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1. Why physical connectivity?

Physical connectivity should be upgraded
nand-in-hand with institutional connectivity.

Particularly in ASEAN and East Asia,
production networks are the strength.

— Unprecedented fragmentation and agglomeration
of economic activities

— 2" unbundling (Baldwin (2010)



Figure 1 The fragmentation theory: Production blocks and

service links
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Figure 2 Production networks: The US-Mexico nexus versus

East Asia
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Figure 3 Two-dimensional fragmentation: An illustration
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Figure 4 Agglomeration and dispersion in new economic
geography

Dispersion effects:

Avoiding congestion including wage hikes,
land price surge, traffic jam, pollution problems
Location advantages such as low labor costs

Agglomeration effects:
Vertical inter-firm production linkage
Proximity to market

s
|
E

Reduction in trade costs

Source: ERIA (2010).
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Figure 5 Shares of machineries in total exports/imports

of manufacturing goods to the world in 2007
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Figure 6 Location of manufacturing sub-sectors (2005)
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Figure 7 Nominal GRDP per-capita (2005) and industrial
agglomerations
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2. The assessment of logistics
infrastructure in ASEAN

 The development of logistics infrastructure
closely links with the degree of participation in
production networks.

— Logistics Performance Index (LPI) 2010 by WB
— Doing Business 2010 by WB

— By transport modes
e Roads
e Railways
e Ports and marine transportation
e Airports and air transportation



Figure 8 LPI Ranking and Scores 2010
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Sy

Consistent Logistics

The

s

Original source: Connecting to compete 2010, Trade Logistics in the Global Economy

Source: ASEANM Secretariat (2010a).
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Figure 10 AMSs Standardized Scores of Six Indicators on Ease of Trading Across Border
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Figure 11
Traffic Volume on Asian

Highways

Source : ASEAN Logistics
Network Map Study, JETRO,

20089.
Drawn from ASEAN

Secretariat (2010a).
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Figure 12
Railway Network in all AMSs

Source : ASEAN Logistics
Network Map Study, JETRO,

2009.
Drawn from ASEAN

Secretariat (2010a).

2011/05/30-06/01



Figure 13
Major ports in ASEAN and their
cargo handling

Source : ASEAN Logistics Network
Map Study, JETRO, 2008.

Drawn from ASEAN Secretariat
(2010a).
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Figure 14

Major airports in ASEAN
And the frequency of
flights

Source : ASEAN Logistics
Network Map Study, JETRO,
2009,

Drawn from ASEAN
Secretariat (2010a).
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3. Initiatives in ASEAN and East Asia

e Comprehensive Asia Development Plan
(CADP) (ERIA (2010))

— Three-tier development strategies in terms of the
degree of participation in production networks

 Master Plan on ASEAN Connectivity (ASEAN
Secretariat (2010b))

e Brunei Action Plan (ASEAN Strategic Transport
Plan) (ASEAN Secretariat (2010a))



Table 1 Infrastructure Development in Tier 1 by CADP

Logistics infrastructure

Other economic
infrastructure

Urban and social
infrastructure

1. Road / bridges

Highway system, bridges and
bypass roads in and around
metropolitan areas

Access roads/bridges to
gateway ports/airports

2. Railways

Urban public transport
system (subway, LRT, MRT)
and railways to connect
urban and suburban areas

3. Ports / maritime

Sizable port facility to cater
massive container
transactions and specialized
loading facilities

Airports

4. Sizable airport facility to
cater massive movements of
passengers and freight

1. Industrial estates / special
economic zones

High-tech park with private
initiatives

2. Energy [/ power

Stable and ample supply of
electricity and energy for
both industries and
residences

3. Telecommunication
Infrastructure services for
innovative society

1. Water and sanitation,
medical and others
Metropolitan and social
infrastructure for urban
amenity

2011/05/30-06/01
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Table 2 Infrastructure Development in Tier 2 by CADP

Logistics infrastructure

Other economic
infrastructure

Urban and social
infrastructure

1. Road / bridges
Middle-distance roads for
connecting industrial
centers, logistics hubs, and
neighboring industrial
ageglomerations

