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Preface

In pursuit of building an ASEAN Community by 2015, ASEAN adopted the 2010 Master Plan
on ASEAN Connectivity (MPAC), which set forth a set of infrastructure, trade facilitation, and
community-building strategies to promote economic, political, and social integration. To keep
track of the Connectivity initiative, the ASEAN Connectivity Coordinating Committee (ACCC)
developed an ASEAN Connectivity Implementation Matrix / Scorecard (ACIM), an assessment
tool to monitor progress on physical, institutional, and people-to-people connectivity strategies
and activities. The ACIM has evolved from a project dashboard report to provide a more
comprehensive representation of the outcomes related to progressing ASEAN Connectivity.
Since the start of the MPAC implementation period in 2011, the ACIM has been reviewed and
improved, with an aim to incorporate more systematic, quantitative assessment of

Connectivity and MPAC key actions and strategies.

This Final Report on Enhancing ASEAN Connectivity Monitoring and Evaluation presents the
status of MPAC strategies and priority projects, progress to date on measures of ASEAN
Connectivity, and observed and projected impacts of MPAC and improved connectivity
measures on economic development and people to people connectivity. The report also
presents progress to date on application and revision of the ACIM, including recommendations

for improvements to the Monitoring and Evaluation program.

The World Bank, through its Singapore Infrastructure Hub, is providing technical assistance
(TA) for enhancing the ACIM at the request of the ACCC and the ASEAN Secretariat (ASEC)
and with funding from the ASEAN-Australia Development Cooperation Program Phase I
(AADCPII). In collaboration with the ACCC, the World Bank reviewed the initial ACIM
framework and alternative methods of monitoring and evaluating connectivity and proposed a
set of systematic, largely quantitative indicators of connectivity linked to the MPAC's three
strategic dimensions and 19 strategies. The report presents the application of this revised
strategy-level evaluation tool and makes recommendations for its expanded and improved
use at the close of the implementation period and beyond.

The First Interim Report summarized progress made by the World Bank from December 2013
to February 2014, based on early discussions to define the monitoring and evaluation
framework, including assessment of the ACIM as it had been applied to that point. More
importantly, the report framed the theoretical and methodological base for proposed indicators

of connectivity. These indicators have since been further refined. The Second Interim Report
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presented the Bank’s assessment of the status of ASEAN Connectivity by way of the revised
ACIM and served as a key input for the Final Report.

This report is authored by a World Bank team from the Singapore Infrastructure Hub including
Darwin Marcelo (Task Team Leader), Cledan Mandri-Perrott and Schuyler House. Jared
Haddon and Rong Hui Kan provided valuable inputs. The Institute of Developing Economies,
Japan External Trade Organization (IDE-JETRO) provided Geographic Simulation Modeling
and contextual inputs based on extensive geographic and economic analysis of the region. A
team of economists at the Asia Competitiveness Institute (ACI) at the Lee Kuan Yew School
of Public Policy, National University of Singapore, led by Professor Tan Khee Giap,
contributed the SVAR Multiplier Effects models and supported gravity modeling and indicator
inputs. The team would like to especially thank Mr. Lim Chze Cheen of the ASEAN Secretariat

for his helpful guidance and comments throughout.
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Executive Summary

In pursuit of building the ASEAN Community, ASEAN has embarked on a course to advance
regional Connectivity. Adopted in 2010, the Master Plan on ASEAN Connectivity (MPAC) set
forth nineteen strategies for enhancing Connectivity in achieving wider goals of enhancing
competitiveness and economic growth, narrowing development gaps, and deepening social
and cultural understanding amongst Member States. As ASEAN approaches end 2015, the
Enhancing ASEAN Connectivity Monitoring and Evaluation (M&E) report takes stock of
progress to date and draws out lessons for the next stage of ASEAN’s Connectivity journey.

The realization of an integrated ASEAN Community demands connectedness via improved
and expanded transport, communications, and energy infrastructure; the reduction of barriers
to trade and investment; and the opening of new opportunities for ASEAN-wide
communication and exchange. The MPAC provides a blueprint for such advances via three
strategic dimensions, each accompanied by strategies and key actions:
Physical Connectivity: Improving transportation, information communications,
energy, and technology infrastructure,
Institutional Connectivity: Building effective processes, rules, and structures to
facilitate the free flow of goods, services, investments, and skilled labour; and
People-to-people Connectivity: Promoting social and cultural understanding amongst
the peoples of ASEAN.

Charting the Course for Enhanced Connectivity

A review of the MPAC involves three broad components. The first examines how Connectivity
has progressed, and in particular, the role that the MPAC has played. The second sets forward
a course for the Connectivity vision leading up to 2025. This too, calls for reflecting on
performance to date to identify key areas of strength and weakness and potential policy levers
to advance Connectivity. The third sets out improvements to the M&E system to allow for
ongoing adjustment, policy reformulation and benchmarking. In this Executive Summary, we
first summarize the state of ASEAN Connectivity, drawing on quantitative analysis and
economic modeling, then follow with a discussion of implications for the future, both with

respect to Connectivity policy and the M&E system.



Implementation of Master Plan on ASEAN Connectivity: 2011-2015

The assessment of progress on Connectivity relies on quantitative indicators associated with
each of the nineteen Connectivity strategies and a series of economic models. The indicators
illustrate the current state of Connectivity and demonstrate degrees of progress, while the
economic models evaluate MPAC's specific role in advancing Connectivity and integration.

The indicators and economic models (see endnotes) show a number of policy areas that have
progressed well. Significant improvements were observed, particularly for process-oriented
and institutional measures related to transnational trade and people mobility. There has been
a significant increase in land crossings in Thailand, Laos and Cambodia, for instance, and
many Member States have experienced appreciably increasing scores on indices like Trading
Across Borders! (as measured by the World Bank Doing Business project) and the Logistics

Performance Index (LPI).

Other policy areas require further attention, either due to low performance or their key
importance to future development. For example, geographic simulation models suggest that
air and maritime sector development are particularly significant to projected trade volumes
and growth. But indicators show that, while air services liberalization has developed apace,
maritime developments are more modest, hampered by long gestation periods in port
construction and problems associated with port efficiency and quality. Similarly, progress on
the Singapore-Kunming Rail Link (SKRL), inland waterways development, and the

development of the Trans-ASEAN Gas Pipelines (TAGP) are lagging.

Overall, the indicators and models show that Connectivity has increased, but to varying
degrees of effect. While institutional measures have largely progressed apace, there remain
opportunities based on process harmonization and the implementation of key liberalization
policies that constitute ‘easy wins’. Although some of the physical infrastructure components
that make up the MPAC programme have progressed steadily, others encountered resource
mobilization challenges. These areas of lower performance constitute opportunities for future

development towards greater ASEAN Connectivity by 2025.

1 This measures the time and cost associated with importing and exporting goods



Physical Connectivity Progress

Fundamental to the MPAC are interventions for improving and expanding the physical
connections between ASEAN markets and societies. The construction of new infrastructure
and the rehabilitation of existing assets aim to reduce the transaction costs of regional trade
and mobility, as well as increase access to technology, communications and energy
resources. This includes infrastructure projects like the ASEAN Highway Network (AHN), the
SKRL, the Trans-ASEAN Gas Pipeline and the ASEAN Power Grid (APG), as well as more
general sectoral initiatives to improve maritime networks, inland waterways, multi-modal
transport, and information and communication technology (ICT) coverage.

Construction and rehabilitation of the AHN )
Figure 1. AHN overall length by road class (km)

and the APG have progressed well over the
30,000 -
implementation period (2011-2015). 2,559 25,981
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25,000 -

26,594
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10.6 per cent), between 2010 and 2015. 20.000 1 = Below Il
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! ®Primary
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Upgrading works, most importantly associated with Transit Transport Routes (TTRs), have
progressed in Cambodia, Laos and Vietnam, but require continued attention to reach their
targets. The most important issue looking forward is the upgrading of Below Class Il roads
for prioritized TTRs that remain incomplete, particularly in Laos and Myanmar. Project
preparations are under way to upgrade two priority TTRs in Laos: AH-15, linking Ban Lao and
Namphao and AH-12, linking Vientiane to Luang Prabang. Of the three TTRs marked for
upgrading in Myanmar, a 93 km stretch of the AH-3 from Kyaington to Mongla has been
upgraded, while AH-1 and AH-2 are in progress.

2 |t should be noted that these were at Below Class Il standards.
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Figure 2. AHN road length by road class and Member State (km)
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Similarly, the APG has made significant progress following good progress on construction of
interconnections. Eight of the 16 APG projects have projected commercial operation dates
(CODs) between 2015 and 2020. Electricity trade between Thailand and Laos is likely to
increase with APG project nine, which connects the two Member States, building upon existing
high levels of bilateral electricity trade.

