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ensuring the success of investments in transport projects

by working to reduce legal and policy barriers to the

movement of goods and people. Synergy between
economic activities and infrastructure development is
being achieved by developing economic corridors. The

first of these—the East-West Economic Corridor—is a

1,500-kilometer road link from Mawlamyine on the

Andaman Sea in Myanmar, traversing Lao PDR and

Thailand, and ending at Da Nang near the South China

Sea in Viet Nam. By 2004, it will be possible to traverse

90% of the corridor along a modern, all-weather highway.
At the 10" GMS Ministerial Conference in late 2001 in

Yangon, Myanmar, the GMS ministers expressed their

intention to strengthen and accelerate their economic

cooperation initiatives and endorsed a 10-year strategic
framework to serve as the blueprint for this. They agreed to

e strengthen infrastructure linkages with a
multisectoral approach;

. facilitate crossborder trade and investment;

e enhance private sector participation;

e develop human resources; and

e promote environmental protection and sustainable
use of shared natural resources.

The ministers endorsed 10 flagship projects,
including further developing the East-West Economic
Corridor and the Chiang Rai-Kunming road (North-
South Corridor Project); facilitating crossborder
movement of goods and services; and promoting the
role of the private sector, particularly small- and
medium-sized enterprises. Public-private partnerships
will be promoted through the recently established
GMS Business Forum. Major activities will include
pilot testing single-stop customs inspection proce-
dures, and working to complete the accession process
for all GMS countries to the Framework Agreement for
the Facilitation of Crossborder Movement of Goods
and Peoples in the GMS by 2005. ADB will continue to
help build the capacities of national institutions in
program management.

Several lessons from the GMS program have
relevance to other regional initiatives in Asia.

e Countries must have ownership as well as the
capacity to lead, manage, and monitor the
initiative.

e Broad-based participation of local officials, civil
society, private sector, and nongovernment
organizations is needed.

e Equitable sharing of the costs and benefits of
crossborder projects is required.

e Success requires sustained diplomacy and long-
term commitment by parties concerned.

For more on the GMS initiative, see http://www.adb.org/gms.

Central Asia: The former Soviet republics in
Central Asia face the twin challenges of building their
nations and making the transition to a market economy.
Given the countries’ landlocked and remote locations
from major world markets, small domestic markets, and
complementary resource endowments, especially in
energy and water, these challenges are formidable.

The Central Asian Regional Economic Cooperation
(CAREC) program was initiated in 1997 to support and
encourage economic cooperation among the PRC,°
Kazakhstan, Kyrgyz Republic, Tajikistan, and
Uzbekistan. Azerbaijan and Mongolia are expected to
join soon. With the overall objectives of promoting
economic growth and raising living standards, CAREC
focuses on promoting market integration within and
outside the region, financing infrastructure projects, and
improving the accompanying policy environment.

Like other regional cooperation initiatives, CAREC's
focus has evolved. Early efforts were on raising
awareness of the importance of regional cooperation,
mainly through workshops, seminars, and studies. As
mutual understanding and trust developed, the emphasis
shifted to identifying and preparing priority regional
projects in transport, energy, and trade, and in policy
reforms to remove crossborder barriers to the movement
of goods and people.

In August 2001, senior government officials
reemphasized reiterated their support for ADB
involvement in transport, energy, and trade. They also
agreed to establish an overall institutional framework—
consisting of a policy-making ministerial-level confer-
ence and implementation arrangements—to help
strengthen the program and provide a mechanism for
high-level policy dialogue, consensus building, and
mobilizing resources.

ADB's efforts have begun to bear concrete results.
In October 2000, ADB approved a $57 million loan for
the Almaty-Bishkek Regional Road Rehabilitation Project
to improve a road link between Kazakhstan and the
Kyrgyz Republic. A feasibility study on improving the
Central Asia power transmission system has been
completed. In addition, ADB continues to lead in
addressing issues with a direct impact on the livelihood
of people and poverty reduction. A project to manage
education reform by reviewing key policy issues and
development strategies, and collective discussions on
education reform is one such initiative. Another is a
project to improve nutrition of poor mothers and
children by fortifying salt and flour with iodine.

