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Executive Summary

ignificantprogresshasbeenmade

in pursuing the strategic thrusts

and priority initiatives of the 10-

year (2002-2012) GMS Strategic

Framework (GMS-SF) during
the first half of its implementation period
(2002-2007). The GMS Program (the
Program) has indeed accelerated, deliver-
ing concrete results and contributing to the
shared vision of a prosperous, integrated,
and harmonious Mekong subregion. The
pragmatic, action-oriented, and results-
focused approach of the Program enabled
GMS countries to expedite the implemen-
tation of high-priority subregional projects
and initiatives. It also mobilized an increas-
ing amount of financial assistance from
development partners and other important
stakeholders.

Since 1992, when the GMS Program
started, poverty incidence in the GMS
countries has declined significantly.
Between 1990 and 2003, the proportion
of people living on less than $1 a day
fell from 46% to 33.8% in Cambodia,
33% to 13.4% in the People’s Republic of
China, 52.7% to 28.8% in the Lao People’s
Democratic Republic, 10.1% to less than
1% in Thailand, and 50.7% to 9.7% in Viet
Nam.! This declining trend is expected
to continue after 2003, considering the
robust economic growth of the GMS
countries and other developments in the
subregion since then. The GMS Program
has contributed to this significant achieve-
ment, although it has not been possible to
quantify the precise impact of the Program
due to methodological difficulties and
insufficient data.

GMS-SF remains very much valid and
serves as a good basis for moving forward

1

in the next 5 years. It is comprehensive
and very relevant with respect to recent
subregional, regional, and international
developments as well as the formal
expansion of the GMS geography. The
vision and goals of subregional economic
cooperation articulated in the GMS-SF
continue to reflect the expectations of GMS
countries on the role of the GMS Program
in developing the subregion. GMS-SF
complements national development efforts
of the GMS countries.

Although the extent of implementation
of the strategic thrusts of the GMS-SF
varies, they remain appropriate for
pursuing the vision and goals of the GMS
Program. Accordingly, it is not necessary
to make changes in the GMS-SF itself.
There are, nevertheless, opportunities
for fine-tuning the strategic thrusts of the
GMS-SF to maximize their development
impact and ensure sustainability. This will
require some shifts in focus and areas of
emphasis.

The GMS Program has made very
good progress in the “hardware” aspects
of cooperation involving the first strate-
gic thrust of the GMS-SE but less so in
the “software” components of coopera-
tion involving the four other thrusts of
the GMS-SE especially in the measures
necessary to enhance competitiveness and
in activities addressing social and environ-
mental issues in the GMS. This is not
surprising, as the initial phases of the GMS
Program had placed substantial emphasis
on the need to remove the physical barriers
to subregional economic cooperation.

Placing more emphasis on the “soft-
ware” aspects of subregional cooperation
will be essential to achieving the goals and

Comparable data for Myanmar are not available at this time.
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objectives of the GMS Program. First, GMS
countries need to improve their competi-
tiveness individually and collectively, if
they wish to get the most out of increasing
globalization and regional economic inte-
gration. Second, complementary measures
are required to transform improved con-
nectivity into accelerated improvements
in livelihoods and poverty reduction.
Finally, improved connectivity and mobil-
ity of people and goods can have unde-
sirable consequences, such as the trans-
mission of communicable diseases and
environmental degradation, which need
to be contained and mitigated. This pro-
posed shift in emphasis does not mean less
concern about the development of subre-
gional infrastructure. What it calls for is
a more balanced approach that maximizes
the benefits and minimizes the costs of
subregional cooperation and integration.
The adoption of the Core Environment
Program in 2005 was a major response to
deal with environmental issues in the GMS.
Placing more emphasis on the other “soft”
aspects of cooperation requires similar
efforts in the following areas: (i) investment
promotion and trade facilitation, (ii) skills
development, (iii) labor migration and
prevention of the trafficking of women and
children, and (iv) surveillance and control
of communicable diseases. At the same
time, strengthening the linkages among
the sectors and areas of cooperation in
the GMS Program to realize synergies and
maximize impact will be important.

The progress achieved in
implementing the GMS-SF indicates that
subregional cooperation has been an
effective mechanism for developing the
subregion. Consideration, however, needs
to be given to the following issues and
challenges to help ensure the effectiveness
of the GMS-SF in the coming years:

* Recognizing the different levels of
development among GMS countries,

requiring special attention to the less
advanced member countries;

* Promoting greater ownership and
broad-based participation in the GMS
Program, requiring closer involve-
ment of local communities and civil
society;

* Enhancing efforts to promote private
sector participation, requiring more
substantial progress in improving the
enabling environment for trade and
investment;

* Enhancing resource mobilization for
GMS development, requiring consid-
eration of alternative means to expand
resources for priority subregional
programs and projects;

* Linking up more closely with other
subregional and regional initiatives,
requiring efforts to promote synergy
and maximize complementarities;

* Strengthening organizational effec-
tiveness, requiring fine-tuning in
the institutional arrangements and
mechanisms for managing the GMS
Program.

The Review puts forward recommen-
dations that could help address these con-
cerns and improve the overall impact of
the GMS-SE They include recommenda-
tions involving the GMS-SF as a whole,
as well as those relevant to specific sectors
and areas of cooperation.

While there are continuing challenges
to GMS development, there are also
unprecedented opportunities being opened
up by both the progress achieved in the GMS
Program and increasing globalization and
regional integration. It is, therefore, very
timely for GMS countries to consolidate
past efforts and seize these opportunities.
Continuing strong political commitment
by the GMS countries to pursue economic
cooperation and integration will be
important to enable them to take full
advantage of these opportunities.

viii
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A. Background

he Greater Mekong Subregion

(GMS) consists of Cambodia,

the People’s Republic of China

(PRC)2, Lao People’s Democratic

Republic (Lao PDR), Myanmar,
Thailand, and Viet Nam. It has a combined
population of nearly 320 million—more
than that of the United States of America—
and a contiguous land area of about 2.5
million square kilometers—roughly the
size of Western Europe. The GMS is rich
in human and natural resources, and its
people are bound by a shared culture and
history. In 1992, with the assistance of the
Asian Development Bank (ADB), the GMS
countries met together for the first time and
agreed to launch a program of subregional
economic cooperation designed to enhance
economic linkages across their borders.
The GMS Program has no formal organi-
zation like the Association of Southeast
Asian Nations (ASEAN), and it follows
a flexible, results-oriented, and activity-
based approach. It covers nine sectors and
areas of cooperation, namely: agriculture,
energy, environment, human resource
development (HRD), telecommunications,
transport, tourism, trade, and investment.

B. Rationale and Objectives
of the Midterm Review

Heads of GMS governments endorsed the
10-year GMS Strategic Framework (GMS—
SF) Economic Cooperation Program
(GMS Program) during their first summit
meeting held in Phnom Penh, Cambodia in
November 2002. Since then, GMS-SF has
guided the implementation of the various
components of the GMS Program. GMS-
SF is now halfway through its implemen-
tation period. Significant changes with
important implications on the GMS are
simultaneously taking place in the regional
and global environment. Accordingly,
there is a need to review the progress of

2

implementing GMS-SF to ensure that it
remains relevant and effective in meeting
the challenges and issues facing the GMS
in the next 5 years.

The objectives of the Midterm Review
of GMS-SF (the Review) are as follows:

* To conduct a comprehensive stock
taking of the progress achieved,
results realized, and issues and
challenges faced during the first half
of GMS-SF’s implementation period;

* To analyze emerging social and
economic developments at the global,
regional, and subregional levels,
which may have important implica-
tions on the GMS Program,;

* To assess whether the GMS-SF contin-
ues to be relevant and appropriate,
considering the progress made and
the changing regional and global
environments; and

* To recommend adjustments in the
GMS-SE if deemed necessary, as well
as measures necessary to enhance its
effectiveness.

C. Scope and Approach

The Review assesses the progress of the
GMS-SF in terms of its contribution to
the achievement of the vision and goals of
GMS countries. It examines the extent to
which the strategic thrusts of the GMS-SF
are being implemented through various
subregional measures under the GMS Pro-
gram. Along this line, it ascertains the key
achievements, problems, and constraints
under each strategic thrust of the GMS-SE
identifies major issues and challenges, and
recommends actions needed to ensure its
effective implementation.

The Review is based on (i) consulta-
tion meetings and interviews with repre-
sentatives of GMS countries; (ii) published
and unpublished GMS materials, includ-
ing proceedings of GMS meetings, work-
shops, and conferences, monitoring and
evaluation reports, sector and subsector

The People’s Republic of China (PRC) has been represented geographically in the Greater Mekong Subre-

gion (GMS) by Yunnan Province since 1992. In December 2004, Guangxi Zhuang Autonomous Region

was formally added as part of the GMS.
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studies; and (iii) published and unpub-
lished research papers covering regional
and subregional cooperation and integra-
tion. Quantitative indicators of progress
and achievements are used to the extent
possible. However, because the contribu-
tion of the GMS Program to overall socio-
economic outcomes is difficult to separate
from those of other factors, the assess-
ment of such contribution is done only on
a qualitative basis. The findings of case
studies on the socioeconomic impact of

GMS projects are cited whenever these are
available.

Part II of the Review discusses the key
elements of GMS-SE Part III provides the
socioeconomic and the global, regional,
and subregional contexts of the strategic
framework. Part IV assesses the progress
of the GMS-SF in achieving its vision and
goals, and in implementing its strategic
thrusts. Part V concludes the Review and
presents its recommendations.

Introduction
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A. A Subregion-Wide
Development Strategy

he underlying strategy of the GMS

Program was to link the GMS

countries through improvements

in infrastructure, thus overcom-

ing domestic constraints and
promoting trade and investment to boost
economic growth further. It was agreed
upon early on in the Program that barriers
to economic cooperation, of which the
lack of physical connectivity was a major
one, were to be progressively reduced and
eliminated. There was also agreement that
issues in HRD and environmental manage-
ment needed to be addressed jointly at the
subregional level to complement national
efforts.

Although these approaches were
articulated by GMS officials in various
meetingsand conferences, strictly speaking,
the GMS Program did not have an explicit
and integrated development strategy
during the first 10 years of its operation.
The initial years of cooperation focused
on building trust and confidence through
specific program and project activities that
the countries agreed and worked on (i.e.,
following the building-block approach).
Accordingly, what the GMS had were
agreements on sector approaches and
priority programs and projects, rather than
a comprehensive strategic framework for
subregional development.

The GMS Strategic Framework (GMS—
SF) covering 2002-2012 was the first at-
tempt by the GMS countries to formulate
and adopt in broad terms a subregional
development-planning framework. Since
many GMS programs and projects were
already under way or about to be started
at the time of its formulation, the GMS-SF
can be seen as an effort to pull together
many ongoing and planned initiatives
under an integrated and coherent frame-
work. The endorsement by the GMS lead-
ers of the GMS-SF in 2002, therefore, was
an important turning point in the GMS
program as GMS countries, at that stage,
were prepared not only to agree on spe-
cific program and project activities, but
also to chart together the future shape of

GMS through a subregion-wide develop-
ment strategy.

B. Vision, Goals, and
Strategic Thrusts

The primary goals of GMS coopera-
tion were articulated by the heads of the
governments of the GMS countries in the
1st GMS Summit Meeting held in Phnom
Penh, Cambodia in 2002 as follows “... to
fulfill its vast potential, lift people from
poverty and promote sustainable develop-
ment for all.” They endorsed the GMS-SF
as the “key means through which closer
economic cooperation and prosperity will
be achieved.” The GMS heads of govern-
ments reaffirmed these goals and objectives
during the 2nd GMS Summit Meeting held
in Kunming, Yunnan Province, the PRC
in 2005, with “connectivity, competitive-
ness, and community” being laid down
as the building blocks for achieving the
GMS vision. The Joint Summit Declara-
tions during the 1st and 2nd GMS summit
meetings are shown in Appendixes 1 and
2, respectively.

The GMS-SF defined the vision, goals,
and strategic thrusts of GMS cooperation
for 2002-2012. It envisioned “a GMS
that is more integrated, prosperous, and
equitable,” and provided that the “GMS
program will contribute to realizing the
potential of the subregion through (i) an
enabling policy environment and effective
infrastructure linkages that will facilitate
cross-border trade, investment, tourism,
and other forms of economic cooperation;
and (ii) the development of human
resources and skills competencies.” The
GMS-SF further aims “to ensure that
this development process is equitable
and sustainable...environment and social
interests will be fully respected in the
formulation and implementation of the
GMS Program.”

The GMS-SF identified five strategic
thrusts to be pursued to realize the vision
and goals of subregional cooperation. These
are to: (i) strengthen infrastructure linkages
through a multisectoral approach, (ii)
facilitate cross-border trade and investment,
(iii) enhance private sector participation and

The Greater Mekong Subregion Strategic Framework, 2002-2012
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improve its competitiveness, (iv) develop
human resources and skills competencies,
and (v) protect the environment and
promote sustainable use of shared
natural resources. To achieve focus in its
implementation, the GMS-SF specified 11
flagship programs in the following sectors
and areas of cooperation: transport, energy,
telecommunications, trade, investment,
tourism, environment, and HRD.® Figure 1
summarizes the key elements of the GMS-
SE

In 2004, GMS countries took another
step toward subregion-wide planning. They
adopted a plan of action (POA) covering
2004-2008 to ensure effective implemen-
tation of priority programs under GMS-SE
For each sector and area of cooperation,
POA indicates the measures required, the
corresponding output expected, and time
frame of implementation. POA serves as a
very useful management tool for monitor-
ing and evaluating the progress of GMS-SF
implementation.

Figure 1: Strategic Framework 2002-2012

GREATER MEKONG SUBREGION
ENHANCING CONNECTIVITY, COMPETITIVENESS, AND COMMUNITY

Strategic Thrusts Action Plan

Strengthen
infrastructure linkages

Vision

Goals

Facilitate cross-border Plan of Action

* Accelerated and
sustained economic

and competitiveness

Develop human
resources and skills
competencies

trade, investment, and * Transport
tourism * Telecommunications
* Energy
Enhance private ¢ Environment
sector participation o .
Tourism

* Trade Facilitation
* Investment

* Human Resource
Development

growth More
* Reduced poverty .
and income integrated,
> disparities prosperous,
* Improved quality harmor_uous
of life subregion

* Sustainable
management of
environment and

* Agriculture

natural resources

Protect the
environment and
promote sustainable
use of shared natural
resources
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The so-called “flagship” programs were very broadly defined, ranging from specific sub-sector programs

(e.g., development of economic corridors) to sector-wide programs of cooperation in such areas as
environment, human resource development, and trade and investment. Over time, the focus of Greater
Mekong Subregion-Strategic Framework (GMS-SF) implementation and monitoring shifted from the
“flagship programs” to the sectors and areas of subregional cooperation.
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A. Socioeconomic Context

1. Economic Performance and Prospects

MS economies have grown at

one of the fastest rates in the

world since the early 1990s,

as many of them started

the transition from central
planning to market-based systems, and
began opening up and integrating their
economies with the other countries in the
subregion, the rest of Asia, and the world.
In the 10 years to 2004, gross domestic
product (GDP) in the subregion grew
at an average annual rate of over 6%,
despite the 1997 Asian financial crisis,
slowdown in the global and regional
economies in 2001, outbreak of the severe
acute respiratory syndrome (SARS) in
2003, and thereafter, the threat of avian
flu epidemic.* Economic growth in the
GMS remained strong in 2005 and 2006
at over 8% annually, with Cambodia, Lao
PDR, and Viet Nam achieving the highest
recorded growth rates since 2001 due to
a combination of good agricultural perfor-
mance, robust export growth, and increas-
ing investments. Thailand experienced a
slowdown in 2005 due to a severe drought
and rapidly rising oil prices. Appendix 3
shows selected macroeconomic indicators
of GMS countries.

A key feature of developments in the
GMS is that GMS economies have become
more open economically. The openness
ratio—defined as the ratio of total trade
to GDP at current market prices—more
than doubled between 1992 and 2006
in most GMS countries. The increase in
the openness ratio has been especially
remarkable in the case of Cambodia (3.3
times), the PRC (2.4 times), Thailand (2
times), and Viet Nam (2.7 times). The
ratio of total trade to GDP is already
more than 100% in Cambodia, Thailand,
and Viet Nam. The tripling of total GMS
merchandise exports between 1992 and
2006 clearly manifests this increase in
openness. Intra-regional trade increased

4

more dramatically. In 2005, it was 15
times more than the 1992 level, with the
share of trade in the subregion increasing
compared to the share of trade with the
rest of the world. Relatedly, annual tourist
arrivals to the GMS more than doubled from
10 million in 1995 to nearly 24 million in
2006. The largest absolute increase in the
number of tourist arrivals was in Thailand,
but the biggest percentage increases were
registered in Cambodia (7.7 times), PRC
(3.3 times), Lao PDR (3.6 times), and Viet
Nam (2.6 times).

A major factor in the sustained and
buoyant economic growth in the GMS is
the continuing improvement in the rate
of investment in GMS countries. The
investmentrate, defined as the ratio of gross
domestic investment to GDE increased
significantly for most GMS countries in the
last 5 years, with the highest investment
rate in 2005 being in the PRC (43.3%),
followed by Viet Nam (35.4%), and
Thailand (31.6%). The investment rate in
Cambodia nearly doubled between 1992
and 2005, reaching around 20% of GDB
although this was still significantly lower
than that in the PRC, Thailand, and Viet
Nam. Available data for Myanmar show
an increase of the investment rate from
only 1.3% of GDP in 1992 to 11% of GDP
in 2003. Foreign direct investment (FDI)
flows into the subregion have also risen,
with substantial increases in 2005 and
2006 in most GMS countries, particularly
in Cambodia, Lao PDR, and Viet Nam.
The PRC continued to be a magnet for
FDI, roughly maintaining its 2004 share of
global FDI flows in 2005.

Overall, strong growth of investments
in and exports from GMS countries is
expected to continue, due to the improving
investment and trade environment in
GMS countries, as well as the projected
expansion in major industrial economies
and growth in global trade. Projections of
economic growth in GMS countries indicate
an annual average GDP growth rate of 7—
7.5% in 2007 and 2008. Factors that could
adversely affect the economic performance
of GMS countries include the threat of

Figures for average gross domestic product (GDP) growth are based on those for Yunnan Province and

Guangxi Zhuang Autonomous Region only instead of for the whole of the PRC.
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persistent global payment imbalances,
high oil prices, and possible spread of an
avian flu epidemic. Unsettling geopolitical
developments could also have unfavorable
repercussions on GMS economies.