Table 1. ASEAN Power Grid Project Status Update, HAPUA, May 2015

Interconnection Project Earliest COD

1. Peninsular Malaysia — Singapore Post 2020

2. Thailand — Peninsular Sadao — Bukit Keteri Existing

Malaysia Khlong Ngae - Gurun Existing
Su Ngai Kolok - Rantau Panjang TBC
Khlong Ngae — Gurun (2nUl Phase, 300MW) TBC

3. Sarawak - P. Malaysia 2025

4. P.Malaysia - Sumatra 2020

5. Batam - Singapore 2020

6. Sarawak - West Kalimantan 2015

7. Philippines - Sabah 2020

8. Sarawak - Sabah — Sarawak —Sabah 2020

Brunei Sabah — Brunei Not selected

Sarawak — Brunei 2018

9. Thailand - Laos Roi Et 2 — Nam Theun 2 Existing
Sakon Nakhon 2 — Thakhek — Then Hinboun Existing
Mae Moh 3 - Nan - Hong Sa 2015
Udon Thani 3- Nabong (converted to 500KV) 2019
Ubon Ratchathani 3 — Pakse — Xe Pian Xe Namnoy 2019
Khon Kaen 4 — Loei 2 — Xayaburi 2019
Nakhon Phanom — Thakhek 2015
Thailand — Lao PDR (New) 2019-2023

10. Laos - Vietnam 2016-TBC
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11. Thailand - Myanmar - Cambodia (new) 2018-2026

12. Vietnam (new) TBC
13. Laos - Cambodia 2017
14. Thailand — Cambodia (new) Post 2020
15. East Sabah — East Kalimantan Post 2020
16. Singapore — Sumatra Post 2020

Source: Project update, HAPUA, May 2015

Other Physical Connectivity projects have enjoyed less progress, most notably the SKRL. Of
the 1285 km missing rail links targeted in the MPAC for construction by 2015, the SKRL
expanded by only 6 km, with construction completed for a link from Aranyaprathet, Thailand,
to the Cambodian border in 2016. The remaining 1259 km of missing links are currently in
various stages of planning targeted for completion by 2020. Progress has been slow due to
low traffic projections, competition for resources from other development projects and
substitution by alternative transport sectors, including road and air. Similarly, in the energy
sector, the development of the TAGP has been limited to progress on one domestic link within
Indonesia, between Kalimantan and Java. Though intra-ASEAN imports in the natural gas

sector grew between 2010 and 2013, trade increases were not attributable to the TAGP.

Further efforts are required to expedite the development of inland waterways and the
establishment of an integrated maritime network. Data on river trade is limited to 2011-2012,
but preliminary analysis suggests that Laos and Cambodia may have experienced increased
cargo throughput in river ports. Nevertheless, river networks, especially in Cambodia, Laos
and Myanmar, remain underdeveloped for trade and transit and require further support.
Similarly, while seaport container throughput has increased, particularly in Thailand, Myanmar
and the Philippines (Figure 3), maritime sector development has lagged with respect to
physical and institutional targets. Vietham and Myanmar are the only two Member States to

have appreciably increased liner shipping connectivity over the MPAC period (Figure 4).

Figure 3. Sea container throughput, Thailand, Myanmar, Philippines (thousand tons)
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Source: ASEAN-Japan Transport Partnership, 2015
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Figure 4. Liner Shipping Connectivity Index
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There are, however, opportunities for improvement: the establishment of a roll-on/roll-off

(RoRo) network is in the early stages of planning, following feasibility studies conducted in

2012-2013; and ASEAN is working on implementing the Roadmap for an Integrated and
Competitive Maritime Transport in ASEAN (RICMTA) and the ASEAN Single Shipping Market

(ASSM). Updated status reports on ASSM rules on foreign ownership, access, port

productivity and efficiency, and local content laws would provide helpful qualitative data to

contextualize the degree of shipping liberalization.

Figure 5. Global Competitiveness Indicators, Quality of

port infrastructure®
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Source: GCI, 2015
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Progress in port quality has been
somewhat uneven (Figure 5). While
many Member States have improved
facilities, a key emerging issue is the
relative efficiency and quality of
services. Rehabilitation and good
planning in the sector are equally as
important to maritime competitiveness
as new developments.

The need for further support for sector

development is  corroborated by

simulation models, which demonstrate the high potential impacts maritime sector

development, particularly the RoRo network, could have on regional GDP growth leading up

to 2025. These results suggest that maritime development is key to trade connectivity.

8 Some Member States not included due to unavailability of data.
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With respect to ICT, Connectivity has increased for all countries, but at a pace generally similar
to pre-MPAC growth. Philippines and Cambodia have experienced the most apparent
increases in Internet use growth rates during the MPAC period, and Cambodia has also
experienced a significant increase in mobile telephone subscriptions. Further ASEAN
mapping of mobile network coverage would inform a more comprehensive assessment of the

access to mobile telecommunications across the region.

Figure 6. Internet users per 100 inhabitants
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Figure 7. Mobile telephone subscriptions per 100 inhabitants
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Source: Global Competitiveness Indicators, 2015

Lastly, the establishment of an integrated multi-modal transport system is a key area of
development. This is supported by economic modelling and prospective simulations that
demonstrate important complementarities between trade and transport strategies.

Geographic Simulation Models (GSM) project the economic impacts of several key MPAC
interventions, including upgrading AHN roads and building missing links, constructing SKRL
missing links, developing the RoRo maritime network, liberalizing air services and improving
border facilitation. While the models suggest that, as individual interventions, border

14



facilitation and the development of maritime and air transport would have the largest impact,
the most interesting results demonstrate the importance of network complementarities. The
simulated impacts of key interventions in combination yield growth effects 9 per cent higher
than the sum of results from individual interventions. The projected complementarity reaffirms
the need to monitor and promote the development of multi-modal networks and highlights the

need to enhance coordination with respect to infrastructure planning.

Figure 8. Projected impacts of ‘Al MPAC  To measure development of an integrated
interventions in combination’ on GRDP by 2025*

N\ multi-modal network, further analysis, including
mapping and optimization, requires data on
cargo flows passing through transport nodes
(e.g., air to road). In the absence of this data,
the Logistics Performance Index (LPI) is used
to proxy overall performance of logistics
systems. LPl scores demonstrate overall

improvement in the sector (Figure 9).

"o Indonesia, Thailand, and Vietnam experienced
*Note: with Non-Tarrif Barriers (NTB) reduction sharp increases in logistics quality and
competence and infrastructure quality, while Cambodia experienced a significant increase in

logistics quality.

Figure 9. Overall LPI, % of highest performer's score
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Institutional Connectivity Progress

Over the MPAC implementation period of 2011-2015, regional trade integration has increased,
suggesting that improved physical trade transport assets coupled with increased trade
facilitation and improved border management have had an appreciable impact on the structure
and pace of trade. These results are corroborated by analyses that show higher economic
multiplier effects within ASEAN in 2011 and beyond (Figure 10).

Figure 10. Multiplier effects on ASEAN-8, comparing 2001-2010 to 2011-2013, by trading partner
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It is important to note, however, that major external trade partners like the OECD nations and
China exhibit higher multiplier effects on ASEAN economies than do other Member States,
both before and after the MPAC (Figure 11). The major external trade partners also

demonstrate significantly higher increases in multiplier effects following the MPAC.* These

4 Structural Vector Auto-regression analysis demonstrates increased integration during the MPAC period as
compared to the ten years prior, both regionally and globally. By examining the structure of trade, pre- and post-
MPAC, and its impact on GDP, we show via economic multiplier effects that macro-economic responsiveness has
increased. In other words, economic shocks (positive or negative) in one ASEAN country have higher effects on
the growth rates of other Member States. Myanmar and Laos are not included in the analysis due to unavailability
of sufficient data.
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results show that intra-ASEAN integration has increased at a more modest pace than
integration with the global economy.

Figure 11. Multiplier effects on ASEAN-8, comparing 2001-2010 and 2011-2013, China and OECD

OECD
China 8 1

u Pre-MPAC China wPost-MPAC China wPre-MPAC OECD i Post-MPAC OECD

This points to the fact that, in line with the policy of ‘open regionalism’® adopted by ASEAN,
Member States must continue to leverage links with key external economies to generate
growth within the region. The need to link Member States to major trading partners reaffirms
the importance of Physical Connectivity projects (especially land-based projects) to link
internal regions to China, India and ports serving key trade partners, as well as trade
liberalization and transport cooperation policies that create an integrated production base for
regional exports.

Modelling confirms the positive impact the MPAC has had on regional trade, via institutional
measures aimed at reducing cross-border transaction costs.® Modelling results show that,
since the implementation of the MPAC, a one-day reduction in the number of days required to
export is expected to increase intra-ASEAN export volumes by nearly 8 per cent annually.

Before the MPAC, the same reduction would have led to only a 3 per cent increase.

Trade facilitation and border management indicators demonstrate improvements, particularly
in terms of accelerating the free flow of goods, improving trade facilitation and enhancing
border management.” The World Bank’s ‘Trading Across Borders’ scores — which include a

measurement of ‘distance to frontier’® (Figure 12) — have increased from 2011/2012 for nearly

5 A policy of regional economic integration that is not discriminatory against external trading partners.

6 Gravity models are used to isolate the effects of logistics performance, time to export, and efficiency of clearance
processes associated with MPAC policies on intra-ASEAN import and export volumes.

7 Institutional connectivity strategies 5, 7 and 8, respectively.

8 The ‘distance to frontier’ score benchmarks economies with respect to regulatory best practice. When compared
across years, the scores show how much the regulatory environment for local entrepreneurs in an economy has
changed.
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every Member State, indicating a reduction in both documentation burdens and the time and
costs associated with international trade.

Figure 12. Distance to frontier, Trading Across Borders

100 -
90
80
70 - w2006
60 - m 2007
m 2008
50 1 =2009
40 - =2010
30 m2011
m2012
20 =2013
10 A u2014
0 m2015
& “@ N 4 S > & @ Q& <&
Q)@“ é.\oob 0&" 4 Q}qﬁe & Q€;\° Q'bQo ‘\é,@ \0\‘@
O’b \(\6 @ Q* Q‘(\\\\ %.\Q < N

Source: World Bank Doing Business database, 2015; red marks the start of MPAC implementation (2011)

This is especially apparent for Brunei, Laos and the Philippines, that experienced the sharpest
score increases. Laos has made significant progress with respect to reducing the days
required to export, from 36 days in 2011 to 23 days in 2014, and LPI scores for clearance
efficiency have improved significantly for Cambodia, Indonesia, the Philippines and Thailand
since 2012 (Figure 13).

Figure 13. Logistics Performance Index, Efficiency of the Clearance Process score

4.5 -
4.0 - s 2007
3.5 1
3.0 A s 2010
25 $888888288282883328383328382833282823833882 3883823838
20 2012
1.5
10 — 2014
8(5) e e 0002010 Global
. Average
e e 0002014 Global
Average

Source: Logistics Performance Index, 2015

It is important to note that the increased sensitivity of export volumes to customs procedures

and border management — as cross-border trade barriers are reduced across ASEAN — is
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likely to increase competitiveness within the region. This demands that all countries be vigilant
in their efforts to improve trade efficiency to avoid falling behind with respect to trade and

economic growth.

