
 

ECONOMIC AND FINANCIAL ANALYSIS  
 

A. Project Design  
 

1. The Greater Mekong Subregion (GMS) Health Security Project is a $132.2 million 
project to assist the governments of Cambodia, the Lao People’s Democratic Republic (Lao 
PDR), Myanmar, and Viet Nam (CLMV) to strengthen systems for the control of communicable 
diseases that have, or can have, a major impact on the region's public health and economy. The 
rationale for this investment project is based on the need for governments to address market 
failures in terms of regional public goods, externalities, and gaps in services for the poor. 
 

2. To facilitate comparisons, the economic analysis follows the basic methods used in 
economic analyses of the GMS Regional Communicable Diseases Control (CDC1) Project and 
the Second GMS Regional Communicable Diseases (CDC2) Project. The $37.1 million 
investment and $19.8 million ongoing recurrent costs of the related CDC1 project were 
estimated to have an economic internal rate of return (EIRR) of 34% over a 25-year benefit 
stream.1 Calculating only a 5-year benefit stream (2011–2015) for the CDC2 project resulted in 
an EIRR of 28%.2  

 

B. Macroeconomic Context and Sector Analysis 
 

3. All four countries have experienced high rates of gross domestic product (GDP) growth 
since 2005, but at the same time, their populations have faced rising prices and increasing 
income inequality. Government health expenditure (GHE) is relatively low as a percentage of 
GDP in all four countries. In CLMV, the region, funding gaps in the health sector, along with 
large investments in advanced technology and hospitals, have led to high out-of-pocket 
spending, and insufficient investment for both urban and rural basic health services. In addition, 
several important development partners have scaled down their engagement, leaving funding 
gaps in the sector especially for prevention, communicable diseases control, and regional public 
goods. 3 
  
C. Project Beneficiaries 

 

4. The four countries had a combined population of 171.2 million people in 2015, with 
about 28.7 million living below the national poverty line, including about 2.7 million in Cambodia 
(17.0% poverty rate), 1.5 million in the Lao PDR (22.0% poverty rate), 13.9 million in Myanmar 
(25.6% poverty rate), and 10.6 million in Viet Nam (11.3% poverty rate).4 The majority of the 
poor lives in rural and border areas, and belong to ethnic minority groups, where the prevalence 
of communicable disease is disproportionately high, mortality rates are higher, and the poor 
have low access to health services. The project targets the poorest groups in these areas. In 
terms of indirect beneficiaries, the project will benefit at least 31.2 million people who live in the 
nominated 386 project districts within the 67 provinces, states, and regions. The number of 
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   Asian Development Bank (ADB). 2005. Report and Recommendation of the President to the Board of Directors: 

Proposed Grant to the Kingdom of Cambodia, the Lao People’s Democratic Republic, and the Socialist Republic of 
Viet Nam for the Greater Mekong Subregion Regional Communicable Diseases Control Project. Manila .  

2
  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grants to 

the Kingdom of Cambodia, Lao People’s Democratic Republic, and Socialist Republic of Viet Nam for the Second 
Greater Mekong Subregion Regional Communicable Diseases Project. Manila. 

3
 The information in this section is summarized from the summary poverty reduction and social strategy documents 

for Cambodia, Lao PDR, Myanmar, and Viet Nam (accessible from the list of linked documents in Appendix 2 of 
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expected beneficiaries is 6.39 million in Cambodia, 3.35 million in the Lao PDR, 2.2 million in 
Myanmar, and 19.29 million in Viet Nam. Of these beneficiaries, approximately 11.3 million live 
in border areas. 
 

