
 

October 2010 

 
 

 
 

ASIAN DEVELOPMENT FUND (ADF) 

ADF X MIDTERM REVIEW MEETING 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Development Effectiveness of  
Regional Cooperation and Integration 

Initiatives 
 
 



 

ABBREVIATIONS 
 
   ADB  – Asian Development Bank 

ADBI  – Asian Development Bank Institute 
   ADF  – Asian Development Fund 
   ASEAN – Association of Southeast Asian Nations  

BIMP-EAGA  – Brunei Darussalam-Indonesia-Malaysia- 
      The Philippines East ASEAN Growth Area 

   CAREC – Central Asia Regional Economic Cooperation 
 DMC  – developing member country 
   EWEC  – East–West Economic Corridor 
   FDI  – foreign direct investment 
   GDP  – gross domestic product 
   GMS  – Greater Mekong Subregion 
   IED  – Independent Evaluation Department 

IMT-GT  – Indonesia-Malaysia-Thailand Growth Triangle  
km  – kilometer 
Lao PDR – Lao People’s Democratic Republic  
OCR  – ordinary capital resources 
OREI  – Office of Regional Economic Integration  
PBA  – performance-based allocation 
PRC  – People’s Republic of China  

   RCI  – Regional Cooperation and Integration 
   RPG  – regional public good 
   SASEC – South Asia Subregional Economic Cooperation  

SDR  – special drawing rights 
SMEs  – small and medium-sized enterprises 
SPD  – Strategy and Policy Department  
TA  – technical assistance 
TFP  – Trade Finance Program 

    
 
 
 

NOTES 
 

(i) In this report, “$” refers to US dollars. 

(ii) The SDR–US dollar exchange rate used in this report is 1.6. 
 
 
 
 
 
 
 
 
 
 
 
 
In preparing any country program or strategy, financing any project, or by making any 
designation of or reference to a particular territory or geographic area in this document, the 
Asian Development Bank does not intend to make any judgments as to the legal or other 
status of any territory or area. 
 



 

 

TABLE OF CONTENTS 
 

       Page 

 

EXECUTIVE SUMMARY i 

I.  INTRODUCTION 1 

II.  ADB’S ROLE IN REGIONAL COOPERATION AND INTEGRATION:                 
EVOLUTION AND CURRENT IMPLEMENTATION 1 

A.  ADB’s Early Involvement in Regional Cooperation and Integration 1 
B.  Adoption of the Regional Cooperation and Integration Strategy and Operational 

Definition of Regional Cooperation and Integration Projects 3 
C.  Emerging Strategic Directions for Regional Cooperation and Integration 3 

III.  FINANCING RCI INITIATIVES: SOURCES AND EVOLUTION OF ADB’S REGIONAL 
COOPERATION AND INTEGRATION PORTFOLIO 4 

A.  Sources of Financing 4 
B.  Overview of Regional Cooperation and Integration Lending and Nonlending    

Activities, 2005–2008, 2009–2012 5 
C.  Asian Development Fund Set-Aside for Regional Cooperation and Integration, 

2005–2008 and 2009–2012 8 

IV.  OPERATIONAL EFFICIENCY AND DEVELOPMENT EFFECTIVENESS OF 
REGIONAL COOPERATION AND INTEGRATION PROJECTS 12 

A.  Operational Efficiency 12 
B.  Development Effectiveness: Evidence from Project Data and Micro Studies 13 
C.  Development Effectiveness: Evidence from Macro Studies 17 

V.  CONCLUSION 19 

 
APPENDIX 
 
1.  Sectoral and Geographic Distribution of Financing for RCI    20 
  
 

 





 

 

EXECUTIVE SUMMARY 

 This paper provides an overview of the regional cooperation initiatives of the Asian 
Development Bank (ADB) and an assessment of the effectiveness of regional projects, 
paying particular attention to the value of the Asian Development Fund’s (ADF) set-aside.  
 
 Although ADB had been supporting regional cooperation and integration (RCI) in 
some form since the 1970s, this involvement grew in the 1990s with the implementation of 
key subregional programs such as the Greater Mekong Subregion (GMS) in 1992, the 
Central Asia Regional Economic Cooperation (CAREC) in 1997, and the adoption of ADB’s 
RCI Strategy in 2006. In 2008, Strategy 2020 reaffirmed RCI as ADB’s core operations, with 
the long-term target of increasing RCI-related lending to at least 30% of ADB operations. 
 
 The ADF finances RCI projects through the national allocations, as well as through 
the ADF set-aside for RCI, which was introduced in ADF VIII. In ADF IX, the amount of funds 
earmarked for RCI projects was set at 5%. In ADF X, this was doubled from 5% to 10%—
SDR0.7 billion or $1.1 billion at the time. 
 
 During the ADF IX period (2005-2008), total financing for RCI from ordinary capital 
resources (OCR) and the ADF amounted to $2.74 billion, with $1.9 billion in OCR and close 
to $840 million in ADF loans and grants. By comparison, OCR and ADF financing for RCI 
projects during the ADF X (2009–2012) will reach around $8.6 billion—more than triple the 
total amount for RCI during 2005–2008—including $3.4 billion in ADF loans and grants, of 
which $1.07 billion will be funded using the ADF set-aside, and the remainder from national 
allocations.  

 
 The evolution of ADB’s RCI portfolio over the last eight years reveals a diversification 
in sectors and subregions. In 2005–2008, cross-border infrastructure accounted for 92.8% of 
total OCR and ADF financing for RCI. ADF financing during 2009–2012 shows an increase 
in projects supporting trade and finance and traditional regional public goods (RPGs), such 
as prevention of communicable diseases and environmental degradation.   
 
 A similar diversification can also be seen in the geographic distribution of RCI 
financing. During 2005–2008, RCI funding supported mainly projects in the GMS and, to a 
lesser extent, those under CAREC. As other ADB-supported subregional initiatives have 
matured over the last few years, fresh demands for funding, particularly from South Asia and 
non-CAREC Central Asian countries, have emerged. This has come on top of growing 
demands from traditional recipients such as GMS and CAREC.  
 
 Despite this general increase in financing and recent developments in resource 
distribution, the key issue remains how to meet the growing demand for RCI financing in 
Asia and the Pacific. Demand for financing under the ADF set-aside has always exceeded 
supply. In the ADF IX and ADF X, demand has been roughly double the available resources. 
The willingness of developing member countries (DMCs) to implement RCI projects, even if 
this means sourcing funds from their country allocations, suggests that DMCs see clear 
benefits from RCI projects.  
 
 This demand is expected to increase even more, i.e., with new regions and new 
issues emerging. More importantly, however, demand is likely to grow as more countries 
realize that regional projects can be efficient and effective, as revealed by project data and 
macro studies. Micro-level studies, employing primary data collected from different types of 
surveys, have measured increases in employment and discernable reductions in income 
poverty associated with cross-border infrastructure projects. Macro studies employing 
econometric and computable general equilibrium modeling approaches point to a significant 
increase in gross domestic product growth and reduction in poverty, especially in the long 
run. 





 

 

 
 

I. INTRODUCTION 

1. This paper provides an overview of the broad spectrum of regional cooperation 
initiatives of the Asian Development Bank (ADB) and a brief assessment of the effectiveness 
of regional projects, paying particular attention to the value of the Asian Development Fund 
(ADF) set-aside for regional cooperation and integration (RCI) in financing, promoting and 
enhancing regional cooperation.  
 
2. The evolution of ADB’s role in RCI is traced, considering various key operational 
issues as well as progress with implementation. This is followed by a discussion of how ADB 
finances RCI and an examination of ADB’s RCI portfolio for 2005–2008 (ADF IX) and 2009–
2012 (ADF X). Various aspects of the portfolio are considered, including the overall lending 
and nonlending breakdown, as well as sector and geographic distribution. The efficiency in 
the use of these resources and their development outcomes is also examined. Both micro 
and macro studies are considered, and the two main subregional programs (GMS and 
CAREC) are examined separately.   
 
 

II. ADB’S ROLE IN REGIONAL COOPERATION AND INTEGRATION:                
EVOLUTION AND CURRENT IMPLEMENTATION  

A. ADB’s Early Involvement in Regional Cooperation and Integration  

3. ADB’s support for RCI stems from the Agreement Establishing the Asian 
Development Bank (the Charter),1 which mandates it to promote economic growth and 
cooperation in the region by assisting developing member countries (DMCs), “giving priority 
to those regional, subregional, as well as national projects and programs which contribute 
most effectively to the harmonious growth of the region as a whole.” For most of the 1970s 
and 1980s, however, the bulk of ADB’s assistance to its DMCs focused on national 
activities; support to regional activities was mainly in the area of research and training.  

