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A sustainable  business  ecosystem
connecting South Asia and Southeast Asia

Hriday Ch. Sarma and Scott Duncan

Prevailing scenario

South and South East Asia have achieved remarkable economic
growth in recent years, around and above 5 percent annual growth
rate. South Asia has remained the fastest growing region in Asia,
while South East Asia has closely followed behind. This growth has
been driven by export-orientated growth, market-friendly policies and

significant investment in infrastructure.

Whilst overwhelming global attention is being directed to China’s
One Belt and Road Initiative (BRI), which seeks to connect China to
Europe and Africa, the India-Myanmar-Thailand (IMT) Trilateral
Highway is steadily nearing completion. The IMT project is expected
to be completed by 2020; whereas, the BRI faces a roadblock towards
completion as many participating countries have started wrangling
over unmanageable debts to Chinese government supported agencies
and companies. The operationalisation of the IMT highway will boost
trade and commerce at the intra-and inter-regional level. This will

transform the economic landscape of the broad region that

maintained close socio-cultural and political ties before the West’s

colonial domination.
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Whilst overwhelming global attention is being directed to China’s Belt and Road Initiative (BRI), which
seeks to connect China to Europe and Africa, the India-Myanmar-Thailand (IMT) Trilateral Highway is
steadily nearing completion. The IMT project is expected to be completed by 2020; whereas, the BRI
faces a roadblock towards completion as many participating countries have started wrangling over
unmanageable debts to Chinese government supported agencies and companies. The operationalisation
of the IMT highway will boost trade and commerce at the intra-and inter-regional level. This will

transform the economic landscape of the broad region that maintained close socio-cultural and political

ties before the West’s colonial domination.

The IMT Trilateral Corridor is a 1,360 km two-lane highway connecting Moreh, a small border town in
India with Mae Sot, Thailand via Mandalay, Myanmar’s second largest city. At present, high-level
talks are going on to extend the corridor beyond Thailand to Cambodia and finally connecting to
Vietnam. Dakshita Das, Joint Secretary, Indian Ministry of Road Transport and Highways, while
participating at the ASEAN-India Connectivity Summit (2017) said, “Once we connect, we have a tremendons
potential in terms of incremental GDP. Connectivity can generate annually an estimated USD 70 billion in incremental
GDP and 20 million in incremental aggregate employment by 2025,”. During the summit, it was also agreed
that a working group will be set up on sea transport between India, Myanmar, Thailand, Cambodia and

Vietnam to ensure feasibility of sea transport networks.
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In essence, the highway will act as the major artery around which a ‘business-ecosystem’ will be created.
This business-ecosystem will facilitate sustained engagements across surrounding regions, thereby

speeding up undercurrents of inter-regional integration between SAARC and ASEAN countries.

Big challenge

The IMT was conceptualized back at the Trilateral Ministerial Meeting on Transport Linkages in
Yangon in April 2002. Starting from then the project has remained a widely discussed topic among
the governments of the participating countries and academia at large. However, little on-the-ground

progress has been made until recently.

A major obstacle towards its completion has been the difficult terrain of the region, especially parts of
Northeast India and states along the Arakan Mountain in Myanmar, which greatly increases the
construction cost of transport infrastructure. Other factors such as lack of financing capacity of the
participating governments, national security threats due ethno-national conflicts and apathy of private

sector towards infrastructure development have also been major obstacles.

The last of these obstacles could be relatively easily addressed as compared to the other ones, provided
participating governments make dedicated attempts towards achieving public-private partnership
arrangements to build infrastructure projects, both big and small in size. Few governments have started
to work in this direction, and Indian authorities are taking the lead. In September 2017, the National
Highways Authority of India (NHAI) awarded a contract worth 11.77 billion Indian rupees (approx.
US$ 162.3 million) to a joint venture of Punj Lloyd and Varaha Infra for upgrading the Kalewa-Yargyi
section of the IMT project. Work on this is currently underway, and is expected to be completed by
September 2019. On a similar line, the Central Bank of Myanmar is set to grant licences to four more
private banks, demonstrating further liberalisation of the country’s financial sector. This is in addition
to 24 private banks and 13 foreign banks operating in Myanmar , which have mostly come up after the

Junta handed over power to a civilian government in 2010, marking a gradual transition to democracy.