2. Poverty Reduction and Social
Development

GMS countries are pursuing subregional
cooperation to complement national efforts
to reduce poverty and improve the lives of
their people. GMS countries see regional
cooperation not as an end in itself, but as
one of the means to realize national goals
and objectives. Along this line, the leaders
of GMS countries reaffirmed their commit-
ment to work toward the achievement
of the Millennium Development Goals
(MDGs) during their first and second
summit meetings.

MDG indicators (Appendix 4) show
that GMS countries are progressing
toward these goals, although individual
country experience varies. Table 1 shows
that poverty incidence in GMS coun-
tries based on national poverty lines has
declined substantially since 1992/1993,
with the largest reductions having been
experienced in the PRC, Thailand, and
Viet Nam. The reduction in poverty inci-
dence has been more pronounced in terms
of the proportion of people in GMS coun-
tries living on less than $1 dollar a day,
with such proportion falling from 33% to
13.4% in the PRC, 10.1% to less than 1%
in Thailand, and 50.7% to 9.7% in Viet
Nam between 1990 and 2003. These are
indeed impressive achievements. In these
countries, the proportion of people living
on less than $1 dollar a day has been more
than halved much ahead of the target year
of 2015. Cambodia and the Lao PDR have
also substantially reduced the proportion
of people living on less than $1 dollar a
day, with such proportion declining from
46% to 33.8% in Cambodia and from
52.7% to 28.8% in the Lao PDR over the
same period.

Nevertheless, GMS countries recog-
nize that there are still a large number of
poor and near-poor people, especially in
rural and remote communities. They con-
tinue to have limited access to social ser-

vices and economic opportunities. Accord-
ingly, GMS governments give the highest
priority to poverty reduction and social
development in their national develop-
ment efforts. Among other strategies, the
improvement of regional linkages is envi-
sioned to play a key role in these efforts
in terms of increased employment and
income-generating opportunities arising
from expanded intra- and extra-regional
trade and investment, tourism, sustain-
able natural resource management, and
improved access to basic social and eco-
nomic services.

Regarding other MDG goals, available
statistics show that GMS countries have
made significant progress. In education,
net enrollment ratio in primary education
substantially improved in Cambodia, Lao
PDR, Thailand, and Viet Nam. Cambodia
posted the highest increase (from 76% in
1997 to 91.9% in 2005), followed by the
Lao PDR (from 63%in 1990-1991 to 81.7%
in 2004), although they have not made as
much improvement in youth literacy rates.
The net enrollment ratio and youth literacy
rates in the PRC were already relatively
high in 1990, but further improvements
were made, with the proportion of pupils
reaching grade 5 increasing from 86% in
1990 to 98% in 2000.

In health, Cambodia, Lao PDR, and
Viet Nam have made good progress.
These countries have been successful
in reducing under-five mortality rate
and infant mortality rate, as well as in
increasing the proportion of 1-year old
children immunized against measles. The
reduction in under-five mortality and
infant mortality rates has been impressive
in the case of Cambodia and the Lao PDR,
although the 2005 levels are still much
higher than in the PRC, Thailand, and
Viet Nam. Similarly, Cambodia and the
Lao PDR have made substantial inroads in
reducing maternal mortality rate, but the
levels in these countries are still quite high
(400-450 per 1,000 live births) compared
to those in the PRC (51 per 1,000 live
births), Thailand (24 per 1,000 live births),
and Viet Nam (85 per 1,000 live births).
Comparable statistics on the prevalence
rate of tuberculosis is not available for all
GMS countries for various periods, but

Subregional, Regional, and Global Context

9



Country

Cambodia
PRC

Lao PDR
Myanmar
Thailand
Viet Nam

Table 1: Income Poverty and Distribution Indicators for GMS Countries

Per Capita GDP

Poverty Incidence

Based on National

$1-a-day

Gini Coefficient?

(current, $) Rovermlinalints) Head Count Ratio Magnitude
(in %) (in millions)

1992 2005 1992/1993 Latest® 1990 2003 1990 2003 Earlieste Latest?
220 393 39.0e 34.7f 46.0 33.8 4.0 45 0.37 0.45
293¢ 8429h 7.8/23.8' 3.4/7.9 33.0 13.4 377.0 173.1 0.31 0.35
271 491 46.0 32.7 52.7 28.8 2.2 1.6 0.29 0.37

- 176 - 26.6% - - - - - -

1,945 2,727 23.2 9.8 10.1 0.7 5.7 0.4 0.54 0.50

144 622 58.1 19.5 50.7 9.7 33.4 7.9 0.18l 0.221

— = not available, % = percent, GDP = gross domestic product, GMS = Greater Mekong Subregion, Lao PDR = Lao People’s Democratic Republic, PRC = People’s

Republic of China.
a

equal to one.

Data for 1993/94.

-~ 0o o o o

households. 2004 poverty rate comparable with 1993/94 (39%) is 28%.

Data for 2004.

— - 5 @

Covering Guangxi Zhuang Autonomous Region and Yunnan Province, PRC.

Gini coefficient is a measure of income inequality. If income distribution were exactly equal, this value would be zero. If one person had all the income, it would be

Cambodia and Viet Nam, 2004; Guangxi Zhuang Autonomous Region, Yunnan Province and Myanmar, 2001; Lao PDR, 2002-2003; Thailand, 2002.
Cambodia, 1994; PRC and Thailand, 1992; and Lao PDR and Viet Nam, 1993.
Cambodia and Viet Nam, 1999; PRC, 2000; Lao PDR, 1997-1998; Thailand, 2001.

Based on 2004 Cambodia Socioeconomic Survey. 1993/94 and 2004 data are not comparable since the 1993/94 Socioeconomic Survey covered only 65% of

7.8% and 3.4% refer to Guangxi Zhuang Autonomous Region while 23.8% and 7.9% refer to Yunnan Province.
Data for fiscal year 2002 (April 2002—-March 2003).
Based on the results of the Household Income and Expenditure Survey in 2001 with a sample size of 30,000 households from 75 sample townships.
Based on Theil L Index, a measure of inequality based on information/probability theory.

Source: Asian Development Bank. 2006. The Greater Mekong Subregion Beyond Borders: Regional Cooperation Strategy and Program Update, 2007-2009.

available information shows substantial
progress by Myanmar (from 513 to 155 per
100,000 persons) and Viet Nam (from 563
to 238 per 100,000 persons) in reducing
the prevalence of tuberculosis.

The challenge to GMS countries is
to sustain and make further advances in
achieving the MDGs on a broad front.
More particularly, they must make their
efforts more inclusive, so that those
living in less developed regions and
areas of their respective territories can
benefit meaningfully from the fruits of
development.

B. Global and Regional
Contexts of the GMS-SF

The formulation of the GMS-SF in 2002
took into account the following global
and regional trends relevant to economic
cooperation at that time:

* Increasing globalization, interdepen-
dence, and trade liberalization;

e Expanding global supply, production,
and distribution chains;

* Shortening life cycles of new products
and rapid advances in information and
communications technology (ICT);

* Expansion of the Association of
Southeast Asian Nations (ASEAN) to
include Cambodia, Lao PDR, Myan-
mar, and Viet Nam; the possibility of
ASEAN+3 (Republic of Korea, Japan,
and the PRC), and the move toward
an ASEAN-PRC free trade zone;

* PRC’s membership in the World Trade
Organization (WTO) and growing
regional role; and

* Newly emerging markets in South
Asia, particularly India.

These trends have continued and
accelerated, bringing globalization and
regional integration to a higher level.
Cambodia became a member of the WTO
in 2004, followed by Viet Nam in 2006.
ASEAN+3 have progressed further, with
many economic cooperation projects being
approved and implemented. The Frame-
work Agreement on Comprehensive Eco-
nomic Cooperation between ASEAN and
the PRC was signed in November 2002,
shortly after the 1st GMS summit. Among

10 Midterm Review of the Greater Mekong Subregion Strategic Framework 2002-2012



other measures to enhance economic
cooperation, it provides for the establish-
ment of an ASEAN-China Free Trade Area
within 10 years of the agreement. A year
later, similar framework agreements were
signed between ASEAN and the Repub-
lic of Korea (ROK), and between ASEAN
and Japan, under which the establishment
of a free trade agreement (FTA) with the
ROK by 2011 and with Japan by 2012 was
envisaged.

Recognizing the emerging role of
India as another economic powerhouse in
Asia, ASEAN further signed a framework
agreement with India to establish the
ASEAN-India Regional Trade and Invest-
ment Area which includes an FTA in
goods, services, and investments. The
ASEAN-India FTA is envisioned to become
operational by 2011 for a subset of ASEAN
countries and, by 2016, for all ASEAN
countries. Besides these FTAs between
ASEAN and India, Japan, PRC, and ROK,
countries in East Asia, Southeast Asia, and
South Asia had also entered or are negoti-
ating FTAs among themselves.®

These developments show that
the environment and context for GMS
development have changed dramatically
over the last several years because of
accelerating globalization and regional
economic integration (REI). Trade,
investment, production, marketing, and
communication activities across the world
are becoming borderless and are being
subjected to a new set of rules. Production
and marketing networks across countries
and regions have created new comple-
mentarities and opened up new venues
for economic linkages. Significant changes
have also occurred in Asia, the most notable
of which have been the widespread move
toward regionalism and the emergence
of two economic giants—the PRC and
India—which provide opportunities and
pose challenges to GMS countries.

In light of these developments, the
GMS could sharpen and expand its vision
to enable it to take advantage of the
opportunities that are being opened up and
to respond to the challenges they create.

5

The subregion is in a position to adopt a
broader view of subregional cooperation
to include interregional, regional, and
international perspectives. The successful
steps taken toward the transformation of
the GMS into an integrated and robust
economic zone provide a platform to take
a more global stance in its strategy for
subregional cooperation and development.
Accordingly, while continuing to work
together in various sectors and areas of
cooperation, the GMS is uniquely placed to
systematically build and expand economic
relations with ASEAN, North Asia, and
South Asia.

In this regard, the ASEAN-PRC and
ASEAN-India FTAs have important impli-
cations for GMS countries. While provid-
ing greater access to the large markets in
the PRC and India, GMS countries will face
strong competition with these burgeoning
economies. Both these countries have a
large pool of labor and, therefore, have
a distinct cost advantage in labor-inten-
sive activities. Under these circumstances,
GMS countries must further enhance their
competitiveness, diversify their econo-
mies over time, and build alliances among
themselves. They must also form alliances
with Indian and PRC firms through sup-
ply, production, and distribution chains.
Because GMS is centrally located in Asia—
the “crossroads in Asia”—it can serve as
a land bridge linking the PRC, Southeast
Asia, and South Asia. Two provinces of the
PRC directly participate in the GMS pro-
gram, and they serve as a major gateway
from Southeast Asia to PRC and vice versa.
The linkage of the GMS to South Asia—ec-
onomically and physically—is less devel-
oped but offers enormous potential that
could be secured to advance GMS growth
and development.

Simultaneously, the GMS has the
opportunity to maximize its complemen-
tarities and strengthen its alliance with
ASEAN. Considering that all GMS countries,
except the PRC, are members of ASEAN,
the GMS can benefit from and contribute
to ASEAN cooperation. For instance, the
“rule-based” agreements in ASEAN, which

There has been a trend toward a proliferation and substantial overlapping of such free trade agreements

(FTAs) from around 2001-2002, which has been exacerbated by the stalled negotiations in the World
Trade Organization negotiations under the Doha Round.

Subregional, Regional, and Global Context
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are intended to liberalize, streamline, and
harmonize trade and investment regimes
in ASEAN-member countries, could
enhance the competitiveness of ASEAN
as a whole, including the GMS. ASEAN’s
commitment to accelerate the establish-
ment of an ASEAN Community by 2015
indicates the potential benefits that GMS
can derive from ASEAN economic integra-
tion.

Besides opportunities and challenges,
threats also arise from regional and
global developments. As shown by the
1997/1998 Asian financial and economic
crises, growing interdependence among
economies can trigger a contagion effect.
Asian countries have learned from that
experience, and they are now more vigilant
about the risks involved. They are also
better coordinated and prepared to act in
case they are faced with a similar situation.
Rapid advances in technology—especially
in ICT, biotechnology, material technology,
and nanotechnology—can be a boon to
GMS countries, as they can “leapfrog”
the technology ladder. However, such
advances in technology also pose a threat
to GMS countries because many of them
are still behind and will require substantial
investments to catch up with the more
technologically advanced countries in Asia
and the world.

Another threat to GMS development
concerns the increase in oil prices from
just below $40 per barrel at the beginning
of 2005 to a historic high of $79 per barrel
in August 2006. Oil prices have softened
since then, but there are indications that

they could increase again in the near future
or at least not continue their downward
trend. Although predicting the direction
and extent of future oil price movements is
difficult, significant risks could cause prices
to rise again or to spike. These include the
continuing strong global demand for oil,
disruptions due to weather and natural
calamities, and geopolitical uncertain-
ties. GMS countries are vulnerable to oil
price shocks that could adversely affect the
growth and stability of their economies,
as well as impede their efforts at poverty
reduction. The rise in oil prices has
highlighted the need for GMS countries to
develop renewable and alternative sources
of energy, ensure energy security, and
achieve energy efficiency. Global warming
and climate change has further reinforced
the need to address these concerns.

Apart from international and regional
developments, it would be important to
explicitly consider changes within the
GMS in the socioeconomic context (e.g.,
demographic changes, urbanization and
hyper-urbanization, shifts in relative
wages, emerging new diseases, cultural
conflict, and terrorism), as well as changes
in the environmental context (e.g., scarcity
of water and energy resources, greenhouse
effects, and loss of biodiversity) in charting
future directions for the GMS Program.
These changes are “nearer to home”
and pose both challenges and threats to
GMS development. At the same time,
they underscore the importance of joint
actions and provide additional impetus
for subregional and regional cooperation.
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A. Overview

he GMS Program has succeeded
in  sustaining  collaborative
approaches to subregional devel-
opment across a wide range of
sectors and areas in the last 15
years. It has demonstrated the soundness
and viability of a subregional approach to
commonly shared issues, challenges, and
objectives. In the process, it has created its
own niche in the field of economic cooper-
ation and integration, and GMS is increas-
ingly being recognized as a subregional
entity in its own right, having the most
comprehensive cooperation program in
the Mekong. Significant progress has been
made in pursuing the strategic thrusts and
priority initiatives of the 10-year (2002-
2012) GMS-SF during the first half of its
implementation period (2002-2007).

The GMS Program has indeed acceler-
ated, delivering concrete results and
contributing to the shared vision of a
prosperous, integrated, and harmonious
GMS. The pragmatic, action-oriented, and
results-focused approach of the program
has enabled GMS countries to expedite
the implementation of high-priority
subregional projects and initiatives, and
mobilize an increasing amount of financial
assistance from development partners and
other important stakeholders.

B. Vision and Goals of the
GMS-SF

The vision and goals of subregional eco-
nomic cooperation set forth in the GMS-SF
continue to reflect the expectations of GMS
countries regarding the role of the GMS
Program in developing the subregion. This
was affirmed by the leaders of GMS coun-
tries during their Second Summit Meeting
held in Kunming, Yunnan Province, PRC
in 2005. Therefore, the GMS-SF need to
maintain and sustain its focus on these
vision and goals. In the meantime, deter-
mining the progress of the GMS-SF in

6

contributing to the achievement of these
vision and goals, particularly in reducing
poverty in the subregion, is important.

1. Assessing the Impact on Poverty

Since 1992, when the GMS Program
started, poverty incidence in all GMS
countries has declined significantly. A key
question, however, is to what extent the
GMS Program is contributing to reduce
poverty in the subregion. Although
trends in poverty incidence and other
social indicators can be tracked readily,
determining the impact of the GMS
Program on these goals and objectives
is a much more difficult exercise, as
improvements in socioeconomic indicators
in GMS countries cannot be attributed
to the Program alone. To be sure, the
considerable positive changes in these
indicators are the combined result of
many factors, including the policies and
actions at the national level and those
being pursued by other regional initiatives
focused on GMS countries. Accordingly,
given insufficient data and methodological
difficulties, only an indirect and qualitative
assessment of the impact of the GMS
Program on poverty and other social
indicators could be made at this point.

2. Empirical and Case Studies

The mechanisms and channels through
which poverty could be reduced by
investments in subregional infrastruc-
ture could be viewed at the macro and
household levels.® At the macro level,
cross-border infrastructure could reduce
trade costs, thereby leading to increased
trade and investment and, subsequently,
to higher economic growth, more jobs,
and increased family incomes. At the
household level, cross-border infrastruc-
ture could benefit the poor through three
channels, namely: (i) by raising household
incomes through increased productivity of
resources that the household owns (e.g.,
transport infrastructure reduces costs to

The channels and mechanisms referred to in this Review are those associated mainly with subregional

investments in infrastructure, as most of the studies on the subject dealt with the impact of cross-border

infrastructure.
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and from markets, raises the returns that
farm households can get for their goods,
and may also enable family members to
be employed outside the household); (ii)
by improving the access of the poor to
basic social services such as education and
health services; and (iii) by increasing the
access of the poor to final consumer goods,
as these goods become more affordable
because of reduced transport costs.

Fujimura and Edmonds used an
econometric model to determine the impact
of cross-border road infrastructure on
trade and FDI flows in the GMS (Fujimura
and Edmonds 2006). Using data on trade
flows across GMS countries and indicators
of road infrastructure and trade policy
measures, the study concluded, among
others, that: (i) cross-border infrastructure
has a positive effect on trade in major goods
on both exporter and importer sides of the
borders; (ii) this positive effect increases
when a general measure of domestic road
infrastructure is included in the analysis
(cross-border infrastructure and domestic
road infrastructure complement each
other); and (iii) while the results of the
effect of cross-border infrastructure on
FDI are inconclusive, there is evidence that
FDI flows induce further exports from the
FDI-sending country to the FDI-receiving
country.

Examining the mechanisms that
could help in reducing poverty at the
household level, Menon conducted a
study of the socioeconomic impact of road
improvement in rural areas in the Lao PDR,
using household level data from the Lao
Expenditure and Consumption Surveys
(LECS) covering the periods 1997-1998
and 2002-2003 (J. Menon 2005). The
study concluded that “road improvement
in rural areas can contribute to lowering

7

poverty incidence, improving educational
participation of primary school-age
children, and reducing the rate of illness.”
In particular, the study found that about
one fourth of the reduction in poverty
incidence in Lao PDR’s rural population
from 42.5% in 1997-1998 to 37.6% in
2002-2003 “can be directly attributed to
the conversion of roads that are accessible
only in the dry season into roads that are
accessible in all seasons.”