4. ADB’s support for RCI started to pick up in the 1990s, beginning with the launch of 
the Greater Mekong Subregion (GMS) Program in 1992. This was followed by the adoption 
of a regional cooperation policy in 1994, which elaborated a phased approach to ADB’s 
involvement. The adoption of the long-term strategic framework for 2001–20152 and the 
resulting medium-term strategic frameworks elevated RCI’s importance in ADB operations, 
and allowed for an expansion in RCI activities to include other subregions.  

5. By 2006, ADB was actively engaged in five major subregional initiatives: the GMS 
Program; the Central Asian Regional Economic Cooperation (CAREC) Program; the South 
Asia Subregional Economic Cooperation (SASEC) Program; the Brunei Darussalam-
Indonesia-Malaysia-The Philippines East ASEAN Growth Area (BIMP-EAGA); and the 
Indonesia-Malaysia-Thailand Growth Triangle (IMT-GT). Salient features of these programs 
are summarized in Box 1.  

 
 
 
 
 

                                                  
1 ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
2 ADB. 2001. Moving the Poverty Reduction Agenda Forward in Asia and the Pacific—The Long-Term Strategic 

Framework of the Asian Development Bank (2001–2015). Manila. 
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Box 1: ADB Involvement in Subregional Initiatives

Greater Mekong Subregion Economic Cooperation Program (GMS Program). In 1992, with 
Asian Development Bank (ADB) assistance, Cambodia, the People’s Republic of China (PRC), the 
Lao People’s Democratic Republic (Lao PDR), Myanmar, Thailand, and Viet Nam formed the GMS 
Program, which has been one of ADB’s largest and most successful regional programs to date. It 
has contributed to the development of infrastructure to enable the development and sharing of the 
resource base, and promote the freer flow of goods and people in the subregion. It has also led to 
international recognition of the subregion as a growth area. As of end 2009, total projects cost 
under the GMS program amounted to $11 billion for 44 projects, of which $4 billion from ADB, $3.4 
billion from government counterpart funds, and $3.4 billion from cofinancing sources. Close to 
$220 million in technical assistance resources (of which $96.7 million provided by ADB) were also 
mobilized focusing on human resource development, tourism, environment, transport, energy, 
trade, and investment.   

Central Asia Regional Economic Cooperation (CAREC) Program. CAREC involves an alliance 
of eight countries—Afghanistan, Azerbaijan, the PRC (two autonomous regions of Xinjiang Uygur 
and Inner Mongolia), Kazakhstan, the Kyrgyz Republic, Mongolia, Tajikistan, and Uzbekistan—and 
six multilateral institutions (ADB, European Bank for Reconstruction and Development, 
International Monetary Fund, Islamic Development Bank, United Nations Development 
Programme, and World Bank). CAREC’s goal is development through cooperation, leading to 
accelerated economic growth and poverty reduction. By promoting and facilitating regional 
cooperation in the priority areas of transport, trade facilitation, trade policy, and energy, CAREC 
helps Central Asian and neighboring countries to realize their immense potential in an increasingly 
integrated Eurasia. CAREC-related investments from 2000 to 2010 amounted to over $15 billion, 
of which ADB provided loans/grants totaled $3.9 billion. 

South Asia Subregional Economic Cooperation (SASEC) Program. SASEC was launched in 
2001 to facilitate economic cooperation among Bangladesh, Bhutan, India, and Nepal. In 
December 2007, ADB approved the SASEC Information Highway Project, the first multi-country 
investment project involving the four countries. ADB has also been supporting SASEC initiatives to 
develop regional tourism, improve transport logistics, and establish transport links. 

Brunei Darussalam-Indonesia-Malaysia-The Philippines East ASEAN Growth Area  
(BIMP-EAGA). In 2001, at the 7th Association of Southeast Asian Nations (ASEAN) Leaders 
Summit held in Brunei Darussalam, ADB was appointed Regional Development Advisor for  
BIMP-EAGA. ADB shares with BIMP-EAGA valuable experiences and lessons learned in the 
development of other growth areas in the region. It also provides advisory services related to 
promoting cooperation in infrastructure development; development of key productive sectors (agro-
industry, tourism, trade, and investment); and institutional strengthening and capacity building. 
ADB has assisted in the development of a pipeline of subregional priority infrastructure projects, in 
the amount of just under $1 billion, focused on developing the West Borneo Economic Corridor 
and the Greater Sulu–Sulawesi Economic Corridor, to help narrow development gaps within  
BIMP-EAGA. 

Indonesia-Malaysia-Thailand Growth Triangle (IMT-GT). ADB resumed engagement with the 
IMT-GT in 2006, following a request from the 1st Leaders' Summit in December 2005 for ADB to 
assist in developing a new road map to refocus the IMT-GT, and to engage more broadly with the 
subregional cooperation initiative. At the 2nd Leaders’ Summit in January 2007, ADB was 
endorsed as Development Partner of the IMT-GT. ADB support for the IMT-GT has been facilitated 
by a series of regional technical assistance projects supporting institutional strengthening and 
capacity building for the IMT-GT, economic and sector work to enhance regional connectivity, and 
knowledge products. ADB has also assisted in the development of a pipeline of subregional priority 
connectivity projects, in the amount of $5.2 billion, focused on five economic corridors between the 
three member countries, to help accelerate economic transformation in these countries and take 
advantage of economic complementarities and opportunities in the subregion. 
 
Source: Asian Development Bank Regional Departments. 
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B. Adoption of the Regional Cooperation and Integration Strategy and Operational 

Definition of Regional Cooperation and Integration Projects 

6. Despite this expansion in RCI activities, ADB involvement lacked a defined set of 
strategic objectives, and was characterized by fragmentation in terms of initiatives as well as 
organizational responsibilities. In July 2006, ADB adopted a Regional Cooperation and 
Integration Strategy3 to address these shortcomings by (i) identifying ADB’s priorities, and 
(ii) elaborating ADB’s roles in supporting and promoting RCI. The strategy represented the 
first attempt by ADB to set forth an explicit and integrated strategy on RCI.  
 
7. To provide strategic direction to ADB’s involvement in RCI, the strategy identified four 
separate but interrelated activities or pillars: (i) 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), such as 
prevention of communicable diseases and environmental degradation. Although the four 
pillars were designed to be mutually supportive and interactive, the strategy allowed for 
support to these pillars to vary across regions and countries, depending on their needs, 
priorities, level of mutual trust and confidence, and readiness. 

8. Building on these pillars, ADB worked toward the adoption of a formal definition of 
“regional projects.” In 2008, this definition was included in ADB’s Operations Manual.4 Under 
the definition, projects are considered regional when they require the joint action of two or 
more countries to address cross-border issues. In addition, a national project with significant 
regional dimensions or implications would also qualify as a regional project, as would a 
project involving the institutional strengthening of regional bodies, or partnership building 
with regional and international institutions. A detailed description of ADB’s definition of a 
regional project is provided in Box 2. 
  
C. Emerging Strategic Directions for Regional Cooperation and Integration  

9. The adoption of the four pillars and the implementation of the operational definition of 
RCI projects have proven instrumental in guiding ADB’s overall priorities for RCI. ADB’s 
different subregional programs within the regional departments have aligned their own 
strategies and priorities with the RCI Strategy. Meanwhile, the operational definition has 
played a central role in determining which projects qualify for regional financing.  

10. Strategy 2020, ADB’s long-term strategic framework adopted in 2008, reaffirmed the 
importance and relevance of RCI to ADB’s core operations, with the long-term target of 
increasing RCI-related lending to at least 30% of ADB operations by 2020.5 
 
11. While the RCI Strategy’s four pillars remain broadly relevant, ADB’s new priorities 
under Strategy 2020, the emergence of new issues, and growing complementarities among 
the four pillars necessitate a broader, more balanced and integrated approach to their 
implementation.  
 

                                                  
3 ADB. 2006. Regional Cooperation and Integration Strategy. Manila. 
4 ADB. 2008. Regional Cooperation and Integration. Operations Manual. OM B1/OP. Manila. 
5 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. 

Manila. 
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III. FINANCING RCI INITIATIVES: SOURCES AND EVOLUTION OF                     
ADB’S REGIONAL COOPERATION AND INTEGRATION PORTFOLIO  

 
A. Sources of Financing  
 
12. Financing for ADB’s RCI activities is derived from several sources: (i) ordinary capital 
resources (OCR); (ii) the Asian Development Fund (ADF), which supports RCI activities 
through the national ADF allocations, as well as through a set-aside for regional projects; 
and (iii) technical assistance (TA) and grants, including special funds for RCI provided by 
ADB’s donor members (Box 3).  
 