Sub-urban road system for
avoiding congestions

2. Railways

Development of regional
arterial railway networks

3. Ports / maritime
Upgrading major ports to
enhance handling capacity
4. Airports

Upgrading major airports for
both passengers and cargos

1. Industrial estates /
special economic zones
SEZs in border areas and
population centers

2. Energy [/ power

Stable and ample supply of
electricity and energy for
industries

3. Telecommunication
Development / upgrading of
trunk telecommunication
networks

1. Water and sanitation,
medical and others
Improving water and
sanitary conditions in urban
areas

2011/05/30-06/01
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Table 3 Infrastructure Development in Tier 3 by CADP

Logistics infrastructure

Other economic
infrastructure

Urban and social
infrastructure

1. Road / bridges
Long-distance road
connection and rural road
networks for various
industrial development
Sub-urban road system for
avoiding congestions

2. Railways
Middle-distance railways for
resource-based industries
3. Ports / maritime
Upgrading of local ports

4. Airports

Upgrading / development of
local airports

1. Industrial estates /
special economic zones
Industrial estates in growth
nodes

2. Energy [ power
Development of power
plants taking advantage of
location advantages

Local supply of electricity
and energy

3. Telecommunication
Local telecommunication

networks

1. Water and sanitation,
medical and others
Improving water and
sanitary conditions

2011/05/30-06/01
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Figure 15 Three sub-regions proposed by CADP
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Figure 16

Simulation results by GSM

Scenario 7
All Corridors

| O Scenarios 4. 5, and 6 are implemented.

All
Ranking by Region Ranking by Country

Reagion Country EMEHI I Country EMEHI -
Kota Lhokssumawe Indonesia 533.7% || Myanmar 145.8%
Asahan Indonesia 485.8% || Vieinam 114.6%
bamuju Utara Indonesia 480.8% || Lacs 95.3%
Kota Pematang Siantar | Indonesia 463.4% || Thailand 98.6%
Raokanhilir Indonesia 432.8% || Cambodia a7.8%
Indragiri Hilir Indonesia 419.2% || Indonesia B5.0%
Kota Binjai Indonesia 411.4% || Philippines T3.4%
Kota Kediri Indonesia 410.3% || Malaysia 6.4 %
Kota Tanjungbalai Indonesia 408.1% || India 45.6%
Soc Trang ietnam 404.4% || Singapore 28.2%

100% or mars 254 || China 25.4%
Numbar of regions with 50% to 100% 239 || Bangladesh 23.0%

0% to S0 #46 || Hong Kong 8.2%

Less than 0% 17 || Macao d4.1%
Total Econemic Effects in 356 Regions 54.77% || Brunei 2.7%

2011/05/30-06/01

Source: ERIA(2010).
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Table 4
»> Summary table: the number of listed projects

5 t
L., - = - g
E @ 8 E § i £ i g‘ E - -
5 |5 g| E| 8| g| & §| 2| 2 z g £E| =
3 5 |52 2| 5| 2| £| E| & H
Total 695 452 190 &1 2| 103] 169 77| 23] 26| 52 0| 60/ 188 11| 33
Priority )
Top Promy 170 113] 51 14 1| 18] 33 1 3l 8 25] ol 28 57 I 18
Priority 166) 87| 56] 23 of 19 &3 6| 7 fi 17 0 7| 48 1 10§
Normal 359 2521 B3| 24 1| e8] &3] 7ol 13] 12 10 of 27| &3 o 5
[Tier
Tier 1 178] 108] 63 of of a5] of [ of 18] of 22 es] ] 20|
Tier 2 M3 217] 59| 45 1 s8] 60| 28] 10] 22| 27 0 110 4 T
|_[Tier3 204] 126] 68 10 1| 45| B4] 51 6l 4 71 of & 13 6 &
Type
Public S41] 3s8] 146] a45] 2] es] 1] T ] 28] a5 54| 125] 11 17
PPP 154 04| 44 16 1] Bl 48 | 1 7 0 6 B3 0f 16
Sector
Logistics 443 278 128] 44 2| 60l 108] 58] 13] 18] 48] o 39 100 & 18
- Road / Bridge 227] 150 66 1 1| a7] 54 43] 2 6] 2 o] 10 49 s 7
Raulway 66 51 i ] 0 & ]| 3 ]| . 0 ol 18] 18 | 4
: Parl /' Maritirme 99 44 41 22 1 Bl 34 1 5] g 18 0 T 23 0 B
- Airport 36| 28 6 2 ol 6 4 7 1 1 il o 2 8l 3 1
Other Economic 201] 148] 45| 10| o 32 45] 221 7 & 3l o 21| 78] 3] g
Industrial Estate / SEZ 56 56 0 0 0 B ]| T ]| 3 0 0 Bl 28 0 Fi
. Energy / Power 135] 80] 45| 10 of 17| 45| 13| 7] 3] 3 o 11| 47 2| 5
- Telecommunication 12| 11 1 o] o =& 1 2l o 2 o o 2 3 1 ol
Urban and Social 49| 25] 17 7 ol 11 18 o 3 o 3l o of 10 o 4
Others (Soft) 2 s 0 0 1] 0 0| ]| o 0 0 0 0 0| 0| i

