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Ahbstract:

Infrastructure investment is a common scheme o boost cconomic productivity and carrying it out involves
multilateral docisions. Many cities within the membership of the central asian regional economic eoopemation
{CAREC) are either in the transition stage of repesiioning cities” long-term competitivensss or in the
development stage of large-scale metropolitan planning. Comman facts have been found in these two settings:
the cwtstanding commitments on the modemization of efficient infrastrecture sysiems and the tansformative
mindset to recapitalizecity "s assets: both developable and undenutilized lands within the central business districts
{CBD=) and surroundings. Although the CAREC Transport Strategy 2030 has defined the scope of increasing
regional comidor conmectiv ity and planned to strengthen the cross-border transport and tade within central Asia,
does the project carnier {Le., grant recciver) has a mechanism to ensure the project/investment will create the
maost value? What scale and magnitude of inv estment are enough to achicve the intended return, environmental,
zocial and govemanee (ESG) ouwteome and livability? Is there an interrelation or a contradiction of nvesting in
diftferent infrastructure asseis? What are the comesponding measures to avoid the likelibood o finvestment of Get?
How could government policy, legislative enforcement, and managenal stmtegy complement cach other to
maximize synergistic value to further empower a nation®s growth and the region’s long-term competitivencss?

The artick mamies investment discipline and managerial oversight. First, prior to the fund allocation, a
preliminary action is to decide what kind of city and region do people wam? Cities built around transit would
look and operate drastically different from cities built around cars. The examination of the inteme lation between
transit and highway investments and the comesponding measures to creale livable citics and an indegrated
multimodal tansport system is well-thought out. Second, nvestment decision-making criteria, to thrive well in
the fund returns {e.g. net profit, retained and distributed camings), neod to strike a good balance between
opportunity cost of capital, govermance, managerial oversight, and sharcholder value Third, the review of
selocted case studics” tansformational and investment expericnces within and across the region offiers commaon
mistakes and meaningful lessons to facilitate decision-makers and investors go through the learning curve
quickly to capture carly results and mobilize capital in shaping better project swocess. The case-study method
distilk msightful grappling from transitioning and progressive projects” capse céléhre managerial conflicts,
imvestment tade-offs, and corresponding measures to alleviate offset. [1is ime to renew the regional interest in
paying systematic attention to the tansfomative process of investing in infrastrsetune.

Kepwords: Infrasiricaere Investment Decision Making, Palioy Govarnance, Livable Citles, Repianal
Competifivensss
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B. Byuuky

YBaxkaemsiii r-u Byunk!

Ot muua IlpaButensctBa MOCKBBI B OT ceDsi JIMYHO 3TUM MHCBMOM s XOTen Obl
BBIPa3uTh BaM cBOl0 O6narogapHOCTh 3a Hally BCTpEYy M COTPY/IHHYECTBO B paMKax
JiesioBoro Busuta B cenTsAOpe 2018 roma ¢ Lenbi0 H3yueHHs MOCTEIHHX ITOCTHXKEHHE
TPaHCIOPTHOH CHCTeMBI ropoia MOCKBEL. YBEpeH, UTO COCTOSBIIAsCS BCTpedYa BBIBEAET
Hallle COTPYIHHYECTBO Ha KaUeCTBEHHO HOBbIN yPOBEHb.

Jlnsa Hac ©bUTO OYEHb BAXKHO TO3HAKOMHTHCS APYr C APYrOM JIMYHO, OOMEHSTHCS
MHEHHMSMH O B@XHBIX acCMeKTax TPAHCIIOPTHOW MOJMTHKH ¥ YKPENHTb IEIOBBIE W
JIPYKEeCTBEHHBIE CBA3H MKy MOCKBO# H MeK/lyHapOIHBIM SKCIIEPTHBIM COOOIIECTBOM.

