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PREFACE

Nowadays, as the world multi—pol; economic i information socialization and cultural di—

versification are gaining momentum, all nations are more closely intertwined in political. economic and cultural di~

mensions than ever before. The human society is embracing great challenges in development and progress. The Ini

tiative of “Jointly Building Silk Road Economic Belt and 21st-Century after referred to

received ex—

as “the Belt and Road or B&R" ) ", proposed by the Chinese government in 2013, has immediately

tes

ive attention and high iation from the i s ty. Up to now. more than 100 countries and

itiative.

international organizations around the world actively support and participate in the I

v. a priority for imp the Initiative, has heen strengthened over the past four

years. A number of cooperative projects in the sectors of transportal

n. energy and utilities have been put on the

agenda. At the Belt and Road Forum for International Cooperation convened on May 14, 2017 in Beijing. the

world” s political leaders reached a series of consensuses on further enhancing pragmatic partnership over infra—

structure v: supporting the jon of multi-modal ive corridors and i trunk

passageways, including New Eurasian Continental Bridge, Northern Sea Route and Central Corridor: and gradually

building a global infrastructure network. Tremendous opportunities will be opened up to interna

takeholders worldwi

investors, contractors and other

However, given the uneven infrastructure development and varying political & economic contexts along the

involved in this Initiative are faced with considerable challenges and uncertaintie

Belt and Road, all companic

and need to intensify rescarches to ensure steady and sound progress of the investment and construction projects.

In view of this, China International Contractors Association ha

joined hands with Dagong Global Credit
Rating Group to conduct  the research of “The Belt and Road Infrastructure Development Index (BRIDI)". The aim

ics and trend of the international infr

is to develop an in-depth insight into the sta

quo, characteris strueture

ve information for domestic

market, capture investment opportunities, stand up to potential challenges. offer supporti

and international infrastr

ture investors, contractors and all other related parties to expand international markets

and contribute positively to the global i

frastructure development. The Index will be released annually as an im—

portant finding on the International Infrastructure Investment and Construction Forum in Macao, and build an in—

data sha

frastructure-related information s

ervice platform for index analysis and dynam ng.

The research took almost a year and contained tens of thousands of data over a time span of ten years. It w

from related

the result of dozens of expert meetings and corporate seminars and took advises from over 30 expe

government departments, authoritative national re Our research team

carch institutes and key corporate membe:

developed a trailblazing index model to envision the future of a country in infrastructure development over the next

2or 3 years based on the perspective of environment, potential and trend. This year, altogether 71 Belt and Road as




well as CPLP countries were chosen for search. As more and more nations are expected to play an active role

in the Initiative, a wider spectrum of countries will be included in future studies. Now. we are he

e to publish the

nplished 2017 index research and analysis report.

This report consists of five parts. The first part introduces the meaning, framework and research scope of
BRIDL The second part contains a general analysis about BRIDL especially the characteristies of future in—
frastructure development along the Belt and Road. The third part analyzes factors that may influence infra~

structure to enable an ing of the

and inherent logic of the infrastruc—
ture industry from the perspectives of development environment, potential and trend. The fourth part carries
an analysis of individual sectors of the industry. The last part explains the opportunities and challenges for the

Belt and Road infrastructure development and puts forward suggestions.

We hope that each of our readers, especially international infrastructure industrial players, could derive

benelfits from this research. Due to the limited time and expertise, careless omissions or inadequate statements
may happen in this research and analysis report. Your comments and suggestions are highly appreciated for us

to improve in future studies and reports.

In the end, we want to express gratitude to the following partners for th

I vigorous supports and assis—

n, The M

tance for this research and report: Department of Outward Investment and Economic Cooperati

try of Commerce of China: Macao Trade and Investment Pron n Institute; Dagong Global Credit Ra

Group: Business Monitor Research (BMI); Development Research Center of the State Council: Institute of

Territorial Developme Resear “: SASAC Research Center, Chinese Acad—

at and Regional Econon

emy of International Trade a

1 Economic Cooperatio

Science: iversity of International Business and Eco

China Development Bay he Export—Import Bank of C

d: China State Construction; China Natios

al Technical Import & Export Ce

poration of China Ltd.; CGCOC Group: and Alliance PKU Management Consultants Lid., ete. Our

thanks also go to cach individual who has contributed positively to this research and paper.

China International Contractors Association

May 2017
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nesia, India, Vietnam and Iran as both growth

leaders and hotspots for cross—border projects.

Analysis on Infrastructure Industries of

B&R Countries

N
N

Transportation: prominent demand, - promising

future

9
R

Building: targeting housing upgradation in resi-
dential field

26 Energy: stable output growth, focus on electricity

for telecommunications

Conclusion and Suggestion

29 Opportunities
30 Risks

31 Suggestions
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Appendix 1. About BRIDI

Appendix I: B&R Infrastructure Development Gross Index

To press ahead with the Initiative, offer supportive information for Chinese companies as well as international investors,
Appendix IT: B&R Infrastructure Development Index: contractors and operators to make decisions on cross-border infrastructure projects, and enable al related parties to under—
Along-the-route Country Rankings stand trends, discover opportunities and evade risks, China International Contractors Association (hereinafier referred to as

“CHINCA” ) has joined hands with Dagong Global Credit Rating Group (hereinafier referred to as“Dagong Global” ) and

Appendix III: B&R Infrastructure Development Index:
developed “The Belt and Road Infrastructure Development Index”  (hereinafter referred to as “Development Index” ,

Portuguese-speaking Country Rankings

Appendix IV: Development Climate Rankings (Top 15)

Appendix V: Development Potential Rankings (Top 15)

Appendix VI: Development Trend Rankings (Top 15)

Appendix VII: Index Caleulation Methodology

“the Index” or “BRIDI” ).

Upon

and factors in rel.

our res

1. Definition and Scope of BRIDI

“Infrastructure” refers generally to economic

projects that can directly or indire

Iy improve output

- : :
or productivity ! In this research, infrastructure facil-
ities are broken down into four major categories,
namely, transportation, energy, utililties and build-

ation of the World

ings, with reference to the clas

Bank and Business Monitor International (BMI).

Here, the transportation facilities include roads, rail-
ways, airports and ports, among others; the energy

mainly refers to oil & gas and electricity: the utililties

refers to water conservancy projects and communica~
tion networks: and buildings are those projects meant
for civil and commercial purposes.

The current research is angled towards infra-
structure development in target countries, in a sense

of assessing how far it can go in the future rather than

describing how much it has achieved up to now.
BRIDI, therefore, is to identify the potential of a

n the next

countryto develop infrastructure facil
two or three years, based on an analysis of some

major factors that may influence such development in

that country. In addition to country-specific develop-

‘h team has defined the scope of BRIDI and built our own research model.

ment indexes which are taken as the foundation and

heart of this arch, we have also calculated and

analyzed the gross BRIDI and some sub-indexes.

Excluding China, 63 Belt and Road countries”

are covered in this research. In addition, the Portu—

guese-speaking countries have strong complemen—

tari

s with B&R countries in the field of resources,
technology and market during the infrastructure

construc

n. The two sides have made initial prog-
ress in the transportation, electricity, petrochemical
and other areas of cooperation and future coopera—
tion space is huge. We have also worked over 8
CPLP countries to support the forthcoming Interna—

tional and C

Forum in Macao (China), which is a cooperation
platform for Portuguese-speaking countries. There—

fore, altogether 71 countries and regions (hereinafter

referred to as “the Belt and Road countries”) are se—
lected for the 2017 BRIDI research. As more and
more nations play an active role in the Initiative, a
wider spectrum of countries will be included in

BRIDI in the future.

