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Rajat M. Nag (extreme right), Director General, Mekong Department, ADB
joins a panel of speakers at the conference on Economic Cooperation and Opportunities in the
Greater Mekong Subregion Infrastructure and Private Sector Development in Washington DC.
With him (from right) are Noritada Morita, Chairman and Chief Executive Officer, Asia Strategy
Forum; Vice-Minister Nguyen Bich Dat, Ministry of Planning and Investment, Viet Nam; and
Hoang Viet Khang, Secretary-General, Greater Mekong Subregion National Secretariat, Foreign
Economic Relations Department, Ministry of Planning and Investment, who acted as interpreter

for Vice-Minister Dat.

he Asian Development Bank

(ADB) and the Foreign Policy

magazine held aone-day confer-

ence in Washington DC on
26 June, on Economic Cooperation and
Opportunitiesinthe Greater Mekong Subre-
gion (GMYS): Infrastructure and Private Sec-
tor Development. The conference brought
together government officials; Chief Execu-
tive Officers of top international corpora-
tions; diplomats; and representatives from
international financial institutions, think
tanks, and academiato take a closer look at
how aregion, oncemiredinconflict, isdowly
transforming itsalf into amodel of political
and economic cooperation.

When the GM S economic cooperation
programwasfirst launched by ADB in 1992,
relations among the six countries—Cam-
bodia, People's Republic of ChinaYunnan
Province), Lao People’'sDemocratic Repub-
lic(Lao PDR), Myanmar, Thailand, and Viet

Nam—were strained, tradewaslimited, and
the national economies were state-run and
controlled. Now, adecadelater, most of the
countriesare transforming themselvesinto
market economies and the peace dividend
has helped drive growth, improve living
standards, and begun to reduce poverty.
In Cambodia and Viet Nam, for example,
GDP growth averaged 5.5% between 1998
and 2002.

Shared Vision at GMS

Summit

At aGMS summit in November 2002, the
leaders of the six countries acknowledged
that “strong partnerships and cooperation
among GM S countriesisimportant in pro-
moting economic and social development,
reducing poverty, and protecting the envi-
ronment.” They reaffirmed their commit-
ment to subregional cooperation and a
shared vision of equal partnership in pur-

suing economic growth and greater pros-
perity. Themeeting for thefirst time brought
together state heads to discuss the GMS
program.

“All theseinvestments and effortswill,
within the foreseesble future, transform the
subregional economy into a broad, rapidly
growing market reaching 300 million people
who enjoy the benefits of prosperity and
peace,” said Cambodian PrimeMinister Hun
Sen, Chair of thesummit, inakeynoteaddress.

ADB President Tadao Chino pledged
to broaden the organization’s support for
the GMS program and stressed the value
of increased cooperation in the subregion.
“By theend of thisdecade, the GM S coun-
trieswill be even moreclosely connected,”
hesaid. “ At the sametime, the subregion’s
role asastrategic bridge between East and
Southeast Asia as well as between South
and East Asia, will become increasingly
important.”
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Conflict to Cooperation
(continued frompage 1)

Thekey aim of theregional approach
isto remove the structural impedimentsto
subregional cooperation by building new
roads, creating regional energy grids and
telecommunications systems, and taking
other steps to strengthen the economic
links between and among the GM S coun-
tries. With support from ADB and other
development partners, the countries have
embarked on aseries of projectsinvolving
both public and private sector investment.
These projects will, in turn, offer new
opportunities for enterprise development
all along the Mekong River. The key pro-
gramsincludethefollowing.

Transportation

Two key road projects promiseto facilitate
the movement of both goods and people
among the six countries. A 1,500-kilometer
(km) east-west corridor connecting Lao
PDR, Myanmar, Thailand, and Viet Namis
dated for completion in 2006. When the
project iscomplete, it will “forever change
the way many Southeast Asians think
about each other and interact with each
other,” said Myo Thant, Principal Regional
Cooperation Economist of ADB’sMekong
Department. A 2,000-km north-south road
system will ultimately connect the PRC'’s
Yunnan Province to Bangkok, reducing
transportation costsand making it possible
to complete the journey in about 20 hours.
Improving the north-south corridor “will
createthe only safe, viable, continuous, al-
weather overland route between Singapore
and Beijing,” said Rita Nangia, Director,
Finance and Infrastructure Division, ADB
Regional and Sustainable Development
Department.

