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IX.  Conclusion

This study joins a growing body of literature on infrastructure develop-
ment but has several features which will distinguish it from the rest.  Firstly
the study sounds an alarm. The Asian and Pacific region needs to invest in
infrastructure to maintain its economic growth and competitive edge and
to maintain its momentum towards achieving its MDGs, but the financial
resources needed are simply enormous. It is worth noting that the World
Bank, the Asian Development Bank and Japan Bank for International Coop-
eration have all pointed out the enormity of the region’s infrastructure funding
needs.

Secondly, the study makes clear that the status quo or business as
usual, implying dependence on the existing sources and modalities of
infrastructure financing, will not enable countries to mobilize the required
resources and will leave a huge financing gap. Asian and Pacific countries
need either to make substantial changes to existing institutions or to set up
new institutions capable of delivering the needed investment.  This study
evaluates a number of options, including the use of the region’s surplus
savings, for developing infrastructure in Asia and the Pacific under the rubric
of regional cooperation.

Thirdly, the study recognizes the multifaceted nature of infrastructure
development and that regional cooperation limited to financing infrastructure
is not sufficient to build the infrastructure assets and deliver the services
required. Regional cooperation is also required in identifying and implement-
ing cross-border infrastructure projects (such as the Asian Highway), harmo-
nizing cross-border rules and regulations, sharing infrastructure facilities
(such as dry docks in landlocked countries), sharing “good practice” lessons
(such as formulating economic and institutional policies that attract private
investment) and providing a forum for senior policymakers to discuss issues
related to infrastructure development. Fourthly, the study draws the attention
of policymakers to the region’s vulnerability to natural disasters and suggests
how infrastructure development can be used to lessen their impact.

Discussed below are selected examples of key messages from differ-
ent parts of the study to provide a brief overview on how it has addressed
the issues outlined above and what could be the role of ESCAP in
strengthening regional cooperation in infrastructure development.

Transport development

A two-pronged approach is needed to strengthen cooperation in trans-
port.  The first approach is to promote subregional cooperation in integrat-
ing national intermodal transport systems.  For example, an integrated
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international transport and logistics network proposed in North Asia with a
mix of roads, railways and water transport, including connections between
major seaports and inland container depots, freight terminals, distribution
centres and border crossings represent a potentially important element in
regional cooperation.  ESCAP has drawn up a plan for implementing the
proposal. The second approach is to ensure compatibility and consistency
in terms of both standards and methodology. ESCAP’s regional cooperation
initiatives in Asian land transport, the Asian Highway and Trans-Asian
Railway, continue to serve as reference points for both subregional and
international initiatives.  The Intergovernmental Agreement on the Asian
Highway Network entered into force in July 2005 and the Intergovernmental
Agreement on Trans-Asian Railway Network is expected to be signed in
November 2006.

Regional cooperation in maritime transport in the coastal region of the
Asian continent differs significantly from cooperation among small island
developing States (SIDS). In Asia, changes in technology, ship route struc-
ture and State-owned ports have led to consolidation, concentration, coopera-
tion and strategic alliances in shipping.  In the Pacific, the Global Action Plan
for SIDS has provided a guiding framework for regional cooperation. This is
actively pursued by the ESCAP Pacific Operations Centre.

Other regional transport cooperation initiatives which ESCAP could
facilitate include the following:

• Exploring options for sharing bilateral and subregional infrastruc-
ture, such as dry ports in landlocked countries

• Promoting improved management and maintenance of infrastruc-
ture assets, for example by creating road funds

• Promoting better mechanisms for coordinating the regional trans-
port infrastructure, including such issues as tax breaks and desig-
nation of special economic zones to promote foreign direct invest-
ment

• Improving cross-border facilitation by creating an Asia-Pacific
“Single Window” for cross-border customs, trade and transport
facilitation is a priority area.

Development of ICT infrastructure

Revolutionary changes in the production and use of ICT have been a
principle component of intensified globalization. The digital divide has been
widely discussed as a structural impediment to the socio-economic progress
of a number of countries of the region, especially its least developed
countries.1  Against this backdrop, developing countries of the region need to
take steps to invest in developing network capacity that will enable key
economic sectors to take advantage of newer and more cost-effective
telecommunications and computer technologies.  They also need to create
an enabling policy environment to disseminate the technology and to in-
crease private sector participation in this area.  Regional cooperation could
be very effective in both these areas.
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1 ESCAP, Meeting the Challenges in an Era of Globalization by Strengthening Regional
Development Cooperation (United Nations publication, Sales No. E.04.II.F.24).
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There have been several regional initiatives in Asia and the Pacific
focused on increasing the use of advanced and sophisticated technology,
especially broadband. To support broadband development (the Asia
Broadband Program), ESCAP could focus on creating regional consensus
and an enabling policy and regulatory environment, building the required
skills base and promoting such applications as e-government, e-business,
e-environment, e-learning and e-health.