1

. Encyclopedia of Economics, 1982, McGraw-Hill book Company.

2. Though also along the Belt and Road, Pakistan and Syria are na included in this index research due to a severe lack of data.
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Mongolia,

ingapore, Malaysia, Indonesia, Myanmar, Thailand, Laos, Cambodia, Vietnam, Brunci, Philippines, Iran, Iraq,

Turkey, Jordan, Lebanon, Tsracl, Saudi Arabia, Yemen, Oman, UAE, Qatar, Kuwait, Bahrain, Greece, Cyprus, Egypt, Ka=

63 Belt and

zakhstan, Uzbekistan, Turkmenistan, Tajikistan, Kyrgyzstan, I

Road Countries

Nepal, Bhutan, Poland, Lithuania, Estonia, Latvia, C;

Pakistan, Bangladesh, Afghanistan, Sri Lanka, Maldiv

Hungary, Slovenia, Croatia, Bosn

and Herzegovina,

Montenegro, Serbia, Albania, Romania, Bulgaria, Macedonia, Russia, Ukraine, Belarus, Georgia, Azerbaijan, Armenia, Mol

dova

2. BRIDI Model

Those who affect the infrastructure prospects
are not limited to external factors, but also include
internal dynamics and trends of the industry. After
comparing and analyzing various factors, we have
built an index model based on three calculated
sub-indexes of infrastructure development environ-—
ment, development potential and development trend,

which further include 8 secondary indicators and 33

tertiary indicators.
a) Development environment is the primary factor that
may affect cross-border infrastructure development

and a major source of risks associated with actual

er i investment or

The sub-index of development environment en—
compasses 4 secondary indicators in political, social,
financial and business dimensions. The political cli~
mate is associated with political stability, clarity in
infrastructure development strategy. policy continui—
ty. international relations, industrial openness and
other indicators. The social climate refers to public

security, culture and other social clements that may

secure or hinder smooth progress of infrastructure

projects. The financial climate looks into the sus—

tainability of liquid capital and the difficulty in capi-

Portugal, Brazil, Angola, Mozambique, Guinea-Bissau, Cape Verde, East Timor, Sao Tome and Pri

covery for cross-horder infrastructure projects, it

reflected through exchange rates, commo

ity
prices, openness of capital market, national debt
risks and other indicators. The business climate
reflrs to any factors that may influence the business

eff

ney of cross-horder contractors and investors,
including, among other indicators, the coverage of
cconomic laws, administrative efficiency, ease of

doing business and taxation burdens.

b) Development potential measures any long-term
forces that drive infrastructure development in a
country.

The sub-index of development potential in—

market demands and

volves 2 secondary indicat
production factor resources. The market demands
indicator is defined by the domestic per capita infra—
structure ownership and the needs for infrastructure
facilities to align with the current economic develop-
ment and international communications. The pro—
duction factor resources indicator looks into the
availability of lands, raw materials, labor forces,
funds and other factor resources for cross—border in-

frastrueture projeets.

c) Development trend reflects the run of infra—
structure development and implies where the in—
frastructure industry will head towards in the short

term.

The “development trend” sub=index is composed

of 25

ondary indicators: infrastructure growth rate
and the passion for cross-border infrastructure proj—
ccts. The infrastructure growth rate is measured by
the annual output of infrastructure-related subsectors
and the growth rate of infrastructure investment in a
country. The passion for cross-border infrastruc—
ture projects means to which degree an infrastructure
market is favored by overseas contractors. It can be

interpreted by the number and value of newly signed

overseas infrastructure contracts.
The BRIDI is an annual release and is calculated

d on the data and infor—

through the index model bas
mation about all indicators from the previous year. As

e of BRIDI, with

the year 2017 marks the first rele
the aim to ohserve the changes in a country and the
differences between various countries, we have ap—

plied the index model to 2006-2016 data and infor—

mation and set the 33 average figures of the indicators
in 2007 as the henchmarks, and derived the matrix of
infrastructure indexes for 71 countries thereafter.
Based on the counties indexes, we further caleulated
the gross Belt and Road Infrastructure Development

Index.

3. BRIDI’ s Characteristics

Given its concept and calculation results, the

BRIDI reveals the following characte;

is:

a) Both lateral comparison and vertical compari—

son are conducted for a comprehensive view of the

infrastructure development among the Belt and Road

countries. The vertical comparison between BRIDIs

of the last ten years reveals the general trend of in—
frastructure development along the route; while the

lateral comparison between the Belt and Road

countries helps rank speci

ic regions and countries

in terms of infrastructure development.

b) Both internal and external factors are studied
for a multi-level view of the elements that may in—
fluence the Belt and Road infrastructure develop—
ment. The aim is to identify the internal and exter—
nal driving forces and risks as well as the opportu—
nities and restrictions of each country for infra—
structure development through an analysis of its en—

vironment, potential and trend.

<) Both the status quo and future trend are ana—
lyzed for a forward-looking understanding of the
opportunities and risks facing the Belt and Road

countries in developing infrastructure facilities. An

investigation into, among others, the status quo,

driving forces and growth rates of the infrastructure

industry in related countries will reveal future pros—
pects and enable all parties involved in the overseas

projects to make ing plans

and strateg
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II. General Features of B&R Infrastructure Development

‘The BRIDIS for the year 2017 and the past 9 years indicate the following characteristies of the Belt and Road infra~

structure development:

1. Infrastructure industry shows an upward trend amidst fluctuations.

The gross Belt and Road Infrastructure Devel—
opment Index (gross BRIDI) is a weighted average of
respective development indexes of all countries under

current research. The distribution of gross BRIDIs

100%
90%
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70%
60%
50%
40%
30%
20%
10%
0%

over the years shows an upward trend amidst fluctu-
ations in the Belt and Road infrastructure develop—

ment. This stable growth will continue in the future.

140
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

mmm Development Trend Sub-index

. Development Potential Sub—index

= Development Environment Sub-index

= Gross BRIDIs

3
Fig. 2.1: Gross BRIDIs (2008-2017)

Historical data also revealed counter—cyclical
features of infrastructure development. In 2009 and
2015, as weighted down by global financial crisis and
cconomic slumps in emerging markets, the infra—
structure industry sank to a low-ebb. However, since

the governments intensified infrastructure inputs as a

means to spur economic recovery, the gross BRIDI
hit new peaks of 119 and 136 in 2010 and 2016, re~
spectively. Though this index eased back to 117
along the stabilizing global economy this year, the
infrastructure industry will maintain a momentum of

steady growth with sustained governmental inputs in

the current economic cycle. The Belt and Road
Forum for International Cooperation, held in Beijing
in May, 2017, witnessed more than 270 concrete

fr

of cooperation and a batch of cooperation plans

on the building of infrastructure and financial net—

work among the B&R countries. This has provided
fresh impetus to economic globalization in the new
era. New opportunities will be opened up for the in—

ternational infrastructure industry.

2. The performance in ASEAN and CEE stands out

‘The Index shows that the Belt and Road countries
see varying prospects in infrastrueture development.
The 2017 BRIDI Top 10 list by country includes In-

donesia, Iran, India, Brazil, Vietnam, Singapore,

. Portugal, Pakistan and Bulgaria. To be spe-

cific, Indonesia took the first place with a signifi-

cantly higher sub-index of development trend than
the other countries. As a developed country, Singa—

ub-index of devel-

pore ranked 6th with the highe:
opment environment. In addition, Pakistan, Iran and
Saudi Arabia also ranked high and deserve attentions

from all the parties concerned.

