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The Dry Port and the Thirty-Billion-Dollar Target

Malaysia, Thailand, and what a border hub can and cannot move

The short version

e Two trade-dependent economies are trying to turn a border bottleneck into a corridor.
Malaysia and Thailand have renewed a pledge to lift their trade with each other to roughly US$30
billion by 2027, and they have given it a physical anchor: a new inland container hub — the Perlis
Inland Port, a “dry port” just inside Malaysia on the Thai border. This is not a vanity project. Trade
is worth about 137 percent of GDP in each country, so the cost of getting a container across the bor-
der is not a small operational detail. It is one of the prices that decides how fast the whole economy
can grow.

o The headline figures are a goal and a blueprint, not a result. The US$30 billion is a target the
two governments have set, not money already earned. The capacity — “600,000 containers a year,
rising to 2 million” — is a design that engineers and the port’s backers have drawn up, not cargo
the hub is actually moving. Whether the port makes the border economy more capable, or simply
lets the same goods cross faster and cheaper, is the real question — and it is one no one can answer
yet, because the hub is barely built.

e The honest distinction is between moving more and making more. Cutting the cost of moving
goods is worth real money. It is not the same thing as gaining the ability to make more valuable
goods. Indonesia offers a useful yardstick: it spent a decade forcing its raw nickel to be processed
at home, and a careful study of that push found a genuine, if modest, rise in how sophisticated its
exports became — and, to the surprise of the researchers, its battery-cell exports jumped from
almost nothing to over a billion dollars in four years. Capability can follow. But it followed because
the policy compelled processing onshore. A faster border compels nothing of the kind.

e The two partners are alike in how much they trade and unalike in almost everything the
corridor is meant to change. Malaysia grew 5.1 percent in 2024; Thailand grew 2.5 percent.
High-technology goods are 58.6 percent of Malaysia’s manufactured exports and 28.3 percent of
Thailand’s. So the corridor lands on two different problems. Thailand’s is sluggish growth and de-
mand. Malaysia’s is whether an already-advanced electronics economy climbs higher; or just ships
more boxes.

* The danger is not that the port fails to open — it is that it opens, runs, and still disappoints.
A 2-million-container ceiling is a large bet for a small border state. If the traffic never fills it, it is
an expensive monument. If the traffic that does arrive is pulled away from Singapore, Port Klang,
or Vietnam rather than genuinely new, the region gains far less than Perlis does. The package is
a sensible, well-staged bet. This brief treats it as a bet — names what would make it pay off, and
keeps a clear line between what is settled and what is still only hoped for.
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Two economies that live on trade
Malaysia and Thailand sit within 0.7 pp of each other on openness — and a world apart on growth
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[ Where trade outweighs output, the cost of crossing a border becomes a question of growth, not logistics. J

Figure 1. GDP growth against trade openness, four Southeast Asian economies, 2024. Trade openness is the
sum of exports and imports as a percentage of GDP; marker size increases with the high-technology share of
manufactured exports. Singapore is omitted, the dataset lacking its trade-openness value (see Figure 2).
Source: World Bank, World Development Indicators (2024).

1. More than a ribbon-cutting

Perlis is the smallest state in Malaysia — a quiet strip of paddy and rubber pressed against the Thai
border, and an unlikely place to read the future of regional trade. Yet in late May 2026 it became the
centrepiece of a renewed Malaysian-Thai push to lift their trade toward US$30 billion by 2027, when
officials reaffirmed the goal and tied it to a new inland container hub: the Perlis Inland Port, where
containers are cleared, sorted, and loaded onto rail well before they ever reach the sea.

A dry port is an ordinary piece of infrastructure with an unglamorous job. It takes the customs pa-
perwork and the container-handling that would otherwise clog a crowded border crossing or seaport
and moves them inland, where land is cheaper and trucks and trains have room to work. The Perlis
hub is meant to open with room for about 600,000 containers a year and to grow to 2 million, tak-
ing over from an older, much smaller terminal at Padang Besar. It links to upgraded double-track rail
running to the Thai border on one side and Malaysia's west-coast ports on the other, and it anchors a
long-standing plan to develop Malaysia’s north.

