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ECONOMIC ANALYSIS 
 
1. The project builds on the Greater Mekong Subregion (GMS) Biodiversity Corridors 
Initiative pilot phase. It has four components: (i) institutional and community strengthening in  
22 communes in 10 districts and two provinces in Cambodia, 69 villages in 5 districts in three 
provinces in the Lao People’s Democratic Republic (Lao PDR), and 34 communes in 6 districts 
and three provinces in Viet Nam; (ii) biodiversity corridor restoration and ecosystem service 
protection through delineation, demarcation, management, and protection of natural forest areas 
within the corridor, and restoration of denuded and heavily degraded forestland that 
reestablishes connectivity between tracts of natural forest and provides crucial soil and water 
conservation services; (iii) livelihood improvement for communities within the corridor through 
support for commune investment planning and the provision of funds to communes for 
investment in agroforestry, cultivation, and processing of nontimber forest products, 
development of ecotourism, other business opportunities, and small-scale infrastructure, 
especially upgrading existing tracks and roads between villages and commune centers; 
provision of domestic potable water supply and sanitation facilities, and other such priorities 
identified by the communes; and (iv) project management and support services. 
 
2. The overall objectives of the project are (i) to establish biodiversity conservation 
corridors; and (ii) to demonstrate mechanisms to strengthen forest management with full 
participation of the communities, which are directly dependent on the forest. The country-
specific analysis shows that the project interventions will improve the living standards of local 
residents through sustainable farming practices, and are expected to improve overall 
management of natural resources in the upper reaches of important river basins.  
 
3. The project is expected to facilitate leveraging from additional investments for 
sustainable utilization of forest resources from international sources such as reduced emissions 
from deforestation and forest degradation to maintain national, regional, and global ecosystem 
benefits of the biodiversity conservation corridor initiative in the GMS countries.  
 
4. The project beneficiaries are primarily communities predominantly comprising poor 
households from ethnic groups living in the 56 target communes in Cambodia and 64 villages in 
the Lao PDR, but benefits will also be felt by hydroelectric generating utilities in all three 
countries that derive their power from rivers that arise within the corridor as well as downstream 
irrigation and water supply utilities. The enhanced transboundary cooperation and management 
of forest ecosystems between countries of the GMS will generate an array of regional and 
global benefits that include reduced emissions and increased sequestration of carbon dioxide.  
 
5. In summary, the project is expected to yield major benefits, including the following: 
 

(i) Targeted communities will receive direct financial benefits in the form of 
incremental employment creation estimated at 1.6 million person-days in 
Cambodia, 1.4 million person-days in the Lao PDR, and 2.3 million person-days 
in Viet Nam. This will be in the form of wage-generating opportunities for 
households and local communities from proposed investments for boundary 
surveys and demarcation, and an inventory that will provide incentives to engage 
in corridor planning and management activities.  

 
(ii) An estimated 20,000 households in Cambodia, 14,000 in the Lao PDR, and 

73,000 in Viet Nam will benefit from the project through direct support for more 
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productive and sustainable livelihoods, innovative mechanisms for engaging 
them in conservation for sustained economic returns, and provision of essential 
rural infrastructure facilities that are prioritized by household to enhance 
productivity and marketability of their produce. They will benefit from enhanced 
sustainable sources of income from their agricultural, livestock-rearing, and 
forestry-related activities as a result of the direct technical support and 
demonstrations implemented by the project. 

 
(iii) Households will benefit from safe drinking water and, hence, avoid significant 

water-related diseases and related health-care costs. 
 

(iv) In addition to these on-site benefits to direct beneficiaries, public and private 
utilities, other productive enterprises, and downstream farmers will benefit from 
the enhanced ecosystem services generated through the action of direct 
beneficiaries of the project. Enhanced quality and quantity of water from the 
targeted forests over time will be felt by downstream users. This will enable them 
to increase their productivity and avoid some of the costs currently incurred as a 
result of the irregular flow and polluted nature of the water supply.   

 
6. A number of benefits cannot be readily quantified. The value of improved landscape 
management includes (i) gains from reducing emissions and increasing carbon sequestration, 
and expanding tourism potential and environmental ascetics; and (ii) losses avoided such as 
flood damage from extreme weather events, saltwater inundation of coastal aquifers, and costs 
associated with reduced and irregular river flow. While these services are viewed as critical for 
watershed health (especially protection and monitoring), the benefits are not readily quantifiable 
without a well-defined scope of the whole project, in-depth study, and an adequate time series. 
A benefit monitoring system must be built in the project to measure and quantify these benefit 
indicators and others such as water yield, water quality, forest cover, biodiversity, and 
microclimate improvement.1  
 
7. In addition, the project is expected to generate social benefits that will accrue to 
communities, local government units, and private and nongovernment organizations. These 
benefits may take the form of stakeholder empowerment, resulting from the project’s institutional 
and capacity-building interventions. In addition, the project can instill a sense of accountability 
among project stakeholders in sustaining and managing resources of the upper river basins. 
 
8. Analyses of representative investment models generated economic internal rates of 
return greater than the threshold of 12%, suggesting the project is economically viable. Detailed 
country-specific analyses and associated Microsoft Excel-based models, and an analysis of 
valuation of ecosystem services of biodiversity conservation corridors in Cambodia, the Lao 
PDR, and Viet Nam are presented in the supplementary appendixes. 

                                            
1 Suggested time frame for such economic evaluation is after the midterm review of the project when the investment scope of the 

project is fully defined. One appropriate guideline for the evaluation is: United Kingdom Department for Environment, Food and 
Rural Affairs. 2007 An Introductory Guide to Valuing Ecosystem Services. www.defra.gov.uk. 

 