2008 2009 2010 2011 2012

Indonesia Tran

2013 2014 2015 2016 2017

—— Singapore —— Pakistan

Fig. 2.2: BRIDIs of Countries (2008-2017)

Table 2.1: 2017 TOP 20 Countries by BRIDI

il Indonesia 195 11

2 Iran 171

Malaysia 135

12 Israel 133

3. To explain i hanges (lft axis) and the gross

trend (right axis).



hardly afford the increasingly vibrant cconomic

2017BRIDI Rank Country 2017BRIDI

Country

growth, leading to huge gaps in the sectors of energy,
transportation, utilities and buildings. Driven by
huge demands, the ASEAN countries have regis—
tered high scores of BRIDI in general. On the other
hand, the CEE countries lag behind their European

neighbors in infrastructure development, and see an
urgent need for infrastructure improvement and up-
grading. Thanks to stable social, political and busi-
ness climates for infrastructure development, the
CEE countries are performing well in BRIDI rank—

ing.

Table 2.2: 2017 BRIDI Ranking of ASEAN and CEE Countries.

2017 BRIDI Environment Potential

20 Hungary 123

Allin all, ASEAN and Central & Eastern Europe
(CEE) are standing out as the most promising re—

gions. In 2017, the average BRIDI for the 71 target

Fig. 2.3: Distribution of BRIDI Heats

But these two regions are not exactly the same.
Most ASEAN countries belong to the developing

world. As the 3rd largest populated region (next only

countries reached 117.4, significantly lower than the
ASEAN average of 152.2 and the CEE average of
128.3.

2017BRIDI Environment Potential Trend

Caech Republic

to China and India), ASEAN is the 5th largest econ— Slovakia

omy (next only to EU, USA, China and Japan) in the

world. The infrastructure stock in ASEAN can
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Environment Potential

Latvia 108
Macedonia 107
Lithuania 107
Slovenia 106

Bosnia and Herzegovina 106
Albania 104
Estonia 101

From green to red: the redder the color, the lower the rank.

Portuguese-speaking countries stand out as a

whole. In most countries,

Timor-Leste have ri;

n significantly in the field of

remains stable and the demand for infrastructure has

increased in recent years. Angola, Brazil and

industry, among them, Brazil grows

fastest and Angola attracts the most attentions of in—

ternational infrastructure players.

3. Transportation and electricity sectors will become a major powerhouse for internat—

ional infrastructure development.

The transportation sector supports the Belt and
Road infrastructure development and is where we
start and prioritize in setting up all-dimensional,
multi-tiered and composite connectivity networks.
The availability of electricity facilities is a prerequi-
site for other infrastructure to play their role, and may
affect the national economy as a whole. As shown by

the 2017 indexes and indicators, the transportation

and electricity sectors registered a faster growth than
the overall infrastructure industry (see Fig. 2.4) and

became major forces to fuel the infrastructure devel—

opment. In view of this, many “B&R” countries have
focused their infrastructure plans on transportation
and electricity facilities. It is expected that these two
sectors will maintain a fast growth to lead infrastruc—

ture development.

4. A sign of expansion in infrastructure markets is shown in B&R countries.

Since no major changes are expected out of the
production factor resources in the short and medium
term, the market demands will remain a dominant el
ement that affects the development potential sub-in-
dex. The past decade has unlocked growing potentials
among the Belt and Road countries (see Fig. 2.5).,
which have intensified international investment. im~

ports & exports, cross—border tourism and other eco—

nomic exchanges after the 2008 financial crisis to
drive the economy and boost infrastructure demands.
In 2017, the sub-index scored 135, far higher than
the last year, where nearly 77% was contributed by
the indicator of market demands (104). Generally
speaking, the “B&R” infrastructure potentials are

enormous and will keep going up in the future.

25
20
15
10 +
s -
0 - ae
2007 2008 2010 2011 2012 2013 2014
-10
Electricity output T Gross i
—— growth rate —E= growth rate =4 output growth rate

Fig. 2.4: Output Growths of the Transportation, Electricity Sector

Source: BMI, collected by our research team

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Market Development Potential
-

Sub-index.

Fig. 2.5: Trend of B&R Development Potential Sub—index
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5. Passion for cross—border infrastructure projects is soaring.

The infrastructure growth rate and the passion for
cross-border infrastructure projects are two factors to
explain the short—term trend of infrastructure devel -
opment in a country. As data suggest, there has been
a soaring passion among overseas infrastructure con—
tractors towards the Belt and Road markets in the
recent two years, as proven by a skyrocketing number

and value of new infrastructure contracts. To be spe—

50

,,I-IIII

cific, the new contract value experienced a sudden
150% y—o-y spurt in 2015 and remained high in
2016 despite a slight fall over the previous year.
After comprehensive comparisons between infra-
structure data for the past two years, we found that
some ASEAN and South Asian countries are exhibit—
ing a sound trend of infrastructure development, in-

cluding Vietnam, Indonesia, Pakistan and India, ete.

150
100
1 :
o

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Value of New Contracts

(USDbn) (right axis)

Fig. 2.6: B&R De»

Development Trend

Sub-index (lef axis)

elopment Trend Sub-index and New Contract Value of Cross—border Infrastructure Projects

6. Changing political and financial climates affect the infrastructure development neg—

atively.

‘The development environment is expressed in po—

litical, social, financial and business dimensions. Po—

litical and financial climates are the most important
for infrastructure development in a country. Over the
last few years, the Belt and Road countries have

maintained relatively stable social and business cli-

mates amidst political and financial changes. In
2015, the sub-index of development environment
drifted towards the downside, as harassed by a de-
clining political indicator and noticeable fluctua—

tions in financial indicator (see Fig. 2.7).

115
110
105
100
95
90
85
80

75 +

Dexelopment

Environment

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Business Financial Political

Ensitonment Environment Environment

Fig. 2.7: Trend of B&R Development Environment Sub-index

The political climate has been skewing down—
wards since 2015 amidst geopolitical complexities,

rising trade protectionism, de-globalization trends,

religious conflicts, ethnic confrontations and wors—

ened relations between some countries. Meanwhile,
the financial climate has also undergone drastic
changes as a result of exchange rate volatility, budget

def

s and increased sovereign debt insolvency risks

in some countrie:

Though intensified fights against

international crimes, stricter border controls as well

as uplifted administrative and business efficiencies

have translated into improved social and business

climates. But, low tides in the political and financial

climate are expected to continue in the short run.

‘This will become a disadvantage to infrastructure
investment and financing and, to some extent, put
the sustainable development of Belt and Road infra—

strueture in jeopardy.



III. Analysis on Factors that may Influence B&R Infrastruct—

ure Development

While the environment is the context and foundation for a country to develop infrastructure faci

. the potential

serves as the driving force and guarantee, and the trend functions as a barometer. To obtain a deep understanding, e

will look into the Belt and Road i

from the persps

f three primary indicators:

1. The Belt and Road countries vary greatly in development environment. In despite of gr—

adual improvements in social and business dimensions, trade protectionism is gaining

ground in some countries, leading to high barriers in the infrastructure industry.

Historical data revealed noticeable discrepan—
cies in development environment among the Belt and
Road countries. In spite these gaps are narrowing be—

cause of gradual improvements in social and business

dimensions in some countries, the sub-index of de—
velopment environment has shown a declining trend
in general as dragged down by political and financial

climates.