It would be easy to file all this under regional boosterism — another memorandum, another ceremony,
another target that quietly slips. That would miss what makes it worth a closer look, and the tell is in
the two economies themselves. The World Bank’s 2024 figures put trade at 137.4 percent of GDP in
Malaysia and 136.7 percent in Thailand — within a single percentage point of each other, and among
the highest figures anywhere in the world. When a country trades more than its entire domestic econ-
omy is worth, the cost and reliability of moving goods across its borders stops being a logistics question
and becomes a growth question. That is why the dry port deserves to be taken seriously — and also
why it pays to be careful about what it can and cannot deliver.

One practical caveat shapes everything that follows. The solid evidence here comes from one place:
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the World Bank’s latest data on the economies involved. The ideas come from research on comparable
cases elsewhere. And where there is simply no measurement of the port itself yet — because it is
barely built — this brief says so plainly rather than inventing one. What follows reads the project the
way it deserves to be read, and then holds each claim up against the ground.

2. When the border is a tax on the whole economy

For a country that buys and sells abroad more than it produces at home, the border is not a line on
a map. It is a tollbooth on the entire economy. Every delay, every extra fee, every unreliable cross-
ing raises the cost of the imported parts that local factories run on, and raises the delivered price —
and lowers the dependability — of everything they sell. The economist Anthony Thirlwall made the
durable version of this point decades ago: in the long run, a trade-dependent country can grow only
about as fast as its export earnings allow it to pay for its imports. Push imports up faster than exports
can cover them, and sooner or later the country has to slow down.

Lowering that toll is one of the few levers that can lift the speed limit on growth instead of borrowing
growth from the future. That is the real prize the corridor is reaching for, and it is a genuine one. But
the prize comes with a condition that is easy to miss. The toll falls only to the extent the hub carries
goods that Malaysian and Thai workers and firms actually add value to — not cargo that merely passes
through on its way somewhere else. A container that clears at Perlis and rolls straight on to a third
country brightens the traffic numbers without adding much to either country’s earnings. Moving trade
and earning from trade are not the same thing, and the gap between them runs through every section
that follows.

The two partners need different things from the prize. Thailand grew just 2.5 percent in 2024, half
Malaysia’s pace; its trouble is weak demand and lost momentum, and a corridor that genuinely cuts
export costs matters more to a slow economy than to a fast one. Malaysia keeps a thinner cushion
of foreign reserves — about 4.5 months of imports against Thailand’s 7.5 — so for Kuala Lumpur the
reliability of its trade earnings, not just their size, is worth something real. Both countries run trade
surpluses, so neither is in trouble; but both lean on trade heavily enough that a lasting cut in border
friction would show up where it counts. Whether it does is the first thing worth watching — and the
first thing no one can measure yet.
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The ladder of sophistication

Moving more boxes is not the same as making more complex things
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[ Malaysia already sits near the frontier — so the test is deeper capability, not merely more throughput. J

Figure 2. High-technology goods as a share of manufactured exports, five Southeast Asian economies, 2024
(Vietnam, 2023). Malaysia and Thailand are highlighted. Source: World Bank, World Development Indicators.

3. A busy road is not always an important one

A new route can carry a great deal of traffic without ever becoming important — and the difference
matters here more than the raw container counts suggest. A road becomes important only when other
routes start to depend on it. So the sharper question is not whether trade through the corridor grows,
but whether the corridor changes its own standing in the wider web of routes linking Southeast Asia,
China, and the Mekong.

There are two prizes on offer, and they are worth keeping apart. The first is a backup. Most of Malaysia
and Thailand’s trade with the world goes by sea, much of it through the crowded Strait of Malacca and
the giant ports at Singapore and Klang. A real overland route is insurance — a second way through
when a strait jams, a port overflows, or a shipping shock ripples across the region. Insurance has
value even when it sits unused, the way a spare tire does. The second prize is harder: if the corridor
becomes the route others prefer — for goods moving between southern China and the peninsula, or
between the Mekong economies and the western ports — then Malaysia and Thailand gain real weight
in how regional trade is organised, not just more boxes to count.

