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Fostering Regional Cooperation

The Asian Development Bank (ADB)
is supporting three regional cooperation
programs in which the People’s Republic

of China (PRC) has direct involvement.

The Greater Mekong Subregion
(GMS) initiative began in 1992. Countries
along the Mekong River have selected
several priorities, including removing trade
barriers, improving infrastructure and
preventing HIV/AIDS. Under this program,
ADB has financed road projects in Yunnan
Province and provided technical
assistance for sustainable development
in the Lancang River basin.

The Xinjiang Uygur Autonomous
Region of the PRC is part of a similar
initiative in Central Asia that began in 1997.

Cooperation between the
Government of Mongolia and the Inner
Mongolia Autonomous Region of the PRC
is also being promoted.
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The Greater Mekong Subregion (GMS) Program

The Greater Mekong Subregion
(GMS) consists of Cambodia, Lao
People’'s Democratic Republic,
Myanmar, Thailand, Viet Nam, and
Yunnan Province of the People's
Republic of China (PRC). As an area
with considerable natural resources,
GMS presents opportunities for
strengthened partnership with
development partners and private sector
investors. With an area of 2.3 million
square kilometers (about the size of
continental Europe), GMS is home to
250 million people who share the world's
12" largest river — the Mekong — and
have close cultural and historical
linkages. GMS has natural resources,
such as crude oil and natural gas, and
gems, as well as water resources for
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The first GMS Summit, held on 3 November 2002 in Phnom Penh, Cambodia, concluded with the six leaders
pledging to work more closely together to reduce poverty and promote greater subregional integration
among the GMS countries. The picture: ADB President Chino (left) and PRC Primier Zhu Rongji
(third from left) with summit leaders from the six countries.
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project was rated highly successful
(expressway from Chuxiong to Dali), and
another is well under way (expressway
from Yuanjiang to Muohei). A third road
project is expected to be approved in 2003
(from Baoshan to Longlin). These roads
will help improve the transport
infrastructure linking Yunnan Province with
neighboring GMS countries. This improved
infrastructure was complemented by the
signing of the Agreement for Facilitation of
the Cross-Border Movement of Goods and
People in the Greater Mekong Region in
2002.
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The Chuxiong-Dali Expressway, part of a transportation network necessary
to promote regional cooperation.

Central Asia Regional Economic Cooperation Program:
Progress And Future Direction

In 1997, the Asian Development
Bank (ADB) initiated the Central Asia
Regional Economic Cooperation (AREC)
Program to support economic
cooperation in Central Asia. The program
involves the Azerbaijan, Kazakhstan,
Kyrgyz Republic, Mongolia, Tajikistan,

Central ASIAN Republics and Xinjiang Uygur
Autonomous Region of the PRC

Turkmenistan, Uzbekistan and Xinjiang
Autonomous Region in the People’s
Republic of China (PRC). It seeks to
address the long-term development
challenges of the region's geographic
isolation and difficulties of transition to a
market based economy. The Program
has focused on infrastructure
investments with accompanying policy
improvements in (i) transport, to lessen
the region's locational disadvantage; (ii)
energy, to encourage rational resource
use; and (iii) trade facilitation, to promote
market integration both within the region
and with the outside world.

The Program has supported projects
with significant regional impacts. In the
transport sector, an successful example is

the Almaty-Bishkek Regional Road
Rehabilitation Project approved in 2000.
In the energy sector, loan assistance for
the Central Asia Power Transmission
Modernization Project is programmed for
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National Focal Points Meeting held on
6 and 7 December 2002 in Kunming,
Yunnan Province, PRC
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2003, and a feasibility study for the
Regional Gas Transmission Improvement
Project is also being implemented. In trade
facilitation, the focus has been on customs
as a key public institution affecting trade
flows. A comprehensive initiative for
customs modernization and cooperation
is being programmed for implementation.

Recent peace progress in Afghanistan
after the 11 September event has opened
new opportunities for Central Asia. The
removal of a major source of instability
should enable the Central Asia
governments to focus their limited
resources on longer-term development
issues, including those that require joint
efforts. A peaceful and stable Afghanistan
also offers the possibility of a southern
route from Central Asia to the South Asian
subcontinent and to the sea. The Central
Asian countries are actively exploring
cooperation opportunities particularly in
transport and energy to take advantage of
these short and long-term opportunities.
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Consultation Meeting on Regional Transport Sector Strategy in Central
Asia held on 7 November 2002 in Bishkek, Kyrgyz Republic
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Cooperation between Mongolia and Inner Mongolia
Autonomous Region in the PRC

The People’s Republic of China
(PRC) and Mongolia share a common
border of more than 4,000 kilometers. The
two countries have the potential to
accelerate development through economic
cooperation. In 2000, the governments of
the PRC and Mongolia requested ADB's
support in promoting economic cooperation

in a specific project area, covering three
provinces in eastern Mongolia and the
Xinganmeng Prefecture in the
Mongolia Autonomous Region.

Inner

ADB's technical assistance has helped
the two countries establish an institutional
framework to promote and coordinate
economic cooperation in this area. The two

governments are working on four prioritized
projects: (i) undertaking a feasibility study
on construction of a border bridge, (ii)
developing a joint environmental protection
plan, (i) assessing of the market potential
of mineral resources in eastern Mongolia,
and (iv) formulating a joint strategy for
infrastructure development to facilitate



Mongolia's exports via PRC's transportation
infrastructure. ADB’s activities have
complemented these efforts.

