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About this Document 

Commissioned by the German Ministry of Economic Cooperation and Development (BMZ) and 

implemented by the Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH. the “Support 

for Economic Cooperation in Sub-regional Initiatives in Asia (SCSI)” Programme supports core processes 

of regional integration in Asia. In this regard, close attention is paid to international developments which 

affect how developing, developed, and emerging economies cooperate with each other.  

In order to address these pressing issues, GIZ convened a Roundtable Meeting on the topic of “Regional 

Infrastructure Investment Initiatives: Zero-sum Game or Win-Win Collaboration” on 11-12 September 

2015 in Hangzhou, People’s Republic of China, in cooperation with the China Academy of West Region 

Development (CAWD) as well as the Collaborative Innovation Center for the “Belt and Road” Initiative. 

The event assembled delegates who represented the various investment plans which had recently been 

put forward by national governments and international institutions.  

In order to share the findings of this event with a wider audience, the following pages entail the input 

which was presented by the gathered experts in the course of the meeting. The key findings are 

recapitulated in the Executive Summary; the final chapter offers some of the discussions and conclusions 

from the two-day event. 
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I. Executive Summary 

 

The large infrastructure investment gap, especially in the developing world, has gained political 

momentum across the globe. Largely owing to this shift, regional infrastructure investment initiatives have 

been created by various countries or country blocs. While each of these initiatives has been equipped 

with its own strategy, objectives, as well as varying financial support, they share the common goal of 

closing the infrastructure investment gap. Given this common goal and due to various geographic 

overlaps, coordination and cooperation seems to be a sensible means. However, heterogeneousness 

might pose a serious challenge to these endeavours, and differing interests by all involved actors may 

ultimately lead to no cooperation or – even worse – a lose-lose scenario.  

The “Belt and Road” Initiative (B&R) initiated by the PR China, has been set up as a three-dimensional 

strategy. It will not only focus on infrastructure but, as Mr. Ou Xiaoli of the National Development and 

Reform Commission (NDRC) stressed, will also increasingly seek to build associated soft infrastructure 

as well as to foster people-to-people exchange. Various speakers from the PR China pointed to China’s 

efforts to infrastructure construction in the region which predated the proposal of B&R by citing examples 

of the Second Eurasian Continental Bridge and Western Europe-Western China corridor. Despite its 

focus on international cooperation, B&R has nevertheless to be seen in the context of ongoing Chinese 

efforts to transform the PR China into a service sector-led economy. Still, this strategy, which is 

envisaged to revive two of the ancient Silk Road trade routes, may have widespread effects as it involves 

up to 60 countries from Asia to Africa and Europe. While the land-based route will run from Xi’an through 

China’s North-western provinces, passing Eurasia to Turkey, parts of Eastern Europe, Germany and 

finally Italy, the Maritime Silk Road will connect Chinese Southern coastal cities with Europe via the Strait 

of Malacca, India, Kenya, the Suez Canal, and Greece. The Asian Infrastructure Investment Bank (AIIB), 
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Bank (NDB) as well as the Silk Road Fund with a combined initial capital of US$190 billion will play an 

important role in facilitating B&R moving forward.  

Concurrently, the Investment Plan for Europe – often referred to as Juncker’s Plan – seeks to mobilize 

€315 billion over the period of 2015-2018. It was designed to meet the consensually recognized 

investment gap in the European Union, and actively aims at connecting abundant financing with projects 

in the real economy. In this context, Mr. Nae of the European Investment Bank (EIB) stated that the EIB 

and the European Commission (EC) have identified projects worth €1.3 trillion within the EU which would 

require funding over the coming three years. According to Mr. Tertre who is a member of EC Vice 

President Jyrki Katainen’s cabinet, the EU is especially threatened by a lack of risk bearing capacity and 

hence a lack of risk capital which may catalyse more investment by other actors. To this end, the 

European Fund for Strategic Investments (EFSI) has been established, backed by a €16 billion guarantee 

from the EC and capital of €5 billion by the EIB. EFSI will mainly invest in projects in the area of long-term 

infrastructure and in support of Small and Medium Enterprises. It is set to mobilize a projected €315 

billion. Along with EFSI, a European Investment Portal is currently under development which will serve 

the purpose of matching interests of projects and investors, and will thereby ensure that the mobilized 

funds will effectively reach the real economy. In order to improve the investment environment in the EU, 

these measures are accompanied by efforts to enhance their regulation. 

The Japanese-driven Partnership for Quality Infrastructure (QI) rests on the conviction that the joint 

promotion of infrastructure investment for inclusive quality growth is an important element of a win-win 

collaboration involving all stakeholders. As put forward by Mr. Yamada from the Japan International 

Cooperation Agency Research Institute (JICA-RI), the Japanese government and its partner will provide 

US$110 billion over the next 5 years. The Partnership for Quality Infrastructure puts its focus on three 

pillars. While technical assistance will be increased substantially– specifically through boosting ODA 

loans to Asian countries, and providing guarantees as well as capital for PPP projects– deeper 

collaboration with the Asian Development Bank (ADB) will seek to increase ADB’s lending by up to 50%. 

Lastly, the Japan Bank for International Cooperation (JBIC) will aim to double its supply of funding to 

high-risk projects. In total, these measures are expected to amount to an increase of 30% in Japanese 

infrastructure spending.  

The Eurasia Initiative, proposed by the government of the Republic of Korea (RoK), rests on three basic 

considerations: A growing belief that Eurasian countries have gained significance due to their strong 

economic growth and that the emergence of Mongolia will make a better connection of these countries 

with Asia tremendously beneficial, while the plan, according to Mr. Lee Sangmok of the Ministry of 

Strategy and Finance as well as Mr. Lee Sungwoo of the Korea Maritime Institute, may also be seen as a 

pre-emptive response to the rise of mega-FTAs. Lastly, the government of the RoK sees the Eurasia 

Initiative as a means to achieving peace and stability throughout the region in general and on the Korean 

peninsula in particular. The initiative aims to promote the development of basic infrastructure and to 
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thereby expand trade. Moreover, it seeks to promote joint development in agriculture and fishery, and to 

strengthen cooperation for resource development and transportation. According to both speakers from 

Korea, the government is not planning on carrying out the strategy by itself, but rather actively strives for 

cooperation with other initiatives, such as the Chinese B&R Initiative and the Russian New Eastern Policy.  

In discussions during the event, various topics were touched upon of which the following aspects may be 

understood as key take-aways:  

The Eurasian countries have moved into the spotlight of all the initiatives proposed by Asian countries. 

Consensus thus seems to have been reached over the growing significance of these countries in 

connecting Europe and Asia. Not only are they located in a strategically important area, linking the world’s 

economically most dynamic area with Europe, but they themselves have been witnessing increasingly 

more active economic activity within their region. Moreover, the importance of comprehensible 

infrastructure development – as termed by Mr. Auge of GIZ – for achieving high-quality and inclusive 

growth has been stressed by all of the participants. In this context, the results of the studies presented by 

Mr. Yamada, Research Fellow at the JICA-RI, and Mr. Wignaraja, Advisor at the ADB, were of 

outstanding importance. While Mr. Yamada presented research by the JICA Research Institute, showing 

the returns to education to be increasing in the presence of high-quality infrastructure, Mr. Wignaraja 

introduced research by the Asian Development Bank, projecting welfare effects of US$600 billion by 

linking the sub-regions of South-East Asia and South Asia through infrastructure development. Of 

particular high interest and stressed by various speakers was the finding that small countries tend to 

benefit stronger – in relative terms –from infrastructure development than their larger neighbours.  

These very basic common denominators may lay the foundation for future cooperation; however, the 

most profound obstacle to cooperation remains a lack of credible information about the different initiatives. 

While the overall motives of the initiatives are generally known, more details have in most cases not been 

put forward by the respective administrative bodies. Efforts as undertaken by Prof. Dong Xuebing of the 

China Academy of West Region Development, who attempted to compare the “Belt and Road” Initiative 

and the EU Investment Plan, are a worthwhile endeavour and were thus highly welcomed by the 

roundtable’s participants. Nevertheless, it becomes increasingly clear that crucial technical information is 

missing, and that comparisons and the search for areas of overlap remain somewhat superficial. While it 

is widely known that all of the discussed initiatives aim to solve looming problems associated with the 

infrastructure investment gap, we are at this point only able to speak rather broadly about the strategies 

and next steps of each initiative.      

Extensive knowledge on both sides is, however, an important prerequisite to establishing some form of 

cooperation, as was concluded in the final discussion. More importantly, it may prevent cases of 

unintended interference which may otherwise occur due to a lack of information. Moreover, knowing their 

respective strategy and focus is the basis for a deeper analysis of the comparative advantages of each 

initiative. This in turn, would make way for efficiency gains, as illustrated by Mr. Vandenberg of the ADB 



Support for Economic Cooperation in Sub-Regional Initiatives in Asia 11 

 

Institute (ADBI) by comparing ADB and World Bank funding in Asia, and thereby showing that one can in 

fact identify a regional focus of each institution. While the World Bank is heavily involved in India, 

Pakistan and Indonesia, ADB’s funding far exceeds the World Bank’s funding in Bhutan, Cambodia and 

Nepal. Deriving from these numbers, we may come to the conclusion that the World Bank has gathered 

more country expertise in India, Pakistan and Indonesia in comparison to ADB, while the latter could 

more likely be considered an expert in the context of Bhutan, Cambodia and Nepal. Keeping in mind that 

some institutions possess a comparative advantage in certain contexts, it seems very sensible to take 

advantage of this particular institution’s knowledge in a win-win cooperation scheme.  

Extensive knowledge about the other initiatives’ comparative advantage is even more important to 

prevent a lose-lose scenario which might occur when competition amongst the initiatives prevents both 

initiatives from reaching their respective goals. However, discussants concurrently stressed the 

importance of a certain degree of competition amongst donors as it generally benefits recipients to 

possess incentives which drive donors to perform well. 

The discussants additionally raised the question whether these newly surging initiatives could effectively 

learn from best practices of existing mechanisms. In this context, some promising examples were 

presented by the participants, the Mutual Reliance Initiative (MRI) presented by Mr. Nae of the European 

Investment Bank being one of them. The MRI essentially is an efficient tool enabling the division of labour 

between the EIB, the German Kreditanstalt für Wiederaufbau (KfW) and the French Agence Francaise de 

Développement (AfD). It allows one of the three institutions to be the head financier of a given project, 

while the remaining two institutions may join regardless of their different legal structure and regulation. 

Another instrument, which was judged by participants to be particularly innovative, is the development of 

regional bond markets, as suggested by Mr. Wignaraja.  

All in all, it can be said that information sharing and constant dialogue are of utmost importance in moving 

forward. Events, such as this roundtable, are essential to this end and will play a decisive role in 

determining whether win-win cooperation will indeed be feasible among these ambitious initiatives.  



Table 1: Overview of Infrastructure Investment Initiatives

Initiative “Belt and Road” Initiative EU Investment Plan Partnership for QI Eurasia Initiative 

Initiator/ 

Driving force 

Proposed by the government of 
the PR China 

Initiated by the European 
Commission, in cooperation with 
the European Investment Bank 

Proposed by the government of 
Japan 

Initiated by the government of the 
Republic of Korea  

Focus Geographically widespread, 
including most of Asia, and parts 
of Africa and Europe 

Limited to the European Union as 
well as adjacent states 

Limited to Asia Potentially involving Northeast 
Asia and especially the Eurasian 
countries 

Financial capacity Initial capital of US$190 bn.  €16 bn. guarantee by European 
Commission, €5 bn. capital from 
EIB: set to mobilise €315 bn. 

Initial capital of approximately 
US$110 bn.  

Unclear at this moment. 

Supporting 
institution(s) 

Backed by the Asian Infrastructure 
Investment Bank (AIIB), the Silk 
Road Fund, the New Development 
Bank (NBD), as well as other 
Chinese development banks 

Backed by the European 
Investment Bank (EIB) as well as 
the European Commission.  

Backed by the Japan Bank for 
International Cooperation (JBIC) 
as well as the Asian Development 
Bank (ADB) 

Unclear at this moment. 

Goal Revive the ancient silk road, link 
Asian Economic circle with the 
European and thereby promote 
Asian hinterland development in 
Eurasia 

1) Mobilise finance 

2) Make finance reach the real 
economy 

3) Improve the investment 
environment 

Promote infrastructure investment 
for inclusive quality growth in Asia 

Create transport-logistics network, 
digital network, and cultural and 
human resource exchange, 
especially in the Eurasian 
countries to connect them to the 
Pacific 

Mechanism Two routes: 

1) Land-based route connecting 
China’s Northwestern provinces 
with (Western) Europe via the 
Eurasian countries, Turkey and 
Eastern Europe.  

2) Maritime route connecting 
China’s Southern coastal cities 
with Europe via the Strait of 
Malacca, India, Kenya, the Suez 
Canal and Greece. 

Three pillars: 

1) European Fund for Strategic 
Investments (EFSI) receiving 
€16bn from EC and €5bn from EIB 

EFSI/EC/EIB decide which 
projects receive funding 

2) European Investment Portal 
matching interests of projects and 
investors 

3) Improvement of regulations 

Three pillars: 

1) Increase of Japanese ODA 

2) Deepened collaboration with 
ADB, increase of ADB’s lending of 
up to 50% 

3) Doubling of JBIC’s funding of 
high-risk projects  

Three pillars: 

1) Promotion of basic 
infrastructure development 

2) Promotion of joint development 
in agriculture and fishery 

3) Strengthening of cooperation 
for resource development and 
transportation 

Further Information http://en.ndrc.gov.cn/newsrelease/
201503/t20150330_669367.html 

 

http://ec.europa.eu/priorities/jobs-
growth-
investment/plan/index_en.htm and 
http://www.eib.org/about/invest-
eu/index.htm?lang=en 

http://www.meti.go.jp/english/pres
s/2015/0521_01.html 

http://www.mofa.go.kr/webmodule/
htsboard/template/read/engreadbo
ard.jsp?typeID=12&boardid=302&
seqno=315462&c=&t=&pagenum=
1&tableName=TYPE_ENGLISH&
pc=&dc=&wc=&lu=&vu=&iu=&du= 

http://en.ndrc.gov.cn/newsrelease/201503/t20150330_669367.html
http://en.ndrc.gov.cn/newsrelease/201503/t20150330_669367.html
http://ec.europa.eu/priorities/jobs-growth-investment/plan/index_en.htm
http://ec.europa.eu/priorities/jobs-growth-investment/plan/index_en.htm
http://ec.europa.eu/priorities/jobs-growth-investment/plan/index_en.htm
http://www.eib.org/about/invest-eu/index.htm?lang=en
http://www.eib.org/about/invest-eu/index.htm?lang=en
http://www.meti.go.jp/english/press/2015/0521_01.html
http://www.meti.go.jp/english/press/2015/0521_01.html
http://www.mofa.go.kr/webmodule/htsboard/template/read/engreadboard.jsp?typeID=12&boardid=302&seqno=315462&c=&t=&pagenum=1&tableName=TYPE_ENGLISH&pc=&dc=&wc=&lu=&vu=&iu=&du
http://www.mofa.go.kr/webmodule/htsboard/template/read/engreadboard.jsp?typeID=12&boardid=302&seqno=315462&c=&t=&pagenum=1&tableName=TYPE_ENGLISH&pc=&dc=&wc=&lu=&vu=&iu=&du
http://www.mofa.go.kr/webmodule/htsboard/template/read/engreadboard.jsp?typeID=12&boardid=302&seqno=315462&c=&t=&pagenum=1&tableName=TYPE_ENGLISH&pc=&dc=&wc=&lu=&vu=&iu=&du
http://www.mofa.go.kr/webmodule/htsboard/template/read/engreadboard.jsp?typeID=12&boardid=302&seqno=315462&c=&t=&pagenum=1&tableName=TYPE_ENGLISH&pc=&dc=&wc=&lu=&vu=&iu=&du
http://www.mofa.go.kr/webmodule/htsboard/template/read/engreadboard.jsp?typeID=12&boardid=302&seqno=315462&c=&t=&pagenum=1&tableName=TYPE_ENGLISH&pc=&dc=&wc=&lu=&vu=&iu=&du
http://www.mofa.go.kr/webmodule/htsboard/template/read/engreadboard.jsp?typeID=12&boardid=302&seqno=315462&c=&t=&pagenum=1&tableName=TYPE_ENGLISH&pc=&dc=&wc=&lu=&vu=&iu=&du
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II. Concept Note 

Today's world is more than ever in need of powerful infrastructure due to increasingly globalised value 

chains. Especially in Asia there is presently a huge gap between the high demand for investment in 

infrastructure and inadequate supply, leading to the emergence of several regional infrastructure 

investment initiatives. The status quo raises the critical question whether a multilayered approach will 

result in a win-win or, dangerously, a zero-sum outcome. Cooperation between regional investment 

initiatives has the potential of making use of synergy effects to create significant benefits, such as saving 

costs, optimising the use of scarce resources, as well as maintaining long-term stability. Yet, as 

experience shows, synergetic gains cannot be achieved without dialog between stakeholders at various 

levels. The roundtable is therefore set up to address some key issues concerning cooperation and 

coordination between the investment initiatives and possible modes of cooperation. 