IMone3ysice cimywaem, s Xxoren Obl eme pa3 nobGmaromaputh Bac 3a BBICOKYIO
SKCMIEPTHYIO ONEHKY O Pa3sBHTHH TPAHCIOPTHON CHCTEMbI ropoja MOCKBBI U MHTEPECHYIO
JIMCKYCCHIO, MOCBSIIEHHYIO pelieHnsiMm B cdepe TpaHcrmopra. S| yBepeH, 4TO OTKPBITOE
obcysknenre 1 0OMeH OMBITOM MPHUBEET K COBEPIICHCTBOBAHHID MOCKOBCKOI'O TPAHCIIOPTA H
CTaHeT KJIIOUOM K Oy/IymieMy ycrexy.

Haneroch Ha pacmmpenye cOTpy/IHHYECTBA B PeLIEHHH TPAHCIOPTHBIX 3a1ad, a TaKkKe
HanaxuBaHue 3((HEKTHBHOTO B3aMMOIEHCTBHA B pa3pabOTKe M pealH3aliiil COBMECTHBIX

TIPOEKTOB. e,
/M M. C. JIukcyToB

Hen. JLIO. Bekosckas
8-495-957-94-90 (51857)

O'ZBEKISTON RESPUBLIKASI
W r TRANSPORT VAZIRLIGI
TeMbI 17151 00CY:RIeHAS

1. TlepecMOTp N ONTHMIIZAINNA MApPOIPYTHOII CeTH ABTOOYCHEIX IIEPEBO30OK C
VBA3ZKOI C IHHILIMI METPOIIOIHTEHA.

2. PaccMoTpeHIIe BOMIpoca HYKHET M TOPOIY MapIIpyTHEIE TAKCH (MApIIPYTKI).

3. HeoOxXoanMocCTh 1 pacioIoiKeHHe MPII0POKHEIX TaPKOBOK.

4. PerymipoBaHile epeKp&cTKOB (cBeToGOpHOE, 3HAKAMH JOPOKHOTO JIBIDKEHII ).
5. OnTumansHOe pacToioKeHIle I onpeIelleHIs THIIOB MeMeX0/IHBX TepeXoIoB B
VCIOBIIX TOpo/a TanikeHTa.

6. Pernenis no caep KIHBaHII pocTa aBTOMOOILIEHOTO IIOTOKA B TOPO/IE.

7. CozgaHie MyIBTHMOIATILHOIN MOJIENH T'OPOICKOT0 TPaHCIIOPTa.

8. Cospgasite 11 pa3BHTIE BeIOCHIIETHOM 1 MeNeX0THOIT MHPPacTPYKTYPEL

9. HeoOXoaMOCTE B CTPOHTETBCTBE MHOTO3TAKHEIX TAPKOBOK.

10. Pa3paboTka MexaHII3Ma YIIPaBIeHIA H KOOPIIHAIIHNI TPAaHCIIOPTHAIX TIOTOKOB B
ropofe.

11. Pa3zBuTie I COBepIIEHCTBOBAaHIE MEPEeBO30K JIETKOBBIX TaKCI (B TOM HIICIE
CO3IAHIIEe CTOSHOYHBIX ILTOIAIOK).

12. PerymipoBaHile TpPY30BEIX IIepeBO30K B Topole (B TOM YICIe cO3JaHIe
CTOSHOYHEIX ILTOIIA/IOK ).

13. HeoOXoaIMOCTE CO3aHIA CKOPOCTHOTO TPAMBAITHOTO COODIITEHTIIA.

14. Ilemecoobpa3sHocTh Iepexoja ¢ AKCIUTyaTallllll OI3elBHBIX aBTOOYCOB Ha
3IeKTpoOYCHI.

15. ITlenecooOpa3HOCTE CTPONTENBECTBA 3CTAKal, MOCTOB M JPYTHX BILIOB
JIOPOXKHEIX pa3BA30K.

16. Brenpenne npoekra « VISION ZERO».

17. IlenecoobpazHOCTE COBMECTHOIT paboTEI ¢ apxuTeKTopoM SAH Ieitr.



1. Introduction: Two distinctive asset classes: Highway vs. Rail
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Offsetting consequences of conflicting policies and investments: Car vs. Transit

