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~ SINOPSIS

Since the BIMP-EAGA has gone through some bumpy rides in the recent past, international trade and governance
issues within the region have surfaced.

The BIMP-EAGA (or simply EAGA) stands for the Brunei Darussalam Indonesia Malaysia the Philippines - East
ASEAN growth Area. It is the Asia’s largest regional grouping, spanning territories of four ASEAN countries.
EAGA comprises the entire sultanate of Brunei Darussalam; 10 provinces in the Indonesian islands of Kalimantan,
Sulawesi, Maluku and Irian Jaya; Sabah, Sarawak and Labuan in Malaysia; and Mindanao and Palawan regions in
the Philippines. Its land are of roughly 1.54 million square kilometers is home to almost 45 million people now.

In today’s era of economic cooperation and globalisation, and trade liberalization BIMP-EAGA is observed by
many if it’s consistent with economic policies and specific agreements between members of ASEAN in the
implementation of its Free Trade Area (AFTA). Since the functionality of this growth area fall squarely within the
frameworks of APEC and the much larger WTO; there are some issues in governance and in trade that surround it.

Since BIMP-EAGA is not a multi-government program per se, but rather a joint public-private sector mechanisms in
four countries for bringing investment and opportunities to the business community, through initiatives of four
member governments; again the issues in governance are important to look at.

Good governance offers hope of increased trade, tourism, and investments in the region via facilitation of free
movement of people, goods, and services; the sharing of common infrastructure and natural resources; and the
pursuance of economic complementation; in the BIMP-EAGA.

BIMP-EAGA

BIMP-EAGA is an association of nations in the ASEAN region composed of Brunei Darussalam, Indonesia,
Malaysia and the Philippines. It was organized when the Heads of Government of Brunei Darussalam, Indonesia ,
Malaysia and the Philippines together with the senior Officials met in Davao City, Philippines on March 24 - 26,
1996. Based on the agreements in the Inaugural Meeting, BIMP-EAGA shall be composed of the following areas :
the entire sultanate of Brunei Darussalam, the Eastern Provinces of Indonesia which are North Sulawesi, East
Kalimantan and West Kalimantan, East Malaysia covering Sabah, Sarawak and and Labuan and Southern
Philippines, particularly Mindanao. Duirng subsequent meeting, BIMP-EAGA was expanded to include Palawan,
Philippines and seven additional Indonesian provinces: Central, South and Southeast Sulawesi, Central and south
Kalimantan, maluku and Irian Jaya.

Among these participating regions, the largest land area is that of Indonesia with 1.25 million square kilometers
followed by Malaysia, Philippines and Brunei Darussalam. In terms of population, the largest is that of Indonesia
with about 25.8 million followed by the Philippines, Malaysia and Brunei Darussalam. Overall, it has almost 45
million people now and it is an expanding polygon of opportunities.



Although ASEAN has been at the center of the most dynamic economic region of the world, with many of these
countries achieving high rates of growth, high savings and investment rates, and dramatic reductions in poverty over
recent decades (Hicklin, John ; Robinson, David ; Singh, Anoop, eds. (1997) BIMP-EAGA itself is a lesser fortunate
sub-region.

In the Seventh ASEAN Summit held in Bandar Seri Begawan last November 2001, ASEAN leaders however
reaffirmed the importance BIMP-EAGA growth 1o ASEAN development and have called for a high level meeting to
discuss ways of improving the sub-regional invesiment climate. Most importantly, it was during this summit that the
Asian Development Bank yas named as Regional Cooperation Adviser to BIMP-EAGA.

Restoring the momentum gained in BIMP-EAGA is not an easy task. While for most part, BIMP-EAGA was private
sector initiated; its continuing existence and success are very dependent on government leadership and action in
view of the weaker capabilities of the private sector as a consequence of the recent Asian financial and political
crises.

BIMP-EAGA has to continue to be market-driven and to attract private sector investments. Experience, however,
has shown that consistent and more focused government intervention particularly during the early stages of
development is required. For example, the EAGA region continues to be faced with the lack of adequate
infrastructure and only government is in a position to effectively address this constraint. The four governments need
to institutionalize BIMP-EAGA, insists Dominguez of the Phillippines, through explicit inclusion of the priorities of
the area in the respective long-term development plans of the participating countries.