Energy infrastructure development

The ever increasing requirement for energy to fuel Asia’s high eco-
nomic growth combined with the recent oil price hike has reinforced the need
for regional cooperation in energy aimed at improving energy security. There
is good scope for innovative regional cooperation in both production and
consumption of energy as demand centres are often not within the national
boundary of the resource centres. Cross-border energy trade could therefore
bring substantial benefits to the economies of the trading countries.  Large
potential exists for cooperation in two major energy types, natural gas and
electricity. At the same time, Asian and Pacific countries could substantially
increase their sustainable energy security by cooperating in the development
of renewable energy technology and by adapting and sharing knowledge and
best practices.  In some countries, the private sector is cooperating with the
Government and local communities in developing and operating renewable
energy-based power plants and biofuel.  This cooperation needs to be
strengthened.

A number of initiatives for multilateral dialogue on energy cooperation
either have been agreed in recent years or are under negotiation. Examples
include the Quingdao Initiative under the Asian Cooperation Dialogue (ACD).2
A regional body such as ESCAP could further strengthen regional coopera-
tion by:

• Facilitating the establishment of consultative or collaborative
mechanisms for planning and coordinating efforts to improve en-
ergy security. This could include organizing policy dialogues, nego-
tiations and networks for information exchanges.

• There is a need for a policy thrust towards a greater initiative for
an integrated trans-Asian energy system, for example through the
Asian Gas Grid and Asian Electric Power System Network. A
regional approach can support and build on ongoing and planned
initiatives and promote linkages and synergies towards greater
energy system integration.

Development of water infrastructure

In continental Asia, most large rivers cross boundaries between two or
more countries, and there is a considerable need to strengthen regional
(cross-border) initiatives for using this important source of water.  Hydraulic
infrastructure in the Asian and Pacific region is unevenly developed, espe-
cially in least developed countries, where inadequate infrastructure is often
connected with poor management. The need for policy and institutional
reforms to strengthen the roles of governments, municipalities, companies
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2 Japan, Ministry of Finance website (www.mofa.go.jp/region/asia-paci/asean/acd), accessed
13 January 2006.
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and water use associations in both supply and management of water
infrastructure has increased rapidly. This need will grow faster with the rapid
pace of urbanization in the region.  Regional cooperation can be an
important way to address the need.

A number of innovative regional cooperation initiatives which can be
facilitated by ESCAP are discussed in chapter VI.  Among these is the
proposed creation of an Asian water infrastructure investment forum for
the development of water infrastructure with a view to ensuring the effective
participation of stakeholders, particularly the private sector, in the implemen-
tation of the Millennium Development Goals related to water and to ensure
sustainable economic growth and sustainable development.  This initiative
can be seen as complementary to the initiative to be launched at the
Ministerial Conference of the Fourth World Water Forum, to be held in
Mexico City in March 2006, to establish an Asia-Pacific water forum.  The
Asia-Pacific water forum initiative was jointly sponsored by many countries in
the region, as well as ESCAP and other international organizations.

Disaster management and infrastructure

Infrastructure development in the context of natural disaster manage-
ment has two components: infrastructure designed to prevent or minimize the
damage inflicted by natural disasters and ensure the sustainability of socio-
economic development; and infrastructure that assists reconstruction and
recovery.  During the past 15 years, the annual damage caused by natural
disasters to developing countries in Asia and the Pacific has increased to
$21.3 billion from $6.9 billion during the past five decades.  This trend appears
to have accelerated in recent years, especially with regard to infrastructure
damage, which was estimated at 70 per cent of all economic damage.  On the
basis of the average annual economic damage over the past 15 years, it is
estimated that developing countries would need to invest $15 billion annually
for rehabilitation and recovery.  Furthermore, the need to improve the
coordination of rehabilitation and reconstruction activities in terms of developing
a strategy for transition from relief to recovery and reconstruction for major
regional disasters was recognized in the recent review of the role of the United
Nations system in humanitarian assistance for disaster reduction and response
undertaken by the Joint Inspection Unit of the United Nations.

Investment in infrastructure for the management of water-related disas-
ters (viz., cyclones and floods) has significantly reduced the loss of human
life from an average of 100,000 people per year during the past 50 years to
41,000 per year in the past 15 years.  However, the current level of
investment in infrastructure for disaster prevention and preparedness is still
very much lower in developing countries, 0.05 per cent of GDP in comparison
with the recommended level of 1 per cent of GDP.  In view of the above and
as discussed in chapter VII, some innovative initiatives in which ESCAP could
take a leading role are as follows:

• The creation of a regional task force on disaster recovery and
management to assist developing countries in the region to meet
rapidly expanding needs in the aftermath of natural disasters and
to promote adequate investment in infrastructure for effective
disaster preparedness and prevention.  This regional task force,
consisting of key member countries and interested partners, would
be expected to draw up a regional strategy on disaster recovery
and management and recommend a programme of action to be
undertaken by ESCAP and collaborating organizations.
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• Promoting the creation of regional multi-hazard early warning and
monitoring systems. Regional trust funds for tsunami early warning
systems could be promoted and expanded to cover other hazards
for specific subregions, such as sandstorms in North-East Asia
and drought in South Asia;

• Regional cooperation to integrate the eco-efficient aspects of the
development of physical infrastructure into economic decision-
making. The green growth concept3 could be promoted both for
physical infrastructure linked to disaster management and infra-
structure for socio-economic development. ESCAP could assist in
the development of guidelines, including procedures and criteria
for developing physical infrastructure in harmony with nature.

