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Review and Assessment of IMT-GT Economic Corridors
CONCEPT NOTE
. Background
1, The 24™ IMT-GT Ministerial Meeting held in October 2018 in Melaka directed the review

of existing IMT-GT economic corridors and a study of the proposed sixth corridor linking Pattani-
Yala-Narathiwat in Thailand with Perak and Kelantan in Malaysia and Southern Sumatra in
Indonesia. The Ministers also directed the conduct of a study on the role of special economic
zones at the borders - a study that would complement the IMT-GT economic corridors study.
ADB's support was requested in the conduct of the two studies. -

2. The economic corridor approach to development was first mentioned in the IMT-GT
Roadmap 2007-2011 as a key anchor for clustering major economic activities in the subregion.
The idea was for the corridors to serve as “trunk lines” from which development would radiate to
neighboring areas through transport and economic linkages. The Roadmap identified four
economic corridors; subsequently, a fifth one was added for a total of five economic corridors at
present.

3 The Implementation Blueprint for 2012-2016 (IB 2012-2016) — the successor to the
Roadmap — included economic corridor development programs and projects among the
flagship initiatives in the transport and energy sector. The importance of economic corridors was
carried over to the IB 2017-2021, albeit under a modified framework. As the first leg of IMT-GT
Vision 2036, the 1B 2017-2021 considered economic corridors as a spatial focus to underpin the
Vision's three priority goals of (i) sustainable, inclusive and innovative agriculture sector: (ii)
competitive, innovative and advanced industrial base; and (iii) sustainable, competitive and
inclusive cross-border tourism.

1l An Overview of the Five IMT-GT Economic Corridors

4. The five IMT-GT economic corridors each have unique characteristics. Four are regional
corridors; one is a national corridor in Sumatra. Three corridors have overland links between
economic centers in Malaysia and Thailand, complemented by maritime links to Sumatra ports
in Medan (EC1), Dumai (EC4) and Aceh (EC5). One is a coastal corridor along the western
coast of Thailand and Malaysia. The land and maritime links are to be supplemented by air
services that would facilitate the movement of high-value, less bulky cargo, as well as tourist
passenger traffic, across the subregion.

5. The five economic corridors are described briefly below.

* The Extended Songkhla-Penang-Medan Corridor (EC 1) is primarily an overland
corridor connecting the southern Thai provinces of Nakhon Si Thammarat-
Phatthalung with the international gateway port in Songkhla; an overland route from
Songkhla to Penang, and a maritime connection to the port of Medan in Sumatra.

e The Straits of Malacca Corridor (EC2) is a coastal corridor connecting the Thai
provinces of Trang and Satun with the Malaysian province of Perlis, and on to Port
Klang, Penang and Malacca along the western coast. The corridor's proximity to
Sumatra offers potential for complementation along various stages of the production
chain.




Monday 11

09:30-09:45
09:45-10:00
10:00-10:30
10:30-10:45
10:45-11:50
11:50-12:00

17:25 18:50

Tuesday 12
9:00 -10:30
10:30-12:00

13:00-14:00
14:00-15:30
16:00-17:30

Wednesday 13

8:00-10:30
10:30-11:30

13:00-14:00
15:00-16:00

Thursday 14
8:30 - 10:00
10:30-12:00

13:00-14:00
14:00-16:00

Friday 15
09:30 -12:00

13:30-16:30
19:30-20:55

-

Tentative
Schedule and Logistics for Fieldwork for EC1 and EC 6
11 - 15 November 2019

Mornin

Meetingg with the representative from the NESDB & Ministry of Transport
* Opening Statement by the National Secretariat

® Introduction to the Study

* Preliminary Country Report Presentation

* Coffee/Tea Break

* Discussion

* Recap of Discussions and Closing

Afternoon
Bangkok (DMK) - Hat Yai, TG/Thai Smiles TG 2263/WE 263
Check in Centara Hat Yai Hotel

Morning
* Visit Sadao Custom
¢ Inspect New Sadao Custom Facilities

Afternoon

* Visit Ban Prakob Custom

* Travel to Yala through Malaysia at Ban Prakob Border Crossing
* Visit Batong Custom

Stay in Grand Mandarin Batong Hotel

Morning
* Travel to Narathiwat through Malaysia
* Visit Buketa Custom

Afternoon

* Visit Su-ngai Kolok Custom

* Visit Narathiwat Provincial Office and Narathiwat CC, FTI.
Check in Imperial Narathiwat Hote|

Morning
* Travel to Pattani
* Visit Pattani Provincial Office and Pattani CC, FTI.