An ADB regional technical assistance
covering border provinces in Cambodia,
Lao PDR, and Viet Nam conducted three
case studies reviewing the poverty impact
of regional economic integration in the
GMS.” Although only preliminary reports
are available at this time, these studies
provide insights into the impact of regional
integration on poverty and other aspects of
development in border areas in the GMS.
The studies® found that poverty incidence
is higher in “less integrated areas”
compared to that in “more connected
areas.” Standard of living and REI are
positively correlated, with people living
nearer formal border-crossing points and
provincial centers being better off than
those who reside in remote nonborder
areas. The key benefits of REI cited by the
studies were as follows:

* Increasing trade volume and activities:
Thishas (i) improved consumerwelfare
through greater access to high quality
products, including agricultural inputs,
at competitive prices; (ii) expanded
access to markets, thus providing an
incentive for increasing production;
and (iii) enhanced the living standard
of the people in general.

* Increasing job opportunities across
borders: Cross-border migration has

RETA 6171, Technical Assistance for Reviewing the Poverty Impact of Regional Economic Integration

in the Greater Mekong Subregion, approved on 6 May 2004. The studies have been coordinated at the
regional and country levels. At the country level, national research institutions (NRIs) conducted the
country level research, analysis, and primary date collection. Participating NRIs are: Cambodia Develop-
ment Resource Institute and National Institute of Statistics in Cambodia; National Economic Research
Institute in the Lao PDR; Thailand Development Research Institute in Thailand; and Central Institute for
Economic Management in Viet Nam. The Viet Nam study covered Quang Tri Province and Tay Ninh Prov-
ince; the Lao PDR study covered Savannakhet Province and Saravan Province; and the Cambodia study
covered Banteay Meanchey Province and Svay Rieng Province.

The research teams used a combination of rapid pilot assessment and observation, key informant inter-

views, focus group discussions, participatory assessment, consultation workshop, and small-scale house-

hold survey in the conduct of the studies.
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“become an important coping strategy
for the poor in border villages,” being
a source of livelihood and a means of
diversifying income for people who
cross the borders to look for work.
Remittances are used to support
family expenditures including those
for education and health, and to
help purchase agricultural inputs and
implements.

* Enabling “common use” of health
facilities: The people in the border
areas are able to avail of higher qual-
ity health services across the borders.
This is exemplified by the large num-
ber of Lao people living in border com-
munities receiving medical care and
treatment in neighboring countries.

* Facilitating the acquisition of better
farming techniques from neighboring
countries: Lao and Cambodian farmers
at the borders are using more techno-
logically advanced farming practices
acquired from traders and farmers
across the borders. This is helping
raise their productivity and income.

Atthesametime, thestudieshighlighted
the negative “side effects” of REI that need
to be addressed, including: (i) spread
of HIV/AIDS and other communicable
diseases, (ii) drug trafficking, (iii) illegal
labor migration and the related issues of
human trafficking and child labor, (iv)
environmental degradation, (v) increase
in land prices that have led some farmers
to sell their land and become landless,
and (vi) increase in traffic accidents, thus
exacerbating the relatively high mortality,
disability, and damage to property due to
such accidents. They also indicated that
additional efforts are necessary to enhance
the efficacy of subregional measures in
reducing poverty. Among others, the
capacity of the poor to benefit from such
measures is constrained by their low levels
of education, training, and skills. The
Lao PDR study emphasized ...poverty
reduction programs are required. The
programs should focus on capacity building

9

and vocational training for local people,
especially for poor local people.” The
studies also expressed concern about the
effects of economic integration on income
distribution, as the formal sector could
increasingly crowd out the informal sector
wherein most poor people are involved.

3. Summing Up the Evidence

Available information suggests that
subregional cooperation and integration
is helping GMS countries reduce poverty
and address related human development
needs through various mechanisms and
channels. However, the precise scale and
scope of its contribution to poverty reduc-
tion cannot be determined at this time, as
a quantitative assessment of the poverty
impact of subregional cooperation and in-
tegration has not been possible. Neverthe-
less, there is scope for enhancing and sus-
taining the poverty impact of subregional
cooperation and integration.

First, it would be a clear advantage if
more emphasis were placed on pro-poor
policies and programs side by side with the
provision of cross-border infrastructure to
enable the poor to benefit from economic
cooperation and integration. As pointed
out in the studies cited above, the poor may
not be able to benefit fully from subregional
economic integration unless their capacity
to avail of economic opportunities is
improved. The completion of the main
road artery of the East-West Economic
Corridor (EWEC), for example, would not
have yielded benefits for the poor if the
complementary feeder and farm-to-market
roads had not been provided.’ Second, the
interests of vulnerable groups, such as
ethnic communities, the poor in remote
rural areas, women, and children need to
be fully addressed. It will be important to
continue to find ways of integrating the
poor into the mainstream of economic
development and prevent them from
being “crowded out” in this process.
Third, further measures are required to
minimize and mitigate the adverse impact

In the Lao PDR and Viet Nam, works on the main road arteries of the East-West Economic Corridor have

catalyzed improvements in rural access roads in the corridor.
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of subregional economic integration.
Indeed, costs and benefits are involved in
subregional cooperation and integration,
but the experience so far has demonstrated
that the benefits of working together
far outweigh the negative externalities.
Nevertheless, preemptive measures are
necessary to address the potential negative
“side effects” of subregional integration.
All these concerns indicate that poverty
reduction requires coordinated and
complementary efforts at both the national
and subregional levels.

C. Strategic Thrusts:
Progress, Issues, and
Challenges

The vision and goals of the GMS Program
are to be realized through five strategic
thrusts. This part of the Review assesses the
progress that has been made under each
strategic thrust, highlighting key achieve-
ments, major issues and challenges, and
actions needed to improve their implemen-
tation and enhance their effectiveness.

1. Strengthening Infrastructure
Linkages

This strategic thrust of the GMS-SF
involves subregional cooperation in the
transport, energy, and telecommunications
sectors. In the transport sector, the
principal objectives are (i) to develop
priority transport corridors critical to
linking the subregion together and
promoting trade and investment; (ii)
to reduce nonphysical barriers to the
movement of people, goods, and services;
and (iii) to formulate and coordinate
strategies to ensure that the transport
corridors evolve into economic corridors,
leading to agricultural diversification,
industrialization, and the creation of
employment opportunities. Torealize these
objectives, the GMS plan of action (POA)
in the transport sector consists of three
major programs, namely: (i) improvement
of major transport linkages in the East-—
West Economic Corridor (EWEC), North—
South Economic Corridor (NSEC), and
Southern Economic Corridor (SEC) (see

map showing GMS corridors in Appendix
5); (ii) formulation, negotiation, adoption,
and implementation of the Cross-Border
Transport Agreement (CBTA) among GMS
countries; and (iii) transformation of the
three corridors into full-fledged economic
corridors. The GMS Transport Sector
Strategy Study (TSSS), adopted at the
10th meeting of the Subregional Transport
Forum (STF) held in Vientiane in March
2006, guides subregional cooperation in
the transport sector. The STE which met
in Bangkok on 8-9 May 2007, formulated
and agreed to adopt an action plan for the
GMS transport sector covering the period
2008-2012 based on the TSSS.

The key achievements of subregional
cooperation in the transport sector are:

* Serving as a catalyst for developing
transport links among GMS
countries: GMS cooperation in the
transport sector has catalyzed the
development of transport links in the
GMS by (i) providing a forum and
venue for open discussion of transport
issues and exchange of information;
(ii) establishing personal contacts
and institutional network among
transport officials and agencies of
GMS countries; (iii) developing a
common approach to cross-border
issues, primarily through the CBTA;
and (iv) providing a framework for
assistance to the GMS transport sector
from ADB and other development
partners.

* Developing priority transport
corridors: A major achievement in
the implementation of the GMS-SF is
the greatly improved physical connec-
tivity in the subregion exemplified
by the near full completion of the
transport component of the three
main GMS corridors noted in para.
45 above. (See maps showing the
GMS Road Network in 1992, 2006,
and 2015 in Appendix 6.) Benefits
are already being felt in terms of
reduced cost and time of travel, as
well as growth in cross-border trade
and increasing economic opportuni-
ties around border areas.

Assessment
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» East-West  Economic Corridor

(EWEC): About 1,450 kilometers
(km) long, this corridor is the
only direct and continuous land
route between the Indian Ocean
(Andaman Sea) and the South
China Sea. This corridor has been
completed, except for a 40 km road
section in Myanmar, and is the first
GMS corridor to have reached this
stage. The Second International
Mekong Bridge between Mukdahan
in Thailand and Savannakhet in
the Lao PDR was inaugurated and
opened on 20 December 2006. An
initial impact assessment of the
development impact of EWEC on
Savannakhet Province (Rattanay
Luanglatbandith 2006) found
significant benefits, such as (i)
reduced travel time from the
Lao-Viet Nam border of Lao-Bao-
Dansavanh to Savannakhet by bus
from about 12 hours to only about 3
hours presently; (ii) increase in FDI
and joint ventures in Savannakhet
Province, much of which has been
influenced by EWEC development;
(iii) expansion in employment and
income-generating opportunities;
and (iv) improvement of access
of rural students to secondary
schools.

North-South Economic Corridor
(NSEC): Three different routes
along the north-south axis of this
corridor are Kunming-Chiang
Rai-Bangkok via the Lao PDR or
Myanmar route, Kunming—Hanoi-
Haiphong route, and the Nanning-
Hanoi route. The Mekong bridge
between Houayxay on the Lao PDR
side and Chiang Khong on the Thai
side remains to be the missing link
along the first route of the North—

South corridor. In this regard,
the Lao PDR and Thailand have
agreed on a site for the bridge.
The governments of the PRC and
Thailand have further agreed to
share in financing the cost of the
bridge on a 50-50 basis. Overall,
work on the transport links under
the two routes of the NSEC is
progressing well toward the target
completion date of 2010, with
many sections in the PRC, Lao PDR,
Myanmar, Thailand, and Viet Nam
having been completed in the last
2-3 years.

» Southern  Economic  Corridor
(SEC): The SEC is defined by
three main road sub-corridors
connecting major points in
Cambodia, Thailand, and Viet
Nam. The three sub-corridors are
making good progress toward
realizing the target completion
date of 2010, with many sections
in the sub-corridors already
completed. Benefit monitoring
reports for completed sections of
the sub-corridors indicate that
benefits are already being realized
in terms of savings in travel time,
lower travel costs for passengers
and lower maintenance costs
for vehicles, increased volume
of trade, and generation of
employment opportunities for the
local population.

* Reducing nonphysical barriers:
Another major achievement is the
formulation, negotiation, conclu-
sion, and initial implementation of
the CBTA at selected border-crossing
points.’® The experience in the initial
implementation of the CBTA at the
Dansavanh-Lao Bao border-crossing

10 The Cross-Border Transport Agreement (CBTA) covers all relevant aspects of cross-border transport facili-

tation in one document, including (i) single-stop/single-window inspection; (ii) cross-border movement
of persons; (iii) transit traffic regimes; (iv) eligibility requirements for vehicles making cross-border
sorties; (v) exchange of commercial traffic rights; and (vi) related infrastructure, such as road and bridge
design standards, road signs, and signals. The Joint Committee of the CBTA, which met in Beijing on 20
March 2007, set as a target the ratification or acceptance by all GMS countries of all the annexes and
protocols of the CBTA and commencement of the implementation of the national action plans of the CBTA
by the time of the 3rd GMS Summit in 2008.
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point has been positive, realizing
significant results and providing
valuable lessons to the other pilot
border-crossing points. Processing
time for cargo trucks crossing the
border has been reduced from 4 hours
to 70-80 minutes and for passenger
cars, from 2 hours to 30 minutes.
The processing time for cargo trucks
is expected to be reduced further to
30 minutes and for passenger cars, to
around 10 minutes or less. The CBTA
is not only essential in maximizing
the benefits from improved physical
connectivity. It is also symbolic of the
political will of the GMS countries to
achieve their vision and goals. Success-
ful implementation of the CBTA in
the pilot border-crossing points and
subsequently in the GMS as a whole
is, therefore, critically important.

The following issues and challenges
need to be dealt with to maximize benefits
from GMS cooperation in the transport
sector:

* Sustaining progress in physical
connectivity: While significant prog-
ress has been achieved in improving
physical connectivity in the GMS,
substantial transport infrastructure
investments are still required to
make GMS corridors “operational.”
Accordingly, continuing to identify
and implement priority subregional
transport projects based on the GMS
TSSS is necessary.

* Addressing constraints to CBTA
implementation: This requires (i)
providing capacity-building inputs
in the border-crossing points in
the form of training, facilities, and
equipment; (ii) institutionalizing
and “mainstreaming” the work of
the national transport facilitation
committee in each GMS country; and
(iii) facilitating the formulation and
approval of enabling laws needed to
fully implement the CBTA.

* Transforming transport corridors
into economic corridors: Establish-
ing appropriate policy, regulatory,
and institutional frameworks for
corridor development is necessary.
Some efforts have been made in this
direction for the EWEC, including
preparing a pre-investment study for
the EWEC and establishing a GMS-
BF advisory committee on EWEC in
2006. Much more needs to be done,
however, to make operational the
strategy contained in the pre-invest-
ment study for the EWEC. In addition,
plans for the broader economic and
social development of the other
priority GMS corridors should be
actively pursued. !

The objectives of the GMS Program
in the energy sector are to: (i) promote
the development of regional power trade
in the GMS to help in fully developing
and utilizing the subregion’s energy
potential; (ii) facilitate the development
of grid interconnection infrastructure
through the construction of transmission
lines that would interconnect the various
GMS power systems; and (iii) promote
private sector investments in GMS power
projects. A fourth objective has been added
following the steep increase in oil prices
in 2005-2006, i.e., to expand cooperation
to include the development of alternative
and renewable sources of energy, energy
efficiency, and security.

The key achievements of subregional
cooperation in the energy sector are:

¢ Establishing policy and institu-
tional frameworks for power trade:
This was accomplished by formulat-
ing and ratifying an Intergovernmen-
tal Agreement on Regional Power
Trade, establishing a regional power
trade coordination committee to
oversee the formulation and adoption
of regulatory, institutional, and
commercial frameworks for power
trade in the GMS, and the initiation
of activities under the Memorandum

A development study of the North-South Economic Corridor (NSEC) is under way.
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of Understanding on the Guidelines
for Implementation of the Regional
Power Trade Operating Agreement
(RPTOA) - Stage 1. These initiatives
have laid the foundation for establish-
ing fair and transparent rules and
principles governing power trade.

Initiating construction of infrastruc-
ture for grid interconnection: A
GMS Power Transmission Project,
which will build the first high-voltage
transmission line between Cambodia
and Viet Nam, is ongoing. Several
proposed GMS power interconnec-
tion projects such those between
Thailand and Viet Nam via the Lao
PDR, between Yunnan Province,
PRC and Thailand via the Lao PDR,
and between Yunnan Province, PRC
and Viet Nam are being investigated.
Although there is a long way to go
before a GMS power grid could be
established, these activities have
“broken the ground” for grid intercon-
nection in the GMS.

Promoting private sector partici-
pation in power projects: This is
exemplified by the Theun Hinboun
Hydropower Project, which has
realized expected outcomes in terms
of electricity generation of 1,500
gigawatt hour (GWh) per year and
foreign exchange earnings from
exports of electricity to Thailand of
around $400 million over 1998-2004.
The other example is the Nam Theun
2 (NT2) Hydropower Project, which
will export 5,354 GWh of power to
Thailand by the end of 2009. The
financial and institutional arrange-
ments covering these projects are
potentially useful not only for power
projects but also for other infrastruc-
ture projects in the GMS.

The issues and challenges that need to

be addressed in subregional cooperation
in energy are:!?

* Broadening cooperation from elec-

tric power to energy: A subregional
energy strategy study is being pre-
pared to help guide and coordinate
cooperation in the energy sector in
the GMS. Timely completion of the
study and its review and adoption
by the GMS countries is important,
so that the expanded focus of GMS
cooperation in the energy sector can
be defined and translated into a plan
of action (POA) at the earliest pos-
sible time.

Adopting a road map for develop-
ing a regional energy market: Such
a road map has been proposed and is
being reviewed by the GMS countries.
Agreement on the road map and an
indicative timeframe in realizing
milestones would help manage the
process and facilitate movement
from one stage to another.

Addressing social and environmen-
tal impacts of hydropower projects
more effectively: There is a need to
continue ensuring that the potential
social and environmental impacts of
proposed hydropower projects are
considered in their planning, design,
implementation, and monitoring.
Within the GMS Program, collabo-
ration and coordination between
the Subregional Energy Forum and
the Working Group on Environ-
ment (WGE) could be sustained and
deepened to ensure that environmen-
tal considerations are built into the
activities of the Subregional Energy
Forum and its subworking groups.

The Regional Power Trade Coordination Committee (RPTCC) met in Sanya, PRC on 16-18 May 2007
and considered some of these issues and challenges. The meeting agreed on the next steps and timetable
for priority RPTCC studies and activities, and indicated the actions necessary to prepare a road map on
power trade in the GMS. The meeting also agreed to prepare an action plan for energy covering 2008-
2012, which would establish priority activities during this period and serve as a tool for monitoring

progress in GMS energy cooperation.
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The long-term goal of subregional
cooperation in the telecommunications
sector is to improve telecommunications
linkages among the GMS countries,
thereby facilitating communications and
access to information, lowering transaction
costs, and enhancing competitiveness
of the subregion as a whole. Its more
immediate objectives are to: (i) develop
the subregional telecommunications
backbone and the GMS information
superhighway network; (ii) promote policy
and regulatory reforms and strengthen
capacity in the sector to attract private
sector investments in the development of
national telecommunications networks,
as well as to facilitate the interconnection
of these networks; and (iii) reduce the
digital divide between developed and less
developed areas and contribute to efforts
to reduce poverty in GMS countries. The
Subregional Telecommunications Forum
(STCF) is coordinating GMS cooperation
in the telecommunications sector.