Building on the existing capacities of the local private sector should be a focus of the new BIMP-EAGA strategy
and this generally means strengthening the development of the small and medium enterprises or the SMEs. Although
foreign direct investments will continue to be an aspiration, there is greater realization that in today’s current
investment environment, high levels of FDIs cannot be relied upon to stimulate investments in the subregion. Given
the current stages of private sector development in the subregion and the low level of commercial interaction in the
subregion, Government programs to de-elop entrepreneurial capacities within the subregion is essential.

BIMP-EAGA’s institutional structure and mechanisms will have to be adjusted to make it more project-oriented and
results-driven. EAGA has a decentralized structure where no central secretariat has been created and where most of
the cooperation activities are identified and discussed within the sectoral working groups. Increasingly, however, we
are seeing the need for a central project facilitation and monitoring unit that would oversee the initiation and
implementation of bilateral and multilateral projects and agreements.

BIMP-EAGA’s Goals

The over-all goal of BIMP-EAGA is basically 10 increase trade, investments and tourism in the area. This goal is
achieved through these objectives which are facilitating free movement of people, goods and services, sharing
common infrastructure and natural resources and promoting economic complementation. All efforts in BIMP-EAGA
have been guided by these objectives.

Implementing Mechanism

The BIMP-EAGA is administered by the four member governments through respective Senior Officials and
Ministers. The designation of a Ministry or agency in the individual countries shall serve as the focal point for the
exchange of information and coordination of programs related to BIMP-EAGA.

The private sector will play the crucial role in accelerating the successful implementation of BIMP-EAGA programs
and projects. In this regard, BIMP-East ASEAN Business Council was established. It would serve as a link among
business entities and other economic organizations involved in the area make representation to governments on their
behalf.



This growth area has a decentralized organizational structure. Unlike ASEAN, BIMP-EAGA does not have a
national secretariat but instead, retain each country’s national secretariat. Networking among these national
secretariats will ensure effective communication channels.

One unique feature of BIMP-EAGA is in the manner it recognize projects. There is no requirement for its venture to
involve all four countries. Any two or three participants could always initiate cooperative arrangements which will
be recognized as part of the BIMP-EAGA cooperation. And many of its successful projects are on bilateral or
trilateral bases.

Areas of Cooperation

Thirteen areas of cooperation have been identified and a lead country is assigned to each area or as commonly
known, working group. Designation for leadership is based on the countries’ competitive edge in the area or sector.
However, the lead country is not given some extra privileges in decision-making. All decisions in the BIMP-EAGA
are based on consensus all the time These working groups will identify in detail projects and programs for
cooperation in these areas.

The BIMP-EAGA is market driven and puts emphasis on private sector dynamism. By working through the
identified areas of cooperation, this growth area is able to provide a conducive atmosphere for private sector growth.

There are thirteen areas of cooperation as follows with the lead country for each area as shown in Table 1:

Table 1
Areas of Cooperation T.ead Country
Tourism Malaysia
Energy Malaysia
Human Resource Development Malaysia
Capital Formation / Financial Service Malaysia
Sea Linkages Indonesia
iPeople Mobility Indonesia
Forestry Indonesia
/Air Linkages Brunei Darussalam
IEnvironment [Brunei Darussalam
[Telecommunications : IBrunei Darussalam
Fisheries Philippines
Construction / Construction Materials [Philippines
\Agro Industry [Philippines

Since 1994, the working groups have conducted several meetings which is normally twice a year and have had
several successes in the areas.



BIMP-EAGA’s Achievements

Until the crisis hit in mid-1997, air links in EAGA expanded to 11, from only five before the EAGA initiative. The
Davao - Kota Kinabalu route in particular registered an incoming and outgoing passenger load increase of 35.95 and
51.71 percent respectively, while the Davao - Manado link grew 19.22 and 24 percent, incoming and outgoing
passenger load respectively. Two more routes connecting Brunei and Palawan, and Kota Kinabalu and Manado have
been proposed and are currently being studied by relevant airline companies for their feasibility. An MOU between
RBA and a new airline, Mindanao Express (Corporate Air), to realise the Palawan-Brunei link is already in effect,
agreed upon during the Stafe Visit of HE President Estrada of the Philippines to Brunei. EAGA has also seen the
birth of another airline in Sarawak-based SAEAGA Air, but was unfortunately driven to closure by the Asian
financial crisis.