The implementation of the MPAC has also increased the relative importance of sharing
borders within ASEAN: improved land border management has increased trade volumes
between contiguous Member States. Whereas contiguity (i.e., sharing a border) would have
resulted in an expected trade increase of 133-139 per cent compared with non-contiguous
country trade levels before the MPAC, a shared border now increases this figure to 163-183
per cent. This suggests that improvements in border management have made a significant
difference in easing trade across land borders.

As the composition of traded goods shifts from mainly bulk cargo, typically transported by sea
and rail, to lighter, higher value components largely transported by air, the development of the
air sector becomes ever more important. Since the MPAC, growth rates of intra-ASEAN air

passenger and air cargo flows have significantly increased (Figure 14 and 15).°

Figure 14. Annual air passenger capacity, intra-ASEAN international arrivals (millions)
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Figure 15. Estimated annual air cargo capacity, intra-ASEAN flights by country of origin (m?3)
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9 Some Member States not included due to unavailability of data.
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Despite limited progress in the quality of air transport infrastructure, passenger and cargo
flows have risen markedly following the implementation of agreements underpinning the
ASEAN Open Sky policy and the ASEAN Single Aviation Market (ASAM). This suggests the
great importance of institutional factors relative to physical factors in determining air transit
flows. Economic modelling confirms the significance of air liberalization policies to air transit
and transport levels.'° The granting of third and fourth air freedoms?** under the ASEAN Open
Skies initiative significantly increased intra-ASEAN air passenger flows — the ASEAN
Multilateral Agreement on Air Services alone, increased expected bilateral flows by an

estimated 70.5 per cent.

With respect to mobility, Thailand, Cambodia and Myanmar experienced noticeable growth
increases in cross-border land arrivals after adoption of the MPAC, suggesting the positive
effects of easing border restrictions on transit to those Member States. While the number of
land arrivals for ASEAN overall has increased steadily since 2000, the growth rates of
international passenger arrivals'? decreased after MPAC implementation, from an average of
5.8 per cent over the period 2005-2010 to an average of 4.9 per cent for 2011-2013.

Figure 16. Passenger land arrivals (thousands)
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A key strategy of the MPAC is to further open up ASEAN economies to investment. ASEAN
continues to perform well in attracting Foreign Direct Investment (FDI), with an increasing
proportion of FDI inflows originating from within ASEAN. Since the MPAC, Thailand, The
Philippines and Myanmar have experienced the most significant increases in their FDI growth
rates. The proportion of intra-ASEAN FDI to total FDI has risen modestly, year-on-year since
2010, from approximately 12 per cent to nearly 15 per cent in 2013.

10 Gravity models demonstrate the impact of the granting of third and fourth air freedoms on bilateral intra-ASEAN
air passenger flows and cargo volumes.

11 The freedoms of the airs are a set of commercial aviation rights granting a country’s airline the privilege to enter
and land in another country’s airspace.

12 This includes land, sea and air arrivals.
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Figure 17. FDI Inflows to ASEAN Member States (US$ millions)
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For the purposes of M&E — particularly with a view to improving the coordination of MPAC
strategies and projects — a more comprehensive assessment of coordinating capacity is
essential. This requires utilization of qualitative methods and data gathered at the project level,
both of which are currently lacking. This is, therefore, a key area of M&E development,
particularly considering the need to coordinate across infrastructure sectors to leverage

complementarities and support Connectivity with trade-enabling institutional measures.

People to People Connectivity Progress

People-to-People Connectivity — which involves efforts to promote deeper intra-ASEAN social
and cultural understanding, and encourage greater mobility — is the most difficult dimension
of the MPAC to measure and evaluate. Assessment relies largely on proxy indicators, such
as intra-ASEAN student exchange and tourism that only partially or indirectly reflect levels of
People-to-People Connectivity. Nevertheless, it remains a key component of ASEAN
integration and thus requires greater attention, both in terms of initiatives and the assessment

of progress.

International student exchange and the matriculation of tertiary students throughout ASEAN
remains a key and underutilized opportunity for building People-to-People Connectivity. In the
early years of MPAC implementation, the number of tertiary international students from within
ASEAN did not appreciably increase, and in fact decreased in many Member States. More
data is required to assess exchange beyond 2012, but initial results suggest that improving
opportunities for interaction amongst students remain a key development area. This can be
supported by ASEAN'’s ongoing efforts to promote educational exchange and ASEAN-focused

programs at the secondary and university levels.
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On the other hand, there has been good progress in increasing tourism flows in ASEAN, with
the growth rate of Intra-ASEAN international passenger arrivals increasing following MPAC
from previous annual growth averaging 7.2% from 2006 to 2010, to a post-MPAC average of
10.5% between 2011 and 2014.

Looking Forward: MPAC Policy Implications

The policy implications discussed here emerge from the preceding analysis, which focuses
on interventions at the strategic, regional and national level. The main policy implications
relate to observed complementarities between strategies; identification of key policy levers;
observed policy tradeoffs; and areas of lagging performance.

The first key lesson is that important complementarities exist between the strategic
dimensions of Connectivity. GSM results confirm complementary effects between physical
and institutional strategies and highlight the importance of coordinated development of
infrastructure, processes, and trade rules. The economic models also demonstrate that rules
governing trade and exchange — including liberalization agreements and process and
measurement standardization, and the general quality of logistics services — have critical
implications for the usability and efficiency of existing infrastructure. Ongoing efforts to
measure and coordinate across strategies and sectors are important and would benefit from

regular project- and policy-level updates.

Secondly, the analysis suggests several key policy ‘levers’. Economic models show that legal-
institutional factors are among the most important to increased trade and mobility within the
region. The availability of connecting physical infrastructure remains important to trade and
growth, but border facilitation measures, the overall quality of logistics in importing and
exporting countries, and the rules that determine the time and costs associated with exporting
will enable ASEAN to make the best use of these physical assets. For example, GSM analysis
shows that some of the most significant effects on projected 2025 GDPs result from the
development of the ASEAN Single Aviation Market, development of the RoRo network, and
border facilitation. And economic modelling shows that the number of days required to export
a basket of goods is negatively related to trade volume, whereas the LPI and Trading Across

Borders scores for importers and exporters are positively significant.
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These measures are all functions of policies, processes and capacities that affect the transfer
of goods and services across borders. Furthermore, results suggest that institutional factors
can effectively stave off the negative effects of lagging physical developments. For example,
despite limited progress in the quality of air transport infrastructure over the MPAC period, air
passenger and cargo flows have risen significantly following ASAM, suggesting the greater

importance of institutional factors to air flows.

Quality and efficiency improvements in existing infrastructure can also be as important as new
developments. For instance, upgrading of roads to above Class-lll status may have more
effect on trade than new road construction. Similarly, maritime development must focus more
on improving port efficiency and productivity rather than solely on the construction of new
ports. Lastly, land-based infrastructure projects such as the AHN and the SKRL will continue
to be important, as they are essential components of multi-modal transport networks and
important linkages to contiguous trade partners, including India and China, whose growing

economic impacts on the region are expected to continue.

A third major category of policy implications relates to policy tradeoffs, specifically between
economic growth versus equitable development, and between aggregated national impact
versus local impact. The analysis points to a number of cases where infrastructure and trade
facilitation measures are expected to have different effects at local, national and regional
levels. For instance, the overall economic impacts of developing the RoRo network are
projected to be fairly minimal for Indonesia overall, but a closer look at the local level shows
that some negative impacts on Java are offset by significant positive impacts in Sulawesi,
Sumatra and Kalimantan. Similarly, the expected economic impacts of the AHN are moderate
for Myanmar and Brunei, but the local effects are more pronounced in certain regions within
these countries. These patterns demonstrate how developments with important local positive
impacts help to close development gaps without necessarily having significant impacts on
national GDP growth.

Finally, indicator results suggest that some Physical Connectivity initiatives should be revisited
due to their limited progress. Where low performance is due to insufficient policy attention and
project delays, Member States could prioritize them in their next strategic plan. This is likely
the case for maritime development (particularly the RoRo network) and inland waterways
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development. However, where low progress is due to low bankability, insufficient demand,
institutional complications or low projected impacts, as with the SKRL, Member States must

revisit project structuring.

Leveraging Knowledge: M&E Opportunities

Both assessing the past and charting the future course of ASEAN Connectivity entail
advancing the monitoring and evaluation (M&E) system. The former depends on sound
evaluation, whereas the latter demands finding opportunities for adjustment to stay the course
towards integration. The evaluation of Connectivity progress and MPAC's role therein requires
both a mechanism and program to systematically gather data, as well as a thorough, yet
practical evaluation framework to measure impacts.

Connectivity M&E is framed by an ASEAN Connectivity Implementation Matrix / Scorecard
(ACIM), which tracks the progress of the strategies and their key actions. The ACIM has
progressed from qualitative progress updates to more comprehensive application of
guantitative indicators and economic modeling techniques to evaluate MPAC impacts. Due to
the diverse nature of the MPAC strategies and key actions, Connectivity progress may be
assessed at three levels:

Outputs: The units of service that result from policy action (e.g., kilometers of road

constructed, number of documents required to export);

Outcomes: The effects on ‘clients’ receiving services (e.g., reduced time and cost to

export, increased quality of logistics, liberalization of air transport); and

Impacts: Higher-level effects that relate to macro-level goals (e.g., economic growth).

MPAC strategies and actions range in specificity and include aspirations, strategic goals,
infrastructure projects, key decisions and measurable actions. Because of this, strategies and
key actions lie at different analytical levels of effect. Strategies are mainly geared towards
immediate outputs and intermediate outcomes, whereas the MPAC as a whole is aimed at
long-term impacts such as economic growth and equitable development. With this in mind,
the M&E system must be designed to measure performance at different levels.

