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Cost of additional investment required for achieving 
the SDGs in Asia and the Pacific

Table 1

A new ESCAP publication on financing for Development

Source: Based on ESCAP (2019b).

Notes:  For details on the SDG costing exercise, please refer to the 
online technical appendix of ESCAP (2019b).  For the estimation of 
the infrastructure component, area 1 includes only rural infrastructure; 
area 2 includes estimates of infrastructure investments in education and 
health facilities; areas 3 and 4 are assumed to include only physical 
infrastructure; and area 5 is based on strategic goals B (i.e. reduce 
the direct pressures on biodiversity and promote sustainable use), C 
(improve the status of biodiversity by safeguarding ecosystems, species 
and genetic diversity) and D (enhance the benefits to all from biodiversity 
and ecosystem services) of the Aichi Biodiversity Targets.

Infrastructure is the important foundation on which any 
economy depends.  It is also the vehicle by which a society 
provides public goods and services to its communities, 
whether healthcare, education, or safe water.  Policy-
makers have to face the challenge of planning, financing, 
developing, and implementing infrastructure that is of 
high quality and sustainable.  Indeed, infrastructure 
development will play a critical role in Asia and the Pacific 
in meeting the 2030 Agenda for Sustainable Development 
and attaining the seventeen Sustainable Development 
Goals (SDGs), as it is directly or indirectly linked to all the 
goals.
 
As ESCAP’s recent publication Infrastructure Financing 
for Sustainable Development in Asia and the Pacific 
points out, one of the main challenges in infrastructure 
development is that of funding.1   The United Nations 
Economic and Social Commission for Asia and the Pacific 
(ESCAP) (2019b) recently estimated the additional 
investment required in the developing countries of Asia 
and the Pacific at $ 1.5 trillion per year, equivalent to  
5 per cent of their combined GDP in 2018 (see table 1). 
And for some countries, the figure is significantly higher.  
For example, the region’s least developed countries face 
an average figure that is equivalent to 16 per cent of their 
GDP.  A ‘business as usual’ approach to infrastructure 
development, and how it is financed, is clearly not 
going to suffice. 

Taking a holistic approach

Recent years have seen increased attention paid to the 
private sector as an additional source of funding and 
expertise for infrastructure development, to supplement 
traditional public funding.  And various modalities 
have been experimented with, such as public-private 
partnerships (PPPs), to try and leverage private sector 

1 United Nations, Economic and Social Commission for 
Asia and the Pacific (2019a). Infrastructure financing for sustainable 
development in Asia and the Pacific. Sales No. E.19.II.F.11. Bangkok.
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capital.  This trend will undoubtedly continue.  But there 
remain significant constraints that inhibit greater private 
sector activity in the infrastructure sector, notably around 
issues of risk, and one key conundrum: how to structure 
infrastructure activity in such a way that the financial 
returns are sufficient to offset that risk, and yet do not put 
the cost of public goods outside the reach of a country’s 
citizens, including the poor.

This challenge is even more pronounced in most of 
Asia and the Pacific’s less developed, landlocked and/
or small island developing states.  An inverse correlation 
exists between their significant infrastructure needs and 
their modest financial, private sector and governmental 
capacities.  The additional costs and risks of developing 
and operating infrastructure provision in these sorts of 
countries, the relatively high levels of poverty or near-
poverty, and the often thinly spread communities in need 
of better infrastructure provision, and the conundrum has 
added into a significant barrier.

Infrastructure Financing for Sustainable Development in 
Asia and the Pacific does not aim to provide a complete 
solution.  But it does seek to provide a number of 
perspectives that suggest a more holistic approach to 
infrastructure development in Asia and the Pacific which 
can reap the kind of rewards that merit the attention of 
policy makers.  It starts with having a strategic framework 
to identify, formulate and implement a portfolio of 
sustainable and ‘bankable’ infrastructure projects in 
a country.  Traditional infrastructure planning in many 
countries is often characterized by fragmentation, typically 
relying on bottom-up, project-by-project assessments of 
costs and benefits to develop new infrastructure projects.  
Given the complex inter-relationships that exist between 
the economic, social and environmental aspects that 
constitute sustainable development, this approach is 
unlikely to lead to an optimal portfolio of infrastructure 
projects, and achievement of the SDGs.  The book 
therefore advocates a need to better coordinate 
and streamline the planning and preparation of 
infrastructure projects, using a more holistic,  
top-down approach.  And if the efficiency gains to be 
derived means that public funds generate a ‘bigger bang 
for their buck’, then the need to harness additional funds 
will be lessened.  It also calls for planning that spans the 
full life cycle of infrastructure investment and operations 
(see figure 1).

