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I.  Introduction

Infrastructure, consisting especially of transport, ICT, energy and water,
has become so intermeshed with modern living that it is difficult to imagine a
world without it.  Inadequate and poor quality infrastructure not only holds
back economic activity but also drastically reduces the quality of life.  It is no
surprise, then, that the Governments of developing countries have placed
infrastructure development very high on their action agenda.

In the Asian and Pacific region, infrastructure development has always
been considered a very important public sector activity. There are many
reasons.  First, Governments recognized the crucial role of infrastructure in
fostering economic growth and reducing poverty.1  Infrastructure development
has been, and continues to be, a popular and potent instrument of Govern-
ments for improving the welfare of the people.  Second, because of its
public good and “essential” nature, Governments have attempted to ensure
its availability irrespective of market conditions.  Third, for a number of
economic, social and political reasons, private sector involvement in this
important area was slow to develop and uneven, and Governments came
forward to compensate.

In recent times, however, globalization has changed traditional views of
infrastructure. The emergence of trade as an engine of growth and the
importance of infrastructure for trade, both in the production and movement of
traded goods, have increased the private sector’s stake in this area and
incentives for it to take an active role.  Certain types of infrastructure (for
example, electricity) have become tradables. Furthermore, the trend towards
deregulation and liberalization has facilitated flows of portfolio capital and direct
investment and increased the ability of the private sector to become a major
player.  In Asian and Pacific countries, the private sector has a dual role to
play.  First, they can take a larger role in building and operating infrastructure
projects either on their own or through public-private partnerships.  Secondly,
they can provide financial resources for both public and private infrastructure
investment in their own and other countries. The rates and quantum of private
savings in many Asian and Pacific countries are quite well known.

With the advancement of globalization, cross-border issues (such as
transboundary roads and railways, water infrastructure on rivers that cross
frontiers and cross-border capital and investment flows) have taken on much
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1 Ifzal Ali and Ernesto M. Pernia, “Infrastructure and poverty reduction – what is the
connection?” ERD Policy Brief Series No. 13 (Manila, Asian Development Bank, 2003); and
Stephen Jones, “Contribution of infrastructure to growth and poverty reduction”, presentation
made at the Workshop on Infrastructure in East Asia and the Pacific: The Way Forward, held
in Bali, Indonesia, from 27 to 29 June 2004 (both available online at www.adb.org).
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greater importance.  As individual countries lack the resources to tackle
these issues alone, regional cooperation has assumed a primary role in
infrastructure development.  In Asia and the Pacific, regional cooperation in
infrastructure has two strands or tracks.  First, different levels of infrastruc-
ture development have opened up what a recent ESCAP study clearly
demonstrates to be an “infrastructure divide.”2  The same study finds a
strong correlation between a country’s per capita income and the state of
its infrastructure and observes that regional cooperation agreements and
initiatives in infrastructure development could create a win-win situation by
helping to bridge the divide.  Secondly, a number of studies3  have
concluded that future demand for infrastructure investment will be enormous.
However, the potential of regional cooperation in addressing the resource
requirement has not been adequately explored. This area needs to be
studied in some detail.

Against that background, the present study analyses infrastructure
development and the role of regional cooperation.  It  attempts to add value
to the existing literature on the subject by proposing a comprehensive two-
track strategy that includes, first, regional cooperation in building and main-
taining infrastructure and, second, cooperation in mobilizing the required
finance.4

The study raises several questions. What are the salient features
of infrastructure development in the Asian and Pacific region?  What are
the constraints holding back future infrastructure development in the region?
What are the region’s future infrastructure needs? What resources are
needed to meet these needs? What are the traditional sources of funds?
What resources are assured? Will there be a gap between the damand
for and supply of resources? If yes, how wide will the gap be? What are
the options for bridging the gap? Can regional cooperation be used
to operationalize the options? How can regional cooperation be strength-
ened?

