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Thank you very much Mr. Chairman. The Asian Development Bank (ADB) is honored to participate in this mid-term review of the Almaty Programme. ADB works in all the Asian Landlocked Developing Countries (LLDCs) with a focus on transport and trade. As such, this event is of great relevance to us, and we thank the United Nations for organizing this forum.
 
Asia’s growth story is well known, with much attention lavished on its booming coastal economies. Asia’s landlocked countries tend, however, to enjoy the spotlight less often, despite their impressive economic gains of late. In fact, their overall rates of growth, at 10.3%, now compare very favorably with their coastal peers. 

Looking back to the outset of the Almaty Programme in 2003, the Asian LLDCs had varying starting points. Eight countries, Azerbaijan, Armenia, Kazakhstan, Kyrgyzstan, Mongolia, Tajikistan, Turkmenistan, and Uzbekistan, were at different stages in economic restructuring. Another Central Asian LLDC, Afghanistan, had endured massive conflict damage; consequently, external economic ties had had little opportunity to grow. In South and Southeast Asia, Bhutan, Lao People’s Democratic Republic and Nepal were characterized by low GDP/capita levels, and with economies still dominated by agriculture. 

Moving forward to 2008, we see a remarkable upswing in economic performance. Countries like Azerbaijan, Kazakhstan, Turkmenistan, and Uzbekistan have benefited from their investments in hydrocarbons. Large hydropower investments in Bhutan and Lao PDR have contributed to rapid economic growth. Mongolian growth has been spurred by high levels of foreign direct investment (FDI), especially in mining. Afghanistan, similarly, stands to benefit from a recent $3 billion investment in its mining sector. 

Contributing to this upswing have been burgeoning ties with the LLDCs’ neighbors, including India, People’s Republic of China, the Russian Federation, Thailand, and Viet Nam, all of which have become major export markets and sources of FDI. Simply said, the economic growth enjoyed in these countries is being extended, as businesses invest and trade across national boundaries.

A further boost has come from increased ties between the LLDCs themselves. One million tourists visited Lake Issyk-Kul in Kyrgyzstan last year, for example, up from 300,000 the year before. The growth was accounted for mainly by Kazakh tourists, and was facilitated by the greatly improved transportation links between the two nations.

While economic growth has reduced poverty, rates remain high, averaging about 30%. As advised by the Secretary General earlier today, many LLDCs are not on track to meet the Millennium Development Goals (MDGs). Bringing poverty rates down and achieving the MDGs will require economic diversification to create employment. As demonstrated by so many Asian nations, greater access to overseas markets and participation in global production networks will be needed to achieve this.

The challenges faced by the LLDCs in this regard are well known. Remoteness from import and export markets,  difficult terrain and severe weather are all factors which contribute to high transport costs, cutting both competitiveness and purchasing power. Current infrastructure, technology and management are often substandard, and logistics services have limited capacity to handle demanding transport and trade requirements. Lengthy customs delays further exacerbate these constraints, with unpredictability deterring business. 

Again there is positive news to report in how so many Asian LLDCs have responded strategically to these challenges. President Enkhbayar underscored today the importance of regional cooperation. Many LLDCs have engaged increasingly in regional initiatives, such as the Central Asia Regional Economic Cooperation Program (CAREC), and the Greater Mekong Subregion (GMS) groupings. I would also note that PRC, a major market, investor and transit country, is a member of both groupings. In addition, both CAREC and GMS use international agencies, including ADB, as sources of investment financing and know-how. The result is an effective multilateral partnership, centered on the LLDCs, and whose strength is a pragmatic focus on building connectivity between member nations. 

 CAREC and GMS have many achievements to their name, and which stand to unlock their vast potential further. Under CAREC auspices, for example, over $1.5 billion has been committed for transport infrastructure, with the aim of turning members’ landlocked status to their advantage as a land-bridge for Eurasia. CAREC has identified 6 transport corridors, including connections between Europe and East Asia, East Asia and South Asia, and Russia to PRC. This will give businesses an alternative mode of transporting goods inter-regionally. 
I would cite two examples: Daewoo car parts can now be shipped more speedily from the Republic of Korea to Uzbekistan, through Kazakhstan. Toyota parts from Japan can now be transported via the Eurasian land-bridge directly to St Petersburg in Russia. This latter rail option is shorter than shipping by about 20 days. Clearly this is of benefit.
This regionalization of development suggests that international support for the transport sector should align itself accordingly. In this regard I would like to highlight a few areas where international support can be focused, based on ADB’s own experience.
The membership of any regional grouping will be diverse in terms of economic strength. However, for regional groupings to work effectively, all members must be able to participate on a level footing. Enabling this is a key role that international support can play.

Loan financing is the principal instrument used by ADB in CAREC and GMS for major investments. Recognizing the differing levels of debt-bearing capacity among Asian LLDCs, ADB makes available highly concessional and grant financing to certain countries, and market-based loans to others. This approach permits all members to fund their required share of regional projects.

Given limits on national budgets, regional projects must compete with domestic ones for funding. This can pose a disincentive to invest regionally. ADB addresses this by increasing its financial resources dedicated for regional operations. Coming on top of national financing allocations, this ensures that regional investments do not need to compete directly with domestic projects. 
Regional cooperation requires regional institutions. However, member countries’ ability to participate in such institutions will, of course, vary. Again, international support can play an equalizing role: in CAREC and GMS, for example, ADB acts as the Secretariat. International support can help build up the necessary capacities for effective regional organizations, including the development of a cadre well-versed in international transport, such as in the critical area of customs. International agencies can also help make available the necessary knowledge and skills to permit international best practice to be applied in regional operations, whether for strategic planning, or for project execution.
Developing infrastructure is a costly business with LLDCs’ investment needs far surpassing the resources available to most LLDCs and international agencies. Tapping the private sector is a logical means for filling this gap, and international support can facilitate this. Engaging in dialogue on regulatory reform, or providing political risk guarantees are just two examples of how this can work in practice.

Finally, international agencies can support LLDCs to address regional public goods issues in transport projects. This could range from promoting environmental safeguards in regional transport projects, or on methods for preventing the transmission of communicable diseases, such as avian flu or HIV/AIDS.

Looking to the future, ADB is optimistic that regional solutions offer a pathway to prosperity for the Asian LLDCs. While we expect the LLDCs’ growth to slow somewhat with the current global turbulence, we predict that the LLDCs will continue to grow, and that greater interaction with their neighbors, with regions beyond, and with the support of the international community, will all play a major role. 


Thank you!
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