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(b) Information systems and corridor studies 

Modern information and decision-support systems can support the planning, development 
and maintenance of infrastructure facilities, to facilitate transit traffic, identify bottlenecks, 
and monitor adherence to agreements. Also, corridor studies are an effective means of 
identifying the impediments to transit traffic and can form the basis for developing action 
plans.   

(c) Commercialization and enterprise development 

In the case of the least developed countries and the economies in transition of Asia and 
the Pacific, one of the major constraints in implementation or operationalization has been 
insufficient capacity by institutions including the private sector. Enterprise development and 
promotion of related commercialization activities need to be supported in these countries. 

(d) Regional coordination and consistency 

An overall strategy for regional cooperation in infrastructure is needed, in order to ensure 
consistency between the many bilateral, plurilateral and subregional agreements and other 
initiatives. In particular, strategic frameworks and monitoring systems might be developed 
within which inter-country, subregional, regional and international projects and programmes 
can be efficiently implemented. Similarly, mechanisms for ensuring consistency with and 
between infrastructure-related networks at the various levels (national, subregional, regional 
and international) would be very useful. 

(e) Promotion of demonstration projects 

One of the most powerful means to convince relevant stakeholders that change is possible 
is to demonstrate by example. Consequently, promotion of, for example, demonstration runs 
of container block trains or joint border facilitation at specific sites is an effective means of 
developing integrated transport systems. The development and dissemination of examples, 
case studies and good practises, for example, those cited in Chapter IX of this document also 
make an important contribution to demonstrate the feasibility and direction of change. 

 
XIV. SELECTED INSTITUTIONAL PROPOSALS FOR CONSIDERATION 

Part two of this study provided a glimpse of the wealth of regional cooperation initiatives 
for transport infrastructure development in Asia and the Pacific (see Annex I for more details). 
There are many conceivable, potential “ways forward” for the region in terms of such 
cooperation. The purpose of this final chapter is to provide selective, rather ambitious 
“futuristic” proposals for future regional cooperation that could be promoted in Asia and the 
Pacific in the next 25 years. The focus is on institutional regional mechanisms rather than 
elements of a “work programme” (see previous Chapter). Only initiatives are included that 
could potentially be promoted by ESCAP. 133 

1. Strengthening existing financial institutions and the need for new specialized ones 

In order to meet the large and increasing infrastructure financing needs in all countries of 
the ESCAP region throughout for the next 25 years, current means of financing must be 
strengthened and new innovative ways explored. For example, the Asian Development Bank 
(ADB) and the World Bank (WB) must be strengthened. However, most likely, their lending 
                                                 

133 ESCAP (2005). Draft Theme Study for the Commission in 2006. 
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volumes will not be sufficient and mainly geared to lending to sovereign countries due to 
their mandate and institutional setup. 

Consequently, this study confirms earlier calls for the need of new financial instruments 
such as an Asian Investment Bank (AIB), following a similar rationale as in the case of the 
European Investment Bank (EIB) by focussing on lending to the private sector for 
infrastructure investments. It should also be note which continues to complement the work of 
other institutions such as the EBRD, OECD (Marshall Plan), European Structural and 
Cohesion Funds, TEN financing mechanism and national reconstruction banks that were 
created after WWII.  

In addition, there are three compelling reasons for the need of an AIB in addition to the 
already existing ADB:  

a) Need to bring the decision-making process on infrastructure financing back to the 
region: In fact, large elements of the process still remain outside the region which 
may lead to different priorities. For example, the strong voice members of ADB and 
WB members from outside the Asian region dates back to a time when these members 
provided the bulk of international infrastructure financing after WWII.   

b) Need for a more inclusive approach: None of the current financial institutions 
operating regionally in Asia and the Pacific have the same comprehensive 
membership as ESCAP. In fact, from the perspective of the Asian transport system it 
is imperative to include countries like the Russian Federation, the Islamic Republic of 
Iran and DPR Korea in any such arrangement. 

c) Need for leveraging more private financing, particularly from within the region: ADB 
and WB still mainly lend to sovereign countries, even though much of their work has 
increasingly moved to co-financing options with the private sector and technical 
assistance.  

It should be noted that the ADB was established under the auspices of ESCAP in 1966, in 
order to address the then pressing needs of lending for infrastructure to governments in the 
region. Its institutional setup also reflected the fact that most of this financing came from 
outside the region. Today’s much larger role of the private sector, the increased weight of 
Asian economies in the world economy, and the large saving rates in Asia are facts calling 
for a new bank lending to the private sector primarily for infrastructure projects, run by Asia 
for Asia, to fill in the remaining financing gaps.  