Table 3.1: 2017 Top 10 Belt and Road Countries by Development Climate Sub-index

Country

) Most Belt and Road countries, except for some have
set a high threshold for infrastructure market access,
and enjoy political stabili

The political climate is of great significance to

and ion. Most

political stability has been comprised by ethnic con-
flicts. Torn by wars and geopolitical conflicts,
Ukraine, Syria, Afghanistan and some other countries

have also suffered from political instability and policy

countries along the Belt and Road have maintained
political stability, but some have recorded a decline
in the indicator of political climate as harassed by
regime changes, ethnic confrontations, religious con—
flicts and wars. In 2017, the top 10 countries in terms
of political climate were mostly from the Central and
Eastern Europe. Thailand is in the grip of political
unrest and military coups, and the 2017 election will

further increase its political risks. In South Asia, the

Though most countries have detailed national
plans and infrastructure development schemes in
place, they” ve also set infrastructure barriers. With
a strong sense of local protectionism, some countries
have raised the threshold for foreign investors to
access local infrastructure market through strict
limits on investment scale, financing source and in—

vestment mode, ete.

‘Table 3.2: Infrastructure Market Access System in Some Countries

ystem

1. No foreign natural persons are allowed to undertake contracting projects in

Mongolia.

Mongolia 2. An FSOE must fulfill the FIRRD (Foreign Investment Regulation and Registra—

tion Department)” s approval procedures for investments exceeding a 33 percent

ormore interest in Mong

d legal entit inthe sec—

tors of minerals, finance and telecommunications.

Ukraine implements a construction market access system. Foreign design and

construction companies must register their presence as local entities and submit

related design and engineering qualification materials to a specialized committee

Ukraine under the Ministry of Regional Development, Building and Housing of Ukraine for

approval and permits before they can undertake any engineering projects in

Ukraine. The procedure takes many efforts and a long time (about 6 months to one

year)
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Tl Public engincering projects above the threshold of 5 million SDR are only open to

signatories to the Government Procurement Agreement.

1. Domestic cements, reinforcing steel bars, washing-up liquids, PVC tubes, gal—
vanized tiles and cement tiles are protected.

Laos 2. The term of land lease can be up to 50 years, depending on the projects, indus—
tries, scales and characteristics of foreign investment. Renewal options may be
available upon government approval and decision.

1. As stipulated by the Malaysian laws, WFOEs shall not be issued with the

A-level building contractor license which, however, is a must for an entity to

Malaysia tender as the general contractor for government-led RM100mn+ projects;

2. Foreign engineering companies are not allowed to assume the role of general

contractor on their own. They can only subcontract business from local companies.

Source: MOFCOM” s Country/Region-Specific Guidance on I Investment

and Cooperation, collected by our research team.

b) While ASEAN enjoys a better social climate, South
Asia expects an improvement; some countries call for
greater ease of border crossing.

The social climate, especially social security,
cultural integration and medical & health service,

also has a close bearing on cross-border infrastruc—

ture development. The CEE countries have a sound
social climate which scores 107 on average, higher
than the Belt and Road average (90). The ASEAN
countries have improved their overall social climate
through intensified cooperation against terrorism and
cross-border crimes. The South Asia, which is the
home to many ethnic and racial groups, embraces

great cultural diversity. The establishment of regional

associations and the signing of free trade agreements

have helped lower the barriers for cross—border trade

and investment, despite occasional incidents of trade

protectionism, breach of contracts and conl

caused by cultural, religious and racial differences.

Also worth noting are the institutional barriers
to overseas infrastructure contractors in some Belt
and Road countries where people are put to incon—
venience in horder crossing and foreigners are re—
quired to meet a high threshold or go through a rig—
marole to apply for an employment or temporary

work visa. For instance, India practices strict con—

trol over foreign nationals working within its bor—
ders: even managers and engincers will find consid—
erable difficulties in getting an employment visa, let
alone normal workers. In some countries, the local
staff may even charge compulsory tips when pro-
ceeding with the entry/exit formalities, which causes
entrylexit inconvenience and a bad effect on over—

seas infrastructure development.

©) The general financial climate has fluctuated greatly
after the 2008 crisis, with the risk of debt insolvency
on the rise.

Historical data revealed jagged but generally

upward trends in post-2008 financial climate indica~

140

tors. To be specific, the regional indicators took a
sharp turn for the worse in 2009 before climbing back
in 2012 and 2016. The slight falls in 2017 were a

result of rising sovereign debt insolvency risks.

2008 2009 2010 2011 2012

—+— East Asia —a— ASEAN
—— South Asia —e—CEE

Fig.

2013 2014 2015 2016 2017

—s— West Asia

—— Central Asia
PLP

) 4
 Regional Indicators of Financial Climate’

Source: Collected by our research team.

The general financial climate for the Belt and
Road infrastructure development took a nasty turn

for the worse during the economi

crisis, as weighted
down by the rising CPIs in 2008, wider average
swings in exchange rates in 2009, bigger financial

deficits and increased debt insolvency risks. The fi-

nancial climate began to turn for the better since
2012, thanks to falling CPIs and a significantly

ed

larger share of FDIs. But the year 2016 witn
even fiercer undulations in exchange rates (see Fig.
3.2): many countries such as Moldova hit the 30%
mark, while Russian Ruble experienced an almost 60

currency. Finally, high

percent fall against the U.S,

fiscal expenditures, coupled with a record size of

ballooning deficits and appreciable increases in debt

insolvency risks, contributed to slight falls in finan-
cial climate indicators in 2017.

Harassed by the European Sovereign Debt
Crisis, the financial climate worsened in some CEE
countries, and began to improve in recent years
under the EU support.

In recent years, under influence of financial

and the European debt crisis, Portugal seek for

the help from European Commission, the European

Central Bank and the International Monetary Fund
and take stringent measures to reduce the fiscal
deficit and structural reform, therefore, financial en-

vironment gradually improve

4 Here, the Central East Asia only includes Mongolia
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Fig. 3.2: Distribution of Belt and Road Exchange Rate Volatilities

Source: The World Bank, collected by our research team.

d) The general business climate keeps improving,
while all countries boast their own edges in the ease of
doing business, administrative cfficiency and taxation
burdens.

A business climate either secures or hinders
smooth progress in infrastructure development. Ac—
cording to our caleulations, in 2017, the indicator of
business climate picked up from the 2016 level, as
supported by improved economic laws, increased ad—
ministrative efficiency and greater case of payment
and settlement among the Belt and Road countries.
Now, there have been visible cuts in the time re-
quired for paying taxes, contract performance, busi-

ness registration, and tax costs (see Fig. 3.3).

In terms of administrative efficiency, ASEAN
and CPLP countries stand out, where Singapore and
Portugal perform well concerning the time required
for paying taxes and the time required for business
registration. Speaking of the case of doing business,
Russia and Kazakhstan require a shorter time to
honor contracts. In addition, Singapore is a step
ahead in logistics performance by dint of geological
superiority and excellent experiences. As for the
burden of taxation, Saudi Arabia and Singapore
record the lowest tax rate (% of commercial profits)

among all.

500 0 i d pay taxes
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el e s (hours) (left asis)
@ W 0 __ Timerequired o enforcea
\ = contract (days) (left axis)
- . )
i ey T 0 e Tine i o regiera
i >N business (days) (ight axis)
50

- w Total tax rate (% of commercial

o profits) (right axis)

Commercial bank branch s (per
100,000 aduls) (right axis)
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Fig. 3.3: Average Performance of Indicators to Reflect B&R Business Climate

Source: BMI, collected by our research team.
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Fig. 3.4: Business Climate Indicators of Some Countries

Source: The World Bank, collected by our research team.



