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EXECUTIVE SUMMARY 

The set-aside for regional cooperation and integration (RCI), which includes an Asian 
Development Fund (ADF) grant-based component and a concessional ordinary capital resources 
lending (COL)-based component, has been an important source of financing for ADB’s RCI 
operations in developing member countries (DMCs), particularly the poorest and most vulnerable 
ones. The RCI set-aside is an effective mechanism that enables ADB to assist DMCs in 
participating in RCI initiatives. The projects funded by the RCI set-aside have played a positive 
role in promoting economic growth and poverty reduction in recipient DMCs through 
mainstreaming RCI in their national and shared regional development programs. This is 
exemplified by the projects’ innovative approaches for direct inter-DMC cooperation; scope of 
progressive economic, social, environmental and climate cross-border objectives; and the 
assessed outputs and outcomes of completed and successful operations assisted by the RCI set-
aside. The findings of this paper show that the RCI set-aside has: 
 
(i) assisted low-income DMCs—particularly the landlocked developing countries (LLDCs), 

countries in fragile and conflicted-affected situations, and small island developing states—
to build infrastructure for better connectivity, which has enabled them to gain improved 
access to external markets; 

(ii) expanded cross-border and regional economic activities—particularly trade and 
commerce, benefiting poorer people in the border areas (many are women);  

(iii) promoted investments in regional public goods (RPGs) such as regional health and 
education services, environmental protection, and disaster risk reduction, which, if not 
undertaken, could negatively impact national development programs of the countries 
concerned; 

(iv) promoted country ownership of regional initiatives through increased national budgetary 
contributions;  

(v) catalyzed financial partnerships by mobilizing high levels of cofinancing; and 
(vi) strengthened capacities and institutions in the recipient countries for enhanced 

effectiveness of regional initiatives.  
 
By the end of 2020, the RCI set-aside is projected to have allocated $3.3 billion (including ADF 
grants and COL), supporting 104 projects over the ADF X through ADF 12 periods. All regions 
have accessed the RCI set-aside resources in each ADF replenishment period, reflecting 
continuous and broad-based demand for the RCI set-aside in the form of loans and grants. 
The cumulative RCI set-aside allocation is reasonably balanced across the regions, with 
Southeast Asia taking a relatively larger share followed by Central Asia and South Asia. The LLDC 
category has by far both the largest number of projects and the largest allocation of resources 
under each replenishment. 
 
The RCI set-aside is supporting greater diversity across and within sectors in ADB’s RCI. On a 
cumulative basis, the transport and energy sectors together represent 60% of the regional set-
aside allocations. The agriculture and natural resources and water and other urban infrastructure 
and services sectors have notable and varying shares of the regional set-aside. ADF 12 shows 
quite progressive cross-sector diversity into nascent sectors compared with ADF X and XI. 
 
The cumulative allocation of the RCI set-aside resources is well aligned with and has consistently 
addressed the major pillars and operational directions of ADB’s RCI strategy (2006) and the 
operational plan for RCI (2016–2020). ADB has allocated all available resources of the RCI set-
aside in line with the established eligibility and prioritization criteria. Overall, the completed 
projects funded by the RCI set-aside have high success rates and have contributed to ADB’s RCI 
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results framework, particularly in terms of improving connectivity and expanding trade. The RCI 
set-aside has also achieved initial progress in promoting RPGs.  
 
Taken together, the findings presented in the paper strongly underpin ADB’s position that the 
continuation of a robust ADF grant-based thematic support for RCI during the ADF 13 period 
warrants favorable consideration and support. The availability of such resources will be necessary 
for ADB’s DMCs—particularly the poorest and most vulnerable countries—to continue to invest 
in RCI, especially the provision of RPGs. Given the nature of RPG-related activities and the 
associated incremental costs, the grant-based thematic support for RCI will be critically important 
for covering such costs so that DMCs (both ADF grant countries and those countries normally not 
eligible for grants) will be better incentivized to invest in RPGs individually and collectively. 
Regional cooperation and integration as a thematic priority under ADF 13 will support 
implementation of strategic operational priorities of the Regional Cooperation and Integration 
Operational Plan. 



 

I. INTRODUCTION 

1. Supporting regional cooperation and integration (RCI) is the institutional mandate of the 
Asian Development Bank (ADB) under its Charter.1 RCI provides an important instrument for 
poverty reduction and economic development, especially where the cooperation involves less 
developed areas with under-tapped economic potential. Since early 1990s, ADB has been 
supporting regional cooperation programs for developing member countries (DMCs) in Asia and 
the Pacific, including Central Asia Regional Economic Cooperation (CAREC), Greater Mekong 
Subregion (GMS) Economic Cooperation, South Asia Subregional Economic Cooperation, Brunei 
Darussalam–Indonesia–Malaysia–Philippines East ASEAN Growth Area, Indonesia–Malaysia–
Thailand Growth Triangle, and the Pacific Island Forum.  
 
2. To strengthen its assistance for RCI, ADB in 2006 adopted its RCI strategy, which includes 
four pillars: (i) regional and subregional economic cooperation programs on cross-border 
infrastructure and related software, (ii) trade and investment cooperation and integration, 
(iii) monetary and financial cooperation and integration, and (iv) cooperation in regional public 
goods (RPGs).2 
 
3. By the end of 2018, ADB’s RCI-related portfolio amounted to $68.4 billion, of which 
$28.9 billion (42%) was financed by ADB. An important part of ADB’s resources for supporting 
RCI has come from the concessional assistance, including Asian Development Fund (ADF) grants 
and concessional ordinary capital resources lending (COL).3 For poorer DMCs, concessional 
assistance resources have been the most important source of external funding for regional 
projects. Earmarking part of the ADF resources for regional projects (first introduced under ADF 
VIII) has played a highly positive role in supporting RCI operations, particularly by (i) providing 
long-term concessional financing for regional projects in poorer DMCs that otherwise would not 
be prioritized and realized, (ii) bridging the financing gap for regional projects with high cross-
border spillovers, and (iii) strengthening the incentives of the recipient DMC governments for 
regional cooperation. A brief history of the RCI set-aside is in Appendix 1.  
 
4. This paper intends to briefly review the evolution of the RCI set-aside and assess its 
overall performance against the applicable criteria established by the ADF donors and ADB 
(Box 1). The assessment will cover RCI projects financed by both ADF grants and COL. The focus 
of the assessment is on ADF X, ADF XI, and ADF 12 for several reasons: (i) the RCI strategy was 
formulated in 2006, only after which it was possible for regional projects to be assessed more 
systematically under a strategic framework; (ii) ADB’s Strategy 2020 was adopted in 2008 where 
RCI was accorded unprecedented importance as one of the three strategic agendas of the 
institution; and (iii) the size of the RCI portfolio financed by the RCI set-aside realized substantial 
increase since ADF X as compared with that under previous ADF cycles.  
  

                                                
1  ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
2  ADB. 2006. Regional Cooperation and Integration Strategy. Manila.  
3  The funds from the RCI set-aside is provided in the form of ADF grants and/or COL. In April 2015, the ADB Board of 

Governors adopted a resolution to combine the ADF lending operations with the ordinary capital resources (OCR) 
balance sheet. Therefore, since 1 January 2017 when the resolution came into effect, the term “ADF lending” has 
been replaced by “concessional OCR lending” or COL, and ADF grants and COL are jointly referred to as 
“concessional assistance”. In this paper, the terms “ADF loans” and COL are mutually exchangeable.  
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Box 1: Eligibility and Prioritization Criteria for Financing from the Regional Pool 
 
A. Eligibility Criteria for Regional Projects  
 

(i) The country of record (i.e., the borrower or grantee) must have access to concessional assistance 
resources.  

(ii) Projects must not have component activities in countries with payment arrears to the Asian 
Development Bank (ADB).  

(iii) The project concept must demonstrate consistency with ADB’s Regional Cooperation and Integration 
Strategy, the Operations Manual section on regional cooperation, national poverty reduction 
strategies, and relevant country partnership strategies and country operations business plans.  

(iv) Project beneficiaries must include more than one country. The benefits may derive from 
complementary national components of a regional project, or a single project in a neighboring 
country, with costs allocable to individual beneficiary developing member countries. Where costs are 
not readily allocable, a prior agreement among participating countries on cost sharing is necessary 
for ADB participation.  

(v) To demonstrate country ownership, the project must be partially financed from participating countries’ 
performance-based allocations (PBA). Of the total concessional financing, two-thirds will come from 
the regional pool and one-third from PBAs.  

 
B. Prioritization Criteria  
 
If eligible project requests exceed the volume of the regional pool, Management will prioritize projects 
according to the following criteria:  

(i) Distribution of project benefits. Projects covering more countries will be given higher priority.  

(ii) Leveraging external resources. Projects with larger shares of external financing 
(e.g., concessional resources from the PBA beyond the required amount, official and other 
concessional cofinancing, regular ordinary capital resources financing, or private financing) will be 
given higher priority.  

(iii) Supporting institutional and policy harmonization. Projects supporting deeper integration and 
lowering cross-border transaction costs will be given preference.  