While M&E has progressed, the current framework could be developed to gather better data
and provide more detailed analysis about root causes of performance that would help Member
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States prioritize certain projects, trace effects on policy outcomes, and isolate MPAC effects
from other drivers of connectivity. Moreover, there is currently insufficient information to
compare the projected benefits of Connectivity projects with their expected costs. As such, a

number of opportunities exist to improve oversight and assessment.

Recommendations relate to improving data access, quality and breadth, to more accurately
assess strategic performance and provide valuable contextual information; and to expanding
the ACIM to link performance at the project (or key action) output level to social and economic
impacts. By applying a multi-level evaluation framework to unpack performance at the output
and process levels, the ACIM can be used to identify important policy levers. Without this

information, decision makers will not be able to address implementation challenges effectively.

We currently report the state of Connectivity per strategy, with indicator selection based on
data availability and design. For example, progress on the AHN is reported at the output level,
according to the length of AHN roads built (Figure 18). Its impact on GDP is also projected via
modelling. In the future, however, ASEAN could also monitor outcomes such as the volume
of exports by road and transit times between major cities. Maritime development, on the other
hand, is currently monitored at the output (port capacity) and outcome (sea cargo throughout)
levels, with future impacts on GDP projected via modelling. This is a similar case for trade

facilitation strategies.

Figure 18. Example indicators linked to levels of analysis
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We strive to identify a fuller set of linked output, outcome and impact indicators to develop a

more robust, comprehensive evaluation program. There are also important assessment gains
to be made by coupling quantitative indicator measurement with qualitative performance
assessment (including survey and interview data), timely project and policy implementation
data (including project costs), and risk assessment. The use of supportive qualitative data
provides valuable contextual information and has three primary purposes: (1) maintaining
updated records on project status and policy adoption; (2) triangulating results; and (3)
determining underlying root causes of observed outcomes.
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Lastly, identified data needs relate to untimely, incomplete or un-harmonized data. These may

be summarized as follows:

Data harmonization: In order to compare Connectivity year-on-year, indicator
measures must be strictly defined and uniformly constructed. The issue of
harmonization is pronounced, for example, in the case of energy trade data, where
large asymmetries are observed due to major differences in the ways imports and

exports are recorded.

Data availability and timeliness: Much of the data on trade by transport sector (e.g.,
cargo throughput by river, exports by rail, etc.) is missing, irregular or too outdated for
use in M&E. Many figures are reported only to 2012 or 2013, while others are
altogether unavailable. Improved and timelier submission of statistics would allow
better tracking of Physical Connectivity. Other shortfalls include the lack of baseline
statistics with which to compare progress, the inability to disaggregate network
extensions and expansions from upgrading and reclassifications, and a lack of

important data on projected an annual project costs for key initiatives.

Building infrastructure asset registers could be another helpful solution to some of these data
issues, particularly those related to project status. Asset registers could incorporate
geographic information in the recording of physical and financial data for infrastructure, as well
as in inventories and conditional assessments. National asset registers could be used to track
the extension and improvement of segments of the AHN and the SKRL over time, as well as
port capacity and development, inland waterways development projects, and targeted ICT and

energy transmission projects.

The ACIM has become an increasingly useful tool, but there are clear opportunities for
improving MPAC M&E. While strategy-level assessment is important to guide policy,
evaluating impacts and defining opportunities for re-calibration requires analysis at the project
level. This means regular and systematic data collection and a multi-level approach. These
and other recommendations in this report give guidance as ASEAN embarks on building the
monitoring and evaluation framework for the Post-2015 agenda for ASEAN Connectivity and
the ASEAN Community 2025.
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Endnote

Strategies of Master Plan on ASEAN Connectivity (MPAC)

A. Key Strategies to Enhance Physical Connectivity
Complete the ASEAN Highway Network (AHN)
Complete the implementation of Singapore Kunming Rail Link (SKRL) project

1

2

3 Establish an efficient and integrated inland waterways network

4 Accomplish an integrated, efficient and competitive maritime transport system
5

Establish integrated and seamless multimodal transport systems to make ASEAN the transport hub
in the East Asia region

6 Accelerate the development of ICT infrastructure and services in each of the ASEAN Member States
7 Prioritise the processes to resolve institutional issues in ASEAN energy infrastructure projects
B. Key Strategies to Enhance Institutional Connectivity

1 Fully operationalise the three Framework Agreements on transport facilitation, i.e. ASEAN Framework
Agreement on Framework Agreement on the Facilitation of the Facilitation of Goods in Transit
(AFAFGIT), ASEAN Inter-State Transport (AFAFIST) and ASEAN Framework Agreement on
Multimodal Transport (AFAMT).

2 Implement initiatives to facilitate inter-state passenger land transportation

3 Develop the ASEAN Single Aviation Market (ASAM)

4 Develop an ASEAN Single Shipping Market

5 Accelerate the free flow of goods within ASEAN region by eliminating barriers to merchandise trade
within the region

6 Accelerate the development of an efficient and competitive logistics sector, in particular transport,
telecommunications and other connectivity-related services in the region

7 Substantially improve trade facilitation in the region

8 Enhance border management capabilities

9 Accelerate further opening up of ASEAN Member States to investments from within and beyond the
region under fair investment rules

10 Strengthen institutional capacity in lagging areas in the region and improve regional-sub-regional

coordination of policies, programmes and projects
C. Key Strategies to Enhance People-to-People Connectivity
1 Promote deeper intra-ASEAN social and cultural understanding

2 Encourage greater intra-ASEAN people mobility

Indicators and Models

The indicators used to assess Connectivity (detailed in Chapter Il and Annex 1) draw upon a wide variety of data
sources, including ASEAN Statistics, the World Bank, UN ESCAP, World Economic Forum, and industry
databases. These indicators demonstrate the changing state of Connectivity. To measure the significance of MPAC
to outcomes and impacts, econometric analysis and spatial modeling are employed to control for the effect of other
potential factors on Connectivity and growth. In other words, an increased indicator score may be attributable to
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extra-MPAC factors. Conversely, decreased or stable scores may not mean MPAC strategies are not working;
rather, countervailing factors that could have otherwise worsened Connectivity may be offset by MPAC gains.
Because of this, unless output measures are solely attributable to MPAC policy (e.g., operationalizing MPAC

frameworks or constructing AHN missing links), we recognize that indicators can only provide a ‘pulse check'.

To offer a more definitive picture of MPAC impacts, we employ econometric modeling strategies. Geographic
Simulation Modeling (GSM) directly simulates the impacts of key actions on patterns of economic growth at the
sub-regional level; gravity models are employed to isolate the effects of MPAC and component policies on intra-
ASEAN trade and air passenger flows; and structural vector auto-regression (SVAR) time series analysis allows
us to examine the effects of MPAC on GDP growth through the Intra-ASEAN trade structure. At present, data
availability restricts the ability to extensively model MPAC impacts. While future modeling (contingent on improved
data) should be applied to assess the MPAC effects on more Connectivity measures like trade volumes by transport
sector (e.g., maritime, air, land), Intra-ASEAN FDI, and energy trade, the methods used in this report provide a
basis for future application.
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PART I: Connectivity Strategies and Progress

Chapter I. Introduction: Connectivity and the MPAC

1.1 Background

In pursuit of a resilient, competitive, and sustainable ASEAN Community, and in recognition
of the central role increased physical, institutional, and people-to-people connectivity would
play in this endeavor, ASEAN Heads of State adopted the Master Plan on ASEAN
Connectivity (MPAC) at the 16" ASEAN Summit in Hanoi in October 2010. The MPAC is an
ambitious strategic plan to advance regional Connectivity in pursuit of wider goals of enhanced
competitiveness, narrowing the development gap, global integration, and deeper social and

cultural understanding.

Realizing the ASEAN Community, comprising the ASEAN Economic Community, the ASEAN
Political-Security Community, and the ASEAN Socio-Cultural Community, depends on deeper
integration of Member States, including the reduction of barriers to trade, communications,
and people mobility, improved regional capacity to facilitate trade and transport goods and
people, and harmonization of rules governing trade and movement within the region. The
MPAC provides a blueprint for further integrating the people, trade, services, and capital of
ASEAN, both within the region and with the global economy, via three strategic dimensions.
The dimensions and their composite strategies aim to redress “hard” and “soft” barriers to
integration. Under the physical Connectivity dimension, MPAC attends to improving
transportation, information communications, energy, and technology infrastructure.
Institutional Connectivity strategies focus on building effective processes, rules, structures,
and organizations to facilitate the freer flow of goods, services, investments, and people. And
people-to-people Connectivity seeks to promote social and cultural understanding amongst
the peoples of ASEAN.

The MPAC specifies strategies and key actions for each of these dimensions, as well as
priority projects for rapid implementation, detailed in Annexes 1 and 2. Project funding is
generally the remit of Member States, though ASEAN established an ASEAN Infrastructure
Fund with the Asian Development Bank in 2011, to provide financing to sovereign or
sovereign-guaranteed infrastructure projects in the ASEAN region. Nonetheless, the
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implementation of MPAC itself is nearly wholly dependent on the commitment of and
collaboration amongst Member States.

This MPAC Monitoring and Evaluation Report illustrates the progress ASEAN has made to
date with respect to improving ASEAN Connectivity over the 2011-2015 implementation
period, as well as the likely impacts of the MPAC program on economic growth and equitable
development in the future. Building on past analysis, research, and deliberation over the
modes and methods of measuring connectivity, this report presents both a pulse check on
ASEAN Connectivity as well as the earliest evaluation of MPAC'’s policy impact. The
assessment of connectivity is framed by the ASEAN Connectivity Implementation Matrix /

Scorecard, an evaluation tool currently applied at the strategy level.

1.2 The ACIM Framework

The ASEAN Connectivity Implementation Matrix / Scorecard (ACIM) has been developed and
applied to monitor the progress on the initiatives associated with MPAC, as well as MPAC's
role in progressing economic competitiveness and growth, regional integration, and equitable
development. The ACIM tracks the progress of seven physical, ten institutional, and two
people-to-people strategies and their associated key actions (32, 32, and 20, respectively),
with special attention to fifteen high-impact priority projects designated for quick

implementation (see Annex 2).