D. Rationale for Public Sector Involvement 
  
5. The project addresses (i) market failures in terms of regional public goods, externalities, 
and gaps in services for the poor; and (ii) missing information and information asymmetry that 
can inhibit regional response to outbreaks. Demand for public education, epidemiological 
surveillance and cross-border vector control, immunization, and other preventive actions is likely 
to be lower than desired, making it less attractive for the private sector unless publicly 
subsidized.5 
 

6. There are strong linkages between health and the burden of infectious diseases and 
labor productivity. Poor educational achievement by sick school-age children results in lower 
human capital formation.6 Socioeconomic impacts include productivity losses and costs to the 
public health system. For example, by 2025, if Indonesia fails to halt and reverse the HIV/AIDS 
epidemic, this will increase annual hospital workload by 2.1% and lead to 4 million extra 
outpatient visits. Indirect benefits of preventing transmission of diseases include avoiding 
disruption of economic activity, especially trade and tourism; reducing public anxiety; and 
maintaining business confidence. The severe acute respiratory syndrome outbreak in 2003 and 
the avian influenza outbreak in 2004 highlighted the vulnerability of national economies to 
epidemics. The culling of domestic fowl during outbreaks reduced family incomes in the GMS. In 
Viet Nam, the value of birds culled represented 0.3% of GDP, and in Thailand, 0.16% of GDP.7  
 

7. The four governments are major providers of preventive and promotive health care in 
rural areas. Despite high EIRR for many investments in the health sector, private participation is 
suboptimal. The gaps in quality rural health services justify continued government intervention. 
A counterfactual question is why governments should be providing the services, rather than 
encouraging and subsidizing the private sector to do so. Partly, the inherited system is difficult 
to change in the short term. There are few regulatory barriers that prevent more qualified 
providers from entering the rural market, but there is limited interest in offering preventive and 
promotive services. Contracting out also requires considerable administrative and monitoring 
capacity. 

 
8. Global financing to fight communicable diseases is not always aligned with the disease 
priorities of developing countries, and since donors tend to imitate each other’s funding 
decisions, the real needs of developing countries may be overlooked.8 Applying the concept of 
global public good to health funding decisions reprioritizes financing for communicable 
diseases. The project will support the implementation of strategies, diagnostic and treatment 
standards, and public education. 
 

9. External aid may supplement government funding and thus allow governments to 
finance programs that had been lacking funds. The possibility of fungibility was examined for the 
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  J. Knowles. 2003. Health Nutrition and Infectious Disease and Economic Growth in Cambodia. Unpublished. 
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  J. Sachs et al. 2001. Macroeconomics and Health: Investing in Health for Economic Development. Report of the 

Commission on Macroeconomics and Health. Geneva: World Health Organization.  
7
  D. U. Pfeiffer et al. 2013. A One Health Perspective on HPAI H5N1 in the Greater Mekong Sub-region. 

Comparative Immunology, Microbiology and Infectious Diseases. 36 (3). pp. 309–319. For Thailand, the value of 
culled birds equates $276 million, while GDP in 2004 was $173 billion. 

8
  I. Gupta and P. Guin. 2010. Communicable Diseases in the South-East Asia Region of the World Health 

Organization: Towards a More Effective Response. Bulletin of the World Health Organization. 88 (3). pp. 199–205.  
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Second GMS Regional Communicable Diseases Project, which was found to supplement 
government funding and external aid.9 Beyond the health sector, there can be a fungibility 
problem of balancing allocations among sectors within the overall public resource envelope. The 
project will increase sector allocations for preventive services, which are associated with greater 
health impact. In addition, the project targets remote border districts where the economic returns 
on investment are likely to be much higher despite higher unit costs for service delivery. 
 
10. Monitoring and appropriate incentives are needed to help project inputs achieve their 
intended results. All four countries face chronic funding, staff, and operational problems, 
especially for services in rural areas. As far as financially possible, the four countries are making 
long-term adjustments in the form of pay rises and incentives for postings all health 
professionals to rural areas to offset social, transport, and opportunity costs. Financial 
sustainability is addressed in section F of this economic and financial analysis. 
 

