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PROF. VUKAN VUCHIC

Learn to develop customized urban transit

plans and improve city mobility with this

course that bridges technical knowledge ' *
with practical application. VJ;

&
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"City livability depends
on urban transit. Learn
about transit systems
and their critical role for
the character of cities
and quality of life."

ENROLL TODAY!
edx.org/course/urban-
transit-for-livable-
cities
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"City livability depends on urban transit. VA_Y
Learn about transit §ystems and their critical role —=
for the character of cities and quality of life.” t 7

Learn to develop customized urban transit plans
and improve city mobility with this course that bridges
technical knowledge with practical application.

ENROLL TODAY!

edx.org/course/urban-transit-for-livable-cities
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https://vuchic.seas.upenn.edu/my-online-course-urban-transit-for-livable-cities/
https://www.edx.org/course/urban-transit-for-livable-cities

Advisory and lecture in Russia, UAE, and others
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JKCIepTy 1o BONpocaM TPAHCIOPTA
H FOPOJCKOro IJIAHHPOBAHHSA

B. Byunky

YBakaembiii r-u Byunk!

Ot muua IlpaButensctBa MoOCKBBI B OT cesi JIMYHO 3TUM MHCBMOM S XOTeN Obl
BBIPa3uTh Bam cBol0 OnarogapHoCTh 3a Hally BCTpedy M COTPYAHHYECTBO B paMKax
JiesioBoro Busuta B ceHTAOpe 2018 roma ¢ Lenbi0 H3yueHHsS MOCTEAHHX IOCTHKEHH
TPaHCMOPTHOH CHCTeMBbI ropofa MOCKBBL. YBEpeH, UTO COCTOSIBILIAsCS BCTpeYa BHIBEJET
Halle COTPYZIHHYECTBO Ha KaUYeCTBEHHO HOBbIN YPOBEHb.

Jlna Hac ©bUTO OYEHb BaXKHO TO3HAKOMHTHCS APYr C JAPYrOM JIHYHO, OOMEHATHCS
MHEHHMSMH O B@XHBIX aCMeKTaX TPAHCIOPTHOH TMOJUTHKA ¥ YKPElHTbh [elOBBlE H
JIPYKEeCTBEHHBIE CBA3H MKy MOCKBOH M MeK/yHapOIHBIM SKCIIEPTHBIM COOOIECTBOM.

IMone3ysce cimywaem, s Xxoren Obl eme pa3 nobGmaromaputh Bac 3a BBICOKYIO
SKCIEPTHYIO OLEHKY O Pa3sBHTHH TPaHCIIOPTHOH CHCTeMbI ropofa MOCKBBI H HHTEPECHYIO
JHUCKYCCHIO, MOCBSIICHHYIO PEUICHUsSM B cd)epe TpaHcnopra. A YBE€pPEH, YTO OTKpPBLITOE Policy Governance and Infrastructure Inves
obcysknenre 1 0OMEeH OMBITOM MPHBEET K COBEPLICHCTBOBAHHED MOCKOBCKOI'O TPAHCIIOPTA U — A Return to the Imperative Action
CTaHeT KJIIOUOM K Oy/yIieMy ycrexy.

Haneroch Ha pacmimpeHue cOTpy/IHHYECTBA B PeLIEHWH TPAHCHOPTHBIX 3a71ad, a TakKe

HaJla)KMBaHHUE 3¢¢exrunuoro B3aUMOJEHCTBUA B pa3pa6011<e H peanusanuud COBMECTHBIX Eugene Chao
g Department of Finance

npoemOB. Private Equity Infrastructure Investment
3 Research Associate
/ M. C. JlukcyToB

Men. JLIO. Beukosckas
8-495-957-94-90 (51857)
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Executive Summary

In many changes and lockdowns, the trendy stimulus across the globe immediately raised eyebrows.
What do the governments want from the massive stimulus?

What pace of growth do governments intend to create? Which are enough to achieve intended
outcomes? Growth at what cost? How long can it be sustained? What is the of growth?

Fiscal discipline, organization culture, investment acumen are pivotal to ensure that the growth
decisions translate into long-term view and sustainable outcome.