In its early inception (2010 to 2012), the ACIM was applied as a qualitative assessment of
progress on key actions, with appraisal based on expert interviews. Results were documented
on an ordinal scale which recorded the status of key action items and priority projects as
“Complete / Early Achiever”, “On Track”, “Behind Schedule”, or “Yet to Start”. These
descriptors were supplemented additionally by periodic project status reports. While this
offered a dashboard view of project status, the approach was entirely retrospective, insufficient
to capture degrees of progress or strategic relationships, and lacking measurements that

could be meaningfully compared over time.

Following the 2014 First Interim Report and consultation with ASEAN, the World Bank
suggested improvements to the ACIM to include quantitative indicators of progress towards
the MPAC strategies and key action items within them, as well as economic modeling
techniques to evaluate impacts. In doing so, the ACIM can evolve from a retrospective,

qualitative status update to a more balanced assessment tool incorporating quantitative data
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and strategic assessment at the regional, national, and subnational levels, as well as analysis
of the impacts of MPAC on economic growth and regional and extra-ASEAN trade.

Measuring Outputs, Outcomes, and Impacts

Due to the diverse nature of the MPAC strategies and key actions, and their relationships to
greater goals of ASEAN Community-building and Integration, assessments of progress of
MPAC components are inevitably made at multiple levels of analysis. This analysis and
assessment framework recognizes that a chain of effects results from policy intervention. The
scope and scale of intervention extends the causal chain. As commonly applied in policy
evaluation, we assess MPAC's effects in this report at three levels of analysis — output,

outcome, and impact — with nested causal relationships.

Immediate policy outputs are the units of service that result from the conversion of inputs via
government processes (e.g., number of kilometers of new road constructed, number of
documents required for export, new ports developed). These drive outcomes, which are the
effects on ‘clients’ receiving the government services or coming under the influence of new
rules (e.g., reduced time and cost to export, increased quality of logistics, liberalization of air
transport). Finally, impacts are the higher-level effects of interventions that relate to broader

policy goals (e.g., increased trade, economic growth).

Figure 19. Causal chain of policy inputs to impacts

Because the expansive set of MPAC strategies and actions range in specificity and include
policy aspirations, strategic goals, tangible infrastructure projects, key decisions, measurable
actions, and calls for further study or rule implementation, they do not necessarily lie squarely
in nested, causally linked configurations of output, outcome, and impact. While this is a
challenge to monitoring and evaluation, it is not a strict impediment. Rather, this evaluation
exercise accepts that, for each strategy, assessment of progress may involve reflections on
output and / or outcome performance related to Connectivity, depending on the structuring of
the strategy itself and the availability of data. Further, the analysis of MPAC impact on
Connectivity assesses the influence of MPAC policies and key actions on intermediate
connectedness outcomes (e.g., air cargo flows), as well as impacts such as economic growth,

increased trade and, thus, a more unified production and distribution base.
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By and large, the strategies themselves are geared towards intermediate outcomes related to
improving levels of Connectivity, whereas the MPAC as a whole is aimed at long-term impacts
such as economic competitiveness, equitable development, and cultural understanding. As
such, the search for metrics utilized to measure strategy attainment prioritizes indicators that
are also at the outcome-level of analysis. Where outcome data is unavailable, however, output
indicators or outcome proxy indicators are utilized. Examples include ‘Growth in the capacity
of Intra-ASEAN passenger air travel’ as a proxy outcome indicator for ‘Building an ASEAN
Single Aviation Market’ and ‘Cargo throughput by river’ as an output indicator for ‘Establishing

an integrated inland waterway network’.

On the other hand, where a strategy or its key actions are aimed at producing specific outputs
(e.g., constructing missing links of the AHN, developing National Single Windows), the
comparison between the current level of execution and the expected outputs gives an
indication of the degree of implementation. But inferences may also be made about intended
outcomes, motivating inclusion of complementary outcome-level indicators. For example, the
‘Time and cost required to import and export’ are outcome indicators applied to output-oriented

strategy, namely, operationalizing trade and transport frameworks.

In addition, there is evidence that improved Connectivity positively affects economic growth
and socioeconomic conditions. For example, upgrading the ASEAN Highway Network (an
output) is expected to reduce freight transport time and cost (an outcome) which, in turn, is
expected to increase productivity, trade, and economic growth in the long run (an impact). To
measure the significance of MPAC to outcomes and impacts, econometric analysis and spatial

modeling is required.

Causal Inference

Several econometric modeling strategies are utilized herein to understand the causal links
between the MPAC policy and several macroeconomic outcomes. Geographic Simulation
Models (GSM) directly simulate the impacts of key actions on patterns of economic growth at
the sub-regional level. The simulated outcomes are contingent on the Connectivity
assumptions on which simulations are based and thus, reflect impacts of expanded and
improved transportation networks and border transit conditions. The gravity models of trade
and passenger air travel control for non-Connectivity factors that may also determine trade
flows, including geographic distance, common borders, and shared languages, allowing us to

isolate the effects of MPAC itself on trade flows and air passenger flows. Similarly, time series
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regression analysis allows us to isolate the effects of MPAC from other contributing factors to
GDP growth.

This brings about two important methodological points related to interpreting indicators. First,
the indicators measure Connectivity, but not strictly MPAC's impact on Connectivity, as other
factors affecting indicators are not controlled. An increased score for an indicator may be
attributable to extra-MPAC economic, political, social, or physical factors. Conversely,
decreased or stable scores may not mean MPAC strategies are not working; rather,
countervailing factors that could have otherwise worsened Connectivity may be offset by
MPAC gains.

Second, and because of this, we accept that many of the indicators are to be interpreted
primarily as a pulse check on Connectivity during the MPAC period (unless they are output
measures solely attributable to MPAC policy, e.g., operationalizing frameworks or constructing
AHN missing links). We can reasonably infer beyond this, however, that pronounced changes
in indicator trends following MPAC implementation suggest the positive influence of MPAC

strategies and key actions on those particular indicators of connectivity.

1.3 Improving the ACIM

Pursuant to improvements proposed in the First Interim Report and further deliberated with
the ACCC and ASEC, the ACIM has progressed to support the evaluation of MPAC outputs
and intermediate outcomes via a set of strategy-level quantitative indicators. Further, ACIM
indicators are used as inputs in the modeling of MPAC's significance to economic impacts
such as increased trade and GDP growth, as well as in prospective models that forecast

MPAC impacts on future economic growth at the national and regional levels.

While the ACIM is improving to provide a more forward-looking picture of progress that
employs a more systematic approach to assessing MPAC, there remain opportunities to
improve M&E. For one, the ACIM does not currently track outputs at the activity level and,
thus, cannot offer assessments of the efficiency or effectiveness of activity-level processes.
National and sub-national evaluations that capture these aspects of MPAC performance could
be integrated into a more thorough multi-level assessment in the future. Secondarily, the
MPAC's indicators cover outputs or outcomes, but not both, for each strategy. Thus, where
outcomes but not outputs are reported, we may demonstrate performance, but without
indication of causal relationships with particular activities. And where outputs but not outcomes

are reported, one may only cautiously infer the effect on intermediate outcomes.
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To improve this aspect, better information systems and data quality are essential. Proposed
improvements (See 4.2) are based on identified data gaps associated with measuring
outcomes, which in turn limit the precision of impact evaluation. These issues challenge the

rigorous assessment of both current outcomes and likelihood of future strategy success.
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Chapter Il. MPAC Strategies and Connectivity Progress

This second chapter reports progress on physical, institutional, and people-to-people
measures of ASEAN Connectivity, organized by the MPAC three dimensions and their
associated strategies. Each strategy section specifies the indicator or set of indicators applied

to measure progress and reports Connectivity performance according to these indicators.

The MPAC also includes a list of prioritized projects from amongst the lists of key actions
under each strategy (See Annex 2). Where data is available, the status of these projects is
discussed in summary. Whereas the indicators are identified in this section, detailed indicator
definitions and technical notes on their selection and application are described, where needed,

in Annex 3. Data sources are listed and described in Annex 4.

Pursuant to the broader goals of the Connectivity initiative, the MPAC is intended to support
an integrated production and distribution base, which would require the seamless
transportation and trade of goods across borders, as well as the free flow of investments.
Recent research drawing on global trade data indicates that trade facilitation, transport
connectivity and logistics quality are more important than geographical distance in explaining
trade costs (Arvis et al, 2013). As such, the degree of connectivity between ASEAN States,
as it relates to both hard infrastructure and the processes, rules, and systems applied in trade
governance, are critical components of building a unified ASEAN Community. Similarly, the
MPAC aims to free the connectivity of the peoples of ASEAN across national borders.
Numerous aspects related to the flow of goods, services, and capital are attended to
extensively in the physical and institutional Connectivity strategy sections, whereas the flow
of people across ASEAN Member States is discussed in a review of people-to-people

strategies.
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2.1 Physical Connectivity Performance

Strategies within the physical Connectivity dimension aim to alleviate “hard” physical
constraints to ASEAN Integration. The aims of physical Connectivity are to develop integrated,
effective multimodal transport systems and ICT and energy networks. Strategies span all
transportation sectors — road, rail, river, sea, and air — and their connection nodes, along with

the energy and information and telecommunications sectors.

Overall, ASEAN's performance with respect to physical infrastructures has improved over the
years. According to the Global Competitiveness Report measures of infrastructure quality,
most Member States have maintained or incrementally improved the quality of their physical
infrastructure since 2006. While the region well outperforms the low-income country average,

it lags OECD as well as the global average.