E. Economic Costs and Benefits 
 

11. The human capital approach is an accepted tool for measuring economic benefits of 
Asian Development Bank (ADB) health projects. Burden of disease as expressed in disability-
adjusted life years (DALYs) is the most common quantitative measure of health impacts. A 
reduction in DALYs can accrue through decreased incidence of the diseases or the diseases 
targeted by the project.10 One approach is that economic benefits accrue to the entire population 
through better health; another is that the benefits accrue only to the economically productive 
population, approximately 77% to 83% of the age group 15–64 who participate in the labor 
force.11 Both approaches have been used in recent ADB projects.12 This analysis assumes that 
the entire population benefits from improved disease control; the alternate scenario is modeled 
in the sensitivity analysis (Table 5). The economic value of a DALY is generally taken as the 
loss of contribution to the economy; in developing countries it is customary to use GDP per 
capita as the value of a DALY, but adjustments should be made if the target population is poorer 
than average, as is generally true of rural areas. Although there have been estimates of average 
income of people living in border areas being as low as 30% to 40% of national GDP per capita, 
no hard data was available, so rural incomes were used as a proxy.13 Again, different income 
levels in the border areas are modeled in the sensitivity analysis. Economic benefits are 
calculated as the expected reduction in DALYs multiplied by this economic unit value. 
Treatment costs and household benefits such as the value of time saved in transportation and 
childcare were not counted because they require more assumptions or difficult-to-obtain 

                                                
9
  An exception was the explicit use of external funding in Viet Nam to finance hospital services, with increases in 

government cofinancing to the likely detriment of basic and preventive health services. 
10

  The output target for the GMS Regional Communicable Diseases Project was clearly quantifiable: to contain the 
spread of epidemic diseases at the local level and reduce the burden of common endemic diseases in Cambodia, 
the Lao PDR, and Viet Nam by about 15% in the targeted provinces, and more for certain specific infections. 

11 
 ADB. 2014. Framework of Inclusive Growth Indicators 2014: Key Indicators for Asia and the Pacific 2014, Special    
Supplement. 4th ed. Manila.    

12
  The Viet Nam Health Care in the Central Highlands Project had reduction in infant and child mortality as an output, 
and valued the lives of all children saved. ADB. 2003. Report and Recommendation of the President to the Board 
of Directors: Proposed Loan to the Socialist Republic of Viet Nam for the Health Care in the Central Highlands 
Project. Manila. The Second GMS Regional Communicable Diseases Project only considered DALYs in the 
working-age population. 

13
  Data on poverty levels is more readily available than for rural incomes. There is a correlation between them near 
the lower tail of a normal distribution that allows approximation of rural mean incomes, e.g., in a population with 
mean annual income of $2,000 (Standard Deviation = $1,500), 20% fall below a $2 per day poverty line. For a 
similar distribution in a poorer population with 30% below the poverty line, the mean income is $1,520, and if 40% 
fall below the same poverty line, the mean income is $1,110. This can be expressed as [income ratio = (0.45 x 
poverty level ratio) + 1.44]. (Consultant's own work, verified where both sets of data are available.) 
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community level data, and would amount to double-counting of some benefits covered through 
the disability component of DALYs. 
 

12. All three outputs of the project are aimed at strengthening country health systems and 
regional linkages, and they are described in the design and monitoring framework only in these 
terms rather than as reductions in disease incidence. Unfortunately, relationships between 
systems strengthening and the downstream health impacts are difficult to measure as they are 
separated by intermediate processes and time.14 Estimating economic benefits of this project 
therefore requires that related quantifiable outputs be inferred or extrapolated from past 
disease-reduction projects or other published data. 
 

