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BRI: Motivations of China

e Achieving “"Chinese dream”

e Diplomatic and strategic objectives:

> Gaining “responsible stakeholder” status

> Creating a reliable platform

> full use of natural resources with an aim of

» securing economic development (Suehiro

2016)

» Overcoming economic slowdown

> mitigating the production surplus in steel

> industry

> helping advance “Go West" initiative
(Blanchard and Flint 2017)
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BRI: Strategic Sectors

e Connected infrastructure
> Transport: port; railway; airport
> Energy: super grid/transmission; gas pipeline
> Digital: cellular networks, internet
infrastructure

e Soft infrastructure
> Rules: trade agreements; investment treaties
» Culture: Confucius Institute
> Media: TV; newspaper
> Digital service: e-commerce, satellite
» navigation systems, artificial intelligence
(Cheney 2019)
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Positive note
» Positive economic spillovers (Bluhm et al.2018)

» More equal distribution of economic activity in the localities
» Low cost, better quality infrastructure

Negatlve Note (1) Western Countries

Replacing extra-regional players’ products and employment
(Frankopan 2019)

» Restructuring of the current international order (Blanchard and
Flint 2017) to be a rule maker of international norms (Cheney
2019)

* ‘Debt trap’ diplomacy (Challeney 2017)

» Handover of control of key infrastructure, ownership of key assets
(Rajah, Dayant, and Pryke 2019)
» Military and security goals? (Collier 2018)
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Negative Note (2) Host Countries

« Grab market share (Collier 2018)
» at the expense of local competitors

 Poor debt management that increase unfavorable degree of

dependency on China
» Political/social divide (Hurly, Morris and Portelance 2018)
» Weakening negotiate capital with China (Whitfield and Fraser 2010)

 Adverse impacts on environment and ecology
»> Difficult to attain multilateral environmental targets
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1. China-Southeast Asia energy connectivity

by Laurence Delia (UST, HK)
- Energy technological imaginary (GTl)
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2. Conceptualizing China’s Debt Curse in Southeast Asia: More
Divergence than Convergence? by Guanie Lim (TNU, Singapore)

- Conceptualization BRI

Dependence on FDI | Proportion of Proportion of
(i.e. FDI/GDP) Chinese FDI/Total Debt/GDP
FDI

FDI and
Development

Malaysia/Singapore/ High Low Moderate Low
Brunei

Indonesia Low Low Moderate Low
Thailand Moderate Low Moderate Moderate
Cambodia High Medium High High

Laos High High High High
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3. Structural Transformation in Asia: oo of Malaysa: 19712014

Source: Department of Statistics, Malaysia

Rebalancing Effects in ASEAN and Malaysia
by Shandre M. Thangavelu (Sunway U. & U.
of Adelaide)

- New technology, growth Slowdown and
China, -

-5.00

-10,00
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4. On recent structural problems in Lao economy : debt curse?

- A case of Laos: FDI in infrastructure, external debt and financial system

» [iscal Stabilization Assistance Program (2017-20)
» MOF & JICA Japan < NIER & Prime Min. Office
» T.A. on management of revenue and expenditure

Four basic researches and policy recommendation
- macro balance, resource sector, FX management,
financial system

» Found Facts (- mid 2010s)

» Worsening fiscal deficit
and external debt

» Excess investment?
» Real sector goes well or worse ?

» Banking sector load much the
cost of the fiscal deficit



4. On recent structural problems in Lao economy : debt curse?
Structural problem since mid-2010s - external delbt
» Concession loan (mainly from China)

» Market based treasury bond issuing at Thai bond market,
TMB in USD and Thai Baht in 2013-18

» Rumor of FX shortage, Dequincy (a few days) to ADB, and

Japan in 2019

» Stop issuing at TBM, replacing debt by commercial
borrowing from Credit Swiss in Nov. 2019

» Market based treasury bond issue in USD in Dec. 2019 with
worsen condition

Pinancing source of fiscal deficit
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4. On recent structural problems in Lao economy : debt curse?
Infrastructure Investment - FHagship Projects

» Lao- China Railway
v Kunming to Vientiane, then connecting to Thailand
v’ The construction already appeared in Vientiane suburb

v Total Investment 6.3 Billion USD (Lao segment), 1.6 times of annual
goVv’t expenditure. <=> Japan’s first Shinkansen: 10% (0.1 times)

Total 6,280 mil. USD (=>5,990 mil.USD in June,2018)

JV Equity
40%, 2,510 USD mil

Debt (commercial loan from Chinese Financial Institution)
60%, 3,770 USD mil

Lao PDR 3 Chinese Companies
720 mil. USD
30% (12%)

1,790 mil. USD
70%(28%)