Problem

Policies

Investments

Outcomes

Increased
SOV
demand

A 4

Highway \

congestion

|

Car

{

Increase highway

capacity

-

Build lanes,
highways

Increased
VMT

Consequences

Shift travel to
HOV’s

Convert lanes to
HOV

Shift travel to
transit

Improve transit

Discourage
SOV’s

Gas tax, parking
& road pricing

Conflict

: Negative
@acts

Alr quality, street
congestion, energy
consumption,
environment, city

Reduce travel
(VMT)

Coordinate land
use planning and
transportation

Decreased
VMT

livability

Positive
impacts




Quo Vadis: Infrastructure Investment

What kind of city do people want? Is there a definitive investment mechanism to ensure we are

investing in the kind of city we want to create?

I “The iInvestment solution needs to extract the maximum synergy between
_.||I infrastructure investment and city/ regional development”

2 What [scale] of government spending are enough to achieve an intended outcome?
What is the [quality] of growth? Growth at what cost? Growth, but how long can it be sustained?

@ “The solution shall help the economy to redirect resource for productive uses and
{@ precipitate in efficient allocation to the highest return activities at a much lower cost.”

3. Which investment will create the most return? What is the countermeasure to avoid investment offset?

“The solution shall ensure the most aggregated ESG return generating from the
system optimal, not from the individual equilibrium.”




2. Define Question: The Collision of Cities and Cars and Vicious Circle

Transit
Transit Lower transit usages
— > to auto

diversion > Higher traffic volumes H
I
|
I
Car |
|
|
I

Highway and Taxes for :
r- .g y . é--Tl.--h ---------- Increase street congestion <--

I | parking expansion ighway only
Lower attractivity Self-supporting

of transit business

Less revenue,
reduce service

Note: The vicious circle concept also applies to the freight rail to cargo truck diversion



The Solution: Managerial Strategy and Policy Governance

Total Disutility/trip

Car/ Cargo Truck

Transit/ Freight Rail

Volume q (trips/hr)

>

Disutility: user cost, travel time, safety, social cost, system externalities

Figure 2.2
Interrelation between travel disutility and volume: Car vs. Transit

Total disutility/trip

Transit

Reduced disutility

Volume (trips/hr)
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»
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I
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1
1
:
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»

Improved equilibrium

E — Individual Equilibrium point E’-

Figure 2.3
Travel distribution between cars and transit



Transportation policies for shifting the individual equilibrium point toward system optimum

A A
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= I Transit
E Individual I
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Total disutility/trip

Comparison of Two Investment Schemes

$70 Billion Toll-Road Plan to
Connect Indonesia's Sprawl

a
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Car

Reduced disutility

Bloomberg

Published on June 19 2019, 5:00 PM
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Figure 2.5

Negative consequence of ONLY investing in car-related infrastructure

Improved equilibrium

a
2

Total disutility/trip

E

Reduced disutility

-

Car

.
ot
o
o

Transit

Volume (trips/hr)

2

< q . » < q ] —
C Aq
< Q >
E — Individual Equilibrium point E’— Improved equilibrium
Figure 2.6

Positive return on investment: capital put into transit > car infrastructure
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Total disutility/trij

Maijor transportation challenges in Turkish cities
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High density minibus (dolmuslari) occupied urban areas An overcapacity BRT in parallel with a congested highway
in Ankara in Istanbul



Consequences of busway conversion into a HOV roadway

Total disutility/trip

Opening busway to HOV’s

Volume (trips/hr)

L 4 L 4 1. = 1,

BUSWﬂy Freeway E — Individual Equilibrium point ~ E’— Improved equilibrium
increased volume lanes less congested
HOV/
paratransit
USETS Bus users Auto users
Reduced travel time for Decreased performance Some reduction of travel
HOV passengers (reliability, speed, safety) time for other auto users
Steeling of passengers
> : : > Loss of bus passengers [«
by HOVs f -
|
|
|
v | L 4
Encouragement of HOV’s Deterioration of bus service Attraction of more SOV’s