Afternoon

* Travel to Yala

* Visit Yala Provincial Office and Yala CC, FTI.
Stay in Yala Hotel

Morning
* Visit Southern Border Provinces Administration Centre (SBPAC)

Afternoon
* Travel to Hat Yai International Airport
Hat Yai - Bangkok (DMK) TG/Thai Smiles TG 2264/WE 264

Remark: Chamber of Commerce: CC
Federation of Thai Industry: FTI
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* The Banda Aceh-Medan-Pekanbaru-Palembang Corridor (EC3) is a national corridor
spanning the entire length of Sumatra. Connectivity among the island’s provinces is
envisaged to build traffic volume leading to Sumatra’s international ports along its
eastern coast —-Banda Aceh, Medan, Pekanbaru, Dumai and Jambi -
complementing coastal connectivity with ports in Penang and Melaka.

* The Melaka-Dumai Corridor (EC4) is primarily a maritime corridor that builds on the
strategic location of the ports of Dumai and Melaka located opposite each other
adjacent to one of the narrowest stretches of the Straits of Malacca. The corridor's
development includes developing Dumai port capacity and facilities, as well as that
of the adjacent Kuala Enok port, and building access roads in Pekanbaru.

* The Ranong-Phuket-Aceh Corridor (EC 5) is mainly a maritime corridor linking ports
in the northern part of Sumatra (mainly Ulee Lheue and Malahayati) with Phuket Port
in Southern Thailand. Ulee Lheue Port could link to Phuket Port through the
development of RoRo services to exploit tourism potential.

6. The 6™ economic corridor will connect the west coast of Thailand to the west coast of
Malaysia. It will link Thailand's southern provinces of Pattani, Yala and Narathiwat with the east
coast to link with Malaysia at Perak and Kelantan and to the eastern provinces of Sumatra.

1. Global and Regional Context

7. The review of the IMT-GT economic corridors comes at a time of sweeping changes that
is opening up both opportunities and challenges for development.

8. The Fourth Industrial revolution (4IR) is changing the patterns and pace of
connectivity in its various dimensions. It has abbreviated physical distance, blurred national
boundaries, developed intelligent transport systems, introduced disruptive business
technologies and changed the rules of competition. The challenge for IMT-GT is to harness the
potential of the 4IR as a powerful tool for wealth creation, inclusion and sustainability by
redefining connectivity paradigms, leap-frogging technologies for enhanced competitiveness,
and accelerating adaptive human capacities and skills.

9. The PRC's Belt and Road Initiative (BRI) launched in 2013 has unleashed
unprecedented infrastructure inertia across Asia and Europe that is now changing connectivity
patterns across continents. The BRI seeks to establish links that would connect PRC with
Southeast, Central and West, South and North Asia, both by land and by sea, building on
existing infrastructure networks within and across regions/subregions. A World Bank study? has
identified centers in BRI partner countries that are poised to benefit well from the initiative. In
Southeast Asia, these centers include: Kuala Lumpur, Bangkok, Hanoi, Singapore, and Yangon.
For these centers to benefit more fully from the BRI, they need to invest in value adding logistics
services and participate in regional and global value chains through well-functioning economic
corridors.