 
 
 
 
 
 
 
 

Box 2: Definition of a Regional Project under ADB’s Operations Manual  
 
Projects are considered “regional” when they 
 
(i) require collective efforts and actions of two or more not necessarily adjacent countries to 

respond jointly to cross-border issues, such as the cross-border impact of environmental 
degradation, international crime, communicable diseases, natural disasters, or regional 
economic crises;  

(ii) are national in nature but with significant regional dimensions or implications, such as a 
country transport system that is part of a regional transport system; a national power grid 
within a regional power grid; a national gas pipeline that is part of a network of regional gas 
pipelines; and associated agreements and protocols that allow (a) an efficient flow of goods, 
services, and people; (b) harmonization of standards and regulations; or (c) cost-effective 
communication across developing member countries (DMCs); 

(iii) facilitate regional policy dialogue that leads to regional agreements promoting trade, 
investment, and monetary and financial cooperation;  

(iv) support research and knowledge generation on issues related to the four pillars of the 
Regional Cooperation and Integration (RCI) Strategy, and promote knowledge sharing and 
dissemination among DMCs; 

(v) support initiatives or strengthen the institutional capacity of regional groupings, such as the 
Association of Southeast Asian Nations (ASEAN), ASEAN+3 (ASEAN plus the People’s 
Republic of China, Japan, and the Republic of Korea), Boao Forum for Asia, Central Asia 
Regional Economic Cooperation (CAREC), Bay of Bengal Initiative for Multi-Sectoral 
Technical and Economic Cooperation, Brunei Darussalam-Indonesia-Malaysia-The Philippines 
East ASEAN Growth Area (BIMP-EAGA), Greater Mekong Subregion (GMS), Indonesia-
Malaysia-Thailand Growth Triangle (IMT-GT), Pacific Islands Forum, Council of Regional 
Organizations for the Pacific, South Asia Subregional Economic Cooperation (SASEC), South 
Asian Association for Regional Cooperation, and The Shanghai Cooperation Organisation; 

(vi) support regional partnership building with regional and international institutions, such as the 
United Nations Economic and Social Commission for Asia and the Pacific, Inter-American 
Development Bank, Organisation for Economic Co-operation and Development, Pacific 
Economic Cooperation Council, World Bank, and World Trade Organization; and  

(vii) facilitate regional partnership building between the public and private sectors, including 
nongovernment organizations.  

 
Source: ADB. 2008. Regional Cooperation and Integration. Operations Manual. OM B1/OP. Manila. 
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B. Overview of Regional Cooperation and Integration Lending and Nonlending 
Activities, 2005–2008, 2009–2012 

13. During 2005–2008, total OCR and ADF financing for RCI amounted to $2.7 billion—
$1.9 billion in OCR loans and close to $840 million in ADF loans and grants. OCR and ADF 
financing for RCI projects during 2009–2012 will reach around $8.6 billion—more than triple 
the total amount for RCI during 2005–2008 (Figure 1)—including $3.4 billion in ADF loans 
and grants. The growth in ADB’s RCI portfolio demonstrates the growing importance of RCI 
in ADB’s development strategy. 
 
14. TA for projects with RCI as a theme reached $262 million over 2005–2008, and will 
reach $195 million during 2009–2011 (the TA pipeline for 2012 is currently unavailable).  

 
Figure 1: Cumulative Ordinary Capital Resources and Asian Development Fund 
Assistance for Regional Cooperation and Integration, 2005–2008 and 2009–2012 

($ million) 
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ADF Set Aside for RCI  194.0  165.7  611.8  460.3 

ADF Country Allocation  73.0  407.0  1,349.4  1,009.2 

Total OCR  54.0  1,850.4  2,948.2  2,228.0 

2005–2006 2007–2008 2009–2010 2011–2012

 
ADF = Asian Development Fund, OCR = Ordinary Capital Resources, RCI = Regional Cooperation and 
Integration. 
Sources: Office of Regional Economic Integration and Strategy and Policy Department.   
 

Box 3: Special Funds for Regional Cooperation and Integration 
 
People’s Republic of China Regional Cooperation and Poverty Reduction Fund. The fund 
was established in March 2005 with $20.0 million from the People’s Republic of China. The 
objective is to strengthen the capacity of developing member countries to reduce poverty through 
regional cooperation. The fund encourages innovation and learning in support of (i) research and 
analytical work; (ii) pilot testing of innovative approaches; (iii) capacity building and institutional 
development in developing member countries; and (iv) dissemination, networking, and cross-
learning. As of 10 May 2010, 43 projects had been financed totaling about $19.8 million.  
 
Regional Cooperation and Integration Financing Partnership Facility. The facility was 
established in 2007 to enhance regional cooperation and integration in Asia and the Pacific by 
facilitating the pooling and provision of additional financial and knowledge resources to support 
regional cooperation and integration activities. Under the trust fund component of the facility, two 
funds have been established: (i) the Regional Cooperation and Integration Fund (RCIF), which is 
considered a special fund; and (ii) the Investment Climate Facilitation Fund (ICFF). Japan made a 
second contribution of $11.4 million to the ICFF in 2009. As of May 2010, the RCIF had financed 
46 projects amounting to nearly $42 million, while the ICFF had financed 17 projects totaling 
$12.9 million. 
 
Source:  Office of Regional Economic Integration.  
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15. The sectoral distribution of RCI financing during 2005–2008 reflects the RCI 
Strategy’s original intent—as envisioned under the Strategy, OCR and ADF lending activities 
were mainly targeted at the development of cross-border infrastructure links and related 
software (Pillar 1), while Pillars 3 and 4 and multisector initiatives were supported primarily 
through nonlending operations (Figures 2 and 3).   

 
Figure 2: Distribution of Ordinary Capital Resources and Asian Development Fund 

Financing for Regional Cooperation and Integration by Pillar,  
2005–2008 and 2009–2012  

 
Figure 2.1: Ordinary Capital Resources,

2005–2008 
Figure 2.2: Ordinary Capital Resources,

2009–2012 
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Figure 2.3: Asian Development Fund,
2005–2008 

Figure 2.4: Asian Development Fund,
2009–2012 
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Sources: Office of Regional Economic Integration and Strategy and Policy Department.  

 
Figure 3: Distribution of Technical Assistance for Regional Cooperation and Integration 

by Pillar, 2005–2008 and 2009–2011  
 

Figure 3.1: 2005–2008 Figure 3.2: 2009–2011 
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48.7%

Note: Pipeline data for 2012 are currently unavailable. 
Sources: Office of Regional Economic Integration and Strategy and Policy Department. 
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16. The diversification in the sectoral distribution of resources for RCI between 2005–
2008 and 2009–2012 is noteworthy. In 2005–2008, cross-border infrastructure accounted for 
92.8% of total OCR and ADF financing for RCI (Pillar 1). Transport’s huge share in financing 
during that period (89.8%) was due mainly to the approval of the Viet Nam component of the 
Kunming–Hai Phong Transport Corridor: Noi Bai–Lao Cai Highway Project 6(Box 4). Only a 
limited number of activities were undertaken in the other pillars; Pillar 4 came in a distant 
second with only 6.2% of total OCR and ADF financing, with financing limited to renewable 
energy at 3.8% and health programs at 2.3% (Appendix, Table A.1).   
 

 
17. In contrast, while Pillar 1 will continue to make up the bulk of OCR and ADF financing 
during 2009–2012 with 70.2% of the total, the emerging picture seems to signal a gradual 
diversification of the RCI portfolio towards projects supporting trade and finance (Pillar 2, 
11.3% of total OCR and ADF financing) and RPGs (Pillar 4, 9.6% of total OCR and ADF 
financing). This gradual shift is underpinned by three developments. First, activities in each 
pillar are increasingly becoming intertwined, requiring a better balance of activities across 
and within pillars. For instance, experience with the GMS Program suggests that a greater 
emphasis on trade finance and facilitation and trade services may be necessary to ensure 
that the benefits from investments in Pillar 1 are maximized, consolidated over time, and 
spread to the subregional level.7 New approaches to increase collaboration and synergy 
across pillars therefore need to be introduced. This explains the new allocations for 
multisectoral activities, which focus on industry and trade development.  
 
18. Second, recent developments in trade and finance suggest that greater investments 
in these areas might be necessary to deepen regional integration. This explains the increase 
in resources going to Pillar 2 and Pillar 3, primarily through OCR lending. For instance, 
ADB’s Trade Finance Program (TFP), which is being financed with OCR lending amounting 
to $850 million, aims to deepen trade linkages by providing companies with the financial 
support they need to penetrate the region’s most challenging markets. A substantial portion 
of TFP’s portfolio supports small and medium-sized enterprises (SMEs), and many 
transactions occur either intra-regionally or between ADB’s DMCs. The TFP has been 
particularly helpful to blend 8  countries: of the total portfolio in 2009, blend countries 
accounted for 86% (including Bangladesh, Pakistan, Sri Lanka, and Viet Nam). The program 
continued to expand aggressively in 2010, including new countries such as Uzbekistan and 
even ADF-only countries9 such as Mongolia and Nepal.   
 
                                                  
6 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loans Socialist 

Republic of Viet Nam: Greater Mekong Subregion: Kunming–Hai Phong Transport Corridor—Noi Bai–Lao Cai 
Highway Project. Manila. 