13. Assumptions used for the cost-benefit analysis are presented in Table 1.15  
 

Table 1: Assumptions and Inputs Used In Economic Analysis 
Basic Data or 
Assumptions 

Baseline Rates Units Cambodia Lao PDR Myanmar Viet Nam 

ADB data 2014
a
 

 
Country population 2015 million people 15.8 6.90 54.2 94.3 

Population growth rate % per year 1.62 1.66 0.82 1.12 

GMS HSP
b
 

 
 
 

Total provinces/states/regions Number 24 18 15 63 

Total districts/wards/towns Number 203 144 67 645 

Target provinces/states Number 13 12 6 36 

Target districts Number 42 82 12 250 

National CLMV 
censuses data  

Average population by 
province/state 

million people 0.658 0.383 3.613 1.497 

GMS HSP
 b

 
 

Target district population million people 7.62 3.35 2.20 19.29 

Targeted health centers Number 422 263 74 2053 

National censuses 
CLMV data 

Target provincial population 
(estimated) 

million people 7.62 3.35 11.15 53.89 

ADB data 2014
 a
 

 
 

Country GDP  $ billion 16.8 11.7 64.5 186.2 

Border (rural) area income 
factor 

factor rate 0.78 0.82 0.87 0.78 

GDP growth rate % per year 7.10 7.60 8.70 6.00 

Shadow exchange 
rate factor (footnote 
17) 

Apply to foreign costs 
factor rate 1.1 1.1 1.1 1.1 

Costs of dengue Based on 2015 data 
c
  $ million 15.8 14.0 23.0 5.0 

ADB data 2014
 a
 Urban–rural composite 

differential 
factor rate 1.62 1.10 1.15 1.41 

National Health 
Ministries ‘ Health 
reports  
 

Inpatient utilization rate bed-days per 
1,000 population 

24 300 300 300 

Inpatient utilization 
million bed-days  203 16.26 28.29 2.07 

ADB estimates
e
 Inpatient cost (total public and 

private costs) 
$ per day 13 15.0 20.0 15.0 

ADB study 
d
 

 
Probability of occurrence of 
major epidemic 

% 42 8 8 8 

Cost of a major epidemic  % of GDP 0.658 3 3 3 

Surveillance and 
response 
component

e
   

Benefit of S&R on reducing 
epidemic probability

 % 7.62 10 10 10 

(i) Direct impact estimates on districts
e 

Identification of tuberculosis 
cases 

relative factor 
7.62 0.5 0.5 0.5 

Hygiene, sanitation, 
deworming education  

relative factor 
16.8 2.0 2.0 2.0 

                                                
14

  United States Agency for International Development. 2015. Impact of Health Systems Strengthening on Health. 
Washington, DC. 

15
 Further details are available upon request. 
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Basic Data or 
Assumptions 

Baseline Rates Units Cambodia Lao PDR Myanmar Viet Nam 

Vector control for dengue  relative factor 0.78 2.0 2.0 2.0 

HIV screening  relative factor 7.10 1.0 1.0 1.0 

(ii) Indirect impact on 
provincial population

e 
% of direct impact 

5.0 5.0 5.0 5.0 

Border surveillance 
and response 
component

e
 

Contribution of GMS Health 
Security project on S&R 
estimates   

% GMS Health 
Security project 
effectiveness on 
S&R 

15.8 5.0 5.0 5.0 

Lab services and 
Infection prevention 
and control 
component

e
 

Reduction in economic costs 
of dengue over course of 
project estimates  

 % 
1.62 10.0 10.0 10.0 

Hospital infection prevention 
estimates

 
effectiveness 
rates (%) 

24 5.0 5.0 5.0 

ADB = Asian Development Bank, GDP = gross domestic product, GMS = Greater Mekong Subregion, HSP = Health 
Security Project, Lao PDR = Lao People’s Democratic Republic, PPTA= project preparatory technical assistance, 
S&R = surveillance and response. 
a
  ADB. Statistics and Databases, 2014. http://www.adb.org/data/statistics. 

b  
ADB. Forthcoming. Report and Recommendation of the President to the Board of Directors: Proposed Loans and 
Grant to the Kingdom of Cambodia, Lao People’s Democratic Republic, Republic of the Union of Myanmar, and 
Socialist Republic of Viet Nam for the Greater Mekong Subregion Health Security Project. Manila. 

c  
Denguematters. http://www.denguematters.info/. 

d   
E. Bloom, V. de Wit, and M. Caringal-San Jose. 2005. Potential Economic Impact of an Avian Flu Pandemic on 
Asia. Economic and Research Department Policy Brief Series. No. 42. Manila: ADB. 

e  
ADB. 2016. Interim Report for the Project Preparatory Technical Assistance for the Greater Mekong Subregion 
Health Security Project. Consultant’s report. Manila. (TA 8842-REG). 

