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PART TWO: CONCEPTS AND ISSUES 

 
III. GLOBALIZATION AND INFRASTRUCTURE NETWORKS 

Domestic and international infrastructure connectivity in Asia and the Pacific has 
increased to previously unprecedented levels over the past two decades, a period of 
time that gas corresponded to the latest wave of globalization. This is no coincidence, 
as advances in network infrastructures, such as transport and communications, have 
always fueled waves of globalization in the past. Equally, globalization has been a 
dominant force that has shaped development trends in Asia. This introductory chapter 
makes a number of observations on the relationship between globalization and 
infrastructure that set the background for the following chapters.  

A. The East Asian Miracle 

In Asia, the process of globalization gathered momentum in the mid 1980s, when 
a number of countries of the region started to lower their barriers to trade and 
investment.  This was particularly the case in the newly industrializing economies28 
(NIEs) and ASEAN 429, which introduced outward looking structural reform policies 
that moved away from import-substitution and towards export-oriented production.  
These policies included liberalization of trade and foreign direct investment (FDI) as 
well as deregulation of domestic economic activities, the aim being to stimulate 
economic growth. 

The impact of these policies is often referred to as the “East Asian Miracle”.  FDI 
inflows increased twelve-fold and East Asian exports increased fivefold between 1985 
and the “East Asian Crisis” in 1997.  Annual economic growth in these economies 
during this period exceeded that of most other economies in the world. 

B. Contribution of Networks to Globalization 

1. Physical Networks: Transport, IT and communications 

Major infrastructure such as roads, railways, ports, airports, canals, telephone lines, 
the Internet, mobile networks, pipelines, and electricity grids, are or form part of a 
physical network. These networks have played a significant role in the globalization 
process. 

As in the past, the principal driving forces behind the current phase of 
globalization are lower barriers to trade and investment, lower transport costs, and 
lower information technology costs30. ‘The noticeable reduction in transportation and 
communication cost has facilitated the division of the productive process, allowing 
participation by a larger number of geographical locations according to the 
advantages that each one contributes to the value added chain.  This fact has 
broadened the opportunities so the individual economies can participate more actively 

                                                 
28 Hong Kong, China;  Republic of Korea;  Singapore; and  Taiwan, Province of China. 
29 Indonesia, Malaysia, Philippines and Thailand. 
30 Hardware, software and org(anizational)ware. 
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in the international production networks administered by large multinational 
companies.’31 

It should be noted that there have always been strong complementary linkages 
between transport and communications32. Since both are two-way networks, they 
exhibit similar characteristics including significant externalities, thus reinforcing 
themselves and each other in the process. This is somewhat different from the typical 
one-way energy and water networks, and may be one of the reasons, why these have 
not been as prominent in the discussion of globalization as transport and 
communications. 

2. Non-physical networks 

The physical networks outlined above are not only interlinked to varying degrees, 
but they are also closely related to many non-physical networks such as formal and 
informal communications channels within and between organizations. These non-
physical networks are often of a commercial or social nature. Combinations of these 
physical and non-physical networks form more complex networks such as the 
international production networks. This simple insight can go a long way in clarifying 
and offering solutions to major infrastructure issues33. In short, there is a clear need 
for various non-physical networks to strengthen and interlink the physical networks 
that could be argued to be the “backbone infrastructure” of globalization. 

3. Mixed networks and regionalization 

Mixed networks are systems that consist of strongly inter-linked physical and non-
physical networks. Examples of mixed networks such as logistics and regional 
production networks have created a largely market-driven form of regional economic 
cooperation that is commonly referred to as “regionalization”. They are a major 
characteristic of the latest wave of globalization. 

(a) Logistics 

In parallel with the discussion on “globalization”, considerable attention has been 
placed on concepts such as “logistics management”, and “supply threads”. These 
concepts are about the efficient flow of goods, services and information from the 
point of origin of raw materials to the point of consumption of the final product and in 
some cases return for repairs or maintenance, disposal and recycling, including all the 
intermediate planning, locational, implementing and controlling decisions. 

Prior to the relatively recent changes in transport and information technology, 
today’s networks and chains consisted of unconnected subnetworks and subchains.  
The recent developments in transport and information technology have facilitated the 
linking together of these subnetworks and subchains.  As a result, information can be 
passed from point-of-sale through the network or chain to factories. Policies and 
                                                 

31 SELA Permanent Secretariat Risks and Opportunities of Globalization, in Capitulos del 
SELA (Latin American Economic System), Globalization, trade and integration, 1996, p.60. 

32 For example, Gruebler (Global Change, Cambridge University Press, 1993) shows that 
transport and communications volumes in France have been growing at the same, almost constant long-
run rate for the past 200 years. 

33 Note that one may to look at networks in time and/or space. This paper discusses paths both 
in time (e.g., scenarios for strategy building), and in space (e.g., geographical paths from A to B 
through a network). 
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inputs themselves are bound together in networks, whether they be social, operational, 
facilitatory or physical networks which in turn interact or are linked together to form 
the overall chain or network. These developments in logistics are at the heart of the 
“division of the productive process” and “regional production networks” (RPNs), 
which are the topic of the next subsection and also Chapter XI. 