(iv) Consolidating earlier gains. Projects that build on previous successful regional cooperation efforts 
will be prioritized.  

(v) Geographical distribution. Consideration will be given to ensuring the wide geographical 
distribution of regional funds.  

Source: Asian Development Bank. 
 
5. The scope of this paper is limited to (i) reviewing whether the allocation of the RCI set-
aside has been in line with applicable criteria, and (ii) assessing whether the utilization of 
resources has been aligned with strategic directions provided by donors and ADB’s RCI-related 
strategies and operational plans.  
 

II. IMPLEMENTATION PERFORMANCE AND KEY TRENDS  

6. This section assesses implementation performance of the RCI set-aside (including ADF 
grants and COL) over the ADF X, XI, and 12 replenishments against the eligibility and prioritization 
criteria. It discusses key trends in the portfolio and identifies approaches for addressing 
performance issues. The figures and tables in this section include ADF grants and COL. 
Appendix 2 provides associated charts and tables specific to ADF grants.  
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A. Overall Allocation in ADF X, XI, and 12 

7. The volume of the RCI set-aside allocations has remained steady across replenishments, 
but the share of ADF grants and the number of projects per replenishment have declined. By the 
end of 2020, the RCI set-aside is projected to have allocated $3.3 billion, supporting 104 projects 
over the ADF X through ADF 12 periods (Figure 1). Broadly, the amount of RCI set-aside 
resources allocated per replenishment is similar but with ADF XI having a moderately higher 
allocation than ADF X and the projection for ADF 12. The number of projects under ADF XI and 
ADF 12 are lower than under ADF X, reflecting a larger average project size. Overall, ADF grants 
represented 39% and COL 61% of total RCI set-aside allocation over the three replenishments.  
 

Figure 1: Allocations under ADF X, XI, and 12 and Cumulative (Loans and Grants) 
 

 
ADF = Asian Development Fund, COL = concessional ordinary capital resources lending, RCI = regional cooperation 
and integration. 
Source: Asian Development Bank estimates. 

 
B. Allocation by Region 

8. All regions have accessed RCI set-aside resources in each ADF replenishment period, 
reflecting continuous and broad-based demand for RCI set-aside resources in the form of loans 
and grants. Figures 2, 3, and 4 show the following: (i) the cumulative RCI set-aside allocation is 
reasonably balanced across Central and West Asia, South Asia, and Southeast Asia but with 
Southeast Asia taking a relatively larger share and Central and West Asia a correspondingly lower 
share in ADF 12; (ii) the Pacific has tripled its share in ADF 12 compared with ADF X and XI, and 
East Asia’s share has steadily declined over the three replenishment periods; (iii) allocations to 
East Asia, South Asia, and Southeast Asia are mainly in the form of COL, while allocations to 
Central and West Asia and the Pacific are mainly in the form of ADF grants; and (iv) Southeast 
Asia accounted for 42% of COL, and Central and West Asia accounted for 60% of ADF grants. 
Figures 2 and 3 show that all five regions at ADB regularly draw on the grant and loan resources 
from the RCI set-aside, albeit with individual regions having different allocations in terms of the 
share of grants and loans.  
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Figure 2: Allocation by Region 
(% volume) 

 
ADF = Asian Development Fund. 
Source: Asian Development Bank estimates. 

 

Figure 3: Regional Allocation by Loans and Grants, 2009–2020 
(% volume) 

 
ADF = Asian Development Fund, COL = concessional ordinary capital resources lending. 
Source: Asian Development Bank estimates. 

 

Figure 4: Regional Share of Grants and Loans 
(% volume) 

 
ADF = Asian Development Fund, COL = concessional ordinary capital resources lending. 
Source: Asian Development Bank estimates. 
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C. Allocation by Sector  

9. Diversity across sectors. The RCI set-aside is supporting greater cross-sector diversity 
in ADB’s RCI operations. This is in line with the ADF donors’ emphasis on certain strategic sectors 
and thematic priorities and consistent with ADB’s RCI operational directions seeking new RCI 
opportunities for nascent sector, subsector, and cross-sector areas—through lending and 
nonlending, regional institution building, and strengthening RCI mechanisms among DMCs.4 
Figure 5 provides the RCI set-aside allocations by sector. Cumulatively, (i) the transport and 
energy sectors together represent 69% of the allocations, but with notable variation in their inter-
replenishment shares; (ii) the agriculture and natural resources and water and other urban 
infrastructure and services sectors have notable (albeit limited) and varying shares; (iii) ADF 12 
shows quite progressive cross-sector diversity into nascent sectors and subsectors such as 
education, tourism, informational connectivity, and digital health; (iv) the Pacific and Southeast 
Asia are comparatively more diverse than other regions in terms of the number of sectors funded 
by the RCI set-aside; and (v) with the exception of Central and West Asia and the Pacific, transport 
is the leading recipient of the RCI set-aside resources across regions. There is potential for 
greater cross-sector diversity in the use of the RCI set-aside by Central and West Asia, East Asia, 
and South Asia.  
 
10. Diversity within sectors. The RCI set-aside is also supporting greater diversity within 
sectors in ADB’s RCI operations. An internal examination of the nature and scope of individual 
projects assisted by the RCI set-aside within established sector categories shows significant 
diversification within sectors. For example, in the transport sector, the RCI set-aside is financing 
railway connectivity and ports projects, long-distance submarine cables that “transport” tradable 
data, digital products, and professional services, among other things. In the energy sector, the 
RCI set-aside is supporting cross-border power transmission including from green energy 
sources. The water and other urban infrastructure and services sector is diversifying into 
sustainable tourism infrastructure development and border town development. 
 
11. Strategic operational planning to achieve greater diversity across sectors and 
themes. The emphasis on broader and deeper sector and/or thematic diversity in RCI operations 
reflects a logical progression of changing needs for RCI as DMCs become more experienced with 
cross-border development programs and achieve progress under them (e.g., going beyond 
physical connectivity and toward greater interest in RPGs in the areas of health and education). 
The potential areas for cooperation across sector and thematic areas are set out in Appendix 3. 
  

                                                
4  ADB. 2016. Operational Plan for Regional Cooperation and Integration, 2016–2020: Promoting Connectivity, 

Competitiveness, Regional Public Goods, and Collective Action for Asia and the Pacific. Manila. 
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Figure 5: Sector Breakdown of the RCI Set-Aside 
(% volume) 

 
ADF = Asian Development Fund, ANR = agriculture and natural resources, EDU = education, ENE = energy, 
HLT = health, ICT = information and communications technology, IND = industry and trade, PSM = public sector 
management, RCI = regional cooperation and integration, TRA = transport, WUS = water and other urban 
infrastructure and services.  
Source: Asian Development Bank estimates. 

 
D. Allocation by Regional Cooperation and Integration Pillar 

12. Alignment with pillars. The cumulative allocation of the RCI set-aside resources is well-
aligned with the operational scope of ADB’s RCI strategy (2006), the operational plan for RCI 
(2016–2020), and ADB’s longstanding and continuing emphasis on reducing income and non-
income dimensions of poverty.5 Figure 6 shows that the allocation of the set-aside resources has 

                                                
5  Many empirical studies have analyzed the link between regional integration and economic growth. Regional 

integration appears to provide considerable opportunity to reduce poverty. Overall, integration in relation to trade and 
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consistently addressed the major pillars and operational directions of ADB’s RCI strategy and the 
prevailing RCI operational plan through (i) operations that address one pillar, and (ii) operations 
that address two or more pillars as evidenced by the share of multi-pillar operations in each 
replenishment. The following results are notable: (i) the share of pillar 1 (cross-border 
connectivity) clearly leads—both cumulatively and under each of the three replenishments; 
(ii) pillar 2 (trade and investment) is the next most important recipient of the RCI set-aside 
resources but at a level less than half of pillar 1’s share, and pillar 2’s share is projected to 
decrease significantly in ADF 12; (iii) pillar 4 (RPGs) increased its share significantly in ADF 12 in 
line with donors’ guidance; and (iv) the multi-pillar’s share has been fairly steady but showing 
some decline in ADF XI and 12 compared with ADF X.6 
 

Figure 6: Allocation by RCI Pillar 
(% volume) 

 

 
ADF = Asian Development fund, RCI = regional cooperation and integration. 
Source; Asian Development Bank estimates. 

                                                
investment, money and finance, and institutional and social integration are significant and robust drivers of poverty 

reduction. Their impact in curbing poverty is even more pronounced for lower-income countries. ADB. 2018. Asian 

Economic Integration Report 2018: Towards Optimal Provision of Regional Public Goods in Asia and the Pacific. 