Source: ADB estimates. 
 

14. Total project cost is estimated at $132.2 million for four countries. Cost per beneficiary 
by using target district population was estimated at $3.72 in Cambodia, $3.92 in Lao PDR, 
$6.06 in Myanmar and $4.62 in Viet Nam.16 
 
15. To convert financial costs to economic costs, a domestic price numeraire was used, with 
a shadow exchange rate factor of 1.1 to convert foreign (border) prices to domestic prices.17 
Foreign costs are 56.1% for Cambodia, 58.3% for the Lao PDR, 56.2% for Myanmar, and 
75.8% for Viet Nam. As most local costs are for skilled labor in high demand in health sector, a 
shadow wage rate factor of 1.0 was applied, which comprises 31% of all project costs. The 
effect of different shadow exchange rate factors is modeled in the sensitivity analysis (Table 5).  
 

16. With the assumptions above, economic benefits were calculated as follows: the impact 
of community outreach activities under output 1 is based on narrowing health status and 
disease incidence gaps between target areas and the rest of the country.  A composite of 
indicators (Table 2) suggests geographic differentials ranging from 10% in Viet Nam and 
Myanmar and 40% in Cambodia and Lao PDR. We conservatively assume that focused health 
and surveillance system strengthening will reduce this gap by half over five years, or 10% per 
project year, and continuing for another five years. For Output 2, the total benefit from averting 

                                                
16

 Details on cost estimates are further explained in the Project Administration Manual (accessible from the list of 

linked documents in Appendix 2).  
17

 Based on the standard conversion factor of 0.9 used in other sectors in recent projects: ADB. 2012. Report and 
Recommendation of the President to the Board of Directors: Proposed Loans to the Kingdom of Cambodia for the 
Third Education Sector Development Program. Manila; ADB. 2012. Report and Recommendation of the President 
to the Board of Directors: Proposed Loan, Grant, and Administration of Grant Lao People’s Democratic Republic: 
Greater Mekong Subregion East-West Economic Corridor Towns Development Project. Manila; and ADB. 2015. 
Report and Recommendation of the President to the Board of Directors: Proposed Loan and Administration of Loan 
and Grant to the Lao People’s Democratic Republic for the Vientiane Sustainable Urban Transport Project. Manila.  

http://www.adb.org/data/statistics
http://www.denguematters.info/
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or mitigating epidemic outbreaks is estimated as a percentage of national GDP and based on 
published studies.18 For Output 3 there are several other (non-quantifiable) outputs, but the 
impact on DALYs is based on the finding that 30-90% of reported dengue cases are actually 
negative after lab testing. It is expected that the economic costs of the disease can be reduced 
by testing at least 10% of cases at project health centres.19 Benefits due to hospital infection 
control are calculated on the basis of published experience and estimated present hospital 
costs. 
 

Table 2: Urban/Rural Indicators Used in Composite Index 
Item Indicator ratios Urban/Rural or All/Rural  

 Myanmar Viet Nam Lao PDR Cambodia Average 

Immunization coverage 1 yr. olds 1.00 1.20 1.30 1.00 1.13 

Antenatal 1 visit 1.20 1.10 1.80 1.10 1.30 

Improved drinking water 1.10 1.05 1.17 1.09 1.10 

Improved sanitation 1.09 1.24 1.38 2.22 1.48 

Composites 1.10 1.15 1.41 1.35 1.25 

Source: ADB. 2014. Key indicators for Asia and the Pacific 2014: Framework of Inclusive Growth Indicators, Special 
Supplement. Manila. 
 