2. Trans-Asian Networks 

It is envisaged that AIB would provide financing in the transport, communication, energy, 
and water sectors for infrastructure projects of:  

d) Regional importance: This would involve the development of “Trans-Asian 
Networks” (TAN), similar to the existing frameworks of “Trans-European Networks” 
(TEN) together with the “Transport Infrastructure Needs Assessment” (TINA) 
mechanism in the European Union. With the regard to the land transport sector, TAN 
would be based on the Intergovernmental Agreement on the Asian Highway and the 
planned agreement on the Trans-Asian Railway. Essentially, TAN should include a 
joint financing mechanism for infrastructure of regional, international importance. For 
example, the possibility of 10 percent seed financing of regional projects could be 
explored, based on the rationale of positive cross-border externalities. 
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e) National importance: In particular, financing support seems critical for feeder route, 
rural and urban transport access programmes that are promoted by governments 
(such as PMGSY in India).  

It is suggested that the AIB promote an increase in overall infrastructure financing in all 
ESCAP member countries by a factor of four on average. In addition, the AIB would explore 
new approaches to lending, including, for example, the lending to supranational bodies, the 
provision of seed money, and the development of new financing instruments that are tailored 
to the region’s specific needs. 

Even though the following suggestions are worth exploring in their own right, they would 
ideally be carried out under the common umbrella of a future AIB or a relevant financing 
institution:  

3. Seed financing 

There is a need for a regional mechanism to providing money for feasibility studies to 
make potential infrastructure projects “ready” to attract domestic and international private 
sector investors. In fact, the insufficient size or complete lack of such seed money has been a 
major constraint to private sector participation in infrastructure development in the region. 
We, therefore, suggest the creation of an Asia-Pacific Fund for Financing and the Promotion 
of Private Investments in Infrastructure. The role of such a fund would be (a) to provide 
money to PPP units or relevant government departments for feasibility studies of 
infrastructure projects; (b) to serve as a clearing house for more effective pipelining/screening 
of projects; (c) to promote marketing of projects to investors 134 ; (c) provide technical 
assistance to PPP units and related departments on legal instruments and to certify standards. 
The proposed fund would ideally be an independent entity (under the AIB umbrella), in order 
to avoid the types of conflict of interest that are sometimes seen in the case of development 
banks which are eventually interested in providing a loan for the full project. In terms of 
institutional setup, it could follow a system of quotas and some kind of “special drawing 
rights” and an Executive Board as in the case of the IMF. Similarly, resource allocations 
could be adjusted based regulatory criteria that enable PPPs, thus creating positive incentives 
for member governments to reform their legal framework for PPPs, following the same idea 
as the regulatory incentives in the case of EMEAP’s regional bond fund ABF2. 

4. Public-private partnerships 

More generally, there is a need to strengthening public-private partnership (PPP) 
capacities. In particular, more technical assistance on legal and economic instruments is 
needed. In this regard, the creation of an Asia-Pacific Network of PPP Units as is currently 
promoted by the ESCAP Secretariat could play a role. Furthermore, innovative co-financing 
options and modalities need to be explored. The proposed Fund could play a catalytic role in 
this regard. Co-financing options should be explored not only with private sector, but also 
between countries. In fact, we have a shown a strong rationale for international co-financing 
based on the size of positive cross-border spill-overs of transport infrastructure investments, 
e.g., as measured in terms of potential accessibility135 (Chapter XI).  

                                                 
134 In essence, it would be single, trusted entry point for investors interested in investing infrastructure 

in Asia, thereby to cutting investors’ search costs for good projects. 
135  ESCAP study shows these are on the order of 10% for highway projects in Central Asia. 
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5. Research and demonstration capacities 

There is a need for increased financing of regionally important research and 
demonstration capacities, in order to improve the understanding of (a) the overall cost-
benefit of transport investments (including on the regional level), and (b) their relationship to 
the achievement of MDGs. In the longer term, the region might want to create an Asia-
Pacific framework for R&D cooperation in transport and communication technologies and 
their demonstration, operationalization and deployment. Such a framework could be based on 
joint private-public sector financing and management136 of major research and demonstration 
projects in infrastructure of international importance, such as regional transport and 
communication backbone networks. This would help leveraging the emerging research 
capacities in the region and could be based on existing partnerships such as AP* in the case 
of communication. 