The events of 11 September led to increased ADB
support for economic cooperation in Central Asia. Trade
facilitation initiatives will focus on regional cooperation
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in customs, a pilot joint processing project, and capacity
building. An agreement has been reached with the
Kyrgyz Republic and Tajikistan for ADB to assist in
customs modernization and cooperation. In the
transport sector, the focus will be on rehabilitating key
sections of the regional transport networks. Technical
assistance will help prepare the Kyrgyz Transport
Corridor Project, which will develop a transcontinental
rail and regional road link. ADB will continue to provide
support to rationalize the use of regional energy
networks and support regional initiatives to explore
hydropower resources.

Annual ministerial conferences for the CAREC
initiative will serve as important means for achieving
long-term stability and prosperity in the region. The
Ministerial Conference’ planned for 2002 is expected to
advance support for economic cooperation in the region
by prioritizing regional investment and other projects,
explore new prospects for cooperation in the context of
Afghanistan’s reconstruction, and facilitate coordination
with other funding agencies and the international
community within the CAREC initiative. For more on the
CAREC initiative, see http://www.adb.org/CAREC.

South Asia: The South Asia Subregional Economic
Cooperation (SASEC) subregion, comprising Bangladesh,
Bhutan, India, and Nepal, has significant resources and
potential. It also has more than 500 million of the
900 million people in Asia living on less than a dollar
a day.

The complementarities among these countries—vast
endowments of hydropower, hydrocarbon, and other
minerals; ports; a large deltaic rice bowl; and skilled low-
cost workforce—could rapidly reduce poverty through high
growth, led by subregional cooperation.

In 1997, the foreign ministers of Bangladesh, Bhutan,
India, and Nepal organized the South Asia Growth
Quadrangle (SAGQ) to build on those complementarities.
Launched by the Foreign Ministers, SAGQ identified five
priority sectors for cooperation, established action
committees for each sector, and assigned coordinating
responsibilities among its members. Bangladesh was
responsible for energy, Bhutan for environment, India
for trade and investment, and Nepal for transport and
tourism. SAGQ requested assistance in developing the
sectors; that request led to the South Asia Subregional
Economic Cooperation (SASEC).

The SASEC program began in 2000 with a regional
technical assistance for a private sector forum on
economic cooperation in South Asia, an ADB-supported
initiative of the chambers of commerce of Bangladesh,
Bhutan, India, and Nepal. Subsequently, a regional
initiative was launched to identify and prioritize subre-
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gional projects in tourism, environment, transport,

power and energy, trade and investment, and private

sector cooperation. Each working group met in 2001,

with the participation of top officials demonstrating the

governments’ high-level commitment to the program.

The sector working groups established specific priorities

and identified project concepts.

The SASEC program also organized a regional
roundtable on information and communication
technology (ICT)? to bring together key players from the
ICT sector in SASEC and the GMS to interact with their
public and private sector counterparts. The activity was
aimed at learning from India’s success in ICT and
applying the lessons to their own ICT development
strategies. The roundtable generated concrete proposals
for regional cooperation in physical infrastructure, and
institutional and capacity-building dimensions of ICT.
These range from fiber optic extensions to India’s
neighbors to cyber laws and human resource development
in the ICT sector.

In addition, several investment projects initiated
within SASEC countries have subregional implications:

e anorth-south transport corridor in India, from Siliguri
to Kolkata and Haldia in West Bengal, with links to
border points in Bangladesh, Bhutan, and Nepal;

e the Northwest Road Corridor Improvement Project
in Bangladesh, from Panchagar to Bangla Bandh,
which can be linked to Nepal and India; and

e the Fourth Road Improvement Project for Nepal's
East-West Road Corridor, which links to the road
corridors in Bangladesh and India through
Kakarbita.

ADB's Private Sector Group has also invested in
Lafarge Surma Cement, Ltd., the first subregional private
sector project, which will transport limestone from
Meghalaya, India, to a cement plant in Bangladesh
through a crossborder conveyor system. For more on the
SASEC initiative, see http://www.adb.org/SASEC.