7 ADB. 2009. Transport and Trade Facilitation in the Greater Mekong Subregion—Time to Shift Gears. Learning 
Curves. March. Manila. 

8 Blend countries are countries with access to the OCR and ADF. 
9 ADF-only countries are countries that have access only to the ADF. 

Box 4: The Kunming–Hai Phong Transport Corridor: Noi Bai–Lao Cai Highway Project
 
The Kunming–Hai Phong Transport Corridor: Noi Bai–Lao Cai Highway Project is one of 
Viet Nam’s highest priority infrastructure investments. The project will establish a modern standard 
road link from Hanoi, to connect at Lao Cai with the road network of the People’s Republic of 
China (PRC). This link will serve two purposes. At the national level, it will connect the northwest 
region of the country, now very poor and isolated, with the economic centers that have developed 
around Hanoi and its port, Haiphong. At the regional level, it will link the rapidly expanding 
economy of the PRC’s Yunnan province with Hanoi and Haiphong, facilitating rapid expansion of 
cross-border trade and commerce. To date, 244 kilometers of the Noi Bai–Lao Cai Highway, with 
10 grade-separated interchanges and five service areas, have been constructed. Some $1.1 billion 
was approved for the project, including $200 million in Asian Development Fund loans. 
 
Source:  Asian Development Bank Project Information Document. 
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19. Third, the trend toward greater funding for RPGs has grown, underpinned by the 
increasing importance of energy security and climate change issues, as well as many other 
social and environmental issues resulting from faster growth. Experience with the GMS 
Program has shown that while cross-border infrastructure has brought numerous economic 
benefits, improved connectivity—combined with rural poverty—has also brought unintended 
negative consequences. Among them are increased transmission of HIV/AIDS, human 
trafficking, and environmental degradation. This necessitates stronger linkages between 
Pillars 1 and 4, given the crosscutting nature of RPGs.  

 
20. A similar diversification can also be seen in terms of the geographic distribution of 
financing for RCI. During 2005–2008, RCI funding supported mainly projects in the GMS and, 
to a lesser extent, those under the CAREC Program. As other ADB-supported subregional 
initiatives have matured over the last few years, fresh demands for funding, particularly from 
Central and South Asia, have emerged. This has come on top of growing demands from the 
traditional recipients. As such, the geographical distribution of total OCR and ADF financing 
over 2009–2012 shows an increase in the share of financing going to Central and South Asia, 
compared to the GMS (Figure 4 and Appendix, Table A.2). 
 
C. Asian Development Fund Set-Aside for Regional Cooperation and Integration, 

2005–2008 and 2009–2012 

21. The ADF set-aside for RCI was introduced in the ADF VIII replenishment. An 
allocation system was established for the set-aside, with criteria for project eligibility and 
prioritization, and implemented under the ADF IX. As part of this system, a requirement was 
introduced for countries to provide 20% of the total project cost from national resources to 
ensure strong country ownership. Under ADF X, this requirement was increased; for every 
US dollar drawn from the set-aside, countries must now match it with $0.50 from the 
performance-based allocation (PBA), subject to a 20% ceiling, beyond which contributions 
from the country PBA would not be mandatory.  
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Figure 4: Geographic Distribution of Ordinary Capital Resources and  

Asian Development Fund Financing for Regional Cooperation and Integration, 
2005–2008 and 2009–2012  

 
Figure 4.1: Ordinary Capital Resources, 
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Figure 4.2: Ordinary Capital Resources, 
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Figure 4.3: Asian Development Fund, 
2005–2008 

Figure 4.4: Asian Development Fund,  
2009–2012 
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CAREC = Central Asia Regional Economic Cooperation, GMS = Greater Mekong Subregion, PRC= People’s 
Republic of China, SASEC = South Asia Subregional Economic Cooperation. 
Sources:  Office of Regional Economic Integration and Strategy and Policy Department. 

 
 

22. In the ADF IX replenishment, the amount of funds earmarked for RCI projects was 
set at 5%. In May 2008, ADB was able to secure an agreement from donors to double the 
amount from 5% to 10%, amounting to SDR0.7 billion or $1.1 billion at the time. Beginning 
with the first biennial allocation under ADF X, consideration for a balanced geographic 
distribution of the set-aside across subregions has been added to the prioritization criteria 
listed in Box 5.  
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23. The incentive provided through the earmarked ADF allocation has started to show 
results. From 2009 to 2012, about $1.07 billion will be funded using the ADF set-aside up 
from $359.7 million in 2005–2008 (Figure 1). Perhaps more importantly, countries are 
showing willingness to exceed the country ownership requirement for the use of the set-
aside (i.e., for every US dollar drawn from the set-aside, countries must now match it with 
$0.50 from the PBA). During 2009–2010, PBA contributions are expected to reach $419 
million—56% more than the minimum required contribution of $269 million. 

 
24. Disaggregating the ADF set-aside by sector reveals the same shift in the distribution 
of resources to one that is less skewed toward Pillar 1. Although investments in cross-border 
infrastructure and related software (Pillar 1) continue to account for the bulk of financing 
under the set-aside, the share of Pillar 1 has declined, while the shares of Pillar 4 and 
multisector activities have increased in 2009–2012 (Figure 5 and Appendix, Table A.3).  The 
increase in the set-aside going to Pillar 4 has more than quadrupled over the same period, 
with projects covering more sectors than in 2005–2008, showing the growing importance of 
energy security and climate change in RCI (Appendix, Table A.3). These two issues are 
likely to dominate the distribution of resources under Pillar 4 in the years to come. 
Meanwhile, efforts to promote greater synergy among the different pillars explain new 
spending on multisector activities.  
 
Figure 5: Distribution of Asian Development Fund Set-Aside for Regional Cooperation 

and Integration by Pillar, 2005–2008 and 2009–2012  
 

Figure 5.1: 2005–2008 Figure 5.2: 2009–2012 
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Sources: Office of Regional Economic Integration and Strategy and Policy Department.  

Box 5: Asian Development Fund Set-Aside for Regional Cooperation and Integration—
Project Prioritization Criteria  

 
In consultation with operational departments, projects to be funded under the Asian Development 
Fund (ADF) set-aside for regional cooperation and integration are prioritized according to the 
following four criteria as stated in the Performance-Based Allocation (PBA) Policy: 
 
(i)   Distribution of project benefits. Projects covering more countries are given higher priority. 
(ii) Leveraging additional finance. Projects with larger shares of additional financing 

(i.e., government counterpart, ADF from PBA beyond the required amount, official cofinancing, 
OCR, or private) are given higher priority. 

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

(iv) Consolidating earlier gains. Projects that build on previous successful regional cooperation 
efforts are given priority. 

 
Source: ADB. 2008. Refining the Performance-Based Allocation of Asian Development Fund Resources. 
Manila. 
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25. The geographical distribution of the set-aside for RCI likewise shows a more even 
distribution of resources, with GMS countries receiving a smaller piece of the pie, and 
CAREC and SASEC countries getting much bigger shares compared to the previous period 
(Figure 6 and Appendix, Table A.4).  
 

Figure 6: Geographic Distribution of the Set-Aside for  
Regional Cooperation and Integration, 2005–2008 and 2009–2012  

 

Figure 6.1: 2005–2008 Figure 6.2: 2009–2012 
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Sources: Office of Regional Economic Integration and Strategy and Policy Department.

 
26. Despite the increase in financing under the set-aside, and recent developments in 
terms of the set-aside’s sectoral and geographical distribution, the key issue remains how to 
meet the growing demand for RCI financing in the region. Demand for financing under the 
ADF set-aside has always exceeded supply. In the ADF IX and X, demand for funding was 
roughly double the available resources. This represents a significant shortfall under the 
current 10% earmarking (Figure 7).  

 
Figure 7: Demand for vs. Supply of Financing under the Asian Development Fund    

Set-Aside for Regional Cooperation and Integration, 2005–2008 and 2009–2012 
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Note: Project approvals during 2005–2006 and 2009–2010 exceed the set-aside amount because of front-

loading.   
Sources: Office of Regional Economic Integration and Strategy and Policy Department. 
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27. This demand is expected to increase because of geographic and sectoral factors. 
More importantly, demand is likely to grow as more countries realize that regional projects 
can be both efficient and effective, with demonstrable impacts on growth and poverty.  
 

IV. OPERATIONAL EFFICIENCY AND DEVELOPMENT EFFECTIVENESS OF 
REGIONAL COOPERATION AND INTEGRATION PROJECTS 

A. Operational Efficiency 

28. Table 1 compares the average performance of national versus RCI projects, in terms 
of three portfolio performance indicators: (i) loan approval to first contract/subloan contract 
date; (ii) approval to effectivity (months); and (iii) age (years) as of 31 Dec 2009 (for active 
loans)/actual implementation period (for closed loans). For various reasons, RCI projects are 
often expected to have longer start-up and implementation periods. RCI projects are also 
expected to fare worse than national projects in terms of operational efficiency. This is widely 
believed to be true, particularly in RCI projects which require the collective efforts of two or 
more countries. 
 