250 mil. USD
35% (4%)
Bedget from
Lao Gov't

470mil. USD
65% (8%)
Loan from EX-IM
Bank of China




4. On recent structural problems in Lao economy : debt curse?

Infrastructure Investment - Hagship Projects
» Hydropower Dams

| Generation
) capacily Operation | Nekaman I+ Xekaman .
Mo | Project name (M) wear Lnvestment sourse Progress | 35 | Kansai 322(200+32 2016 | GOLIS-30%, VLA(ViewanTC-85% | 00 i
L Na::hl.lnng 1 1970 EDL Ciperating 36 | Mam Khand 6l 2016 | EDL . [ Constructing35%
2 | Xelaham 5 1970 | EDL-Gien Operatang Q22007 | 25%, S di
|3 | Mam Ngum| 155 1971 | EDL-Gen Operating I = 5'53'!-10--:.&. SinolydrolChinae0-
4T Xe Sl PE 1950 T EDLGon Operating | Mam Ou2 3, 1200340180 | Ouwéi2016 . Construeting
% | Mam & . - - — GOL20%, Hydro Engineering
N |:|r .1.5 19596 | EDL _ . Oiperating 38 | Mam Lik] [ 2016 | eofThailand) $0% Comstructing
& | Theun Hinhoun 220 1998 | EDLA0%Y:, Mordic20%, GMS20% Dperating | Dang Fang Elesiric Conporabion )
EDLI0%, Suez Energy 3% | Mam Mang] 57 2016 | (China), EDL Construcling
Houay He (Belgium)eirts, | 40| Nam Thal _ ] 2017 | EDLI0%, China SouthernGridi0% | Constructing
7 1521 1959 | HIHTC Thailand)20% Operating | 41 | Xayoboury{Mekong} [ 1283 2019 | GOL20%, ChKachang &PT80% | Constructingd0% |
¥ | Mam Leuk 50 2000 | EDL Tien Operating LHSE2%%, Kansailfapan)45%, |
G | Nam Npay Lz 2005 | EDL _ Operating b 2 2019 | BGAT{ Thallund j30% | Congioucting, |
1 | Mam Mg 4l 2004 | EDL-Gen Operatin LHSE24%, SK
11| NeSend 7 2009 | EDL-G T Koros Wessem Pounrash
wasd 2 L-Cien Uiperating ) Kores Weatern Power25%,
[(12)] Nam Theun2 1075 2000 | (TISET5%) EDF40%, EGCO35% | Operating 43 | Xepian-Xenamnoy 410 201% | Rachaburi Eleciric (Thiland)25% | Constructing19%
EDIL25%, CGGO(China Gezhouba )
CH. Kanchang( Tlsailand)28 5%, | . ) Group Iater-National Engineering
Bangkak Expres: .44 | i\leCJEItn h 104 201% | Company - . Eonsincii
13 P o a:‘, . ouay Lamphan Preparing for
(3 N Ngum2 s 2011 | PCL(Thuilond)12 S%%.others | Operating____ | s | powmsream - EDL-Gen constracton
1 | z : EDL L0, CWE(China)90tn Operaiing 36 | Mam Pha 130 | - AP Bislink Group(Malaysia) PDA signed
Nam Tha3 DS Bridged Road Construction Don . .
15 125 2011 | company Clperating 47 | Sohong(Mekeng) 240 | - EDL20%, Mega FirsuMalaysia0% | PDA sipned
L6 | Nam Mhone 24 2011 | Nam Nbane Power company 100% Ciperating EDL15%, Nava Bhara70%, Kche o
| Simuang Group(Lan)E5%, | 48 | Nam Phak 150 | - Green Power(Japan) 5% PDA signed |
17 | Mam thn 1.6 0| J'mekﬂphldn[{mjl 504 Operating 4% | Nam Bakl Ieh |- Nan_l Ngum? Power Company DA sipned
18| Mam Ngums 120k 3012 | EDL1 5%, Sinabyidro| China 5% Operating Ty — ot Poomllhna 9%, FOLIT, | MDA sened
[0 | Nam Song 3 3013 | EDL = Dierat 51 | Xekamard | _ BB - Viet-Lao Power Company PDA signed
7 Nom Lo — PErin | GOL 0-25%, Sinohydm(Chinal 90-
um Long 5.0 2013 | Laungpaseath Consiruetion Co Ll Operating 52 | Mam Oul 34,7 742 | - T5% FDA signed
T_|K!Lll'l-|hl‘-||5~'1lm" EDRLAO%, Nordic(Morway ) 2084, 33 | Mam Phowan ) 52 - Velcar Energy Group, U1 PDA ;iignzﬂ
._.1] Nam Mpuangi J20H60 2013 | MOX(Thailand 120% Oiperating 54 | Nam Kongl 5 - Regwon Oil{Russialii %, LHSENS | PDA signed
SC1 Electric Manulaciure 55 | Mam Pha [EE AP Biolink Group(Malaysia) PDA signed |
| 22 | Tat Salen 3.2 2014 | Co, Lt6(Thailand) Operating 56 | Nam San3 b5 [- GOL25%, Malaysin75t PDA signed
Phougaubihavy Road and hridge " | &7 Nnm_.s_umb-l 63 (- Bru Thal( Intemnational _ PDA signed
23 | Newammoy] . 148 2014 | construction ca, Lid{| D%} Operating 38 f Nam Suung? 181 1 - Bra Thoi Intemutional ________| PDA signed
24 | Mam Sana 14 204 | EDL | Operating B LHSE20%, Gamucallalaysiahii, ;
75 | Helaman3 350 1012 | ERLIS% VIR(Vi - e EOCOH iy FoA signed
| 25 2 2 | EDLIS%, VLPOVictsam 85t Ohperating 1 Kam 195 [ Saigon Investment Ciroug PDA sighed
26 | Nam N Mearly 1| MNam Xam? 196 | - Sagon Investment Group FDA signed
-t am NgiepiA 44 2015 | EDL coapletedvi % Sekong5 330 Repion OiliRuesia)@y, LHSEN%, | PDAsigned |
N . [ TAID5,
@- Hongsa Lignite 1878 2015 Comslructing@1s, |53 | SekonghiA&38) 300 - Sang Da Corporation Comgany DA signed |
TR Nmn,ﬁ'giq.t.’. 1 Rib OES CWE[China) (.'fmﬁlmmirl.g — GOI__!S%,I(nnyai Electricss%, .
Hong Anh Gai Lai Mareral Joint oy f'é Thadbandonts PDA signed
| 29 | Mam Kong2 I . 2015 | Stock Company(Victnam) Constracting 7% [~ : i - D:nn:::lhelrn'::ioﬁall‘nm FDA signed
= - T T t
30| Nam Ben " , (..h1n«1 Mational Elecincal Equipment _ a6 | Pakbeng(Mch | 92 Generation81%, GOL1%% | PDA signed
4 B 2015 | Comp ; Constructing7i% a7 | Phou Npoy{Mekong) | asl Charoen Energy and Water Asic PDA sigm:d_
31 | Mom Khan2 _ 120 ] 2015 | EDL, Sinodydro(China) ConstructingB | Datang [nk=rnational Power ]
| 32 I!nuag!,n.m[\hn[\ Mpai [ 2015 | ELD ) Consiructing T 68 | Sanarnkham{Meion L Gieneration® | %, GOL 19% MDA sgned
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Source: Mekong Watch 2015