Southeast Asia: Significant advances were made in
regional cooperation in Southeast Asia in the mid-1990s.
However, progress stalled after external and internal
shocks spoiled the investment climate: the Asian
financial crisis in 1997; the destruction caused by the
El Nifio and the La Nifia weather phenomena in 1998
and 1999; changes in political leadership at national
and local levels; and armed domestic conflict in
some areas.

Opportunities to revive regional cooperation in
Southeast Asia increased in 2001. Efforts of govern-
ments concerned are focused on the Indonesia-
Malaysia-Thailand Growth Triangle (IMT-GT) and the
Brunei Darussalam-Indonesia-Malaysia-Philippines East
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Priority SASEC Activities Identified by
Working Groups in 2001

Tourism

* Promote the subregion by adopting a theme reflec-
tive of the region

* Hold an annual tourism forum and produce
promotional materials in various media

* Develop a common product around ecotourism

* Undertake a human resource development program
for the tourism industry

* Improve aviation and road access, and border and
visa facilities

* Develop a tourism master plan for the SASEC region

Environment

* Watershed and biodiversity management

e Cleaner production, and waste and pollution
management

* Information networking

Transport

* Logistics approach
¢ Institutional issues
* Procedural issues

Power and Energy
* Regional power system master plan

Trade, Investment and Private Sector Cooperation

* Various subregional trade and investment facilita-
tion services to be provided through the South Asia
Business Forum, a new network of apex chambers
of commerce from the SASEC countries

ASEAN Growth Area (BIMP-EAGA). Political leaders
are focused on addressing the socioeconomic causes
of security problems, and are planning measures to
improve the environment for private sector participation,
such as identifying new prospects for private sector
partnerships in each other’s countries and lowering
trade barriers.

ADB reaffirmed its support for regional cooperation
in BIMP-EAGA in late 1999 when it initiated a study of
small- and medium-sized enterprises (SMEs) in
Indonesia and the Philippines to help develop and
strengthen the private sector. The resulting strategy was
endorsed by both countries’ governments and was
aimed at developing SMEs in areas within the framework
of the BIMP-EAGA subregional cooperation mechanism.
ADB is undertaking activities to implement the SME
development strategy and encouraging other bilateral

and multilateral funding agencies to participate. ADB is
examining options to expand the strategy across the
entire EAGA region;'° reviewing the EAGA structure and
mechanisms; and examining harmonization of customs,
immigration, quarantine, and security rules, regulations,
and procedures to revitalize subregional economic
cooperation initiatives.

In November 2001, at a meeting of the ASEAN
heads, it was agreed to invite ADB as an advisor to
BIMP-EAGA. In this role, ADB is preparing a program to
help revive and strengthen economic development in the
region by reengineering subregional cooperation and
jumpstarting economic activity to restore business
confidence. Reengineering requires upgrading subregion-
al cooperation mechanisms and improving coordination
with bilateral, multilateral, and other subregional
development partners, including ASEAN. The initiatives
will seek to redefine subregional development priorities
and strategies, enhance crossborder trade and
investment, strengthen SME access to information, and
establish an economic development fund.

ADB is closely following activities in the IMT-GT to
help strengthen regional cooperation. As improved
transport links are a priority for both the IMT-GT
and BIMP-EAGA initiatives, ADB has approved
technical assistance to strengthen regional cooperation
in this sector.!!

Pacific DMCs: Regional cooperation has under-
pinned ADB'’s operations in its 12 Pacific DMCs, which
stand to gain from collectively reaping the benefits of
economies of scale in public and private activities. The
Pacific has more than 200 regional organizations
covering issues such as politics, economics, sector
development, commerce and trade, and religion. ADB's
promotion of regional cooperation has focused on
fisheries, airline and airspace management, regional
stock exchanges, public sector management, and
governance and money laundering. ADB also supports
regional studies to assess poverty in the Pacific region
and analyze financial sector issues and strategies.

Fish are the most significant economic resource for
the small Pacific economies. Together, the exclusive
economic zones of the Pacific islands total 30.5 million
square kilometers. The total tuna catch in the Pacific
averages 1 million metric tons a year—almost one third
of the worldwide catch. The tuna industry is worth some
$1.9 billion per annum to Pacific economies.