(b) FDI and regional production networks (RPN) 

One of the features of FDI was that the multinational corporations active in the 
region established factories (in different countries) specializing in the production of 
specific components of finished goods. As a result, regional production networks 
(RPNs) were formed which have been a major reason for increased intra-industry 
trade in the region.  An example of one of these networks is in the automobile 
industry of South East Asia. In the Toyota supply chain, Thailand focuses on the 
production of diesel engines, Malaysia on steering gear, Indonesia on engine blocks 
and the Philippines on transmission34. It should be noted that this so-called “intra-
product” trade still constitutes less than a third of world trade in manufactures, which 
implies a large scope for further expansion35. This process of increased specialization, 
interdependence and integration, which is at the heart of globalization, has reinforced 
a largely market-driven form of regional economic cooperation, or “regionalization”. 

4. Regionalism: Government networks to reduce the risk of marginalization 

In practise, it has become increasingly apparent that “regionalization” needs to be 
complemented with a similar collaboration among governments, that often referred to 
as “regionalism”, in order to address the many social, economic and political inter-
country challenges.  

In particular, there is a need for policy intervention in the land transport sector. In 
this sector, deep concerns have been voiced that hinterlands, regions of countries, and 
land-locked countries, located far away from the centres actively participating in 
regional production networks, will be marginalized. Consequently, it is also 
recognized that “The important question for each nation is how to make the best of 
the advantages and mitigate the negative impacts of the process”36  In this respect, 
there is broad agreement that “In a period of growing global economic 
interdependence, regional cooperation offers Asia-Pacific countries an effective 
vehicle for promoting sustainable development.” 37 

Whether one adopts a general approach that improved infrastructure and related 
services facilitate economic growth, an approach that links infrastructure and 

                                                 
34 It should be noted that, of course, almost all commercially-driven forms of regionalization 

are complemented by some form of regional government cooperation. For example, some might argue 
that the “Toyota supply chain” was realized through an ASEAN industrial complementation scheme 
and AFTA tariff liberalization which were both commercially and government-driven. A similar case 
could be argued for the Singapore – Johor (Malaysia) – Riau (Indonesia) Growth Triangle (SIJORI) 
where the three regions have pooled their human and natural resources in order to attract new investors. 

35 Yeats, A. (1997). Just how big is global production sharing?, Policy Research Working 
Paper No. 1871, World Bank. 

36 Statement of Head of Delegation from Malaysia to the Sixtieth Session of the Economic and 
Social Commission for Asia and the Pacific, Shanghai, 26 April 2004. 

37 Statement of Head of Delegation from Viet Nam to the Sixtieth Session of the Economic 
and Social Commission for Asia and the Pacific, Shanghai, 26 April 2004. 
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globalization to growth, or draws upon experience of policies adopted by the more 
dynamic Asian economies, it is generally agreed that regional economic cooperation 
in infrastructure offers a way forward for countries of the region to address such 
issues as market access, economic growth, marginalization and poverty reduction. 

Marginalization has been one of the factors contributing to a large number of 
bilateral and multilateral agreements, organizations and programmes particularly at 
the subregional level. Such a “proliferation” of heterogenous agreements calls for 
increased importance being placed upon regional coordination and harmonization. 
“Facilitating” such “concerted action”38 of the governments of Asia and the Pacific 
and the “strengthening of economic relations of these areas [Asia and the Pacific] 
both among themselves and with other countries of the world”38 has been a major part 
of the mandate of the United Nations Economic and Social Commission for Asia and 
the Pacific (ESCAP) since 1947. 

C. Conclusion 

There are four major conclusions from the role of infrastructure in the 
globalization process that will guide discussions throughout the following chapters.  

Firstly, the network concept is helpful in understanding the role of infrastructures 
in the current phase of globalization. Physical networks in transport and 
communications are closely interlinked with each other and to non-physical networks, 
combinations of which form more complex networks such as the international 
production networks. 

Secondly, physical networks should be analyzed together with non-physical 
networks. The commercially-driven form of regionalization (and RPNs) needs to be 
complemented with regional governmental collaboration, in order to address the many 
inter-country challenges. 

Thirdly, land-locked countries, certain regions of countries, hinterlands located far 
away from the centres actively participating in the regional production process, face 
the risk of marginalization. 

Fourthly, there has been a proliferation of overlapping bilateral and multilateral 
infrastructure-related agreements, which highlights the increased importance of 
coordination and harmonization at the regional level. 

 
IV. NETWORK INFRASTRUCTURE, DEVELOPMENT AND POVERTY 

A. Productivity and long-run growth 

It is an indisputable fact that infrastructure development and economic 
development have always been closely intertwined. While a certain rate of 
infrastructure development is clearly needed to “support” a particular rate of 
economic development, it has remained controversial as to whether an infrastructure 
supply-oriented approach can actually accelerate development. The confusion has 
largely arisen from the fact that infrastructure per se is almost without exception a 
necessary but not sufficient condition for development.  

                                                 
38 Terms of Reference of the Economic and Social Commission for Asia and the Pacific.   