4. On recent structural problems in Lao economy : debt curse?

Rent and exploitation in the banking sector

From the original banking sector survey,

» Interview-based survey
» Collecting financial statements from Headquarter Office , Websites and Bank of Lao (BOL)

Total Asset Total Deposit No.
2016 Billion 2016 Billion Established  Branches Country Origin/
LAK LAK Year and Service Ownership
State-owned commercial Bank Total 46,377.1 41.2% 38,666.9 59.6%
State Banque Pour Le Commerce Exterieur Lao
Banks 1 Public 32,023.3 28.5% 25402.4  39.2% 1989 94 Local
2 LaoiDevelopment Bank 11,156.9 9.9% 13,264.5 20.5% 2003 96 Local
3 Agriculture Promotion Bank 3,196.9 2.8% 1993 109 Local
Information ~Apolicy Spe cialized Bank
L'Sg'griid A'SBJ 4 Nayoby Bank 2006 75
Joint State Commercial Bank Total 11,187.1 9.9% 6,000.5 9.3%
/Z 5 Lao-Viet Bank 9,129.6 8.1% 5,071.7 7.8% 1999 13 BCEL/Vietnam|
Joint 6 Banque Franco-Lao 1,396.1 1.2% 665.9 1.0% 2008 22 BCEL/France
Venture 7 Lao China Bank 661.5 0.6% 263.0 0.4% 2014 BCEL/China
with BCEL Private Bank Total 14,640.2  13.0% 10,802.1  16.7%
8 Joint Development Bank 2,356.3 2.1% 1,873.6 2.9% 1989 53 Local
/ 9 Phongsavanh Bank 3,099.2 2.8% 2,727.9 4.2% 2007 40 Local
Two 10 ST Bank 2,683.8 2.4% 2,168.6 3.3% 2009 37 Local
Foreign 11 Indochina Bank 5,394.5 4.8% 3,346.5 5.2% 2008 11 Korea
Founders 12 Booyoung Lao Bank 356.6 0.3% 22.4 0.0% 2009 Local
13 Lao Construction Bank 332.8 0.3% 551.9 0.9% 2012 Local
14 Maruhan Japan bank Lao 417.1 0.4% 111.3 0.2% 2013 Japan




4. On recent structural problems in Lao economy : debt curse?
Rent and exploitation in the banking sector
» Oligopolistic (Concentrated) Structure

»Too Large Presence of Foreign Capital

11,157BK
3,197BK
19 banks,
) 638BK
Oreign
Capital: of China
41% ++
22,180BK
32,023BK
9 banks,
1,060BK
Numbers
and
Average 7 banks,
TA. Size by | 2091BK 3 banks,
Type 3,729BK
(Billion Kip)
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