/HH This presentation differentiates and examines
<l

o>
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1. Infroduction: Trendy Stimulus in Sporadic Matter
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COVID-19 stimulus package statistics

Worldwide stimulus package Stimulus package: 2008 financial crisis vs. COVID-19 crisis

@ 2008 financial crisis @ COVID-19 crisis

0 102030 40

§ i Germany Japan France United Kingdom
\ Q¥
- . . . . ’
United States Canada India South Africa Brazil
Note: Size of stimulus package (as of May 2020) on % of 2019 GDP Note: Stimulus crisis response on % of 2019 GDP

Source: McKinsey & Company: The $10 trillion rescue: How governments can deliver impact, June 2020
https://www.mckinsey.com/industries/public-and-social-sector/our-insights/the-10-trillion-dollar-rescue-how-governments-can-deliver-impact#
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COVID-19 stimulus spending category

€he  Millions in Stimulus Aid, and Clashing Over How to Spend It

Nﬂ"ﬁm‘k As communities across the United States receive pandemic relief money, fierce debates have
Cimes erupted over priorities, and who has the power to set them. By Deborah B. Solomon March 11, 2022

Where $5 Trillion in Businesses
Pandemic Stimulus $1.7 trillion
Money Went

It is the largest government
relief effort in recorded
history, and two years after
Covid-19 crisis began,
money is still flowing to
communities. Here’s where
it went and how it was
spent.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



COVID stimulus spending for the 2031-2022 schoal year

Where to create the spending account? R —

Prilaipiia SEPTA board OKs spending federal COVID-19 aid
Illqpil'el‘ on the K"‘]g Of PrUSS|a ra|| ||ne by Thomas Fitzgerald Published Feb 25, 2021

By Reema Amin Mar 8, 2022, :

Here's how NYC schools are spending $7 billion in COVID federal relief

California cities spent huge share of

Ggal%ian

Bloomberg Where Did $6 Trillion in Covid Funding Go? | -
Opinion Congress rightfully doled out big checks for pandemic relief. Unfortunately, many of | ...
them ended up in the wrong pockets. The Editors March 14, 2022

federal Covid relief funds on police smcw |~
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2. Detrimental Consequences: Growth Ponzi Scheme and Blitzinvesting

Blitzinvesting is suffocating growth and wasting resource: spending too much, too soon
on unvetted insolvent projects only heightens the risk profile that a government’s race to
recovery becomes a race to oblivion. — Eugene Chao, The Wharton School

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



Consequence/Fact No.1: Sacrifice long-term fiscal strength to accomplish near-term targets

When periodical halts occur, many governments are desperately seeking growth (e.g., GDP, FDI, etc.).

This artificial growth measure as the : generating near-term growth at the
expense of long-term prosperity.

*\ Have you ever traded away sustainable long-term revenue to generate short-term spike?

Real GDP
V-shaped - U-shaped Recession Recovery
W-shaped o L-shaped

P 72

CBC NEWS Source: BMO Economics, Havard Analytics



Consequence/Fact No.2: Chasing speed over quality

In the COVID era, governments are desperately seeking growth. Investors are hunting for profit. Periodical
lockdowns halt projects and developments; therefore, chasing speed over quality - becomes
a new growth rhythm to regain momentum and bvuild in deliberate growth buffer.

Blitzinvesting exercises an all-out mentality and prioritizes speed and scale over quality without prudent
budgetary scrutiny and regulatory evaluation to allow money to search for projects rather than filtering
through orthodox bidding, appraisal procedure, or even tailoring contracts to favor a specific bidder.

2,

Rampant stimulus originates from a distorted governance mindset: the short-term stimulus would fix the
growth trajectory (U-shaped, V-shaped recovery) so that more political rising stars could win
campaign bargain and electoral rhetoric.

10
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3. Root Causes of Chaos

Blitzinvesting

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



3.1 Fiscal Discipline

Value Creation
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Value Destruction
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Value Creation vs. Value Destruction

Value Creation
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Debt transfer scheme in unbankable and negative cash flow projects

=

a Generate return and Do it again!
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Government
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3.2 Root Causes of Chaos: Organization Culture

Dialogue Box 1. Overemphasizing scale and speed over quality

Government decision-maker (G): Four years from now, I won't be here! I need to show
voters how many metro lines and public amenities are going to open during my tenure as
soon as possible. Let's build first and wait for the ridership to grow. Plus, we received

stimulus packages, so let’s do it now!

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 four-year term?




3.3 Root Causes of Chaos: Investment Acumen

Extrapolate the past vs. Define the future
Extrapolating from the historical statistics to forecast the future or allowing the past performance
and sunk cost to influence presence decision-making is never a guarantee of the presence and
future. The precise measure is to define what kind of city do people want in the future.
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Travel distribution between cars and transit

Total disutility/trip

==

E 9
Reduced disutility

Transit

Volume (trips/hr)

E — Individual Equilibrium point
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Shifting the individual equilibrium toward system optimum
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Desirable solution: Toward the positive outcome

Policy Type Investment Mobility Modes and Policies
Car Transit
Incentives High Increased << = TI
. /’
. 7
7’
7
27N\,
Disincentives Low or Negative | Decreased cD -~ N Tp