(#BRIDI

2. The Belt and Road countries have enormous potentials, as driven by the demands for

industrial economic development and the progress of urbanization, so as to meet further

requirements on infrastructure facilities for deepened international contacts.

The Development Potential Sub-index has
shown a steady upward trend as a whole. The boom~—
ing demands in ASEAN and CPLP markets form a

sharp contrast to the weak needs in Central Asia and

West Asia. With abundant factor resources and

human capital, the Belt and Road countries are at—

tractive destinations for both domestic and overseas

vestors and contractors.

Table 3.3: 2017 Top 10 Belt and Road Countries by Development Potential Sub-index

1000

‘ |
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W ASEAN  mmmm CPLP  mmm CEE
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——  B&R countries

Source: The World Bank and BMI, collected by our research team.

b) Most Belt and Road countries have advantageous

infrastructure resources and abundant manpower.

Fig. 3.5 Regional Per Capita Infrastructure Output Value

development potential.

©) The Belt and Road countries vary significantly in

1 UAE 86
2 Myanmar 76
3 India 74
4 Nepal 73
5 Russia 72
6 Vietnam 7
7 Malaysia 7
8 7
9 Indonesia 70
10 Ukraine 69

4) The Belt and Road countries generate booming de—

mands for infrastructure facilities.

Most countries along the Belt and Road belong to
the developing world, with rapid economic growth and
frequent international economic activities. But they

often lag behind in infrastructure facilities with lim—

ited per capita ownership, and there has thus arisen a
strong demand for infrastructure improvement and

upgrading. In addition, along the on-going transfer of

international manufacturing industry to some ASEAN
and South Asian countries have come an accelerated
drive of industrial upgrading and urbanization, and
the supply of electricity, transportation and other in-
frastructure exist a huge gap. The past decade has
marked vibrant eross-border economic activities, in-
cluding investment, trade and tourism, among the

Belt and Road countries, and put new demands and

on

The factor resources, as a key element that influ-
ences the supply, have a direct bearing on infrastruc—
ture construction costs. Rich in natural resources
(e

Belt and Road countries have a unique edge in de-

. iron and copper ores) and human resources, the

veloping infrastructure facilities. In terms of factor

resources, the Belt and Road countries boast an ade—

quate supply of steels, cements and other construe—
tion materials. To be specific, Vietnam is the
world” s No.5 cement producer and India is the 4th
biggest steel producing country: they both have
enough construction materials to satisfy domestic de—

mands. Besides, a suffici

nt supply of low—cost man-—
power is also a prerequisite for rapid infrastructure
development. In 2015, the average monthly salary re—
corded USD 282 in Indonesia and USD 207 in Cam-—
bodia, far below the global average of USD 1,480

‘The Belt and Road countries vary greatly in de—
velopment potential as a result of varying demands

for fa

ilities and the gap

in the availability of factor resources (see Fig. 3.6).

According to the development potential indicators,

some ASEAN and South Asian countries, including
Vietnam, Indonesia, India and Malaysia, underwent

fast economic growth in 2017. Given their advanta—

geous factor resources, these countries will have
strong and enormous development potentials in the
future, forming a stark contrast to their neighbors in
the West Asia and Central Asia where sluggish cco—
nomic growth and a severe shortage of factor re—
sources have impeded their infrastructure develop—

ment.

S International Labour Organi

(ILO), Global Wage Report 2014/15, www.ilo.org
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Production Factors
o

Market Needs

Fig. 3.6: Di

bution of B&R Countries by Market N

w0 w0 o

and Production Factors

3. Infrastructure registers a spiral growth, with Indonesia, India, Vietnam and Iran as

both growth leaders and hotspots for cross—border projects.

Generally, the belt and road countries have seen

a spiral growth in i Their enth for

By contrast, ASEAN members manage to maintain the

sound tum. Indonesia comes out top among the

cross-border projects over the past two years indi-
cates an optimistic industry outlook on the whole. The
above-mentioned four countries stay ahead of the
growth curve, while Pakistan emerges as both a
hotspot for cross-border projects and a potential
growth engine.
4) Gross infrastructure output records a spiral growth,
driven by a sharp growth in the value of new contracts
on cross-border projects over the past two years.

The growth of infrastructure output in B&R

count

s has shrunk slightly over the past two years.
With oil, among other bulk resource commodities, at
low price levels, some resource—exporting countries

fail to underwrite the constant infrastructure expan—

sion and thus suffer a considerable decline in infra—

structure output. In 2015, that of Russia, for instance,

dropped nearly 27% from the previous y

leading countries in infrastructure output with a

10.4% growth in 2016.

From 2015 onwards, cross-border project con—
tractors and investors have made a more ambitious
foray into B&R markets. As a result, new contracts on
such projects grew significantly in both quantity and
value that year; on the value side, Iran, Serbia, Egypt
and Israel were the greatest contributors to the 150%
increase from 2014, The quantity and value of new
contracts remained high in 2016, despite some de—
cline from 2015.
b) Pakistan, Sri Lanka, Bulgaria and Armenia are ob—
viously warming to cross—border projects.

The annual growth in infrastructure output re—
flects the speed and consistency of infrastructure de—
velopment, while the value of new contracts on

cross-horder projects mirrors the warm of infrastruc

2007 2008 2009 2010 2011
Gross industrial output
(USDbn) (left axis)

Fig.

2012 2013 2014 2015 2016
Value of new industrial contracts
(USDbn) (right axis)

:Gross Infrastructure Output and Value of New Contracts on Cross—border Projects in B&R Countries

Source: BMI collected by our rescarch team.

ture development. By these two indicators, infra—
structures of B&R countries are at quite different

.3.8).

levels of development (see

Indonesia, India, Vietnam and Iran stand out in
both speed and warm of infrastructure development.
They will remain on the fast track, as their investment
environment and growth potential are well accepted
by cross-border project contractors and investors.

The same is with Pakistan, Sri Lanka, Bulgaria and

Armenia, only that their embryonic in

industries are keen on expansion to match speed
with large momentum. The latter four deserve close
attention of the contractors and investors.

The pace of infrastructure development in Brazil
is at a high level, but due to the recent deterioration
in the financial climate, the cross-border projects
are at a low level. In Portugal, Angola and other

Portuguese-speaking countries, the pace of devel—

opment of infrastructure and cross-border projects
are at a moderate level, their infrastructure con—

struction are progressing steadily.

Rorsania
o Thailand o+ Singapore o Philiveipey,

g * Vietnam o India
A gt
§
i
:
g o Russia® ¢ Malaysia
3 e el
i =t 3

ribution of B&R Count

Development Speed

by Infrastructure Development

Source: BMI collected by our research team.
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IV. Analysis on Infrastructure Industries of B&R Countries

The Index shows a stable growth in infrastructure in B&R countries across the board, yet the conditions of various
industries are not exactly the same. Transportation is, and will be, in the uptrend, thanks to robust construction demands
and clearly specified medium-to-long-term plans: the building industry features high output, steady development, and

great potential for residential housing; the energy industry focuses on electricity and renewable and nuclear energy are

of output; and icatic tiractive to cross—border

Fig. 4.1: Proportion of Output by Infrastructure Industries in B&R Countries

Source: BMI (data processed by the Research Team)

gaining attention; utilities represent only a
investors.
1.1 i i demand,

In 2007-2016, B&R countries logged a 64.5%
growth in the gross output of transportation projects
(see Fig. 4.2). However, in terms of output per capita,
they fall far short of the global average (USD 61 vs.
USD 97.3 in 2016).