Table 2. 2014-2015 Global Competitiveness Report Quality of Infrastructure

[}
© © ” . . 3 o E
o ‘» o (] £ o ° = () o
g ¢ B ¢ E § & 3 € % 8B £ o
§ 8 ¢ = £ = 2 T 3 Y 8% z &
S £ S = £ @ @ £ 5 < <20 S o0
Quality of air transport
infrastructure, 359 452 409 574 254 358 676 528 400 371 436 305 542
1-7 (best)
Quality °f1‘_9'79(°;2s°t')ty supply, 304 434 502 573 284 420 668 512 419 383 450 237 624
Quality of f_‘;rzb'g;rf)‘s“‘m”re' 350 397 257 558 264 346 671 450 374 334 413 283 524
Quality of railroad infrastructure, ;g4 369 NA 504 182 229 NA 240 3.02
1-7 (best)

Quality of roads,
1-7 (best)

Source: World Economic Forum (Brunei 2014-2015 data unavailable)

335 393 397 559 244 357 6.05 447 320 339 402 283 518

The extension, expansion, rehabilitation, and upgrading of ASEAN physical infrastructure will,

thus, remain central to its trade competitiveness.

Strategy 1. Complete the ASEAN Highway Network

Including 23 designated routes covering 38,400 kilometers, the ASEAN Highway Network
(AHN) has been prioritized as a flagship transportation project due to the key role of overland
transportation to the transit of goods and mobility of people in ASEAN. ASEAN Transport
Ministers adopted a plan to develop the AHN in 1999, aiming to strengthen the system of land
corridors linking ASEAN Member States to each other and to the greater Trans-Asian Highway
Network. The MPAC reaffirmed this goal with specific targets to upgrade designated Transit
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Transport Routes (TTRs) to at least Class Il standards by 2012; upgrade “Class Il or III”
sections with high traffic volume to “Class I” by 2020; and construct AHN missing links by
2015.

In addition to two missing links in Myanmar, Figure 20. ASEAN Highway Network

the MPAC identified over 5,300 km of Below ;
Class Ill roads in Myanmar, Laos, Indonesia, |_ [ S o 7
Malaysia, Vietnam, and Philippines, i
including 2,070 km of TTRs in Laos, K XA

Myanmar, and Philippines. Of these, five s ‘
TTRs (AH-12 and AH-15 in Laos; AH-1, AH- /
2, and AH-3 in Myanmar) were prioritized for '

upgrading.

Progress has been made with respect to ot e

expanding and upgrading the AHN, but a

remaining missing link (60 km on AH-112 in e =

Myanmar) and slower than expected . —.....

upgrading and network extension all Source: Master Plan on ASEAN Connectivity, 2009

challenge likelihood of full implementation by
the 2015 and 2020 deadlines for the AHN strategy’s key actions.

Indicator and Data Source

Both the ASEAN-Japan Transportation Partnership (AJTP) and UN Economic and Social
Commission for Asia and the Pacific (UNESCAP) maintain data on the construction of ASEAN
roads and AHN network roads by class. Whereas AJTP data relates to roadways in general,
UNESCAP provides data specifically on the length of AHN roads, by class. The indicators and

data sources employed include the length of | MPAC Priority AHN Projects for 2015
Construction of missing links:

e Myanmar: AH112 (Thaton—Khlong Loy, 60 km)

[lI) from UNESCAP, with observations for | ® 'llflyginmar: AH 123 (Dawei-Maesame Pass, 141
m

2010, 2012, and 2015, and key project status | upgrading of ‘Below Class III' TTRs:

updates from World Bank ASEAN PPP . Ilzac;s:Ale (Vientiane—Luang Prabang, 393
m

Laos: AH15 (Ban Lao—Namphao, 98 km)
Myanmar: AH1 (Tamu—Myawadi, 781 km)
Myanmar: AH2 (Meikthila—Tachikeik, 593 km)
Myanmar: AH3 (Kyaington—Mongla, 93 km)

AHN by road class (I, Il, 1l and Below Class

Pipeline Project country consultations with
government and other participants in road
development (2014).
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Because information on specific road segments is not currently available, it is not possible to
definitively report the distribution by road class of the over 2,500 kilometers of newly
constructed road or to determine what proportion of the extensions in each class are
attributable to new construction versus upgrading and reclassification. As such, we can only
report changes to road length by class and changes to the proportionate distribution of the
AHN by road class. Supplemental project updates would add important information on the

additions attributed to construction versus upgrading.

Progress

UNESCAP data demonstrates progress between 2010 and 2015, both in terms of expanding

the AHN, completing one missing link, and upgrading road quality.

Figure 21. AHN length by road class (km) Extension and Missing Links: The

30,000 1 26,504
24035 25,981 ’ AHN was extended during MPAC by
25,000 - :
over 2,559 km (10.6%) overall,
mBelow Il
20,000 + mClass Il though this does not necessarily
15,000 - mClass Il correspond directly  to the
=Class| construction of missing  links
10,000 - W Primary . o .
Highways Total Identified missing links totaled 201
5,000 -
km, of which 141 km were
0" 2010 2012 2015 constructed. Thus, extension also

reflects other additions to the
Source: World Bank figure, UNESCAP data .

network. Extensions were
concentrated in Cambodia, Myanmar, and Thailand (Figure 22).** The AHN was virtually

unchanged between 2010 and 2015 in Indonesia, Laos, Malaysia, and Singapore.

A series of 2014 World Bank consultations with key governmental contacts in ASEAN Member
States suggests that in Brunei, Malaysia, and Singapore, the AHN is either complete or close
to complete and within standard. In Indonesia, Philippines, Thailand, and Vietnam, road works
are underway for significant portions of their respective segments of the AHN, beyond MPAC
targets. In Laos and Myanmar, upgrading of TTRs as stipulated in MPAC has progressed but
did not fully meet the 2012 implementation deadline. At the time of writing, one of the two
missing links in Myanmar, the 141-km AH-123 link connecting the Dawei deep seaport to

Thailand, had been constructed but not yet paved (i.e., Below Class Il standard). The 60-km

13 Some data disparities, e.g. decreases in total AHN length, suggest changes to national routes included in the
AHN.
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AH-112 link through southern-most Myanmar is currently under construction.* As such, at
least 70% of the missing links road length identified in MPAC is complete (at Below Class Il

standards), and 30% is under construction.

Upgrading: Comparison of 2010, 2012, and 2015 data shows good progress in road
upgrading (Table 3). The percentage of roads Class Il and above rose from 57.7% in 2010 to
66.5% in 2015. In Cambodia, Myanmar, and Thailand, where much of the extension was
concentrated, good progress was also made with respect to road quality (see upward
reclassification in Figure 22). Philippines also demonstrated good progress upgrading Below
Class Ill and Class lll roads, and Vietnam brought much of its Below Class Il road length to
Class Il standards. Generally, the length of Primary, Class |, and Class |l roads grew by
31.3%, 36.8% and 22.1%, respectively, between 2010 and 2015, reflecting new additions

along with good progress in upgrading Class Ill and below roads to higher standards.

Table 3. Comparing the AHN, 2010 and 2015

Total Primary  Class | Class Il Class llI Below IlI
2010 24035 1397 4267 8213 8071 2087
Total (km)

2015 26594 1834 5836 10028 6587 2309
Delta (2012-2015) (km) 2559 437 1569 1815 -1484 222
Growth (2010 to 2015) 10.6% 31.3% 36.8% 22.1% -18.4% 10.6%

2010  100% 5.8% 17.8% 34.2% 33.6% 8.7%
% of Total AHN Length

2015  100% 6.9% 21.9% 37.7% 24.8% 8.7%

Source: UNESCAP, 2015

Progress on upgrading the five prioritized TTR segments in Laos and Myanmar marked for
construction by 2012 appears fair. 2012 ASEAN Project Information Sheets recorded the
completed construction of Laos AH-15 and good progress on AH-11. Both roads are
constructed but are only at the project structuring stage for upgrading. Further upgrading
needs have been identified for both roads, which are stipulated as priority projects for the Laos

government, but works have yet to begin.

In Myanmar, 2012 ASEAN project status reporting suggests progress, but with indeterminable
results for AH-1 and AH-2, as the only overall highway lengths above Class Ill are reported.
Nevertheless, the 93 km AH-3 stretch was completely upgraded by 2012, and 73% of AH-1
(1208 of 1656 km total) and 43% of AH-2 (350 of 807 km) were above Class lll. It is not

discernable how much of each road remains below standard.®

14 Source: World Bank PPP Pipeline Project country consultations, 2014.

15 781 km of AH-3 and 593 km of AH-2 were identified in MPAC as in need of upgrading to Class Il or above.
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Figure 22. ASEAN Highway Network road length by class (km)
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In Summary

at Below Class Il standards (unpaved).

and Myanmar.

require further upgrading.

e The AHN was expanded by 2,559 km, or 10.6% between 2010 and 2015.

e Expansion in concentrated in Cambodia, Myanmar, and Thailand, whereas upgrading is evident
in Myanmar, Cambodia, Philippines, Thailand, and Vietnam.

e Upgrading of Below Class Ill roads is a key area requiring added attention, especially for Laos

e Approximately 70% of the total length of missing links has been constructed in Myanmar, but

e TTRs prioritized for completion by 2012 were progressing but not complete. Myanmar TTRs
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Strategy 2. Complete the implementation of SKRL project

The Singapore-Kunming Rail Link was proposed in 1995 at the fifth ASEAN Summit, reviving
interest in developing the rail system to increase intra- Figyre 23. SKRL Map

regional connectivity of cargo and passenger :
transportation networks. As a priority project of the |
MPAC, the railway was identified as a crucial linkage in

the *“North-South Economic Corridor” by way of

connecting ASEAN Member States from Singapore to

L VEET NAM

southern China via Eastern and Western routes.