Manila. pp. 12–14. 
6  The strategy also includes pillar 3 (monetary and financial cooperation and integration). However, the RCI set-aside 

has not financed projects under pillar 3 because ADB’s support has been mainly in the form of technical assistance. 
“Multi-pillar” includes RCI projects that ADB deems relatable to two or more pillars (Figure 6). 
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13. Regional variation across pillars. Regional allocation of RCI set-aside resources across 
pillars varies significantly. The differences reflect varying priorities and development 
circumstances among DMCs and their respective stages of development. Multi-pillar projects offer 
a means of mitigating differences or imbalances. Pillar 1 dominates in Central and West Asia and 
South Asia, and pillar 2 is dominant in East Asia. Pillar 4 is noticeably quite important in Southeast 
Asia, but generally Southeast Asia and the Pacific show comparatively more balanced 
distributions of the RCI set-aside resources across the pillars. In part, these results reflect distinct 
regional and/or country development contexts and DMCs’ own priorities. Nevertheless, future 
allocations should mitigate disproportionate imbalances, with a view to assisting holistic 
economic, social, and environmental development within and across individual regions. In this 
regard, a greater allocation to multi-pillar projects in the future may be expected, resulting from 
the Strategy 2030 mandate to generate integrated solutions developed through cooperation 
across sectors and themes for designing ADB operations under each operational priority area, 
including RCI.7  ADF 12 shows a shift toward higher allocations in relation to pillar 4 and multi-
pillar operations (e.g., disaster resilience in small island states, climate-friendly agribusiness value 
chains, and regional communicable disease control).    
 
14. Support to regional public goods. RCI set-aside in support of RPGs contributes to 
achievement of the internationally agreed goals. Growing regional economic interdependence 
and integration has created development challenges that can be most effectively addressed with 
collective actions. Climate change and environmental pressures in the region continue to grow. 
Increased cross-border flow of agricultural commodities and people raise the potential for the 
spread of contagious diseases. Regional cooperation can promote RPG provision that 
complements national efforts. With fewer nations involved than in global agreements, regional 
arrangements provide more flexible mechanism that can complement global frameworks and help 
effectively provide regional and global public goods such as climate change adaption, 
environmental protection, and transboundary disease control. Supported by RCI set-aside 
resources, such ongoing interaction among smaller groups of regional economies has facilitated 
compliance of regional arrangements for promotion of RPGs. Greater provision of RPGs via 
regional arrangements, in turn, can further deepen RCI going forward. 
 
15. The RCI set-aside, combined with ADB’s other institutional strengths (such as substantial 
regional expertise in knowledge, finance, and convening power), can help demonstrate the 
benefits of RPGs and boost cooperation among DMCs in reaching regional agreements on RPGs. 
National capacities can be harnessed into higher standards for RPGs and benefit from economies 
of scale, while the RCI set-aside can help low-income and vulnerable countries develop capacity 
and implement RPG projects. This will also help reduce the costs of coordination among 
governments, thereby incentivizing inter-DMC efforts to tackle common RPG-related 
development issues. 
 
E. Allocation by Country Grouping 

16. RCI set-aside resource allocation has favored the three groupings of DMCs with special 
development needs. Figure 7 shows allocations by number of projects and by volume to different 
country groupings in ADB, including countries in fragile and conflict-affected situations (FCAS), 
landlocked developing countries (LLDC), and small island developing states (SIDS).8 
Taken together, the countries falling under these groupings have utilized more than $2.44 billion 

                                                
7  ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila 

(One ADB approach, p. 28). 
8  The three country groupings are not mutually exclusive. Some ADB DMCs are classified under both FCAS and SIDS.  
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(74%) out of the total allocated RCI set-aside resources of $3.3 billion. This is in line with the focus 
that the donors have put on those country groupings. It is also in line with the country-differentiated 
approach to groups of countries in ADB’s Strategy 2030. 
 

Figure 7: Projects Funded by Set-Aside for Regional Cooperation and Integration  
by Country Grouping 

 

 
ADF = Asian Development Fund, FCAS = fragile and conflict-affected situations, LLDC = landlocked developing 
country, SIDS = small island developing state. 
Source: Asian Development Bank estimates. 
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distance physical connectivity to reach distant markets regionally and inter-regionally. That being 
said, the data infers a priority need to (i) find more operational opportunities to increase the volume 
of RCI set-aside assistance to FCAS and SIDS; and (ii) design highly innovative operations for 
FCAS and SIDS that generate superior development outcomes and provide incentives for 
leveraging other external sovereign and/or nonsovereign investment.  
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F. Allocations to Single-Country and Multi-Country Regional Operations  

18. Single-country projects remain the leading RCI project modality.9 Experience has shown 
that DMCs generally prefer to use the single-country modality. RCI set-aside resources are 
allocated mainly to single-country RCI projects, which represent 87% of both the number and 
volume of projects over the three replenishments (Table 1). Multi-country projects, however, are 
a common modality for RCI operations in the Pacific where costs of non-information and 
communications technology (ICT) physical connectivity could be unsustainable for small 
economies, and the administrative costs for ADB to prepare multiple single-country RCI projects 
could be prohibitive.   
 

Table 1: Allocations to Single-Country and Multi-Country Projects 
 

ADF Cycle 

Single-Country  Multi-Country  

(number) ($ million) (number) ($ million) 

ADF X 32 813 7 215 
ADF XI 29 1,033 2 78 
ADF 12 29 1,014 5 148 

Total 90 (87%) 2,860 (87%) 14 (13%) 441 (13%) 
ADF = Asian Development Fund. 
Source: Asian Development Bank estimates. 

 
19. Significance of single-country projects. A key strength of single-country RCI projects 
is that they directly embed regional cooperation into national development frameworks and plans, 
and thereby ensure strong country ownership of RCI operations. ADB has and continues to 
promote RCI as an integral part of a DMC’s national development strategy and national 
investment planning. All RCI operations are anchored in country partnership strategies and 
country operations business plans formulated and operationalized in consultation with DMCs to 
help integrate RCI into national development planning and program prioritization. Moreover, ADB-
assisted RCI programs support DMCs to prepare RCI strategies and frameworks and establish 
sector-specific working groups to forge consensus and agreement on RCI operations. In this 
context, a single-country RCI operation may be seen and understood as a national sector project 
framed by and helping to implement an approved (by DMCs) multi-country sector development 
agenda or agreement.  
 
20. Potential of multi-country projects. The potential of multi-country projects needs to be 
explored further. Designing and implementing multi-country projects is complex: (i) coordinating 
timely approval and public expenditure on specific projects across DMCs is difficult, (ii) there is 
reluctance to use performance-based allocation for projects where the distribution of benefits 
across DMCs may be uncertain, and (iii) the establishment and sustainability of project-specific 
inter-country coordination mechanisms can be problematic given substantial differences in the 
capacities of respective national institutions. However, greater focus on interregional RCI (which 

                                                
9  To be classified as RCI, a project must define direct and/or indirect cross-border economic, social, or environmental 

outcomes and associated benefits. RCI projects may be further distinguished as single-country or multi-country. 
In addition to defining direct and/or indirect cross-border benefits, a single-country project should be related to 
implementation of an inter-DMC or cross-border agreement, or otherwise support policy dialogue that could create 
opportunities for improving multi-country cooperation. Similarly, a multi-country project is explicit in the definition of 
the foreseen direct and indirect cross-border benefits but also includes formal joint commitments, actions, and 
resource allocations sequenced to ensure highly coordinated implementation. ADB. 2016. Operational Plan for 
Regional Cooperation and Integration, 2016–2020: Promoting Connectivity, Competitiveness, Regional Public 
Goods, and Collective Action for Asia and the Pacific. Manila. pp. 20–22.  
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represents only a fraction of ADB’s overall RCI portfolio to date) has the potential to increase the 
number of multi-country projects. Trade relationships within Asia vary considerably, indicated by 
large differences between intra- and interregional trade shares.10 These differences provide an 
opportunity for the RCI set-aside to do more to support RCI projects that connect eligible DMCs 
to more distant markets. For example, support to the region’s LLDCs could include domestic 
policy reforms that will increase the participation of small and medium-sized enterprises and the 
agricultural sector in regional trade and investment. Long-distance high-quality connectivity that 
would link regions and improve their access to more distant markets (e.g., Europe) would involve 
careful and sustained RCI operational planning, coordination, and well-sequenced investment 
among DMCs. 
 
21. To improve the quality of both single- and multi-country RCI projects, including those 
financed by the RCI set-aside, a set of criteria (scorecard) for classifying regional projects was 
developed and put into use on a pilot basis in 2017.11 The criteria are applied in different stages 
of project processing—including (i) initial RCI validation when the projects are included in the 
country operations business plans, (ii) review of project concepts, and (iii) review of project reports 
before submission to the ADB Board of Directors for approval—to ensure that the RCI dimension 
is properly incorporated into project design and the regional and/or cross-border benefits are 
captured. Initial results for the pilot test have been positive. To apply the classification criteria 
more rigorously for RCI projects (especially single-country), mandatory use of the scorecard is 
being planned.  
 