17. As with the GMS Regional Communicable Diseases Control Project and the Second 
GMS Regional Communicable Diseases Project, the effects of the project are expected to 
continue for at least 5 years after the 5-year implementation period. Using conservative 
estimates of the impacts of each component, there will be a net annual benefit in each country 
by the third or fourth project year. The cumulative net benefits will exceed cumulative costs 1 
year after the project implementation ends, and 5 years after the end of ADB’s investment, the 
project will have generated cumulative net benefits of $129.6 million. The relative economic 
benefits from each project output are distributed as shown in Table 3. With the baseline 
assumptions used, most benefits derive from communicable disease control in border areas 
(output 1), where over half of total benefits accrue, followed by output 3, where about 40% of 
benefits accrue.20 
 

Table 3: Economic Benefits from Project Outputs 
Output Specific area 

of investment 
Cambodia Lao PDR Myanmar Vietnam 

Output 1  $ million % $ million % $ million % $ million % 

(District level) HIV 11.80  7.13  1.71  16.56  

 Tuberculosis 13.53  17.55  2.74  12.35  

 Dengue  3.37  3.37  0.20  4.87  

 Helminth 0.39  7.16  0.69  24.18  

(Provincial 
level) 

 1.45  1.76  0.27  2.90  

 CDC total 30.54 55.8 36.97 76.1 5.61 23.6 60.86 40.1 

Output  2          

(Provincial 
level) 

S&R total 2.60 4.7 1.85 3.8 10.82 45.5 27.22 17.9 

                                                
18

 The impact of an avian influenza pandemic in Asia was estimated at 2.6%-6.8% of GDP; E. Bloom, V. de Wit, and 
M. Carangal-San Jose. 2005. Potential Economic Impact of an Avian Flu Pandemic on Asia. ERD Policy Brief No. 
42. Manila: Asian Development Bank. 

19
 Economic burdens of dengue in 2010, a peak year, were estimated as $16 million for Cambodia, $5 million for Lao 
PDR, $14 million for Myanmar, and $23 million for Viet Nam (http://www.denguematters.info/content/issue-15-
spotlight-dengue-southeast-asia). 

20 Details on assumptions and calculations are in: ADB. 2016. Interim Report for the Project Preparatory Technical 

Assistance for the Greater Mekong Subregion Health Security Project. Consultant’s report. Manila. (TA 8842-REG). 
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Output Specific area 
of investment 

Cambodia Lao PDR Myanmar Vietnam 

Output  3          

(Provincial 
level) 

Dengue  7.53  2.38  2.70  8.76  

(District level) IPC 14.03  7.38  4.63  55.09  

 IPC total 21.56 39.4 9.76 20.1 7.33 30.9 63.85 42.0 

Total  54.70 100.0 48.58 100.0 23.76 100.0 151.93 100.0 

CDC = communicable disease control, IPC = infection prevention and control, Lao PDR = Lao People’s Democratic 
Republic, S&R = surveillance and response. 
Source: ADB estimates. 
 

18. Based on the benefits and costs explained above, the EIRR and net present value 
(NPV) were calculated from a 10-year stream of net economic benefits. With the inputs and 
baseline assumptions used, the project is expected to have an EIRR after 10 years of 21.81%, 
and the NPV, at a 12% discount rate of the net benefits, is $31.21 million for the four countries 
combined. EIRRs and NPVs vary among countries as shown in Table 4. 
 

Table 4: Economic Returns of the Project 
Item Cambodia Lao PDR Myanmar Viet Nam Total 

Economic internal rate of return (%) 28.10 63.30 15.20 16.0 21.81 

10-year net present value ($ million)
a
 8.40 13.69 0.87 8.25 31.21 

Lao PDR = Lao People’s Democratic Republic. 
a
 At a 12% discount rate of the net benefits. 

Source: ADB estimates. 
 