The key achievements of subregional
cooperation in the telecommunications
sector are:

* Developing the GMS telecommu-
nications backbone: The optical
fiber interconnection of the telecom-
munications systems of the GMS
countries is at its final stages, with
the optical fiber infrastructure in the
PRC, Thailand, and Viet Nam being
already in place. The missing links in
Cambodia, Lao PDR, and Myanmar,
which are presently being addressed
with financial assistance from the
PRC, are expected to be completed
in 2008. At the same time, the GMS
countries have been implementing
their respective telecommunications
sector reform agenda and undertaking

related capacity-building programs to
create a favorable enabling environ-
ment for private sector investments in
telecommunications services and to
facilitate interconnection.'®

* Initiating development of the GMS
information superhighway network
(ISN): The GMS ISN is expected to
provide a broadband platform among
GMS countries for voice, data, and
Internet services for various applica-
tions such as e-commerce, e-govern-
ment, e-learning, and telemedi-
cine. An ISN implementation group
composed of telecommunications
operators from the GMS countries
was established in 2005 to promote
the development of ISN. An ISN
Steering Committee composed of
senior officials of telecommunica-
tions agencies of GMS countries was
also established in 2005 to coordi-
nate and oversee ISN development.
The work of the implementing group
led to the signing of a memorandum
of understanding (MOU) for the
Planning and Construction of GMS
Information Superhighway Network
at the 2nd GMS Summit.

The issues and challenges that need
to be addressed to strengthen subregional
cooperation in the telecommunications
sector are as follows:!*

* Formulating and adopting a tele-
communications development plan
and strategy, with a corresponding
POA: A Telecommunications Sector
Study (ADB 1997) laid the ground-
work for the general direction of GMS
cooperation in this sector in the early
years of the program, but the focus
of the study’s implementation has

13 The Asian Development Bank (ADB) has provided technical assistance (RETA 6004) to Cambodia, Lao
PDR, and Viet Nam for GMS Telecommunications Sector Policy Formulation and Capacity Building.

14 The STCF met in Bangkok, Thailand on 29-30 May 2007 and considered some of these issues and chal-
lenges. The meeting agreed to develop a sector strategy and action plan containing measures to: (i)
promote ICT applications for development; (ii) develop optimal institutional arrangements for coop-
eration; (iii) build capacity for sector operation; (iv) implement policy reforms and enhance private
investment in the sector; and (v) further enhance the GMS ISN. “Subregional cooperation in telecommu-
nications” could be renamed “subregional cooperation in information and communications technology
(ICT)” in line with the thrust toward the development of an information superhighway network (ISN).
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been mainly on completing the fiber
optic links among GMS countries and
establishing appropriate policy and
regulatory frameworks. A GMS tele-
communications development plan
and strategy are needed to guide
future cooperative efforts for devel-
oping the telecommunications sector
in the GMS.

Promoting information and
communications technology (ICT)
in rural and remote areas of the
GMS: All GMS countries agree that
promoting ICT in rural and remote
areas of the GMS would help in their
efforts to reduce poverty reduction
and narrow the digital divide in
their respective countries. It would
be necessary to formulate and agree
on a concrete work program with
specific activities and time frames to
achieve practical results.

Reviewing the roles of the STCE
Implementing Group, and Steering
Committee: Thepossibilityof merging
the implementing group and the
steering committee could be looked
into, as the STCF itself could perform
the role of the steering committee
in coordinating and mobilizing
resources. Advantages may also be
gained by having both public and
private sector representatives in the
implementing group. Alternatively,
the steering committee—with the
ISN being the core program for GMS
telecommunications development—
could replace the STCFE.

Clarifying the role of development
partners in the telecommunica-
tions sector: Due to the commercial
character of activities in the telecom-
munications sector, most development
partners donot give high priority to the
sector. On the other hand, the private
sector is still hesitant to make major
telecommunications investments in
the GMS, especially those addressing
the missing links in Cambodia, Lao
PDR, and Myanmar. In this regard,
the development partners may still

have a role to play in supporting
activities in the telecommunications
sector which have “subregional public
goods” elements, such as facilitating
interconnection of national systems,
harmonizing standards, establish-
ing suitable policy and regulatory
frameworks, expanding services to
rural and remote areas in the GMS,
and building capacity.

2. Facilitating Cross-Border Trade,
Investment, and Tourism

This strategic thrust of the GMS-SF
involves promoting and facilitating intra-
GMS (i.e., among GMS countries) and
extra-GMS (the GMS vis-a-vis rest of the
world) trade, investment, and tourism. The
GMS-SF subsumed subregional coopera-
tion in agriculture under the first strategic
thrust, i.e., in the context of subregional
infrastructure linkages and development.
However, as subregional cooperation in
agriculture is expected to help reduce
poverty in the GMS by promoting sustain-
able livelihoods, food security, and agricul-
tural trade, the discussion of the progress
in this area of cooperation is taken up
under the strategic thrust involving trade
and investment promotion.

Cooperation in trade facilitation is
aimed at reducing or removing barriers to
the smooth and efficient flow of people,
goods, and services across borders, and the
development of an adequate and efficient
logistics system. In the area of investment
facilitation, measures include strengthening
the institutional and policy frameworks
to promote investment, and cooperation
among investment promotion agencies in
the subregion. The GMS Trade Facilitation
Working Group (TFWG) and the GMS
Subregional Investment Working Group
(SIWG) are coordinating GMS activities
in trade and investment facilitation.
To energize GMS cooperation on trade
and investment, the TFWG formulated
a Strategic Framework for Action on
Trade Facilitation and Investment (SFA—
TFI) in 2004. The SFA-TFI, which was
subsequently endorsed at the 2nd Second
GMS Summit, defined the objectives,
guiding principles, strategic thrusts, and

22

Midterm Review of the Greater Mekong Subregion Strategic Framework 2002-2012



priority areas for facilitating trade and
investment in the GMS.

The following issues and challenges
need to be addressed to strengthen the
effectiveness of subregional cooperation
in trade and investment:

* Expediting implementation of the
SFA-TFI: In view of the importance
of expanding subregional trade and
investment to achieve GMS-SF’s vision
and goals, GMS countries emphasized
the need to expedite the implementa-
tion of the SFA-TFI during the con-
sultations conducted for the Review.
In this regard, the first meeting of
the GMS Heads of Customs Adminis-
tration was held in Bangkok in Sep-
tember 2006. Organized by the Royal
Thai Government, the World Customs
Administration, and ADB, the meeting
agreed on a set of priority medium-
term issues to be dealt with as part
of a common action plan, including
the status of customs modernization,
challenges, and progress made to date
and related capacity-building activi-
ties. The 5th meeting of the TFWG
was held in May 2007 to fast-track the
implementation of SFA-TFI.

* Preparing a strategic framework
for investment promotion and
facilitation: Although the title of
SFA-TFI includes investment, its focus
is mainly on trade facilitation issues
rather than on investment promotion.
Of the four priority areas under the
SFA-TFI, only the mobility of business
people directly concerns investment
promotion. So far, there appears to
be no clear consensus on the priority
areas that the SIWG should focus
on, except for those centered on the
GMS-BF and a proposed regional
guarantee facility. The SIWG should
consider preparing a strategic
framework and a concrete POA to
promote and facilitate investment in
the GMS, in close collaboration with
the private sector through the GMS-
BF and taking into full account the
need for coordination and synergy
with the SFA-TFI.

* Improving coordination between
TFWG and SIWG: There was a sug-
gestion to merge the two working
groups, as trade and investment issues
are closely interrelated. This has to be
considered carefully, as some GMS
countries have reservations about
merging the two working groups for
the reason that different ministries
or agencies are responsible for the
two areas. On the other hand, there
is clearly a need for close interaction
between these two groups. The possi-
bility of synchronizing their meetings
could be looked into.

* Ensuring coordination between
SFA-TFI and CBTA: There are activi-
ties of common interest to CBTA and
SFA-TFI, specifically on customs
administration and quarantine inspec-
tion. CBTA deals with facilitation of
customs and immigration procedures
at the border-crossing points, while
the SFA-TFI deals with the more gen-
eral need of facilitating customs pro-
cedures and requirements as a whole.
The two sets of activities should be
closely coordinated and integrated
to the extent possible. More spe-
cifically, key officials involved in the
CBTA (e.g., those participating in the
national transport facilitation com-
mittees or NTFCs) should be invited
to the meetings of the TFWG and vice
versa. The TFWG and NTFCs could
also exchange reports regularly to
update each other on related activi-
ties and to highlight areas that need
to be acted upon jointly.

The primary objective of subregional
cooperation in the tourism sector is as
follows: “Develop and promote the Mekong
asasingle destination, offering a diversity of
good quality and high-yielding subregional
products that help distribute the benefits
of tourism more widely; add to the tourism
development efforts of each GMS country;
and contribute to poverty reduction,
gender equality and empowerment of
women, and sustainable development,
while minimizing any adverse impacts.”
The following programs were initiated in
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2005 to broaden the thrust of subregional
cooperation in the tourism sector: (i)
marketing and product development, (ii)
human resource development (HRD),
(iii) heritage conservation and social
impact management, (iv) pro-poor
tourism development, (v) private sector
participation, (vi) facilitatingthe movement
of tourists, and (vii) development of
tourism-related infrastructure.

The key achievements of subregional
cooperation in the tourism sector are as
follows:

* Putting GMS on the global tourism
map: Subregional cooperation in the
tourism sector has helped put the
GMS firmly on the world’s tourism
map, with the “job of positioning the
GMS in the eyes of the international
industry” having been completed.'
Spearheaded by the TWG, a substan-
tial subregional cooperation agenda
has been pursued since 1993. This
included promotional campaigns
exemplified by the Jewels of the
Mekong project, started in 1996,
and the GMS Destination Marketing
Program, initiated in 1997. A principal
component of the latter program is the
Mekong Tourism Forum (MTF), held
annually from 1996-2005 in collabo-
ration with the Pacific Asia Travel
Association with financial assistance
from ADB and the United Nations
Economic and Social Commission for
Asia and the Pacific (UNESCAP).

* Building close alliances, strength-
ening ownership, and generating
high-level support: Subregional
cooperation in the GMS tourism
sector provides a good example of
close collaboration among many
partners that has been generally
sustained from the beginning of the
program. The TWG has been one
of the most active sector groupings
under the GMS Program, having its
own secretariat (Agency for Coordi-
nating Mekong Tourism Activities

or AMTA) which was established
and operated using the resources of
the Tourism Authority of Thailand
and small contributions from GMS
countries. To strengthen ownership
further, the Mekong Tourism Coordi-
nation Office (MTCO) took over
AMTA in 2005, with initial funding
for its activities coming from financial
contributions from each GMS country.
The French government also agreed
to second a tourism official to serve
as project coordinator for MTCO to
work on developing priority projects
under the TSSS starting July 2007.
Progress in subregional cooperation
in tourism has been greatly facilitated
by the TWG’s ability to generate high-
level support through the conduct
of tourism ministerial and senior
officials’ meetings (SOMs).
Implementing the GMS Tourism
Sector Strategy Study: GMS countries
have been working on various
tourism projects in the last few years.
Cambodia is establishing a tourism
institute in Phnom Penh. The Lao PDR
has organized a training workshop
on heritage management. Viet Nam
has developed tourism occupational
standards. Thailand has improved
tourism facilities in the Emerald
Triangle and cooperated with the
French government in developing a
virtual presentation on GMS cultural
heritage sites, namely: Angkor Wat in
Cambodia, Luang Phrabang in the Lao
PDR, Bagan in Myanmar, Sukhothai
in Thailand, Hue in Viet Nam, and
Guilin and Lijang in the PRC. Yunnan
Province has improved navigation on
the Mekong River for cruise tourism
between Jing Hong and Thailand
in the Golden Quadrangle Tourism
Zone. Cambodia and Thailand are
cooperating with each other in
developing a tourism route along the
Southern Tourism Corridor, linking
Pattaya and Koh Chang in Thailand
with Sihanoukville in Cambodia and
Phu Quoc in Viet Nam.

15 ADB. Summary of Proceedings of the 15th Meeting of the Tourism Working Group. March 2004.
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The following issues and challenges

need to be addressed to ensure that the
thrust in subregional cooperation in the
tourism sector remains on track:®

16

Prioritizing proposed projects:
The TSS identified 29 projects, 13
of which are of a spatial nature deal-
ing with the planning and develop-
ment of priority tourism zones (e.g.,
Mekong River Tourism Corridor,
Golden Quadrangle Tourism Corridor,
East—-West Tourism Corridor) and 16
are thematic activities (e.g., training
and capacity building, pro-poor tour-
ism, GMS visa) dealing with specific
GMS-wide interventions. Considering
staff, institutional, and financial con-
straints, implementing all proposed
29 projects at the same time may not
be a practicable approach. Therefore,
prioritizing the proposed projects and
preparing an action plan based on the
identified priorities will be necessary.

Sustaining, restructuring, and
streamlining the operations of
MTCO: While the establishment
of MTCO is considered a step in the
right direction and has been a welcome
initiative, how to fund and manage
its operations over the longer term
is a major concern of GMS countries.
The initial operational expenses of
MTCO have been financed from
contributions from each GMS country.
How long this funding arrangement
can be sustained is not clear. Ways
and means need to be found for
MTCO to raise funds from the private
sector and make its operations self-
financing. To successfully develop
and market the GMS as a single
destination, MTCO should streamline
its administrative and communication
procedures, and review its marketing
and development plans, based on the
GMS Tourism Cooperation Manual
proposed by Thailand at the 19th

Meeting of the TWG held in Ho Chi
Minh City, Viet Nam.

Facilitating travel — GMS-wide visa:
Facilitating travel to and within GMS
has been in the agenda of GMS coop-
eration in tourism development since
its inception. A major activity initiated
under the auspices of the Ayeyawady—
Chao Phraya-Mekong Economic
Cooperation Strategy (ACMECS), in
coordination with the GMS Program,
is the development and introduction
of a GMS-wide visa for nationals from
outside the subregion. A basic agree-
ment on the concept, objectives, and
implementation principles of a single
visa scheme was reached during the
meeting of the Working Group on
the ACMECS Single Visa Scheme
(the Scheme) in January 2005. The
scheme was launched in November
2005, with Cambodia and Thailand
signing an MOU to implement the
scheme. It was scheduled for pilot-
testing in the last quarter of 2006, but
this has been delayed because of some
pending issues. MTCO should monitor
closely the progress of the discussions
between Cambodia and Thailand on
the scheme and assist in resolving
outstanding issues, so that pilot-test-
ing could start as soon as possible.

Energizing the annual Mekong
tourism event: The MTF held
annually from 1996 to 2005 had been
an important feature of GMS tourism
promotion and marketing efforts.
However, the MTF seemed to have
“lost steam” in recent years. Accord-
ingly, the Pacific Asia Travel Associa-
tion recommended that the concept
and approach to the organization of
the MTF be rethought, and the GMS
countries agreed that some alterna-
tive form should be continued and
reenergized. In this regard, the 1st
Mekong Tourism Investment Summit

The TWG met in Ho Chi Minh City, Viet Nam on 29 March 2007 and considered some of these issues and
challenges. It reviewed the achievements of the MTCO since its establishment in 2006 and requested its
Director to prepare a GMS tourism marketing plan and a GMS tourism cooperation manual. It also agreed
to extend financial support to MTCO for its second year of operations and to proceed with the prioritiza-

tion of the projects listed in the TSS.
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was held back-to-back with the 17th
TWG meeting in March 2006. Among
the suggestions that the TWG could
revisit to reenergize the annual event
are: (i) making the focus of the forum
issue-oriented and more responsive
to the interests of the private sector,
(i) using the format of the ASEAN
Tourism Forum, (iii) synchronizing
the timing of the forum with a major
regional or international event (e.g.,
GMS ministerial or summit meeting),
and (iv) getting more support from
national tourism organizations.

Subregional cooperation in agricul-
ture was not part of the GMS Program
when it was launched in 1992. Over time,
the GMS countries realized the need to
include agriculture as one of the areas
of cooperation in the program. Accord-
ingly, the GMS countries took major steps
to establish and implement a program of
cooperation in agriculture, starting with
the 10th GMS Ministerial Conference in
2001. GMS cooperation in agriculture
was affirmed by subsequent GMS ministe-
rial conferences and underscored by the
GMS leaders during their first and second
summit meetings, with agriculture being
included as one of the sectors of coopera-
tion in the GMS-SE The GMS Working
Group on Agriculture (WGA), established
in 2003, formulated a strategic framework
for subregional cooperation in agriculture
and a core agriculture support program
(CASP) covering 2006-2010. GMS
Agriculture Ministers endorsed the CASP
during their meeting in Beijing in April
2007. CASP is composed of five program
components, namely: (i) facilitating cross-
border agricultural trade and investment,'”
(i) promoting public—private partnership
in sharing agricultural information, (iii)
enhancing capacity in agricultural science
andtechnology, (iv) establishingemergency
response mechanisms for agricultural and
natural resource crisis situations, and (v)
strengthening institutional linkages and
mechanisms for cooperation.

17

The main challenge in this area of
cooperation is the effective implementa-
tion of the CASP Another challenge is
for the WGA to establish linkages with
other GMS forums and working groups,
as the CASP has a direct interface and
relations with the other sectors and areas
of cooperation in the GMS such as those
in trade (cross-border trade in agricultural
products, biosafety, and food standards),
transport (cross-border facilitation of the
movement of agricultural goods, especially
perishable goods, and of quarantine
inspection of live animals in line with the
CBTA; need for support in terms of logistics
such as warehousing and refrigeration),
energy (renewable energy, biofuel, and
rural electrification), telecommunications
(application of ICT for agricultural supply
chain management, capacity building,
research and extension services), and
HRD (impact of transboundary animal
and plant diseases on the health of the
GMS population, capacity building, and
training in agriculture-related skills).

3. Enhancing Private Sector Partici-
pation and Competitiveness

This strategic thrust of the GMS-SF involves
measures to increase the participation of
the private sector in GMS infrastructure
projects and to enhance its competitive-
ness by (i) lowering production and distri-
bution costs through efficient utilities and
infrastructure support, (ii) improving skills
of the labor force, and (iii) improving the
policy and regulatory environments for
private sector investments in the GMS.
The critical role of the private sector as
an engine of growth in GMS development
had been recognized from the initial
stages of the GMS Program. Therefore,
efforts were taken early on to initiate and
expand the participation of the chambers
of commerce of GMS countries in the
Program. Road shows were conducted
in Japan, Republic of Korea (ROK),
and Europe to promote private sector
investments in GMS countries. The former

Contract farming is one of the priority projects under the Core Agriculture Support Program (CASP), as

this has the potential to provide substantial benefits to small farmers.
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activity was constrained by the weakness
of the private sector in Cambodia, Lao PDR,
Myanmar, and Viet Nam, which were in the
midst of transition from centrally planned
to market-based economies, while the
road shows lacked close follow-through
actions. Outside of the active participation
of the private sector in tourism promotion
and development, as well as in a number
of GMS power and telecommunications
projects, the scope for increasing and
enhancing private sector participation in
GMS development remains significant.

