GMS COOPERATION FOR DEVELOPMENT AND POVERTY REDUCTION

At the end of March this year, the Lao People’s Democratic Republic will host the Third Summit of
Leaders of the countries comprising the Greater Mekong Subregion Economic Cooperation
Program (GMS Program). The GMS Program has been the driving force in bringing together the
six countries that share the Mekong River—Cambodia, People’'s Republic of China, Lao People’'s
Democratic Republic (Lao PDR), Myanmar, Thailand, and Viet Nam—to become one of the world’s
fastest growing subregions.

The GMS covers 2.6 million square kilometers (km). Its rich human and natural resources make it a
new frontier for economic growth. As a “land bridge” between South and East Asia, it is ideally
positioned for trade with its neighbors.

But despite its geographic advantage and resources, more than 50 million of the subregion’'s over
300 million people are still living in poverty on less than the equivalent of one dollar a day.

Established in 1992 with the support of the Asian Development Bank (ADB), the GMS Program
promotes closer economic ties and cooperation among the six countries. Its vision is to create a
more integrated, prosperous, and harmonious Mekong subregion, complementing national efforts
to promote economic growth and reduce poverty, and augmenting domestic development
opportunities to create subregional opportunities.

The “Three C’s” of GMS Development

The GMS Program helps improve the quality of life across the subregion by emphasizing the “three
Cs": enhanced Connectivity, increased Competitiveness, and a greater sense of Community.
Connectivity among the GMS countries has been enhanced through the development of
subregional infrastructure; particularly transport corridors, power interconnection systems, and
telecommunications networks. The economic competitiveness of the subregion as a whole has
been improved not only through these infrastructure links but also through the facilitation of trade,
private investment, and tourism. A heightened sense of community is being fostered as GMS
countries jointly address shared social and environmental concerns, such as the prevention and
control of communicable diseases, and the protection of the subregion’s rich biodiversity and
ecosystems.

Based on activities rather than formal rules, the GMS Program is guided by a general set of
principles and institutional arrangements. It is results-oriented and pragmatic, with the six countries
planning and implementing projects for their mutual benefit.

It is also inclusive, involving all parties that wish to contribute. Increasingly, the program is seeing a
wider range of players from, among others, nongovernment organizations, other “development
partners” or bilateral and international funding agencies, academic and research institutions, and
the private sector.

The GMS Program promotes subregional cooperation in nine key sectors: transportation, energy,
telecommunications, human resource development, tourism, environment, trade facilitation, private
investment, and agriculture.

ADB plays a multifaceted role in the GMS Program—as lead or coordinating development partner,
an “honest broker,” a catalyst for dialogue and cofinancing, provider of advisory and secretariat
services, and a major financier of projects.












GMS CORRIDOR LIFTS HOPES AND CHANGES LIVES

National Road 9 in southern Lao PDR used to be a narrow and dilapidated road. Now, thanks to
cooperation between Lao PDR and its neighbors under the Greater Mekong Subregion Economic
Cooperation Program (GMS Program), the road has been transformed into an all-weather road that
is already beginning to change the lives of the inhabitants in the area.

Following the road’s improvement, for instance, the local market in the southeastern town of Sepon
has expanded significantly over the past few years. The market houses hundreds of small family
owned shops selling not only clothes and consumer goods but also vegetables, fish, and other
fresh products. A 16-year-old student selling vegetables grown in her small garden says, “lI come
here to open my shop twice a week after school to earn money for my family.”

An old farmer living about 20 kilometers away from the market is also very thankful. “The road was
so rugged and bumpy before that | was never able to bring my sweet potatoes from my farm,” he
says. “Now | come here twice a month to earn kip 20,000-50,000 ($2-$5) each time.”

The road is part of the GMS East-West Economic Corridor (EWEC), a GMS flagship program.
About 1,500 kilometers (km) long, this corridor will be the only direct and continuous land route
between the Indian Ocean (Andaman Sea) and the South China Sea. It links the following key
points in four countries: Mawlamyine-Myawaddy in Myanmar; Mae Sot-Phitsanulok-Khon Kaen-
Kalasin-Mukdahan in Thailand; Savannakhet-Dansavanh in Lao PDR; and Lao Bao-Dong Ha-Hue-
Da Nang in Viet Nam. It is the most advanced among the GMS corridors that are being developed,
being virtually complete with the opening of the Second Mekong International Bridge between
Mukdahan in Thailand and Savannakhet in Lao PDR on 20 December 2006.

The EWEC has made travel across southern Lao PDR very convenient. Travel time from the
border with Viet Nam at Dansavanh westward to Savannakhet province by bus, for instance, has
been reduced from about 12 hours before to only about three hours currently. Across the border, in
Viet Nam, a similar reduction in travel time is being enjoyed by travelers from Tien Sa-Da Nang
Port in the east to the border with Lac PDR at Lao Bao in the west from 6 hours to 4 hours.

The changes taking place along the highway are very visible. In Savannakhet province, whereas
before the old Road 9 traverses mostly barren land, now new and permanent housing structures,
markets, guesthouses, restaurants, trade, and other service enterprises, such as petrol stations,
automobile repair shops and other small establishments have mushroomed along the new
highway. Likewise, villagers in the small district towns of the province, who used to be subsistence
farmers practicing shifting cultivation, have benefited from the new enterprises in the area, as
these have generated employment as well as income-generating opportunities in such activities as
cash crop production, silk and cotton production and weaving, and handicraft. Also, rural students
have, through the new road, gained easier access to secondary schools in the towns.

The EWEC not only helped in improving the lives of the poor residing along the highway but also in
vitalizing local business and attracts foreign investors in the Lao PDR. For example, a one-hour
drive from the Sepon market is the gold and copper producer, Lane Xang Minerals Limited, a joint
venture with an Australian company. The mining company has been producing substantial
amounts of gold since 2003 and copper since 2005. It produced around 8.8 tons of gold in 2003,
6.9 tons in 2004, and 8 tons in 2005. Each year mining operations will be expanded further as
large gold/copper deposits still remain unexplored.

Underpinning the mine’s showcase operations is the improved transport infrastructure. The mine
manager confirmed that their decision to invest in gold and copper in this site was largely