G. Additional Regional Benefits  

22. Other outcomes of projects supported by the RCI set-aside include cross-border policy 
coordination, consolidating earlier gains, and innovation. For example, the CAREC Regional 
Improvement of Border Services Project invested in national single windows based on 
international standards to streamline and harmonize trade-related procedures across participating 
DMCs, implemented in coordination with CAREC trade facilitation initiatives (particularly those 
under the CAREC Customs Cooperation Committee, including joint customs control, 
simplification of customs procedures, and development of ICT for customs modernization).12  
 
23. Another example is the GMS Biodiversity Conservation Corridors Project which 
represented the first generation of investments emerging from the pilot phase (2006–2009) of the 
Core Environment Program and Biodiversity Conservation Corridors Initiative endorsed by GMS 
leaders.13 The project design was informed by lessons from ADB support to the Tonle Sap 
Initiative in Cambodia, and  sector interventions in the Lao People’s Democratic Republic14 and 

                                                
10  ADB. 2018. Asian Economic Integration Report 2018: Towards Optimal Provision of Regional Public Goods in Asia 

and the Pacific. Manila pp. 22–24. 
11  ADB. 2018. Handbook for the Classification and Economic Analysis of Regional Projects. Manila. 
12  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grants to 

the Kyrgyz Republic and the Republic of Tajikistan for the Central Asia Regional Economic Cooperation Regional 

Improvement of Border Services Project. Manila. 
13  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 Greater 

Mekong Subregion Biodiversity Conservation Corridors Project. Manila 
14 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant and Administration of Grant to the Lao People’s Democratic Republic for Sustainable Natural Resource 

Management and Productivity Enhancement Project. Manila. 
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Viet Nam.15 Geographic information system-based databases supported project performance 
monitoring with regional baselines and pre-decision appraisals built on regional (as well as 
national and provincial) data layers. 

 
H. Resource Mobilization  

24. The RCI set-aside has been the second largest source of financing for RCI projects. 
Cumulatively, 28% of the total cost of RCI projects in the concessional assistance countries was 
financed from the RCI set-aside (Figure 8). If this trend continues, future ADF resource 
mobilization in support of the RCI will play a substantial positive role in the implementation of 
ADB’s evolving RCI operational directions. The lead share of performance-based allocation and 
OCR financing shows the strong leverage of the RCI set-aside on country contributions.  
 

Figure 8: Regional Cooperation and Integration Set-Aside vs. Other Sources  
(% volume) 

 

 
ADF = Asian Development Fund, RCI = regional cooperation and integration. 
Source: Asian Development Bank estimates. 

 
25. The RCI set-aside generates strong country counterpart contributions and helps boost 
national incentives for regional cooperation to supplement country allocation. On a cumulative 
basis, 87% of projects funded by the RCI set-aside were matched with government counterpart 
funds,16 amounting to $2.0 billion from 2009 to 2020. This result manifests strong country 
ownership of RCI projects.  
 
26. RCI set-aside financing is associated with a significant share of resources  
($2.4 billion) mobilized through cofinancing (Figure 9). Cofinancing represents 21% of total 
financing over the three replenishments (but with a very notable drop in ADF 12) and exceeded 
the share of government financing (17%), demonstrating the crucial role of the RCI set-aside in 
leveraging additional funding from other sources to implement RCI projects, as well as the need 
to return to a more positive trend of cofinancing in the future.  

                                                
15 ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Socialist Republic of Viet Nam for the Forests for Livelihood Improvement in the Central 

Highlands Project. Manila. 
16 The share increases to 91% if projects with incomplete project details are excluded. 
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Figure 9: Regional Cooperation and Integration Set-Aside vs. Other Sources 

ADF = Asian Development Fund, RCI = regional cooperation and integration. 
Source: Asian Development Bank estimates. 

 
III. INITIAL RESULTS FROM PROJECTS FUNDED BY SET-ASIDE FOR REGIONAL 

COOPERATION AND INTEGRATION 

27. This section highlights (i) the status of the projects funded by the RCI set-aside approved 
in ADF X, XI, and 12 (to date); (ii) important operational results achieved for the completed 
projects that have been assessed; and (iii) selected projects that illustrate progressive operational 
features and approaches. 
  
A. Status of Implementation and Ratings of Projects Funded by the Set-Aside for 

Regional Cooperation and Integration 

28. Strongly positive ratings for the subset of completed and assessed projects.  
Of the 104 projects funded by the RCI set-aside over the three replenishments (2009–2020), 
65 are active, 1 was recently approved but is not yet effective, 15 are planned or under 
preparation, and 23 are completed and financially closed. Of the 23 completed projects, 12 are 
rated successful, 1 is highly successful, 1 is less than successful, and 9 have not yet been rated. 
The list of completed projects as of September 2019 is in Appendix 4. 

 
B. Results from Completed Projects Funded by the Set-Aside for Regional 

Cooperation and Integration 

29. Table 2 identifies the (i) important results achieved by completed RCI projects assisted by 
the regional set-aside in ADF X, and (ii) associated number of project completion reports as 
sources of data.  
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Table 2: Results of Projects Funded by the Set-Aside for  
Regional Cooperation and Integration 

 

Contribution to Development 
Results 

No. of 
PCRs 

Results Achieved Target 
Achievement 

(Rate) 

Transport 

Roads built or upgraded (km) 8 1,467 1,685 Satisfactory 
(87%) 

Use of roads built or upgraded 
(average daily vehicle-km) 

3 907,700 876,721 Achieved 

Cross-border cargo volume 
facilitated (tons per year) 

1 289,000 11,830 Achieved 

Energy 

Transmission lines installed or 
upgraded (km) 

1 31.8 31.0 Achieved 

Cross-border transmission of 
electricity (gigawatt-hours per year) 

1 3,456 1,152–3,456 Achieved 

Education 

Students benefiting from new or 
improved educational facilities 
(beneficiaries) 

1 10 new classrooms = 
1,574 (female: 1020, 

male: 554) 

5 new 
classrooms 

Achieved 

Health 

Proportion of border outbreaks 
reported across borders within 
24 hours 

1 100% (Cambodia and 
Viet Nam); delayed in 
Lao PDR (expected to 

start in 2019) 

50% Achieved 
(Cambodia 

and Viet Nam) 

Proportion of populations in 
targeted villages that conduct 
proper CDC (beneficiaries) 

1 70% (Cambodia); 61% 
(Lao PDR); and 82% 

(Viet Nam) 

60% Achieved 

CDC = communicable disease control, km = kilometer, Lao PDR = Lao People’s Democratic Republic, PCR = project 
completion report. 
Source: Asian Development Bank estimates. 

 
30. Transport corridors supported and kilometers of roads and railways constructed 
and/or improved. The ADF X RCI set-aside supported the following: 
 
(i) the construction or upgrading of 1,467 km of expressways and national highways 

satisfactorily achieved 87% of its target through eight projects; and 
(ii) one of these eight projects (CAREC Corridor 6 [Ayni–Uzbekistan Border Road] 

Improvement Project in Tajikistan) surpassed the expected average daily vehicle-
kilometers in the first full year of operation. The project in Bhutan, however, achieved less 
than a third of the target. 

 
31. Cross-border cargo facilitated. The ADF X RCI set-aside supported a project in 
Tajikistan, which resulted in increased cross-border trade via the Dusti border crossing point to 
289,000 tons vis-à-vis its target of 11,830 tons in 2015. The project contributed to the 
improvement of connectivity and mobility along the Tajikistan sections of CAREC Corridor 3. 
 
32. Subregional energy trade facilitated. The ADF X RCI set-aside contributed to greater 
subregional cooperation in the power sector by funding the Bangladesh–India Electrical Grid 
Interconnection Project, which successfully created 31.8 km of transmission line from Bheramara 
to the Indian border in 2013. This allowed the cross-border transmission of electricity (1,152–
3,456 gigawatt-hours per year) to secure Bangladesh’s energy supply. 
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33. Education and health beneficiaries supported.  The ADF X RCI set-aside promoted 
provision of education and health services through a regional approach by funding the following: 

 

(i) the construction of 10 new classrooms in Kiribati, benefiting 1,574 students; and 
(ii) the Second GMS Regional Communicable Diseases Control Project for timely and 

adequate control of communicable diseases of regional relevance, with 100% of border 
outbreaks reported across borders within 24 hours in Cambodia and Viet Nam. More than 
60% of the population in target villages in Cambodia, the Lao People’s Democratic 
Republic, and Viet Nam benefited from the project. 
 

C. Exemplary Regional Cooperation and Integration Projects 

34. This section profiles three projects funded by the RCI set-aside that ADB believes 
exemplify innovation and support for moving forward a progressive development agenda in the 
poorer and more vulnerable DMCs on a cross-border basis (Boxes 1–3). These projects 
demonstrate, among other things, such cross-border features as: close cooperation among 
multiple DMCs, project formulation under an existing DMC-endorsed subregional framework, 
inter-country coordination mechanisms, RPGs, shared access to and use of technology and 
knowledge sharing, and reference to international agreements. More project cases can be seen 
in Appendix 5. 
 
(i) Notable cross-border project features: Three cooperating DMCs, building upon 

earlier RCI efforts and lessons-learned, RPGs (cross-border communicable disease 
control), harmonized institutional development and knowledge sharing, ICT for 
cross-border surveillance, linking adjacent border communities. Also, strong 
gender and indigenous people focus. 