29. Yet Table 1 reveals only marginal differences in performance between national and 
RCI projects. These results seem to run counter to the usual concerns that RCI projects are 
difficult to implement. Loan-financed RCI projects fare slightly worse than loan-financed 
national projects, while ADF grant-financed RCI projects fare slightly better than ADF grant-
financed national projects, across the three indicators. As expected, the start-up period for 
regional transport projects is much longer than the average. In general, however, resources 
for RCI projects are being used no less efficiently than resources for national 
projects―although the sizeable number of regional projects requiring implementation at the 
national level could partly explain these results.  
 

Table 1: Operational Efficiency of National vs.  
Regional Cooperation and Integration Projects, 2005–2009 

 

Operational Efficiency 

Loan Approval 
to First 

Contract or 
Subloan 

Contract Date 
(months) 

Approval to 
Effectivity 
(months) 

Age (years) as of 
31 Dec 2009  

(for active loans) 
Actual 

Implementation 
Period  

(for closed loans) 

Loan-Financed National Project 9.22 6.51 2.62 
Loan-Financed RCI Project 12.31 7.64 2.64 
  Air Transport (2.17) 9.11 4.28 
  Electricity Transmission and Distribution 17.03 8.09 3.04 
  Energy Efficiency and Conservation 4.64 3.91 0.92 
  Rail Transport 17.52 11.39 3.04 
  Renewable Energy 17.59 12.30 2.35 
  Road Transport 15.18 9.25 3.30 
  Trade and Services 12.92 5.23 2.12 
ADF Grant-Financed Project 9.85 4.77 2.83 
ADF Grant-Financed RCI Project 7.98 3.56 2.80 
  Health Programs 11.72 3.59 4.07 
  Road Transport 28.35 7.64 3.04 
  Trade and Services 0.36 5.46 1.21 
  Renewable Energy 0.46 5.72 1.17 

( ) = negative.  
ADF= Asian Development Fund, RCI = Regional Cooperation and Integration. 
Sources:  Office of Regional Economic Integration and Central Operations Services Office. 
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B. Development Effectiveness: Evidence from Project Data and Micro Studies  

30. Just as project data have revealed that RCI projects can be efficient, project data and 
micro-level studies, employing primary data collected from different types of surveys to 
supplement secondary data, have revealed that RCI projects can be effective. A number of 
post-evaluation assessments of ADB projects, employing baseline and post-implementation 
surveys supplemented with secondary analysis of official statistics, indicate significant 
development impacts from regional projects. Most of these assessments focus on the GMS 
Program, which accounts for the bulk of ADB’s completed regional projects to date. Some 
evidence from the CAREC Program has also become available.10 
 
31. Evidence from the Greater Mekong Subregion Program. The Independent 
Evaluation Department (IED) regional cooperation assistance program evaluation of the 
GMS Program concluded that GMS member countries benefited from subregional 
cooperation, and rated the program successful (Box 6).11 Despite problems in individual 
sectors and projects, ADB played an important role in the power sector, leveraging 
significant private sector funds. The evaluation on energy found that ADB-supported projects 
have resulted in significant economic benefits and raised investor confidence. IED’s 
evaluation of transport and trade facilitation noted significant savings in vehicle operating 
costs and travel times, and a reduction in border-crossing times in Cambodia, the Lao 
People’s Democratic Republic (Lao PDR), and Viet Nam. ADB assistance resulted in 
increased domestic economic activities, with new industries and special industrial zones 
developing along the road.  
 
32. Enhanced connectivity, along with cooperation in transport and trade facilitation, has 
been associated with an 11-fold increase in intra-regional trade since the Program’s 
inception in 1992. Priority infrastructure projects worth around $10 billion have either been 
completed or are being implemented. This includes the $1.1 billion loan for the Kunming–
Hai Phong Transport Corridor: Noi Bai–Lao Cai Highway to Viet Nam, approved in 2007 to 
improve connectivity in the GMS; and another $60 million loan to Viet Nam for the GMS 
Kunming–Hai Phong Transport Corridor: Yen Vien–Lao Cai Railway Upgrading Project.12 
 
33. Another ADB study13 employed a combination of methodologies using primary and 
secondary sources of information to assess the poverty impact of the GMS Program. For 
1992–2002, the annual increase in per capita income is estimated at 2.7%. Cross-border 
trade in 2004 was 11 times higher than in 1992, with countries such as the Lao PDR and 
Cambodia conducting more than 40% of trade among them.  
 
34. In 2008, ADB circulated a regional road project completion report14 on the GMS 
East–West Corridor Project (EWEC), which showed that by connecting landlocked areas in 
northeast Thailand to the Viet Nam coast via the Lao PDR, the corridor has promoted 
regional economic integration, created job opportunities, and increased national investment 
in the project areas. The number of local bus services in the Lao PDR has more than 
doubled since 2000, while in Viet Nam half of the current 16 services are new and six have 
seen an increase in frequency—a major benefit to people living and/or working along the 
corridor.  
                                                  
10  Unless otherwise noted, information reported in this subsection has been gathered from department 

submissions.  
11 ADB. 2009. Regional Cooperation Assistance Program Evaluation: Greater Mekong Subregion: Maturing and 

Moving Forward. Manila.  
12 ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Loan from Agence Française de Développement Socialist Republic of Viet Nam: Greater 
Mekong Subregion Kunming–Hai Phong Transport Corridor: Yen Vien–Lao Cai Railway Upgrading Project. 
Manila. 

13 J. Singh and M. Mitra. 2006. Reviewing the Poverty Impact of Regional Economic Integration in the Greater 
Mekong Subregion. Manila: ADB. 

14 ADB. 2008. Performance Evaluation Report:  Lao People’s Democratic Republic and Socialist Republic of Viet 
Nam:  Greater Mekong Subregion: East-West Corridor Project. Manila.  
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Box 6: Greater Mekong Subregion: Maturing and Moving Forward 
Findings of the Independent Evaluation Department’s First Regional Cooperation Assistance 

Program Evaluation 
  
The first regional cooperation assistance program evaluation

 

carried out by the Independent Evaluation 
Department evaluated Asian Development Bank (ADB)-cofinanced Greater Mekong Subregion (GMS) 
operations during 1992–2007, using the evaluation framework developed for country assistance program 
evaluations involving a combination of top-down (strategic and institutional performance) and bottom-up 
assessments (project and operational performance).

 
 

 

The overall assessment rating for the GMS Program is successful. It has fared well in its early phase of 
development. Its strategic focus on connectivity is aligned with ADB corporate strategies in the 
infrastructure sector. Activity, rather than rules-driven cooperation, has worked well in this first stage of 
development, building trust among partners and allowing flexibility in undertaking subgroup activities as 
needed. ADB performance has been substantial, with room for improvement. The results of the top-
down assessment are summarized in the table below. 
 

Results of Top-Down Evaluation 
 

Criterion Overall Rating 
Strategic Assessment  Substantial 
Institutional Assessment  Substantial 
Value Addition  Substantial 
ADB Performance  Substantial 
Administration and Internal 
Coordination  

Modest 

Coordination with Other Agencies  High 
Financial Mobilization  High 
Capacity Building and Technical 
Support  

Modest 

Portfolio Management  Modest 
Overall Top-Down Assessment  Successful 

 
The results of the bottom-up assessment in six GMS sectors are summarized below. Lessons learned 
from subregional experience include the importance of (i) an integrated approach in ADB involvement, 
(ii) a balanced program, (iii) developing tools to assess effectiveness, and (iv) improving the investment 
climate for the private sector.  

 
Results of Bottom-Up Evaluation 

 

Criteria Transport Energy Tourism Environment Agriculture  Social 
Sectors 

Relevance  Highly 
Relevant  

Highly 
Relevant  

Relevant  Relevant  Relevant  Relevant  

Effectiveness  Effective  Effective  Effective  Effective  Less 
Effective  

Less 
Effective  

Efficiency  Efficient  Efficient  Efficient  Efficient  Less 
Efficient  

Efficient  

Sustainability  Likely  Likely  Likely  Likely  Less Likely  Less Likely  
Impact  Substantial  Substantial  Not 

Assessed  
Modest  Modest 

Overall  Successful  Successful Successful Successful Partly 
Successful  

Partly 
Successful 

 
Source: ADB. 2009. Regional Cooperation Assistance Program Evaluation: Greater Mekong Subregion: Maturing 
and Moving Forward. Manila. 
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35. An earlier study on the EWEC 15  employed provincial records and surveys to 
determine the impact of the corridor on Savannakhet Province in the Lao PDR. Completion 
of the EWEC has been associated with a 35% drop in the incidence of income poverty—
from 37,282 families in 1998 to 24,400 families in 2004. Per capita income increased from 
$371 in 2001 to $425 in 2005. The reduction in income poverty and increase in per capita 
income were significantly higher than the national averages. Over the same period, the 
share of agriculture in gross domestic product (GDP) dropped from 62% in 2002 to 52% in 
2005, while the contributions from industry increased from 17% to 25% and services from 
21% to 24%. The value of foreign direct investment and joint ventures also increased from 
$17.5 million in 1995–2000 to almost $200 million in 2001–2005. 
 
