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Foreword

It is a great pleasure to launch this document titled “Economic Cooperation
Organization: Fifteen Years of Cooperation and Development (2000-2015), Economic
Review 2017” along with Annual Economic Report 2015 which is the flagship publication
of the organization. The Review contains macro-economic performance of the ten
member states and the ECO region for the period 2000-2015. The publication has
special significance as it is the first ever document in the organization’s annals detailing
performance and progress through economic review covering fifteen years period of
collaboration of the member states to achieve its primary goals. Its importance further enhances due to the
fact that the ECO is finalizing the ten years ‘ECO Vision 2025’ to set the goals and devise the ways to
achieve its core objectives for ten years. The forthcoming 13" ECO Summit Meeting has further added to its
meaningfulness to help Head of the States, make the informed decisions on the basis of present realities
and performance made in last fifteen years.

The over-arching result of the Review is that the region has made significant advances in combined
GDP by attaining about US$2 trillion in 2015 from US$ 1 trillion in 2000 by exhibiting substantial real growth
rate of 4.49 per cent per annum. The performance is commendable in relation to the world’s average of 2.78
per cent per annum during this period. On account of per capita income, the region has advanced by 2.61
percent which is appreciative considering the population increase of the region by 1.8 per cent per annum.
Performance is notable to the increase in the total trade and FDI inflows to the region which edged up by
9.54 percent 17.84 percent respectively, accelerating the economic activity in the region. As a result of this
performance, the region increased its share in the world GDP from 2.06 percent in 2000 to 2.63 percent in
2015 along with region’s trade share to the total world trade increasing to 2.10 percent in 2015 compared
with 1.41 percent in 2000. However, the paths of individual countries were marked by fluctuations and
‘diverse trends and patterns’, resulting in sectoral changes in the economies. All these developments need to
be evaluated considering the fact that the Region faced economic and political challenges during the
reference period.

ECO region has recorded decent progress in popular international indices as well; in Ease of Doing
Business Index which is prepared and reported on annual basis, seven of the ten ECO member countries
have improved their positions substantially. Global Competitiveness Index (GCl), which gives an assessment
of competitiveness of the countries, five out of seven ECO economies have increased their competitiveness
(GCI index reported on seven out of ten ECO Countries). A comparison of ECO with the two multilateral
organization of the region; ASEAN and SAARC over the period 2000-2015 also yields a good performance
report card for ECO. All these developments are a good news for the member countries as well as the
region, nonetheless, further improvements in strengthening economies through diversification and
decreasing dependence on resource sector, policies for absorption of labor in industry and service sectors
can help in strengthening the economies and to make them resistant from economic fluctuations.

It needs to be underlined that to prepare such a review was a challenging task due to the fact that
the member states have wide differences in terms of sizes of the economies and their structures leading to
distinct trends and patterns of the economic indicators discussed in the document. The other challenge was
dearth of key economic data. The review made in the document may be further improved with availability of
more data on other vital socio-economic indicators and at advanced level. It is imperative to reiterate that
future performance of the region tremendously depends upon the macroeconomic stability and certainty at global
level, Region's interaction with the world economy and, strong inter-regional economic collaboration and
partnership’. Last but not the least increased intra-regional cooperation among the member states in priority areas
of cooperation will be mutually beneficial for social-economic sustainable development and prosperity of the
member countries. Finally, support of the Member States is profoundly appreciated as without their
cooperation, publication of this document would not have been possible.

Ambassador Halil Iborahim Akca
Secretary General
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Economic Cooperation Organization (ECO)-Key Statistics

(A Comparison: 2000 and 2015)

