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the Pacific, all of which include components related to integrated transport: GMS, SASEC, 
CAREC, BIMP-EAGA, SECSCA, and the Pacific Plan for the small island states in the 
Pacific Ocean. 

F. Conclusion 

The large number of agreements and initiatives in Asia and the Pacific in the areas of 
trade, transport and to a limited extent in ICT are a general expression of the desire of 
governments to cooperate on the issues and of their recognition of the potential benefits of 
such cooperation, particularly as a response to globalization challenges.  

As issues like cross-border land transport and fixed-line Internet communications are 
regional by nature, useful harmonization can be achieved on the regional level within a global 
framework.  

The complex “system” of overlapping agreements can be viewed as yet another non-
physical network layer that emerges with, and complements that of physical network 
infrastructure development.  

Despite the many similarities, there are also important sectoral differences in regional 
cooperation on networks infrastructure, facilities and services. 

In terms of the content of regional cooperation, more cooperation on actual 
operationalisation of infrastructures could prove beneficial. In this context, a strategic and 
long-term network perspective is needed that fully takes into account the explicit link 
between the various network layers and to development.   

 
VIII. SYSTEMIC RISKS ARISING FROM INCREASED REGIONAL 

INTEGRATION  

This Chapter uses the concept of networks (introduced in Chapter V) to identify major 
systemic risks related increased regional cooperation and integration. 

A. Introduction 

Far-reaching processes such as regional integration or globalization in general often lead 
to a re-distribution of costs and benefits, including “material” and social well-being. 
Consequently, various groups of people and even countries will have different views on what 
is a desirable or an undesirable effect of regional integration. For example, we can look at an 
expected re-distribution of income opportunities between two groups of people due to 
regional integration, and assess the probabilities of various possible outcomes. This approach 
provides measures of risk, a concept that by nature is neither positive nor negative.  

B. Types of risk 

Most risks are simple direct risks. For example, the risk that the income of a certain group 
of rice farmers will increase/decrease due to regional integration is such a direct risk. Direct 
risks can usually be addressed by appropriate policies of national government, and are, 
therefore, not considered here.  

However, there are also so-called systemic risks which are risks that are inherent in the 
“system”, as it becomes integrated. These types of risks often can only be addressed by 
regional cooperation of governments, not by policies of a single government.  
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C. Systemic risks 

Examples of systemic risks arising from increased regional integration include the 
following: 

a) Strong networks usually lead to concentration on all levels, as specific groups 
become increasingly able to control key links and nodes within networks and 
between networks. Under such a scenario, power relations become an important 
issue. In the most extreme case, lobbying groups may de-facto achieve increasing 
control over or “capture” the decision-making process of political representatives.  

b) Co-opetition trends, where otherwise competing firms collaborate on specific 
issues (often related to networks), may become a serious challenge for 
governments as national regulators and competition authorities that actually have 
to deal with international networks. Due to the absence of efficient regional or 
even global regulatory institutions, it may be difficult to find the “right” balance 
between where to strengthen or refocus networks and where to foster competition. 

c) Decisions made concerning investment in infrastructure can, due to its high capital 
cost and long gestation periods initiate path-dependent processes and lock-in 
effects.  Economic integration as a whole appears to be a path-dependent process 
which may lead to lock-in, resulting in potentially high costs for governments to 
change course in terms of their regional integration. Examples of the high costs of 
the reverse process of “disintegration” are the erecting of borders that did not 
formerly exist following the dissolution of the Soviet Union, as well as the 
independence on the Indian Subcontinent (1947).  

d) Governments need also to be aware that economic cooperation creates inter-
dependencies that might eventually spill-over into other fields.  

e) Countries that put on the “golden straight-jacket” by engaging fully in various 
forms of economic integration will prosper, but may also be left with fewer and 
fewer national policy options. Some argue that this will have adverse effects on 
social safety nets and well-being in general. 

f) Regional integration may lead to increased vulnerability of the “system”. For 
example, manufacturing and assembling activities may be deeply affected by 
political developments in a single yet small country that forms part of its regional 
production network, if adequate risk mitigation measures are not in place. 
Similarly, the security of the system of global container shipping lines has been of 
concern recently, as they form the backbone of the regional and international 
production system. Such vulnerability may have spill-overs to the world economy, 
where economic “hikes” may become more pronounced than in the past94.  

g) In regional integration, labour has been95 the only factor of production that has not 
been free to move across borders. This may eventually lead to additional 
imbalances within countries. 

A proper risk management view needs to be taken by governments individually and 
jointly, in order to adequately quantify and address such inherent risks. System improvements 
could then minimize these risks from the outset.  
                                                 

94 One might consider a nightmare scenario for container shipping in which the ports of Singapore or 
Hong Kong, China, went out of action. 

95 with few exceptions 
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D. Conclusion 

Risks per se are neither good nor bad by nature. The risks mentioned above are not 
arguments against regional cooperation. On the contrary, awareness of them ensures that 
regional cooperation in infrastructure can actually deliver what it promises. Risk management 
of regional cooperation is analogous to health insurance coverage. Awareness and preparation 
for the possibility of getting sick does not create sickness, it rather mitigates the risk of 
getting sick. 

 
 