 

Background: For a Better Infrastructural Connectivity in Asia 

According to ADB, Asia needs a total of US$ 8 trillion in infrastructure investment between 2010 and 2020. 

This high demand for investment and the concurrent lack of supply has led to the emergence of several 

regional initiatives which all aim at meeting the demands for investment in domestic and cross-border 

infrastructure in terms of transportation, telecommunication and energy networks. In Asia, regional 

infrastructure investment initiatives have been unfolding rapidly. Yet, it is worth pointing out in this context 

that the notion of "regional infrastructure investment initiative" is very broad as it comprises national and 

multilateral strategies, as well as funds and organizations dedicated to fostering regional infrastructure 

investment, as can be seen below.  

 ASEAN: Master Plan on ASEAN Connectivity (2010-2015 and 2015-2025) promoting physical, 

institutional and people-to-people connectivity among its member states (financed through the 

ASEAN Infrastructure Fund of US$ 485.3 million). 

 Eurasian Economic Union: The Russian Federation, Belarus, Armenia, and Kazakhstan formed 

the Eurasian Economic Union in which the economic integration of member states highly 

depends on infrastructure development. 

 The People's Republic of China has turned the world's attention toward infrastructure 

investment with its “Belt and Road” initiative, accompanied by the Silk Road Fund and the Asian 

Infrastructure Investment Bank (total commitment of US$ 140 billion through the Silk Road Fund, 

US$ 40 billion, and the Asian Infrastructure Investment Bank, US$ 100 billion). 

 Japan: Shortly after the establishment of the AIIB, the Japanese government announced their 

infrastructure investment plan – the Partnership for Quality Infrastructure (commitment of 

expectedly more than US$ 110 billion). 
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 Republic of Korea (RoK): In 2013, the Korean President, Ms. Park Geun-hye, expressed her 

vision of a Eurasian Initiative and called for collective efforts to connect Eurasian countries, 

thereby potentially creating a single market that would rival the European Union.  

 The European Union plans to boost investment in key areas, such as infrastructure, with the 

European Fund for Strategic Investments (EFSI) which is expected to mobilise resources of € 315 

billion in the coming three years. At the 17th EU-China Summit, the President of the European 

Commission, Jean-Claude Juncker, and the Chinese Premier, Li Keqiang, recently agreed to 

combine forces in order to support each other’s' investment initiatives. 

Where does this increasing number of regional infrastructure investment initiatives lead to? Theoretically, 

possible outcomes are lying on a spectrum defined by three positions: 

 Win-win situation: In the light of the immense infrastructure gap, every contribution to closing it is 

beneficial and should be welcomed, following the motto: "the more, the better". The establishment 

of infrastructure investment initiatives would in such a scenario lead to a situation in which 

everyone is better off. 

 Zero-sum outcome: To realise their respective objectives and attract financial resources, the 

gains of one are possibly obtained at the expense of the other. 

 Lose-lose outcome: The worst outcome of competition which leaves all parties worse off because 

they are trying to pursue their own interests, leading to no-one being able to achieve their 

respective goals (purpose-defeating competition). 

In view of the possibility of a zero-sum outcome or worse, coordination instead of competition is 

imperative, as only by that synergy effects can be achieved. At the same time a win-win situation is no 

inevitable outcome and has to be worked on and managed wisely. 

 

Cooperation and Coordination for Synergy 

Cooperation is a concept on a wide-ranging spectrum. The lowest level would be themere sharing of 

information, for example by making raw data on investment flows available to each other, or exchanging 

information deriving from a needs analysis. A higher degree of cooperation involves the sharing of 

knowledge, for instance through preparing and disseminating experiences. A third step is the coordination 

of actions by enhanced communication and taking the other’s motives and actions into account in one’s 

own decision-making processes. Last of all, the highest degree of cooperation would certainly be full-

scale collaboration, with all concerned parties working together and making the best use of their 

respective comparative advantages. This last level allows for the greatest benefits in win-win cooperation, 

while also being the most demanding in terms of coordination efforts. 

Which degree of cooperation is considered desirable may depend on the particular field of a project. 

While decision-makers might in some projects choose to only share information, they might in other cases 
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be willing to join in project implementation. Determining which degree of cooperation is the most desirable 

and what is feasible thus depends on the particular circumstances of any given project. 

In regard to regional infrastructure investment initiatives, two main challenges can be identified which 

determine the possible fields of cooperation, namely different objectives and scarce financial resources. 

Challenge of different objectives: This challenge is a result of the fact that there are many different 

goals which may be pursued when engaging in infrastructure development: fueling economic growth, 

increasing and diversifying trade, fostering development, or creating peace and stability. In fact, infra-

structure investment which spurs economic growth does not necessarily contribute to a poor region's 

development. A high-speed train passing an impoverished village hardly benefits the people’s livelihood. 

Trade does not automatically lead to peace and stability, and the latter may even be a prerequisite for the 

former. As limited financial resources need to be spent consciously, trade-offs between conflicting 

objectives need to be taken into account. Cooperation helps making possible conflicts transparent, and is 

needed to consult on objectives. 

Challenge of scarce financial resources: The estimates of the infrastructure gap underline that 

financial resources are scarce. This challenge can be met from two sides: Either by enlarging the 

available financial resources, or by reducing the amount of capital needed. Public-Private Partnerships 

(PPPs) are one way to leverage governments' financial means – which is particularly important in times of 

high sovereign debt. Enhanced infrastructure productivity is a way to reduce the required amount of 

investments and helps spending scarce resources with a higher impact. Which modes of cooperation can 

be applied so that regional infrastructure investment initiatives make the best use of the available 

resources? This roundtable marks a valuable opportunity for knowledge exchange about best practices of 

infrastructure financing, and opens up a stage for future cooperation. 

 

A Common Vision: Aligning Objectives 

Infrastructure is a broad concept, and comprises energy and telecommunication networks, as well as 

roads, ports, airports, schools, hospitals, and sewage systems. Infrastructure is thus like a toolbox rather 

than a single tool, and the choice of a tool depends on the purpose of the action taken. 

Trying to achieve multiple goals at the same time with infrastructure is a misleading simplification and 

calls for a more differentiated analysis. The following list therefore aims at sensitising all actors involved to 

different goals within the infrastructure context while specifically focusing on possible conflicts and trade-

offs. 

Economic growth (supply side): Modern infrastructure is a crucial prerequisite for a productive business 

environment. Every industry relies on the availability of roads, ports, and electricity and 

telecommunication networks in order to create economic value. Regional infrastructure is a public good 

with particular high positive externalities, but it concurrently poses the risk of free-riding as it is almost 
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impossible to exclude individual firms from benefitting. Moreover, infrastructure for growth does not follow 

the principle “the more, the better” as over–investment typically leads to overcapacities with low marginal 

returns and high sunk costs. 

Economic growth (demand side): Investment in infrastructure can be an effective fiscal policy tool for 

governments to stimulate short-term demand in times of economic downturn. However, the short-term 

effectiveness of this tool also depends on the duration of project planning and approval processes. A 

country's economic structure and preconditions determine what kind of infrastructure constitutes the 

optimal target for short-term public investment. In some cases, investment in the modernisation of an 

energy network may thus be the best choice, while in others it might be the construction of a new road. 

This aspect already illustrates that the kind of infrastructure, which is suitable as a fiscal policy tool, is not 

necessarily the best choice to improve the business environment. Also, there is the possibility to use 

infrastructure investment to boost domestic industries by engaging in projects at home or abroad. But 

what if, what is supplied most cost-effectively is not the same as what is needed the most? For instance, if 

a country's IT industry is especially competitive internationally, this country might call for investment in 

broadband infrastructure, even though water sewage may be what is primarily needed. 

Expansion of trade: Along with low tariffs and non-bureaucratic customs procedures, fast, efficient, 

reliable, and seamless infrastructure connections are essential for a smooth flow of goods between 

producers and markets. For that reason, infrastructure is crucial for trade, and in turn trade is an important 

driver of economic growth. However, analysing the isolated relationship between trade and infrastructure 

- thereby leaving infrastructure’s secondary effect on economic growth aside - leads to quite different 

implications for infrastructure development. Infrastructure defines trade routes and thereby has the 

potential to divert trade away from other countries. Infrastructure and trade flows therefore create 

interdependencies and reflect existing balances of power. This is fundamentally different from the 

infrastructure which increases economic growth as a regional public good from which no one can be 

excluded. A modernised trade route possibly takes away trade from another trade route without 

increasing the overall volume of traded goods - a classical zero-sum situation. 

Poverty reduction: The majority of the world's poor live in rural areas which are remote and often lack 

basic infrastructure. Lifting people out of poverty and developing economic opportunities cannot be 

achieved without building infrastructure. However, infrastructure needed for development is not the same 

as the one needed for trade or economic growth. Connecting a country's economic centres to the regional 

or global market(s) might be the best way to raise its level of GDP. However, it might still not raise the 

levels of development for the entire country. Instead, schools, hospitals and water supply networks may 

be what is needed in order to raise people's living conditions, not airports, high-speed railway connections, 

and fibre glass cables. Moreover, development studies have highlighted the importance of "soft" 

infrastructure – such as laws, regulations, government institutions, and human capacities – for 

development. Nevertheless, some regional infrastructure investment initiatives tend to focus on "hard" 



Support for Economic Cooperation in Sub-Regional Initiatives in Asia 17 

 

infrastructure. Additionally, the question of sustainable development is highly relevant. Is the recipient 

able to maintain the provided infrastructure? Does investment increase the debt structure in an affordable 

way? 

Peace and stability: Cross-border regional infrastructure literally binds countries together and this 

interdependence is said to make inter-state conflicts irrational. Additionally, increased cultural exchange 

along infrastructure corridors increases mutual-understanding and tolerance. The same argument can be 

made for domestic infrastructure projects which, for instance, reduce imbalances between different 

regions and thereby foster domestic peace and stability. This argument is not new and sounds indeed 

convincing. Yet, there are at least three problems in regard to this objective: First and foremost, there is 

the typical chicken and egg problem. Peace and stability is as much a prerequisite for infrastructure to 

function properly as infrastructure is one for peace and stability. What to start with then? Second, there 

are negative side-effects of connectivity, such as an increase in human trafficking, spread of diseases etc. 

Third, there is in fact only little empirical evidence that pure economic interdependence has historically led 

to the avoidance of inter-state conflicts. 

 

Optimisation of Scarce Financial Resources 

Scarce financial resources are a constant challenge for policy-makers, especially in regard to 

infrastructure investment. For that reason, coordination between regional infrastructure investment 

initiatives can open up immense opportunities if synergies are thereby being created and utilised. The 

solution to the challenge of scarce financial resources is split into two parts: increasing the supply of 

capital and enhancing infrastructure productivity. 

Supply of capital: Asia is a region with vast savings, but these savings need to be mobilised for 

infrastructure projects as savings are largely held by private actors. For political reasons, many 

governments spend most of their domestic resources on domestic infrastructure projects. Regional 

projects thus require the mobilisation of regional resources - multilateral development banks and regional 

financing vehicles are thus crucial to pooling resources effectively. Integration through the creation of 

regional bond and equity markets has already begun to take place, but there like efforts need to be 

stepped up in order to meet the high demand of infrastructure investment in Asia. 

Especially in the light of high sovereign debt levels, it becomes clear that more infrastructure is needed 

than governments alone can deliver. Currently, private investors fail to fill the gap. This is due to the fact 

that infrastructure projects are characterised by high up-front costs and revenue streams which are in 

contrast spread over a long period of time. In addition, capital rules such as "Basel 3" have reduced the 

incentives and the scope for big banks to engage in lending activities for infrastructure projects. At the 

same time, however, the world has been experiencing an ongoing period of very low interest rates which 
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makes capital cheap and alternative investments more attractive, and consequently provides a unique 

opportunity to boost private investment in infrastructure. 

Cooperation between regional infrastructure investment initiatives in order to attract private investors is 

crucial for many reasons. First of all, investors need regulatory certainty and non-discriminatory 

investment protection schemes which can only be reached through continuous efforts to harmonising 

regional regulatory frameworks. This highly complex endeavour can be facilitated by making use of 

existing knowledge – which is to be found in the European Union, for instance – in the interest of all 

participating countries. 

Second, private investors are interested in stable returns, low volatility, and a transparent line of projects. 

Bundling projects to create viable investment opportunities which fit into different investors' portfolios can 

therefore be a critical aspect to attracting private investors. 

Third, risk calculation is crucial for investment decisions. In regard to infrastructure investment, this 

includes economic, operational, political, security, currency, and macro-economic risks. How can risks be 

estimated accurately and managed effectively? The uncertainty of infrastructure projects can only be 

reduced through the gathering of all relevant information connected to it. Therefore, regional infrastructure 

investment initiatives can benefit massively by sharing there like information with each other which leads 

to more accurate risk assessments. Of course, a precise risk assessment is especially important for 

private investors, but almost equally important for governments. 

Infrastructure productivity: Making the most of financial resources – that is the simple formula for 

infrastructure productivity. The McKinsey Global Institute estimated that worldwide US$ 1 trillion can be 

saved every year if measures were taken to increase infrastructure productivity by improving project 

selection and optimising infrastructure portfolios, streamlining delivery, and making the most of existing 

infrastructure.
1
 Also, regional initiatives infrastructure needs should be analysed as a whole and not 

project-wise so that inefficiencies and over-capacities can be minimised. This, however, implies significant 

coordination efforts and detailed planning procedures which are required in order to optimise 

infrastructure portfolios and reduce risks of inflated costs which would otherwise occur because of 

changes and delays later on. 