Leading to the first quarter of 1997, Royal Brunei Airlines, the national carrier of the sultanate, has likewise
registered an average of 23.5 percent growth in outgoing cargo bound for EAGA destinations.

EAGA's sea transport industry also has marked developments. The latest addition to EAGA vessels plying the fast-
growing Zamboanga - Sandakan sea link s a Malaysian-registered fast ferry. A small economic boom between these
two cities has grown notable, where with increased shipping had generated more opportunities. The volume of
Mindanao-bound cargo along this route has shown an average quarterly growth rate of more than 160%.

Links between Indonesia and the Philippines have led to the increased movement of people between Indonesia and
the Philippines. The Mindanao Economic Development Council (MEDCo), Philippine Secretariat for EAGA,
reports a 23.68 and 57.80 percent increase in M/V Tilongkabila's incoming and outgoing passengers for the first
quarter of 1998. Moreover, another Indonesian vessel, M/V Ellyana has begun to sail this route. Already, it has
serviced 1,301 passengers in the first quarter of 1998, and posted an average 56.18 percent Philippine-bound
occupancy rate.

There is likewise a link from Cotabato to Labuan, which serves as a transit peint for Philippine goods bound for
Brunei. Traditional craft also continue to sail the Zamboanga - Labuan and Zamboanga - Manado routes.

Uniform port dues of USS 0.04/GRT and dockage fees of $ 0.02/GRT/day for Bruneian, Indonesian, and Philippine
EAGA-plying vessels are already being levied in selected ports around these countries.

In addition, the BIMP-EAGA Shipping Association was formed during the 7th Sea Links Working Groups Meeting
in Davao in July 1999. It was incorporated to identify opportunities for the shipping sector, as well as advocate
necessary policy amendments for the development of the industry in EAGA.

In construction and infrastructure, the Construction Working Group has endorsed the Pan-EAGA Multi-Modal
transport Network System, an ambitious plan to integrate key cities of the growth area. This project calls for the
construction and/or upgrade of roads, the erection of border-crossing stations, and the continued improvement of
shipping services in the component areas of EAGA.

Malaysia's Ekran Berhad has built and opened in March 1998 a US$ 300m resort in Samal Island in Davao. It is by
far the largest cross-border investment of one EAGA constituent to a neighbouring area, and forms part of the Samal
Island Tourism Estates Program of the Philippine Department of Tourism. The Samal Island Casino Resort is
accessible by a 45-minute boat ride from Sta. Ana wharf in Davao City. Brunei has also reportedly made substantial
investments in the tourism sector in Mindanao, bringing total EAGA investments in the area to over $ 500m.

The Philippine tourism industry seems to have most benefited from the EAGA initiative in terms of tourist arrivals.
Largely because of the increase in investments in this sector, tourist arrivals in Central and Southern Mindanaoc have
continued experiencing & general increase, totalling slightly less than a million arrivals in the period covering 1996
to Q2 1997.

On the other hand, ecotourism has large potentials in the Borneo Island area of EAGA, particularly Brunei and
Sarawak, Malaysia. The RM 12m (US$ 3.16m), 10,736-hectare Loagan Bunut National Park in Sarawak is the first
in the State, and is expected to be competed in 2001. Its features will include a 5 8 km access road, 40-person hostel,
chalets, function rooms, water pumps, treatment plants, among others.

GSM communications has become a standard facility in more than 70 cities and towns around EAGA, bringing
businessmen closer than ever before, and making cross-border business transactions the next practical step in
commercial expansion.
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In financial services, it may be only a matter of time before EAGA can boast of a Growth Fund to jumpstart
important projects requiring large amounts of capital. Malaysia's Suria Capital Holdings, Land Bank of the
Philippines, and Development Bank of the Philippines have signed an MOU to establish what the EAGA Growth
Fund I, a US$ 150m, closed-end, 20-year equity fund that will participate in viable projects to catalyse development
in the region.

In taking these progressive measures, the environment was certainly not left out. Joint efforts of Malaysia and the
Philippines have led to the acclamation of the Turtle Islands Preservation Program - an endeavour that has gamered
the Paul Getty Award for gnvironmental protection and wildlife preservation.