Financing infrastructure investment

Estimates of how much investment is needed for major infrastructure
sectors, namely transport, ICT, energy and water, and infrastructure for
natural disaster management depend on their coverage and methodology, but
they range from $228 billion per year (based on infrastructure demand at the
macro level) to $608 billion per year (based on sectoral estimates with
additional information and larger coverage).

The message is loud and clear:  the investment needed is very large.
The funds available from existing public and private sources of financing are
estimated at $48 billion per year. This figure includes $2.6 billion per year
from the Asian Development Bank, $2.8 billion per year from the World
Bank and $2.0 billion per year from the Japan Bank for International
Cooperation from 2000 to 2003. That leaves a financing gap of at least $180
billion per year. It is thus very clear that funding from existing sources will
not suffice to meet the region’s financial needs. What additional funds can
be tapped?

There are substantial financial resources available within the region. It
enjoys a very high savings rate, in some countries amounting to more than
40 per cent of GDP.  From 2000 to 2003, the region’s surplus savings
(savings over investment) amounted to around $200 billion per year. Most of
this is invested outside the region. The region has also accumulated foreign
exchange reserves of more than $2.5 trillion. At least a portion of these
funds can be used for infrastructure development in the region. How can this
be achieved?  The answer lies in regional cooperation to mobilize these
resources for infrastructure development. Countries of the region need to
initiate, strengthen and facilitate cross-border intermediation of the available
savings. The financing options include the following:

1. Expanding the involvement of the Asian Development Bank in
infrastructure financing by tapping capital markets.

2. Expanding both the quantum and regional coverage of the Asian
Bond Fund.

3. Reviving proposals for subregional banks or funds, such as the
Northeast Asian development bank and the South Asian develop-
ment fund.
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3 ESCAP, The Fifth Ministerial Conference on Environment and Development in Asia and
the Pacific, 2005 (United Nations publication, Sales No. E.05.II.F.31).
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4. Setting up an Asian investment bank along the lines of the
European Investment Bank to intermediate untapped regional fi-
nancial resources and to provide loans for infrastructure develop-
ment.

When assessing these options, it is worth noting that an institution
capable of mobilizing the large resources required for infrastructure invest-
ment in the region and financing infrastructure projects also needs to be
capable of doing the following:

• Identifying financially viable infrastructure projects

• Undertaking complex risk mitigation for and providing guarantees
to different types of investors

• Providing liquidity support and securitizing the cash flow of infra-
structure projects

• Mobilizing resources, mainly on the capital market through the
issue of bonds and other financial instruments.

Policymakers need to take note of these options and requirements and
decide on the best future course of action, identifying the institution most
capable of fulfilling the region’s infrastructure dream.

A comprehensive approach to regional cooperation in
infrastructure and the role of ESCAP

Infrastructure development is a multidimensional endeavour in which
synergy needs to be achieved between the different sectors in order to attain
the best results. All of the four main infrastructure sectors, namely transport,
ICT, energy and water, need to develop in tandem. Deficiency in one sector
could neutralize the benefits of improvements in others. The multi-divisional
structure and sectoral experts of ESCAP are well positioned to assist
member countries in developing all four infrastructure sectors through re-
gional cooperation. ESCAP activities consist mainly of regional and cross-
border issues and projects which no individual country could identify or
implement by itself. These activities range from identifying and implementing
cross-border projects, harmonizing cross-border rules and regulations, learn-
ing from best practice policies and institutions related to infrastructure
development and cross-border financial intermediation of surplus savings for
infrastructural investment.

This study has underlined the need for multidimensional but compre-
hensive development of the region’s infrastructure and discussed how
ESCAP can play a part.  The regional cooperation initiatives it suggests form
a coherent approach towards balanced infrastructure development in Asia
and the Pacific.

A concluding message: the prime importance of mobilizing
investment in infrastructure

Infrastructure is essential to the production of goods and services and
satisfying consumption demand.  The region’s ability to achieve its hopes of
enhanced economic growth and achieving the Millennium Development Goals
goes hand in hand with its ability to put in place an appropriate level of
infrastructure. Heavy investment in additional infrastructure assets and better
maintenance of old assets will be crucial. Regional cooperation could be a
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very effective modality for providing countries with access to the necessary
financial resources.  Studies by various organizations, including the World
Bank, the Asian Development Bank, the Japan Bank for International Coop-
eration and ESCAP, show that the amount of investment needed for the
region’s infrastructure is immense. The options for regional cooperation to
mobilize these sums suggested in this study require serious consideration by
ESCAP members. Failure to immediately address the issue of financing
infrastructure investment could cost the region dearly in terms of lost socio-
economic progress.
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