History counsels patience about that second prize. When researchers mapped the various efforts to
route money around the dollar by building new payment systems, they found the plumbing changes
far faster than the deep structure: even as the new channels grew, the dollar’s central place in the
network barely moved, slipping less than 2 percent over five years. The lesson carries over. A new
road can change how traffic flows almost overnight, because a shipper reroutes the moment the new
path is cheaper. Changing which roads the region cannot do without is a slow, structural shift — one
that has to be observed over years, not assumed from an opening ceremony.

There is a sharper edge to all this, and it is the one the neighbours will be watching. Trade the corridor
genuinely creates — commerce that would not otherwise happen — is a gain for everyone. Trade the
corridor merely captures — flows pulled off Singapore’s quays, Klang’s cranes, or Vietnam'’s factories
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and onto the overland route — is a transfer, and within the region it nets out close to zero. Vietnam,
the area’s fastest-growing manufacturer at 7.1 percent and its most trade-open economy, is chasing
exactly the assembly-and-export business the corridor wants. Singapore, sitting on a trade surplus
worth 18 percent of its GDP, is the established hub the overland route partly bypasses. Whether the
corridor’s traffic is mostly new or mostly borrowed decides whether this is a regional win or a regional
reshuffle — and that, too, is something only time and data will settle.

4. Moving more, or making more?

This is the most ambitious hope attached to the project, and the one that needs the most discipline.
Stripped of the grander language, the question is plain: does the hub make the border economy more
capable — better able to produce more, and more complex, things — or does it just move the same
goods around at lower cost? Both are real outcomes. They are not the same outcome, and mistaking
one for the other is the most common way infrastructure optimism goes wrong.

Economists have a way to tell them apart. The idea, developed by Ricardo Hausmann and Ricardo
Hidalgo, is to look not at how much a country exports but at how sophisticated and hard-to-copy its
exports are — whether it makes things few others can. Capturing the money from moving goods is
one thing; climbing the ladder to making harder goods is another, and much steeper. Indonesia shows
what that climb can look like. Its decade-long drive to force nickel processing onshore produced a
real, if modest, step up that ladder — and, in a result that surprised the researchers who measured it,
its lithium-ion battery-cell exports went from near nothing to well over a billion dollars in four years.
Capability can follow.

But read the example carefully, because it cuts against easy hope. Indonesia’s gain came from an in-
dustrial policy — an export ban that told refiners to build processing inside the country or lose access
to the ore. A logistics upgrade is a different tool. It lowers the cost of moving things; it does not, on
its own, oblige anyone to add value on the Malaysian or Thai side of the line. The leap up the ladder
is conditional: it happens only if the cheaper transport is matched by patient investment that turns
a place goods pass through into a place goods are made. Lower freight costs are an invitation to that
investment, not a substitute for it.

The two partners start that climb from different rungs. Malaysia’s manufactured exports are already
58.6 percent high-technology goods — it sits beside Singapore near the top, anchored by the electron-
ics cluster around Penang that the corridor’s western rail link feeds directly. For Malaysia the question
is whether the hub deepens a cluster that is already advanced. Thailand, at 28.3 percent, has more
room to climb but less momentum behind it. Neither result is settled by a container ceiling. What a
hub reliably delivers is traffic; whether traffic becomes capability is the thing to watch, and the honest
answer today is that it is an open question, not a promise.
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Fast steel, slow gains

The capacity can be built in a few years; the gains that matter are slower — and unmeasured
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[ The steel comes in a few years; the gains that matter come later — and are not yet measured. ]

Figure 3. Container-handling capacity of the Perlis Inland Port (project and vendor specifications, thousand
TEU per year) alongside the principal economic outcomes that remain unestimated. Sources: project and
company documents (capacity); Author’s elaboration (outcomes).

5. The rules matter as much as the cranes

Adry portisonly as good as the system around it, so it is worth looking past the steel to the rules and the
people. Two facilities with identical cranes can deliver very different economics depending on whether
customs is a single digital window or a stack of paper across three agencies, whether standards line
up across the border or duplicate each other, and whether the gains stay local or flow out to operators
headquartered elsewhere.