36. The Second Mekong International Bridge is part of the EWEC, linking Mukdahan 
Province in northeastern Thailand and Savannakhet province in central Lao PDR. The 
bridge was opened on January 2007. External studies16 have revealed that the distance from 
Hanoi to Bangkok, previously about 2,000 kilometers (km) by way of the First Mekong 
Friendship Bridge in Nong Kai, has been shortened to 1,500 km (25% reduction) because of 
the Second Mekong International Bridge. Transportation time was also shortened from 
4 days to 3 days (25% reduction), including customs procedures. Since transportation takes           
10–15 days by sea, the advantage of land transportation has been increased (70% reduction 
in travel time compared to coastal shipping). 
 
37. The Champassak Road Improvement Project17—from Chong Mek in the Lao PDR 
(on the border with Thailand) to Pakse (40 km) and on to Veun Kham (on the border with 
Cambodia, 160 km)—was completed in May 2001. Travel times were reduced by more than 
half, and travel costs subsequently fell for those using private transport. The cost of public 
transport decreased by more than 20% in real terms. About 46% of households in the project 
area increased their agricultural output for sale at local markets, increasing their incomes. 
 
38. The Phnom Penh–Ho Chi Minh City Highway Improvement Project 18  between 
Cambodia and Viet Nam was completed in 2004. Because of savings in time and lower 
vehicle operating costs, the total value of trade between Cambodia and southern Viet Nam 
along this highway increased by about 40% per year from 2003 to 2006. The number of 
persons crossing the border, including tourists, rose at an average annual rate of about 53%, 
and vehicles crossing the border increased at an average annual rate of 38% during that 
period. One of the spillover effects of this project was the development of the Trang Bang 
Industrial Park on the Viet Nam side, which is generating many jobs for the local population. 
 
39. Other project completion reports in 2008 discuss projects that had not been classified 
as regional cooperation but produced often unforeseen regional connectivity outcomes. The 
expressway in the People’s Republic of China’s (PRC’s) Guangxi Roads Development 
Project19—an essential part of the GMS Economic Corridor—enabled Guangxi government 
to establish three joint Guangxi–Association of Southeast Asian Nations (ASEAN) industrial 

                                                  
15 R. Luanglatbandith. 2007. Development Impact of the East–West Economic Corridor on Savannakhet Province of 

the Lao People’s Democratic Republic. Manila: ADB. 
16 Japan International Cooperation Agency. 2007. The Research on the Cross-border Transportation 

Infrastructure: Phase 2, Final Report. Joint report with AMEC Corporation. Tokyo (December); and T. 
Tsuneishi. 2007. Thailand’s Economic Cooperation with Neighboring Countries and its Effects on Economic 
Development within Thailand. Institute of Developing Economies Discussion Paper No. 115. Chiba: Institute of 
Developing Economies.  

17 ADB. 1995. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 
Technical Assistant Grants to the Lao People’s Democratic Republic for the Champassak Road Improvement 
Project. Manila. 

18 ADB. 1998. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the 
Kingdom of Cambodia and to the Socialist republic of Viet Nam for the Greater Mekong Subregion: Phnom 
Penh to Ho Chi Minh City Highway Improvement Project. Manila.  

19 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan   People’s 
Republic of China: Western Guangxi Roads Development Project. Manila.  
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Box 7: Bringing Power to Afghanistan from Uzbekistan and Tajikistan 
 
For nearly 3 decades, the availability of secure energy supplies in Afghanistan was significantly 
disrupted by conflict. Yet in January 2009, electricity began to flow into Kabul along a newly-
constructed transmission line running from Uzbekistan. For the first time in more than a generation, 
the majority of the capital’s 4 million people can now enjoy the benefits of power. The Asian 
Development Bank (ADB)-supported Emergency Infrastructure Rehabilitation and Reconstruction 
Project, completed in 2009, constructed 241 kilometers (km) of double-circuit 220 kilovolt (kV) 
transmission lines from Pul-e-Khumri, north of Kabul, to the border with Uzbekistan, and the 
Naibabad Switching Station, at a total investment for the power component of about $40 million.  
 
The ADB-supported ongoing Regional Power Transmission Interconnection Project for Afghanistan 
and Tajikistan will likewise restore and increase power supply to the North-East Power System in 
Afghanistan. While reducing costs for consumers in Afghanistan, the project will increase potential 
power export and income generation capacity for Tajikistan.  
 
Sources: ADB. 2003. Report and Recommendation of the President to the Board of Directors: Emergency 
Infrastructure Rehabilitation and Reconstruction Project. Manila; ADB. 2006. Report and Recommendation of 
the President to the Board of Directors: Regional Power Transmission Interconnection Project. Manila; ADB. 
2009. Completion Report: Emergency Infrastructure Rehabilitation and Reconstruction Project in Afghanistan. 
Manila; and ADB. 2009. Energy is Life: Bringing Power to Afghanistan. Manila. 

zones to attract investments from ASEAN countries. Similarly, the Wantong Logistic Center 
at Pingxiang improved trade with Viet Nam.  
 
40. Evidence from the CAREC Program. CAREC’s investments in regional projects 
have been in the priority areas of transport, energy, and trade, with investments in transport 
and energy producing the most tangible benefits thus far.   
 
41. The six CAREC transport corridors are the foundation upon which Central Asia will 
become a land bridge between neighboring regions. The development of the corridors has 
demonstrated how investments could be channeled in a more regionally focused manner.  
 
42. Some important benefits have been realized from CAREC transport corridor projects: 
 

(i) Improvements to the Almaty–Bishkek Highway. The Almaty–Bishkek Regional 
Road Rehabilitation Project,20 completed in 2007, improved the main arterial 
road between these two key Central Asian cities. Traffic volumes have 
increased by 25%, travel times are reduced by at least 50% from 5–6 hours to 
2–3 hours, and exports from the Kyrgyz Republic to Kazakhstan have 
increased by 160% from 1998 to 2007. Lake Issyk kul, the key Central Asian 
tourist destination in the Kyrgyz Republic, has benefited through significant 
investment in accommodation and services, demonstrated by the 1 million 
tourists in 2007—a 50% increase over 2005. A cross-border agreement was 
made effective and included improvements to the customs facilities at the 
Akzhol–Chu border.   

(ii) Osh–Sarytash–Irkeshtam highway. The highway opened a new trade corridor 
with the PRC and upgrades have been ongoing. 

(iii) Afghanistan’s ring road network. The network has been reconstructed and is 
creating easier access to southern markets. 

 
43. CAREC’s energy sector projects aim to improve energy security, efficiency, and trade 
on an intraregional and eventually interregional basis. CAREC-related energy projects have 
had successes in expanding bilateral electricity trade and improving the regional power 
network (Box 7).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                  
20 ADB. 2000.  Report and Recommendation of the President to the Board of Directors on Proposed Loans and 

Technical Assistance Grants to the Republic of Kazakhstan and to the Kyrgyz Republic for the Almaty-Bishkek 
Regional Road Rehabilitation Project. Manila.  



17 
 

44. A Regional Trade Facilitation and Customs Cooperation program loan 21  for the 
Kyrgyz Republic for $15 million and Tajikistan for $10 million was approved in 2002 to assist 
these countries in pursuing customs reforms and improving customs infrastructure and 
facilities. The program is helping to address the most critical weaknesses in customs 
administrations in the two countries. It has assisted in (i) strengthening governance and 
transparency, and improving the institutional capacity of customs organizations; (ii) 
strengthening the legal and regulatory framework for customs in line with international 
standards and conventions; (iii) improving customs organizations’ operational efficiency to 
facilitate trade and enhance revenue collection; and (iv) developing an effective mechanism 
for cooperation among the region’s customs organizations. 
 
C. Development Effectiveness: Evidence from Macro Studies   
 
45. Thus far, the available assessments of RCI projects demonstrate that investments in 
such projects are highly rewarding. RCI projects, particularly in cross-border infrastructure, 
have benefited countries at the micro level by helping raise household incomes through 
improved access to markets, and increasing the access of the poor to basic social services 
and consumer goods.  
 
46. Studies analyzing the macro impact of RCI projects—those employing time-series 
econometrics and computable general equilibrium modeling—have also shown that RCI 
projects can enable faster economic growth and contribute to poverty reduction (Table 2). 
The studies summarized in Table 2 present the following key conclusions: (i) the benefits 
from cross-border infrastructure projects are significant and widespread, and translate into 
improved welfare and reductions in poverty incidence; (ii) the benefits are significantly larger 
in the long run compared to the short run, primarily because changes resulting from factor 
(mainly labor and capital) reallocations greatly outweigh changes resulting from reductions in 
transport costs; and (iii) all parties gain—in particular, the common presumption that the 
benefits occur only, or overwhelmingly, in the richer region, is not supported by the results. 
 