 
Box 1: Second Greater Mekong Subregion Regional Communicable Diseases Control Project  

 

The $63.5 million project approved in 2010 was financed by the Asian Development Bank (including 
$33 million from the set- aside for regional cooperation and integration) and the Regional Malaria and 
Other Communicable Disease Threats Trust Fund under the Health Financing Partnership Facility. 
The project enhanced communicable disease control (CDC) systems in Cambodia, the Lao People’s 
Democratic Republic, and Viet Nam through the expansion of surveillance and response systems, 
targeting the control of dengue and neglected tropical diseases. The project included CDC training for 
agencies and communities in border districts. A particular focus was placed on the poor and ethnic 
groups in border districts, and especially for women and children. 
 

The project, completed in 2017, built on the achievements and lessons from the first Greater Mekong 
Subregion Regional Communicable Diseases Control Project initiated in 2005. It played a major role 
throughout the Greater Mekong Subregion in containing the spread of emerging diseases, improving 
provincial health systems and CDC in vulnerable groups, and strengthening regional cooperation. 
Important lessons have been learned in the Regional Communicable Diseases Control Project. 
 

First, this project strengthened geographic targeting by focusing on border districts and remote 
communities and improving the gender action and ethnic group plans. The project established model 
healthy villages in poor and remote communities and promoted joint cross-border activities among border 
districts. Through additional financing, Cambodia and Viet Nam were able to reach targets on cross-
border activities focusing on malaria, including malaria management among the itinerant population in 
border areas.  
 

Second, with training activities highly centralized under the first project, this project established a 
provincial training management system in the three countries comprising a core training management 
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team in each province, responsible for conducting training needs assessments, and identifying and 
engaging trainers across a range of technical and competency areas. The provincial training system was 
well established and functional.  
 

Third, this project helped strengthen the institutional capacity of each ministry of health. The project 
supported the three countries in updating their knowledge management plans and developing knowledge 
materials, such as CDC good practices in communities and effective use of information and 
communication technology to support the CDC surveillance system. A regional CDC website and 
country-specific project sites were maintained and regularly updated. 
Source: Asian Development Bank. 

 
(ii) Notable cross-border features: Support to a regional institution, RPGs (delivering 

common education content and quality to 12 participating countries) support for 
skills development for increasing country competitiveness, application of common 
gender measures/targets across 12 countries. Also, use of modern ICT, very strong 
focus on gender equality.  

 
Box 2: Higher Education in the Pacific Investment Program 

 

The $22.5 million program (including a multitranche financing facility loan of $19 million from the set-
aside for regional cooperation and integration) approved in 2012, supports the University of South Pacific 
(USP)—the world’s first regional university, with over 25,000 students from across the Pacific and 
campuses in each of these island countries—in expanding and providing equitable access to higher 
education in 12 Pacific island countries, especially for women and students from remote outer islands, 
by improving physical environments and learning programs. The program contributes to human resource 
and skills development in the Pacific and promoted inclusive growth through greater productivity, 
competitiveness, and diversification of Pacific Island economies.  
 

The program is strengthening USP’s regional role in four areas: (i) improvement and expansion of the 
USP regional campuses and accommodation facilities in Kiribati, Solomon Islands, and Fiji, 
(ii) enhancement of information and communication technology-based learning programs and curricula; 
(iii) improvement of USP student services; and (iv) improvement of USP governance and management 
systems.  
 

As the outcome of the tranche 1 project completed in 2015, the female enrollment rate at the Kiribati 
campus well exceeded its target of 30%, with the female enrollment in degree programs reaching 65% 
in 2018. More importantly, female enrollment for information and communication technology-based 
distance and flexible learning is at 50%, with students having access to a wider range of quality learning 
materials and resources provided from Fiji. The number of students enrolled in post graduate programs 
at the Kiribati campus have consistently reported an increasing trend for women in the project duration. 
This is expected to open opportunities for women to have more competitive employment and qualify to 
seek higher positions. The project also supported effective governance at USP through significant 
improvements in collection, analysis, and dissemination of sex-disaggregated data on students and 
human resources.  
Source: Asian Development Bank. 
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(iii) Notable cross-border project features: three cooperating DMCs, addresses an RPG 
(common cross-country approach to climate-based disaster response and 
recovery), builds on earlier regional efforts on coordination of disaster-risk 
management. Also, relates to climate and disaster proofing of economic 
infrastructure. 

 
Box 3: Pacific Disaster Resilience Program 

 
This is the first regional program on disaster contingent financing in the Pacific. The Asian Development 
Bank (ADB) provided $15 million (including $10 million from the set-aside for regional cooperation and 
integration) for the program approved in 2017, which will provide a predictable and quick-disbursing 
source of financing for early response and recovery activities following disaster events and supports 
priority actions in disaster risk management (DRM) in Samoa, Tonga, and Tuvalu. These countries face 
similar DRM challenges and benefit from a regional approach under which good practices are shared. In 
the event of a declared disaster, the governments can withdraw their allocations partially or entirely, 
depending on their assessment of the disaster’s severity and resultant need. The program builds on 
earlier regional efforts on coordination on DRM, such as the Pacific Catastrophe Risk Assessment and 
Financing Initiative (PCRAFI), a joint initiative of SPC Geoscience Division, World Bank, and ADB.  
 
The ongoing program complements existing disaster risk financing instruments available to participating 
Pacific economies, but with unique features including the following: (i) it can make a payment quickly 
and use the funds flexibly, (ii) the amount that can be released is significant in terms of immediate 
response needs, and (iii) funds are available for disaster events triggered by any type of natural hazard.  
   
In February 2018, Cyclone Gita hit Tonga’s main island of Tongatapu and neighboring 
‘Eua. The program allowed ADB to provide $6 million within a few days, to supplement Tonga’s available 
financial resources to fund critical early response and recovery activities. This marked the first time that 
ADB provided post-disaster funds through contingent financing. Recognizing clear benefits from the 
program, the Government of Tonga has requested for replenishment of their line of contingent finance.  
  
ADB’s response to Cyclone Gita provided an immediate proof-of-concept for the program and ADB’s 
layered approach to disaster risk financing, by highlighting how the various instruments can be 
complementary in responding to a single disaster event. In addition to the $6 million contingent financing, 
Tonga also accessed ADB’s Asia Pacific Disaster Response Fund ($1.0 million) and the Disaster 
Response Facility under the Asian Development Fund. Of the $8.8 million available for Tonga under the 
Disaster Response Facility, $6.8 million was allocated for ADB’s Cyclone Gita Recovery Project, to 
reconstruct and climate and disaster proof the electricity network of Nuku’alofa; and $2.0 million was 
allocated for phase 2 of the program. Tonga also received a $3.5 million payout from the Pacific 
Catastrophe Risk Assessment and Financing Initiative insurance. 
 
ADB is currently processing phase 2 of the regional program, which will provide a second round of 
financing for Tonga and include three new countries—Federated States of Micronesia, Republic of the 
Marshall Islands, and Solomon Islands. 
Source: Asian Development Bank. 

 
IV. CONCLUSIONS AND RECOMMENDATIONS 

A. Conclusions 

35. The findings presented in this paper make clear that the RCI set-aside is an effective 
mechanism that enables ADB to assist DMCs, particularly the poorest and most vulnerable ones, 
in participating in RCI initiatives. The projects funded by the RCI set-aside have played a positive 
role in promoting economic growth and poverty reduction in the recipient DMCs through 
mainstreaming RCI in their national and shared regional development programs. This is 
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exemplified by the projects’ innovative approaches for direct inter-DMC cooperation; the projects’ 
scope of progressive economic, social, environmental and climate cross-border objectives; and 
the assessed outputs and outcomes of completed and successful projects assisted by the RCI 
set-aside. Conclusions can be drawn that the RCI set-aside has: 
 
(i) assisted the poorest and most vulnerable DMCs—particularly the LLDCs, countries in 

FCAS, and SIDS—to build infrastructure for better connectivity, which has enabled them 
to gain improved access to external markets; 

(ii) expanded cross-border and regional economic activities—particularly trade and 
commerce, benefitting poorer people in the border areas (many are women);  

(iii) promoted investments in RPGs, such as regional health and education services, 
environmental protection, and disaster risk reduction, which, if not undertaken, could 
negatively impact national development programs of countries concerned; 

(iv) promoted country ownership of regional initiatives through increased national budgetary 
contributions; 

(v) catalyzed financial partnerships by mobilizing high levels of cofinancing; and 
(vi) strengthened capacities and institutions in recipient countries for enhanced effectiveness 

of regional initiatives.  
 
36. The findings also show that ADB’s execution of the RCI set-aside has (i) allocated all 
available resources; (ii) achieved a reasonable and practical balance of resource allocation across 
regions, ADB’s RCI pillars and prevailing operational directions, and distinct groupings of poor 
and vulnerable DMCs; (iii) contributed to both cross-sector and subsector diversity of RCI 
operations; (iv) mobilized other additional and complementary resources; and (v) achieved a 
modest level of multi-country operations in the overall portfolio, while recognizing the need to 
make greater efforts in the future.    
 