10. Recent national and bilateral initiatives taken in response to emerging global and
regional opportunities offer possibilities to cover more areas under IMT- GT. For instance, the
sixth economic corridor aims to link Thailand's southern provinces with Malaysia's northern
states of Perak and Kelantan, covered under the NCER and ECER. These two states are not

! Derudder, B. Xingjian Liu, and Charles Kunaka. 2018. Connectivity Along Overland Corridors of the Belt and Road
Initiative. The World Bank MTI Global Practice. Discussion Paper No.6. October 2018.
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linked currently with IMT-GT corridors but are linked to Thailand's southernmost provinces
under the Joint Development Strategy (JDS). There are also possibilities of linking prototype
provinces in Thailand’s Security-Prosperity-Sustainability Triangle (Pattani, Yala and
Narathiwat) with Malaysia’'s ECER. The Indonesian Government has also initiated various
special economic zones and industrial parks in Sumatra with potential value chain linkages in
Malaysia and Thailand.

11. Vision 2036 has called for new spatial orientation to build functional region-wide
economic corridors. Compared to the past approach that focused on developing lagging
regions within the subregion’s administrative units, the new approach takes a wider, network-
oriented perspective that considers the corridor's role in relation to (i) cities and economic
centers outside the corridor, (i) the network of other corridors in Southeast Asia (e.g. in the
GMS); and (iii) neighboring countries such as PRC and India. For IMT-GT to be inclusive, this
broader perspective also suggests the need for a balanced approach through deepening
engagement at the local level to ensure that the corridor brings beneficial impacts to the rural
areas. While a relatively high level of physical connectivity has been attained with the
completion of all Asian Highway routes in IMT-GT?, poor road systems still exist within the
designated economic corridors, as well as their peripheral areas, and would need to be
addressed.

Iv. Study Objectives

12. The review and assessment of IMT-GT economic corridors seeks to take stock of
progress made since 2007, when the first IMT-GT Roadmap (2007-2011) designated the
corridors to be a major anchor program for the clustering of economic activities in the subregion.
No comprehensive review of the corridors' status and progress have been taken so far, even as
part of the process of formulating the IB 2012-2016, and the IB 2017-2021. The IMT
Governments however, have reported several programs and projects in the corridor areas that
indicate noteworthy progress and sustained economic vibrancy of these geographic spaces
over the past decade.

13.  The IMT-GT corridors have defined broadly the key points that they seek to link, but it
would be useful to have more specific details on specific connectivity points and multimodal
links — in particular, the road to maritime connections. Currently available information on the
development of each corridor consists mainly of national initiatives/projects in the corridor area
submitted by the Governments. Many of these initiatives involve the development of special
economic zones and industrial clusters, described in broad terms, and mostly lacking details on
the connectivity component, value-chain analysis, and logistics services analysis. Currently, the
information base for determining the status of physical connectivity for realizing the corridor
objectives is not well-organized.

14. The review and assessment of the IMT-GT economic corridors will thus have the
following objectives:
i) Analyze the physical connectivity status of the IMT-GT corridors to include land,
maritime, multimodal, air and Internet connectivity;
ii) Identify gaps in existing corridors and possible areas of expansion, and recommend the
basis for prioritizing investments;
i) Conduct an assessment of the sixth economic corridor;

? Based on the ASEAN Transport Strategic Plan 2016-2025.

3
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iv) Identify the role of the corridor/corridor nodes in the supply chain of major products in the
corridor;

v) Identify business opportunities in the corridors, including for ICT applications and
tourism;

vi) Assess the economic benefits and spillovers of existing corridors in terms of actual and
potential economic growth, trade and traffic flows, investments, employment and
tourism; and

vii) Analyze shifts in population movement and urbanization as an indicator of economic
development.

15. The study hopes to provide an initial information base that can be used as benchmarks
for future assessments of corridor performance. It will also provide the opportunity to examine
more closely, the development plans of the IMT countries in the corridor area which will provide
insights into the potential economic growth. Moreover, the results from the study can provide
inputs to spatial and industrial planning, and, on a more practical plane, provide a benchmark
for monitoring progress of the IMT-GT Corridors on a regular basis.