Benefit

HOV — High-occupancy vehicle
SOV — Single-occupancy vehicle Loss




Transportation challenges in Tashkent

Jlerenpa

14

Parking and traffic situation near the major Bazar

* k%
*ok ok
Kok kK K

Individual !
Equilibrium IE 1

Total disutility/trip

Transit

Toward System 7 17T
OptimumsO_. 7 1 Transit
Cmm ¥ I incentives
___________ - |
| 1
’ 1
Diverted |
: Ik o trips
o AL
: | !
| 1 Volume (Trip/hr)
Car $ Transit ——
£ Total trips

Bus and high density minibus in Tashkent




Bus route consolidation and coordination

@ Transfer station

\

|
m
—
.

\. \-

Existing: Independent bus lines compete on the main street
and various sections

Proposed: Trunk BRT or LRT with feeders —
balanced and synergistic value



Table 1. Policies toward car and transit modes and their impacts on intermodal balance

Policy Type Investment Mobility Modes and Policies
Car Transit
Incentives High Increased Cl < — T
., g
N . 7
Va
7 < \
Disincentives Low or Negative | Decreased o 2~ '\ TD

Legend for Policies

Leads to balanced intermodal system

May not influence intermodal relations

Increases imbalance favoring car

CI: Car Incentive

T1: Transit Incentive
CD: Car Disincentive
TD: Transit Disincentive
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3. Privatization vs. SOE: Mistakes and Lessons

3 \Q‘\\‘\
PO
DECREE e
PRESIDENT OF THE REPUBLIC OF UZBEKISTAN "N 7/
= N
= =
'O CREATE AND ORGANIZE THE ACTIVITIES OF THE COUNCIL OF FOREIGN Sie

INVESTORS UNDER THE PRESIDENT OF THE REPUBLIC OF UZBEKISTAN

In order to further improve the nvestment climate in the country, expand the attmetion of foreign direct
investment in priority sectors of the economy and other important arcas, organize a high-quality investment
process taking into account intemational best practices, and also in accordance with the Decree of the President of
the Republic of Uzbekistan dated August 6, 2018 No. PP- 3900 *On measures to further expand and deepen IJ
partnership with the European Bank for Reconstruction and Devel opment™:

1. Create a Council of Foreign Investors under the President of the Republic of Uzbekistan (hereinafter -
the Couneil).

2. Define the main tasks of the Council:

advising the Govemment of the Republic of Uzbekistan on the most important areas of investment,
industrial, technological and innovative development of the country based on the most successfil experience and
achievements of world practice;

direct participation in creating a favorable imvestment climate and effective mechanisms to stimulate
domestic and foreign entrepreneurs to nvest in priority sectors of the coonomy, a5 well as regions of the country,
with the aim of organizing modern production of competitive export-oriented products, as well as promoting the
active attraction of mvestments, pimarily foreign direct investment, and the development of mutually beneficial
trade;

ensunng effective intemction between govemment bodies and business entities with foreign companies,
banks, investment and other structures, imternational financial institutions and foreign government financial
organizations;

identification and analysis of key factors preventing the attmetion of investments and imvestor activity,
including foreign ones, ensuring the mantenance of a favomble business environment and investment climate in
the repub lic;

development of effective proposals aimed at eliminating the factors holding back investment processes
by the joint efforts of state bodies, international financial institutions and foreign governmental financial
organizations, foregn companies, banks, investment and other structures opemting in the Republic of Uzbekistan;

nssistance i improving the support mechanisms for exporters, the consistent development of trade
infrastructure, e-commerce system, creating favorable conditions for the promotion of domestic goods and
services to foreign markets, the formation of efficient tmnsport corndors, modem logistics chains;

the introduction of positive foreign expenence in the processes of creating and using modern product
quality management systems, the consistent implementation of measures to ensure compliance of domestic goods
with imtemational standands and technical regulations, incresse their competitiveness, support the use of advanced
information and communication techno logies;

prepamtion of proposals and recommendations for further improvement of the legal famework in the
field of regulation of investment activity in the Republic of Uzbekistan;

identifying prionty arcas and developing effective measures to improve the imernational image, increase
the position of the Republic of Uzbelastan in international ratings and indices.