BIMP-EAGA’s Resources

1. INFRASTRUCTURAL RESOURCES:

In EAGA transportation links were built to allow the extraction of primary commodities, often for processing in the
"heartland” areas of the EAGA nations. Whilst recent transportation initiatives have improved intra-EAGA linkages,
significant deficiencies remain and are largely responsible for the high transaction costs associated with intra-EAGA
trade.

LAND TRANSPORTATION:

Brunei

There is an extensive all weather arterial highway network throughout the State. However,
L. the two parts of Brunei are not linked by road and

i. external road links to Malaysia EAGA remain embryonic and problematic to use.

Indonesia EAGA

Qutside of the main towns, the road network is inadequate. Both East and West Kalimantan are served by a main
arterial road network which links their respective population centers. However, these roads neither

1. penetrate the vast hinterland of Kalimantan nor

ii. connect the two provinces.

The only cross border link at present is between West Kalimantan and Sarawak via the road linking Kuching to
Pontianak. In capacity shortfall on the stretch between Manado and Bitung. Overland links to Central Sulawesi
(Palu) and onto South Sulawesi (Ujung Pandang) are generally inadequate.

Malaysia EAGA

The East Malaysian states are characterized by a high standard main road spine linking the main population
centers along the north-western coastal plain, which forms the basis of the Pan Borneo Highway. Transportation
links south-east to the hinterland areas, however, are not well developed. Direct links between Sabah and Sarawak
have been proposed as part of the Pan Borneo Highway. However construction of the Highway has been delayed
due to discussions concerning cross-border links into Brunei. An alternative but more costly highway alignment
circumventing Brunei and directly linking the two East Malaysian states is being considered. Other than the
Kuching-Pontianak link with the border crossing at Entikong-Tebedu, at present defined links from Sabah and
Sarawak to the Indonesia-EAGA provinces of Kalimantan do not exist.



Philippines EAGA

In Mindanao a history of resource exploitation and extraction has resulted in a radial road network. There are few
roads directly linking the main population and production centers located along the coast. Current development
plans (e.g. "Mindanao 2000") aim to rectify this situation by strengthening the main road network linking the
principal centers within the defined growth corridors (e.g. Cagayan de Oro/Iligan and Davao/Zamboanga). A
number of these proposals have bi/multi lateral funding support and a fully integrated network throughout Mindanao
is planned for the year 2000. The road network in Palawan is similarly inadequate, though unlike Mindanao, projects
to rectify the problem are neither as well advanced nor associated with committed funding.

o
AIR TRANSPORTATION:

Brunei

Bandar Seri Begawan has a high standard international airport with considerable spare passenger and freight
handling capacity, and a runway capable of accommodating the largest long haul aircraft. Further expansion of the
airport and its facilities are proposed as part of the strategy for developing Brunei as the Service Hub for Trade and
Tourism (SHUTT) for the region. Five in:ernational airlines link Brunei to numerous destinations throughout Asia,
as well to Europe, the Middle East and Australia. Royal Brunei Airways (RBA) currently flies to some 30
international destinations and plans to expand the scope of iis service, especially throughout the ASEAN and EAGA
regions.

Indonesia EAGA

The Indonesian-EAGA provincial capitals of Balikpapan, Pontianak and Manado are designated international
airports. International flights are also handled at Tarakan. The runway capacity at both Balikpapan and Manado is
currently adequate to accommodate Airbus and DC 10 respectively, however the runway capacity at Pontianak
needs to be extended to accommodate long haul international flights. Passenger and freights handing facilities at the
main airports are at present generally adequate. The international flight service from the I-EAGA airports is limited
in terms of destination (Balikpapan-Brunei, Manado-Davao, Pontianak-Kuching and Tarakan-Tawau) and in terms
of frequency (2-3 times a week). the intra-EAGA air service linkage is also infrequent and mostly routed through
Jakarta with corresponding time and cost implications.

Malaysia EAGA

In terms of passenger and freight traffic movements the international airports at Kuching and Kota Kinabalu are the
busiest and fastest growing in the region at present. The future growth of both airports, however, is currently
constrained by their limited runway capacity which restricts the landing of the larger long haul B-747s, an essential
requirement for major regional air service hubs. Proposals to expand the runway capacity of both airports, as well as
their passenger and freight handling facilities have been incorporated in the Seventh Malaysia Plan.