The planned network includes a prioritized Eastern line 7
from Kunming through Vietnam, Cambodia, and Thailand . | —_— TS
(with a spur between Vietnam and Lao PDR), and the W
Western line through Myanmar and northern Thailand to
Bangkok.1®

Indicator and Data Source

It is difficult to assess progress with only two years of data available following MPAC
implementation (2010-2012). Nevertheless, the pace of SKRL progress on constructing
missing links has also been minimal. As such, quantitative assessment of the degree of
completion is of limited use. For this reason, we supplement the early SKRL rail length data
with status report updates for the SKRL specifically, as well as data on the overall length of
the rail networks in ASEAN. Given the primary interest of MPAC in improving Intra-ASEAN
Connectivity, however, overall network length should not be interpreted as a direct proxy of
MPAC's rail impact on Connectivity. Rather, it is indicative of increased coverage of rail
transportation networks in general. Status updates draw on reporting from 2014 World Bank
ASEAN PPP Pipeline Project country consultations with key government officials. Total

network length data is sourced from AJTP for observations in 2010 and 2012.

Progress

At the beginning of the MPAC 2011-2015 implementation period, there were 4,069 kilometers
of missing links or links in need of rehabilitation in Cambodia, Laos, Malaysia, Myanmar,

Thailand, and Vietnam. These spans included 1285 km of missing links targeted in MPAC for

16 In view of the greater challenges in establishing the Western line, it was deemed preferable to first complete the
Eastern to quickly develop an operational railway link between Singapore and China.
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construction. Progress on construction and rehabilitation has been slow, limited only to three
sections. Project status updates from 2013 and 2014 also show little progress, with
implementation limited to constructing the 6 km missing link from Aranyaprathet to Klongluk
in Thailand and upgrading 28 km of rail to usable standards at Poipet to Sisophon, linking
Cambodia to Thailand. The missing spur linking Vietnam to Laos is currently under discussion

with China for financing.?’

Only the Singapore and Malaysia sections of SKRL are complete, with construction unrelated
to MPAC, as national systems were built independently of the SKRL initiative. World Bank
consultations suggest that the SKRL is of lower priority than other transport projects due to
low projected traffic, competition for resources from other development projects, and relative
attractiveness of alternative transport sectors (World Bank Infrastructure Hub 2014). The low
level of development is also due to concerns over SKRL's overall impact on trade Connectivity
and growth. These concerns are corroborated by limited impacts projected in the Geographic
Simulation Model discussed in Section 3.1.

Table 4 shows that, of the set of expansion and upgrading activities to be completed by 2015,

only 2% of the missing links are complete, with another 10% under construction.

Table 4. 2013 Status of SKRL Projects

Country Missing Sections Rail Length Implementation Status Target
Completion

Existing Planned

Cambodia  Poipet (Thailand border) - - 48/28'®  Under construction 2015
Sisophon (upgrade)

Cambodia Phnom Penh - Loc Ninh 32 254 Not commenced; under 2015
(upgrade) negotiation for funding; not

commenced due to lack of
funding / low projected traffic

Thailand Aranyaprathet - Klongluk - 6 Under construction, scheduled for 2014
completion in 2015

Thailand Three Pagoda Pass — Nam - 153 At planning stage, alternative 2020
Tok route under discussion

Laos Spur: Vientiane - Thakhek - - 466 Under discussion with financing 2020
Mu Gia (Vietnam border) from China

Myanmar Thanbyuzayat — Three - 110 Feasibility study ongoing, 2020
Pagoda Pass alternative route under discussion

Vietnam Spur: Mu Gia (Laos border) - 6 119 Feasibility study ongoing 2020
Tan Ap - Vung Ang

Vietnam Loc Ninh (Cambodia border) - 20 129 Feasibility study complete: not 2020
Ho Chi Minh City commenced due to lack of

funding / low projected traffic
Source: ASEAN Connectivity Project Information Sheets (ASEAN Secretariat 2012); MPAC (2010); World Bank (2014)

17 Status updates from the World Bank PPP Pipeline Project, January 2015.
18 During planning, the length was reduced from 48 to 28 km (World Bank consultation, 2014).
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Data on the overall rail network length (including SKRL) show an approximate 5% increase
between 2005 and 2012, from 18,991 km in 2005 to 19,889 km in 2012. Decreases in the total
rail length from 2005 to 2006 and 2011 and 2012 are due to reclassification and the removal
of 420 km of Philippines rail sections from inclusion in the 2006-2010 and 2012 network data.
Of this low rate of development, expansion was highest in Myanmar, where approximately
1,000 km were added to their national rail network since 2005. These extensions were

constructed prior to the MPAC implementation period, however.

Figure 24. Length of ASEAN rail network, including SKRL (km)
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Source: AJTP. 2015

In Summary

e Progress on the SKRL has been extremely limited due to projections of low traffic volume.

e Since 2002, the overall ASEAN rail network has grown by less than 5%. From 2010 to 2012, the
entire ASEAN network was expanded by only 106 km, which accounts for growth of just over
0.5% in overall coverage.

e Of the expansion since 2010, less than 4% represents sections of the SKRL, limited to a 6km
stretch in Thailand and upgrading of a 28km stretch in Cambodia.
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Strategy 3. Establish an integrated inland waterways network

The ASEAN region has approximately 51,000 kilometers of navigable inland waterways with
potential to develop passenger transport and regional trade, particularly for CLMV countries.
At the time of MPAC adoption, however, inland waterways had been underutilized for cross-
border freight transport. Thus, the MPAC included the direction to formulate and implement a
regional framework for developing inland waterways transport services, to include plans for
alleviating problems related to network underdevelopment, limited river ports and facilities,

and low intermodal connectivity.

Indicator and Data Source

One primary trade goal associated with developing inland waterways is increasing river
network usability for the transport of cargo. As such, progress is measured via a proxy
indicator, namely the growth rate of cargo throughput by river, expressed volumetrically. This
data is maintained by AJTP, available annually to 2012, for Cambodia, Indonesia, Laos,

Myanmar, Thailand, and Vietnam.

Progress

Data on river cargo throughput since 2004 shows a moderate yet steady increase in cargo
volumes transported via river ports up to 2011, with a slight decrease in the year following.
Due to the short time frame of available data, it is difficult to determine whether any changes
in throughput are associated with MPAC. That said, the limited implementation of MPAC
actions associated with inland waterways suggests that gains may be attributable to the

market rather than policy. Nevertheless, trade by inland waterway has increased.

Reviewing regional river trade, cargo volume throughout rose at an average rate of 6%
annually between 2004 and 2012, reaching an approximate 258 million tons in 2012. Of this
total, 251 million tons passed through river ports in Vietnam, Thailand, and Indonesia. Indeed,
use of inland waterways highest amongst Vietnam, Thailand, and Indonesia, whose shares
account for 59.9%, 20.3%, and 17.1% of total river port throughput, respectively, for the period
of 2004 to 2012. While these countries combined recorded over 97% of the river throughput,
Laos, Myanmar, and Cambodia — with large river networks but much smaller recorded river

trade volumes — stand much to gain from further developing inland waterways.
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Figure 25. ASEAN River Cargo Throughput (thousand tons)
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Figure 26. River cargo throughput, Indonesia and Vietnam
(thousand tons)

200,000 -
160,000 -
120,000 - /_/
80,000 - e |ndONeSsia
40,000 - / = \/ietnam
0 b+
(]90“ (]96” q,°°6 (]96\ (}9@’ r&o‘b ‘)9@ qp"\ ()90

Figure 27. River cargo throughput, Laos and Cambodia
(thousand tons)
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While

increased steadily since 2004, growth

river cargo throughput has
leveled and decreased slightly during the
early years of MPAC. This pattern is
attributable to decreases in throughput in
Vietnam and Indonesia after 2010, which
may be due to substitution of alternative
transportation modes (i.e. road transport

in Vietnam).

A closer look at two of the lowest volume
countries, Cambodia and Laos, whose
nevertheless

river economies are

important and underutilized, show a
marked rise in (albeit low) recorded cargo
MPAC

throughputs following

implementation.

-

In Summary

from 2011.

e Progress in the early implementation period (2011-2012) appears limited, though the short
time frame and data limitations may be not be sufficient to demonstrate progress.
e Early data in Laos and Cambodia are promising, suggesting the possibility of increasing growth

e River networks in Cambodia, Laos, and Myanmar are underdeveloped as trade transit modes.
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Strategy 4. Accomplish an integrated maritime transport system

Maritime transport accounts for the greatest volume in international trade and is recognized
as the most efficient and cost-effective mode of transporting large cargo volumes. As such,
the development of a robust, integrated maritime transport system is critical to both ASEAN
regional and global trade connectivity and competitiveness. Central to the development of a
competitive maritime industry is the reinforcement and upgrading of existing infrastructure and
the establishment of reliable, efficient shipping routes and a system of competitive ports. Steps
towards these goals include increasing port capacity and services, particularly for 47
designated ports within the trans-ASEAN network, and establishing reliable roll-on/roll-off

(RoRo) shipping routes to capture cost and time efficiencies.

ASEAN has taken important steps towards integrating the sector, including 2007 adoption of
the Roadmap towards an Integrated and Competitive Maritime Transport in ASEAN
(RICMTA). Nevertheless, unlike air transport, progress in the maritime sector is lagging, in
part due to slow implementation of policy and exclusion of maritime cabotage from trade
reform deliberations. This, naturally, has the most significance for the connectivity of

archipelagic regions of ASEAN.

Figure 28. MPAC 47 designated ports and 2008 cargo throughput

]

ASEAN continues to work on
implementation of RICTMA
and the creation of an ASEAN
Single  Shipping  Market
(ASSM), with restated
implementation goals  of
1 smim 2015, Further, the
establishment of an ASEAN
roll-on/roll-off (RoR0) network
is still in the early stages of

planning, with  feasibility
studies conducted only in
Source: MPAC, 2009 2012-2013. Outside of the
Philippines, which has prioritized RoRo to connect less-developed regions with economic
centers within and outside of the country, the network has been given limited attention on the
ASEAN maritime development agenda.
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There are currently three active projects in the ASEAN RoRo development framework. The
Brunei-Malaysia corridor has been active since 2010; an Indonesia-Philippines link between
Sulawesi and Mindanao was established in late 2014; and there are current plans for a route
between Phuket, Thailand, and Penang and Langkawi, Malaysia. Further, a feasibility study
has been undertaken by JICA, with three priority routes identified. Efforts to operationalize the

network are currently ongoing.