About Organization
Member States (Number) 10 10 -
Area (million km?) 8 (approx.) 8 (approx.) -
Population (millions) 350 458 1.8 percent per annum (p.a.)
e Share in World Area (%)
e Share in World Population 5.73 6.23 0.50 per cent increase in
(%) share
e Share in World GDP 2.06 2.63 0.57 per cent increase in
(%) share
e Share in World Trade(%) 1.41 2.10 0.69 percent gain
Economic Indicators
GDP
e Current US$ (Nominal), 495,033 1,795,266 8.97 percent increase p.a.
million
e (Constant 2010 US$) 1,018,710 1,968,910 4.49 per cent increase p.a.
e (PPP Int. US$) 2,401,581 4,604,084 4.43 per cent increase p.a.
GDP per Capita
e Current US$ (Nominal) 1,414 3,924 7.04 percent increase p.a.
e (Constant 2010 US$) 2,909 4,303 2.61 percent increase p.a.
e (PPP Int. US$) 6,858 10,117 2.99 per cent increase p.a.
Sectoral Shares in GDP (%)
e Agriculture 13.92 11.47 2.45 per cent decrease
e Industry 32.49 30.22 2.28 percent decrease
e Services 53.58 58.31 4.73 per cent increase
External Sector (US$, million)
o Exports 82,849 319,343 9.41 per cent growth p.a.
e |mports 92,365 368,345 9.66 percent growth p.a.
Total Trade (TT) 175,214 687,688 9.54 percent growth p.a.
Balance of Trade (BOT) -9,516 -49,003 -
Foreign Direct Investment 3,211 37,680 Peak inflows noted in 2008
(Million USS$) amounting US$ 50,861 million
Rent of total Natural Resources
(as % of GDP)*
e Azerbaijan 55.16 28.68 48 per cent decrease
e Iran 38.46 29.76 23 per cent decrease
o Kazakhstan 4475 27.48 39 per cent decrease
e Turkmenistan 41.40 20.56 50 per cent decrease
e Uzbekistan 50.82 13.71 73 per cent decrease
Global Oil Prices (US$/barrel) 27.06 49.49 Peak oil price US$109.45/
barrel noted in 2012

Note: * For Afghanistan earliest available data is for 2002, used for 2000. Latest available for Iran is for 2014 used as a proxy for 2015
and for Turkmenistan data on sectoral share is not available for 2015, hence previous years data has been used in its place
** Sectoral share latest data available on this indicator is for 2014

Source: World Bank, UNCTAD/ITC for trade
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About Member States
Member State Income Group Share in ECO | Human WTO
Classification’ Real GDP in Development Membership
2015 Index (HDI)
Classification

Afghanistan Low Income 1.02 Low Yes
Azerbaijan Upper Middle Income 3.00 High No
Iran Upper Middle Income 23.96 High No
Kazakhstan Upper Middle Income 9.46 High Yes
Kyrgyz Republic Lower Middle Income 0.31 Medium Yes
Pakistan Lower Middle Income 10.97 Low Yes
Tajikistan Lower Middle Income 0.40 Medium Yes
Turkey Upper Middle Income 46.04 High Yes
Turkmenistan Upper Middle Income 1.89 Medium No
Uzbekistan Lower Middle Income 2.95 Medium No

e Five member states belong to Upper Middle Income group, four Lower Middle Income Group
whereas one country in the ECO region is lower Income Group.
Four Member States have high HDI, Four Medium HDI and two Low HDI
Six Member States have completed WTO membership.

General Characteristics of the ECO Region

The Region is natural resource rich especially in oil, gas and minerals.

Good industrial base of textile, petro-chemical, household appliances, automobile, etc.

Better Human Resource Development and moving towards knowledge based economies
Geographically contiguous bloc as ECO Member States are a natural link between Asia and
Europe through South Asian, Central Asian and Western Asian Member States

o Member states have strong historical and cultural linkages and are a part of old Silk Route; revival
thereof can enhance trade and economic activity among member states

Note: Average growth rate has been calculated over the period by using Compound Annual Growth Rate (CAGR)
formula = [(Yn/Y0) A(1/n)-1]*100, where Yn: Last year value, Yo: First year value, n: number of Years.

T as per World Bank classification, as of 1 July 2016, low-income economies are defined as those with a GNI per capita, calculated
using the World Bank Atlas method, of $1,025 or less in 2015; lower middle-income economies are those with a GNI per capita between
$1,026 and $4,035; upper middle-income economies are those with a GNI per capita between $4,036 and $12,475; high-income
economies are those with a GNI per capita of $12,476 or more. (http://blogs.worldbank.org/opendata/new-country-classifications-2016)
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Introduction

The ECO Region has achieved significant progress since 2000 as the combined real GDP
almost doubled in 2015 with US$ 1.97 trillion, posting 4.49 per cent per annum growth over 2000
while the per capita GDP of the region increased from US$2,909 to US$4,303 in 2015 reflecting
2.61 per cent growth per annum, all this is a commendable achievement and show of resilience of
the ECO region economies in the wake of challenges of global economic slowdown in post-2008
period, tumbling oil prices in global markets and global market uncertainties due to economic
slowdown in major world economies including EU and China as well as increasingly serious
security situation in the areas surrounding the region.