Legend for Policies

Leads to balanced intermodal system

May not influence intermodal relations

Increases imbalance favoring car

CI: Car Incentive

TI: Transit Incentive
CD: Car Disincentive
TD: Transit Disincentive
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Fictitious growth as a mean to justify electoral rhetoric

When a government fails to

invest in positive NPV projects

‘What kind of infrastructure projects? and SImUItanEOUSIy Increases
RONIC > OCC = NPV* the overall liability, it is

What kind of infrastructure projects?
\ RONIC > OCC = NPV*
= Value-creating

= Value- ti . . .
/ e destroying value for its nation.
Opportunity Cost

of Capital (OCC)

1. If RONIC < the OCC,
growth destroys value;

2. If RONIC > OCC,
growth creates value;

Opportunity Cost
of Capital (OCC)

Return on New Invested Capital (RONIC)
Return on New Invested Capital (RONIC)

\\\

3 . |f RO N | C = OCC, What kind of infrastructure projects? What kind of infrastructure projects?
RONIC < OCC = NPV- RONIC < OCC = NPV~
grOWth has a nGUtraI = Value-destroying = Value-destroying
impaCt on value since Number of investment opportlfnity Number of investment opportunity
all investments are
NPV=0;

4. If growth =0, there is
no return on new
investment. The
investment impact on
value is none.

What kind of infrastructure projects?
RONIC > OCC = NPV*

|
I = Value-creating

e

What kind of infrastructure projects?
RONIC > OCC = NPV*
= Value-creating

.

Opportunity Cost
of Capital (OCC)

Opportunity Cost
of Capital (OCC)

Return on New Invested Capital (RONIC)
Return on New Invested Capital (RONIC)

What kind of infrastructure projects? What kind of infrastructure projects?
RONIC <OCC = NPV- RONIC <0OCC = NPV-
= Value-destroying = Value-destroying
Number of investment opportunity Number of investment npport_u'nity

INTERNAL. This information is accessible to ADB Management and staff. It may beCsfSfred BURHEHHS 8RR Lo roy el MpRagNgsimYalue really Means - Chapter 7 by Kevin Kaiser and David Young



Offsetting consequences of conflicting policies and investments: highway vs. transit

Problem

Policies

Investments

Outcomes

Increased
SOV
demand

Highway \

{
|

Car

Increase highway
capacity

-

Build lanes,
highways

Increased
VMT

Shift travel to
HOV’s

-

Convert lanes to
HOV

Transit

Shift travel to
transit

\'

Y

Improve transit

congestion

Discourage
SOV’s

Gas tax, parking
& road pricing

Conflict

Consequences

Negative
impacts

h 4

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

Reduce travel
(VMT)

-

Coordinate land
use planning and
transportation

Decreased
VMT

livability

Positive
impacts
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4. If GPS and Blitzinvesting are terrible, why governments obsess with
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Underlying obsession of Value Destruction

Value Creation

1. SYSTEMS APPROACH
Identify the priority and causality, developa =~ — 'tg_

prudent method with enduring well-being

2. BUILD-UP CULTURE
Harvest ROI/ RONIC over quality

3. INVESTMENT ACUMEN Q_:‘
Invest in value creation projects and divest —E@l—
value destruction projects

4. VALUE OF PATIENCE
Patience overcomes cyclicality, continue
devoting to value creation drivers

5. ELECTORAL RHETORIC
Draw benchmarked win over campaign

bargain and political ladder, reward seats to

value creation leaders

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

Value Destruction

Neglect fiscal discipline and organizational
health at the expense of long-term prosperity

ROI/ RONIC over quantity/ scale is
a deceptive measure

Forget about O&M expenditure, deficit
Debt transfer scheme is the approach

Speed is the new rhythm of investing

Extrapolation fuels boondoggle, glitz and
glamor projects, negated the opportunity
for future betterment

24



5. Conclusion

 Have you ever fraded away
» Three root causes of chaos
long-term growth to N _ o
» Fiscal Discipline

generate short-term spike?

« Detrimental Consequences
 Growth Ponzi Scheme
« Blitzinvesting

 Organization Culture

I . * Investment Acumen

a a * Investment malpractices

« Value Creation vs. Destruction

g
with distorted acumen EZ | Wh;“i;‘g.g“m"“’fj v’ Systems approach
X Extrapolation % N v' Build-up culture
& X Fictitious growth by E ‘ Wllil!lmmm.m_____.{. v Investment Acumen
electoral rhetoric - \\\\\\\\\\\\\ v Value of Patience
x Conflicting policy and * What ind of ittt prjecs v' Electoral rhetoric
Investment Offset investment

Number of investment opportunity
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Thank you!
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