In more recent years, initiatives have
been taken to energize the promotion of
private sector participation in the GMS,
the most noteworthy of which were the
establishment of the GMS Business Forum
(GMS-BF) in 2000 and the adoption of SFA—
TFI in 2005. GMS-BF is an independent,
nongovernment organization and joint
initiative of the chambers of commerce of
the six GMS countries. It is an important
element in integrating the role of the private
sector into the GMS Program and has the
potential to serve a key role in promoting,
facilitating, and catalyzing cross-border
investment, as well as investment from
“third countries” into the GMS.

GMS-BF has organized six fee-based
conferences, which have generated
revenues to help finance its operations.
Sponsored by regional corporates, the
conferences were focused on such key
areas as EWEC development, mining
opportunities in the Lao PDR, financing of
small and medium scale enterprises, and
high-value agricultural products. Itwasalso
one of the principal organizers of the High
Level Public-Private Sector Consultation
Meeting in September 2004. GMS-BF
has set up a GMS website and compiled a
business handbook and directory of small
and medium enterprises in the GMS. In
2006, the board of GMS-BF was expanded
to include corporates. The initiatives that
have been taken to strengthen GMS-BF
need to be maintained and accelerated.
It will take some time before GMS-BF
could become something like the ASEAN
Chamber of Commerce and Industry, as
the private sector in some GMS countries
still need substantial strengthening.
Nevertheless, there is sufficient rationale

and scope for enhancing GMS-BF’s role
in the GMS Program. The following
suggestions could be considered:

* While continuing to organize road
shows and well-targeted private sector
forums and conferences, GMS-BF
could further strengthen its advocacy
role for policy and regulatory reforms
to the extent possible. The latter
activity complements the first, as the
advocacy role provides GMS-BF with
a means to follow up the recommen-
dations and results of the forums and
conferences that it organizes.

e The possibility of regularizing the
membership of GMS-BF in TFWG and
SIWG should be examined, thus insti-
tutionalizing public—private coopera-
tion in these key areas. This will not
only provide a venue for GMS-BF for
following up on the actions needed;
it will also help the working groups
clarify the “real world” problems that
the private sector faces in the GMS,
as well as in identifying practical and
realistic approaches.

e The GMS-BF needs to continue
mobilizing funds from the private
sector and establish mechanisms to
make its operations self-sustaining
over the longer term eventually. So
far, GMS-BF operations have been
supported by ESCAP and ADB. Such
support is increasingly being supple-
mented by income from the organiza-
tion of fee-based conferences.

A regional guarantee facility has
been proposed to promote private sector
investments in the GMS. It was discussed
during the GMS-BF held in conjunction
with the Second GMS Summit. It was also
discussed at the Tokyo Mekong Develop-
ment Forum and at the 5th meeting of
the SIWG in 2005. The proposed GMS
Investment and Trade Guarantee Facility
would issue guarantees and risk mitiga-
tion services to investors, contractors,
exporters, and traders operating in the
GMS. It is envisioned as a mechanism for
reducing country risks, thereby attracting
more foreign investments into the GMS. It
will be necessary to expedite action on the
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proposed facility, as this facility has the
potential to overcome a major constraint
in private financing of commercial and
infrastructure projects in the GMS.

4. Developing Human Resources

This strategic thrust of GMS-SF is
expected to contribute to the realization of
the HRD goals of GMS countries through
subregional programs that address issues
in education and skills development,
labor, and health. Along this line, the
emphasis is on programs and projects that
(i) have cross-border implications, (ii)
provide economies of scale, (iii) facilitate
cross-country exchange of experience and
information, and (iv) have region-wide
impact on public welfare. Activities in the
subregional program on HRD have mainly
covered the following areas: (i) capacity
building for development management;
(ii) prevention and control of communi-
cable diseases, particularly HIV/AIDS and
malaria; (iii) health and education needs
of ethnic minorities; and (iv) prevention of
the trafficking of women and children, and
promotion of safe migration in the GMS. A
GMS working group on HRD (WGHRD)
established in 1996 is coordinating GMS
cooperation in HRD.

Major accomplishments and activities
in subregional cooperation in HRD are the
following:

¢ Phnom Penh Plan for development
management (PPP): PPP has
developed and implemented a
strong program to build capacity
among GMS government officials,
particularly to strengthen their
management capacities in support of
regional economic integration (REI)
and transition toward more open
economies. Besides learning a broad
range of analytical, managerial, and
leadership skills, around 900 civil
servants trained under PPP also
had the opportunity to develop a
professional network and be exposed
to the latest viewpoints on key
development managementissues. PPP
has also provided opportunities for

continuous learning and networking
among GMS development managers.
The relative success of the PPP has
been manifested in the continued as
well as increased financial support
from various sources. Phase I had a
budget of $1.15 million financed by
ADB and the Government of New
Zealand. The program was able to
mobilized $4.1 million for phase II,
with additional funding coming from
the governments of the PRC and
France.

Prevention and control of
communicable diseases in the GMS:
Nearly half of the 17 projects that have
been implemented under the GMS
cooperation program on HRD have
been for the prevention and control
of HIV/AIDS. In this regard, a project
on ICT and HIV/AIDS Preventive
Education in the Cross-Border Areas
of the GMS, which was completed
in 2005, developed ICT learning
materials for HIV/AIDS preventive
education in local languages. It also
helped in (i) building capacity of
teachers, health workers, and other
stakeholders on the use of ICT for HIV/
AIDS preventive education; and (ii)
delivering ICT-based interventions to
isolated, marginalized, and vulnerable
populations. A follow-up project
targeting ethnic minority groups
in Cambodia, Lao PDR, Thailand,
and Yunnan Province in the PRC is
ongoing. Moreover, a major Regional
Communicable Diseases Control (CDC)
Project covering Cambodia, Lao PDR,
and Viet Nam started implementation
in 2006. The action plan for the
first year of operation, which is
focused initially on strengthening
surveillance and response to the
threat of the avian influenza (avian
flu) epidemic, is being implemented.
Several of PRC’s activities in this
area of cooperation are noteworthy,
including (i) implementation of a
malaria control program in the border
areas of the PRC and Myanmar from
2005 onwards, under which a Pilot
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Programme on Malaria Prevention
and Control aimed at regularizing
information exchange and capacity
building, was initiated in May 2006;
and (ii) launching of an HIV/AIDS
program which covered the PRC and
Myanmar initially and, subsequently,
the Lao PDR and Viet Nam.

The following issues and challenges

need to be addressed to strengthen the
effectiveness of subregional cooperation
in HRD:!®

18

19

* (larifying strategic and program

focus of subregional coopera-
tion in HRD: Although ongoing and
pipeline projects under the WGHRD
have addressed key HRD concerns in
the GMS, program development and
implementation has been essentially
project-based and lacked a clearly
definedstrategicframework.Formulat-
ing and agreeing on a comprehen-
sive framework for GMS cooperation
in HRD has not been easy because
of the complexity and diversity of
education, health, and labor issues in
the subregion. Nevertheless, formulat-
ing a GMS strategic framework and
concrete plan of action (POA) for
cooperation in HRD could guide and
help make subregional cooperation
in HRD more effective, as well as
strengthen mechanisms for coordina-
tion with other related subregional
and regional initiatives.

Strengthening institutional arrange-
ments and support to the WGHRD:
The WGHRD has made an effort
to firm up its role in coordinating
the GMS Program in HRD, but

these efforts have been met with
many difficulties. First, there is no
“natural home or champion” for GMS
HRD concerns, as there are three
ministries or groups of ministries
involved in WGHRD, namely: those
in education and training, health,
and labor. Second, representation
of these ministries in WGHRD has
changed frequently, thus leading to
a lack of continuity. The institutional
arrangements in the subregional
program on HRD should be reviewed
to improve their contribution to the
HRD thrust of GMS-SE The possibility
of restructuring WGHRD along the
following lines could be considered:
(i) establish three subgroups under
the umbrella of WGHRD (education
and skills development, health, and
labor); or (ii) narrow down the
scope of WGHRD’s work to education
and labor, while establishing the
proposed GMS health forum.? Given
the growing importance of labor
issues in the GMS for both sending
and receiving countries, it may be
worthwhile to consider having a
subgroup dealing with such issues.
The possibility of other developing
partners providing secretariat support
to some subgroups could also be
looked into.

Pursuing cooperation in labor
issues: Demographic trends in the
GMS, as well as changing economic
structures and evolving labor markets
in GMS countries, have increased
the importance of addressing labor-
related issues, such as labor migration,
labor standards, human trafficking,
skills competencies and standards,

The WGHRD met in Phnom Penh, Cambodia on 9-11 May 2007 and considered some of these issues and
challenges. Officially designated WGHRD focal persons from the GMS countries, who are expected to
provide continuity and more effective coordination, attended the meeting for the first time. The WGHRD
decided to proceed with the preparation of a strategic framework for HRD cooperation in the GMS and a

medium-term action plan with ADB assistance.

A Regional Workshop on Communicable Diseases Surveillance and Response, held in Guilin, Guangxi
Autonomous Region, PRC on 29-31 August 2005, proposed the establishment of a GMS health forum
that would serve as a key vehicle for promoting and strengthening subregional cooperation in the health
sector. The initial focus of the proposed forum would be on communicable diseases control, but the forum
could also take up other health-related cross border issues.
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and protection of migrant workers,
through subregional cooperation.?
Increased physical connectivity in the
subregion has further made the task of
addressing these issues on a coopera-
tive basis more urgent. Subregional
cooperation on labor issues, therefore,
needs to be emphasized more, with
the focus being on training and
capacity building activities involving
practical skills, entrepreneurship and
SME development.

5. Protecting the Environment and
Promoting Sustainable Use of
Shared Natural Resources

This strategic thrust of the GMS-SF is
directed toward ensuring that environ-
mental concerns are adequately addressed
in cross-border initiatives and properly
integrated into the subregion’s economic
development efforts. To achieve this goal,
a number of subregional program activi-
ties supported by an ADB regional techni-
cal assistance were implemented from
1994-2004, including the (i) Subregional
Environmental Information and Monitor-
ing System (SEMIS) phases I and II,
(ii) Strategic Environment Framework
phase I, (iii) Subregional Environmental
Training and Institutional Strengthen-
ing (SETIS), (iv) Poverty Reduction and
Environmental Management in Remote
GMS Watersheds, and (v) Management
and Protection of Critical Wetlands in the
Lower Mekong Basin. The GMS Working
Group on Environment (WGE) spearheads
and coordinates GMS cooperation in
environment.

In 2005, GMS countries launched
the 10-year Core Environmental Program
(CEP) as the central program to address
the subregion’s environmental challenges
with a strong mandate being given by the
GMS Environment Ministers Meeting in
Shanghai in May 2005 and subsequently
by the GMS Leaders at the 2nd GMS
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Summit. The CEP aims to: (i) secure critical
ecosystems and environmental quality in
the GMS economic corridors; (ii) ensure
that investments in key sectors such as
hydropower, transport, and tourism are
sustainable; (iii) conserve biodiversity in
protected areas and corridors; (iv) define
and implement sustainable financing
strategies and market mechanisms to
conserve the natural systems of the GMS;
(v) integrate environmental considerations
into national and subregional planning,
and develop and apply environmental
indicators to measure progress toward a
sustainable path to development; and (vi)
establish a secretariat to provide full-time
support to the GMS WGE in implementing
the CEP

Major progress has been achieved in
this area of cooperation in terms of laying
the foundation for implementing a more
effective and comprehensive agenda for
the sustainable development of the GMS.
More specifically, the key achievements of
subregional cooperation in environmental
protection and management are:

* Raising awareness and initiating a
systematic subregional approach:
GMS cooperation in environment
concerns can be credited not only
with raising the awareness of GMS
countries on the urgency of environ-
mental issues and challenges in
the subregion, but also with the
need to jointly address subregional
environmental concerns based on
close cooperation and collaboration.
GMS countries share many natural
resources and sensitive ecosystems,
and the environmental impact of
development in one area extends
beyond national boundaries. Hence, a
subregional approach to environmen-
tal conservation and management is
imperative. The GMS Program also
enabled GMS countries to initiate and
pursue subregional cooperation initia-

The World Bank has completed the first phase of a GMS Labor Migration Program. This aims to improve

knowledge of labor migration issues in the GMS, raise awareness of these issues at the highest levels
of policy making, and strengthen the capacity of governments and development partners to refine and
implement a regional system to facilitate and regulate labor migration (World Bank 2006b). In this
regard, the World Bank has identified labor migration as one of the areas it would support under its
proposed strategy of assistance to the Mekong subregion (World Bank 2006a).
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tives in environment on a systematic
and more coordinated basis.

Developing alliances and partner-
ships: Subregional cooperation on
environmental concerns in the GMS
provides another good example of
generally close collaboration among
national environmental agencies and
regional and international organiza-
tions. Such a tradition of partnership
was developed from the start of the
subregional cooperation program and
has been generally sustained since
then. In this regard, institutions such
as the United Nations Environment
Programme, Mekong River Commis-
sion (MRC), International Union for
the Conservation of Nature (IUCN),
World Wildlife Fund (WWF), and ADB
have worked closely together with
the environmental agencies of GMS
countries on a number of subregional
projects that the WGE implemented.

Launchingand mobilizing resources
for the CEP: Robust economic growth
and expanding subregional invest-
ments in such sectors as transport,
energy, and tourism have accentuated
the need to ensure that current and
planned activities in the GMS do not
jeopardize the sustainable develop-
ment of the subregion. Accordingly, a
more comprehensive and integrated
approach to environmental conser-
vation and management in the GMS
in the form of the CEP was adopted
in 2005 and implemented in 2006.
The Environment Operations Center
(EOC) was established in Bangkok in
April 2006 to serve as the secretariat
of the WGE to implement the CEP
An important feature of the CEP is
the mobilization of funding for its
implementation. The CEP experience
in putting together a comprehensive
and integrated package including
financing for its implementation is
noteworthy. Implementation of the
CEP for the first 3 years of operation
is estimated to cost $36.11 million
and is being financed from various
sources.

The following issues and challenges

need to be addressed to strengthen the
thrust of subregional cooperation in
environment in the GMS:

* Closely monitoring and evaluat-

ing CEP implementation: The main
challenge for the CEP is to ensure
its effective implementation and to
demonstrate concrete results from
the program. Compared with other
subregional environmental programs
prepared in the past, CEP implemen-
tation should readily lend itself to
close monitoring, as it was prepared
using a results-oriented framework.
The establishment of the EOC should
also facilitate the continuing WGE
monitoring of CEP implementation.
The plan to prepare a GMS WGE
annual report is an excellent idea
for tracking and reporting progress,
as well as for sharing information.
It could also serve as a model for
the other GMS forums and working
groups to consider.

Clarifying the allocation and use of
resources: The financing plan for the
CEP did not contain an allocation of
the total CEP budget into the five CEP
components; hence, there have been
questions about how the CEP budget
should be allocated into its different
components. Furthermore, during the
GMS Senior Officials’ Meeting (SOM)
in Vientiane on 9-10 November 2006,
the SOM noted that “the effective and
transparent use of resources provided
by donors for the implementation
of the Core Environment Program
should always be observed to achieve
maximum impact.” The financing
aspects of CEP was subsequently
discussed at a meeting of the WGE in
December 2006, at which time EOC
presented the CEP budget alloca-
tion by component, commitments,
and budget forecast for the remain-
ing years of phase I of the CER Such
reporting is a good practice and should
be adopted as a standard of the year-
end agenda of WGE meetings.
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* Expanding and deepening engage-
ment with civil society: Although
there has been some improvement
in the manner and extent to which
the GMS environmental program has
engaged civil society, there is still a
need towiden and deepen civil society’s
participation in the design, implemen-
tation, monitoring, and evaluation
of GMS initiatives to safeguard the
environment and promote sustainable
development. Besides improving and
expanding information dissemination
approaches to the public and practic-
ing participatory approaches, it would
be good to show concrete actions and
results that are indicative of the politi-
cal will of GMS countries to address
major environmental concerns in the
subregion.

D. Crosscutting Issues and
Challenges in GMS-SF
Implementation

Issues and challenges affect the implemen-
tation of the GMS—-SF as awhole, in addition
to those specific to each of the five strate-
gic thrusts. Effective implementation of
the GMS-SF will require such crosscutting
issues and challenges to be addressed. This
part of the Review discusses these crosscut-
ting concerns and indicates possible ways
of dealing with them.

1. Recognizing Different Levels of
Development of GMS Countries

The uneven level of development among
GMS countries provides an impetus to
subregional cooperation, as this offers
many opportunities for economic comple-
mentarities among them. At the same
time, such varying levels of develop-
ment constrain the pace of cooperation
because some GMS countries still lack the
capacity (in terms of expertise and skills,
institutions, equipment, and facilities)
to implement subregional programs and
projects. Lack of capacity may also make it
difficult for these countries to benefit fully
from subregional cooperation. This implies
that (i) sufficient flexibility has to be built

into the work programs for implement-
ing subregional measures and activities,
taking into account existing capacities for
implementation; (ii) continuing efforts are
required to build capacity in GMS countries
requiring such assistance (e.g., through
inclusion of capacity-building components
in ongoing subregional programs and
projects, and sustained implementation
of institutional strengthening programs);
and (iii) more attention is needed to
ensure that the GMS Program propor-
tionately benefits small players, especially
in the areas of social and environmental
development, institution and capacity
building, and skills development. Indeed,
the key objectives of subregional coopera-
tion are (i) directly, to help less developed
GMS countries benefit fully from regional
economic dynamics and further integrate
their economies with the global economy;
and (ii) indirectly, to assist other develop-
ing countries and enable them to contrib-
ute to regional integration. Giving special
attention to the less developed GMS
countries will enable them to benefit from
and contribute to subregional cooperation
and integration.

