance, the 
independence and effectiveness of its evaluation work was enhanced in 2009 with the Operations 
Evaluation Department becoming the Independent Evaluation Department. 
 
In line with the importance that Strategy 2020 attributes to private sector development and private sector 
operations, ADB appointed in 2010 its first Vice-President for Private Sector and Cofinancing 
Operations. This vice-presidency oversees ADB's assistance to private sector projects that have clear 
development impacts but limited access to capital. The vice-president is also responsible for building and 
maintaining cofinancing partnerships. 
 
To improve its responsiveness and service delivery to developing member countries and increase internal 
efficiency, ADB streamlined its business processes in 2010. Alongside business process improvements, 
ADB is strengthening the use of information technology, enabling ADB to more quickly provide up-to-
date project information throughout the project cycle. A new project preparation and performance 
monitoring system covering the most significant steps of the project cycle was launched in 2010. 
 
ADB's resident missions have grown substantially in size, staff, and responsibilities over the years, and 
their role will be enhanced further. This has improved ADB’s responsiveness to its clients, increased the 
effectiveness of its operations, and strengthened country coordination. Better human resource 
management has also been addressed under ADB’s reform program. The time-bound Human Resources 
Action Plan and ADB’s new personnel strategy—Our People Strategy—are being implemented with 
careful monitoring. ADB is also recruiting more new staff, particularly women. 

 
Strategy 2020 recognizes partnerships as a key driver of change. Partnerships with a diverse group of 
institutions (including multilaterals such as the World Bank, but also civil society and the private sector) 
are crucial to address the risks and challenges facing the region, and to achieve inclusive, 
environmentally-sustainable growth and regional integration.  
 
 
 