Regional cooperation between different initiatives also increases the chances to gain from 

complementarities and competitive advantages. Productivity can be largely augmented when joint 

solutions are developed on how to design, build, run, and maintain infrastructure on a cost-effective basis. 

This may include work sharing between companies from different countries. Finding the best solution can 

be done by market based competition. Again, this competition needs to be managed wisely in order to 

guarantee a fair and transparent process.  

                                                                    
1
McKinsey Global Institute (2013): Infrastructure productivity: How to save $1 trillion a year. 

http://www.mckinsey.com/insights/engineering_construction/infrastructure_productivity  

http://www.mckinsey.com/insights/engineering_construction/infrastructure_productivity
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DAY 1 

III. Session 1: Enhancing Connectivity as Development Policy Priority - Regional 

Infrastructure Investment Initiatives 

 

In the first session, the diverse infrastructure investment projects which have recently been initiated in 

Asia and Europe were introduced. Informing each other about the background, goals, and objectives of 

the different strategies served as a first step towards the identification of possible overlaps and thus 

cooperation opportunities, but also challenges due to the initiatives’ diverse mandates and capacities. 

This exchange of information was then complemented by a presentation on the economic and 

developmental opportunities which arise from linking different world regions.  

 

 

3.1. Regional Investments in Eurasia 

Tashenov Ardak, Head of Strategic Analysis and Monitoring Unit, Strategy and Research  

Department, Eurasian Development Bank 

 

As a development institution, the Eurasian Development Bank (EDB) has 

focused on financial activities and research which help to promote economic 

growth in the Bank’s member states by encouraging sustainable long-term 

development and economic integration. The Eurasian Development Bank 

was established in 2006 by the Russian Federation and the Republic of 

Kazakhstan, and operates on a territory between Western Europe and the 

PR China, totalling 20 million km
2
 with a population of 185 million people. 

Today, the EDB has six Member States: Armenia, Belarus, Kazakhstan, 

Kyrgyzstan, Russia, and Tajikistan. The EDB’s capital totals US$7 
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billion, including US$1.5 billion in paid-in capital and US$5.5 billion in callable capital; its investment 

portfolio is about US$5 billion. The EDB further manages the resources of the Eurasian Fund for 

Stabilization and Development (EFSD). Through its investment activity, the Bank is to facilitate the 

development of market economies, economic growth, and the expansion of trade and other economic ties 

within and between its member states. The Bank strives to become a consolidating element within the 

region’s financial infrastructure, and a catalyst for the expansion of integration processes in the territory of 

its member states by financing investment projects with an integrating effect on mutual trade and 

investments, and fostering the EDB’s member states’ sustainable economic growth, modernisation, and 

improvement of the national economies’ competitiveness through infrastructure development. Moreover, 

the EDB aims to improve its member states energy efficiency by financing recourse, as well as energy 

conservation and saving projects.  

As of June 2015, the majority of the EDB’s investment projects have been carried out in Kazakhstan with 

39.9% of the current portfolio, while Russia accounted for 32.6%, Belarus for 21.1% and all the other 

member states for less than 2 % each, as can be seen in Figure 1: 

Figure 1: The EDB’s Current Investment Portfolio by Country, June 2015 

 
Source: EDB 2015. 

Also, as can be seen in Figure 2, infrastructure projects constitute the largest share in the EDB’s 

Investment Portfolio with 43.6%, including Transport with 20.4%, Energy with 19.2%, and other 

infrastructure with 4%. Other major investments have been made in Mechanical Engineering with 15.1%, 

the Financial Sector with 12.8%, and Metallurgy with 9%. 
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Figure 2: The EDB’s Current Investment Portfolio by Sector, June 2015 

 
Source: EDB 2015. 

 

To be precise, main infrastructure projects in the region include: 

Table 2: Main Infrastructure Projects in Central Asia 

Project  Amount of EDB credit 

(in Million US$ ) 

Ekibastuz GRES power plant  478.5 

Western High-Speed Diameter toll road project in St Petersburg  335 

Rail automated control system 157.5 

Polotsk hydro power plant 100 

Pulkovo Airport 90 

First wind power plant  93 

Heat Pipeline on the Kola Peninsula 65 

Interregional Power Transmission Line, Batys Transit  51.5 

Bishkek combined heat and power plant  30 

Magadan sea trading port  26.5 

Turgusun hydro power plant 26 

 

Additionally, the management of the EurAsEC Anti-Crisis Fund (EAF) has a huge potential in regard of 

infrastructure financing. The Fund has two main instruments: financial credits and investment loans. 

Financial credits are granted in order to finance budget deficits as well as to support balance of payments 

or national currencies. Investment loans can be used to finance the interstate investment projects.  
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Main infrastructure projects in the region in this context include: 

 

Table 3: Main Infrastructure Projects in Central Asia 

Project Amount of EFSD credit 

(in Million US$ ) 

Armenia. Construction of the North-South Road Transport Corridor Stage IV  150 

Kyrgyzstan. Bishkek-Osh Road Rehabilitation  60 

Kyrgyzstan. Rehabilitation of the Toktogul hydro power plant  75 

 

Current infrastructure investment projects in the EDB’s member states are characterised by their 

enormous energy and transit potential (resources, main markets).  

In fact, Central Asian countries possess an impressive energy potential. However, not all countries in the 

region support the regime of jointly operating their power systems which hinders both energy security as 

well as the efficient use of water in the region. Consequently, the economic losses due to the isolated 

operation of national energy systems are significant which is why there is already a deficit of electricity 

within the region. Moreover, the projected growth of Kazakhstan’s and its neighbours’ economies will 

increase this deficit.  

Financial and economic crises over the past 25 years have caused low investment activities and a high 

level of infrastructure depreciation within the region. In fact, traffic growth accelerates infrastructure 

depreciation, while infrastructure projects have longer payback periods, their profitability is mostly 

relatively low and often even close to zero. As the costs of these projects are therefore of great 

importance, PPP-based project funding is of high potential in this respect. 

Also, the processes of regional integration (EEU, SCO) and WTO accession which are currently taking 

place within the region facilitate not only trade flows but also the development of the regional 

infrastructure. In fact, economic integration between states highly depends on infrastructure development. 

New initiatives, such as the “Belt and Road” Initiative and the Asian Infrastructure Investment Bank, 

become a source of investment in the infrastructure of the EEU during the period of economic crisis. Yet, 

perspectives of cooperation with other Regional Infrastructure Investment Initiatives are presently rather 

limited in the EEU context. 

Nevertheless, main areas of possible cooperation include: 

 Transport and transit infrastructure as the central elements of investment activities so that 

developing regions have channels for mutually beneficial trade; 

 Electric power – Russia’s huge energy resources could, for instance, be exported to the PRC; 

 Telecommunication; 

 Special economic zones and clusters; and 
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  Integration of financial markets. 

Yet, there remain certain challenges, for example: 

 Initiators of Investments are primarily interested in domestic projects; 

 The use of new infrastructure is predominantly one-sided serving the exporters of goods and 

importers of mineral recourses; and 

 Geopolitical issues might dominate. 

The economic crisis has significantly affected the financing of infrastructure. In fact, private lenders and 

investors have become far more risk-averse since then. Concurrently, government budgets are not able 

to shoulder the financial burden of implementing major national infrastructure projects. The result has 

been a decline in total new infrastructure projects that are carried out.  

The funding of infrastructure projects through Multilateral Financial Institutions, including the Silk Road 

Fund and the Asian Infrastructure Investment Bank (AIIB), is less dependent on the phase of the 

economic cycle, but more on a sufficient number of well-prepared proposals. Main success factors in this 

context are: 

 A unique project-based approach to each investment project, including high-level consultations;  

 Economic justification and confirmation, including terms, security, and repayment profiles; 

 The legal and financial structuring of the project, including local PPP legislation, and audits ;and 

 Monitoring of project implementation. 
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3.2. Eurasia Initiative of the Korean Government – Global Cooperation in the Era of Eurasia 

Lee Sangmok, Director, Department of International Economic Cooperation, Ministry of  

Strategy and Finance, Republic of Korea 

 

Overview of the Eurasia Initiative 

In October 2013, President Park Geun-hye of the Republic of Korea 

proposed the Eurasia Initiative as the vision of Korea for international 

cooperation, peace, and prosperity. In fact, the initiative is Korea’s new 

cooperation strategy to enhance economic growth and achieve 

sustainable peace and prosperity in Eurasia.  

The importance of intra-Eurasian cooperation has been emphasized for 

many reasons. Eurasia includes a number of top ten economic 

powerhouses such as the EU, China, Russia, and India. Moreover, while 

the world average economic growth has been at mere 2.8 percent for the 

past ten years, some Eurasian countries, including Mongolia and the Central Asian countries, have out-

performed this number decisively during the same period. 

However, certain challenges have remained in the global economy and need to be observed carefully. 

Countries around the world have accelerated their discussion to lower trade barriers in their region by 

expanding mega-FTAs. This trend implies that, on the one hand, conditions are changing favourably for 

the further facilitation of world trade; on the other hand, trade barriers will become much higher to 

countries which are not adapted to the changing trade environment. They might be faced with new 

barriers in the future. Against this background, Korea estimates that an increase in regional cooperation is 

required in order to fully respond to this trend, and also to ease tensions on the Korean peninsula which 

have been a severe obstacle to the cooperation of Eurasian region.  

Key objectives of the Eurasia Initiative are to transform Eurasia into one continent, a continent of 

creativity and a continent of peace. First, the goal of one continent aims to turn Eurasia into a single 

market and community where trade, logistics, and the movement of energy, technologies, and workforce 

will be conducted freely. The second goal is a continent of creativity. Eurasia is the place where modern 

human civilization was created and scientific discoveries and philosophies blossomed. As such, this goal 

is to re-generate and maximise the synergetic effect of creativity in various fields, including industry as 

well as culture by strengthening regional cooperation. The third goal is a continent of peace. This goal 

aims to ease existing tensions on the Korean peninsula and lay the groundwork for permanent peace in 

this region by starting from promoting regional economic cooperation.  
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As a gateway to connecting Eurasia and the Pacific Ocean, Korea will fully utilise its geopolitical 

advantage and actively facilitate the acceleration of intra-Eurasian cooperation. 

 

Evaluation of Economic Cooperation in Eurasia 

Eurasia provides a huge incentive for cooperation when considering its market size, natural resources, 

and the complementary economic structure between its countries. However, it is true that there are many 

challenges ahead due to the lack of a common physical and institutional infrastructure.  

The bottom line is, however, that Eurasian countries are in a favourable position to cooperate with each 

other as their economic structures are complementary to each other. Specifically, Russia, the Central 

Asian countries and Mongolia have abundant natural resources and workforce, while there is a high 

energy demand in Korea and China. Also, these two countries have advanced industries and experience 

in developing their economies. This demonstrates that intra-Eurasian cooperation is easily possible, 

especially in trade, investment, and technological exchanges. The disconnection of transport and logistics, 

and the lack of infrastructure have been longstanding challenges for cooperation. However, if the 

Eurasian countries combine their comparative advantages, an era of co-prosperity can be brought to 

Eurasia rather soon. 

Directions of the Eurasia Initiative Roadmap 

The plan to implement the ‘Eurasia Initiative’ is the Eurasia Initiative Roadmap which focuses on 

economic issues as these are comparatively easy to agree on. To be precise, regional trade and 

investment are to be facilitated based on inter-modal transport-logistics network, ICT and the Hallyu (the 

Korean Wave) network, which shall ultimately initiate a new era of Eurasian prosperity. 

The Roadmap defines the scope of Eurasia, thereby stating cooperation partners and objectives more 

clearly. To clarify cooperation partners and the scope, the Roadmap considers Commonwealth of 

Independent States(CIS) states, including the Central Asian countries and Russia, as well as China, 

Mongolia and Turkey as partners, as can be seen in Figure 3. 

Figure 3: Regional Scope of the Eurasia Initiative Roadmap 
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Source: Ministry of Strategy and Finance, Republic of Korea, 2015. 

In general, the Roadmap puts its focus on addressing the lack of infrastructure and demand which has 

hindered regional cooperation in the past, and intends to thereby enhance connectivity in Eurasia. The 

Roadmap therefore pursues the establishment of transport and logistics networks, the expansion of trade 

and investment, the improvement of the regional investment environment, and the enhancement of 

industrial cooperation between the Eurasian countries. It also aims to create a greater trade and logistics 

volume in Eurasia, to develop energy and natural resources, and to strengthen transportation cooperation. 

In pursuing regional cooperation, the Roadmap is prepared to consider the characteristics and 

development strategies of other countries, and to find cooperation projects that can bring a win-win 

situation for both countries, as can be seen in Figure 4. For example, Korea wishes to cooperate with 

Russia by jointly investing in the Far East and Siberia, while it intends to, address logistical problems and 

to implement joint development projects with the Central Asian countries in order to facilitate trade and 

investment in the future. 

Figure 4: Strategies for Implementing the Eurasia Initiative Roadmap by Region 
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Source: Ministry of Strategy and Finance, Republic of Korea, 2015. 

 

Tasks of the Eurasia Initiative Roadmap  

The essence of the Eurasia Initiative is to form sectoral cooperation networks among partner countries in 

areas such as transport, logistics, energy, and communications, and to thereby give more momentum to 

economic cooperation in Eurasia, as is depicted in Figure 5. 
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Figure 5: Tasks of the Eurasia Initiative Roadmap 

 

Source: Ministry of Strategy and Finance, Republic of Korea, 2015 

 

The Korean government sees that a strong demand for economic cooperation is the prerequisite to 

forming an economic cooperation network. To this end, the Korean government considers pushing dual 

track cooperation, namely “hard” and “soft” cooperation. This means to create “hard infrastructure”, such 

as the silk road express which connects the Korean Peninsula with Trans-China or Siberia railway, 

electricity networks, industrial complexes, and logistical hubs, and, at the same time, to enhance 

institutional cooperation in ICT, energy, industry, employment, and medical services, which could be 

referred to as “soft infrastructure”. 

 

Current Status and Major Issues of the Eurasia Initiative Roadmap 

To push forward its Eurasian projects, Korea has formed an inter-ministerial consultative body. 

Additionally, a business consultation group in which companies interested in investing in the region can 

participate has been launched. Moreover, a service portal site for these companies has been prepared on 

which the companies can easily access information concerning the Eurasian countries to directly benefit 

from the site when engaging in trade and investment within the region. 
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Also, Korea intends to continue to discuss ways of cooperation through various summits and bilateral 

meetings. The Korean government further plans to actively participate in institutional cooperation 

mechanisms; for instance, the Korea-Central Asia Cooperation Secretariat is currently being established, 

also, the implementation of a cooperation channel with the EEU and joining the Organisation for 

Cooperation of Railways (OSJD) is being discussed.  

Summing up, Korea is implementing the Eurasia Initiative, China the “Belt and Road” strategy, and 

Russia the New Eastern Policy. All these strategies are directed towards one goal which is to make the 

most out of the strengths and opportunities that the Eurasian countries find in and draw from realizing co-

prosperity in the Eurasian region.  