Digital opportunity

Latest digital technologies are transforming the way traditional business models currently operate. In
recent years, their demand for application have significantly grown across all sectors. They have started
acting as a key driver to accelerate economic productivity, promote innovation activities, improve

market transparency and facilitate job creation. Not only is the private sector embracing these new
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technologies, but public sector entities and common people are also supporting them by using them to
perform various day-to-day activities. Examples of such technologies range from cloud management
software, to machines equipped with digital sensors and online service channels, and many more,

including blockchain technology that is widely being discussed today.

Whilst blockchain technology is still in its early stage, diverse entities, both commercial and non-
commercial, have started to apply it for conducting their respective business. Blockchain facilitates
speedy and secure trading of goods and services, processing financial transactions, managing transport
logistics and doing a range of other activities. It frees the necessity of keeping any middleman between
transacting parties, including lawyers, accountants, government institutions, or any other party who

have traditionally acted as a guarantor of integrity of shared information.

So, what is blockchain? Simply put, blockchain is just a method for storing digital information, through
a computer network which creates a verifiable record of events. These are just an electronic transparent
ledger that can enable immutability and transparency for all financial transactions. Smart contracts,
which contain a distinct set of computer codes (rules) for each smart contract being generated between
two interacting parties over a public blockchain, also have the potential to be used to facilitate private
sector investment. Thus, blockchain provides a high level of accountability for all participants who are
engaged as sellers and buyers. Furthermore, cryptocurrencies (such as Bitcoin, Litecoin and Ripple etc)
are also creating new ways to store value and undertake business transactions outside the traditional

banking system.

These digital technologies and cryptocurrencies are likely to have a major role to play in the future
global financial system. Significant opportunities exist to further explore their use in financing
infrastructure projects and they could be used to provide an avenue for investors to finance
infrastructure in projects such as the IMT Trilateral Corridor project - which still needs major

investments so as to connect the missing sections.

Future vision for an inter-connected region

Both South and Southeast Asia have prospects of experiencing high economic growth driven by a
growing young population, fast-expanding middle-class and democratically-elected national
governments. The IMT Trilateral Corridor has the potential to become a significant asset for both

regions, while binding them together both locally and internationally. Significant opportunities also
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exist to use blockchain-based financing models to increase private sector investment for doing activities
other than connecting the missing links, such as building new cities and towns along the major highway
links and creating value chains connecting different industries across the two adjoining regions in Asia.
There is a possibility that new special economic zones could come into fruition, such as the planned

one at Dala township in the Yangon Region in Myanmar and Preah Sihanouk province in Cambodia.

These new urban developments could be designed based on sound environmental sustainability
practices, smart city digital technologies and smart energy systems. Green building technologies such as

EDGE software and others, and urban planning tools such as Urban Network Analysis, etc., could be

used to systematically design the living spaces; so that the productivity of citizens gets increased and
wastage of all kinds (including energy, water and food) gets reduced. The amount of investment coming
in to develop the business ecosystem surrounding the IMT project and revenues generated from the
flow of freight and passenger transport will also significantly expand the GDP of these countries. One
day in the future this road network could be well-supported by a parallel high-speed rail network as

well.

The creation of this corridor will harmonise cross-border trade policies between participating countries
and encourage a significant amount of cross-border investment. Finalising a motor vehicles agreement
would also allow for the free movement of vehicles, especially freight traffic, which would drive the

economies of the connected nations in the decades to come.

Conclusion

The completion of the IMT Trilateral Highway still requires significant investment, as missing sections
of the road need to be funded and built. The next stage of the project to connect Lao, Cambodia and
Vietnam also requires significant investment. Private sector funding is urgently needed to come in to
finance missing sections of the road. This is required to keep up the project momentum, while ensuring
that its completion deadline of 2020 is met. Finding opportunities for private sector investment will
also ensure that further delays in completing the project are not encountered. It also removes the
reliance on infrastructure funding from national governments and allows the private sector to share

joint responsibility for ensuring the success of the project.
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Stage 1 shown in green and Stage 2 shown in red of the IMT Trilateral Corridor
(Source: Relex Infrastructure)

The project faces some secondary challenges such as issues arising from the prolonged ethnic conflicts
in Myanmar along part of the road route and difficulties in completing the project across different legal
and bureaucratic jurisdictions. However, the primary issue involves finding appropriate opportunities
for the private sector to invest in infrastructure projects. There is a growing gap globally in the ability of
governments to fund infrastructure projects. It is clear that better funding models suited to the needs

of the Digital Age are required to facilitate private sector investment in infrastructure projects.
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