2. Promoting Greater Ownership
and Broad-Based Participation

The sustainability of the GMS Program
will ultimately depend on the ownership
of the Program by the GMS countries.
Ownership has two aspects. The first refers
to the management of the Program by the
GMS countries themselves. Due to lack
of capacity and resources, GMS countries
have sought ADB assistance to provide the
necessary technical and secretariat support
for monitoring and coordinating activities
under the Program. The GMS countries feel
that ADB should continue to perform this
role. Indeed, among a variety of regional
cooperation mechanisms, GMS countries
believe that a key advantage of the GMS
Program is the close involvement of ADB
that has helped in ensuring continuity and
cumulative progress toward the vision and
goals of GMS-SE In their view, ADB has
performed a unique and irreplaceable role
as catalyst, honest broker, advisor, and
financier. Another concern in this regard is
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that building the capacity of less developed
GMS countries takes time, and asking
them to take on new subregion-wide
responsibilities is not advisable unless they
feel able and comfortable to do so. In any
case, GMS countries could assume more
responsibility for directing and coordinat-
ing the work of GMS forums and working
groups wherever there is willingness and
capacity, as well as consensus, among the
GMS countries.

The second aspect of ownership in-
volves the commitment and involvement
of various levels of government and civil
society to the goals and objectives of the
GMS Program. GMS governments at the
highest level no doubt own the Program.
This has been aptly manifested and con-
firmed by the high-level meetings of the
GMS—2 summit meetings and 13 ministe-
rial meetings so far. However, the extent
of knowledge and understanding of the
role and importance of the GMS Program
declines as one goes down the bureaucra-
cy, as one moves from central to line minis-
tries, and as one moves from the central to
the local authorities. Therefore, enhancing
coordination among government agencies
in the GMS countries at both the national
and local levels is necessary. Furthermore,
there is a need to broaden the participation
and support of civil society—especially lo-
cal communities—to the GMS Program,
and thus make it more inclusive.

3. Enhancing Resource Mobiliza-
tion and Donor Coordination

The estimated requirements for financ-
ing major GMS infrastructure projects in
the next 10 years (around $30 billion)
far exceed the amount that can be made
available so far from GMS governments
and multilateral, as well as bilateral,
sources of development assistance. Accord-
ingly, resource mobilization remains a
major challenge to the implementation of
the GMS-SE
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There have been additional resources
for the GMS Program in the form of
private sector investments, particularly in
two hydropower projects in the Lao PDR
cited 33 above. Moreover, the number of
GMS development partners is now larger
compared to that in the early years of the
GMS Program. These development partners
have made important contributions to
GMS development not only financially,
but also in terms of their professional
and technical expertise in various areas
of GMS cooperation. Australia, France,
Japan, the Netherlands, New Zealand,
Sweden, the PRC, Thailand, and Viet Nam
are now key bilateral partners, with the
latter three countries providing assistance
in the spirit of south-south cooperation.
The multilateral partners include the
World Bank, several UN agencies such as
UNESCAB World Health Organization,
United Nations Development Programme,
United Nations Environment Programme,
and many other UN specialized agencies.

As of December 2006, financing for
priority GMS projects amounting to $6.9
billion has been mobilized for GMS projects,
with the amount mobilized increasing by
60% between 1994-1999 and 2000-2006
(Table 2).2! Of the total amount mobilized,
GMS countries contributed 31.7%; ADB,
28.8%; and cofinancing sources, 39.5%.
Financing for technical assistance projects
more than doubled between 1994-1999
and 2000-2006, with the amount of
cofinancing increasing four times between
these periods. More than 90% of such
cofinancing was for advisory technical
assistance projects, the focus of which was
in capacity building and policy support.

To help mobilize resources, coordi-
nation among development partners has
been strengthened and institutionalized.
The formulation and adoption of the GMS—
SF in 2002 were intended to help in this
process. Other measures taken included:
(i) initiation of the development partners’
meeting in 2002 as part of GMS ministe-

It should be noted that these financial resources were those mobilized directly through the GMS Program

with the participation of ADB. They do not include funding for GMS-related projects that have been indi-
rectly mobilized and induced by the program, such as those funded by GMS governments either by them-
selves or together with other official sources. Financing for these projects is estimated at $2 billion.
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Table 2: Resources Mobilized for GMS Programs and Projects as of 31 December 2006

(in million dollars)

A. Loan-funded Projects, by Sector

1992-1999 2000-2006 1992-2006
SECTOR ADB Gov't. Co-Fin Total ADB Gov't. Co-Fin Total ADB Gov't. Co-Fin Total
Energy 112.0 36.6 234.0 382.6 166.3 61.4 1,350.3 1,578.0 278.3 98.0 1,584.3  1,960.6
Tourism = 35.0 12.1 = 471 35.0 12.1 = 471
Health - 30.0 7.8 0.9 38.7 30.0 7.8 0.9 38.7
Transportation 712.0 1,086.3 435.0 2,233.3 866.0 978.3 648.2 2,492.5 1,578.0 2,064.6 1,083.2 14,7258
Total 824.0 1,122.9 669.0 2,615.9 1,097.3 1,059.6 1,999.4 4,156.3 1,921.3 2,182.5 2,6684 6,772.2

B. Technical Assistance Projects, by Type

1992-1999 2000-2006 1992-2006
TYPE ADB Gov't. Co-Fin Total ADB Gov't. Co-Fin Total ADB Gov't. Co-Fin Total
Core 8.6 0.3 0.9 9.8 53 1.2 = 6.5 13.9 1.5 0.9 16.3
PPTA? 10.5 0.9 3.8 15.2 15.3 2.8 0.4 18.5 25.9 3.7 4.2 33.7
ADTAP 9.4 4.3 7.4 21.0 24.1 6.0 53.8 83.9 33.5 10.3 61.2 104.9
Total 28.5 5.5 12.1 46.0 44.7 10.0 54.2 108.9 73.2 15.5 66.3 154.9
a Project Preparatory Technical Assistance
b Advisory Technical Assistance

C. Loan-funded and Technical Assistance Projects
1992-1999 2000-2006 1992-2006
ADB Gov't. Co-Fin Total ADB Gov't. Co-Fin Total ADB Gov't. Co-Fin Total

1. LFPsc 824.0 1,122.9 669.0 2,615.9 1,097.3 1,059.6 1,999.4 4,156.3 1,921.3 2,182.5 2,6684 6,772.2
2. TAPsd 28.5 5.5 12.1 46.0 447 10.0 54.2 108.9 73.2 15.5 66.3 154.9
Total 852.5 1,128.4 681.1 2,661.9 1,142.0 1,069.6 2,053.6 4,265.2 11,9945 2,197.9 2,734.7 16,9271

¢ Loan-Funded Projects

d Technical Assistance Projects
Source: Southeast Asia Regional Department, Asian Development Bank

rial conferences to engage development
assistance agencies as active partners in
the GMS Program; (ii) preparation and
dissemination of a web-based GMS devel-
opment matrix to provide a unified source
of information on GMS projects, help pro-
mote coordinated planning, and serve as
a tool for mobilizing resources; and (iii)
conduct of Mekong Development Forum
in Paris (June 2004), Tokyo (July 2005),
New Delhi (November 2005), Singapore
(March 2006), and Stockholm (April
2006) to promote support for GMS devel-
opment.

In the future, other means of expand-
ing official and private resources for GMS
projects need to be explored. Previous
proposals that could be revisited include:
(i) setting up a GMS development or infra-
structure fund whose capital could come
from contributions from governments and
multilateral and bilateral development

institutions; and (ii) establishing a subre-
gional guarantee mechanism to promote
GMS trade and investment.

4. Linking Up More Closely with
Other Regional Initiatives

Several other subregional initiatives
involving a number of GMS countries
cover many matters that the GMS
Program is addressing, including those
under ASEAN. Avoiding duplication
and ensuring complementarity among
various subregional initiatives have been a
continuing concern of the GMS countries.
Steps have been taken to ensure close
coordination and to avoid duplication of
related initiatives, including (i) increasing
communication and exchange of informa-
tion with these initiatives; (ii) posting up-
to-date information on the GMS Program
on its website; (iii) inviting representatives
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of related initiatives to GMS meetings and
conferences; and (iv) attending meetings
under the auspices of related initiatives
whenever possible. These efforts need to
be continued and intensified.

In many GMS countries, a single
agency has been made primarily respon-
sible for coordinating all subregional
initiatives. This has reduced the risk of
duplication, as the officials concerned
are fully aware of what each subregional
initiative is undertaking, although this has
also increased the burden on limited staff
resources. Interagency committees have
alsobeen established to ensure close coordi-
nation and to avoid duplication among
ongoing subregional initiatives. Supported
by ADB technical assistance, Viet Nam is
carrying out measures to improve coordi-
nation among all regional programs where
it is involved. Nevertheless, some concerns
continue about overlapping activities of
ongoing subregional initiatives. The GMS-
SF was envisioned to be a means to facili-
tate collaboration and to assist in avoiding
duplication of efforts among various initia-
tives. However, continuing efforts should
be exerted to ensure that the GMS-SF is
seen as “the backbone” program for GMS
development.

Coordination with ASEAN is critically
important as (i) all GMS countries, except
the PRC, are now members of ASEAN;
and (ii) there is a substantial scope for
complementarity between ASEAN and
the GMS Program. Although the GMS
Program’s linkage with the ASEAN
Secretariat has expanded over the years,
there is scope for strengthening the
alliance between the GMS and ASEAN.
The GMS Program complements the rule-
based ASEAN initiatives through, among
others, helping improve connectivity
among GMS countries that are also
members of ASEAN; facilitating the freer
movement of people and goods among
GMS countries through the CBTA; helping
build capacity in Cambodia, Lao PDR,
Myanmar, and Viet Nam; and serving as a
gateway of ASEAN to the PRC. Agreements
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Commission.

covering various areas of cooperation have
been signed in ASEAN. GMS has “jump-
started” the implementation of some of
these agreements on a pilot basis and is
thereby paving the way for their wider
implementation.

Although the GMS Program’s linkage
with the MRC has improved in recent years,
there still seems to be a concern that some
GMS activities duplicate responsibilities
that have been mandated to the MRC,
particularly those impinging on Mekong
basin development. Moreover, since only
four GMS countries in the lower Mekong
basin are members of the MRC,?? closer
linkage between the MRC and the GMS
Program is necessary, so that a basin-wide
view of Mekong development, i.e., upstream
and downstream, can be made operational.
Under the partnership arrangement
between ADB and the MRC signed in March
2000, both parties agreed to take measures
to better and more effectively coordinate
activities covering the GMS Program. The
full implementation of the provisions of the
partnership arrangement will help ensure
that activities under the GMS Program and
the MRC complement each other.

5. Strengthening Organizational
Effectiveness

The GMS Program has been pursued
through an institutional arrangement
consisting of: (i) a GMS leaders’ summit,
at the political level; (ii) a ministerial-level
conference supported by a senior officials’
meeting (SOM), at the policy level; and
(iii) sectoral forums and working groups, at
the project and operational levels (Figure
2). A national inter-ministerial commit-
tee, assisted by a designated focal point
or national secretariat, coordinates GMS
Program activities in each GMS-member
country. A unit at ADB’s headquarters
in Manila provides overall secretariat
support to the GMS Program, in coordina-
tion with the national secretariats or focal
points and ADB’s resident missions in GMS
countries.

The PRC and Myanmar are dialogue partners and not yet regular members of the Mekong River
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Figure 2: GMS Institutional Structure

Leaders’ Summit
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Ministerial-level
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(ADB)
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a Cambodia: Council for the Development of Cambodia; PRC: International Department,
Ministry of Finance; Lao PDR: Department of Economic Affairs, Ministry of Foreign
Affairs; Myanmar: Foreign Economic Relations Department, Ministry of National
Planning and Economic Development; Thailand: National Economic and Social
Development Board; Viet Nam: Foreign Economic Relations Department, Ministry of
Planning and Investment.

Overall, these arrangements have pro-
vided an adequate administrative frame-
work for implementing the GMS-SE They
are flexible, simple, and generally effec-
tive in supporting the pragmatic, activity-
driven, and results-oriented approach of
the GMS Program. While no major changes
are necessary in the short term, certain
adjustments in the GMS institutional
framework need to consider and take into
account the changing context of the GMS
Program, increase the role of GMS coun-
tries in implementing the program, and
strengthen the effectiveness of the existing
mechanisms and arrangements. The mea-
sures that warrant consideration include:

e Further strengthening the capacity of
national focal points for coordinating
subregional cooperation activities;

* Maintaining the existing institutional
arrangements, while strengthening
the GMS secretariat and enhanc-
ing ADB’s coordinating and advisory
role; GMS countries could assume
more responsibility for coordinating
the work of GMS forums and working
groups where there is willingness and

capacity, as well as consensus among
GMS countries;

Where feasible, establishing separate
secretariats for forums and working
groups in GMS countries (e.g.,
Working Group on Environment and
Tourism Working Group) with GMS
countries assuming responsibility
and support to forums and working
groups on a phased basis;

Continuing the practice of holding
meetings of the forums and working
groups at the ministerial level, when
the agenda warrants, so that the
direction and mandate for action at
the sector level can emanate directly
from a high political level in GMS
countries;

Improving the coordination and
interaction among GMS forums and
working groups to promote Cross-
sectorallinkages and achieve synergies
through: (i) cross attendance in
closely related meetings of forums
and working groups; (ii) presenta-
tion of an overall progress report on
GMS activities during the meetings
of the forums and working groups;
(iii) preparation of annual reports
by the forums and working groups
and circulation of the same; and (iv)
improvement of the flow of informa-
tion and increase in communica-
tions among the forums and working
groups; and

GMS countries to examine how they
see institutional arrangements in the
GMS evolving over the next 10 years,
taking into account the experience
of other subregional and regional
cooperation initiatives (e.g., Should
the flexible, informal arrangements in
the GMS be continued or should the
program or parts of it move progres-
sively toward a more structured
framework? How should the GMS
secretariat be eventually constituted
and where should it be located? What
would be the program’s interface with
ASEAN?).
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A. Overall Assessment

ignificant progress has been

made in pursuing the strategic

thrusts and priority initiatives of

the GMS-SF during the first half

of itsimplementation period. The
GMS Program has accelerated, delivering
concrete results and contributing to the
shared vision of a prosperous, integrated,
and harmonious Mekong subregion. The
pragmatic, action-oriented, and results-
focused approach of the program has
enabled GMS countries to expedite the
implementation of high-priority subregional
projects and initiatives, and mobilize an
increasing amount of financial assistance
from development partners and other
important stakeholders.

The GMS-SF remains valid and serves
as a good basis for moving forward in the
next 5 years. It is comprehensive and very
relevant with respect to recent subregional,
regional, and international developments,
as well as the formal expansion of the
GMS geography. The vision and goals of
subregional economic cooperation articu-
lated in the GMS-SF continue to reflect the
expectations of GMS countries regarding
the role of the GMS Program in develop-
ing the subregion. The GMS-SF comple-
ments national development efforts of
GMS countries. Although the extent of
implementation of each strategic thrust
varies, with some being more advanced
than others, they remain appropri-
ate for pursuing the vision and goals of
the Program. However, there is scope to
broaden the stance of the GMS Program
further with respect to interregional,
regional, and international perspectives,
and to fine-tune the implementation of the
GMS-SF so that benefits from subregional
cooperation—especially for the poor—are
maximized. This will require some shifts in
focus and areas of emphasis in implement-
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ing the GMS-SF in the coming years.

The GMS Program has clearly made
very good progress in the “hardware”
aspects of cooperation involving the
first strategic thrust of the GMS-SE and
infrastructure connectivity is expected to
continue to be the priority of the GMS
Program. However, more is required in
the “software” components? of coopera-
tion under its four other thrusts, especially
in the measures envisaged to enhance
competitiveness and in the activities
involving subregional cooperation in social
and environmental concerns. This is not
surprising, as the initial phases of the GMS
Program had substantially emphasized
the need to eliminate the physical barriers
to economic cooperation. Although the
“software” aspects of cooperation were
also part of the program from its inception,
progress in them has not kept pace with
those involving physical infrastructure.
This has led to some perceptions that
subregional cooperation in the GMS is
mainly an infrastructure program.

Placing more emphasis on the “soft”
aspects of subregional cooperation will
be critical to achieving the goals and
objectives of the GMS-SE First, it has
become imperative for GMS countries to
improve their competitiveness—individu-
ally and collectively—to enable them
to maximize the benefits from increas-
ing globalization and regional economic
integration. Second, complementary mea-
sures are needed to translate advances
in physical connectivity into accelerated
improvements in livelihoods and poverty
reduction. Finally, improved physical
connectivity and mobility of people and
goods can have undesirable consequences,
such as the transmission of communicable
diseases, illegal migration of workers, and
environmental degradation, which need to
be contained and mitigated. This proposed
shiftinemphasis doesnot meanless concern
for developing subregional infrastructure,

The term “software” is used in general terms. More specifically, when used together with “hardware”

or physical infrastructure, it refers to the agreements, frameworks, rules, or regulations governing the
efficient use of the hardware (e.g., the CBTA and its annexes and protocols). The term also refers to activi-
ties aimed at developing nonphysical assets (e.g., education, training, capacity and institution building,
management, and control systems), as well as to the so-called “soft sectors” (e.g., environment, health,
and education) as opposed to “hard” economic infrastructure.
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For instance, see A Critique of ADB Policies Towards the Greater Mekong Subregion (Oehlers 2006).
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as unmet needs for infrastructure invest-
ments in the GMS are huge. What it calls
for is a more balanced approach which
ensures that benefits from subregional
economic cooperation and integration
are maximized and far outweigh the costs
involved.

The adoption of the CEP in 2005 was a
major response to deal with environmental
issues in the GMS. Placing more emphasis
on the “soft” aspects of cooperation requires
similar efforts and attention to pursue
more effectively the second, third, and
fourth thrusts of the GMS-SF involving the
following areas of cooperation: (i) trade
facilitation and investment promotion; (ii)
skills development; (iii) labor migration,
prevention, and control of trafficking of
women and children; and (iv) surveillance
and control of communicable diseases.