ADB has a special role in responding to emerging
regional concerns. For example, marine resource
management, including the Multilateral High-Level
Consultations to develop an international tuna
management agreement, is an area where ADB
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assistance can be especially beneficial. The Forum
Fisheries Agency approach gave the distant water
fishing nations an improved bargaining position. ADB
has also supported live reef fish trade management;
environmental and resource management, including
climate change and sea level rise resulting from
global warming; biodiversity; and indigenous
environmental management.

ADB is encouraging negotiations in the area of
airline and airspace management. As private investment
is often not viable in this area, regional cooperation will
enable Pacific nations to develop collaborative
arrangements that allow economic and financial
viability. Similarly, ADB is helping Pacific DMCs assess
their ICT readiness, closing the gap between ICT
demand and supply, and increasing the awareness of
regional cooperation in this sector. In particular, ADB is
focusing on ICT infrastructure development, social
inclusion, and electronic governance.

Also showing promising results in the Pacific is
ADB's support for regional cooperation in capacity
building and information sharing. For example, ADB is
promoting regional cooperation to develop economic
statistics capacity in selected Pacific DMCs. Public sector
management and governance reform continue to be an
important ADB focus through support to the Pacific
Financial Technical Assistance Center and regional
seminars. ADB initiated governance assessments for
some Pacific DMCs in 2001, and will continue this
process in 2002. ADB has also, in collaboration with the
ADB Institute, supported the training of trainers in
public expenditure management and private-public
partnership in the social sectors.

The financial and utility services sectors are
essential for long-term private sector development. An
ADB-assisted review of financial sectors in seven Pacific
DMCs identified key constraints and facilitated dialogue
among countries on regional solutions, including the
possibility of electronically linking regional stock
exchanges. ADB continues to promote regional
cooperation among utility providers through the Pacific
Water Association and the Pacific Power Association,
which developed benchmarks for their members’ utilities
and facilitated sharing of experiences and approaches to
providing drinking water and power in Pacific countries.
ADB also helps Pacific DMCs combat money laundering
by establishing legal and financial frameworks that meet
international standards.

The PRC and Mongolia: Trade and economic
relations between the PRC and Mongolia were previously
limited. However, by participating in the Tumen River
Area Development Program,'? both countries expressed

ANNUAL REPORT 2001

interest in accelerating growth and development by
strengthening economic cooperation.

To support this, ADB provided technical assistance
in 2000 for a strategic study of the options for economic
cooperation among three eastern provinces of
Mongolia,'* and the Xinganmeng Prefecture of the Inner
Mongolia Autonomous Region in the PRC.'* The study
highlighted the region’s potential for developing mineral
resources, preserving its diversified ecosystem and
unique natural environment, and developing green food
production and international tourism. The study recog-
nized that rapid development of the PRC transportation
system would help break the region’s physical isolation
from world markets.

As a result of the study, the two governments
agreed on a phased approach for promoting cooperation,
beginning with the construction of joint border facilities
to allow year-round trade and travel, and also formulat-
ing a plan to manage the environmental impact of
development arising from enhanced crossborder
activities. In the medium term, they agreed to review the
export potential of mineral deposits in eastern Mongolia.
A shared view on the mining sector’s potential will help
them formulate a mutually agreed medium-term
regional transport plan.

Regional monetary and financial
cooperation

In the aftermath of the 1997 Asian financial crisis, many
countries in East Asia sought closer monetary and
financial cooperation to achieve greater regional
financial stability. Initiatives were in three broad areas:
information exchange and economic surveillance;
regional financing arrangements; and coordination of
macroeconomic and exchange rate policies.

Information exchange and economic surveillance:
There are three major initiatives in information ex-
change and economic surveillance: the Manila Frame-
work Group, the ASEAN Surveillance Process, and the
ASEAN+3 Surveillance Process.

The Manila Framework Group'® was formed in
November 1997 with the overriding purpose of regional
surveillance. Under this process, deputies from the
finance ministries and central banks of member
countries meet semiannually to discuss regional
economic issues of common interest. ADB supports
this process by participating in all the meetings and
presenting a regional economic outlook to help
facilitate policy dialogue.

The ASEAN Surveillance Process was established in
October 1998 to strengthen policy-making capacity
within the group, based on the principles of peer review