B. Recommendations 

37. Taken together, the findings presented in the paper strongly underpin ADB’s position that 
the continuation of a robust ADF grant-based thematic support for RCI during the ADF 13 period 
warrants favorable consideration and support. The availability of such resources will be necessary 
for ADB’s DMCs, particularly the poorest and most vulnerable countries, to continue to invest in 
RCI, especially the provision of RPGs. Given the nature of RPG-related activities and the 
associated incremental costs, the grant-based thematic support for RCI will be critically important 
for covering such costs so that DMCs (both ADF grant countries and those countries normally not 
eligible for grants) will be better incentivized to invest in RPGs individually and collectively. 
Regional cooperation and integration as thematic priority under ADF 13 will support 
implementation of strategic operational priorities of the Regional Cooperation and Integration 
Operational Plan.
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BRIEF HISTORY OF THE SET-ASIDE FOR REGIONAL COOPERATION AND 
INTEGRATION 

I. ADF VIII (2001–2004) 

 
1. The Asian Development Fund (ADF) set-aside for regional cooperation and integration 
(RCI) was first introduced in the ADF VIII period. Affirming the regional character of the Asian 
Development Bank (ADB) and its comparative advantage in promoting cooperation among its 
developing member countries (DMCs), donors recommended that ADB “allocate an appropriate 
amount of total lending in ADF VIII for regional and subregional cooperation projects.”1 The first-
ever allocation for the ADF RCI set-aside was made in 2002, and total allocation over the ADF VIII 
period was capped at 5%, mainly used for infrastructure projects in the Greater Mekong 
Subregion and Central Asia countries. Donors also recommended that ADB should develop a 
regional operational strategy.  
 
II. ADF IX (2005–2008) 

 

2. Recognizing the new regional public good (RPG) challenges faced by DMCs that span 
national borders and require collective action, particularly communicable diseases, environmental 
and ecological concerns, donors to the ADF IX called for enhanced efforts for regional 
cooperation. RCI was highlighted as one of the six key areas of assistance for ADF IX and the 
donors endorsed an allocation for regional cooperation of up to 5%.2 Donors also emphasized the 
need for developing eligibility and prioritization criteria. Subsequently, ADB adopted the Regional 
Cooperation and Integration Strategy in 2006 to provide coherent guidance to ADB’s RCI 
operations, including those funded by the RCI set-aside.  
 
III. ADF X (2009–2012) 

 

3. In 2008, ADB’s Strategy 2020 identified RCI as a strategic agenda and core area of 
operations. It set a 30% target for RCI-related ADB operations by 2020.3 The importance of RCI 
for helping DMCs achieve the Millennium Development Goals was also highlighted by the donors 
to ADF X, under which the share of the RCI set-aside was increased to up to 10%. 
While commending ADB’s special role in promoting RCI, especially in the Greater Mekong 
Subregion and the Central Asia Regional Economic Cooperation programs, donors noted the 
potential for ADB to assist DMCs in other regions, including the Pacific. To promote country 
ownership of the regional projects, a requirement was set that every dollar from the RCI set-aside 
should be matched by at least 50 cents from the participating country’s performance-based 
allocation (PBA), with a 20% ceiling on the contributions to the  performance-based allocation in 
a biennial cycle.4 
 
IV. ADF XI (2013–2016) 

 
4. To sustain the momentum of the effective implementation of the increased RCI assistance, 
donors to ADF XI agreed that 10% of ADF XI resources would continue to be earmarked for RCI. 

                                                
1  ADB. 2000. ADF VIII Donors’ Report: Fighting Poverty in Asia. Manila.  
2  ADB. 2004. ADF IX Donors’ Report: Development Effectiveness for Poverty Reduction. Manila.  
3  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila.  
4  ADB. 2008. ADF X Donors’ Report: Towards an Asia and Pacific Region Free of Poverty. Manila.  
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This was in line with the recommendations from the midterm review of the Strategy 2020, which 
reconfirmed RCI in ADB’s strategic agenda and reiterated the 30% operational target.5 This also 
reflected the donors’ strong recognition of ADB’s role in and ADF’s contribution to RCI.6 
Donors encouraged ADB to diversify the RCI portfolio in response to the new challenges faced 
by the region, including energy security, food security, climate change, as well as other social and 
environmental issues. Donors also called for greater attention to the special needs of the Pacific 
countries (which are more vulnerable to natural disasters) and countries in fragile and conflicted-
affected situations (FCAS).  
 
5. To meet the recommendations from the midterm review of Strategy 2020 and respond to 
requests from the ADF donors, ADB developed a new RCI operational plan for 2016–2020.7 
The operational plan adjusted the implementation of the RCI strategy so that ADB’s future RCI 
operations will better assist DMCs in harnessing increased benefits through improved cooperation 
and integration. ADB’s future RCI operations would aim to balance (i) operations that directly and 
immediately respond to DMCs’ development priorities, and (ii) other activities that address the 
region’s longer-term development interests and/or take a wider perspective (e.g., cross-sectoral 
or interregional) on the region’s development challenges (such as climate change). This will boost 
ADB’s capability to assist DMCs to cooperate on economic, social, and environmental issues.  
 
V. ADF 12 (2017–2020) 

 

6. ADF 12 is the first replenishment after the combination of ADF lending operations with the 
ordinary capital resources (OCR) balance sheet. Donors continued to accord high importance to 
RCI operations involving concessional assistance-only countries by agreeing to set aside 10% of 
concessional assistance resources (including ADF grants and concessional OCR lending) for 
regional programs and projects. About half of the RCI set-aside for concessional assistance 
($0.8 billion) would be funded by the ADF grant replenishment. The RCI set-aside will prioritize 
promoting RPGs, strengthening preparedness and response to climate change and disasters, 
and supporting FCAS. 
  
7. To enhance the development effectiveness of the concessional assistance operations, 
ADB adopted the Concessional Assistance Policy in 2016, which sets out eligibility for 
concessional resources (including the RCI set-aside). To improve the design quality of the 
regional projects (including those funded by RCI set-aside), ADB developed a set of criteria for 
better RCI classification and analysis of cross-border and regional benefits, which have been put 
into use on a pilot basis.8 

 
  

                                                
5  Independent Evaluation Department. 2014. Special Evaluation Report: Inclusion, Resilience, Change: ADB’s 

Strategy 2020 at Mid-Term. Manila: ADB.  
6  In an independent evaluation of ADF operations approved during 2001–2010 (covering ADF VIII, ADF IX, and the 

first 2 years of ADF X), ADB’s Independent Evaluation Department noted that RCI was an area where ADB made 
solid progress and that RCI had become more prominent in ADF operations. The independent evaluation of the 
ADF X and ADF XI conducted in 2015 concluded that Strategy 2020’s recognition of RCI as a strategic agenda and 
RCI as a core operational area remains highly relevant to ADF countries; and that increase of the regional set-aside 
from 5% under ADF IX to 10% under ADF X and ADF XI was the right response to the rising demand and new 
challenges faced by the region.  

7  ADB. 2016. Operational Plan for Regional Cooperation and Integration, 2016–2020: Promoting Connectivity, 
Competitiveness, Regional Public Goods, and Collective Action for Asia and the Pacific. Manila.  

8  ADB. 2018. Handbook for the Classification and Economic Analysis of Regional Projects. Manila.  
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ALLOCATION OF ADF GRANTS IN ADF X, XI, AND 12 

1. Table A2.1 shows that Asian Development Fund (ADF) grants supported 54 projects for 
a total of about $1.3 billion.  
 

Table A2.1: ADF Grant-Funded Regional Cooperation and Integration Projects 
 

Item ADF X ADF XI ADF 12 Total 

Number 24 12 18 54 

Amount ($ million) 410 380 492 1,282 

ADF = Asian Development Fund. 
Notes: 
1. Number includes projects cofunded through concessional loans. 
2. Amount excludes concessional loans. 
Source: Asian Development Bank estimates. 

 
2. Figure A2.1 presents the regional distribution of grants under the set- aside for regional 
cooperation and integration (RCI). Central and West Asia has been the lead recipient under each 
replenishment and received almost two-thirds of total grant financing over the three 
replenishments. 
 

Figure A2.1: Regional Distribution of Grants from ADF Set-Aside for Regional 
Cooperation and Integration 

(% volume) 

ADF = Asian Development Fund. 
Source: Asian Development Bank Estimates 
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3. Figure A2.2 shows the sector distribution of grants per replenishment and on a cumulative 
basis. 

 

Figure A2.2: Sector Distribution of Grants from ADF Set-Aside  
for Regional Cooperation and Integration  

(% volume) 

 
ADF = Asian Development Fund, ICT = information and communication technology. 
Source: Asian Development Bank Estimates. 

 
4. Figure A2.3 shows the allocation of grants across pillars. Pillar 1 followed by pillar 2 
consistently account for a high proportion of the total (per replenishment and cumulatively), 
reflecting the need and priority in Central and West Asia and South Asia for physical connectivity 
as well as complementary trade and investment operations taking advantage of the new 
connectivity investment. However, ADF 12 does show some shift toward higher allocations in 
relation to pillar 4 and multi-pillar operations.  
 