Energy

Cooperation among the GM S countrieshas
enabled the governments to take steps to
establish aregional power grid and create
amarketplace for trading power on a sub-
regiona basis. For example, a$270 million
hydropower project in the Lao PDR,
financed partly by ADB, is bringing elec-
tricity to villages in remote mountainous
areas of the country. The project isajoint
venture between the state utility company,
which ownsa60% sharein the hydropower
plant, aThai power developer, and Nordic

Hydropower AB of Sweden. The project
has “paved the way for energy and trade
cooperationinthe GM Sand for private sec-
tor participation in financing, constructing,
and operating the plant,” said Viraphohn
Viravong, General Manager of the state uttil-
ity company. Meanwhile, on energy trad-
ing, Cambodia, Lao PDR, and Viet Nam have
signed aninter-governmental agreement to
createahigh-level committeeto coordinate
theimplementation of regional power trade.

Telecommunications

GMS governments have endorsed the
development of asubregional telecommu-
nications network that will link all six coun-
tries to a single “backbone.” ADB has
included $15 millioninloansto Cambodia
and $20 million to the Lao PDR for thefirst
phase of the project. ADB is aso provid-
ing technical assistance for a telecommu-
nications public policy sector study and
capacity building for Cambodia, Lao PDR,
andViet Nam.

The GMS will “transform the
subregional economy into a
broad, rapidly growing market

reaching 300 million people.”

—Cambodian Prime Minister Hun Sen

Improving Customs Process

Before the benefits of a subregional road
network and improved regional trade can
be realized, the customs process must be
streamlined to remove lengthy delays at
border crossings. As afirst step, the GMS
countries have implemented a one-stop
customsinspection pilot project at sel ected
border crossingsintheregion. Elementsof
the project include adopting and testing
standardized practices and procedures.

Sustainable Development

The six GMS countries are also working
together to promote environmentally sus-
tainable development. The key objectives
are to ensure that infrastructure projects
do not adversely impact the environment
and natural resources.

ADB Vice-President (Operations 1)
Myoung-Ho Shin delivers the opening and
welcome remarks at the GMS conference

Dingding Tang, Environmental Spe-
cidistintheAgriculture, Environment, and
Natural Resources Division, ADB Mekong
Department, noted, “profits from unregu-
lated resource exploitation can be enor-
mous for a select few, but can have dire
consequences for the rest of society be-
cause more than half the region’'s popula-
tion depends on agriculture, fisheries, and
forests for its livelihood.” As a result,
cooperation and vigilancearecritical.

InCambodia, for example, ADB andthe
World Bank havetied assistanceto Global
Witness, an international nongovernment
organi zation that is helping build the Cam-
bodian Government’s capacity to stopille-
gal logging. Inthe Lao PDR, ADB and the
World Bank are studying the feasibility of
building adam aong the Mekong to enable
the country to generate new hydropower
that can be sold to Thailand. While both
countries are eager to get the energy project
underway, key questions on the impact on
fisheriesremain unresolved.

In addition to removing the structural
impedimentsto regional economic prosper-
ity, the GMS program aims to generate
employment and increase household
incomesin rural areas. To thisend, the six
countries are cooperating in several areas,
including tourism, trade, investment,
human resource devel opment, and agricul -
ture. The GM'S countries are also cooper-
ating on several other fronts, from
combating thedrug tradeto ending thetraf-
ficking of women and children. m

For updates on GMS activities, visit
http://www.adb.org/GMS/news.asp or
http: //www.adb.org/Mekong/default.asp



ACTION PLAN IN PLACE

Monitoring the Impact of SARS

hile many analysts are hope-

ful that the long-term eco-

nomic outlook for Asia

remains bright, the severe

acute respiratory syndrome (SARS) out-

break has had a significant impact on the

region’seconomy. A report released by the

Asian Development Bank (ADB) on9 May

forecaststhat if SARS extends over the sec-

ond quarter of 2003, GDP growth for the

year could declinefrom 6.5%in 2002t05.3%

in 2003 for East Asiaand from4.1%in 2002
to 3.4% for Southeast Asia.