Source: ERIA (2010).
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> Summary table: cost estimates

2011/05/30-06/01

Mekong BIMP+ IMT+ ALL Sub-regions

Pubic | PeP |Subtotal Publ: | PeP | Subetotal Pubi: | PeP [ Subetotal Public | PPP |Subtotal
Top Priosty | 130205 | 35721 | 175928 frop Prioety | 41088 15.208| sezafropproay | 2m o arafvop priority| 16065 | 51927 | 23202
Tiert [proty | 28817| a134| srgstfpony | aowr| zems| et oty 5| us|  wwfprody | 50| sam| wt
forma o) o] atpema | 1me] aoms| 323fema ma| o omoNommal | 1gs| 2015] 3
betotal | 168203 | 39855 | 20848 fsubotar | s1284] 20154| migsefsubtetat | 1216] 215|400 fsubstotal | 220793 e0283] 281,076
Pubic | FeP | Subotal Putl: | FPP | Subetotal Pubic | PeP [ Subetotal Public | PPP |Subtotal
TopProty | 4076 3458| 78%fTopProiy | s4ts| 1005| samfteoprody | 38| 274a| sors|ropprioy| sew| 7200 te0z
Tier2 [Pty 615¢| assa] ety sssr| o] ey 1501 we| 2suslpdoty | 13an| sest| taam
Woma | 31716| 4348] 36065 fuorma 1602| 2301 3908 [orma 32| 27| agiNomal | ssen| sges| ssess
botal | 41946 11357 s3303fsubtota | 11573 3997| 1ssrofsubtotat | sses| 3m2| 9311 [subtotal | ssges| 19108 78184
Putic | FeP | Subtotal Putl: | FPP | Subetotal Pubic | FPP [ Subetotal Public | PPP |Subtotal
Top Prionty 0 0 0 |Top Priceity 0 0 0 |Top Pricrity 0 0 ﬂ[lupFr‘rHitr 0 0 0
Tier 3 |Prory 2| 11m0] 1.202[Pronty A 2 2] 5| 27 |Priory 59| 129] 1288
fpiorma 5277| 1683[ 16960 Joma 8o29| 248] 11,398 poma 21 of  set|Nommal | 25028 41s2] 1m0
lsubtotal | wwzwe| zsrs| wanfsuvtota | suse| 2493 11847 [Sub-total 5 15| vaslsubdora | mper| sa| mass
| Public | PP [ subetotal] Public | PPP |Subtatal Public | PPP |Subtatal Public | PPP |Subtotal
I'll}p Priority| 143,281 | 40,176 | 183,437 ITI}F Priority| 45503 16212] E1.M5 ITI}F Priarity e8| 2M8| W ITl}p Priority| 169,381 53,137 | 248519
#:: Pioity | as:2| 78| wasmolprioty | 1462 357| 18216 [priosty 278| 1108| 3fpriosity | s11m| 12572 s4m
|| arass| eost| sizssiNomal | t16e0| emes| 18524 Noma ara2|  os| sotefworma | eager| tais1| 7esss
|Sub-total | 225508 | 54085| 219623 [Subsotal | T1811| 26644| 9846 [Subtotal | 7518| 4132] 11,650 [Grancuiotal | 304867 | 84861 369,728
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> Selected prospective projects in Mekong sub-region