Based on successful initial experience,
the two governments have identified further
cooperation in transportation, trade,
investment and environmental
management as their common priorities for
ADB'’s continued support. A north-south
trunk road in Mongolia will link the road
systems of the PRC and Russia through
the main Mongolia economic centers
including its capital city, Ulaanbaatar. Along
with road construction, ADB will also help
Mongolia build its capacity to operate the
international transport corridor and manage
cross-border traffic. For environmental
management, ADB is working together with
other international institutions including the
United Nations Environment Program,
United Nations Economic and Social

Commission for Asia and the Pacific, and
United Nations Convention to Combat
Desertification to prepare a regional
technical assistance for the PRC and
Mongolia to address the transboundary
environment problem of dust and
sandstorms in Northeast Asia, in
cooperation with the governments of Japan
and the Republic of Korea.
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Regional Monetary and Financial Cooperation in East Asia

A Workshop on Regional Early Warning Systems was held on 13 December 2002 in Beijing.
It was organized jointly by ADB, the People's Bank of China, and ASEAN.
2002 12 13

After the 1997 Asian financial crisis,
many countries in East Asia believed that
there was a need for closer monetary and
financial cooperation to achieve greater
financial stability in the region. As a result,
initiatives were taken in three areas: (i)
information exchange, (ii) regional
financing arrangements, and (iii)
coordination of macroeconomic and
exchange rate policies.

Semiannual meetings of deputies
from finance ministries and central banks
were held to discuss emerging economic
development in the region and assess
policy decisions. The finance ministers of
the Association of Southeast Asian Nations
(ASEAN) meet twice a year to coordinate
policy, and monitor exchange rates and






® The 2nd Assembly of the Global

Environment Facility (GEF), held in
Beijing on 16-18 October 2002, was
attended by ADB Vice-President
Joseph B. Eichenberger. Before this
event, the GEF Council endorsed the
Country Program Framework (CPF)
Brief for the PRC-GEF Partnership on
Land Degradation in Dryland
Ecosystems, for which ADB provided
$600,000 in grants and GEF
contributed $350,000. This partnership
provides a new instrument for the
Government and the international
community to combat land degradation
and poverty in the PRC, particularly
the western region. ADB's team
headed by Vice-President
Eichenberger attended the Assembly
meeting and received a special

welcome from the Government.
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Other Seminars and Events

® Two disbursement seminars — one in

Nanijing, Jiangsu Province and another
in Yinchuan, Ningxia Province — were
held in October 2002. The Controller's
Department, supported by the PRC
Resident Mission (PRCM), organized
the seminars in association with the
Ministry of Finance. More than 100
officials from government and

executing agencies participated.
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A financial management review (FMR)
of ADB-financed projects was carried
out from October to December 2002.
The objectives of the review were to
assess the soundness of financial
management systems and practices of
executing agencies and to identify
difficulties in complying with project
financial covenants and ADB's financial
management requirements. While the
review covered all ongoing projects,
two projects — the Anhui Environmental
Improvement Project and the
Chongqing Expressway — were selected
as case studies for detailed evaluation.
A workshop was held on 10 December
2002 in PRCM to discuss the preliminary

findings. Representatives from the

Ministry of Finance, National Audit
Office, line ministries, the Chinese
Institute of Certified Public Accountants,

and executing agencies participated.
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® A procurement review was carried out

during November and December 2002.
The objectives of the review were to
determine the adequacy of the
procurement and contracting
procedures followed by the executing
agencies and compliance with ADB
guidelines and procedures. It examined
the adequacy of ADB's approval
process. Based on these, the review
identified ways of improving the
procurement and contracting process.
Three projects were covered: Fujian
Soil Conservation and Rural
Development Project, Fuzhou Water
Supply and Wastewater Treatment



Project, and Yunnan Dachaoshan

Power Transmission Project.

® On 3 December 2002, an
International Seminar on Regulation
of Foundations was held in Beijing,
co-organized by the Office of
Legislative Affairs (OLA) of the State
Council, and ADB. Government
officials from OLA, ADB
representatives from PRCM and the
Office of General Counsel, and

international consultants attended.
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ADB provided Mark Pruden, a masters
degree student of International
Development at Royal Melbourne
Institute of Technology in Australia,
with the opportunity to undertake
research on the cause and extent of
poverty differentials between Beijing
residents and rural migrants during a
3-month internship program. The
research focused on the background
and institutional factors that enable or
constrain Beijing migrant movement,
employment, and settlement. Other
interns undertook research on
nongovernmental organizations in the
PRC and status of vehicle emissions
in the PRC.
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In 2002, the first set of four loan projects
was transferred from ADB
hendquarters sector divisions to PRCM
for administration. This is part of a plan

to transfer increasing number of
projects to PRCM in line with ADB's
Resident Mission Policy. The four
projects transferred are: Fujian
Mianhuatan Hydropower, Northeast
Power Transmission, Chengdu-
Nanchong Expressway, and West
Henan Agriculture Development.
These projects were transferred
subsequent to joint loan review/
handover missions and the transfer of
project documents and files. The photo
below shows the signing of
memorandum at the end of the joint
review mission for the Chengdu-

Nanchong Expressway Project.
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