B. Recommendations

The progress achieved in implementing
the GMS-SF indicates that subregional
cooperation has been an effective mecha-
nism for developing the GMS. However,
much remains to be done. In this regard,
the following crosscutting issues and chal-
lenges warrant consideration:

* Recognizing the different levels of
development among GMS countries,
requiring flexibility and special
attention to the less advanced
member countries;

* Promoting greater ownership and
broad-based participation in the GMS
Program, requiring closer involve-
ment of local communities and civil
society;

* Enhancing efforts to promote private
sector participation, requiring con-
tinuing improvements in the enabling
environment for subregional trade
and investment;

* Enhancing resource mobilization and
donor coordination mechanisms,
requiring consideration of alterna-
tive means of expanding resources for
GMS development;

* Linking up more closely with other
subregional and regional initiatives,
requiring more efforts to promote
synergies and maximize complemen-
tarities; and

* Strengthening organizational effec-
tiveness, requiring adjustments in
the institutional mechanisms and
arrangements for implementing the
GMS Program.

The Review puts forward recommen-
dations that could help address these con-
cerns and improve the overall impact of
the GMS-SE These are consolidated and
summarized in Table 3. They include rec-
ommendations involving the GMS-SF as a
whole, as well as those relevant to specific
sectors and areas of cooperation. The rec-
ommendations are shown side by side with
the findings and conclusions of the Review
to clarify the rationale for the recommend-
ed actions. Many of the recommendations
are not new, as a number of them have
been mentioned separately in GMS meet-
ings and conferences to improve the effec-
tiveness of GMS-SF implementation.

In conclusion, although there are
continuing issues and challenges to GMS
development, both the progress achieved
in regional cooperation in the Mekong
and increasing globalization and regional
integration are opening up unprecedented
opportunities. It is, therefore, very timely
for GMS countries to consolidate past
efforts and seize these opportunities.
Continuing strong political commitment
by the GMS countries to pursue economic
cooperation and integration will be
important to enable them to take full
advantage of these opportunities.

Conclusions and Recommendations
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Table 3: Summary of Recommendations

Conclusions/Findings Issues/Challenges

. Overall Strategy and Program

The GMS-SF is still relevant and applicable, but
scope exists for fine-tuning, some shift in focus, and
emphasis in implementation.

Good progress in “hardware” aspects of cooperation,

but more is required in “software” aspects.

Closer monitoring and evaluation of GMS Program
more critical at this stage.

. Poverty Impact

Subregional cooperation is contributing to poverty
reduction in the GMS, although the scope and scale
of this contribution could not be quantified now.
Additional measures to enhance, maximize, and
sustain the contribution of subregional cooperation to
poverty reduction are needed.

. Issues and Challenges

Recognizing different levels of development of GMS
countries

Promoting greater ownership

Broadening participation and support

Enhancing efforts to promote private sector
participation

Enhancing resource mobilization and donor
coordination efforts

Recommendations

Maintain the GMS-SF, but broaden its stance on interregional, regional, and global perspectives,
and fine-tune its implementation to enhance the subregion’s competitiveness, maximize benefits
from subregional cooperation, and deal effectively with its negative “side effects.”

While maintaining cooperation on hardware aspects. give more attention and emphasis on
(i) trade and investment facilitation, (ii) promotion of private sector participation, (iii) skills
development, (iv) labor migration, and (v) communicable disease surveillance and control.

Strengthen monitoring and evaluation of subregional programs and projects, including periodic
conduct of an independent review of the GMS Program; formulate a new GMS plan of action
(POA) that (i) is consistent with the POA of the forums and working groups; and (i) incorporates
expected results, indicators of performance and progress; time frame for implementation; and
institutions responsible for implementation and coordination.

Increase emphasis on three aspects in approach: (i) complementing cross-border infrastructure
with “pro-poor” measures, (i) safeguarding interests of vulnerable groups, and (iii) containing
and mitigating undesirable effects of subregional cooperation.

Strengthen further the interface between national and subregional plans, policies, and programs
for poverty reduction.

Establish a system for monitoring and quantifying the poverty impact of subregional programs
and projects, and highlight and replicate positive results of GMS poverty reduction projects.

Build more flexibility into subregional programs and projects, taking into account varying
capacities.

Incorporate capacity-building components into subregional programs and projects; continue and
increase effectiveness of capacity-building programs to narrow the gap in capacities.

Ensure that the GMS Program proportionately benefits the small players, especially in social
development, institution, and capacity building.

GMS countries to progressively assume greater responsibility for managing the GMS Program.
Consideration could be given to the phased introduction of “standing chairs” of GMS forums and
working groups (see recommendations on institutional arrangements).

Expand communications within and among GMS countries at various levels of government and
sectors of cooperation.

Disseminate information on the GMS Program more widely, especially at the local level.

Improve in-country linkages and coordination among government agencies involved in the GMS
Program at the central and local levels.

Expand engagement with civil society; pursue consultative mechanisms in the design,
implementation, and monitoring of subregional programs and projects.

Intensify information dissemination efforts, including use of local languages.

Continue to strengthen the role of the GMS-BF; make the GMS-BF a regular member of Trade
Facilitation Working Group (TFWG) and Subregional Investment Working Group (SIWG); invite
the GMS-BF to meetings of the forums and working groups on transport, energy, and tourism.

Expedite implementation of the SFA-TFI and prepare a strategy and action plan focused on
investment promotion and facilitation (see also recommendations on trade and investment
facilitation).

Expedite action on the proposed GMS Investment and Trade Guarantee Facility.
Explore and develop additional means of mobilizing resources from both official and private

sources, including the setting up of a GMS infrastructure fund, and the establishment of a GMS
guarantee facility (see above).
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Table 3: Summary of Recommendations

Conclusions/Findings Issues/Challenges

C. Issues and Challenges continued

¢ Improving coordination with other regional and
subregional initiatives

¢ Strengthening institutional mechanisms and
arrangements

D. Sectoral/Thematic Programs
1. Transport
* Need to sustain progress in physical connectivity.

* Need to ensure the successful implementation of
CBTA.

* Need to transform transport corridors into economic
corridors.

* Need to address the negative impact of subregional
transport projects.

2. Energy
* Need for a road map for developing a regional energy
market to systematically manage the process and
address complex technical policy and institutional

issues.

¢ Need to address effectively the social and
environmental impact of hydropower projects.

3. Telecommunications
* Need to have a region-wide telecommunications

strategy and action plan.

* Need to address organizational issues,
including reviewing the role of the subregional

Recommendations

Continue measures and initiatives to improve donor coordination for GMS development,
including free and continuing flow of information to development partners, conduct of Mekong
Development Forum and regular consultations with development partners, and dissemination of
the GMS development matrix.

Use the GMS-SF, together with GMS sectoral frameworks, to help coordinate the activities of
various institutions and initiatives that have subregional programs in the GMS.

Maximize complementarities with ASEAN; review agreements and MOUSs signed in ASEAN in the
sectors and areas covered by the GMS Program and begin to implement these on a pilot basis,
whenever feasible; serve as a link between ASEAN and the PRC in areas of common interest,
where possible.

Continue to strengthen the capacity of national focal points; improve in-country coordination in
the sectors and areas of cooperation; and continue holding regular meetings of national focal
points of GMS countries.

Strengthen further the role of GMS forums and working groups, particularly in preparing
strategic frameworks, action plans, and monitoring and resolving implementation issues.

Where feasible, establish separate secretariats for forums and working groups in GMS countries
(e.g., Working Group on Environment [WGE] and TWG) with GMS countries assuming
responsibility and support to forums and working groups on a phased basis.

Further improve coordination and interaction among forums and working groups through such
modalities as (i) cross attendance in meetings; (i) presentation of overall GMS progress report in

meetings of all forums and working groups; and (iii) preparation of annual reports.

Examine how GMS institutional arrangements should evolve over the longer term.

Continue to improve physical connectivity in the GMS by identifying and implementing priority
projects in GMS TSSS.

Expedite ratification of CBTA.
Ensure timely and effective implementation of CBTA in pilot border-crossing points.

Provide capacity-building inputs in border-crossing points in the form of training and facilities and
equipment support.

Help facilitate formulation and approval of enabling laws needed for CBTA implementation.

Continue and intensify efforts in EWEC to promote trade, investment, and tourism; initiate
planning for the other priority GMS corridors.

Take timely and effective measures to mitigate the negative impact of subregional transport
projects.

Consider and endorse a road map for developing the regional energy market with indicative time
frames and milestones.

Consider social and environmental impacts of hydropower projects early in the project planning
process; strengthen collaboration and coordination between the GMS working group on
environment and the subregional energy forum.

Prepare a GMS telecommunications development strategy and plan to guide future efforts in
GMS telecommunications development, building on initiatives being taken for development of
ISN in the GMS.

Consider the following options: merge the ISN implementing group and the ISN steering
committee and have STF perform the functions of the steering committee; or replace the STF
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Table 3: Summary of Recommendations

Conclusions/Findings Issues/Challenges
D. Sectoral/Thematic Programs continued
telecommunications forum (STF) and providing

clear mandate to subregional cooperation in the

telecommunications sector.

Need to define a work program for promoting ICT in
rural and remote areas in GMS.

. Tourism

Need to prioritize 29 projects listed in the tourism sector
strategy (TSS).

Need to restructure and streamline the administration of
the Mekong Tourism Coordination Office (MTCO).

Need to facilitate pilot implementation of the proposed
GMS visa scheme.
Need to energize the annual GMS tourism promotion

conference or event.

. Environment

Need to implement the CEP effectively and to closely
monitor and evaluate the progress of CEP components.

Need to clarify allocation and use of resources.

Need to expand and deepen engagement with civil
society.

Need to strengthen the influence of WGE.
Need to strengthen the role of EOC.
. Human Resource Development (HRD)

Need to clarify strategic and program focus.

Need to strengthen institutional arrangements and
support to the Working Group on Human Resource
Development (WGHRD).

Need to pursue cooperation on labor migration issues.

. Agriculture

Need to mobilize resources for CASP implementation.

Recommendations

with the steering committee, with ISN becoming the core program for GMS telecommunications
development.

Formulate a concrete program of cooperation for promoting ICT in rural and remote areas in GMS.

Establish clear priorities among the projects listed in the TSS and prepare an action plan based on
the agreed priorities.

MTCO to review its structure, administrative procedures, and marketing and development plans
to enhance the effectiveness of its operations.

MTCO executive director to seek funding from various sources, including development partners,
to make the operations of MTCO self-financing.

MTCO to look into the progress of discussions between Cambodia and Thailand on the GMS visa
scheme and endeavor to assist in resolving outstanding issues to the extent possible; inform the
non-pilot GMS countries on the status and results of the pilot scheme.

Consider the following measures: (i) making the focus of the event issue oriented and more
responsive to the interests of the private sector, (i) using the format of the ASEAN tourism forum,
(iii) synchronizing the event with a major regional or international meeting (e.g., GMS ministerial
or summit meeting), (iv) getting more support from national tourism organizations, and (v)
increasing cosponsorship arrangements.

Closely monitor implementation of CEP components and conduct evaluation periodically; prepare
WGE annual report as planned.

Continue with the practice of reporting allocation and use of resources in WGE meetings; include
financial aspects in the annual report of WGE.

Expand and improve information dissemination efforts, increase practice of participatory
approaches, and highlight results that clearly demonstrate the political will of GMS countries to
address major environmental concerns in the GMS.

Strong and clear mandate to be given to WGE by leaders’ summit and MM; consider designation
of WGE representative/s as a member/s of SOM.

Intensify efforts of EOC to facilitate full and effective participation of GMS countries in EOC
operation and CEP implementation.

Prepare a GMS strategic framework and action plan for cooperation in HRD, emphasizing besides
CDC, training, and capacity building on practical skills (e.g., entrepreneurship, small and medium
enterprise development).

Consider (i) constituting three subgroups under WGHRD—education (skills development), health,
and labor—with the possibility of secretariat support being provided by other development
partners; or (i) narrowing down WGHRD's scope of work to education (skills development) and
labor, and establishing the proposed health forum.

Ensure continuity in domestic institutional and personnel arrangements in support of subregional
cooperation in HRD.

Revisit subregional cooperation on labor migration issues and prepare a concrete work program
for cooperation.

Leverage initial funding commitment from ADB to mobilize support from other development
partners.
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Table 3: Summary of Recommendations

D. Sectoral/Thematic Programs continued

Need to enhance coordination with a large number
of development partners and subregional/regional
initiatives.

Need to promote and maintain strong ownership.

8. Trade and Investment

Need to expedite implementation of SFA-TFI.
Need to prepare strategic framework and action plan for
investment promotion and facilitation.

Need to ensure coordination between SFA-TFI and
CBTA.

Need to enhance coordination with other regional
initiatives, especially ASEAN.

Need to strengthen the work of TFWG and SIWG, as well
as to improve coordination between them.

Ensure that sufficient resources, in terms of secretariat support and related services, are made
available for coordination purposes; and clarify the role of participating institutions in CASP
implementation.

Encourage active participation of GMS country representatives in meetings of GMS Working
Group on Agriculture (WGA); organize separate workshops to discuss technical papers and issues,
focusing WGA discussions on cooperation policy and programmatic issues.

Accelerate implementation of key activities under the SFA-TFI; and review target dates in SFA-TFI
to ascertain if they are still realistic and feasible.

Prepare strategic framework and action plan to promote and facilitate investment in close
collaboration with the private sector.

Coordinate more closely the activities being pursued under the SFA-TFI and CBTA.

Maximize complementarity between ASEAN and the GMS Program by (i) “jump-starting”
implementation of relevant agreements and MOUs signed in ASEAN; and (ii) helping facilitate
interface between ASEAN and the PRC on specific trade and investment initiatives by virtue of the
PRC’s membership in the GMS.

Synchronize the timing of meetings of the two working groups; in cases where this is not
possible, arrange for cross attendance; strengthen secretariat support to TFWG and SIWG.
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Appendix 1

GMS SUMMIT

o
3 NOVENBER 2002

Joint Summit Declaration

GREATER MEKONG SUBREGION SUMMIT
Phnom Penh, Cambodia
3 November 2002

“Making it Happen: A Common Strategy on Cooperation for Growth,
Equity and Prosperity in the Greater Mekong Subregion”

Preamble

We, the Heads of Government of the
KingdomofCambodia, thePeople’sRepublic
of China, the Lao People’s Democratic
Republic, the Union of Myanmar, the
Kingdom of Thailand and the Socialist
Republic of Viet Nam, assembled for the
first time in Phnom Penh, Cambodia for
the GMS Summit of Leaders on the tenth
anniversary of the Program of Economic
Cooperation in the Greater Mekong
Subregion (GMS Program), to reaffirm our
commitment to the subregional economic
cooperation,

Acknowledgingthatstrongpartnerships
and cooperation among GMS countries
is important in promoting economic and
social development, reducing poverty, and
protecting the environment,

Convinced of the mutual benefits to be
gained from closer trade, investment and
other forms of economic cooperation,

Affirm our strong commitment to
advancing growth, equity and prosperity
in the Greater Mekong Subregion through
economic development cooperation.

A Decade of Fruitful Progress

We applaud the significant progress
achieved during the first decade of the
GMS Program. Through our joint efforts,
and with the valuable support of the Asian
Development Bank and other development
partners, new opportunities for develop-
ment have been created.

Our most important achievement has
been the growing trust and confidence
among our countries, which has provided
a favorable environment for trade and
investment, economic growth and social
well-being. Our key initiative, now at
an advanced stage of development, is
a transportation network linking the
subregion. We have takenmeasures to
facilitate the movementof goods and people
across our common borders, to increase
the benefits of infrastructure investments.
We have succeeded in marketing the GMS
as a single tourism destination. We have
undertaken energy investments of mutual
benefit and agreed to regional power trade
arrangements. We have taken measures to
better interconnect telecommunications
systems in the subregion, which will
contribute to reducing the digital divide.
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From the outset we have recognized
that social and environmental factors are
essential for sustainable development. We
have agreed on a strategic environmental
framework for integrating environmental
factors in planning for development. We
have taken steps to address shared chal-
lenges in human resources development,
including education, training and health.

Notably, we have established effective
institutional mechanisms for promoting
economic cooperation over a wide range
of sectors, which is essential for advancing
the GMS Program.

Our Vision

Our vision is of a GMS that fulfills its vast
potential, freeing people from poverty
and providing sustainable development
opportunities for all. Our vision is of
unity of purpose, where GMS countries
are equal partners in the joint pursuit of
growth, equity, and prosperity character-
ized by enhanced mutual understanding
and benefits, expanded common ground
and friendly consultations. Our vision is
of a subregion committed to peace and
stability as the foundation for steady
economic growth and social progress. Our
vision is of a subregion that is competitive
in the globalized world, more integrated,
harmonious and prosperous.

Our Commitment

To realize our vision, we will integrate
GMS development programs in our respec-
tive national agenda. We will complete
the infrastructure investments needed to
strengthen productivity and competitive-
ness in the GMS. We will complete the
transport corridors critical to linking the
subregion and promoting trade and invest-
ment. We will coordinate our strategies to
ensure that transport corridors evolve into
economic corridors, enabling agricultural
diversification, industrialization and the
creation of employment opportunities.

We will accelerate the implementation
of “software” arrangements of infrastruc-

ture linkages. We will expedite the full
implementation of the Framework Agree-
ment for the Facilitation of Cross-Border
Movement of Goods and People. We will
facilitate pilot-testing of single-stop cus-
toms inspection with a view to imple-
menting this procedure at our shared
borders.

We will accelerate energy develop-
ment through mutually beneficial initia-
tives, including implementation of the In-
tergovernmental Agreement on Regional
Power Trade in the GMS. We will develop
basic telecommunications infrastructure
linking the subregion, in accordance
with respective national circumstances,
together with the formulation of policy
and regulatory frameworks conducive to
information and communications tech-
nology.We view the private sector as the
engine of growth for the GMS. We will
continue to create a favorable trade and
investment climate to foster private sec-
tor initiative and participation, especially
for small and medium enterprises.

We will pursue initiatives to further
enhance trade and investment. An action
plan on trade and investment facilitation
should be formulated including informa-
tion sharing and capacity building. This
will also support the ASEAN-China Free
Trade Area and the process of trade lib-
eralization and economic integration of
ASEAN.

Such accomplishments will enable
the GMS, a market of nearly 300 million
people, to take full advantage of its
strategic location as a central link for
Asia.

We view people as the subregion’s
most important development resource.
We are committed to promoting their
fullest potential through joint initiatives
for human resource development.
Recognizing that poverty cripples human
potential, we will strive to meet the
Millenium Development Goals, including
halving the incidence of poverty by 2015.
We will take joint action to address other
areas in developing human potential,
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including the protection from trafficking
of women and children, and combating
the spread of HIV/AIDS and illegal drug
production and trade.