During this period, the region's share in world GDP increased from 2.06 per cent to 2.63 as
against region's population share of 5.73 to 6.23 percent. Likewise, ECO region's share in world
trade edged up to 2.10 percent in 2015 compared with 1.14 in 2000. The regional economic
architecture has undergone major change and the growth paths of individual economies have not
been even as manifested from various economic indicators, its trend and patterns stemming from
global influences and regional-cum national factors. Thus, the region exhibited mixed performance
during this period. Highlights of the progress are outlined as under:

i. The ECO region’s average real GDP growth rate 4.49 per cent, exceeded the world
average of 2.78 percent in most of the years and followed the similar pattern with an
exception in 2012 when sanctions on Iran resulted in huge decline in the economic
growth of the country and effected the growth rate of ECO region signifying that the
region’s economy is synchronized and integrated with the world economy, benefiting
from surge in global growth and at the same vulnerable to shocks from it. The healthy
growth rates resulted in an increase in the share of ECO GDP to the world GDP
reflecting the strength of fundamentals of the ECO economies.

i. The growth trajectories of natural resource rich economies were marked by wide
fluctuations ( minus 6.61 per cent for Iran in 2012 to envious 34.50 percent for
Azerbaijan in 2006) mainly due to heavy dependence on revenues from oil and gas
which has seen its peak price (US$109.49/barrel) in 2012 and dip (US$49.49/barrel) in
2015. Though there have been striking similarities in growth patterns of natural
resource rich economies; however, growth trajectories have unique features. Average
growth rate of other economies turned out to be moderate and relatively stable in most
of the period.

iii. By and large, production structure of the region underwent transformation manifesting
appreciable expansion in services sector from increasing its hare from53.58 per cent to
58.31 percent, during the period, thus gaining on other sectors (Agriculture and
Industry) of economy, invariably in all economies. Conversely, percentage share of
agriculture sector came down by 2.45 per cent (from 13.92 to 11.47 per cent) while
industry's share declined by 2.28 per cent (from 32.49 percent to 30.22 per cent). The
pronounced change was more pronounced in resource based economies.

iv.  Per capita GDP (real) recorded an average growth of 2.61 percent while per capita
GDP PPP terms showed almost the same average of 2.99 percent along with
improvement in ranking of some member states particularly resource rich economies.
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Vi.

Vii.

viii.

Xi.

Xii.

Population growth rates of the member states have been generally low to moderate,
except Afghanistan with 3.40 percent, in the range of 1.10 percent for Kazakhstan to
2.13 per cent for Tajikistan. Population growth rates for Azerbaijan, Iran, and
Turkmenistan have been low whereas Pakistan which has 41.29 percent of region's
population witnessed 2.10 percent, partially translating growth performance into
peoples' lives.

Though economic growth rates have signs of improvements after the global economic
slowdown but high unemployment especially of female labour force persists despite
heavy investment inflows and economic activity in the region. Labour force growth rate
exceeds population growth rate in all member states. The unemployment rates, coupled
with , low labour participation and absorption rates, though differing widely among
economies, have not seen any appreciable improvement over the period.

Inflation rate in general receded in all countries over the reference period, except some
deviations especially Iran. Inflation rate in oil importing economies soared till 2012
followed by declining trend. Iran witnessed double digit inflation which is coming down
in slow manner.

Natural resources, human resources, exports, manufacturing and agriculture sectors
have been major drivers of economic growth in the region through FDI inflows (from
US$3.2 billion to 37.7 billion, 11 times increase) during the reference period. Most
countries have liberalized their foreign direct investment (FDI) regimes and pursued
investment-friendly economic policies and provided enabling environment to attract
investment which to large extent remained successful. As a result, there have also been
turn around in individual economies.