V. Conceptual and Analytical Framework

16. A corridor approach to development typically involves connecting nodes or economic
centers, possibly with smaller nodes in between, through a transport backbone (a transport
corridor). For an economic corridor to be viable, it must connect nodes or centers with
substantial actual or potential economic growth®. Although an economic corridor is generally
defined by a transport route, it can influence a much wider space that includes production
centers (manufacturing hubs, industrial clusters, special economic zones) and demand centers
(cities and major urban centers). In addition, transnational or regional economic corridors,
would include border crossings; and gateways (seaports) that provide access to international
markets. Economic centers in the vicinity of transport corridors can be deliberately planned as
part of corridor development, or they may be in the nature of market responses resulting from
the spillovers of physical connectivity.

18. Several factors will determine the extent to which an economic corridor can realize its
growth potential, namely:
i) The extent to which economic centers, serving as nodes in each country, are connected:
i) The location of economic centers relative to all other centers within a country, and to
other countries;
iii) The “thickness” of overland borders, as manifested by the time and cost it takes to cross
national borders:
iv) The extent to which concentration Or convergence occurs between villages and cities, or
between lagging and leading areas in a county;

* Srivastava, P. 2011. Regional Corridors Development in Regional Cooperation. ADB Economics Working Paper
Series No. 258
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V) The strengthening of weak links along a corridor that are important to the transmission
and facilitation of flows along the corridor.

19. The first two are concerned with infrastructure connectivity (spatial investments) which is
an indicator of the ease of reaching markets (market access) for a given location to increase its
economic opportunity. It covers roads, railways, maritime and air transport systems,
telecommunications and the Internet. The extent of physical connectivity can indicate the size of
the potential markets -— both within and outside of a designated corridor -— and the ease of
reaching them. This can be manifested in supply chain linkages and in cross-border trade.

20. While the first two are concerned with physical distance, the third factor is concerned
with economic distance as manifested by the time and cost it takes to cross a national border
within a corridor. The “thickness” of the border can sometimes reduce the advantage of physical
proximity and can have an effect on trade flows. The fourth factor involves the concentration of
people (consumer markets) and production units as part of the geographic transition in an
economic corridor. Economic concentration at the local level can be measured by the rate of
urbanization — the growth of economic and population density in towns and cities. Urbanization,
defined broadly as population shift from rural to urban areas, can indicate expansion in market
size and an increase in production outputs, resulting from economies of scale realized by firms
locating near each other, thus having a beneficial impact on the level of employment, income

to its viability. Weak links pertain not only to gaps in physical infrastructure, but also to
asynchronous policies and regulations, thus underscoring the importance of regional
cooperation in fostering well-coordinated policies for economic corridor development.

21.  Table 1 lists the preliminary data and information requirements for the study. The list will
be refined upon further examination of data sources. Most of the data required will be at the
level of states or provinces.

VI Methodology

22 The Study will involve desk research on IMT-GT documents and other references,
including from the Internet, and data analysis. Working Group members, as key stakeholders
and resource persons, will be consulted on the availability and quality of data and the status of
programs and projects. Guidance from CIMT will also be sought.

23. To facilitate analysis, the study team will develop categories for grouping corridors based
on certain characteristics or parameters. For instance, the status of physical connectivity can
be classified as complete, substantially completed or partially completed, based on the
percentage of road length constructed. Corridors can also be graded into levels based on the
extent of completion of transport links, the efficiency of border nodes in facilitating trade, and
investment attraction. The categories could be the basis for prioritizing investments and

determining the focus of interventions.
24, Country consultations (either through a face-to-face or virtual meetings) will be

conducted in the course of the Study to exchange views on the preliminary and tentative
findings.
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VIl.  The Study Team

25. The Senior Officials will provide overall technical and strategic guidance to the Study
Team. The study team will be composed of the Team Leader, national consultants from each of
the IMT countries, and representatives from the CIMT and National Secretariats. Under the
guidance of the Team Leader, the national consultants will collect data and prepare the country
reports on the corridor segment pertaining to their respective countries. The Team Leader will
prepare the integrative report from a subregional perspective, based on the national consultants’
outputs. The representatives from CIMT and the National Secretariats will provide inputs and
advice, connect the Study Team members to working group members and subnational officials,
the JBC and industry organizations, and coordinate and organize country consultations.