3. To establish that:

The Council is an advisory body under the President of the Republic of Uzbekistan;

The compaosition of the Council is made up of leaders and representatives of foreign companics, banks,
investment and other structures, international financial instintions and foreign  govemment  financial
organizations, including the Eumopean Bank for Reconstruction and Development, which also carry out
investment and business activities in the Republic of Uzbekistan in the prescribed manner, and also other
participants;

The Council operates in the form of plenary and interim sessions. Plenary sessions of the Council ane
held once a year, interim scssions - at least twice a year;

coordination of the work on the plenary sessions of the Council is camied out by the Administration of
the President of the Republic of Urbdastan, of intermediate sessions by the Mimstry of Investment and Foreign
Trade of the Republic of Uzbekistan;

UZIPA

INVESTMENT PROMOTION
AGENCY OF UZBEKISTAN

I=l Uzbekistan's privatisation programme

... Published 12 Aug 2019 Last Updated 05 Sep 2019 10:21

David Doré Contact Author

Project Finance & Infrastructure Journal

Average of 75+% of state-owned enterprises shares are up for sale to investors

Industry State-owned enterprise Location Shares up for sale (%)
Construction  Kvarts Fergana region 74.98
Construction Kizilkumtsement Navoi region 35.9
Electric power Novo-Angren TES Tashkent region 99.59
Electric power Angren TES Tashkent region 99
Oil & gas Andijanneftegazkuduktamirlash Andijan region 100
Oil & gas Fergana neftebaza Fergana region 100
Oil & gas Gulistan Neftebaza Syrdarya region 100
Oil & gas Uzneftegazkuduktamirlash Bukhara region 74
Oil & gas Neft va gaz kuduklarini sinash Kashkadarya region 73.87
Oil & gas Bukhoroneftegazparmalash Bukhara region 51.24
Oil & gas Kashkadaryaparmalashishlari’ Kashkadarya region 51
Oil & gas Surkhan parmalash ishlari Surkhandarya region 51

Average: 75.9

Source: [JGlobal
Projects in financing and pre-financing by sub-sector, as at 12 August 2019
—
ccor
Road

Coal-fired
Healthcare

Transaction stage
Municipal @ Financing

Municipal, waste Pre-financing

0il & gas (downstream)
Power (transmission & distribution)
PV solar

Water (distribution and treatment)

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%
Source: UGlobal

Source: https://ijglobal.com/articles/141846/uzbekistans-privatisation-programme 15



Turkish privatization before and after 2003

Privatization Implementation in Turkey (USD Million)

12,486

62,120
8,240 8,222 8,096
6,259 6,266
4,259
3,082 3,021
2,275 1,996 -
1,283 1 358 1 293 1,359 :
751

B s
= 1986-2003 2004-2019
N

2004
2005
2008
2009

2018

[{e] M~
— —
o o
N N

2012
2013
2014
2015

—
i
o
N

1986-2003
2006
2007
2010

Source: Turkish Privatization Authority, Sectors across manufacture, service, and energy
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Turkish government openness and foreign direct investments (FDI)

OECD FDI Regulatory Restrictiveness Index FDI Inflows to Turkey (USD Billion)

0.300
0.283

\ 217
0.250

1= Closed to FDI
0= Open to FDI

Index:

0.200

0.150
0.127

0.050 0.059
15
1997 2003 2006 2010 2012 2019 1973-2002 2003-2019

—Turkey —OECD Average

Source: OECD. Note: The FDI Regulatory Restrictiveness Index measures a country’s statutory restrictions on foreign direct

: . . Source: Central Bank of the Republic of Turkey
investment in 22 economic sectors.



Institutional governance of privatization

Advantages (A) and Disadvantages (D) of a single public transit agency compared to various private operators:
1. Goal-setting: Main goal is providing service, not achieving optimum profits.

2. Unification: Unifies different modes, fares, and network, providing an integrated, intermodal transit system.

3. Consolation: Economies of scale achieved by consolidation of lines, network, fleets, and management, not by market share or
buyout other modes (e.g., U.S. Trolley movements in 1940-70s).