Both Kuching and Kota Kinabalu airports have regular service connections to other major Asian destinations,
including EAGA destinations in Brunei and Pontianak. Both airports also have regular connections with Labuan and
other smaller domestic airports including Miri, Tawau and Labuan, all of which handle international flights despite
their domestic airport status. the GoM plans to expand Labuan Airport in order to support the developmetn of the
proposed [OFC.

Philippines EAGA

Davao and Zamboanga are Mindanao's international airports. Both are scheduled for expansion in order to
accommodate long haul aircraft. Davao has limited direct international flight connections to Kuala Lumpur, Kota
Kinabalu and Manado. Zamboanga also has a direct service connections to Sabah. Both airports have good indirect
international service connections to major Asian destinations through either Manila or Cebu.

Internal connections within Mindanao are fairly well developed although not direct in all cases. Ceneral Santos City
is proposed within the MDFP as a major international transshipment center for Mindanao, and the City's new airport
is currently under construction. Other major airports in Mindanao include Cagayan de Oro and Cotobato which are
designated trunkline airports but with limited runway, passenger and freight handling capacity. The airport at Puerto
Princesa in Palawan has direct international connections to Kota Kinabalu and Brunei. Runway capacity and
passenger facilities are, however, presently inadequate.



SEA TRANSPORTATION:

Brunei

Muara is the principal port in Brunei with direct links with Singapore, Port Kelang and Tanjung Priok as well as
many other ASEAN ports. The port is well organized and has extensive cargo handling facilities, including bulk
facilities for bitumen and cement. Cargo and especially container throuf’hou{ has mcreased considerably in recent
years, Muara is also a "stop-over” for passenger vessels.

Indonesia EAGA -

All Indonesian ports handle a large and growing passenger movement. Cargo and container traffic through most
ports is also growing rapidly. A regular cargo/container service is currently in operation between

i. Balikpapan adn Surabaya,

ii. Manado and Davao/General Santos and

iii. between all three I-EAGA ports and Tanjung Priok.

In East Kalimantan the main general purpose port in the Province is Balikpapan, although Samarinda, Nunakan,
Tarakan and the privately owned Bontong port are also important provincial ports. All ports handle general cargo,
containers and passenger traffic.

Malaysia EAGA

The ports of Malaysia EAGA are well organized and equipped in terms of handling facilities. Many are being or
have recently been expanded. In Sabah the main ports are at Kota Kinabalu, Sandakan and Tawau. These ports carry
the bulk of cargo traffic and are the fastest growing ports in the State. Kota Kinabalu handles the largest volume of
container traffic but is reaching full capacity. Hence plans to expand the container handling operations to the
adjacent Sepangar Bay port area.

Kota Kinabalu carries the bulk of sea borne passenger movement and is the main sea tourist arrival gateway to
Sabah. An intra-EAGA passenger ferry service linking Sandakan to Zamboanga has recently been commissioned.
Labuan is linked by passenger ferry to Kota Kinabalu, Menumbok and Brunei. Shsipping through Labuan is mostly
cargo consolidation and transshipment, especially of cargo for Brunei which can not be shipped directly because of
draft limitations in Muara.

Sarawak has four principal ports at Kuching, Miri, Rajang (Sibu) and Bintulu. With the exception of Miri, which is
beset with navigational constraints, all these ports and all related freight movements have increased considerably in
recent years. Although designed as an oil and gas terminal and transshipment center, the Federal port of Bintulu
currently handles about half of all cargo imports and exports. The most significant growth in freight volume
however has been in container traffic and Kuching currently handles almost 60 per cent of all State container traffic.
Ther are Government of Malaysia (GoM) plans to further increase the container handling capacity of Kuching, and
to develop a new port with significant potential for expansion adjacent to Miri at Kuala Baram.

Philippines EAGA

At present ports and shipping services are adequate to meet both domestic and international cargo, container and
passenger movements. However the current rate of economic growth, and the MDFP proposals to link the principal
ports of Mindanao into an integrated transportation network, suggests that there will be a need to expand port
facilities and shipping services in the near future, especially bulk handling, cold storage and passenger and container
terminals in the major "hub" ports of the sub-region, such as Davao, General Santos, Cagavan de Oro, Zamboanga
and Puerto Princesa.




