6. More efficient use of existing infrastructure  

There is a need for initiatives to promote the more efficient use of existing infrastructure. 
Examples include:  

a) Improving cross-border facilitation through the creation of an Asia-Pacific “Single 
Window” for Cross-border Customs, Trade and Transport Facilitation: Rather than 
going through a lengthy bilateral and regional harmonization of cross-border practises, 
a single system might be jointly developed by all interested countries in the region. 
This would not only be much more cost-effective, but also provide additional 
marketing benefits and be of particular interest for smaller economies, as well as for 
the economies that have not yet proceeded very far in adopting their own e-trade 
system, i.e., almost all economies of the Asia and the Pacific. Operational models for 
such a regional “single window” might be fully private-sector driven based on 
concessions provided by an intergovernmental organization. Such an approach would 
also make the governments’ networks more international and on par with powerful 
regional and global networks of multinational “flagship companies”. 

b) Addressing the proliferation of transport-related agreements in the ESCAP region 
through a comprehensive monitoring, policy analysis and technical assistance 
mechanism for transport-related international agreements: This would include all 
agreements on transit, cross-border facilitation, infrastructure development, standards, 
financing, policy coordination, investments, and sharing agreements. This monitoring 
mechanism should come up with policy suggestions and provide technical assistance 
to governments interested in joining and/or implementation of such agreements 
(including information on the costs and benefits of such agreements). In particular, 
relationships to the evolving complex webs of trade and investment agreements need 
to be clarified (Chapter VII and Annex I). Initially, such a function could be kick-
started by the ESCAP Secretariat, to be “spun off” thereafter.  

c) Exploring options for bilateral and subregional infrastructure sharing and 
development agreements: One could imagine many such sharing possibilities, 
particularly in the case of landlocked countries, ports and dry ports.  

                                                 
136 The framework could be organized along the lines of the model pioneered by the ACTS programme 

of the EU. 
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d) Promotion of improved infrastructure asset management and maintenance: In 
particular, the creation of road funds for maintenance has been promoted by ESCAP 
for many years. 

e) A special Infrastructure Investment Forum of Pacific island countries could to be held 
on a regular basis, in order to promote private sector investment in the rather specific 
case of small island developing countries. A similar forum might be created for least-
developed landlocked countries. 

7. Regulatory reform and competition 

Finally, innovative regulatory reform could go a long way in further improving efficiency, 
creating a fairer level playing field, and providing incentives to better tap the increasing pool 
of Asian savings for infrastructure development, beyond the purely financial efforts of 
regional bond funds such as ABF2 and related initiatives. First and foremost these are 
policies and regulations that target cross-border investment behaviour:   

Firstly, there is a need for a better coordination mechanism for regional and industrial 
policies in Asia and the Pacific, particularly as they relate to the development of transport 
infrastructure of regional importance. Regional and industrial policies, in particular with 
respect to transport infrastructure development (including issues such as tax breaks an dthe 
designation of special economic zones, etc.) have been major tools of governments in the 
region to promote foreign direct investment of multinationals, in order to fully integrate their 
economies into the regional and international production and distribution networks. In some 
cases, uneven market power (“flagship networks”) has led to the undesirable fact of more 
competition between governments and less competition between companies. A strong 
international policy coordination mechanism could help reversing this undesirable trend. 
Optimally, such a mechanism would also incorporate an institutional network of policy 
research organizations and universities that would provide policy recommendations on IPNs 
and related issues.  

As a second step, regional institutional mechanisms could be explored that can set 
binding rules for cross-border infrastructure investments in the region. A regional approach 
that is focussed purely on infrastructure could have more potential for realization than the 
much more ambitious MAI initiative of the OECD in the 1990s. In addition, in contrast to the 
OECD grouping of countries, the Asia and Pacific region consists of economies that either 
receive a lot of investment from outside the region or receive only a negligible amount, to 
date, thus providing more incentives for the realization of some kind of Asian MAI. 

In the longer term future, ideally the creation of an Asia-Pacific competition authority 
would have major benefits for the region. The initial focus of such an agency could be on the 
ports and shipping sector. At a later stage, other sectors might be added. In fact, the creation 
of such a competition authority for the ports and shipping sector has been recommend earlier 
by the World Bank: “As a consequence of (i) the spreading of port concessions in specific 
traffic niches, like container terminal operations, and (ii) the relatively few number of 
international professional operators in the market, a new form of competition limitation 
develops along regional coastlines, crossing countries boundaries. It becomes now possible 
to anticipate that in the short run, one or two terminal operators may control a string of 
terminals on a given range, therefore establishing a new case of dominant position at a 
regional level. The appropriate answer to this situation should at first sight come from 
regional economic cooperation bodies, which should therefore be vested with specific 
authority regarding competition in transport services on a regional scale.” However, to date, 
the implementation of this important issue has not yet been pursued in Asia and the Pacific.  