Table 2: Development Effectiveness of Regional Cooperation and Integration Projects:  

Evidence from Macro Studies  
 
Research Study Methodology Impact Assessment Findings  

P. Warr, J. Menon, and 
A.A. Yusuf. 2010. 
Application to Cross-
Border Regional 
Economic Impacts of 
Large Projects: A 
General Equilibrium 
Infrastructure. Asian 
Development Review. 
27 (1), pp. 104–134. 

The authors use general 
equilibrium modeling to 
estimate the benefits of 
infrastructure investments. 
More specifically, they apply a 
large, two-region applied 
general equilibrium model to 
estimate the economic impacts 
of the Second Mekong 
International Bridge from 
Mukdahan Province in Thailand 
to Savannakhet Province in the 
Lao PDR. 

The results suggest that in the short run, the 
kind of transport cost reductions that are 
consistent with improvement of interregional 
transport facilities will produce a modest 
increase in interregional trade volumes in both 
directions and a small increase in real 
consumption in both regions. Over a longer 
period of time, the economic benefits to both 
regions are much larger, as investors respond 
to the changed structure of incentives with 
new capital investments, and as workers move 
to regions of greater return to their labor. The 
absolute gain in welfare (aggregate real 
consumption) that arises in the long run is 
larger than the short-run impact by a factor of 
23 in Mukdahan and 28 in Savannakhet. Both 
the absolute and proportional gains in welfare 
are considerably larger in Savannakhet. 
Regional exports increase in both, but 
especially in Mukdahan. The results do not 
confirm the common presumption that the 

                                                  
21 ADB. 2002. Report and Recommendation of the President to the Board of Directors on Proposed Loans and 

Technical Assistance Grants to Kyrgyz Republic And Republic of Tajikistan and a Regional Technical 
Assistance Grant for the Regional Trade Facilitation and Customs Cooperation Program. Manila.  
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Research Study Methodology Impact Assessment Findings 

benefits from cross-border infrastructure 
projects occur only, or overwhelmingly, in the 
richer region. 

S. Stone, A. Strutt, and 
T. Hertel. 2010. 
Assessing the 
Socioeconomic Impacts 
of Transport 
Infrastructure Projects in 
the Greater Mekong 
Subregion. ADBI 
Working Paper Series. 
No. 234. Tokyo: ADBI. 

The authors use a multi-region 
general equilibrium model, 
supplemented with household 
survey data for the GMS. They 
concentrate on quantifying the 
effects of some of the key 
linkages between upgraded 
infrastructure, economic 
growth, and poverty reduction; 
and model the impact of 
reducing transport costs and 
improving trade facilitation in 
the GMS. 

The findings suggest strong gains to the GMS 
countries as a result of infrastructure 
development and trade facilitation, with 
national poverty reduced throughout the 
region. However, the impact on various 
segments of these populations differs, 
depending in part on factor returns. 

S. Stone and A. Strutt. 
2009. Transport 
Infrastructure and Trade 
Facilitation in the 
Greater Mekong 
Subregion. ADBI 
Working Paper Series 
No. 130. Tokyo: ADBI.  

The study quantifies the 
potential benefits of the 
development of the economic 
transport corridors, along with 
the implementation of the 
Cross-Border Transport 
Agreement in the GMS, using a 
computable general equilibrium 
framework. The study provides 
a static view of one-off gains 
from a conservative estimate in 
a reduction in transport costs 
and improvements in trade 
facilitation. 

The findings suggest that static welfare gains 
of $8.1 billion could be attained from moderate 
improvements in physical land transport and 
trade facilitation in the GMS. The findings 
show clear gains from improvements in 
physical land transport and the more 
substantial gains from improved trade 
facilitation. Gains in regional trade reported in 
the study are even greater than those found in 
earlier ADB studies of about 40%. 

J.F. Francois and 
G. Wignaraja. 2008. 
Economic Implications of 
Asian Integration. Global 
Economy Journal. 6 (3). 
pp.1–46. 

The authors work with a global 
general equilibrium model, 
benchmarked to a projected 
2017 set of trade and 
production patterns, as well as 
gravity-model based estimates 
of trade costs linked to 
infrastructure, and of barriers to 
trade in services. Taking these 
estimates, along with tariffs, 
into a computable general 
equilibrium model, the authors 
examine regionally narrow and 
broad agreements, all centered 
on extending the reach of 
ASEAN to include free trade 
agreements with combinations 
of the northeast Asian 
economies (PRC, Japan, 
Korea) and the South Asian 
economies. They focus on a 
stylized free trade agreement 
hat includes goods, services, 
and some aspects of trade cost 
reduction through trade 
facilitation and related 
infrastructure improvements.  

The findings suggest that linking East and 
South Asia through a comprehensive trade 
agreement and increased regional 
infrastructure investment would lead to lower 
trade costs and minimum global welfare gains 
of $261 billion by 2017. 
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C. Edmonds and 
M. Fujimura. 2008. 
Impact of cross-border 
road infrastructure on 
trade and investment in 
the Greater Mekong 
Subregion. In D. Brooks 
and J. Menon, eds. 
Infrastructure and Trade 
in Asia. London: Edward 
Elgar.  

Edmonds and Fujimura employ 
a gravity model using data on 
trade flows across GMS 
countries and indicators of road 
infrastructure and trade policy 
to determine the impact of 
cross-border road infrastructure 
on trade and foreign direct 
investment flows.  

Cross-border infrastructure has a positive 
effect on trade (with elasticity of 0.6–1.4), and 
this effect increases when a general measure 
of domestic road infrastructure is included in 
the analysis, implying a complementarity 
between the two.  

ADB = Asian Development Bank, ADBI = Asian Development Bank, ASEAN = Association of Southeast Asian 
Nations, GMS = Greater Mekong Subregion, Lao PDR = Lao People’s Democratic Republic, PRC = People’s 
Republic of China.    
 

V. CONCLUSION 

47. ADB’s involvement in RCI has evolved considerably over the past 3 decades. 
Although ADB had been supporting RCI in some form since the 1970s, this involvement 
grew in the 1990s with the implementation of key subregional programs such as the GMS 
and CAREC, and the adoption of ADB’s RCI Strategy. Strategy 2020, adopted in 2008, 
reaffirmed the importance and relevance of RCI to ADB’s core operations, with the long-term 
target of increasing RCI-related lending to at least 30% of ADB operations by 2020. 
 
48. The growth in ADB’s RCI portfolio from the ADF IX to the ADF X demonstrates the 
growing importance of RCI in ADB’s development strategy. Meanwhile, the evolution of 
ADB’s RCI portfolio over the last 8 years reveals a diversification in both its sectoral and 
geographic composition. The emerging distribution of resources is underpinned by a number 
of recent developments, including the need to (i) give greater emphasis to new priorities 
such as RPGs, energy security, and the environment; (ii) adopt a more balanced and 
integrated approach to RCI activities in response to growing inter-sectoral 
complementarities; and (iii) achieve a more balanced distribution of resources across the 
different subregions.  
 
49. Despite the general increase in financing and recent developments in terms of 
resource distribution, the key issue remains how to meet the growing demand for RCI 
financing in the region. Demand for financing under the ADF set-aside, for instance, has 
always exceeded supply. In ADF the IX and ADF X, demand for funding was roughly double 
the available resources. Yet ADB DMCs seem to have willingly made up for this gap by 
allocating more of their national allocations to RCI, above what is required under the policy 
for the use of the set-aside. This suggests that ADB DMCs see clear benefits from RCI 
projects; this finding is supported by empirical evidence. Thus, the increase in RCI set-aside 
under the ADF X seems to have been justified.  
 