| Vientiane International Airport Security and Safety Improvement |
o - | Nam Theun 2 and Nam Nguin 2 Hydropower Plant_|., Hanoi
. N ] s | - Ports: Cai Lan, Lach Huyen
5 i . 1,‘} ﬂ.""'-..x i | - Noi Bai Airport terminal 2, Expansion of Cat Bi Airport
| - - s L.;_'_,J*ﬁ__ { ¥, - Rail link from Hanoi: Hai Phong, Noibai, Lang Hoa Lac
Special Border Zone at Myawadi s - Hoa Lac high tech park, Vietnam space center
| Route No.8:  Kawkareik-Mawlamyyne - Thaton . w: . - ICT infrastructure enhancement
Yangon port;  Quay cranes _ ; a . E,x‘"
Thilawa port improvement c};.,_ A D :] ............ North-South High Speed Railway (to HCMC)
RN Vlentmne WAL e St
Pharma & biotech city in Ayutthaya . o NSEC x\ o Savarnnakhet airport improvement
s .-" LY Tt e -
IT & ITES part in Phthum Thani CDZ e Yango-‘h '\_ ) “11‘-3_ e SEZ in Savarnnakhet
/ e
4 /’r \8'\/' LA e ‘\
hﬁ & yawadi A L R S . .
Upgrading Dawel airport M*awlarrfyamg Khon (})<aen Savannakhet A;‘"‘f-\ | Border Trading Zone in Dansavanh
1 i o

D?WE' deep sea port : : : Da Nang airport: Passenger terminal
Highway: Kanchanaburi - Dawei Da Nang port improvement
SEZ/FTZ in Dawei
Multimodal logistic park in Dawei 4 SKRL: PP -Loc Ninh-HCMC

Bangkok

- MRT network
- Suvarnnabumi airport: Phase 2 development
- Laem Chabang port: Phase 2 development

- Highway management improvement

SKRL: Poipet - Sisophon (48km)
Poipet Industrial Estate
Koh Kong Industrial Estate ?.:.

2011/05/30-06/01

Enhancement of port security, improvement of
port maintenance, port related procedures, port
management and operation.

—=
'; LY —
% \
L Y s o

- Cross-border facility at Bavet-Moc Bai

" Ho Chi Minh City (HCMC)

- Bypass and express ways around HCMC

- Cai Mep-Thi Vai port: development, improvement
- Rail link:  HCMC - Vung Tau, HCMC -My Tho
" | - Software technology park, petro-chemical complex
- Transmission line: Can Tho — HCMC

- Power plants in O Mon

| Mekong bridge in Neak Loung (NR1) |
| Phnom Penh port rehabilitation |
_ | Reconstruction of NR3:  PP-Kampot |
| Expressway: PP - Sihanoukville |

] Sihanoukville airport upgradation |

| Sihanoukville port expansion |

26



> Selected prospective projects in IMT+ sub-region

i :' Bangk S «.._'5, I!:. 'h
I: f
A g{, “\\L Ry
Phuket Port improvement . 1{ B
| Songkhla Port:  Dredging channel and improvement

Pakbara New Cargo Port

.

lq. -""..:Songkh la Kuala Lumpur
. % .| - KLIAcapacity enhancement

- LRT expansion in KL

Ulee Port improvement
- - Banda Ache
Mafahayati Port improvement -.O"-— -

Enhancement of vessel traffic system in Malacca Strait
Development of integrated security system in Malacca Strait

Medan — Binjai Toll Road

Belawan Port improvement

New Medan Airport

Medan — Lualanamu - Tebing Tinggi Toll Road

Dumai Port expansion
Pekanbaru — Kandis — Dumai Toll Road

Palembang Port; Dedging channel
Palembang - Indralaja Toll Road

Tegineneng — Babatan Toll Road
Bandar Lamp %&’-.

Bander Lampung — Bakahuni Highway

27
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> Selected prospective projects in BIMP+ sub-region

Manila

Manila port expansion, Subic port

- 1stand 2 LRT line extension

Metro Manila C6 Expressway

- NAIA Expressway and MIAA's international cargo terminal
Cavite-Laguna North South Highway

- Clark dryport development
<~5~1 ) ‘t::ww”auhtlcal ryport develop
| Zamboanga Port:  New container terminal e \t 'g ways
o _! f * -‘“‘ | Bypass around General Santos, Korondal, Palo, and Tuguegarao
| Balikpapan Port:J New container terminal J/ Cebtl " Port inmrovement and expansion: Davao, General Santos, Zamboanga, etc.