Source: ESCAP (2019a).

Following the money
Even so, private sector financing will still need to be leveraged 
in pursuit of greater infrastructure spending in Asia and the 
Pacific.  To make this happen, the right instruments need to 
be created to meet the legitimate needs of financiers and 
investors to make an adequate (risk adjusted) rate of return 
for their shareholders.  This in turn necessitates developing 
a conducive enabling environment for underwriting the cost 
of infrastructure development, spanning not only the legal 
and regulatory framework, but also the capital markets, and 
bond markets in particular.  There is much that countries 
can do to ensure that their financial sectors are aligned 
in such a way that the funding and implementation of 
capital-intensive infrastructure projects can be made 
a more attractive business proposition for commercial 
actors.

Another innovation, which goes beyond simply increasing 
overall liquidity for infrastructure investment, is the potential 
of harnessing positive ‘externalities’ emanating from 
infrastructure projects, as an alternative means to capture 
and distribute the financial returns achieved, and thereby 
attract greater private sector interest and investment.  The 
positive social, economic and financial impacts emanating 
from individual infrastructure projects typically extend well 
beyond the specifics of the projects themselves.  But private 
sector investors are excluded from this in most conventional 
forms of project finance; their total returns must be derived 
from the immediate confines of the specific project, and no 
further.  However, if a proportion of those positive social 
and economic impacts can be ‘monetized’, they would 
have an opportunity to share in some of the ‘positive spill-
over’ effects (see figure 2).  This in turn would make the 
investment proposition more attractive, and thereby unleash 
greater private sector investment in infrastructure projects.
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Harnessing 'externalities' to increase 
the projected rate of return

Figure 2.

Thinking regionally
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For many smaller, less developed, landlocked and/or small 
island countries in Asia and the Pacific, institutional capacity 
and financial resource constraints make the burden of 
quality infrastructure provision even more challenging, and 
just at a time when the adverse impacts of climate change 
are making the task of providing sustainable infrastructure 
harder.  Therefore, going it alone may not be the optimal 
way to proceed. Implementing cross-border infrastructure 
projects that span two or more sovereign jurisdictions can 
be both complex and time-consuming.  In countries where 
‘joined up government’ is still not the norm, the notion of 
implementing projects that span state agencies of multiple 
countries, all operating within differing socio-cultural 
contexts, national planning and state spending priorities, 
economic trajectories, and even currencies, might seem like 
‘a bridge too far’.

But various regional initiatives have been developed in recent 
years to try and create a regional ‘soft’ infrastructure designed 
to support ‘hard’ regional infrastructure development.  The 
Belt and Road Initiative is perhaps the most high profile and 
ambitious of these initiatives thus far.  But it is certainly not 
the only such initiative.

In September 2018, in collaboration with the China 
Public Private Partnership Center (CPPPC), 
ESCAP initiated an infrastructure financing and 
public-private partnership (PPP) network in Asia 
and the Pacific, intended to leverage private 
sector finance for sustainable infrastructure 
investment. The objectives of the network are 
to help member states overcome difficulties in 
implementing and financing infrastructure projects 
and to encourage private sector participation in 
financing infrastructure in the region.  The network 
aims in particular to support countries that may 
struggle to conceive, develop and showcase a 
pipeline of infrastructure projects that are suitable 
for private sector financing.  The network therefore 
provides for peer learning opportunities, private 
sector collaborations, a standardised information 
platform, as well as capacity building on PPP 
and how to go about blending different financing 
sources. 

In so doing, the ultimate hope is that the countries 
of Asia and the Pacific will be able to offer quality 
infrastructure provision for all their citizens, as a 
critical part of their drive to attain the SDGs.

The MPFD Policy Briefs aim at generating a forward-looking discussion among policymakers, researchers and 
other stakeholders to help forge political will and build a regional consensus on needed policy actions and 
pressing reforms. Policy Briefs are issued without formal editing. This issue was prepared by Tientip Subhanij, 
Masato Abe and Alberto Isgut from Financing for Development Section and Nick Freeman, consultant of 
the Section, under the guidance of Hamza Ali Malik. For further information on this issue, please contact  
Hamza Ali Malik, Director, Macroeconomic Policy and Financing for Development Division, ESCAP (escap-mpdd@
un.org). 
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