VIll. Milestones and Timelines

26. Indicative milestones for the study are given below.

Fielding of National Consultants. kJuly: ‘
Preliminary draft of national reports 1t week October 20
Country Visits end Oct — end Nov 2019
First draft of national reports 2™ week December 2019
Integrated findings presented at SPM February 2020

Revised draft of country reports 2" week March 2020
First draft of integrative report 2" week April 2020
Vetting of country and integrative reports 1% -2 week May 2020
Final draft of country and integrative reports 3 week June 2020
Editing and layout July 2020

Submission to Prep SOM 26™ MM August 2020
Submission to 26" MM September 2020

Since the Study is data intensive, the target milestone dates will depend on the availability and
timely collection of data.
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Table 1. Data and Information Requirements (preliminary)

PR R

‘Status of .phy"sicalr 6Sﬁﬁécfivit§

S

: :‘“.jL: i

Land routes: This will involve determining
the status and quality of road transport
infrastructure that connect (i) commercial
nodes; (i) border nodes; (iii) interchange
nodes; and (iv) tourism nodes.

Railway projects related to the IMT-GT
corridors will also be reviewed.

— Distance between nodes

— Traffic lanes

— Alignment and classification based on the
Asian Highway (AH) standards.*

- Rail length and routes

— Link to corridor nodes, alternative to roads

— Interoperability (if applicable)

1b

Cross-border nodes. Apart from physical
distance, economic distance measured in
terms of the time and cost to cross the
border, will be established. This will
determine the “thickness” of the border,
which can sometimes offset the
advantages of physical distance.

- Distance between cross-border nodes

— Volume of cross-border traffic (inbound
and outbound vehicles)

— Economic distance, i.e. the time and cost
to move goods and services across the
border.

— Auvailability of border infrastructure and
facilities

— Efficiency of customs, immigration and
quarantine procedures

— Tourism flows (as applicable)

1¢

1c (i) Land to port or intermodal
connectivity.

1c (ii) Port-to-port connectivity (port level)

1c (iii) Port-port connectivity (country
level)

1c (i) Inland transport
- Availability and quality of road and rail
access links
— Port capacity and facilities (e.g. inland
container depots, container facilities)
— Logistics services

1c (i) Indicators of quality of port performance
— Ship schedules or ship movement
- RoRo services (as applicable)
— Container through-put data
~ Container dwell times at terminal
— Feeder services

1 ¢ (iii) Aggregate port performance indicators
available from open sources

— Liner Connectivity Index (UNCTAD)

- Quality of Port Infrastructure Index

“ The Asian Highway Standards Classification is based on the number of lanes and pavement type. The
categories are as follows: Primary — access controlled motorway; asphalt or cement concrete; Class | — 4
or more lanes highway; asphalt or cement concrete; Class Il — 2 lanes; asphalt or cement concrete; and
Class Ill — 2 lanes (narrow); double bituminous treatment.
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‘ (World Economic Foru)
— Logistics Performance Index (World

Bank).
1d | Air connectivity between nodes Number and frequency of flights
1e | Internet connectivity -~ Number of subscribers
— Number of users
— Number of ISPs
2 | Actual/ potential economic growth — Gross domestic product

and basic socio-economic indicators

— GDP per capita

- Poverty incidence

— Employment/labor force participation rate

~ Adult literacy rate (functional literacy rate if
available)

Supply chain linkages

— Supply chain diagram for at least 3 major
products per corridor reflecting the role of
nodes within the corridor or outside the
corridor

Trade flows in border overland nodes

Trade flows in gateway ports

— Import and export data for overland border
nodes

- import and export cargo volume for
gateway ports

— Trade data at the national level for at least
three major products produced in the
corridors

Value of business investments in special
economic zones and industrial facilities*

— Number of registered enterprises

— Industries locating in the zone or facility

— Value of investments of registered
enterprises

- Size of registered enterprises (small,
medium, large)

- Comparative investment incentives for
special economic zones in the IMT
countries

Tourism

-~ Number of tourist arrivals by country of
origin

Concentration/urbanization as an indicator
of economic development.

— Population and population density

— Urban/rural share of the population

- Share of manufacturing and services to
GDP

*To be coordinated with the Special Economic Zones study.
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