If these countries thus closely cooperate by implementing joint projects, they will be enabled to reach their 

goals much sooner. To this end, the countries need to fully utilise the AIIB and the GTI which will be 

transformed into an international organisation by the end of 2015. By using these tools, they are enabled 

to identify joint development projects and to promote mutual investment more easily.  

In the same way, Korea and Russia will be able to identify concrete methods of investing in the Far East’s 

development more easily by using the Korea-Russia Joint Commission on Economic, Scientific and 

Technological Cooperation. Accordingly, Korea intends to seek ways for joint cooperation with China in 

order to connect the Eurasian Initiative with the ”Belt and Road” strategy. Moreover, with Mongolia and 

the Central Asian countries Korea expects to focus their cooperation on facilitating discussions regarding 

the exploration of Eurasian economic cooperation projects and the removal of various obstacles for 

promoting trade and investment.  

In addition, projects of the Eurasia Initiative Roadmap are not fixed and can be adjusted according to 

environmental change and cooperative demands in Eurasia. 
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3.3. Quality Infrastructure Investment – Japan’s Cooperation and Partnership 

Yamada Eiji, Research Fellow, Japan International Cooperation Agency Research Institute  

(JICA-RI) 

 

In recent years, quality infrastructure investment has emerged as a key 

international policy agenda. The Goal 9.1 of the Sustainable Development 

Goals (SDGs) consequently aims to “develop quality, reliable, sustainable 

and resilient infrastructure, including regional and trans-border 

infrastructure, to support economic development and human well-being, 

with a focus on affordable and equitable access for all”. In most of major 

international meetings such as G20, APEC, and the United Nations, global 

leaders stress the necessity of quality infrastructure. However, why is 

quality infrastructure the central topic of the current dialogue? And, what is 

needed to realise quality infrastructure development? 

 

Implications from Researches by JICA-RI 

As the research wing of JICA, JICA-RI has conducted several research projects to find the implications of 

infrastructure on society. According to these, the existence of infrastructure and its quality have an impact 

on growth and development of society. For example, a study conducted by JICA-RI in Sri Lanka provides 

evidence that infrastructure can contribute to building a more inclusive society. By studying the people in 

the beneficiary area of an irrigation system supported by Japan’s ODA loans, we found that access to 

irrigation had helped this society to reduce income inequality
2
. In addition, it facilitated the accumulation of 

social capital or “trust” among people which was measured by field experiments
3
. 

In another research project, JICA-RI collected a large amount of data on agricultural household panels as 

well as on the quality of infrastructure in agricultural villages in Indonesia. Through this research, we 

found that households with a higher level of education enjoyed a larger income growth
4
. And this effect is, 

in turn, larger for households in villages with improved road quality. In other words, improving and 

keeping the quality of connectivity infrastructure can amplify the returns to educational investment. This 

                                                                    
2
Sellamuttu, S.S., et al. (2013): How Access to Irrigation Influences Poverty and Livelihoods: A Case Study from Sri 

Lanka. JICA-RI Working Paper No. 59. http://jica-ri.jica.go.jp/publication/assets/JICA-RI_WP_No.59_2013-v2.pdf 
3
 Aoyagi, K., Y. Sawada, M. Shoji (2014): Does Infrastructure Facilitate Social Capital Accumulation? Evidence from 

Natural and Artefactual Field Experiments in a Developing Country. JICA-RI Working Paper No. 59. http://jica-
ri.jica.go.jp/publication/assets/JICA-RI_WP_No.65_2014_v2.pdf.pdf 
4
Yamauchi, F., M. Muto, S. Chowdhury, R. Dewina, and S. Sumaryanto (2010): Are Schooling and Roads 

Complementary? Evidence from Rural Indonesia. JICA-RI Working Paper No. 10. http://jica-
ri.jica.go.jp/publication/workingpaper/are_schooling_and_roads_complementary.html 

http://jica-ri.jica.go.jp/publication/assets/JICA-RI_WP_No.59_2013-v2.pdf
http://jica-ri.jica.go.jp/publication/assets/JICA-RI_WP_No.65_2014_v2.pdf.pdf
http://jica-ri.jica.go.jp/publication/assets/JICA-RI_WP_No.65_2014_v2.pdf.pdf
http://jica-ri.jica.go.jp/publication/workingpaper/are_schooling_and_roads_complementary.html
http://jica-ri.jica.go.jp/publication/workingpaper/are_schooling_and_roads_complementary.html
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also implies that a better road quality can motivate people to invest more in education and human 

resource accumulation. 

As these examples show infrastructure can support development in multiple ways. It is therefore 

particularly important to thoroughly plan and implement infrastructure development so that the benefits of 

infrastructure can be maximised. At the same time, keeping and improving the quality of infrastructure is 

indispensable to ensure the longevity of these benefits. Needless to say, infrastructure itself is not a 

purpose – it is one of the policy tools to achieve development goals such as inclusive growth and poverty 

reduction. In this sense, quality infrastructure is an essential component of the current international 

development policy agenda. This is the reason why “quality infrastructure” is always mentioned in every 

major international meeting. 

 

 

 

Lessons from Japan’s Cooperation Experiences 

Then, what do we have to do in order to develop quality infrastructure? Japan has a long history of 

cooperation with countries from all over the world in the context of infrastructure development, using ODA 

and other cooperation facilities. Through these experiences
56

, we have obtained meaningful lessons 

about what we should do in order to develop quality infrastructure. The following examples demonstrate 

effective synergies between ODA and private initiatives.  

In the context of Thailand’s Eastern Seaboard Development Programme, we observed the catalytic role 

of ODA for job creation through FDI. Based on the master plan prepared under the initiatives of the Thai 

government, JICA‘s ODA loans assisted the construction of infrastructure such as new ports and 

highways. Having there like attracted FDI inflows from Japan and other countries, the Eastern Seaboard 

became the base for the development of an automobile industrial cluster and thereby the 'Detroit of Asia' 

with 360,000newly created jobs.  

Qingdao Port, one of the largest ports in China, is a good example of ODA-PPP combination. The 

feasibility study of the port was conducted by JICA experts and Chinese experts. The first phase and the 

                                                                    
5An extensive collection of Japan’s experiences on quality infrastructure investment can be found in MoFA (NY) 
“Quality Infrastructure Investment” Casebook. http://www.mofa.go.jp/files/000095681.pdf 
6

In addition to domestic infrastructures, Japan has been committed to develop cross-border connectivity 
infrastructures. With ASEAN countries, JICA has supported transnational connectivity through the development of 
three corridors: East-West Economic Corridor, Southern Economic Corridor, and Maritime ASEAN Economic Corridor. 
The East-West Economic Corridor connects four countries, Vietnam, Laos, Thailand, and Myanmar through Da Nang 
Port, Hai Van Tunnel, and 2nd Mekong International Bridge. This corridor dramatically shortened the travel time 
between Hanoi and Bangkok from 2 weeks to 3 days. The Southern Economic Corridor is expected to connect the 
major economic centres of Mekong region, Ho Chi Minh City, Phnom Penh, Bangkok, and Dawei. The Maritime 
ASEAN Economic Corridor will develop connectivity among ASEAN islands though development of port, port 
industries, power, and ICT networks. JICA and South Korea conducted a survey on creating a development guideline 
for the ASEAN network of 47 ports and the selection of the 10 highest priority ports. 
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second phase were completed in 1993 and 1999, respectively, using Japanese ODA loans. Then, the 

Qingdao government introduced PPP schemes for the third and fourth phase which were completed in 

2005 and 2010, respectively. At that time, the port contributed to the impressive growth of the Chinese 

Economy as can be inferred from the dramatic increase of annual turnover of the port which is depicted in 

Figure 6. 
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Figure 6: Annual Turnover of Qingdao Port, 1978-2014 

 

Source: JICA-RI 2015, based on http://sd.phb168.com/a/950.html; 
http://www.dzwww.com/2011/sdx/sdyx/qingdao/201110/t20111012_6688172.htm.  

 

In Delhi, the capital city of India, Japan supported the development of the Delhi Metro Rail. This project 

has been very much welcomed by citizens in Delhi because it significantly improved people’s mobility. Not 

only was the scale of investment sufficient to accommodate the large traffic demand, but various soft 

measures have further contributed to the success of the Delhi Metro; these include safety assurance 

during construction and operations, the introduction of green technology and barrier free design, and 

capacity development for time and comfort management. 

In Kenya, several partners cooperated effectively to raise the necessary funds for developing a 

geothermal plant. This cooperation also facilitated the adoption of internationally advanced technologies 

and an eco-friendly design. Currently, both JICA and China’s Exim Bank are working on the extension of 

the Olkaria I Geothermal Power Station. Turbines and generators are financed by Yen loans from JICA, 

whereas the well-drilling is financed by a concessional loan from China’s Exim Bank. This project thereby 

helps Kenya to meet its growing energy demand, while reducing its carbon dioxide emission. 

 

Essential factors of Quality Infrastructure and Japan’s “Partnership for Quality Infrastructure” 

http://sd.phb168.com/a/950.html
http://www.dzwww.com/2011/sdx/sdyx/qingdao/201110/t20111012_6688172.htm
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From these selected examples of Japan’s development cooperation experiences, I can suggest the 

following five essential factors of quality infrastructure investment for inclusive, sustainable, and resilient 

growth. First of all, the investment project should align with national and regional economic and 

development strategies. Secondly, social and environmental outcomes should be duly considered. Thirdly, 

the quality of infrastructure facilities itself should be ensured, including life cycle cost savings and safety 

assurance. Forth, the facilities should contribute to the economy and community in the area where they 

are placed; for example by contributing to local employment. Finally, financing strategies should be 

designed effectively and thus allow the participation of private resources. 

In cooperation with our development partners, Japan has promoted quality infrastructure investment 

which consequently contributed to the inclusive growth of Asia and other regions. The afore-mentioned 

five components of quality infrastructure are very important for achieving international development goals. 

Current international dialogues and various initiatives which are engaged in mainstreaming quality 

infrastructure seem to point into the right direction.  

In May 2015, Japan announced its “Partnership for Quality Infrastructure” in order to support the 

international endeavour for quality infrastructure both in terms of quantity and quality
7
. This includes the 

provision of approximately US$ 110 billion in funds over the following five years which are to be invested 

in quality infrastructure in Asia. In fact, one of the first actions which are implemented in the context of this 

“Partnership” is Japan’s commitment to provide JPY 750 billion in ODA which is mainly dedicated to 

infrastructure projects in the Mekong region. With our partners in the countries of the Mekong region, 

Japan will steadily implement this commitment. 

 

Conclusion 

As Japan’s experiences imply and experiences of other countries and international organisations may 

support, the quality of infrastructure investment is indispensable for realising inclusive, sustainable, and 

resilient growth. In this regard, international cooperation to promote quality infrastructure can be an 

important element for facilitating win-win collaboration among infrastructure investment initiatives. 

  

                                                                    
7
 Importantly, Japan’s cooperation for quality infrastructure investment has not been, and will not be, limited to high-

tech facilities. Even for very basic, low-tech infrastructures, Japan has emphasised importance of quality aspects of 
infrastructure such as proper operation and maintenance as well as social-environmental consideration.  
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3.4. Infrastructure as the Key to Unlocking pan-Asian Integration – The Potential of Improving 

South Asia – Southeast Asia Connectivity 

Ganeshan Wignaraja, Advisor, Economic Research and Regional Cooperation Department,  

Asian Development Bank (ADB) 

 

South Asia and Southeast Asia could gain up to US$ 568 billion in potential investments from 

infrastructure-led regional integration. Consequently, infrastructure is the hot topic in economic 

development in Asia today, and there is an increasingly vivid debate in public policy and media circles 

about the importance of infrastructure in achieving inclusive growth in Asia. 

The world’s most populated and dynamic region has massive unmet 

infrastructure needs of about US$ 8 trillion until 2020; there is a scramble 

for new infrastructure finance from the private sector, and a new regional 

development bank – yet there is limited discussion on the role of 

infrastructure in linking the different parts of Asia. Improving the 

infrastructure which connects South Asia and Southeast Asia is a 

particularly promising regional integration scheme as it can transform the 

lives of millions of people. 

A recent ADB and ADBI study highlights the potential of investments in infrastructure and associated 

software in furthering economic ties between South Asia and Southeast Asia. The study mapped 

emerging economic ties between the two sub-regions, pointed out obstacles, identified critical transport 

and energy projects, and estimated the potential economic effects of closer infrastructure-led regional 

integration.  

One of the study’s most striking findings is that the welfare gains from infrastructure-led integration are 

potentially large, amounting to at least US$ 568 billion for South Asia and Southeast Asia. This is a 

conservative estimate under the best-case deep integration policy scenario. More populous South Asia 

sees a somewhat larger welfare gain of US$ 375 billion or 8.9% of GDP, while Southeast Asia also sees 

notable welfare gains of US$ 193 billion or 6.4% of GDP. Most participating countries show large gains, 

especially the smaller countries in South Asia. These results were simulated using a modern computable 

general equilibrium model to explore alternative policy scenarios involving the South Asian and Southeast 

Asian economies. The best-case deep integration scenario involves: 

1. Removal of all tariffs associated with South Asian and Southeast Asian trade; 

2. A 50% reduction of non-tariff barriers associated with South Asian and Southeast Asian trade; and 

3. A 15% reduction in trade costs reflecting improved trade facilitation and investments in infrastructure. 

The best-case scenario for regional integration would further imply the removal of all tariffs associated 

with South Asian and Southeast Asian trade. 
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Another important finding is that an affordable US$ 73 billion is required to meet the total cost of 

infrastructure investment dedicated to linking the two sub-regions. This figure includes US$ 34 billion for 

railways, US$ 18 billion for roads, US$ 11 billion for ports, and US$ 11 billion for energy trading, as is 

depicted in Table 4 and Figure 7. 

Table 4: Summary of Connectivity-Related Transport and Energy Infrastructure Projects 

Countries 
Road 

Projects 
(km) 

Road 
Projects 

(US$ million) 

Rail 
Projects 

(km) 

Rail 
Projects 

(US$ million) 

Port 
Projects 

(US$ million) 

Energy 
Projects 

(US$ million) 

Total 
(US$ million) 

South Asia 2,271 12,634 772 3,700 5,318 5,000 26,652 

Bangladesh 648 11,064 261 1,604 1,100 500 14,268 

India  1,623 1,570 511 2,096 2,210 4,500 10,376 

Sri Lanka 0 0 0 0 2,008 0 2,008 

Southeast 
Asia 

3,429 5,112 7,021 30,040 5,809 5,500 46,461 

Cambodia 45 85 696 1,276 90 0 1,451 

Lao PDR 1,042 780 1,125 11,465 0 0 12,245 

Myanmar 1,593 1,587 4,247 7,860 5,660 5,500 20,607 

Thailand 569 2,250 824 1,539 59 0 3,848 

Viet Nam 180 410 129 7,900 0 0 8,310 

Grand 
Total 

5,700 17,746 7,793 33,740 11,127 10,500 73,113 

Source: ADB/ ADBI (2015): Connecting South Asia and Southeast Asia, page 15. 

 

Source: ADB / ADBI 2015. 

These estimates were based on a painstaking bottom-up analysis of critical infrastructure bottlenecks and 

the formulation of possible projects to alleviate them. These items cover projects directly related to 

creating new infrastructure between South Asia and Southeast, or upgrading existing cross-border 
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infrastructure. They do not include the cost of infrastructure projects within either South Asia or Southeast 

Asia. 