4. Coverage: Profit sharing between lines allows coverage along less profitable lines.
5. Arms of government policy: Tighter coordination of government regulations and subsidies.

1. Negligence: Neglect financial performance due to subsidy lead to inefficiencies and deficits. The hazard of growth, profitability,
and services (i.e. unprofitable routes).

2. Union hijack: Labor unions may use monopolistic position to force excessively high wages or inefficient practices. In some states,
legislatures revoked the prohibition of strikes against public transit agencies.

3. Innovation: Lack of competition once eliminated, lack of motivation for innovation in service.

4. Poor trade-off: Larger regional agencies sometimes orient their attention to regional systems at the expense of local services,
which are essential for urban and suburban neighborhoods.

18



Public Transport: requlated social service, not a free market system

* “Free Market” is the best mechanism to provide competition, economic efficiency, meeting the needs of

customers, etc.

“Free Market” cannot be used when alternative/competing products/services have:

Very different investment/operating cost ratios;

Different sources and amounts of subsidies;

Different positive and negative externalities;

Different short- and long-term goals. Market is generally sensitive to quantitative short-term

achievements; insensitive to long-term gqualitative outcomes.

o All these limitations of free market exist in the interrelationship between city/regional development
and infrastructure investment, particularly [freight rail vs. cargo] and [public transport vs. cars]

O O O O

competition.

19



NYC privatization mistake and expense of public transport asset buyout

1910/ - 2018

New York Region Commuter Rail & Waterfront Terminals, 1910. Penn Station and eight  New York Region Commuter Rail, 2018. Penn station is the primary means of access
waterfront terminals provided many ways between Manhattan and New Jersey. between New Jersey and Manhattan.

[Harvesting vs. free market]

Reduction of rail network and service between Manhattan and New Jersey in 1910 — 2018 0



Regional Unified Network and The Bigger Apple

- The Plan to Rebuild New York Regional Transit System

THE
€BIGGER
PPLE






4. Asset recycling program vs. Debt transfer scheme

w
ﬁ Generate return and Do it again!

Asset recycling program of
bankable or value creation projects

Government . |JI o
5| g =i
5 4k i:g Bankable qnd
2| 5|12 2SI value creation
2 % 3 alz
S+ 8| 2o Infrastructure
Investment :
decision-making - I
Unbankable or | |
value destruction| | Debt transfer scheme of
. .. | . -
Si?E ? Project deficit | unbankable or value destruction projects
e e e e e e e e e e e e e e e e e e e e e e e = = - - — |

i o e : .
a' Significant subsidy for operating infrastructure assets
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Interpreting the motivation of the debt transfer scheme

Dialogue Box

Government decision-maker (G): Five years from now, | won't be here! | need to show people how many
metro lines and bridges are going to open during my tenure as soon as possible. Let's build them first and
wait for the ridership to grow.

Consultant (C): Underutilized infrastructure assets would be a waste of investment. Do you have a way to
boost the asset utilization rate?

G: No, we don't!

C: Would you like to have one?

G: Well, it sounds complicated. Why not simply focus on how many lines and new systems we can open
during my five-year term?

What of government spending are enough to achieve an intended outcome?

What is the of growth? Growth at what cost? Growth, but how long can it be sustained?
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5. Conclusion

Investment is a mean to accelerate growth, but growth itself is not the
goal. The goal is to identify what kind of city/ regional do people want?

Focus on maximizing synergy between infrastructure investment and
city/ regional development

Growth # value creation. Differentiate infrastructure investment scheme
[asset recycling vs. debt transfer] of return on scale vs. return on quality

The investment solution is the combination of managerial strategy and
policy governance with meticulous examination of Individual equilibrium
(IE) vs. System optimal (SO)

Investment mindset: Make the world in a better place (The incumbent)
vs. Fool some people all of the time; Too busy to make $ (The barbarian)

Policy
formation

Countermeasure

Control
mechanism

Governance

Entrepreneuri
al Ownership




Thank you!