Most B&R countries see transportation infra—
structure construction as an important means to

shape the spatial economy. Therefore, transportation

future

development, from the upgrading and transformation
of roads and railways to the construction of express—
way and railway networks, figures prominently in

their medi long-term plans. The transp:

tion development plans of Brazil, Poland, Kazakh—

stan, Indonesia and India are typical.

Brazil

2009 2010 2011 2012 2013 2014 2015 2016

s Output per capitaof oad
sport/US

ansporsUSD transport/USD.
Transpartaion industry
per capita trendline

Fig. 4.2: Output per Capita of Transportation Sectors in B&R Countries.

Source: World Bank and BMI (data processed by the Rescarch Team)

Table 4.

Railway

Water

Air

‘ransportation Development Plans of Some Countries

Invest 66.1 billion Brazillian Reals in the newly-building of 7,919km roads
and maintenance of 55,000km roads

Invest 86.4 billion Brazillian Reals in the construction of 4,696km railways
and feasibility study of 3 high-speed railways

Develop ports and dorks with a total investment of 374 billion Brazillian Reals

Tnvest 3 billion Brazillian Reals in the construction of Fortaleza, Salvatore

and other airports

b}
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Conneet various parts of the country with trunk roads, including 16,000km

Road
world-class highways, by 2020.
Lol 1. Build 1,400km railways by 2020.
Railway
2. Cut the proportion of over-aged railways, trains and facilties concerned
10.40%; ensure freight trains run at no less than SSkm/h.

Invest an additional USD 1 trillion in road construction; upgrade and transform

Road
national and state roads.
1. Uplift the current average train speed of 130km/h to 160-200km/h by 2020
India Railvay 2. Moderize 22 major stations across the country.
3. Build 25.000km railways by 2020.
1. Build a new airport in Mumbai and the Goa International Airport.
Air

2. Build eight airports in tier-2 and tier-3 cities; upgrade and transform 21
airports.

Source: Overseas Investment Coaperation Country Guide by MOFCOM (data processed by the Research Team)

2. Building: targeting housing upgradation in residential field

In recent years, the belt and road countries uptrend. although its growth shrinks slightly over the

have witnessed steady development of building in- past two years. Generally, the countries will present

dustries. The gross industrial output continues in the strong demands for industrial buildings and indem—

nificatory housing in the coming ycars. tion of potential upgraders, Indonesia, Vietnam, Ka~

Building companies of some countries lack zakhstan and Myanmar have adopted liberal policies
qualifications and have trouble getting funded. Their ~ towards building. These countries deserve close at-
indemnificatory housing sectors are hungry for ex— tention of international investors and contractors.

ternal capital and technology. With a large popula—

‘Table 4.2: Building Development Plans of Some Countries

1. Build homes of 25 million m2 in 36 quarters by 2017.

) 2. Invest RUB 86.78 billion in building and improving homes in .
Russia Building
St. Petershurg.

3. Allocate RUB 7.44 trillion for domestic housing construction by the end
of 2019.

1. Build 5,257 double-roof apartment buildings in 2015-2019.
Indonesia Building
2. Develop 13 industrial parks.

Saudi Arabia Building

Build 1 million apartments in 2013-2028.

Source: Overseas Investment Coaperation Country Guide by MOFCOM (data processed by the Research Team)

&



3. Energy: stable output growth, focus on electricity

Most B&R countries have registered steady de— growth declined somewhat from a high level in 2004,
velopment of energy industries (see Fig. 4.3). In- but the 2016 stats herald stable output growth in the
dia’ s energy output will climh even higher. Owing future. Output growth also tends to level off in the

to the EU-US economic sanctions, Russia’ s energy likes of Indonesia, Turkey and Qatar.

USDbn

s 2007 2008 2000 2010 2011 2012 2013 2018 2015 2016
—— India  —#— Russia & Indonesia —« Brazil  —— Turkey
—o— Poland —— Philippines — Qatar ~ — Israel . Kazakhstan

Fig. 4.3: Ten-year Growth Trajectory of Energy Industries in Some Countries
Source: BMI (data processed by the Research Team)
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Fig. 4.4: Comparison between the Output of Electricity and 0il/Gas Infrastructures in B&R Countries
Source: BMI (data processed by the Research Team)
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Electricity and sustainability are the keywords
of energy development plans of B&R countries.
Seeing electricity shortage as a constraint on stable
economic growth, the countries, mostly in the third
world camp, place great emphasis on electricity in—
frastructure. Stats show the marked uptrend in elec—

tricity output, whose share of energy output climbed

@BRIDI

from 67% in 2013 to 70% in 2016 (see Fig. 4.4).
Given the sluggish oil and gas markets, the propor—
tion of electricity output is projected to keep rising.
Furthermore, as the ideology of sustainable de~
velopment is well received, renewable and nuclear
electricity projects will go down better in B&R

countries.

Table 4.3: Energy Development Plans of Some Countries

ry Development p

1. Build nine nuclear power plants by 2025.

Electricity

2. Tnvest USD 50 billion in building 800 enerey projects in 20 years.

Tran

1. Increase wind and solar power capacity by 5,000mw, and generate solar
Renewable energy  electricity of no less than 500mw by 2018.

2. Build the inaugural S0mw geothermal power plant.

Saudi Arabia Nuclear power

Invest some USD 100 billion in building 16 nuclear power plants by 2030,

with a total capacity of 22,000m.

Source: Overseas Investment Cooperation Country Guide by MOFCOM (data processed by the Research Team)

27
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4. Utilities: more liberal policies and rosy prospects for telecommunications

The Belt and Road countries record steady de—
velopment of utilities industries. New cross—border
projects in this regard focus mainly on sewage treat—
ment and telecommunications network.

A pillar industry, telecommunications used to
keep foreign investors at bay with high entry barri-
ers and complicated application procedures. Poland,

Myanmar, Bangladesh, India and Malaysia imposed

mmunications operator licenses in 2012. Russia,In—
donesia and Ethiopia denied foreign investors entry
into telecommunications markets, ordering that base
stations must be built and operated by wholly do—
mestically funded companies. Today, however, most
B&R countries are liberalizing their policies and
markets, delivering telecommunications services

into private hands and drawing foreign capital into

a strict ban on foreign investment in

cations services. Cambodia stopped issuing teleco—

(see Tabd.4).

Table 4.4: Utilities Development Plans of Some Countries

1. Build modern optical fiber and wireless communication infrastructure,

Kazakhstan ~ Telecommunications

and increase computer penetration rate to 60% by 2020.

2. Modemnize the 24.400km network.

1. Build clean water supply systems in towns

Telecommunications

2. Build sewage treatment facilities in 227 cities, counties and special

regions: provide sewage treatment services for 430 cities, counties and

special regions.

Indonesia

1. Build clean water supply systems in towns.

Water supply

2. Build sewage treatment facilities in 227 cities, counties and special

regions: provide sewage treatment services for 430 cities, counties and

special regions.

Source: Overseas Investment Cooperation Country Guide by MOFCOM (data processed by the Research Team)

V. Conclusion and Suggestion

‘The B&R initiative offers new approaches to deepen bi-/multi-lateral cooperation and promote regional develop—

ment. On the infrastructure front, the smooth cooperation among B&R countries is accompanied by multi—faceted

threats. Cross-border project contractors and investors are suggested to do business in line with the realities of the host

country, and marry business growth with regional infrastructure development.