We welcome and support the GMS
Phnom Penh Plan for Development
Management for which ADB has provided
initial financing. We expect the Plan
to play a key role in promoting better
understanding among the GMS countries
as well as in developing the human
resources needed to expand and sustain
regional cooperation in the GMS.

We must and will better protect our
environment. We will take responsibility
and leadership for the sustainable
management of our national and shared
resources. We pledge to implement relevant
international agreements on sustainable
development including the Kyoto Protocol
and the goals advanced at the World
Summit on Sustainable Development.

We strongly endorse the Ten-Year
Strategic Framework for the GMS Program,
and the Eleven Flagship Programs, the key
means through which closer economic
cooperation and prosperity will be
achieved.

Making it Happen -
Partnership in Fulfilling
the Vision

Our governments, acting together,
have a decisive role in fulfilling the shared
vision of the GMS. We appreciate the role
of bilateral and multilateral development
agencies, non-government organizations,
the private sector and civil society in
helping to make economic cooperation
in the GMS a success. We will continue to
strengthen our active partnerships with
them in pursuing our development goals.

We recognize and appreciate the role
of ADB as a catalyst and core supporter
of the GMS Program. We call on ADB to
continue and broaden its coordinating and
supporting role to GMS.

Together, we:

* resolve to intensify our cooperation to
realize our individual and combined
subregional potentials;

* look forward to strengthening our
relationships ~ with  development
partners and seek their support and
participation in our joint efforts in
developing the GMS; and

* commit to Making it Happen ---
Growth, Equity and Prosperity in the
Greater Mekong Subregion.

His Excellency Samdech Hun Sen
Prime Minister, Kingdom of Cambodia

His Excellency Zhu Rongji
Premier of the State Council,
People’s Republic of China

His Excellency Bounnhang Vorachith
Prime Minister,
Lao People’s Democratic Republic

His Excellency Senior General
Than Shwe

Chairman of the State Peace and
Development Council,

Union of Myanmar

His Excellency
Thaksin Shinawatra
Prime Minister,
Kingdom of Thailand

His Excellency Phan Van Khai
Prime Minister,
Socialist Republic of Viet Nam
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Appendix 2

The Second GMS Summit

KUNMING DECLARATION

“A STRONGER GMS PARTNERSHIP FOR COMMON PROSPERITY”

Kunming, Yunnan, China
4-5 July 2005

Preamble

We, the Heads of Government of
the Kingdom of Cambodia, the People’s
Republic of China, the Lao People’s Dem-
ocratic Republic, the Union of Myanmar,
the Kingdom of Thailand and the Social-
ist Republic of Viet Nam, met in Kunming,
China for the Second GMS Summit. We
were pleased to be joined in our discus-
sions by the President of the Asian Devel-
opment Bank (ADB).

At the First GMS Summit in Phnom
Penh three years ago, we set our vision of
an integrated, harmonious and prosper-
ous sub-region, and our vision of a GMS
characterized by steady economic growth,
social progress and environmental sustain-
ability. With our joint efforts, our vision is
gradually being turned into reality.

Today, we reaffirm the commitments
to our vision. We are determined to
carry forward our development agenda
that seeks to fulfill its vast potential,
lift people from poverty and promote
sustainable development for all. And we
resolve to achieve that goal by further
enhancing connectivity, competitiveness
and community building.

I. Achievements and Challenges

We are encouraged by the success of
GMS cooperation over the past 13 years
and appreciate the significant progress
achieved so far, particularly since the first
GMS Summit. We are satisfied with the

evolvement of a more integrated, focused
and policy-oriented cooperation process,
a stronger partnership among member
countries and other stakeholders, as well
as practical results generated from a wide
range of specific projects and initiatives.

We acknowledge ourindividual and col-
lective efforts and achievements obtained
in enhancing important infrastructure and
reducing non-physical barriers, especially
in the energy and transport sector, in order
to create a more desirable and competitive
trade and investment environment. We
also take note of our expedited and deep-
ened cooperation in such fields as tele-
communication, environment, tourism,
agriculture and human resources devel-
opment, all of which are inherent compo-
nents for advancing the GMS program. In
particular, we are pleased with the signifi-
cant progress in the alleviation of poverty
in the GMS.

We witness the regional and global
situation undergoing profound changes.
Threats, old and new, are intertwining. We
shall carry forward our future cooperation
to tackle the threats confronting us, which
include poverty, development gaps, and
emerging threats to human security, such
as terrorism and cross-border crimes,
especially drug smuggling and trafficking
of human beings. The spread of infectious
diseases such as HIV/AIDS, Avian Flu,
environmental degradation, and the
menace of natural disasters are also serious
threats that call for greater surveillance
and response preparedness.
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To meet the challenge, we shall sharpen
our vision and redouble our efforts for
the future. We shall also consolidate the
fundamental principles underpinning our
success and reaffirm our commitment to
partnership.

Il. Guiding Principles for GMS
Cooperation

Throughout the GMS process, some
commonly accepted principles have grad-
ually developed from our cooperation.
These principles have been playing a cata-
lytic role in maintaining the momentum
of the GMS process by laying down the
ground rules, shaping our common agen-
da, and keeping us focused on the most
pressing priorities. We highly value and,
when moving ahead, shall stand steadfast-
ly by the principles.

The principle of equality and
mutual respect has constituted the solid
foundation for our cooperation since
the inception of GMS. GMS members
share common aspirations for common
prosperity of the sub-region. All members,
despite the diversity in geographic and
economic conditions, are equal partners in
GMS cooperation and can exert concerted
and collaborative efforts in the pursuit of
common goals.

Consensus-building in decision-making
has been instrumental in enhancing
solidarity in the sub-region. Coupled
with flexibility on inter alia, timing and
participation, this approach, to the largest
possible extent, accommodates the different
needs and concerns of different members
while reflecting the common interests of
all. We have managed to build broad-based
support for our common development
agenda, and above all, for advancing our
process at the project-level by conducting
thorough consultations and pooling our
comparative advantages and strengths.

Pragmatism and an outward-looking
orientation are key to bringing about the
GMS vision. One of the most important
lessons we have learned is that we can
only be as successful as we are action-
oriented, result-based and need-driven in
our approach. By taking this approach,
the GMS program has delivered practical

results in a wide range of specific areas
and brought significant benefits to our
people.

The step-by-step approach has proven
to be pertinent and effective in promoting
the GMS cooperation. Given the enormous
tasks ahead of us, we should expand
and deepen our cooperation gradually,
focusing on both short-term urgent priority
programs and strategies based on longer-
term needs. By doing so, we will cooperate
in an orderly and effective manner with
tangible results.

Ill. Road Ahead towards Sustainable
Development

In line with our vision, we reaffirm our
commitments in pursuing the Millennium
Development Goals (MDGs). We undertake
to adopt appropriate policies and measures
to accelerate GMS cooperation agenda as
reflected in the GMS Strategic Framework.
To this end, we will redouble our efforts in
the following four key areas.

» Reinforcing Infrastructure for
Development

Cross-border infrastructure is key to
economic development and prosperity
in the region. A well-built, seamless,
multi-modal infrastructure is essential
to the facilitation of trade, movement of
people and the provision of basic services
throughout the whole region. We therefore
commit ourselves to fully ‘connecting
GMS'’. To that end, we commit to sustained
and greater inputs to strengthen the sub-
regional infrastructure linkages through a
multi-sector and holistic approach.

We support the development of a sub-
regional transport sector strategy next
year that will identify critical transport
links not only among the GMS countries
but also with our neighbors in South and
Southeast Asia. We agree to complete the
major transport links along the East-West
corridor by 2008 and along the North-
South and Southern Coastal corridors
by 2010. To promote greater efficiency,
we have agreed to expand cooperation
in transport infrastructure to include
railways, air transport and waterways.
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We are encouraged by the considerable
progress in negotiating the annexes and
protocols of the Cross-border Transport
Agreement and the commencement of its
implementation. We instruct our ministers
to complete the negotiations of the
remaining annexes and protocols by the
end of 2005 and to move with speed and
purpose to implement the Agreement at an
increasing number of border crossings. We
will take all necessary domestic measures
to ensure that the Agreement can be
implemented starting in 2006.

We urge the accelerated completion
of the telecommunications fiber optic
network. We will work together to harness
the power of ICT to transform the digital
divide into a digital dividend by using it
to empower people and build knowledge-
based economies. The implementation of
the GMS Information Super Highway will
be at the core of this endeavor.

We are also committed to move
swiftly to complete the work on the power
trade operating agreement that will
create transparent rules and regulatory
framework for regional power trade.
We have agreed to ensure subregional
energy security by expanding energy
cooperation to include improvement of
energy efficiency and alternative sources
of energy especially on biofuel by making
use of our agricultural products that are
available within the subregion.

» Improving Trade and Investment
Environment

The GMS is committed to creating a
conducive and competitive environment
for trade, investment, and private sector
development. To strengthen market fun-
damentals, we will promote financial ef-
ficiency, a sound policy, and institutional,
legal, and regulatory framework, and un-
dertake further facilitation and harmoni-
zation of trade and investment regimes.

We endorse the GMS Strategic
Framework for Action on Trade Facilitation
and Investment (SFA-TFI) that commits to
time-bound, specific measures to reduce
trade and business transaction costs in
the sub-region. We direct the ministers
and officials to develop and implement

concrete plans of actions to give effect to
the SFA-TFI in close collaboration with
our development partners, including the
private sector.

We recognize the private sector as
the engine of GMS growth and value
its contribution. We must make greater
efforts to build capacity of the GMS
Business Forum and ensure a more
active role for it. We welcome the fruitful
outcomes from the dialogue between us
and the business community on 4 July.
To maximize the potential of the private
sector, we will ensure that industry and
business are involved in the planning and
implementation of GMS programs so that
these become relevant and responsive to
their needs.

» Strengthening Social and Environ-
mental Infrastructure

Social infrastructure holds another
key to realizing our vision for reduced
disparities and common prosperity
because it enables social equity and the
harmonization of our community. Hence,
we affirm our unyielding commitments to
acceleratedomesticand sub-regional efforts
to create an enabling environment for
improving social infrastructure including
increasing human and institutional
capacity building.

We affirm that poverty alleviation
remains at the core of our development
efforts. Despite the considerable progress
made, poverty endures. The levels of
poverty are still unacceptable. The high
rates of economic growth we have recently
witnessed motivate us to further eradicate
poverty so that the benefits of growth are
equitably distributed. We shall continue
to direct our regional initiatives to impact
positively on the poor. In order to maximize
these efforts, we shall call for more
holistic community-based actions which
integrate all efforts from multi-sectors
and stakeholders by providing them with
greater opportunities for economic and
social infrastructure.

We are aware that the agricultural
development is essential to poverty
reduction since poverty is largely a rural
phenomenon across the GMS, Thus,
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we pledge to accelerate cooperation in
the agriculture sector, giving priority to
improving farmers’ livelihood and ensure
food security for the poor through technical
assistance such as the launching of the
GMS agricultural information website. We
will focus on collaborative efforts on the
cross-border dimensions of agriculture.
We therefore call for the early convening
of the meeting of the GMS agricultural
ministers. We also agree to take up the
issue of prevention and control of animal
epidemics among GMS countries.

We emphasize the importance of
knowledge and technologies in improving
our competitiveness. We are also convinced
that human resource development
represents great potential for development
in the sub-region. We are determined to
better empower our people and enhance
human capacities to face the challenges
of globalization. Our public institutions
have to be better equipped to design and
manage a complex development agenda.
We acknowledge the effective role of
Phnom Penh Plan in building capacity
and urge the expansion of this well-
designed program to maximize coverage
and to expose our officials to cutting edge
development technologies. To bridge the
knowledge gap and give us the competitive
edge in world markets, we will also step
up efforts at building knowledge-based
society through expanded cooperation
in education and training and by way of
developing tertiary education institutions
and promoting their networking.

In the wake of new health threats such
as SARS and avian flu, we will step up
cooperation in health programs. In 2005,
a communicable disease control program
will be established. It will strengthen
surveillance and coordination systems
at our borders. In this context, we urge
the Ministers to consider establishing
a continuing mechanism to strengthen
health surveillance and coordination.

Environmental  conservation and
sustainable management and use of shared
natural resources in the Mekong river basin
are vital to the sustainable development
in the sub-region. We are determined to
protect our natural environment and are
committed to use our natural resources

wisely. We reaffirm to undertake our
commitments to the environmental
protection as set out in the Plan of Action
to Implement the Joint Declaration on
ASEAN-China Strategic Partnership for
Peace and Prosperity adopted on 29
November 2004, Vientiane, Lao PDR. We
welcome the recommendations by the
ministers on the implementation of core
environment program, together with local
communities and development partners
at their meeting in Shanghai, China in
May 2005. We congratulate the GMS
Environment Ministers for launching
the Biodiversity Conservation Corridors
initiative and the three-year action
plan. This will conserve our terrestrial
biodiversity and protected areas in the
economic corridors as they are developed.

Tourism is a key job creator in the
GMS and brings particular benefits to local
communities. It is universally recognized
as an area of GMS comparative advantage.
We welcome the recommendations of the
GMS Tourism Strategy Study to support a
more holistic and coordinated approach
to tourism development, including the
implementation of identified high-priority
projects, and the promotion of pro-poor
and environment-friendly tourism. We
urge the marketing of the GMS as a single
tourist destination and encourage further
work to develop a GMS visa.

The considerable initiatives in physical,
environmental and social infrastructure,
and in trade and investment, will
require strengthened GMS institution
capacities, and especially, in the GMS
national secretariats. We are committed
to strengthening those capacities to better
coordinate and manage GMS Program.

» Mobilizing Resources and Deepening
Partnership

We have to find the significant financial
resources to implement our priority
development programs. The development
community has become our staunch ally.
We greatly value its contribution to our
cooperative efforts. We will strengthen and
expand our relationships with development
partners to draw on their considerable
reservoirs of expertise and resources. We
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will also intensify partnerships with the
private sector, academe and civil society
organizations.

We recognize and highly appreciate
the unique and dynamic role that ADB
has played in catalyzing and supporting
the GMS program. Its task, however, has
become more complex and urgent. ADB
needs to play an even larger role and to
support us at higher levels of resource and
knowledge transfers. Its role in bringing

the GMS onto the center stage of economic
integration in Asia will be crucial.

We look forward to meet again at the
3rd GMS Summit in Lao PDR in 2008.

In conclusion, we pledge ourselves to
a closer and stronger GMS partnership for
common prosperity. We are confident that
with our concerted effort the vision we
embrace here will over time come to full
fruition.
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Appendix 3

Selected Macroeconomic Indicators of GMS Countries
1992, 2000-2005

Item China, People’s Myanmar Viet Nam
Republic of

GDP per capita (current, $)
1992 415 - 144
2000 946 - 402
2001 1,038 - 415
2002 1,132 176 440
2003 1,270 - 484
2004 1,486 - 553
2005 1,697 - 622
2006 1,999 - 724

GDP growth (%)
1992 14.2 9.7 8.7
2000 13.3 13.7 6.1
2001 8.3 11.3 6.9
2002 9.1 12.0 7.1
2003 10.0 13.8 7.3
2004 10.1 13.6 7.8
2005 10.4 13.2 8.4
2006 10.7 - 8.2

Consumer price inflation (% annual change)

Ul N
(o] - N

w

[oe) |

1992 6.4 21.9

2000 0.4 0.2) (1.7)
2001 0.7 (0.4)
2002 (0.8) . .
2003 1.2 24.9 3.1
2004 3.9 . 7.8
2005 1.8 10.7 8.3
2006 1.5 - 7.5

Merchandise exports (% annual growth)
1992 18.1 114.1 21.2
2000 27.9 33.8 25.2
2001 6.8 43.0 6.5
2002 22.4 (3.9) 11.2
2003 34.6 12.6 20.6
2004 35.4 8.2 31.4
2005 28.5 = 22.5
2006 26.0 - 23.0
Openness ratio?® (%)

1992 27.7 2.8 50.8
2000 38.7 0.9 91.5
2001 37.6 0.9 92.7
2002 41.8 0.6 98.0
2003 50.7 = 113.3
2004 58.4 - 125.3
2005 62.5 = 127.6
2006 65.7 = 136.4

Current account (as % of GDP)

1992
2000
2001
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Selected Macroeconomic Indicators of GMS Countries
1992, 2000-2005

Item China, People’s Myanmar Viet Nam
Republic of
2002 2.4 (0.0) (1.9)
2003 2.8 (0.0) (4.9)
2004 3.6 (3.4)
2005 7.2 0.4
2006 8.6 (2.1)
Foreign direct investments (in million $)
1992 11,008 474
2000 40,715 1,289
2001 46,878 1,300
2002 52,743 2,023
2003 53,505 1,894
2004 60,630 1,878
2005 60,325 1,972
2006° 64,468 4,100
Gross domestic investment (as % of GDP)
1992 36.2 -
2000 32.8 29.6
2001 34.2 31.2
2002 37.9 33.2
2003 41.2 35.4
2004 43.3 35.5
2005 43.3 35.4
2006 449 -
Tourist arrival®
1995 1,015,442 120,205 1,351,296
2000 2,230,241 260,616 2,140,100
2001 2,398,503 295,354 2,330,050
2002 2,666,950 301,024 2,627,988
2003 1,650,301 269,205 2,428,735
2004 2,276,800 241,938 2,927,873
2005 2,996,272 232,873 3,467,758
2006 3,375,880 208,863d 3,583,486
Human development index?
1990
1995
2000
2004

— = not available, % = percent, GDP = gross domestic product, GMS = Greater Mekong Subregion, Lao PDR = Lao People’s

Democratic Republic.

Openness ratio is defined as the ratio of total trade to GDP at current market prices.

b FDI net inflows based on balance of payments.

FDI for the Lao PDR refers to gross FDI.

Data for the PRC include only tourist arrivals for Guangxi Zhuang Autonomous Region and Yunnan Province.

d Human development index (HDI) is a composite index measuring average achievement in three basic dimensions of human
development—a long and healthy life, knowledge and a decent standard of living.

Sources: ADB. 2007. Asian Development Bank Outlook 2007; ADB. 2006. The Greater Mekong Subregion Beyond Borders: Regional
Cooperation Strategy and Program Update 2007-2008; and United Nations Development Programme. 2006. Human Development
Report 2006.
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Appendix 5

GMS Economic Corridors
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Appendix 6A Road Transport Network, 1992
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Appendix 6B

Road Transport Network, 2006
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Appendix 6C

Road Transport Network, 2015
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