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Motivation Ve, .,

» Unrealized agrofood and hydroelectric potential in the GMS are
immense and could be guarantors of sustained prosperity.

» This region’s climate and soils are congenial to very high agricultural
productivity, but investment in agriculture is severely constrained by
low average incomes.

» Seasonal rainfall and elevation change across the GMS confer
enormous hydroelectric potential, but again investments thus far have
only realized a small fraction of this.

> Investments that stabilize and more effectively distribute annual water
flows, while at the same time harvesting renewable energy, could
dramatically increase per capita agrofood production and incomes,
securing the basis for long term growth and regional economic
convergence.

» This situation presents a strong case for active policy intervention,
promoting public and/or external investment to unlock the subregion’s
energy and agrofood potential.
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Cumulative Hydropower
Capacity in the Mekong Basin e
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Mekong Hydroelectric Capacity
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Irrigation Infrastructure
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Rice yields
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Beware of Trade-offs: Low food prices are moe
important to the poor than low energy prices. g
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Scenarios for Regional Resource Fﬂf i

Development and Change w,g,

1. Baseline: Calibrating the regional economies to a detailed
gIobaI database, we project using consensus estimates for
"Business as Usual’ policies.

2. Climate Change (CC): Reduction in annual Mekong water
available to agriculture, 20% less than Baseline by 2030.

3. Accelerated Hydroelectric Power Development (Hydro): Double
average planned rates of GMS hydropower expansion, from
3.7%lyr to 7.6%, targeting 20% of potential by 2030.

4. lrrigation Investment (Agro) — Expanded water storage and
conveyance raise irrigated agricultural capacity by 5%/yr.

5. Regional Economic Integration (REI): Assume that the in GMS
countries the stock of FDI rises to at least 10% of GDP by
2030. We further assume that barriers to trade in electric power
and agrofood products are removed.

Note: Scenarios are sequentially inclusive.
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Macroeconomic Impacts:
Real GDP (percent change from Baseline in 2030)
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Regional Integration and
Economic Convergence
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Salient Findings

» Climate-induced water scarcity could adversely affect
GMS agriculture, but this can be offset by agrofood
productivity growth.

» The benefits of hydroelectric development alone, without
complementary water development for agriculture, are
mixed.

» Including agrofood water development strategies more
than doubles the benefits of hydro alone for each country.

» Policies that facilitate regional integration, implicating
private agency including enterprise investment and supply
chain integration, significantly amplify the benefits of
resource development strategies, nearly doubling gains
across the GMS as a whole.

» Integration gives its biggest growth stimulus to the lower
income GMS countries.
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Conclusions

» The Greater Mekong Sub-region (GMS) encompasses
renewable fresh water resources that offer enormous potential
for agrofood and renewable energy production.

» Using a dynamic forecasting model that tracks five national
economies included in the subregion and their linkages the
global economy, we find that investments in water
infrastructure and efficiency can indeed promote stronger and
more inclusive regional growth.

» The greatest potential lies with mtegrated storage and
conveyance systems that support water’s three leading
ecosystem services: food security, public health, and
renewable energy.

» Our results also suggest that institutional innovation, especially
more determined initiatives to promote regional economic
integration, will be essential to fulfill the vast economic promise
of the subregion for all its inhabitants, especially the poor.
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Thank you
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