50. This demand is expected to increase because of geographic and sectoral factors, i.e., 
with new regions and new issues emerging. Demand is also likely to grow as more countries 
realize that regional projects can be both efficient and effective, as revealed by micro and 
macro studies. Micro-level studies, employing primary data collected from different types of 
surveys to supplement secondary data, have measured increases in employment, significant 
improvements in per capita income, and discernable reductions in income poverty 
associated with cross-border infrastructure projects. The macro studies, employing 
econometric and computable general equilibrium modeling approaches, identify a strong, 
positive association between cross-border infrastructure and measures of trade, foreign 
direct investment, and growth. The latter approach is able to quantify the impact and point to 
a significant increase in GDP growth and reduction in poverty, especially in the long run.
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SECTORAL AND GEOGRAPHIC DISTRIBUTION OF FINANCING FOR REGIONAL COOPERATION AND INTEGRATION 

Table A.1: Sectoral Distribution of Total Ordinary Capital Resources and Asian Development Fund Financing for 
Regional Cooperation and Integration, 2005–2008 and 2009–2012 

Pillar/Sector 
Total OCR and ADF Financing 

2005–2008 2009–2012
Amount ($ million) Share (%) Amount ($ million) Share (%)

Pillar 1 2,545.3 92.8 6,045.6 70.2
Air Transport 1.5 0.1 80 0.9
Electricity Transmission and Distribution 64.5 2.4 605.43 7.0
Information and Communication Technologies 16.8 0.6 9.7 0.1
Infrastructure and Services 0 0.0 15 0.2
Rail Transport 102 3.7 373 4.3
Road Transport 2,360.5 86.0 4,862.47 56.5
Water Supply and Other Infrastructure and Services 0 0.0 100 1.2
Pillar 2 25 0.9 975 11.3
Small and Medium Enterprise Finance 0 0.0 100 1.2
Trade and Services 25 0.9 25 0.3
Trade Finance 0 0.0 850 9.9
Pillar 3 5 0.2 300 3.5
Investment Funds 5 0.2 0 0.0
Money and Capital Markets  0 0.0 300 3.5
Pillar 4 168.78 6.2 828.44 9.6
Education 0 0.0 39 0.5
Energy Efficiency and Conservation 0 0.0 497.1 5.8
Health Programs 63.5 2.3 68.67 0.8
Irrigation, Drainage, and Flood Protection 0 0.0 79.67 0.9
Land-Based Natural Resources Management 0 0.0 65 0.8
Renewable Energy 105.28 3.8 79 0.9
Multisector (Pillars 1–4) 0 0.0 457.92 5.3
Economic and Public Affairs Management 0 0.0 49 0.6
Multisector - Industry and Trade Development 0 0.0 44 0.5
Multisector - Trade and Services 0 0.0 150.25 1.7
Multisector - Urban Development  0 0.0 214.67 2.5
             Total  2,744.08 100 8,606.96 100

Sources: Office of Regional Economic Integration and Strategy and Policy Department.  
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Table A.2: Geographical Distribution of Total Ordinary Capital Resources and 
Asian Development Fund Financing for Regional Cooperation and Integration,  

2005–2008 and 2009–2012 

CAREC = Central Asia Regional Economic Cooperation, GMS = Greater Mekong Subregion, SASEC = South 
Asia Subregional Economic Cooperation, SEA = Southeast Asia.  
Source: Office of Regional Economic Integration and Strategy and Policy Department.  

 
 
 

Country/Subregion 

Total OCR and ADF Financing  

2005–2008 2009–2012 
Amount 
($ million)  

Share
(%)  

Amount  
($ million)  

Share
(%)  

CAREC 535.5 19.5 3,006.8 34.9

Afghanistan 35 1.3 638.332 7.4

Azerbaijan 307.4 11.2 155 1.8

Kazakhstan 0 0.0 650 7.6

Kyrgyz Republic  45.6 1.7 264.132 3.1

Mongolia 42.6 1.6 169.002 2.0

Tajikistan 104.9 3.8 369.002 4.3

Uzbekistan 0 0.0 761.332 8.8

Other Central Asia  0 0.0 1,048.8 12.2

Armenia 0 0.0 270 3.1

Georgia 0 0.0 528.8 6.1

Turkmenistan 0 0.0 250 2.9

GMS 1,397 50.9 877.27 10.2

Cambodia 66 2.4 155.43 1.8

Lao PDR 43 1.6 170.51 2.0

Viet Nam 1,288 46.9 551.33 6.4

Other SEA and PRC 650 24 988.2 11

Indonesia 0 0.0 180 2.1

Philippines 0 0.0 31.1 0.4

Thailand 0 0.0 377.1 4.4

PRC 650 23.7 400 4.6

SASEC 122.08 4.4 936.19 10.9

Bangladesh 3.1 0.1 437.63 5.1

Bhutan 109.98 4.0 58.31 0.7

India 0 0.0 120 1.4

Nepal 9 0.3 320.25 3.7

Other South Asia 0 0.0 750 8.7

Pakistan 0 0.0 750 8.7

Pacific 9.5 0.3 99.7 1.2

Pacific (multi-country) 9.5 0.3 19 0.2

Papua New Guinea 0 0.0 25 0.3

Timor 0 0.0 46 0.5

Tonga 0 0.0 9.7 0.1

Asia and the Pacific (Multi-country) 30 1.1 900 10.5

           Total  2,744.08 100 8,606.96 100
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Table A.3: Sectoral Distribution of Asian Development Fund (ADF) Set-Aside for Regional Cooperation and Integration (RCI),  
2005–2008 and 2009–2012 

Pillar/Sector 
Total ADF Set-Aside for RCI 

2005–2008 2009–2012 
Amount ($ million) Share (%) Amount  ($ Million) Share (%) 

Pillar 1 296.2 82.3 670.43 62.5
Air Transport 1.5 0.4 0 0.0
Electricity Transmission and Distribution 13.5 3.8 214.33 20.0
Information and Communication Technologies 8.2 2.3 7.77 0.7
Infrastructure and Services 0 0.0 10 0.9
Rail Transport 80 22.2 27.16 2.5
Road Transport 193 53.7 411.17 38.4
Water Supply and Other Infrastructure and Services 0 0.0 0 0.0
Pillar 2 0 0.0 10 0.9
Small and Medium Enterprise Finance  0 0.0 0 0.0
Trade and Services 0 0.0 10 0.9
Trade Finance 0 0.0 0 0.0
Pillar 3 0 0.0 0 0.0
Investment Funds 0 0.0 0 0.0
Money and Capital Markets  0 0.0 0 0.0
Pillar 4 63.5 17.7 239.33 22.3
Education 0 0.0 19 1.8
Energy Efficiency and Conservation 0 0.0 76 7.1
Health Programs 63.5 17.7 45.67 4.3
Irrigation, Drainage, and Flood Protection 0 0.0 53 4.9
Land-Based Natural Resources Management 0 0.0 45.66 4.3
Renewable Energy 0 0.0 0 0.0
Multisector (Pillars 1-4) 0 0.0 152.33 14.2
Economic and Public Affairs Management  0 0.0 0 0.0
Multisector - Industry and Trade Development  0 0.0 24 2.2
Multisector - Trade and Services 0 0.0 98.33 9.2
Multisector - Urban Development  0 0.0 30 2.8
             Total  359.7 100.0                1,072.09 100.0
Source: Office of Regional Economic Integration and Strategy and Policy Department. 
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Table A.4: Geographical Distribution of Total Ordinary Capital Resources (OCR) 
and Asian Development Fund (ADF) Financing for Regional Cooperation and 

Integration,  
2005–2008 and 2009–2012 

 

Country/Subregion 

ADF Set Aside for RCI  

2005–2008 2009–2012 
Amount 
($ million)  

Share 
(%) 

Amount  
($ million)  

Share
(%)

CAREC 88.5 24.6 362.33 33.8

Afghanistan 0 0.0 13.332 1.2

Azerbaijan 0 0.0 0 0.0

Kazakhstan 0 0.0 0 0.0

Kyrgyz Republic  25 7.0 70.332 6.6

Mongolia 20 5.6 99.332 9.3

Tajikistan 43.5 12.1 166.002 15.5

Uzbekistan 0 0.0 13.332 1.2

Other Central Asia  0 0.0 150 14.0

Armenia 0 0.0 40 3.7

Georgia 0 0.0 110 10.3

Turkmenistan 0 0.0 0 0.0

GMS 228.5 63.5 314.99 29.4

Cambodia 29 8.1 72.17 6.7

Lao PDR 6 1.7 97.82 9.1

Viet Nam 193.5 53.8 145 13.5

Other SEA and PRC 0 0 0 0

Indonesia 0 0.0 0 0.0

Philippines 0 0.0 0 0.0

Thailand 0 0.0 0 0.0

PRC 0 0.0 0 0.0

SASEC 8.2 2.3 203 18.9

Bangladesh 3.1 0.9 126 11.8

Bhutan 1.75 0.5 10 0.9

India 0 0.0 0 0.0

Nepal 3.35 0.9 67 6.2

Other South Asia 0 0.0 0 0.0

Pakistan 0 0.0 0 0.0

Pacific 9.5 2.6 41.77 3.9

Pacific (multi-country) 9.5 2.6 19 1.8

Papua New Guinea 0 0.0 10 0.9

Timor 0 0.0 5 0.5

Tonga 0 0.0 7.77 0.7

Asia and the Pacific (Multi-country) 25 7.0 0 0.0

         Total  359.7 100 1,072.09 100.0
CAREC = Central Asia Regional Economic Cooperation, GMS = Greater Mekong Subregion, SASEC = South 
Asia Subregional Economic Cooperation, SEA = Southeast Asia. 
Sources: Office of Regional Economic Integration and Strategy and Policy Department.  