To answer such questions, the study analyses a number of regional
cooperation initiatives for strengthening the creation and utilization of infra-
structure assets and suggests innovative future initiatives, including some in
the area of infrastructure financing.  Last but not least, the study draws the
attention of policymakers to natural disasters, which have affected develop-
ment negatively in a large number of Asian and Pacific countries. It suggests
that infrastructure development through regional cooperation can help to
control damages caused by natural disasters and to expedite post-disaster
recovery.

Infrastructure development has many dimensions.5  For example, pro-
viding incentives for private sector participation in road construction by
charging toll fees is an easily acceptable proposition, but in the water

2 ESCAP, Meeting the Challenges in an Era of Globalization by Strengthening Regional
Development Cooperation (United Nations publication, Sales No. E.04.II.F.24).

3 Asian Development Bank, Japan Bank for International Cooperation and World Bank,
Connecting East Asia: A New Framework for Infrastructure (Washington, D.C., World Bank,
2005).

4 Such a two-track approach will also help strengthen physical and non-physical networks
and reduce various types of transaction costs.

5 The benefits of road construction, for example, will increase if a village being linked to an
urban hub is provided with electricity.
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infrastructure sector, charging fees to supply drinking water raises many non-
economic considerations.  Such differences in sectoral strategies need to be
recognized and analysed.  The diverse infrastructural needs and priorities of
the countries of the region also raise a multiplicity of issues. Some of the
key issues are identifying and implementing specific infrastructure projects,
mobilizing the financial resources they need and providing an enabling policy
and institutional environment that facilitates infrastructure investment and
utilization of assets.

Taking account of the multidimensional nature of infrastructure develop-
ment in the region, the study is divided into nine chapters. Chapter II
discusses broad issues related to infrastructure development and briefly
presents the arguments for narrowing the focus of the study to four types of
infrastructural assets, namely transport, ICT, energy and water. It discusses
linkages between infrastructure, economic growth and achieving the MDGs;
the relationship between infrastructure and disaster management; financing
of infrastructure investment and the role of regional cooperation in promoting
infrastructure development in general and infrastructure investment in par-
ticular.

Chapter III deals with the development of transport infrastructure.  It
reviews the experiences of Asian and Pacific countries in using transport
development for national and regional development. It also outlines a vision
of desirable transport infrastructure in the future and considers the obstacles,
including how to finance investment in transport infrastructure, that need to
be addressed to realize the vision.  The chapter also identifies potential
initiatives in regional cooperation and integration in transport.

  Chapter IV examines the current state of ICT infrastructure in the
region and the salient issues and challenges.  Regional broadband initiatives
are an area of particular discussion but the chapter also identifies future ICT
infrastructure needs and costs.  It develops a proposal for regional coopera-
tion on the Asia Broadband Program and highlights important policy consid-
erations.

Chapter V briefly covers energy infrastructure needs, including electri-
cal power stations, transmission lines, oil and gas pipelines, storage and
end-use of energy along with future investment needs.  A number of key
examples of energy cooperation are highlighted.

Chapter VI briefly discusses the current status of various types of
water infrastructure; infrastructure for managing and storing water resources
(dams and reservoirs), drinking water supply and sanitation, wastewater
treatment, industrial and irrigation water supply and transboundary water
infrastructure.  It also considers future water infrastructure development
needs and the possible role of regional cooperation as a way to meet those
needs.

Chapter VII addresses the role of infrastructure in mitigating the impact
of natural disasters and in facilitating post-disaster recovery. After a brief
review of regional experiences in developing infrastructure to manage the
effects of natural disasters, the chapter identifies priorities for enhanced
regional cooperation in infrastructure development and outlines possible
regional cooperation initiatives which ESCAP could facilitate.
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Issues and options for enhancing regional cooperation in financing
infrastructure are discussed in chapter VIII. After a detailed discussion of
estimates of the resources needed to fund future infrastructure investment,
the chapter analyses the existing sources of funding to ascertain the
dimension of the financing gap and considers options for addressing the gap.
The options include expanding the role of existing financial institutions and
setting up new institutions specialized in infrastructure financing. Chapter IX
concludes by synthesizing the key messages of the study and highlights the
issue of resource mobilization for infrastructure investment as a priority action
for the Asian and Pacific region.
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