1. Opportunities

The B&R initiative brings policy dividends to,
and coordinates infrastructure development of, coun-
tries along the routes. Among them, Pakistan and Sti
Lanka stand to be new growth poles. B&R countries
are facing new opportunitics, as the ideology of sus—
tainable development finds its way into the infra-

structure industry.

a) The belt and road is turning from a Chinese
initiative to a global endeavor, bringing policy

dividends and promoting factor mobility.

On the Belt and Road International Cooperation
Forum held in May 2017, Chinese promised to in—
crease financial support for the B&R constructions,
with additional funds of 100 billion yuan to the Silk
Road Fund. China also encouraged financial institu—
tions to carry out overseas RMB funds which are ap-
proximately in a scale of 300 billionyuan.China De-
velopment Bank and Export-Import Bankof China
would provide 250 billion yuan and 130 billion yuan
RMB equivalent special loans to support B&R infra—
structure construction, production capacity coopera—

tion and financial cooperation. Meanwhile, the infra—

strueture projects will receive stronger support from
World Bank, Asian Development Bank, the New
BRICs ! Bank and Asian

Investment Bank, among other multilateral financial
institutions and development banks.

More and more countries are voluntarily aligning
their strategic development plans® with the B&R
initiative so as to draw on one another’ s
competitive advantages. The initiative has better
prepared B&R countries for the mobility of produc—
tion factors, promoted the integration and develop—
ment of human resources across the region, and
boosted factor and technology transfer between
high—caliber labor forces for the purpose of infra-

structure construction.

b) Pakistan, Sri Lanka and Bangladesh promise

to emerge as new infrastructure hotspots.

In recent years, there has been no shortage of
fireworks in the infrastructure industries of Pakistan,
Sri Lanka and Bangladesh. These countries have
made clear and detailed plans for electricity, trans—

portation, telecommunications and other key indus—

6. Including Russia” s Eurasian Economic Union, Mongolia” s “Steppe Roa

Juncker Plan, Vietnam® s “Two Corridors and One Circle” , Australia’ s

200"

Program, Kazakhstan® s “Nurly Zhol” (bright path), Europe” s
Vision for Developing North Australia”  and Saudi Arabia s

7. China exports bridging, communication, and high-speed railway construction technology to Central Asia, West Asia and South Asia; India exports

IT and hi-tech labor forces to Gulf States.

29
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tries, investment

iming to ramp up infrastructu
through BOT and PPP. They rely heavily on infra—
structure to maintain their 6% economic growth. The
sheer value of new contracts on cross-border proj—
ccts speaks of how contractors and investors are at-
tracted to the investment environment and growth
potential of these countries. Dwarfed as they are by
Indonesia in the speed of infrastructure develop-

ment, Pakistan, Sti Lanka and Bangladesh are

tipped to be new infrastructure hotspots.

die—

1) Geopolitical risks pose a threat to cross—bor—

der projects.

Geopolitical complexity looms large for B&R

countries trapped in the maze of social tension, class

struggle, ethnic conflicts, religious issues, and war—
fare. Competing economic and political interests in-
volved, there has been no sign of d & tente since
2015. The worsening structural imbalances and

endless partisan brawl point to grave political un-

certainties in the Middle East. Terrorism, extrem—

©) The ideology of

tates the future of infrastructure.

The adoption of the Paris Agreement on Dec
12th, 2015 and the official launch of the 2030
Agenda for Sustainable Development on Jan. 1st,

2016 have ushered in the final spurt towards clean,

green, low~carbon energy. Developing “sustainable”
infrastructure, which is cost-effective, environ—

ment-friendly, conducive to social harmony, and

¥ 1o operate, is turning out to be a global endeav—
or. B&R countries, in particular, will work together

on the connectivity of new energy

(e.g. wind and solar power plants). They will also
stress the reconciliation of infrastructure planning,
investment, construction and operation with envi-
ronmental protection, hoping the projects will grow

together with the communities on their doorstep.

2. Risks

‘The world economy is shuff

g out of the mire of
financial crisis into a period of profound adjustment.
The revival of protectionism on trade and invest—

ment, together with terrorism, regional conflicts and

refugee i

thre

ues, among other political and security

ats, has brought many uncertainties to B&R

projects.

ism, nationalism and run amok in Cen~
tral and West Asia, a region long beset by refugee
issues and local disputes. The ongoing political

transition in Southeast Asi;

is sowing the seeds of

populism and ethnic conflicts; the clash of ideolo—

gies and the interventions of external forces pose
dire challenges to policy consistency and stability of

countries concerned.

b) P ionism raises barriers to

and investors.

Varied in development level, religious belief,
culture and tradition, B&R countries have long been

lacking in mutual trust and the capability of re-

source integration. Moreover, amid the prolonged

ession in recent years, anti-glo—

global economic rec

balization sentiments are simmering, and protec—

tionism rearing its head in the countries. As the for-
mation of exclusive trade blocs leads to a fragment—
ed world, a grab bag of non-market factors (cultural,
political etc.) exasperate the impact of protectionism
on bi~/multi-lateral trade.
¢) Sovereign risks may nibble away at profits.
High costs, long periods and uncertainties sum
n B&R count

up infrastructure projects s.Ina

weak fi:

al position, some of the countries have run

up large current account deficits and debts even

before the investment influx. Inadequate foreign ex—
change reserves and flimsy solvency margin simply
add to their vulnerability to sovereign debt crises.
Foreign stakeholders cannot help worrying about
capital turnover and schedule, since the project
funds are as prone to delay as they are susceptible to

exchange control and massive currency deprecia-

tion.

3. Suggestions

Based on BRIDI" s performance and our analy—

on infrastructure development opportunities and

risks, the following suggestions are made for
cross—horder project contractors, investors as well

as governments and financial institutions of variou

countries:
a) Contractors and investors should further
strengthen market research, policy communica—
tion and risk control.

The B&R construction covers a number of inter—

national regions and countries, which are diametri—

cally different from one another in history, culture,
political system, cconomic level and international

influence. Contractors and investors should deepen

e

arch on the host country-especially from an in-
frastructure development perspective based on na—

tional realities and their own strengths. They should

pay close attention to government policies in support
of the B&R inil

tive, covering the building of inter—

national infrastructure network, in infra—

nergi

structure planning and construction, and favorable

for private i Fi
they should look for market opportunities with an

eye on, and solutions to, the intrinsic risks

b) Contractors and investors should seck exten—
sive cooperation and enhance the success rate of

project:

For contractors and investors, cooperate with
companies along the industry chain, local business—
es and specialized service providers is helpful not
only to avoid investment and trade barriers and pre.

vent political and social risks, but also to tap deeper

into the markets and build competitiveness. To im—

prove their chances of success, they may hash out
cooperation and sharing mechanisms, making an

inroad into the target markets in the name of con—

ums or joint ventures.

¢) Contractors and investors should focus on
cultural, economic and social integration and

build sustainable infrastructure projects.

Project sustainability has four dimensions:
economy, society, environment and governance.
Contractors and investors should heed the actuali-
ties of the host country and the needs of locals, im-
plement the ideology of green development, and
perform CSR. They should also respect local culture
and folk customs, press ahead with localization, and
be more ready to serve the communities on their

doorstep.

d) G should enhanc:

tions and build platforms for contractors and in—

vestors.