Figure A2.3: Pillar Distribution of Grants from ADF Set-Aside for Regional Cooperation 
and Integration 

 
ADF = Asian Development Fund. 
Note: The Asian Development Bank’s Regional Cooperation and Integration Strategy includes four pillars: 
connectivity (Pillar 1), trade and investment (Pillar 2), money and finance (Pillar 3), and regional public goods 
(Pillar 4). The Asian Development Bank’s assistance for Pillar 3 has been mainly in the form of technical assistance. 
Source: Asian Development Bank estimates. 
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5. Table A2.2 presents the cumulative allocation of grants to the three country groupings of 
fragile and conflict-affected situations, landlocked developing countries, and small island 
developing states, by number of projects and volume of assistance. Grants represent the leading 
share (58%) of the overall volume of ADF concessional financing provided to the concerned 
developing member countries. 
 

Table A2.2: ADF Grant-Funded Regional Cooperation and Integration Projects  
for Fragile and Conflict-Affected Situations, Landlocked Developing Countries,  

and Small Island Developing States 
 

Item ADF X ADF XI ADF 12 Total 

Grants only (number of projects) 12 10 11 33 

Grants only ($ million) 296 257 313 866 

Grants and concessional loan ($ million) 724 834 883 2,441 
ADF = Asian Development Fund. 
Source: Asian Development Bank estimates. 
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SECTOR AND THEMATIC APPROACHES TO THE STRATEGY 2030  
OPERATIONAL PRIORITY FOR REGIONAL COOPERATION AND INTEGRATION 

Sector and 
Thematic Group 

Contribution to the RCI Operational Priority Area 

Climate change 

and disaster risk 

management  

 

Mainstream disaster resilience into all RCI operations in infrastructure, urban 
economic zones and industrial parks, and agriculture logistics hubs to preserve 
functioning supply chains. It will also support (i) regional disaster risk management 
and finance; (ii) regional climate data consortia to support cooperation on climate 
change; (iii) cross-border energy and natural resource management, addressing 
transboundary water and air pollution, and protection of biodiversity; and 
(iv) regional cooperation and knowledge sharing on the design, development, and 
implementation of domestic emissions trading systems and their interlinkages. 

Education 

 

Support RCI in mutual recognition of qualifications and standards (education and 
skills) and common approaches to technical areas (student assessment, labor 
market assessment, and benchmarking standards). 

Energy 

 

Promote new technology and operations management for increasing the supply of 
renewable energy systems adapted to cross-border energy trade,  
to help ensure regional energy security and reduce CO2 emissions by maximizing 
renewable energy-based power generation. 

Environment 

 

Support regional cooperation initiatives for the management of critical 
transboundary ecosystems and other public goods that sustain livelihoods in the 
region, such as the Greater Mekong Subregion Program. ADB will extend policy 
dialogue and facilitate regional knowledge sharing and collaboration in 
(i) promoting and investing in natural capital (e.g., forests, watersheds, wetlands, 
landscapes, marine ecosystems, urban ecosystems); and (ii) addressing complex 
regional environmental issues such as marine pollution. 

Finance 

 

Support regional cooperation for funding cross-border infrastructure investments, 
deepening financial markets, favoring efficient financial intermediaries, enhancing 
through competition in the financial sector, regional risk pooling, and strengthening 
financial institutions and regulations. 

Gender equity 

 

Support women’s jobs and entrepreneurship in regional trade and tourism, as well 
as border towns infrastructure development (including special economic zones). 
Integrating gender equality provisions in regional policy dialogues on trade, 
tourism, agricultural value chains, education, skills, and labor markets, and health 
through regional cooperation platforms. 

Governance 

 

Assist in (i) increasing government’s capabilities to expand sector development 
programs beyond domestic focus, and (ii) enhancing government capacity to create 
policy reforms that promote competitiveness based on a country’s comparative 
advantage. Good governance is also key in addressing development challenges 
common to countries in the region (e.g., climate change, corruption, disasters, 
conflict resolution, peace and security).    

Health 

 

Help member countries in developing regional, multi-country, cross-border, and 
multisector responses to communicable disease control, resulting in increased 
health security by building resilient, efficient, and responsive health systems  

Rural 

development and 

food security 

Support (i) regional policy dialogue for increased food trade and harmonization of 
food safety and traceability standards under the regional cooperation programs; 
(ii) investment in transport, logistics, utility, and marketing infrastructure and their 
strategic linkages to improve the food distribution efficiency in terms of distance, 
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Sector and 
Thematic Group 

Contribution to the RCI Operational Priority Area 

 time, and cost; (iii) digital technology applications; and (iv) policy environment and 
institutional capacity building for digital food trade hubs and cross-border food value 
chain management. 

Social 

development 

 

Explore (i) regional cooperation mechanisms and knowledge sharing for integration 
of social risk and social development in areas such as promoting inclusive business 
and social protection initiatives, and (ii) regional dimensions of the “care economy”.a 

Transport 

 

Support (i) modern, energy-efficient cross-border infrastructure connectivity with an 
expansion into ICT connectivity to support cross-border digital trade; (ii) expansion 
of multimodal transport systems (roads, rail, ports, aviation) in the context of 
competitive economic corridors; (iii) modern cross-border logistics incorporating 
more ICT for better capability of supporting greater diversity of goods and services 
transported and improving effectiveness of detecting illicit trade; and (iv) design of 
new and/or improved interregional connectivity. 

Urban 

 

Support (i) economic corridor development by investing in infrastructure and 
capacity building for small and medium-sized towns located along the corridors; 
(ii) cross-border town development including the provision of regional public goods, 
enhancement of logistics facilities, and trade policies for seamless movement of 
people and goods; and (iii) cross-border tourism activities that will help provide 
livelihoods to border residents and at the same time promote local culture and 
goods to regional and international markets.  

Water 

 

Promote and support water information disclosure and data sharing within and/or 
among DMCs. Facilitate transboundary cooperation and water security (as 
requested by DMCs). Support subregional initiatives on water governance  
(e.g., CAREC, GMS, SASEC). 

ADB = Asian Development Bank, CAREC = Central Asia Regional Economic Cooperation, CO2 = carbon dioxide, 
DMC = developing member country, GMS = Greater Mekong Subregion, ICT = information and communication 
technology, RCI = regional cooperation and integration, SASEC = South Asia Subregional Economic Cooperation. 
Note: This table is not intended to be an exhaustive list of all potential sector and thematic group inputs to the 
operational priority area for regional cooperation and integration over the 2019–2024 period. 
a  The “care economy” is concerned with the provision of material and social care for the present and future labor force, 

and the human population as a whole, including the domestic provisioning of food, clothing and shelter. 
Finding solutions to care work is essential if women are to have equal opportunities in the world of work. Source: 
European Institute for Gender Equality. 

Source: Asian Development Bank. 
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LIST OF COMPLETED PROJECTS FUNDED BY THE SET-ASIDE  
FOR REGIONAL COOPERATION AND INTEGRATION 

Project Name 
Project 
Rating 

DMC 
ADF 

Cycle 
($ million) 

1 
Bangladesh–India Electrical Grid 
Interconnection Project 

Successful Bangladesh X 66.0 

2 
CAREC Corridor 3 (Dushanbe–Uzbekistan 
Border) Improvement 

Successful Tajikistan X 70.0 

3 
Central Asia Regional Economic Cooperation 
Corridor 6 (Ayni–Uzbekistan Border Road) 
Improvement 

Successful Tajikistan X 43.0 

4 GMS: Rehabilitation of Railway in Cambodia 
For 

evaluation 
Cambodia X 8.5 

5 
Greater Mekong Subregion Capacity Building 
for HIV/AIDS Prevention 

For 
evaluation 

Lao PDR X 3.0 

Viet Nam X 10.0 

6 
Higher Education in the Pacific Investment 
Program —Tranche 1 

Successful Kiribati X 2.6 

 Higher Education in the Pacific Investment 
Program —Tranche 1 (Additional Financing) 

Successful Kiribati XI 1.0 

7 
Northern Greater Mekong Subregion 
Transport Network Improvement Project 
(Supplementary) 

Successful Lao PDR X 18.0 

8 
North–South Corridor Inv Prog. (formerly 
Caucasus Corridor)—Tranche 1 

For 
evaluation 

Armenia X 40.0 

9 
Northwest Provincial Road Improvement 
Project 

Less than 
successful 

Cambodia X 10.8 

10 
Power Sector Improvement Project (formerly 
Transmission and Distribution Metering 
Project) 

For 
evaluation 

Kyrgyz X 27.0 

11 
Regional Power Transmission Enhancement 
Project (SF) 

Highly 
Successful 

Georgia X 32.0 

12 
Regional Road Development Project - 
Supplementary 

Successful Mongolia X 16.0 

13 
Road Network and Trade Facilitation Project 
(Road Network II) 

Successful Bhutan X 10.0 

14 
Road Network Development (Sector) Project 
(formerly Improving Trade Connections) 

Successful Timor-Leste X 5.0 

15 
Second Greater Mekong Subregion Regional 
Communicable Diseases Control Project 

Successful 

Cambodia X 6.7 

Lao PDR X 8.0 

Viet Nam X 18.0 

16 
South Asia Subregional Economic 
Cooperation Trade Facilitation Program 

Successful 
Bhutan  X 3.3 

Nepal X 0.0 

17 
South Asia Subregional Economic 
Cooperation Trade Facilitation Program 

Successful 
Bangladesh X 13.3 

Bhutan X 3.3 

18 
South Asia Tourism Infrastructure 
Development Project (formerly Improving 

For 
evaluation 

Bangladesh X 8.0 
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Project Name 
Project 
Rating 