The economic conseguences would
beeven greater if the SARS epidemic con-
tinues into the third quarter of the year.
According to the report SARS Economic
Impactsand Implications, thedropin GDP
growth will trandlate into huge losses in
income and output, with estimated losses
ranging from $12.3 hillionto $28.4 billion
for East and Southeast Asia.

At a conference on SARS held in
Beijing on 13 May, ADB President Tadao
Chino said that “even if we all hope that
the impact of SARS will be short-term,
focused efforts are needed to ensure that
the adverse impacts are minimized.

Therefore, | consider SARSto beanimpor-

tant and urgent development issue.”

ADB has developed an action plan to
help its devel oping member countries pre-
vent, mitigate, and alleviate the conse-

guences of SARS.

“Focused efforts are needed to
ensure that the adverse impacts
are minimized. Therefore, | con-

sider SARS to be an important and
urgent development issue.”
- ADB President Tadao Chino

The plan includesthe following.

emergency actions. Drafting and sign-
ing a memorandum of understanding
between ADB and the World Health
Organization to facilitate cooperation
in checking the spread of the disease.
Providing country-specific and/or
regional technical assistancegrantsto
improve public health surveillanceand
provide training and institutional
capacity building. ADB technical
assistance may also be granted to
enable countriesto undertakeinforma-
tion and education campaigns and to
provide emergency public health ma-
terials and supplies. Grant recipients
could include ministries of health, lo-
cal health authorities, nongovernment
organization, and regional agencies.

Examining the readiness of member
countries to address SARS-related
issues, and initiating discussionswith
countries to identify any need to put
in place emergency procedures to
control the spread of the disease. As
part of this process, ADB will consult
with governments on the possibility
of reallocating loan proceeds from
existing projects for SARS-related

For the latest developments, visit
SARSWatch on-lineat http://aric.adb.org/
infocus/sarswatch.asp. B

See SARS Economic Impactsand Implica-
tions at http://www.adb.org/Documents/
EDRC/Policy_Briefs/PB015.pdf

$16 Million ADB Fund

Commitment to SME Growth in the Mekong

n April 2002, the Asian Develop-
ment Bank (ADB) launched its
Mekong Enterprise Fund (MEF),
the first venture capital fund to
make equity investments in small and
medium enterprises (SMEs) in Cambo-
dia, Lao People’'s Democratic Republic,
and Viet Nam. The $16 million Fund was
established to invest in private compa-
nies founded and managed by private
entrepreneurs, with a focus on export
industries and local service providers.
Investorsin the FundincludeADB,
Nordic Development Fund, State Secre-
tariat for Economic Affairs of Switzer-
land, Finnish fund for Industrial Coop-
eration Ltd., and other privateinvestors.
Theinitial feasibility study for the Fund
was carried out by the Mekong Project

Development Facility (MPDF), a
multidonor program aimed at assisting the
development of SMEs in the Greater
Mekong Subregion.

Through Mekong Capital Ltd., the
Fund manager, and MPDF, the Fund ad-
visor, the Fund is providing both techni-
cal and advisory support to the compa-
niesin which it invests.

TheFund hasalife of 10 years, with
an average investment size of approxi-
mately $500,000.

For more information, contact Cheolsu
Kim, ADB at Tel ephone (632) 632-6478,
E-mail: ckim@adb.org; and Chris
Freund, Mekong Capital Ltd. at Tele-
phone +848-827-3161, E-mail: chris@
mekongcapital. com

Greater Mekong Subregion
Publications and Video

Publications

Building on Success: A Strategic
Framework for the Next Ten Years
of the Greater Mekong Subregion
Economic Cooperation Program
(free)

Subregional Telecommunications
Sector Study for the Greater
Mekong Subregion ($10)

Video
River of Change: Peace Dividends
Along the Mekong (free)

For more information, go to http://
www.adb.org/Publications



Tackling Poverty in Cambodia,
Lao PDR, and Viet Nam

hile the Greater Mekong Subregion (GMS) economic cooperation program focuses on building up the physical

infrastructure that binds the six nations together and improving the climate for regional economic growth, the indi-

vidual governments bear the responsibility for providing the basic needs of their populations. The country strategy

and program reports for the individual GMS countries discuss the challenges these countries face, and the steps ADB

and its development partners are taking to help them improve access to basic services. Programs in these countries includes
strategies on improving national governance and encouraging private sector and small enterprise development.