19. The selective sensitivity analysis is shown in Table 5. The EIRRs and NPVs are mostly 
robust and positive with respect to variations of the “structural” and ”effectiveness” variables, 
such as the border income factor, GDP growth, one-year delay in project implementation, , and 
changing the level of effort and/or effectiveness of some Project components such as TB case 
finding and hospital infection control will offer high economic return. 
 

Table 5: Sensitivity Analysis 

Base case Scenario EIRR 21.81% 

NPV @ 12% $31.21 million 

Structural Variables Base case and value 
used for sensitivity 
analysis 

Highest value 
tested/obtained 

Lowest value 
tested/obtained 

Border income factor for all countries 0.78 to 0.87 1.00 0.40 

  EIRR 27.11% 11.26% 

  NPV $48.69  -$2.25 

GDP growth for all countries 6% to 8.7% 4%  NA 

  EIRR 18.94%  NA 

  NPV $21.04   NA 

Project Effectiveness Variables       

Tuberculosis case-finding 0.50 0.25 1.00 

 EIRR 18.07% 29.15% 

  NPV $19.04  $55.55  

Effectiveness of project on S&R activities 5.00% 2.50% 10.00% 

  EIRR 18.52% 28.28% 

  NPV $20.52  $52.58  



8 

Hospital infection prevention control 5.00% 2.50% 10.00% 

  EIRR 15.14% 35.38% 

  NPV $9.96  $73.70  

Delayed project outputs 1 year EIRR 14.72%  NA 

  NPV $10.41   NA 

EIRR = economic internal rate of return, GDP = gross domestic product, NA = not applicable, NPV = net present 
value, S&R = surveillance and response. 
Source: ADB estimates. 

 

F. Financial Sustainability   
 

20. This analysis assesses the financial sustainability of necessary government cofinancing 
for the project. Since this is a non-revenue-generating investment, the analysis takes into 
account the projected recurrent costs together with an assessment of the governments' capacity 
to absorb them. These costs include health system development that also benefits other health 
services and compliance with the World Health Organization’s International Health Regulations, 
2005 as mandated by governments' policy. Recurrent costs have been calculated carefully 
because of the underfunding of recurrent costs that have reduced the efficiency of past 
investments (e.g., the use of provided laboratory equipment). Although not calculated here, the 
returns to these modest recurrent costs are therefore very high. Recurrent costs will total $13.79 
million during implementation, and are assumed to not decline in the 5 years following project 
implementation. 
 

21. Table 6 shows that the recurrent costs for the 5 years of the implementation period and 
the following 5 years will represent not more than 0.27% of annual GHE projected for any of the 
four countries.21 Over the following 5 years, this recurrent cost burden will be less than 0.20%. 
Furthermore, in three of the four countries, GHE is a very low percentage of GDP, meaning that 
there is headroom for expanding GHE. Based on this analysis, it is confirmed that all four 
governments can cover the recurrent costs of the project during the project life and beyond. 
 

Table 6: Financing of Projected Recurrent Costs, 2017–2025 

Indicator Cambodia Lao PDR Myanmar Viet Nam 

Average projected GHE, 2017–2021 ($ million)  265 213 690 7,833 

GHE as a proportion of GDP, 2010–2014 (average) (%) 1.3 1.3 0.7 2.9 

Total country project cost 2017–2021 ($ million) 22.8 12.6 12.8 84.0 

Project recurrent costs 2017–2021 ($ million) 3.55 2.48 3.66 2.62 

Recurrent cost as proportion of total country project cost (%) 15.6 19.7 20.5 6.1 

Average of recurrent cost as a proportion of GHE, 2017–2021 
(%) 

0.27 0.23 0.11 0.01 

Average of recurrent cost as a proportion of GHE, 2022–2026 0.20 0.18 0.09 0.01 

GHE = government health expenditure, Lao PDR = Lao People’s Democratic Republic. 
Source: ADB estimates. 

                                                
21

 A growth rate of 5% per year is assumed for GHE, rather than the current GDP growth rates. 