This is, encouragingly, the part the two governments have made explicit. They have set up a joint task
force precisely to smooth the border process — the soft machinery of customs, simpler procedures,
and coordination that regional connectivity plans treat as the necessary partner to physical works.
The economists Antonio Andreoni and Ha-Joon Chang would frame the test as one of managing the
windfall: infrastructure throws off easy money, and whether that money funds local skills and firms
or simply leaks away depends on the institutions that govern it. Hard steel without soft rules tends
to under-deliver; the two have to arrive together. The task force is the right tool. Whether it actually
delivers — a working single customs window, adopted evenly on both sides, with the windfall kept
from quiet capture — is where this part of the story will be won or lost, and none of it is visible yet.

Underneath all of this sits the question of who actually benefits, and it deserves to be named rather
than waved away. A logistics hub creates jobs in warehousing, container handling, customs work, and
trucking, and it can pull workers out of informal hustle into steadier employment. But the gains can
land in very different hands — with the global logistics firms that run the equipment, with local small
businesses that grow up around the depot, or only thinly with transit workers while the value is cap-
tured somewhere else. Which of these wins out in Perlis, in neighbouring Kedah, and in the southern
Thai provinces is a question the local employment numbers will eventually answer, and no one has
those numbers yet. The most an honest reading can say today is that the channels for local gain are
real, and their size is unknown.

6. Weighing the bet
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Put the pieces together and a single picture emerges, with an upside and a downside that both deserve
to be said plainly.

The upside is coherent and not fanciful. Two heavily trade-dependent economies lower a border fric-
tion that taxes their growth; the cheaper, steadier route eases the pressure on their trade accounts; it
adds a dependable overland backup to crowded sea lanes; and — if the cheaper transport is matched
by investment that builds real capability — it deepens the manufacturing clusters on each side rather
than merely speeding goods through. In that version the US$30 billion target matters less than the
structural shift it stands for, and the dry port earns its place.

The downside is just as coherent, and it is not the obvious one. The risk is not that the hub fails to open.
The risk is that it opens, runs smoothly, and still disappoints. A 2-million-container ceiling is a large
wager for a small border state; if the traffic never materialises, it is an expensive monument dressed
as a gateway. If the traffic that does arrive is borrowed from Singapore, Klang, or Vietnam rather than
genuinely created, the regional gain shrinks to a fraction of the local one. If cheaper transport arrives
without the industrial push that turns transit into production, the corridor moves more boxes without
making the economy any more sophisticated. And a strategy built around a single corridor concen-
trates risk in exactly the way a spread of sea routes does not.

The most defensible reading is neither cheerleading nor dismissal. The Malaysia-Thailand package is
a sensible, well-staged bet on turning a border bottleneck into a corridor, made by two governments
that have correctly seen that for economies this open, the cost of moving goods is a growth variable,
not a footnote. Whether the bet pays off in lasting capability and standing, or only in throughput, is
precisely the thing no one can measure yet — because the hub is not running at scale. So this brief
states the intent as intent, grounds what it can in hard data, and stays honest about the size of what
remains unknown. The promotional version of this story — the one that reads a 2-million-container
ceiling and a 2027 target as accomplishments already banked — is left out on purpose.

Weighing the bet

Upside against downside — with the scale held level
.*.

level — the bet cannot be called yet

A Easesthe growth constraint for two WV The 2-million-container ceiling
trade-reliant economies sits half-empty

A Addsadependable overland backup WV Trafficis borrowed from Singapore,
to crowded sea lanes Klang, or Vietham — not new

A Deepens local manufacturing — if W More boxes cross, but the economy
investment follows the cheaper freight is no more sophisticated

The honest read: a sensible, well-staged bet — but whether it pays in lasting
capability or only in throughput cannot be measured yet.

Figure 4. Qualitative assessment of the Malaysia-Thailand corridor, weighing potential gains against potential
shortfalls; the balance is illustrative and no item denotes a measured outcome. Source: Author’s elaboration
(Section 6).

Page 7



Malaysia—Thailand Logistics Corridor - Perlis Inland Port - Policy Brief

7. What this means for you

The story carries a different lesson depending on which chair you read it from.