The study further suggests that financing infrastructure-led integration in the region is problematic and 

public-private sector partnerships (PPPs) could be an important part of the solution. 

Infrastructure investments are notoriously difficult to finance from private financial markets alone. 

Regional projects in particular suffer from classic market imperfections arising from high-risk and long-

gestation periods, public goods aspects (which encourage free riding) and information asymmetries 

between lenders and borrowers. Accordingly, financing infrastructure-led integration between South Asia 

and Southeast Asia would require a combination of deepening Asian financial markets and new 

instruments. Bond markets could facilitate the channelling of Asian savings towards regional 

infrastructure projects, and guarantees for infrastructure project bonds might encourage an increased 

take-up by long-term institutional investors such as pension funds. Likewise, PPPs have notable potential 

as a vehicle for infrastructure financing in the region’s more developed economies. 

Consequently, the demand and the supply side of PPP financing need to be tackled. Creating a few 

demonstration test-run PPP projects backed by capacity building and advisory services could increase 

demand for PPPs, while improving political risk guarantees, transparency, regulatory framework, 

coordination support and governance of PPP projects could stimulate the supply of PPP funds. 

Partnering with the private sector could be part of the solution to financing infrastructure-led integration 

between both regions. The ADB-supported North Luzon Expressway Rehabilitation and Expansion 

Project in the Philippines, for instance, is considered to represent an example of a successful PPP. 

Linking South Asia and Southeast Asia – to create a regional market of 2.3 billion people – is a 

cornerstone of eventual pan-Asian integration and thus rising prosperity. An innovative regional 

infrastructure scheme with transport and energy projects at its core can provide the requisite hard 

connectivity. Its financing is possibly challenging, but public sector investments by governments coupled 

with infrastructure project bonds and PPPs represent ways forward. 

The time seems right for such a bold venture. The slowdown in growth in the People’s Republic of China 

means that other parts of Asia, like South Asia and Southeast Asia, offer opportunities for notable growth. 

Furthermore, the opening-up of Myanmar – the key land bridge between the two sub-regions – enables 

closer infrastructure-led regional integration. 

South Asia-Southeast Asia integration is no longer a pipe dream; instead it can become a reality with 

consequent national and regional policy attention. 

Reference 

ADB/ ADBI (2015): Connecting South Asia and Southeast Asia, Tokyo/ Manila: Asian Development Bank / Asian 

Development Bank Institute; accessible via http://www.adb.org/publications/connecting-south-asia-and-southeast-

asia (3.28Mb)  

http://www.adb.org/publications/connecting-south-asia-and-southeast-asia
http://www.adb.org/publications/connecting-south-asia-and-southeast-asia
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IV. Session 2: Multilayered Regional Infrastructure Development Plans 

 

Highlighting the potential roles of sub-regional and extra-regional players, different aspects concerning 

the successful implementation of regional infrastructure investment initiatives were presented in this 

session. 

 

4.1. Cooperation as Key Driver for Sustainable Infrastructure Investments 

Oliver Auge, Country Director China, GIZ General Representative, Deutsche Gesellschaft für Internationale 

Zusammenarbeit (GIZ) GmbH 

The enormous infrastructure finance gap in the developing world has been stressed on many occasions 

during the past years as well as in the course of this Roundtable Meeting. For Asia alone, it is estimated 

to account to US$ 8.2 trillion until 2020; it will thus be one of the most defining issues of the region within 

the near future
8
. But not only Asia yearns for more infrastructure investment. Infrastructure spending has 

been trending downwards in developed countries from 3.6% of GDP in 1980 to 2.8% in 2008, hinting at a 

substantial appetite for infrastructure investment moving forward
9
. 

 Nevertheless, I believe that there is consensus that the required funds exist 

and some interesting ways of channelling them into needed investments 

were highlighted in the course of this meeting. Looking at Asia alone, we 

can see impressive private savings, while foreign exchange reserves have 

concurrently reached around US$ 6 trillion. China alone accounts for around 

US$ 3,6 trillion of this enormous financial pool
10

. Using this capital could 

hence be a big part of bridging the infrastructure finance gap. However, 

channelling these resources into long-term, sustainable, and strategic 

investments is the truly challenging task.  

For this reason, I believe that all possible solution mechanisms in this context should be welcomed and all 

of the initiatives which were introduced during this Roundtable Meeting should be seen as efforts to 

counteract negative implications of the infrastructure finance gap in the respective regions. Nevertheless, 

it remains important to discuss means to not only increase investments, but also to make good, useful, 

and – perhaps most importantly – sustainable investments. In this context, I would like to put forward 

three suggestions which, from my perspective, ought to be taken into consideration in order for the 

                                                                    
8
EIB (2013): Private Infrastructure Finance and Investment in Europe, EIB Working Paper No 02 2013. 

http://www.eib.org/attachments/efs/economics_working_paper_2013_02_en.pdf  
9
 ADB / ADBI (2009): Infrastructure for a seamless Asia. 

http://adb.org/sites/default/files/pub/2009/2009.08.31.book.infrastructure.seamless.asia.pdf 
10

See: http://www.bloomberg.com/news/articles/2015-08-18/china-reserves-seen-dropping-40-billion-a-month-on-
yuan-support 

http://www.eib.org/attachments/efs/economics_working_paper_2013_02_en.pdf
http://adb.org/sites/default/files/pub/2009/2009.08.31.book.infrastructure.seamless.asia.pdf
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initiatives to deliver the results envisioned. They are partly based on experiences from Europe as well as 

on GIZ’s work: 

Firstly, we should aim at developing comprehensive economic corridors. Our hosting country China itself 

is probably the most impressive testament to the great extent infrastructure investment can contribute to 

development – locally, regionally and nationally. Formerly remote areas of the country’s western 

provinces have seen substantial leaps in terms of economic development as a result of increased 

connectivity stemming from the governments “Western Development Strategy”. However, the danger of 

overemphasizing the importance of infrastructure construction remains a threat. This recognition is a 

guiding principle of the EU Investment Plan of 2014 and is also prominently featured in the “Belt and 

Road” Initiative. We should not forget that hard infrastructure is only one part of the solution as is 

exemplified by the PRC’s president Xi Jinping’s three elaborations on the three dimensions of the B&R 

Initiative which emphasizes the importance of linking finance with the hardware, for instance 

manufacturing, and the software such as institutions, cultures and people. This means first and foremost 

that the capacities of local, regional, and national administrations along the routes need to be 

strengthened. A chain is said to be only as strong as its weakest link. I therefore strongly welcome the 

findings of the JICA Research Institute’s study which showed the reinforcing effects of education and 

infrastructure on income. Managing the diversity of participating countries with regard to differing 

standards – economically, culturally, and ecologically – plays a very significant role here. Moreover, 

diverse political systems will pose a challenge to international investors as political nuances of the legal 

environments in which investments are being undertaken are difficult to understand and to match. 

However, diversity can concurrently be very beneficial if all of the relevant actors can bring their 

competitive advantage to the negotiation table on a level-playing field and solutions are sought jointly. 

This may prevent cases in which only one side benefits from newly built infrastructure. 

By “developing comprehensive economic corridors” I further mean that all needs and demands of partner 

countries are to be taken into account. Projects, especially costly infrastructure projects, should not be 

carried out solely based on a supply-side approach, but rather with a clear sense for the demand of 

partner countries. Joint research and dialogues among politicians as well as citizens are indispensable 

means to this end, especially since the concepts – as of now – are still rather vague.  

Secondly, the success of all of the initiatives, which ultimately aim at increasing connectivity, will 

decisively be influenced by the economic progress of poor and remote areas along the envisaged paths. 

Routes from China to the West – whether via Central Asia or Russia, or via Pakistan and the Middle East 

– are at least partly characterised by poor geographical terrain sparse populations. Distances to markets 

are extremely long, and low economic development and limited market size along the routes constrain 

opportunities for success. The immaturity of these markets combined with low administrative capacities 

lead to high operative costs and in turn to low profitability. This is especially true if profitability is only 

based on single projects. Including the overall and regional effect of regional connectivity, in contrast, 



40 Support for Economic Cooperation in Sub-Regional Initiatives in Asia 

 

may lead to a much more positive assessment as has been exemplified by the ADB’s study on 

“Connecting South Asia and Southeast Asia”11
.  

The same – albeit on a different level – can be said about European border areas. Many of them are still 

characterised by structural weaknesses which hamper business activities. As a consequence, there 

remain numerous border areas with income levels substantially lower than the European average. To 

pinpoint one example, in Bulgaria, a rather new member of the EU, some comparatively remote regions 

reach only about 30-35% of the EU average income
12

. Support to remote areas, especially in border 

regions, has hence long been a focus of European integration and looks back at a longstanding tradition. 

Today, three different development funds, making up close to 30% of the total EU budget, are dedicated 

to reducing structural deficits within these regions in order to enhance their competitiveness, close 

infrastructure gaps, and remove bottlenecks. It thereby substantially supports cohesion processes among 

different regions across Europe which is a key priority for the European Union and its cohesion policies. 

Deriving from my first two points, I would thirdly like to stress the importance of honest brokers, of 

international cooperation and technical assistance in these complex processes. All of the initiatives – be it 

the Chinese “Belt and Road” Initiative, the EU Investment Plan or the Japanese Partnership for Quality 

Infrastructure – may unfold tremendous effects on the development of areas which have thus far been left 

behind. GIZ and other development agencies have been active in specifically these regions for many 

years and have built connections to local administrations, the civil societies as well as academia, and 

have built up substantial expertise. Development agencies, i.e. neutral brokers, such as GIZ bring 

together relevant stakeholders and initiate discussions at various levels, like this Roundtable. I am 

convinced that this type of meetings positively shapes policy making.  

For these reasons, I am convinced that effective coordination among the initiatives discussed during this 

event can only be achieved if development agencies are being included in the planning processes.  

Summing up, I believe that we possess the needed hardware. However, I am concurrently convinced that 

the real challenge lies ahead of us – that is the challenge to make these initiatives work together for true 

win-win situations. Comprehensive corridor development, a focus also on poorer and border regions, as 

well as supplementing infrastructure investment with appropriate technical assistance and mechanisms of 

engaging all relevant stakeholders are sensible means to this end, and to ensuring that sustainable 

solutions will be found.  

 

 

                                                                    
11

ADB / ADBI (2015): Connecting South Asia and Southeast Asia. 
http://www.adb.org/sites/default/files/publication/159083/adbi-connecting-south-asia-southeast-asia.pdf 
12

 The European Commission has compiled an extensive data set on European border regions, please visit: 
https://cohesiondata.ec.europa.eu/country?country=Bulgaria 

http://www.adb.org/sites/default/files/publication/159083/adbi-connecting-south-asia-southeast-asia.pdf
https://cohesiondata.ec.europa.eu/country?country=Bulgaria
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4.2. Toward a Bridge among Initiatives in Northeast Asia 

Kang Daehyun, Programme Advisor, Greater Tumen Initative (GTI) Secretariat 

 

The Greater Tumen Initiative (GTI), which is a unique intergovernmental 

economic cooperation mechanism in Northeast Asia, has conducted 

cooperation activities in the following key sectors: transport, trade and 

investment, tourism, energy, and environment
13

. As the world economy 

passes through a long time weak recovery tunnel, finding new growth 

engines for sustainable economic growth has become a major concern of 

many countries. In this respect, Northeast Asia is no exception, and the new 

regional development Initiatives proposed by the GTI member countries 

have recently been drawing world-wide attention. 

These Initiatives, including the “Belt and Road” Initiative from the PR China and the Eurasia Initiative from 

the Republic of Korea, bring up an important question for GTI: What role could / should GTI play to 

efficiently and effectively coordinate activities related to these Initiatives? Although GTI launched its 

Transport Board in 2010 and has since then conducted diverse research activities, including the GTI 

Transport Corridor Study, to further improve infrastructure in the Greater Tumen Region, the new 

initiatives ask GTI to be more comprehensive in coordinating relevant projects beyond the transport 

agendas. This implies that accelerating cooperation among all the stakeholders and partners in the all key 

sectors will be an important task for GTI. 

 

The “Belt and Road” Initiative and GTI 

In March 2015, the Chinese government announced the Vision and Actions
14

 on jointly building the Silk 

Road Economic Belt and the 21
st
 Century Maritime Silk Road. According to Vision and Actions, the “Belt 

and Road” Initiative covers not only the construction of infrastructure along the B&R but also an 

acceleration of policy coordination, trade, financial integration, and people-to-people bonds. 

Nevertheless, from the GTI Secretariat’s point of view, the “Belt and Road” Initiative raises two questions. 

The first question concerns the extent to which the B&R Initiative covers China’s Northeast and the 

Greater Tumen Region. In fact, the “Belt and Road” Initiative seems to solely focus on developing the 

Western or Southwestern part of China. The so-called Belt begins in Xi’an, Shanxi Province, and the 

Road in Quanzhou, Fujian Province; both then lead to Europe via Central Asia, India, Africa, etc. The 

Initiative does thus not directly cover the Greater Tumen Region. 

                                                                    
13

 See www.tumenprogramme.org 
14

 See: http://www.fmprc.gov.cn/mfa_eng/zxxx_662805/t1249618.shtml 
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The second question asks for the cooperation mechanism which will be used by the initiative in order to 

achieve its goals. In fact, the Vision and Actions names cooperation mechanisms, such as SCO, ASEAN 

plus China, APEC, GMS, CAREC, etc., as the initiative’s main platforms for cooperation. Unfortunately, 

GTI is not mentioned in this context, although it represents a unique intergovernmental economic 

cooperation mechanism in Northeast Asia. 

Considering these two questions, the “Belt and Road” Initiative appears not to care that much about the 

Greater Tumen Region. However, the Vision and Actions also contains some confusing, but hope-giving 

messages to GTI and its member countries. 

First, it talks about China’s regional development plans – including those dealing with the Greater Tumen 

Region – as a means to advance the “Belt and Road” Initiative. In this context, it envisions for the North-

eastern region of the PR China 1) to make full use of Inner Mongolia’s proximity to Mongolia and the 

Russian Federation; 2) to improve the regional railway network in general and the railway connecting 

Heilongjiang Province and Russia in particular; and 3) to strengthen overall cooperation between China’s 

Heilongjiang, Jilin, and Liaoning Provinces and Russian Federation’s Far Eastern region in terms of sea-

land multi-modal transport. The inclusion of the Greater Tumen Region in the Vision and Actions is very 

motivating because the “Belt and Road” Initiative is widely known to focus on developing the Western or 

Southwestern part of China. Still, reflecting the regional development plan formulated in the Vision and 

Actions, GTI needs to find leverage in order to accelerate cooperation as well as the implementation of 

joint projects in the Greater Tumen Region among the GTI member countries. 

Second, the Vision and Actions clearly defines openness to cooperation as one of its main principles, that 

is openness to cooperation with all countries, as well as international and regional organisations in order 

to create benefits for wider areas. 

These two messages from the Vision and Actions imply that GTI can actively take part in the “Belt and 

Road” Initiative, for instance by implementing projects related to the Greater Tumen Region. 

In this regard, the GTI Secretariat suggests three ways for future cooperation between the “Belt and Road” 

Initiative and the GTI framework. 