With respect to port infrastructure, the World Bank ASEAN PPP Pipeline Project found that,
as of December 2014, only 16 of the 47 identified ports have been completed or are under
construction / rehabilitation, and another 24 are scheduled for construction or rehabilitation.
Thus, 40 ports are constructed or have specific development plans, while the remaining seven
have not progressed. Three of these (Kyaukphyu in Myanmar, Kemaman in Malaysia, and Ho
Chi Minh in Vietnam) have been removed from national development plans due to limited

resources and/or strategic shifts in infrastructure development.

Therefore, since neither the ASSM nor RoRo network have reached the implementation stage,
and since port development is only approximately 30% implemented, progress on maritime
connectivity over the MPAC implementation period is reflective of general progress in the
sector and increased ASEAN attention to maritime development, rather than direct impact of

the full suite of MPAC maritime actions.

Indicator and Data Source

In addition to an overview of port and maritime network development key activities, progress
in maritime connectivity is reflected partially in the growth of volume of maritime trade and port
cargo throughputs, as well as changes in industry perceptions of port quality. Patterns of
integration and competitiveness are described along two aspects: maritime trade activity and
port quality. The first attends to international sea trade, drawing on import, export, and sea
cargo throughput data for ASEAN Members States. Data is available from the ASEAN-Japan
Transport Partnership (AJTP), with latest data recorded for 2012. The second aspect attends
to business executives' perceptions of the quality of port facilities in each member state. The
indicator ‘Quality of Port Infrastructure’ draws on perceptions data from the World Economic

Forum'’s Global Competitiveness Index (GCI) dataset, recorded up to 2015.

Progress

International sea cargo throughput has increased steadily over the past ten years at an

average rate of 4.5-5.3%, growing in volume from 1.34 billion tons in 2005 to over 1.82 billion
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tons in 2012.%° While rate of throughput growth for ASEAN did not increase significantly during
the early years of the MPAC implementation, the limited time frame of post-MPAC data (latest
data is only available to 2012) and delayed implementation of key maritime activities also limit

the ability to detect a trend shift for ASEAN overall.

Figure 29. International sea container throughput (thousand tons)
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Examination at the country level, however, suggests that some Member States have, indeed,
experienced higher growth rates for sea cargo throughput during the early implementation
period: Thailand, Myanmar, and the Philippines all experienced increased rates of cargo
throughput growth in 2011 and 2012.

Figure 30. Sea container throughput, Thailand, Myanmar, Philippines (thousand tons)

Thailand Myanmar Philippines
200,000 30,000 150,000
150,000 20,000 100,000 ’_\/
100,000
50,000 10,000 50,000
0 + + t 0 + + + + t + 0 1
H O A OO N O PO PO O NG H A OO N0
O° O° O L N N N L LN NN SO PO NN N
PR R D PP D PR R PR PP (DS S S S S S S

Source: AJTP, 2015

While imports by sea have been generally steady, exports by sea have grown steadily since
2005, albeit with no discernable trend shift following adoption of MPAC. Continuous monitoring
of exports and access to data on bilateral trade flows of sea cargo would be the next step in
monitoring the connectivity impacts of MPAC on sea trade, particularly following the

implementation of key actions that have yet to be realized.

19 5.3% considering an average in growth over the seven year period, not accounting for the one year of negative
growth (-0.8%) in 2009, following the Global Financial Crisis.
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Figure 31. Imports and exports by sea (thousand tons)
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While imports generally hold steady for ASEAN over the time period, they also fluctuate at the
country level with offsetting effects. While sea imports to Thailand fell, whereas imports to
Indonesia rose both before and after MPAC, Myanmar experienced a sharp increase in
imports by sea starting in 2008, carrying through the implementation period. As for exports by
sea, Indonesia data suggests an upward shift in growth from 2010 to 2012, though additional
tracking for the periods following is necessary to detect a trend change, if any.

Figure 32. Imports and exports by sea, Indonesia and Myanmar (thousand tons)
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Port Quality

Amongst many indicators of trade and economic competitiveness, the World Economic
Forum’s Global Competitiveness Index (GCI) captures annual survey data on respondents’
perceptions of the quality of port infrastructure across 133 economies. While these indicators
are reflective of perceptions rather than directly measured performance, they are helpful to
capture expert assessment of maritime infrastructure development over time.? In semi-annual
surveys, maritime industry respondents rank port infrastructure on a scale from 1 (port

infrastructure extremely underdeveloped) to 7 (efficient by international standards).

GCI Quality of Port Infrastructure data suggests that, while port services and capacity have
generally improved over the past ten years, they have progressed slowly.?! Nevertheless, the
ASEAN average score for port quality has increased from 2007 to 2012, with a noticeable
increase during the 2012-2013 period. This brief surge was followed, however, by a decrease.
This may be simply a reflection of perception shifts, or may indicate that early attention to the
quality of port services during early MPAC slipped in the middle implementation period. This

pattern warrants further monitoring to determine whether a trend shift is to follow.

Country by country, Malaysia’'s and Singapore’s port quality scores have remained at stable

highs, with both exceeding average scores for high-income OECD countries each year.

Figure 33. GCI, Quality of port infrastructure, Malaysia and Singapore??
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The Philippines and Indonesia, whose maritime trade is critical to both international and

domestic trade and whose governments have both prioritized port development in recent

20 Due to the nature of perceptions and survey responses and national-level influences, scores cannot be
definitively compared across countries. Rather, the emphasis is on shifts within countries over time.

21 Myanmar has not been included in quality assessment due to the lack of data (the only data available is for the
last two operating periods) and land-locked Laos is also not assessed due to non-applicability.

22 Member States graphed separately for readability purposes only.
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years, have both steadily improved port quality, with a noticeable increase during the MPAC
period. This is key for these countries, which are ASEAN’s primary archipelagic regions. So,
too, have Vietnam'’s ports improved over the past ten years, but with the sharpest increase in

score improvement occurring just prior to MPAC implementation.

Figure 34. GCI, Quality of port infrastructure, Indonesia,
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Source: GCI, 2015 years. Brunei's port
infrastructure quality has fluctuated, falling from 2008 to 2011, and increasing again by 2014
to just under its 2008 score. In Thailand, on the other hand, port quality assessment peaked
in 2010 but has decreased moderately since. Similarly, a decrease in Cambodia’s port quality

since 2012-2013 requires further monitoring.

Country consultations during the World  Figure 35. GCI, Quality of port infrastructure, select ASEAN
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dispersion of limited volumes.

To the first point, consultations in Indonesia and Philippines suggest that maritime transport
average costs are prohibitively high in some locations due to ships entering ports with high
volumes and leaving empty (because of limited demand for those regions’ exports). In
southern Vietnam, on the other hand, a large port network is currently competing for low levels
of traffic, which are insufficient to make efficient use of the system.

51



Another issue requiring attention is potential overdevelopment of new ports, as opposed to
development and improvement of support infrastructure, rehabilitation of existing ports, and
improved connectivity to other modes of transport. Consultations in Indonesia and the
Philippines suggest that further investments in large equipment (e.g., cranes) and ICT are
required to capture the benefits of prior investments in core infrastructure (e.g., berths,
breakwaters, etc.) and reduce costs associated with low berth turnover and long port
occupancies. Lastly, lack of sufficient investments in roads and rail connecting ports and
follow-on freight services has led to two contrasting problems: excessive port congestion (e.g.,
Tanjung Priok, Manila) or low utilization (e.g., southern Vietnam) (World Bank Infrastructure
Hub 2014). Further analysis of port capacity, productivity (e.g., average berthing / port stay
times), and utilization (e.g., berthing occupancy rates) is required to assess port efficiency and
identify areas of excess or insufficient capacity. Additionally, fieldwork and expert consultation
on perceptions of port quality would be helpful to identify key issues related to patterns of port

quality performance.

4 )

In Summary

e Seaport container throughput has increased, particularly in Thailand, Myanmar, and the
Philippines since MPAC implementation.

e Indonesia’s exports by sea have also increased significantly in the early years of MPAC.

e Progress in perceptions of port quality has been uneven: while most Member States’ scores
rose, Thailand’s post-MPAC downward trend requires further monitoring, particularly given the
country’s importance to maritime trade.

e More data on port capacity, utilization, and productivity is required to assess the development
of the maritime sector.
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Strategy 5. Establish an integrated multimodal transport system

On order to facilitate regional logistics connectivity and leverage developments in the road,
rail, air, river, and sea transport sectors, MPAC recognizes the need to integrate modes via
linkages. A multi-modal transport system requires seamless integration across land, sea, and
air, to connect the movement of goods across ASEAN. Key actions within this strategy
correspond directly to physical Connectivity strategies 1, 2, and 4, as they relate to developing
sections of the AHN and SKRL as well as upgrading and developing sea ports, particularly
where modes of transport intersect. In addition to these, key components of the envisaged
multimodal transport system include the development of terminal ports of the East West
Economic Corridor at Yangon and Da Nang; the construction of the Dawei sea port and
Mekong Bridge at Neak Loung as important components of the Mekong-India Economic
Corridor; and development of ASEAN dry ports in coordination with the AHN and SKRL.

The statuses of the key actions of physical Connectivity Strategy 5 are as follows:

Activity Status
Complete the East West Economic Corridor (EWEC)
Construct the missing link in Myanmar One of two missing links constructed, below
Class Il status
Develop / upgrade terminal ports at Yangon, Da Dawei feasibility study complete, no current
Nang plans for construction; Da Nang major

upgrading underway for Tien Sa deep seaport,
estimated completion in 2018

Promote the Mekong-India Economic Corridor (MIEC) as a land bridge

Construct Mekong Bridge in Neak Loung (national ~ Under construction, scheduled for completion in

road No.1 in Cambodia) early 2015
Develop Dawei deep sea port (by 2020) No current development plan<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>