Acritical first step inimproving living conditions and securing a brighter futurefor all isto reduce poverty and improve access

to education and health care. Here's a brief look at the progress being made toward achieving these goals in three of the GMS

countries: Cambodia, Lao People’'s Democratic Republic (Lao PDR), and Viet Nam.

Cambodia
Cambodiahasprepared adevel opment plan
for 2001-2005 that targets economic
growth, private sector development, and
good governance as the necessary com-
ponentsof poverty reduction. The plan has
three broad goals: sustaining economic
growth rates of 6—7% per year; equitable
distribution of incomeat the national level,
between urban and rural areas, and between
genders; and sustainable use of natural re-
sources and environmental protection.
Based on current trends, the country’s
poverty rate will decline to 25% by 2015.
This level is considerably higher than the
18-20% target rate set under the United
Nation’s (UN) Millennium Development
Goas(MDGs). Asaresult, morework isto
be done.

The Government has made consider-
able progress, however, in improving
accessto education. According to 2000 sta-
tistics, 78% of al primary age children went

The poverty rate in Cambodia
has declined but living conditions of rural
residents need to be further improved.

to school, compared with under 50% just a
decade earlier. Girls accounted for 47% of
primary total enrollment, and 37% of lower
secondary school enrollment. ADB has
spearheaded reformsin the education sec-
tor, working with development partnersto
help Cambodia build new schoals, train
teachers, and provide vocational training.
While Cambodia's health sector has
seen considerable improvementsin the last
decade, the country’s health indicators
remain among the worst in the Asia and
Pacific region. ADB has supported several
projectstoimprove primary health care, and
will continue to support investments in
facilities, equipment, supplies, andthetrain-
ing of medical personnel. The adoption of
anew government policy toimprove water
supply and sanitation in urban and rural
areas should also help prevent disease.
Onthehealth front, evidence suggests
that the HIV/AIDS epidemic may have
reached its peak in the country. ADB has
actively supported the National AIDS
Authority’s effortsto treat the epidemic as
both a health and a social and develop-
ment issue, and these efforts continues.

Lao PDR

The Lao PDR has made considerable
progress in reducing poverty, and recent
trendsindicatethat the country will achieve
itsMDGs before 2015.

Although the United Nations Devel-
opment Programme ranked the Lao PDR
131st among 174 developing countriesin
human resource development, the Govern-

The Lao Government focuses on
education as a way out of poverty.

ment is committed to achieving universal
primary education by 2015 and primary
health carefor all by 2020. To achievethese
goals, the Lao PDR has increased educa
tion expendituresfrom 9% of thetotal bud-
get in 2001 to about 12% last year. More-
over, the Government intends to increase
education expenditure to 15% and health
expenditureto 10%in 2005.

ADB hasworked withthe Lao PDR to
improve access to and quality of educa
tion, primary health care services, and water
supply and sanitation.

Viet Nam

According to preliminary ADB estimates,
Viet Nam's gross domestic product (GDP)
grew in 2001 by 5.8%, making itsexpansion
rates second only to the People’s Republic
of China among countries in the region.
Furthermore, GDP estimates in the first



Tackling Poverty

(continued from page 4)
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Infrastructure
development in Viet Nam is making rural
areas more accessible and helping the
industry sector.

quarter of 2002 was up 6.6%, compared with
the level in the previousyear.

With a strong industry sector and an
export market that has performed positively
despitetheglobal economic dowdown, Viet
Nam has made considerable progress in
reducing poverty and providing children
access to primary education. The country
has aready achieved one key millennium
development target: the poverty level in
Viet Nam has been reduced from over 70%
in 1990 to about 33% in 2000. The Govern-
ment has now set out new targets to fur-
ther reduce poverty to 19% by 2010, and to
reduce the proportion of poor households
from 17.2%in 2000 to 7% by 2010.

Viet Nam is aso likely to achieve its
MDGsfor education. Primary net enrollment
ratesincreased from 86%in 1990to0 95%in
1999, and the Government remai ns commit-
ted to achieving quality universal educa-
tion for al by 2010. The Government fur-
ther hopes to achieve enrollment rates in
lower secondary education of 90% by 2010.

On hedlth care, however, Viet Nam il
has considerable work to do, particularly
in providing access to health services to
therural poor. ADB isassistingViet Namin
improving the health situation, planning a
project toimprovethe quality of health care
and access to services among the poor.