Muara port container terminal

l‘Davao

Bomeo Economic Corridor: Enhancement of port security, improvement og port maintenance, port

related procedure and port management and operation

Pontianak Port:  Dredging channel and expansion

| Bitung Port:  Expansion of terminal |

LT 1 Upgradation of Trans-Sulawesi Road / Western Sulawesi [EDC

- Jakarta New Port

Railway connection to Soekarno Hatta Airport
Jakarta MRT

- Intelligent Traffic System in Jabotabek

‘| Coal railway: Palaci - Bangkuang |

- Water supply improvement 5o
i Ban Jarm-aél

o & o .'*.—.".-.. stl‘ra__b wya

-

, , ~8em ; ) =
Java high speed railway © ara_hg__, --_4 i -ﬂ;}v_m,-.,:_-m-_;_w —
Tanjung Emas Port:  Deep water terminal De”&""sar = ‘f’,f"
.-r g | Jayapura Port:  Expansion of multi-purpose terminal
Surabaya | Eastern Indonesia geothermal power plants
- Greater Surabaya Metropolitan Port
- Tanjung Perak port: New terminal and access road, | Kalimantan IEDC | | Makassar port container terminal
and power plant repowering
- Surabaya MRT

28
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4. Essence of public-private
partnership (PPP)

e Investment demand for infrastructure

 Theoretical foundation of PPP
— When is PPP relevant?
— Market failure and the role of government
— Economic viability of the project
— Additional gains from private incentive
— Price and non-price competitiveness

 Toward designing Asian PPP



» \Why is the public-private partnership needed?

Development stages, governance

2011/05/30-06/01

Public 100%

PPP

Private 100%

Economic viability of the project
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> Market failure with which government intervention is possibly justified

Market failure Examples

At the firm or plant level
Existence of economies of scale At the industry or macro level
In industrial agglomeration

Social net benefits > project net benefits
Existence of positive or negative (e.qg., infrastructure projects)
externalities Social net benefits < project net benefits
(e.g., pollution industry)

Existence of goods with non-rivalry and
Existence of public goods non-excludability (e.g., rural access roads)

Monopoly, oligopoly
Existence of imperfect competition State monopoly

Liquidity constraints (e.g., shortage of
SME finance)
Super large infrastructure projects

Existence of imperfect competition
and/or uncertainty




> Price and non-price competitiveness of private players in open bidding

Non-price competitiveness
A

Community indifference curve Il

The pool of private players

ommunity indifference curve |
>

Price competitiveness

32
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5. Toward more prosperous and
equitable ASEAN and East Asia

ASEAN and East Asia present a new development
strategy.

Connectivity is the key to further enhancing the
competitiveness of the ASEAN economy.

— Institutional connectivity by AEC

— Physical connectivity by infrastructure development

The “establishment” of AEC in 2015 is not a final goal.
Still far from a “perfectly integrated economy.”

As for logistics infrastructure development,
connectivity for Tier 3, linkage for Tier 2, and
innovation for Tier 1 should be promoted.



GDP per capita in 2020 in extended East Asian countries

GDP/capita (USD) 1995 2000 2008 2020 Estimate

Australia
Singapore
Brumnai
Japan

Mew Faaland

South Korea

Malaysia

Thailand

China 601 946 3.235 B&M
Indonesia 1,056 B4 2,247 6,859
Fhilipoines 1,059 arT 1.647 6,675
Yietnam 284 396 1.041 3,800
India 450 41 860 3,584
Cambodia 403 287 754 2,336
Laos 370 303 g52 1,948
Myanmar 125 191 529 1,172
East Asia Average 2,847 2660 43277 8579

Figures for past (nomenal) GOF per capita are from ADB, Key inatcators for Azle and the Peciic 2009 and UM, Wond Populsiion Prospects; The 2004
Revizion. Future forecasis are ERIA esbmates, taking into saccount the trends, mpact analysis of developrment policies ate.
Source: Fujimaoto, Hara, and Kimwra (2010).
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