Firstly, keeping a balance between the Western or Southwestern and the North-eastern part of the PR 

China – i.e., the Greater Tumen Region– is important. In addition to other international cooperation 

mechanisms, GTI should therefore be regarded as a major key cooperation mechanism for implementing 

the “Belt and Road” Initiative. 

Secondly, cooperation between the “Belt and Road” Initiative and the GTI framework can create synergy 

effects through the co-planning, co-implementation, and co-financing of projects by relevant stakeholders. 

For example, the Asian Infrastructure Investment Bank (AIIB), which will be one of the main platforms to 

realise the “Belt and Road” Initiative, can use the information, knowledge, and experience that GTI has 

gained through its various projects in the Greater Tumen Region. Also, the AIIB can cooperate with the 
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Northeast Asia Exim Banks Association, which functions as a resource mobilisation mechanism for GTI 

projects. 

Finally, communication among relevant stakeholders cannot be disregarded. An ever-lasting mutual 

exchange of information is the necessary prerequisite for the consolidation of a partnership between the 

“Belt and Road” Initiative and the GTI framework. 

If following these three ways, it can be expected that the Chinese government can secure not only routes 

to the West – i.e., Europe – but also to the North-eastern sea-route by intensifying its cooperation with the 

GTI member countries. 

 

The Eurasia Initiative as leverage for the GTR 

The Eurasia Initiative, proclaimed by the president of the Republic of Korea and constituting a regional 

development roadmap, is an indispensable part of the GTI framework. Combined with the Chinese “Belt 

and Road” Initiative, it can help the GTI member countries to create synergy effects by linking these two 

different Initiatives. Compared to the B&R Initiative, the Eurasia Initiative mainly covers the Greater 

Tumen Region which overlaps with the geographical coverage of the GTI framework. Also, major sectors 

covered by the Eurasia Initiative, including Transport and Logistics, Industry and Trade, Agriculture and 

Fisheries, and Energy and Resources, constitute possible cooperation items with the GTI framework.  

By using the Eurasia Initiative as leverage for increasing cooperation in the Greater Tumen Region, the 

GTI member countries will be able to complement the “Belt and Road” Initiative which can in turn creates 

a balance between the Western or Southwestern and the North-eastern part of China – i.e., the Greater 

Tumen Region– thereby creating a win-win effect among the countries related with these two Initiatives. 

 

The Way Forward 

In addition to the PRC’s “Belt and Road” Initiative and the RoK’s Eurasia Initiative, there are Mongolia’s 

Steppe Road Plan and the Russian Federation’s Plan for Developing the Far Eastern Area which touch 

the area of the Greater Tumen Region. Facing these regional development policies of the GTI member 

countries, coordinating efforts will be necessary in order to efficiently and effectively implement relevant 

projects and to subsequently achieve common prosperity. This is where the GTI framework can play an 

important role. 

To fulfil the GTI’s new mission successfully, the GTI Secretariat suggests three points which the GTI 

member countries should keep in mind when engaging in cooperation activities.  

First, the identification of common interest is of major importance. By sharing their knowledge and 

experiences continuously, the GTI member countries are enabled to identify joint projects and possible 

policy improvements which are related to the different Initiatives and plans. In this context, it is further 
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advisable to concentrate on comprehensive issues, including trade and investment, environment, energy, 

culture, agriculture, etc., instead of merely dealing with infrastructure issues. 

Second, communication with stakeholders should be strengthened. To prevent possible conflicts among 

regions, industries, etc., prior regular communication among relevant stakeholders is mandatory. For 

example, the GTI member countries can make full use of the GTI Local Cooperation Committee (local 

governments) and the Northeast Asia National Chambers Association (private enterprises) in order to 

obtain the opinions of the major players in the area of the Greater Tumen Region.  

Third, partnerships with other organisations should be encouraged and fostered. Apart from increasing 

their cooperation with its current partners such as UNDP, UNESCAP, ADB, GIZ, etc., the GTI member 

countries should build new partnerships with new institutions, such as the AIIB, which are related to the 

development Initiatives and plans within the region. 

The GTI Secretariat will play an important role in identifying tangible cooperation projects among the 

different regional development Initiatives and plans from the GTI member countries, thereby creating ever 

more powerful growth engines in Northeast Asia.  
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DAY 2 

 

V. Session 3: Institutional Networking and Cooperation as a Common Strategic 

Option for a Win-Win Game 

 

This session highlighted past coordination efforts and achievements in regard of infrastructure investment 

initiatives, and further identified common interests of present initiatives, thereby presenting potentials for 

future cooperation. In this context, not only the necessity for cooperation on the regional and especially 

the national level, but also the prominent role of international investment and development banks was 

emphasized. Concurrently, the persistent challenges to increased cooperation were accentuated. 

 

5.1. India’s Look East to Act East Policy: What It Means for Regional Connectivity 

Prabir De, Coordinator, ASEAN-India Centre; Professor, Research and Information System for Developing 

Countries (RIS) 

 

1. The Association of Southeast Asian Nations (ASEAN) has been the most 

successful regional organisation in Asia and the Pacific. Being geographically 

adjacent western neighbour of ASEAN, India’s relations with ASEAN have 

grown from strength to strength. India’s partnership with ASEAN has 

successfully moved from a sectoral dialogue partnership in 1992 to a summit 

partnership in 2002 to the strategic partnership in 2012. On the economic 

front, India and ASEAN signed a free trade agreement in 2009 and have been 

working together to establish a free trade area. Besides, India is also part of 

Regional Comprehensive Economic Partnership Agreement (RCEP), which is 

presently being negotiated among the ASEAN+6 countries. ASEAN and India have also signed the 
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services and investment Agreement in 2014, which is expected to be implemented in 2016. Today, 

ASEAN is one of the cornerstones of India’s foreign policy. 

2. India and Southeast Asia are home to 1.8 billion people and have an economic size of US$ 3.8 trillion, 

sharing substantial world resources, economic and otherwise. With a Free Trade Agreement (FTA) in 

goods in 2010, the ASEAN and India have created a versatile economic space, which has been the first 

major step toward creating an ASEAN–India regional trade and investment area. Building a common 

market may be achieved provided trade liberalization is adequately complemented by effective trade 

facilitation and connectivity.  

3. India’s current relations with Southeast and East Asia began in the early 1990s, when the country 

undertook the “Look East Policy” as an effort to strengthen economic and strategic relations with 

Southeast and East Asian countries. In 2014, India has launched the Look East Policy Phase II - also 

known as the Act East Policy, which envisages accelerated engagement between India and Southeast 

and East Asia. The relationship is set to deepen in days to come as the two sides step up their 

collaboration across a range of economic and strategic issues, including trade, investment and 

connectivity, energy, culture, people-to-people contacts, and maritime security. Regional cooperation will 

be the key to promoting economic stability, competitiveness, growth and integration in the region. The 

major difference between Look East Policy and Act East Policy is that latter involves private sectors in 

business across borders.  

4. While the Free Trade Agreement (FTA) between the ASEAN countries themselves and between India 

and the ASEAN countries are a step in the right direction much more remains to be done. Lowering 

transport and transaction cost among these economies to a much larger extent than what has been 

achieved with the rest of the world can clearly help. And this is the crux of India-ASEAN economic 

cooperation under Act East Policy.  

5. With India’s FTA with the ASEAN in 2010 and the proposed RCEP, economic integration between 

India and Southeast and East Asia is set to gain momentum. More production and services networks 

between ASEAN and India may happen if the regional economy is adequately supported by cross-border 

infrastructure facilities, both hardware and software. ASEAN and India have undertaken several 

connectivity projects, physical or otherwise. Before moving to an economic corridor, ASEAN and India 

may have to pass through trade corridors. The transformation of the transport corridors into economic 

corridors will depend on the volume, types and pattern of corridor trade and how it encourages certain 

level of development in the areas surrounding the corridors. Spatial planning going beyond national 

policies is needed to support the development of the corridors between ASEAN and India. At the same 

time, development of one area of the corridor is conditional upon the trading conditions along the entire 

area of the corridor across countries. Building corridor nodes and gateways and linking the nodes along 

the corridor would help the region moving towards economic corridor. 
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6. Efforts to promote regional infrastructure such as economic corridor need to address policy reform in a 

number of areas. Institutions and investment have an important complementary role in enhancing 

infrastructure development between ASEAN and India. Regional cooperation also has an important 

catalytic role to play in this process. By sharing each other’s experiences, regional cooperation can make 

countries efficient by integrating them to the regional market. Economic corridor integrates the markets by 

fostering trade. Finally, economic corridor can have huge payoffs at a time the region is looking for higher 

investments in industrial sector, and planning to deepen regional trade through global and regional value 

chains. Making trade between ASEAN, China and India faster and seamless would require 

complementary policy initiatives by countries, regional organizations, and multilateral development 

institutions to strengthen the capacity of countries for development of economic corridors.  

7. India’s regional connectivity with Southeast Asia has been following two major paths under the Act 

East Policy: soft connectivity such as the Trilateral Transit Transport Agreement (also known as Motor 

Vehicle Agreement), and hard connectivity such as the Trilateral Highway and the Mekong–India 

Economic Corridor (MIEC). While the first may lead to paperless trade, the second may help facilitate 

seamless trade. India’s connectivity with Southeast Asia has been evolving primarily through regional 

connectivity, such as the Trilateral Highway, the MIEC and BCIM Economic Corridor. Besides, there are 

some more projects such as the Kaladan Multimodal Transit Transport project, extension of the Trilateral 

Highway to Lao PDR, Cambodia and Vietnam, etc.  

8. Enhancing connectivity between India, Southeast and East Asia is a multifaceted task that will require 

the implementation of strong policy initiatives. The development of cross-border connectivity would raise 

significant opportunities for industrial development in India and increase trade potential with Southeast 

Asian countries. Chennai has already established itself as a gateway to southern India. ASEAN 

connectivity would link the Chennai region to the rest of the world through its maritime infrastructure. Thus, 

Chennai has a great potential for becoming the greater gateway for India and functioning as a core node 

as a centre of business activities with industrial clusters, and as an engine for promoting regional 

economic growth. To support investment in connectivity projects, the Government of India has set-up a 

Special Facility. At the same time, to facilitate Indian investments in CLMV subregion, a Project 

Development Fund (PDF) has been proposed.  

9. The success of any regional connectivity projects will depend on the strength of the backend 

integration. At present, the backend integration of most physical connectivity projects in India is relatively 

weak. Backend integration with national connectivity projects is therefore essential to reap the benefits of 

growing economic links between India and Southeast Asia.  

10. To sum up, India’s Act East Policy has provided new directions to India’s connectivity programme with 

Southeast and East Asia.  
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5.2. Institutional Cooperation to Finance the New Silk Road 

Paul Vandenberg, Senior Economist, Asian Development Bank Institute 

 

Introduction 

There is considerable interest to develop land transportation links in order to 

connect Asia with Europe through Central Asia. The links would be similar to 

old Silk Road trade routes used centuries ago but since interrupted. The 

collapse of the Soviet Union in the early 1990s and with it reduced barriers to 

trade provide new opportunities to develop a New Silk Road. The People’s 

Republic of China has put forward a grand plan to open up this new road and 

also to develop connections to South, Southeast and West Asia, as well as a 

maritime route around India to Europe.  

Along with the PR China other countries and institutions are interested in 

supporting these new routes. The engagement of multiple players – governments, international financial 

institutions and bilateral development partners – raises the question of whether infrastructure 

development can be coordinated effectively or whether it will result in a zero-sum game. This short paper 

argues that development partners have coordinated their activities in the past and can do so in the future 

but that they need to build effective coordination and information sharing mechanisms at the domestic 

level.  

 

Four phases of Chinese global engagement 

The engagement of the People’s Republic of China with the global economy has evolved through four 

phases over the past five decades. Until the early 1980s, the PR China had limited engagement with the 

global economy. In economic terms, it was a small closed economy and sought to develop through 

internal processes. A second phase began with the introduction of market-oriented reforms in the late 

1970s. The country encouraged the inflow of foreign direct investment (FDI) to build its manufacturing 

sector and boost exports. Joint ventures were sought with foreign companies and restrictions were 

subsequently relaxed to allow wholly owned FDI investment in certain sectors. This approach, which saw 

the development of export processing zones, proved highly successful.  

A third phase began to emerge about 15 years ago in which PR China companies, notably its large state-

owned enterprise (SOEs), intensified their activities abroad to tap natural resources needed to fuel the 

PRC’s domestic development. Large PRC construction companies also ventured abroad to build 

infrastructure, but this infrastructure was, for the most part, not linked to Chinese territory. A fourth phase 

has emerged very recently with plans to build infrastructure (and encourage foreign investment) to 
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connect the PRC with Europe and other parts of Asia. The key plan for this phase is the “Belt and Road” 

programme.  

 

One Belt, One Road – but many financiers 

The B&R Initiative was announced only recently and given further definition in a policy statement in early 

2015. The “one belt” is the Silk Road Economic Belt involving land transport connections within Asia and 

to Europe. The “one road” is the 21st Century Maritime Silk Road, which seeks to develop ports from East 

Asia around India and further through to East Africa, up the Gulf of Aden and Suez Canal to the 

Mediterranean Sea and Europe. B&R involves not only transportation links but also Chinese outward 

investment by private firms and SOEs in part to reduce the excess capacity in key industries such as steel.  

The PRC supports the ”Belt and Road” initiative with new institutions and considerable new financing. A 

Silk Road Fund will have at its disposal US$40 billion for B&R projects. In addition, the Asian 

Infrastructure Investment Bank (AIIB), an initiative spearheaded by the PR China government, is 

expected to have a capital base of US$100 billion. Although not designed to implement B&R, its focus on 

infrastructure in Asia will help the ”Belt and Road” effort.  

Other infrastructure financiers will be available to contribute to improved transport links in and beyond 

Asia. These include traditional lenders, such as the Asian Development Bank, the Islamic Development 

Bank and the World Bank, that have been active in Central Asia and other sub-regions for many years. 

Regarding new efforts, Japan announced in May 2015 a Partnership for Quality Infrastructure with 

funding of US$110 billion. It is not specifically designed for the Silk Road but can and will likely contribute 

to Central Asian infrastructure links. For its part, the Republic of Korea announced in late 2013 a Eurasian 

Initiative that sets out the government’s vision for linking East Asia with Europe. While there is no funding 

currently earmarked for the initiative, it will be supported by the country’s ongoing assistance programme.  

Several other institutions have sprung up – some with and others without resources – to finance 

infrastructure and all are interested in increasing the movement of goods in or near Central Asia. These 

institutions include: the six-member Eurasia Development Bank, established in 2006; the Central Asia 

Regional Economic Cooperation (CAREC), which focuses on regional integration including trade, 

transport and energy, and which set up the CAREC Institute this year in Urumqi, PRC; and, the Greater 

Tumen Initiative (GTI), which seeks to foster links in Northeast Asia between the PRC, the Republic of 

Korea, Mongolia, and Russia. To this list we can add the New Development Bank (or BRICs bank), which 

includes two of the main players in the Eurasian land space, namely the PRC and Russia.  

 

 

 



50 Support for Economic Cooperation in Sub-Regional Initiatives in Asia 

 

Coordination 

With many new and existing players intending to link Asia and Europe, the question arises as to whether 

these efforts can be effectively coordinated. The answer can be sought in past efforts in which multiple 

stakeholders are engaged in a single country. Indeed, there are probably very few developing countries, 

and none that are large, that rely on a single development partner.  