DMC 
ADF 

Cycle 
($ million) 

Connectivity and Destination Infrastructure for 
Subregional Tourism Development) 

19 Subregional Transport Enhancement Project Successful Nepal X 22.0 

20 
Subregional Transport Project Preparatory 
Facility 

For 
evaluation 

Bangladesh X 12.0 

21 Tonga–Fiji Submarine Cable 
For 

evaluation 
Tonga X 7.8 

22 
Trade Facilitation: Improved Sanitary and 
Phytosanitary Handling in the Greater 
Mekong Subregion Trade 

For 
evaluation 

Cambodia X 6.0 

Lao PDR X 6.0 

23 
Second Northern GMS Transport Network 
Improvement 

For 
evaluation 

Viet Nam X 50.0 

Total    527.4 

ADF = Asian Development Fund, CAREC = Central Asia Regional Economic Cooperation, DMC = developing member 
country, GMS = Greater Mekong Subregion, Lao PDR = Lao People’s Democratic Republic. 
Source: Asian Development Bank. 
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ADDITIONAL EXEMPLARY PROJECTS FUNDED BY THE SET-ASIDE  
FOR REGIONAL COOPERATION AND INTEGRATION 

(i) Notable cross-border project features: Three cooperating developing member 
countries (DMCs), trade-related policy harmonization, project formulated under a 
DMC-endorsed subregional framework, close inter-country coordination, reference 
to international agreement. Also, performance-based financing.  
 

Box A5.1: South Asia Subregional Economic Cooperation Trade Facilitation Program  
 

In 2012, the Asian Development Bank approved a policy-based loan and grants amounting to 
$47.7 million (including $20 million from the set-aside for regional cooperation and integration) for a trade 
facilitation program for Bangladesh, Bhutan, and Nepal to help increase trade, including intra-regional 
trade, by reducing or removing institutional, administrative, and technical barriers. The program set a 
vision and schedule for significantly modernizing customs services in the three countries. Each country 
had a different policy matrix but were aligned to the same three outputs: (i) modern and effective customs 
administration and/or management; (ii) streamlined and transparent trade processes and procedures; 
and (iii) improved services and information for private sector traders and investors, including women 
entrepreneurs. 
 
The first tranche carried out substantial groundwork to accelerate preparation of necessary legislative 
reforms. The second tranche helped the countries sustain the pace of customs reform and make 
significant additional progress. At the completion of the project in 2015, the three countries fulfilled the 
necessary policy actions which made import and export processes more efficient, transparent, and 
service-oriented. This represented a significant achievement, as each participating country started from 
different positions in relation to the overall trade facilitation reform.  
 
The implementation of the program was grounded on regular interaction of senior and mid-level officials 
through two established South Asia Subregional Economic Cooperation (SASEC) platforms: 
(i) the SASEC Trade Facilitation and Transport Working Group, a high-level forum tasked to review 
transport and trade facilitation issues in South Asia; and (ii) the SASEC Customs Subgroup, which 
focuses on issues relevant to customs cooperation, including institutionalization of regular customs 
administration meetings, development customs management and National Single Windows, and 
implementation of the Revised Kyoto Convention. 
Source: Asian Development Bank. 

 
(ii) Notable cross-border features: Three cooperating DMCs, builds on earlier 

subregional agriculture program, harmonization on policy, regulations and export 
standards, regional agreement, knowledge sharing. Also, multi-pillar (climate 
change and agriculture) and multi-sector (agriculture and industry) and includes 
application of advanced technology.  

 
Box A5.2: Climate-Friendly Agribusiness Value Chain 

 
This $243 million project covering Cambodia, the Lao People’s Democratic Republic, and Myanmar was 
approved in 2018. Building on the achievements of the Greater Mekong Subregion (GMS) Core 
Agriculture Support Program, the project supports the governments’ Agriculture Sector Strategic 
Development Plan and the Industrial Development Policy by improving the competitiveness of 
agribusiness value chains in Kampong Cham and Tboung Khmum provinces along the GMS southern 
economic corridor, and in Kampot and Takeo provinces along the south coastal economic corridor. 
This multi-country project is funded by the Asian Development Bank (ADB) through performance-based 
allocation ($67 million), RCI set-aside for regional cooperation and integration ($104 million), co-financing 
from the Green Climate Fund ($40 million) and Global Agriculture and Food Security Program 
($22 million), and financing from government ($10 million). 
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The ongoing project will boost climate resilience of critical agricultural infrastructure and help 
commercialize rice, maize, cassava, and mango production. It will help increase crop productivity and 
diversification; improve the capacity for storage, processing, and quality and safety testing; and promote 
the use of solar and bioenergy. It will strengthen the technical and institutional capacity for climate-smart 
agriculture and create an enabling policy environment for climate-friendly agribusinesses. This will in turn 
promote long-term environmental sustainability and enhance the profitability for farmers and 
agribusinesses. 
 
The project promotes the application of high-level technologies, such as laser land leveling technologies, 
and climate-resilient varieties. It also supports (i) soft infrastructure through harmonization of policies and 
regulatory frameworks; (ii) adoption of common export quality and safety standards leading to increased 
trade within and beyond GMS: (iii) facilitation of regional seed-trading agreements; (iv) exchange of best 
practices to address climate change; (v) innovative financing schemes, such as agricultural digital 
finance service in Myanmar; and (vi) matching grants scheme for agribusinesses and smallholders in the 
Lao People’s Democratic Republic. 
Source: Asian Development Bank. 

 
(iii) Notable cross-border project features: Cross-border energy trade, project 

formulated as a power generation priority under the framework of the Central Asia 
Regional Economic Cooperation power sector regional master plan. Also, focused 
on expanding renewable energy as a regional power source. 

 

Box A5.3: Golovnaya 240-Megawatt Hydropower Plant Rehabilitation Project 
 
In 2013, the Asian Development Bank (ADB) approved the Golovnaya hydropower plant rehabilitation 
project amounting to $170 million (including an ADB grant of $136 million to Tajikistan, of which 
$70 million is from the RCI set-aside for regional cooperation and integration) to replace five aggregates 
for power generation and 110kV and 220kV switchyards for transmission. This will increase the 
generation capacity and operational efficiency of the power plant and enable evacuation of affordable, 
reliable, and sustainable supplies for domestic sales and regional grid through newly built overhead 
transmission lines, which will enable onward transmission to Kunduz, Afghanistan, contributing to 
regional power trade. 
 
The project’s outcome is fully aligned with ADB’s programs for Tajikistan and the government’s 
development strategy and its strategic objectives. The project is included in the Tajikistan country 
partnership strategy for 2010–2014; country operations business plan for 2013–2014; and the medium-
term priority projects list of the Central Asia Regional Economic Cooperation Energy Sector Coordinating 
Committee.  As of September 2019, the project is on track, with about 50% average physical progress 
of contracts.  
Asian Development Bank. 

 
(iv) Notable cross-border project features: Bringing national standards into compliance 

with World Trade Organization agreement, building on and leveraging earlier trade 
liberalization efforts and accomplishments, improves competitiveness and regional 
market access, addresses a regional public good (reduce risk of cross-border 
transmission of diseases of animal origin) 

 

Box A5.4: Mongolia: Regional Upgrades of Sanitary and Phytosanitary Measures for 
Trade Project 

 
Since 2010, much progress has been made in Mongolia to liberalize trade regimes and conclude free 
trade agreements with trading partners, which could help the country boost exports. However, market 
access is not a sufficient condition for harnessing the benefits of trade for development. Poor sanitary 
and phytosanitary measures (SPS) significantly reduce Mongolia's competitiveness in export markets 
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and minimizes the country’s ability to capitalize on earlier accomplishments on expanding trade 
openness. For instance, the livestock sector is vulnerable to infectious diseases, which could be better 
controlled. The incidence of infectious animal and foodborne diseases (such as brucellosis and equine 
infectious anemia) remains high. This results in trading partners frequently imposing restrictions or bans 
on imports of live animals and animal products from Mongolia because of an outbreak of contagious 
animal diseases. Improving the SPS system is, therefore, an essential prerequisite for Mongolia to 
increase agriculture and food trade and diversify its economy.  
 
To address this need, the Asian Development Bank committed a $15 million loan to Mongolia in 2016 to 
improve SPS measures in compliance with the World Trade Organization agreement on the application 
of SPS. The project supports Mongolia’s compliance through upgrading laboratories and inspection 
facilities, strengthening inspection management systems, and aligning SPS controls and inspections with 
international standards. Designs of the proposed laboratories and quarantine facilities and technical 
specifications of the laboratory equipment have been prepared. Delivery of training and standard 
operations manual for the laboratories are being developed in line with international standards. 
Source: Asian Development Bank. 

 