ADB isasoworking with the Govern-
ment to strengthen the nation’s capacity
to combat both communicable and
foodbornediseases. ™

Emergency Policy Drafted for
Conflict-Affected Countries

DB isdrafting acomprehensive

emergency policy to assist

conflict-affected countries and

strengthen links between post-
conflict operations and its overarching
goal of poverty reduction. Past recipients
of postconflict aid have included
Cambodia, $122.7 million; Philippines, $192
million; Solomon Idands, $10.5 million; Sri
Lanka, $84 million; Tgjikistan, $28.6 million
and Timor-Leste (formerly East Timor),
$8.7million.

Afghanistan, a large part of ADB’s
postconflict reconstruction focus, has
received assistancetotaling $337 million for
2002 and 2003. In 2003, ADB provided $150
million for the Emergency Infrastructure
Rehabilitation and Reconstruction Project

to hel p restore damaged infrastructure such
as primary roads; electric power transmis-
sion lines; and gas production, transmis-
sion, and distribution facilities. The assis-
tance to Afghanistan is part of ADB’s
pledge of $500 million made at aninterna:
tiona conferencein Tokyoin January 2002.

This information was disclosed in a
special theme chapter “ Rehabilitation and
Reconstruction: ADB’sRolein Afghanistan
and the Region” of the recently released
Annual Report 2002. =

Copies of the Annual Report may be or-
dered from ADB'’s Publications Unit
(adbpub@adb.org) or downloaded at
http://www.adb.org/Documents/Reports/
Annual_Report/202/default.asp

SARS Agreement Signed with WHO

memorandum of understanding

(MOU) with the World Health

Organization (WHO), signed by

ADB President Tadao Chino in
June, further emphasizes ADB'’s
committment to cooperate in the fight
against the severe acute respiratory
syndrome (SARS) and other emerging
diseases. TheMOU formdizesapartnership
that was formed soon after the SARS
outbreak, with ADB providing financing ($2
million to date) and WHO the technical
expertise.

Afghanistan Faces

he international spotlight on Iraq
should not overshadow the
reconstruction of Afghanistan,
which depends crucially on con-
tinued support from theinternational com-
munity, said asenior ADB official at asemi-
nar in Tokyo. Thecurrent level of contribu-
tions by international donors to the
Afghanistan Reconstruction Trust Fund
(ARTF), which supportsthe country’s bud-
get, falls short of meeting requirements.

While the WHO reports that SARS is
on the declinein Asiaand other parts of the
world, ADB is*concentrating assistance on
the longer-term issues of surveillance and
prevention,” said Geert H. P B. vander Lin-
den, Specia Advisor tothe ADB President.
ADB will support programsin 14 countries.
Clay Wescott, ADB’s Principal Regional
Cooperation Specialist, explains that “to
ensureadequatefinancingisin place, weare
seeking additional funds from donor capi-
tals, while encouraging borrowing countries
to redllocateloan fundsfor SARSwork. B

Funding Shortfalls

An assessment by the Ministry of
Financein Kabul revealsthat although do-
nors earlier pledged enough to cover 90%
of the projects in the country’s develop-
ment budget, only asmall portion of their
pledges have actually been committed.
According to Afghanistan President Hamid
Karzai, the country requires $15-20 billion
over thenext 5 yearsto rebuild vital social
and economic infrastructure and to com-
bat terrorism and drugs production.



ADB Publications
Afghanistan Sector Reports

To assist Afghanistan in recovery and
reconstruction, ADB, United Nations
Development Programme, and World
Bank undertook a preliminary needs
assessment in December 2001 to identify
initial priorities and cost estimates. The
findings were presented in 2002 at a Min-
isterial Meeting in Tokyo, where it was
agreed that sector missions would be
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mobilized to undertake comprehensive
needs assessments.

This series of sector reports was
based on several needs assessment mis-
sions that took place in 2002 in consulta-
tion with a range of stakeholders. The
reports highlight current conditions in a
given sector, development needs, and
future objectives, including specific areas
of focus in the short and long-term for
ADB and other development partners.
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For these and other publications, contact Asian Development Bank, Publications Unit, PO. Box
789, 0980 Manila, Philippines, Facsimile (632)636-2648; E-mail: adbpub@adb.org; or visit
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