In most Asian countries, both the World Bank and the ADB are engaged, as can be seen in Table 3.  

Table 4: ADB and World Bank Funding in Selected Countries 

Country ADB Funding (in US$ Million) World Bank Funding (in US$ Million) 

Timor-Leste 18 40 

Bhutan 182 17 

Cambodia 255 67 

Uzbekistan 302 411 

Nepal 408 225 

Sri Lanka 536 564 

Indonesia 561 1,287 

Viet Nam 1,160 1,551 

Pakistan 1,392 2,120 

India 2,856 5,216 

Source: World Bank Country Webpages 2015; ADB Country Fact Sheets 2015 

In some countries, such as Sri Lanka, their level of lending is about equal. In others, the World Bank or 

the ADB is the largest lender – and along with them are a variety of bilateral development agencies and 

multilateral organisations. CAREC, which is comprised of the PR China, Mongolia and 8 Central and 

West Asian states, is a prime regional example of cross-cutting membership and development partner 

activities. All ten CAREC states are members of both the World Bank and the ADB, while 7 are also 

members of the European Bank for Reconstruction and Development, eight are members of the IDB and 

8 have signed on to the new AIIB.  

Coordination is possible – and there is not a zero-sum game – in part because the development partners 

are not financing (or seeking to finance) the same activities. They may partner in some cases but there 

might also arise a division of labour based on comparative advantage. A development partner may focus 

on several types of infrastructure (and technical cooperation) and leave other types for other partners.  

Comparative advantages can arise in different ways. A development partner may have generally 

recognised expertise in a certain area or have developed that expertise in a particular country over time. 

As part of that legacy, a partner may have a strong relationship with the government (and a particular 

ministry) and be the recognised as the “go to” international institution for that activity. The division of 
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labour is often known not only by the government but also among the development partners. They self-

select which areas they will propose projects to the government.  

Self-selection and joint partner cooperation do require a good flow of information and interaction among 

the development partners. This process is best facilitated with a type of “donor coordination committee” at 

the country level. These exist in many countries. Such a committee allows the relevant players to meet on 

a regular basis to discuss and inform each other about existing and proposed financing activities. With the 

increase in institutions and initiatives supporting a New Silk Road, particularly in Central Asia, the need 

for such a mechanism – and for it to be effective – is even more important. 

 

Conclusion 

Recent initiatives and new institutions bode well for the development of infrastructure in Asia and linking 

the region with Europe. Not only have grand visions been proposed but new funding is coming on stream 

to make those visions a reality. Effective regional and, probably more importantly, national level 

cooperation among the development partners will be critical to ensuring synergies and avoiding a zero-

sum outcome. Indeed, if cooperation is achieved, the limiting factor could be the absorptive capacity of 

developing country governments to plan and implement projects financed by these new institutions and 

initiatives. 

 

5.3. The Establishment of Logistics Network in Eurasia 

Lee Sungwoo, Director, International Logistics Department, Korean Maritime Institute (KMI) 

 

Since October 2013, when South Korean president Park Geun-hye 

proposed the “Eurasian Initiative”, the issue of economic development and 

its logistics markets in the Northeast Asia regained a tremendous attention 

from international community across Europe and Asia. The main purposes 

of the initiative are to promote international peaceful cooperation in the 

region and to inter-connect the Korean Peninsula, Asia and Europe into the 

one continent by international transport and logistics networks. Three main 

concepts, which comprise the initiative, are devised; “Continent of the One”, 

which draws the most attention, “Continent of Creation” and “Continent of 

Peace”. The first concept “Continent of the One” is concerned with containing essential elements for the 

integration of the countries in the continent into one. The elements, in this regard, that the countries in the 

region should put efforts to achieve the first concept are closely related to enhancing inter-connectivity of 

international transport, developing international logistics network and improving the effectiveness of the 

energy resource transportation system. 
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Since then, various efforts have been made to accelerate the international cooperation for tackling the 

tasks and issues raised by the initiative have begun at bilateral and multilateral level in the region.  

According to the figure 8 below, the both sea and land routes will provide the countries inter-connected 

transportation. Therefore, development of ports in the Russian Far East and North Korea and the railway 

project between North and South Korea will be essential and should be preceded beforehand so as to 

achieve Eurasian Initiative successfully. 

Figure 8. The Ideal Flow of the Logistics 

 

Regional economic integration of Northeast Asia will be the foremost component for Eurasian Logistics 

Network and because of the severe political relationship between North Korea and other nations, the 

countries shall lead North Korea to participate in establishing Eurasian Logistics Network through a 

gradual economic squeeze. Eurasian Initiative is also considered as a catalyst for economic growth, 

contributing to job creation through economic cooperation among countries in the region. The Northeast 

Asia gradually realizes the vital role of transport in socio-economic development. Effective infrastructure, 

logistics network and corridors are the keys towards achieving greater economic growth as these facilitate 

trade and investment. Consequently, enhancing the understanding of intra-Northeast Asia connectivity, 

particularly between the Korean Peninsula and mainland Northeast Asia including China and the Russian 

Far East should be targeted. Furthermore, knowledge building on the Korean Peninsula integration into 

the Trans-Eurasian logistics infrastructure network, through the Asian highway and Trans-Asian railway 

networks is also very significant for the future. 

There are also various potential problems involved with the initiative. Due to the political relationships 

between North Korea and others in the region, the Korean peninsula is disconnected especially the land 

route. In order to achieve the first concept of the initiative, the economic integration in Korean Peninsula 
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is foremost and utmost problem to be addressed. Secondly, the investment attraction of Russian Far East 

region could be relatively lower than the Western part of the country mainly due to the lack of population. 

With the lower number of the population, the poor condition of port infrastructures in Russian Far East 

makes it hard to accommodate massive cargo volume. Thirdly, the amount of transportation between 

west and east are very imbalanced. In other words, a great deal amount of cargo volume is expected to 

move towards east but much less is anticipated to move to west. Consequently, if the most of the cargo is 

expected to move to one way, then the shipping tariff would be highly likely to be expensive, leading the 

route to be uneconomical. In the fourth place, the uncertainty of tariff, iceberg, condition and accessibility 

of NSR and therefore, the visibility of logistics flow between inland and Arctic is not yet very clear. Fifthly, 

the customs procedure in both China and Russia is very complicated. For example, although huge 

volume of cargoes passes through China trying to move on to ports in Russia Far East, the complicated 

customs procedure could impede the progress. Finally, land routes in Russia are also very problematic. 

There are imbalances in terms of the current Eurasia logistics networks since the logistics is only focused 

on the east and the west. As well as, due to the lack of cargo volume, and excessively railway dependent 

logistics system, there is limit in the activation of logistics market. When it comes to the political and 

economic circumstances, the complicated political and economic environment make it difficult among 

neighbouring countries in moving from Northeast Asia to Russia and CIS countries. 

The paper has covered various aspects of the Eurasian initiative proposed by South Korean president. So 

as to attain the initiative, the countries, which have stakes in the political plan, should focus on economic 

aspects and therefore, gather international cooperation with the support of international banks such as 

AIIB (Asian Infrastructure Investment Bank), ADB (Asian Development Bank) and so-called Artic 

Investment Bank. As well as, China’s One Belt, One Road, also known as the Belt and Road Initiative, 

and Russia’s New Eastern Policy have something in common in a sense that they both focus on 

connectivity and cooperation among countries primarily in Eurasia which consists of two main 

components, the land-based route and sea-based route. Thus, the Eurasian Initiative will have synergy 

effect when it makes connection with the policies of neighbouring countries. Meanwhile, Korean 

Peninsula is located both starting and ending point of the Eurasian logistics network connecting North and 

South of the Eurasia, accordingly taking an important role and the possible method at the present will be 

an integration of logistics network in the area. In doing so, both maritime and land logistics network 

should be established connecting each other and various enterprises need to extend their businesses in 

Eurasia where required. Finally, if the “Eurasian Initiative” is achieved, the economic integration will take 

place and it is likely that the tense relationship of two Koreas will be relieved thus establishing a foothold 

in unification of Korean Peninsula. 
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5.4. Suggestions on Promoting Strategic Cooperation Between the “Belt and Road” Initiative and 

the EU Investment Plan 

Dong Xuebing, Deputy Director, China Academy of West Region Development (CAWD), Zhejiang University 

 
Comparison of Strategic Goals 

While the concept of Belt and Road is based on ancient Chinese history, it 

also responds to today’s development trends. The initiative was proposed by 

the PRC, yet it involves various countries and regions along the route of the 

former Silk Roads; it is thus a cooperation platform and can be regarded as 

a public good within the international community. The B&R Initiative aims to 

promote common growth for China and the countries along the route 

through joint project investment, infrastructure construction, and thus benefit 

sharing. In this context, eight key areas of cooperation have been identified: 

infrastructure connectivity enhancement; economic cooperation and trade; 

an enlarged industry investment scope; energy and resources; the financial 

sector; cultural exchanges; ecological and environmental protection; and maritime cooperation. By 

utilising each other’s comparative advantages and coordinating economic development, the B&R Initiative 

thus strives to explore new models for south-to-south, regional and inter-continental cooperation. 

Likewise, the EU Investment Plan aims at promoting employment and economic growth, creating a more 

favourable investment environment, mobilising private capital, and encouraging the real economy through 

infrastructure improvement with a particular focus on integrating SMEs and the financial sector. 

 

Similarities and Common Interests 

The “Belt and Road” Initiative and the EU Investment Plan share similar goals which can be boiled down 

to two aspects: 

1. Both seek new incentives and impetus for growth despite the fact that they are proposed in the 

context of different development levels: the EU enjoys a high-level, stable development, whereas 

China is in the process of adjusting to a new economic normality. 

2. Both stress capital’s role as leverage by taking full advantage of public and private capital. Data 

shows that the financing gap for infrastructure in Asia amounts to US$8 trillion, requiring an average 

annual investment of US$800 billion of which 68% are dedicated to constructing new infrastructure 

and 32% to the maintenance of existing infrastructure. Based on different reports, overseas 

investment projects under the B&R framework are pressing ahead with an accumulative on-going 

investment of US$52 billion. 
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The AIIB’s registered capital amounts toUS$100 billion, Japan’s high-quality infrastructure investment to 

US$ 110 billion, and the ADB and WB together provide US$ 20 billion per year. This means that they 

provide merely 30% of the total capital needed and thus have to stimulate and attract the remaining 70%. 

Likewise, the EU Investment Plan aims to use €20 billion to mobilise €300 billion. If the AIIB and the Silk 

Road Fund plan to use capital market instrument such as bonds, the attracted capital is expected to add 

up to trillions of US dollars. 

 

Common interests that can be found between the B&R Initiative and the EU Investment Plan include: 

 Both focus on improving the environment for reciprocal investment. For instance, there are still 

various obstacles for Chinese capital when it comes to entering Europe’s infrastructure sector. 

Chinese companies would thus welcome more transparency in this regard. 

 Both intend to improve the coordination of and the institutional conditions for trans-continental 

infrastructure investments. 

 Both aim to increase investment efficiency and to thereby maximise the benefit thereof. In this context, 

it needs to be pointed out, however, that the government should play a guiding role, but should not 

interfere directly with economic decision-making. Consequently, investment needs should first be 

proposed by the recipient country, and then the investment process should be coordinated by 

international cooperation vehicles and led by the market. Construction can only start when economic 

return is foreseeable and guaranteed.  

 The risk controlling system on hard asset should be based on common interests. While individual 

countries have been developing rapidly, regional financial power has remained relatively inadequate. 

Finance is always about risk management. Therefore, all stakeholders involved need to focus on risk 

identifying, warning, appraisal, and management systems to mitigate or avoid regional and systematic 

risks. 

 

Through the above analysis, we believe that both sides should discard the Cold War mentality and zero-

sum game mindset, and conform to the trend of peace, cooperation, development, and win-win. 

 

Suggestions on how to promote coordination and cooperation 

1. The EU and the Chinese government should designate a coordination group for initiative 

implementation. An institutionalized permanent agency should be set up to better coordinate strategic 

plans and exchange ideas on major issues; a high-level and in-depth coordination system should be 

available for regular bilateral meetings and multi-lateral negotiations; the exchange of information 

should be encouraged in order to deepen and promote diversified regional cooperation in institutions, 

business, product innovation, and financial openness. 
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2. The EU and China should put in place an institutional framework for infrastructure investment and 

cooperation. They should establish an efficient and pragmatic supervision mechanism, a regional 

financial risk warning system, and a coordination mechanism for risk management and crisis handling 

by aligning standards and regulations. Mature projects should be prioritised.  

3. Intellectual support should be enhanced by setting up a communication platform for the exchange of 

information, capacity training, policy research, and strategic consultations. 

4. A mutual fund for research, trainings and the exchange of information, a project promotion fund, and 

a guarantee fund should be established.  

5. The EU and China should co-finance the infrastructure projects of third parties, improve institutional 

condition, and provide financial support for regional cooperation so that common growth among the 

countries along the route can be realised.  
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VI. Discussion and Conclusion: Common Visions and Opportunities Ahead 

 

Concluding the Roundtable Meeting, the main findings from the presentations and discussions which had 

taken place in the course of the event were summarised, thereby concurrently providing an outlook on 

potential future cooperation. Nevertheless, various questions concerning connectivity and infrastructure 

investment remained unanswered in this mere two-day event, yet a sound basis for future discussions 

and coordination could be laid. 

 

6.1. Regional Infrastructure Investment Initiatives: Zero-Sum Game or Win-Win Collaboration? 

Summary and Outlook 

Prof. Dr. Reinhard Drifte, University of New Castle, United Kingdom 

 

Introduction 

This roundtable meeting addressed the subject of how to achieve a positive outcome from various 

seemingly competing regional infrastructure proposals tabled since 2014. This summary does not intend 

to repeat the presentations of the various proposals, but rather takes up the 

major issues arising from these competing proposals and, in particular, the 

question of how to avoid a zero-sum game.  

It needs to be understood that a “paradigm shift” has occurred in 

development aid: In the past, it was a process between a bilateral or 

multilateral organisation on the one hand and the recipient country on the 

other hand. In the case of regional infrastructure investment, we are in 

contrast dealing with regional multilateral, but concurrently single-country 

initiated infrastructure initiatives on the one hand and one (with the sole 

exception of the EU Investment Plan), or more likely multiple, recipients on 

the other hand. 

In the course of the meeting, this was compared to a “Game” wherein donors hope to get more out of 

their limited funding resources by means of original financial instruments and enticing other potential 

donors to join the “Game”. Concerning the former, we can witness co-funding with international 

organisations such as the ADB or the World Bank, state guarantees by the donor countries to incentivise 

private investors by reducing their risks, and Public Private Partnerships (PPP). In the case of the latter, 

Mr. Ganeshan Wignaraja pointed out that for it to work to the benefit of both sides, it would be necessary 

to involve independent experts. I had mentioned before that the British example of PPP (e.g. building of 

hospitals) has often not been to the benefit of the public purse. In addition to these various financial 
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instruments, Mr. Ben Shenglin presented emerging new forms of internet banking which could 

considerably reduce transaction costs, yet were perceived rather critically by most participants in the 

context of major infrastructure projects. Finally, it was pointed out that some of the proposed 

infrastructure investment proposals are partly repackaged former aid proposals and not exactly new 

sources of money.  