If you work on regional connectivity or development finance, treat the soft machinery as the real
constraint, not the steel. The cranes will arrive; the open question is whether the joint task force deliv-
ers a single customs window, even adoption on both sides, and investment tied to building local capa-
bility. A corridor can create activity or merely move it from one place to another, and what makes the
difference is institutions, not concrete. The most valuable thing to fund and track is the rule-making —
and the most valuable thing to insist on is a clear-eyed reckoning of how much of the traffic is genuinely
new before the next round of capacity is committed.

If you analyse trade or markets, stop reading the US$30 billion as a forecast and start reading the
corridor as a change in routing whose deeper payoff is uncertain. The near-term effect is on flows —
shippers reroute the moment the overland path is cheaper — and the things to watch are concrete: the
actual traffic against the 600,000-container opening figure, the dates the rail upgrades finish, and any
sign that volume is coming off Singapore and Klang rather than out of new trade. The bigger repricing
— whether Malaysia and Thailand gain lasting weight in the region’s trade network — is slower, and
should not be read into a capacity announcement.

If you are a general reader trying to make sense of the headlines, here is the plain version. Two
countries that depend on trade more than almost anywhere on earth are building a faster back door
for goods to cross their shared border, and they have put a big round number on the trade they hope it
brings. That is a sensible thing to do. But a faster road for boxes is not the same as the ability to make
more valuable things — and the second is what actually makes a country richer over time. What is
genuinely happening is quieter than the headline: a well-judged bet on lowering a cost that, for these
two economies, really does set the speed limit on growth — with the harder, slower work of turning a
place goods pass through into a place that makes things still ahead of them, and still to be proven.

What this means for you

One takeaway for each kind of reader

For the ASEAN / For the trade / For the
development specialist markets analyst general reader

Fund the rules, A target, A faster road isn’t the
not just the steel. not a forecast. same as making more.

Watch whether the joint task Read the corridor as a routing Two trade-dependent economies are
force delivers a single customs change with an uncertain payoff. building a faster back door for
window and investment tied to The near-term effect is on flows: goods. Sensible — but the ability
local capability — and demand a watch actual traffic vs. the 600k to make more valuable things is
new-trade-vs-borrowed-trade opening figure, and whether what makes a country richer over
reckoning before phase-two volume comes off Singapore and time.

capacity. Klang.

Figure 5. Principal implications by audience: development specialists, market analysts, and general readers.
Source: Author’s elaboration (Section 7).

8. What to watch next
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¢ The actual traffic against the opening figure (2026-2027). The hub is designed to top out at 2
million containers a year and to open near 600,000. The first hard evidence is how much it actually
handles in its first full year. Traffic near the opening figure signals genuine demand; a wide gap
signals a bet that has not paid.

e The rail upgrades finishing on schedule. Capacity at the depot is worth little without the track
that feeds it. Slippage in the border and west-coast rail links is the earliest sign the corridor will
fall short of its blueprint.

e Whether a single customs window actually goes live — on both sides. The task force’s real
product is the soft machinery. One working, jointly run digital customs window is the difference
between a faster border and a duplicated one.

* New trade versus borrowed trade, read against Singapore, Klang, and Vietnam. If the corri-
dor’s volume is coming out of the neighbours’ ports and factories, the regional gain is small. The
neighbours’ traffic is the running check.

e Any sign of real businesses growing up around the depot. Warehousing and brokerage are
traffic jobs; a genuine manufacturing or higher-value cluster taking root in Perlis, Kedah, or the
southern Thai provinces is the signal that the corridor is building capability and not just moving
boxes. It is the slowest sign to arrive, and the one most worth waiting for.

What to watch

The concrete signs the project is delivering, not just opening

Actual traffic vs. Single customs window
the 600k opening live — both sides?

o (2] o 0o—
Rail upgrades New trade, or pulled
finished on time? from neighbours?
E The telling sign is slow: real businesses growing up around the port, not just trucks passing through. j

Figure 6. Observable indicators for monitoring delivery of the corridor, by indicative timing; none has yet been
measured. Source: Author’s elaboration (Section 8).
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