During 2000-2015, volume of trade expanded from US$175 billion to US$688 billion
and share in the global trade increased from 1.7 percent to 2.10 percent. Exports rose
from US$83 billion to US$319 billion while imports registered growth from US$92 billion
to US$368 billion (both increased almost three times). Trade deficit persisted during
2000-2015 and increased steadily up to US$49 billion in 2015. Intra regional trade
reached 8.7 percent which is low vis-a-vis growth in exports and imports.

The composition of exports as well as imports to the region and to the world and the
trading partners has seen little change. The only major change is the increased share of
China in the imports and exports of the ECO countries largely replacing the EU, USA,
Russia and Japan products. ECO region exports remain dependent on natural resource
products, its by-products and agriculture products such as petroleum, gas, coal,
minerals etc. and cotton and cereals. In case of imports, the region’s major imports
include energy as well as vehicles and machinery.

Intra-regional trade is below the potential at 8.7 percent of the total trade even lower
than the peer economic blocs namely ASEAN, NAFTA, etc. This may have emanated
from the non-implementation of ECO Trade Agreement (ECOTA) and weak transport
and communication linkages among the member states.

External debt posed at US$668 billion by 2015, representing an annual increase by
9.80 percent as compared to US$183 billion in 2000. External debt stock of most of the
member states is either low as percentage of national income or within the manageable
limits.
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xiii.  Three Central Asian economies i.e. Kyrgyz Republic, Tajikistan and Uzbekistan have
noticeable dependence on foreign remittances as source of revenues and foreign
exchange. Pakistan is also one of the countries which receive substantial remittances,
US$ 20 billion annually, though not substantial in terms of percentage of its GDP.

xiv.  Foreign reserves increased many fold in all economies especially Azerbaijan (17.16
percent per annum), Kazakhstan (18.82 percent per annum), Pakistan (16.27 percent
per annum) and Turkey by (10.86 per cent per annum) indicating bright prospects and a
climate of optimism. Thus, increase in foreign exchange reserves buffered exchange
rate for certain period; remittances registered marked increase whereas the region saw
historical heights of FDI impacting positively on all other indicators.

xv.  Economic activity and government revenues in natural resource-rich economies,
namely, Azerbaijan, Iran, Kazakhstan, Turkmenistan and Uzbekistan depend
substantively on oil, gas and minerals' revenues and therefore remain volatile which is
evident from trend of major economic indicators such as economic growth rates,
composition of GDP/production structure, FDI inflows, international reserves.

xvi.  ECO region has recorded respectable progress in popular international indices; four
member states are in high and medium category each while two member states are in
low category. Four countries have improved rankings in the human development index
but Human Index Value (HDV) of all member states has increased. Four ECO member
states with high HDI have value better than the average of high human development
HDI figure of 0.744 at global level whereas eight member states value of HDI stands
greater than HDI average value (0.66) of developing countries. Six member states out
of 7 (for which ranking is available) have been substantially upgraded by in Global
Competitiveness Index (GCI). Seven countries out of nine (for which ranking is
available) moved up convincingly in ranking of Ease of Doing Business Index.

xvii.  The region's per capita GDP registered respectable growth compared with other
regional economic blocs such as ASEAN and SAARC and remained higher than the
peer regional economic groupings throughout the period under reference.

The countries, however, need greater and sustained effort to buffer their economies from
dwindling international prices of natural resources especially oil and gas and continue the process
of diversification of economies already under way. Regional integration needs to be assigned
priority. Still-difficult economic environment in some member states require not losing sight of long
term fundamentals for the sake of short term exigencies. There are impressive achievements
notwithstanding policy makers in these economies will continue to face number of challenges.
Further, the economies are aware of the need for sustained and sustainable development in the
region; however, inclusive development in the region will further improve the people's lives.
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A1 Demographic Profile

Demographic factors play significant role in
determining sustainable development of economies as well
as regions. The inter-related factors like population size, its
growth rate, population structures/pyramid, etc affect
economic growth and resultantly living standards of the

2000-2015

"Our population and our use of the finite
resources of planet Earth are growing
exponentially, along with our technical ability
to change the environment for good or ill."
Stephen Hawking

people. The link between population growth and development is shaped by a host of socio-economic
factors. For this reason, economic strategies and rates of population growth need to be in line with
economic objectives over the long term and geared to augment human capital formation through

favorable conditions to contribute to human development.