 

Winners, losers, or neither? 

A considerable time was devoted to the question whether some developing countries in a given region, 

which receives infrastructure funds, would actually win or loses through regional infrastructure investment 

initiatives. Some countries, it was said, would either be marginalised or benefit much less than others. 

Mentioned in this context was the example of Nepal. Moreover, some economic sectors might lose out, 

as was pointed out in the case of the maritime transport sector, because some projects, like the Silk Road, 

would only benefit the rail or road transport sectors and thereby possibly diminish the viability of the 

maritime sector. In case preference would there like be given to the land transport sectors, certain social 

groups or regional areas, like port workers and port cities, could be negatively affected. Also, 

infrastructure investments could create regional imbalances in case of regions being outside of such 

investments. It is therefore necessary to develop off-setting measures, as is being done with the creation 

of the EU Regional Development Fund which tries to help less developed regions in the EU.  

Nevertheless, infrastructure investments can make regions or sub-regions more stable and thus more 

peaceful, a situation from which all would ultimately benefit and which could create new opportunities. 

Concurrently, not participating in a regional infrastructure project could come with high costs for donors or 

recipients. However, there are also certain dangers which arise from the sudden availability of major 

funding and the consequent temptation to get involved in there like projects simply for that reason. The 

sudden availability of money could entice potential recipients to engage in what has in China been 

referred to as “Blind Development”. In addition, there are risks to the recipients’ governance such as graft 

and corruption. Moreover, there is the risk that the recipient’s debt becomes unsustainable.  

All these factors could ultimately turn recipients into losers. 

 

How to achieve “connectivity” between the various funding proposals? 

The central concern of the roundtable meeting was the creation of “connectivity” between the various 

regional infrastructure investment proposals in order to avoid overlap, waste, and economically and 

politically damaging rivalry. Some connectivity aspects of infrastructure investments are, however, 

intrinsic. First of all, competitive aspects inherent in the various funding proposals from individual 

countries and financial development institutions create a certain momentum for more funding and 

involvement which is, of course, welcome. Secondly, Japan as well as Europe rightly concentrates on 
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quality because of their more advanced development and experience. However, in order to realise these 

benefits, a certain minimum of basic infrastructure is needed for the construction of which China would be 

much better qualified because of its lower production and labour costs, and technology. Thirdly, there is a 

capital enhancing effect on the private sector resulting from public purse funding proposals. Fourthly, 

there is a positive impact on other multilateral development banks, including the World Bank and the 

Asian Development Bank, which have now not only declared their willingness to help the Chinese 

proposed Asian Infrastructure Investment Bank to succeed, but are also likely to look for ways to 

accelerate their own lending for essential infrastructure in order to retain their relevance. Finally, there 

might also be a political connectivity effect in the case of the USA. As a result of the establishment of the 

AIIB – which was partly a Chinese reaction to the USA’s opposition to increasing China’s share in 

international development banks – the US Congress might reconsider its opposition which would 

otherwise result in a lower relevance of the USA in the field of international development aid. Moreover, a 

greater involvement of the USA in Asian regional infrastructure investments would further reduce the 

widely held impression that the USA Administration’s “Asian Pivot” is mainly military and does not include 

economic aspects. 

However, for the most part, connectivity has to be achieved through major efforts by all stakeholders. 

These efforts include intergovernmental dialogue, information exchanges, the common provision of 

regional public goods, and regional institution building. This can help to identify, formulate, finance, and 

implement priority regional infrastructure projects, as well as to maintain existing ones. Also, it is essential 

to harness shared resources such as energy and water. Other efforts should be directed towards 

harmonising cross-border rules, systems, and procedures, and helping countries learn from good 

practices concerning institutions, policies, and governance. One point mentioned in this context was the 

necessary creation of standardised technical specifications, such as rail gauges, and project 

management procedures. Mr. Oliver Auge emphasised the necessity of developing comprehensive 

economic corridors. Mr. Yamada Eiji pointed out that the stronger the recipient, the easier it is for donors 

to work together meaningfully; India was mentioned as a positive example in this context. 

 

Approaches to cooperation 

Within the last session, some practical experiences and lessons learned thereof were presented. Mr. 

Prabir De spoke about India-ASEAN Connectivity which is focused on economic corridors, transit 

agreement, and air and maritime liberalisation. Mr. Du Ping argued for developed nations to provide their 

financial and other technical experience and expertise. For instance, Information concerning existing 

projects could be shared through a digital library and think tanks. Mr. Paul Vandenberg argued that more 

consideration should be given to national level coordination and the applicability of comparative 

advantages between development partners. Mr. Kang Daehyun, talking about the Greater Tumen 
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Initiative, mentioned the need to coordinate foreign trade policies in order to create sustainable transport 

routes. 

 

Open Questions and looking forward 

Many questions remained unanswered, including the following ones: 

 Is there enough political will to drive long-term cooperation? 

 What concrete technical measures are there to facilitate cooperation? 

 Should cooperation be organised in a centralized or decentralised manner? 

 What should be the architecture of cooperation? (information sharing to capital cooperation; joint 

planning) 

Finally, where do we go from here in order to achieve a win-win situation? Several proposals were made 

in this context: 

 Creating an epistemic community consisting of various stakeholders from different academic 

backgrounds, including economists, political scientists, anthropologists; 

 Track 1, 1+, and 2 dialogues; 

 Fostering political leadership which looks beyond immediate national, that is economic, benefits (For 

example, how to deal with the needs of oversized construction industry in China and Japan which can 

only survive by becoming involved in developing countries?) 

 Thinking about how to combine hard and soft infrastructure, Mr. Yamada Eiji mentioned the positive 

relationship between roads and higher educational achievements; 

 Learning from the experience of previous regional initiatives and developing best practices catalogue 

accordingly 
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About the Organisers 

A) Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH 

GIZ. Solutions that work. 

We provide services worldwide in the field of international cooperation for sustainable development. GIZ 

has over 50 years of experience in a wide variety of areas, including economic development and 

employment, energy and the environment, and peace and security. The diverse expertise of our federal 

enterprise is in demand around the globe, with the German Government, European Union institutions, the 

United Nations and governments of other countries all benefiting from our services. The German Federal 

Ministry for Economic Cooperation and Development (BMZ) is our main commissioning party, but we also 

work closely with the private sector, fostering successful interaction between development policy and 

foreign trade. 

All these commissioning parties trust GIZ to generate ideas for political, social and economic change on 

their behalf, to develop these into concrete plans and to implement the envisaged change processes. 

Since we are a public-benefit federal enterprise, German and European values are central to our work. 

This makes us a reliable service provider that people can trust. Together with our partners, we work to 

deliver flexible and effective solutions that offer people better prospects and sustainably improve their 

living conditions. 

The registered offices of GIZ are in Bonn and Eschborn. In 2014, our business volume exceeded two 

billion Euros. Around 70 per cent of our local workforce of 16,410 people is national personnel working in 

over 130 countries. In our capacity as a recognised sending organisation, we currently have 785 

development workers in action in partner countries. In addition, CIM, a joint operation of GIZ and the 

Federal Employment Agency, placed around 1,000 integrated and returning experts with local employers 

abroad in 2014 while providing them with financial support and advisory services. 
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B) Support for Economic Integration in Sub-Regional Initiatives in Asia (SCSI) 

Background 

Initiatives in support of regional cooperation and integration have increasingly come to be understood as 

key to Asia’s future development as they enhance the region’s division of labour, its capabilities to attract 

investments, as well as its access to global markets. Moreover, sub-regional initiatives improve the 

connectivity between interior lands and peripheral areas, whereby they not only contribute to the 

reduction of regional disparities and thus poverty, but also facilitate the development of regional 

competitive advantages.  

Our Approach 

The SCSI-Programme aims to support both 

public stakeholders at the national, (sub-) 

regional and local level, and private 

stakeholders from the areas of business, 

science and civil society in the context of sub-

regional cooperation initiatives. In doing so, the 

programme intends to enhance the structural 

conditions of regional economic cooperation, improve the implementation capabilities of the relevant 

stakeholders, and foster the inclusion of the private sector in the relevant processes. Concrete measures 

in this context include sector studies, capacity buildings, and the organisation of dialogue events, among 

others. 

In particular, the SCSI-Programme aims to support the intensification of cross-border economic relations 

between the PR China and its economically and structurally weak neighbouring countries in the context of 

sub-regional cooperation initiatives – that is Cambodia, the Lao PDR and Viet Nam in the framework of 

the Pan-Beibu Gulf (PBG) Regional Economic Cooperation, and Mongolia in the framework of the 

Greater Tumen Initiative (GTI) – in order to ensure these countries’ equal inclusion into the respective 

integration processes and thereby facilitate their future development. 

Focus Areas 

 Addressing functional aspects of regional cooperation and integration within PBG by organising 

studies and capacity building activities. 

 Contributing to the implementation of concrete projects in the GTI priority areas of trade, multi-

destination tourism, and local cross-border cooperation. 

 Promoting peer-to-peer learning and exchange of good practices among regional initiatives, 

leading to pilot replication of lessons learnt.  

Fact Box SCSI 
Project Name Support for Economic Cooperation in Sub-

Regional Initiatives in Asia  

Commissioned 

by 
German Federal Ministry for Economic 
Cooperation and Development (BMZ)  

Key Subjects Trade Facilitation, Port Cooperation, Cross-
Border Economic Zones, Public Private 
Partnerships 

Duration 2015 – 2019 
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C) Zhejiang University 

Located in the historical and picturesque city of Hangzhou, Zhejiang University is a prestigious institution 

of higher education with a long history. Qiushi Academy, the predecessor of Zhejiang University, was 

founded in 1897 and was one of the earliest modern academies of higher learning established in China. 

In 1928, the academy was named National Zhejiang University. During the war time in the 1940s, 

Zhejiang University moved to Zunyi, Meitan, and other places in succession, and eventually stayed in 

West China for seven years. In 1946, Zhejiang University returned to Hangzhou. In 1952, due to the 

nationwide restructuring of universities, Zhejiang University underwent a reshuffling of disciplines which 

caused some departments to merge into other universities and the Chinese Academy of Sciences. The 

remaining departments were divided and subsequently became 4 specialised higher education 

institutions, namely the former Zhejiang University, Hangzhou University, Zhejiang Agricultural University, 

and Zhejiang Medical University. In 1998, these four universities merged to form the new Zhejiang 

University and set a new goal – namely to become a world-class university. In its 116-year history, 

Zhejiang University has always been committed to cultivating excellent talent, advancing science and 

technology, serving social development, and promoting culture, which is best manifested in the 

university’s motto “Seeking the Truth and Pioneering New Trails”. 

 Zhejiang University is a comprehensive research university with distinctive features and a national as 

well as international impact. Research at Zhejiang University spans 12 academic disciplines, covering 

philosophy, economics, law, education, literature, history, art, science, engineering, agriculture, medicine, 

and management. With 7 faculties and 36 colleges/schools, Zhejiang University has 14 primary and 21 

secondary national leading academic disciplines.  

 Zhejiang University has long been holding the educational philosophy of putting people first, cultivating 

all-round competences in students, seeking the truth, and pioneering new trails in search of excellence, 

and is thus committed to developing future leaders with an international perspective. Zhejiang University 

has educated a large number of outstanding talents in its history. More than 160 alumni have become 

elected members of the Chinese Academy of Sciences and the Chinese Academy of Engineering. With 

educational thoughts advancing with times, Zhejiang University paces the whole nation in educational 

reforms. Its rich campus culture, advanced teaching facilities and a wide range of international exchanges 

create favourable conditions for students’ development. 

 Zhejiang University focuses on assiduous study and research, as well as science and technological 

innovation. It has launched a number of international high-end academic platforms and gathered masters, 

scholars, and high-level research teams in various disciplines. In recent years, Zhejiang University has 

maintained a leading position in China in terms of publications, patents etc., and has made abundant 

important achievements in science, technology, humanities, and social sciences. Zhejiang University has 

always taken initiative in catering for national and regional needs, and exerted itself to become an 
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influential high-level source of innovation and a pool of talents. In 2014, the research fund at Zhejiang 

University amounted to RMB 3.121 billion. 115 projects under research have each secured a grant of 

more than RMB 10 million. 

 As of December 31, 2014, there is a total of 46,364 full-time students enrolled at Zhejiang University, 

including 13,952 graduate students, 8,779 PhD candidates, and 23,633 undergraduates. In addition, 

there are 5,746 international students who currently attend Zhejiang University. Among its 3,437 standing 

faculty members, 1,474 faculty members hold the title of professor. Other important facts and figures in 

regard of the university’s staff are as follows: There are 12 members of the Chinese Academy of Sciences, 

17 members of the Chinese Academy of Engineering, 69 experts in the State’s "1000-elite Programs", 41 

chief scientists of 973 national projects, 111 Chair Professors in the Chang Jiang Scholars Program, and 

105 scholars awarded with the National Science Fund for Distinguished Young Scholars. With five 

campuses, namely Zijingang, Yuquan, Xixi, Huajiachi, and Zhijiang campus, Zhejiang University 

encompasses an area of 4,503,741 m
2
 with school buildings covering 2,308,783 m

2
 of floor space. The 

university library holds a collection of more than 6.71 million volumes. In addition, Zhejiang University has 

7 high-level affiliated hospitals. 
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D) China Academy of West Region Development (CAWD) 

The China Academy of West Region Development (CAWD) was jointly established by the National 

Development and Reform Commission (NDRC) and Zhejiang University (ZJU) in October 2006 to 

promote academic research, technological service, and talent training. It is dedicated to China’s west 

region development strategy and the “Belt and Road” strategy, and constitutes a first-class think tank. 

The establishment of CAWD serves the implementation of the Chinese Communist Party (CCP) Central 

Committee’s spirit to promote cooperation between China’s Eastern and Western regions, to coordinate 

regional development, as well as to exert the advantages of teaching, research, and advancement of 

talents at ZJU in order to strategically support the economic and social development throughout PRC’s 

Western provinces.  

CAWD is seeking to become an innovative research academy with first-class competences in China and 

significant influence internationally. Guided by a high-level, open-ended, and forward-looking 

development direction, whilst integrating various scientific advantages and agglomerating talents, it 

focuses on theoretical and applied research on strategic issues regarding China’s west region 

development and the “Belt and Road” strategy. Its areas of expertise aim at providing proficient policy 

advice, technological services, innovative talent management, as well as international exchanges and 

cooperation, and consequently at serving as the key research and training base for promoting East-West 

interaction and regional development. 

Aiming at fostering sustainable economic growth in China’s Western region, CAWD is aspiring to become 

one of the leading and most significant scientific research centres in the country, providing technological 

services, talent recruitment and training, as well as international exchanges. Furthermore, CAWD strives 

to be a renowned research institute bridging East-Mid-West academic thinking, as well as a domestically 

and internationally recognised advisory body for official policy-making.  

CAWD not only serves national decision-making by being connected with major national strategic needs, 

but also provides consulting and intellectual support for the decision-making of the governments at 

different levels in the PRC’s Western region. Important achievements include the participation in the 

drafting of the “Strategic Planning for ‘Belt and Road’ Construction” and the “Vision and Action for 

Promoting the Silk Road Economic Belt and 21st Century Maritime Silk Road Construction”, and two 

research reports of authoritative and academic value.  
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