As governments are the planners and bellweth-
ers of B&R infrastructure construction, inter—gov—
ernmental policy coordination is crucial to the B&R
infrastructure cooperation environment. Govern—
ments should pitch in to align their infrastructure

development plans with the B&R initiative for the

sake of complementary advantages and strategi

synergies. A multi-tiered inter-governmental mac—

ro-economy coordination mechanism will provide
combined impetus for major connectivity projects.

ments should lower the infra—

Furthermore, gover
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structure market threshold to facilitate win-win in— lateral local currency swap to reduce the transaction

ternational cooperation. costs of multinationals. Development banks should

I tive role and strength tion with
¢) Financial institutions should jointly and in— payansciveroganc strengthei coopetation vl

other multilateral finance institutions. Payment

ly support bord
X system cooperation and inelusive finance are ex—
construction.
pected to promote the opening-up and connectivity
The financial crisis casts a long shadow on infra= of financial markets. And private capital deserves a
structure. As traditional financing no longer helps, greater role in international infrastructure construc—

innovative moves are in urgent need. Financial in=  jion and operation.

stitutions of all countries should jointly expand bi-

A dix I: B&R Infy Devel Gross

100 102 121 105 101 118 119 110 136 17

index

A dix II: B&R Infr Devel Index:
Along-the-route Country Rankings

Country | 2008 | 2009 | 2010 | 2011 | 2012 ‘ 2013 2016 | 2017

Indonesia 171 142 173 187 202 243 195 198 220 195

India 202 158 135 149 135 163 140 134 152 170

Singapore 118 142 164 136 129 149 149 141 161 145

Pakistan 96 90 116 102 98 121 114 126 161 139

Malaysia 116 9 128 1u7 130 129 131 124 155 135

Saudi Arabia 116 110 134 120 106 142 129 119 148 129

2009 | 2010 ‘ 2011 | 2012 | 2013 2015 | 2016 ‘ 2017

UAE 110 128 162 12 112 118 125 114 143 126

Sri Lanka 90 74 112 82 82 112 104 103 131 124

Czech 122 13 123 110 131 18 17 114 150 123

Armenia 70 76 106 78 s 101 9 111 126 123

;

84 97 153 92 106 136 132 109 126 120

Serbia 78 110 118 100 109 115 12 106 118 119

Poland 118 134 135 116 17 119 137 123 141 17

Kazakhstan 90 97 98 96 91 115 13 106 134 115

Croatia 108 94 122 100 99 127 114 102 140 115

Cyprus 87 98 116 96 126 115 12 107 129 114

Georgia 77 80 116 81 82 124 104 104 131 112

Nepal 81 84 107 %0 89 106 109 98 126 191



Country [ 2008 | 2009 ‘ 2010 | 2 2012 | 2013 2 2015 ‘ 2016 ‘ 2017

Moldova 81 101 119 110

Brunei 75 110

Greece. 105 116 119

Macedonia 80 116 132 107

Lithuania

Bosnia.and
Herzegovina 2

Maldives 74 102 126

Tajikistan 83 142 108 169 103

Turkmenistan 77 85 101 101 127 103

Jordan 316 133 103 101

Yemen 79 102 119

Country | 2008 2009 2 2 2012 | 2013

Belarus 9 81 9 93 71 83 107 92 99 98
A dix ITI: B&R I Devel Index: P king Country

Country | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 2017

Brazil 171 154 188 229 200 204 205 176 153 168

Angola 117 136 142 102 88 111 109 114 162 105
SwoTomeand 76 g6 o4 107 85 00 105 17 126 102
Principe

EastTimor 78 83 104 125 8 9 101 139 128 9%

2
5

Climate Rankings (Top 15)

Country | 2008 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

Singapore 156 166 167 163 169 165 164 165 169 166

Russia 165 135 148 147 146 143 146 130 121 126

Kuwait 99 99 105 96 104 100 97 108 149 19

Poland 132 143 137 120 126 18 121 13 120 115
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Hungary 119 124 125 13 122 109 112 106 109 107

Slovenia 114 114 114 121 112 110 105
A dix V: Devel Potential Rankings (Top 15)

Vietnam 59 58 60 61 61 61 65 67 60 72
L A L
Brazil 55 54 58 57 56 56 59 60 55 n
s 5% @ ® @ » @ s % ™

Ukraine 55 54 53 53 54 55 58 53 56 69
em % w o w % % @ % % @
Azerbaijan 55 59 59 59 60 61 64 67 58 69
A A
Philippines 57 57 58 59 60 60 66 67 59 68

Brazil 135 107 171 241 191 211 213 162 135 145

Pakistan 39

Israel 52 101 119 105

Armenia 22 29 111

Qatar 27 122

Malaysia 68 137

dix VII: Index Calculation Methodol

The analytic hierarchy process (AHP) is used to Data from different sources are often calculated

mathematize the decision-making process based on by different methods, and some data required for

limited qualitative information. Index preparation are false or unavailable. The

The Index is prepared in five steps, namely  14ex verification techniques mainly include sub-

“missing data handling”, “data standardization”, jective judgment, outlier detection, and trend detec—

“weight setting”, “index calculation”, and “index tion. To fill in data gaps, multivariate imputation by

chained equations, as well as cluster analysis, linear

Step One: Data processin
" P i regression analysis, neighboring mea valusarialy=
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sis, correlation analysis and moving average method,
are adopted. To uplift the overall quality and robust—

ness of data, the opaque data penalty factor is added

to items where data are severely lacking.

Step Two: Data standardization

To ensure the comparability and uniformity of

data in various items, the ten-year data of B&R

countries are standardized in three steps. Let i repre—
sent the B&R country (i = 1, 2+++.71), and j the year (j
2007, 2008-++.2016).

(1) Nondimensionalization: to eliminate the differ—

n data unit and order of magnitud

X,

Y,, =100x

Xor

X(i.j) means the data of Country No.i in Year j; Xo7
means the expected value of a specific indicator of all

countri

concerned in 2007; Y(i,j) means the nondi-

mensionalized data of Country No.i in Year j.

(2) Homogenization of reverse and moderate indica—
tors.
(3) Uniformization: to ensure the data fall within the

target range.

Yy

X(i.j)means the data of Country No.iin Year j; X
(max.j) means the maximum value of all countries
concerned in Year j: X(min.j) means the mininum
value of all countries concerned in Year j: Y(i.j)

means the uniformized data of Country No.iin Year j.
Step Three: Weight setting

As the determinants of infrastructure construc—

tion and the contributions to regional development

vary from country to country, AHP, a qualitative and

quantitative approach, is employed to determine the

weights of indicators at each tier and the importance
rankings of various countries. Regarding the
three—tiered structural model of the Index, Dagong
Global and CHINCA organize several rounds of
expert review, and mathematically compare the im—
portance of each tier and indicators concerned in a
pairwise manner until w_a, the importance weight
for all indicators at each tier, is figured out. Finally,

TS is

the combined importance weight for the thre.

caleulated as the basis for evaluation.

Step Four: Index calculation

Multiply Y(ij)by w_a, and we get the sub-indi—

ces of each country each year.

Wo X ¥y o

The gross index is a combination of sub-indices.

It manifests the overall conditions of infrastructure

construction in each country each year alongside the

ten-year trajectory.

Step Five: Index verification

As the Index thus calculated is likely to be

counter-intuitive or illogical, we need to examine

whether the structural model is excessively or insuf-

it

ntly fit and, based on expert comments, ve

the index before adjusting spe:
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