Table A.1.1: Population and its Growth Profile of ECO Member States and the Region, 2000-2015 |

( Population in thousands) Growth Profile in Percentage
Year Population Annual Average
Growth during Growth Rate
2000-2015 during
Member State 2000-2015
2000 2005 2010 2015

Afghanistan 19,702 24,400 27,962 32,527 65.09 3.40
Azerbaijan 8,049 8,392 9,054 9,651 19.91 1.22
Iran 65,850 70,122 74,253 79,109 20.14 1.23
Kazakhstan 14,884 15,147 16,322 17,544 17.88 1.10
Kyrgyz Republic 4,898 5,163 5,448 5,957 21.61 1.31
Pakistan 138,250 153,356 170,044 188,925 36.65 2.10
Tajikistan 6,186 6,806 7,582 8,482 37.11 213
Turkey 63,240 67,861 72,310 78,666 24.39 1.47
Turkmenistan 4,501 4,748 5,042 5,374 19.37 1.19
Uzbekistan 24,650 26,167 28,562 31,300 26.97 1.60
ECO Region 350,211 382,161 416,580 457,534 30.65 1.80
Change (%) - 9.12 9.00 9.83 - -

6,115,444 6,513,960 6,923,684 7,346,633 20.13 1.23

World Population
ECO Share in
World Population 5.73 5.87 6.02 6.23 -- --
(%)

Source: Based on the World Bank data

The population of the ECO region during 15 year period (2000-2015) increased from 350
million in 2000 to 458 million in 2015, up by 108 million, indicating 30.65 percent addition in population
with an average population growth of 1.80 percent per annum which seems moderate compared with
the world average of 1.23 percent; more precisely with 3.38 percent corresponding rate of Low Income
Countries (LIC), 1.31 percent of Middle Income Countries (MIC), 0.70 of High Income Countries (HIC).

Furthermore, the population increase during 2000-2005, 2005-2010 and 2010-2015 was noted
at 9.12, 9.0 and 9.83 percent respectively implying that the last sub-period 2010-15 was more
pronounced in terms of population increase. Accordingly, the share of ECO Region’s population in total
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world population withessed an increase from 5.73 percent in 2000 to 6.23 percent in 2015 in a
consistent manner without any single drop in share over this period. Inter-temporal comparison shows
that the corresponding share in 2000, 2005, 2010 and 2015 have been computed at 5.73,5.87, 6.02
and 6.23 percent respectively, showing consistent rise of ECO population share in global population.

Figure A.1.1: Population of ECO Member States, 2000-2015
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However, the population growth rates of the member states have shown substantial variation
from the lowest rate of 1.10 percent per annum in Kazakhstan to the highest rate of 3.40 percent per
annum in Afghanistan which has risen by 65.09 percent during 2000-2015, in substantive part due to
return of Afghans living as refugees in neighbouring countries due to improvements in the security
situation in the country. Pakistan and Tajikistan also witnessed big increase by over 2 percent per
annum, precisely 2.10 and 2.13 percent respectively whereas in rest of seven member states
population growth rate remained between1-2 percent.

Table A.1.1 and Figure A.1.1 reflect that there has been marked change in the population
profile of Member States from 2000 to 2015 but in terms of percentage shares little variation has been
recorded. The upshot is that only three member states Afghanistan, Pakistan and Tajikistan have
gained share in region’s population in 2015 over 2000 whereas the other member states lost their
shares with varying magnitudes. As regards the population size in 2015, Pakistan is the most populous
country in the ECO Region with over 188.93 million people and has a share of 41.29 percent in the
total population of ECO region. The second highest populous country in the region is Iran with
population of 79.11 million and with 17.29 percent share (Figure A.1.3).
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Figure A.1.2: Population Growth Profile of ECO Member States, 2000-2015

il

I

Source: Calculations based on the World Bank data

In the same manner, Turkey has 78.67 million of population having share of 17.19 percent of
the total population of the Region. These three countries’ have an aggregated share of 75.63 percent in
total population of the Region in 2015, marginally down from 76.34 percent in 2000. Further to note that
these three countries were the largest three countries in the ECO Region in 2000 as well and with the
same descending order in terms of size of population.

Figure A.1.3: Member States' Population Share in ECO Region's Population, 2000 and 2015

Source: Calculations based on the World Bank data
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