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Bridging the gaps:  
Assessing Asia’s need for better infrastructure
Written by the Economist Intelligence Unit 

• Many businesses in Asia say poor infrastructure is a major barrier to achieving a  
 consistent sales strategy

• Policymakers have made progress on forming regional institutions to support  
 infrastructure development in Asia

• Regional approaches to infrastructure will require countries to check national  
 self-interests

Asia’s progress toward building a regional infrastructure 
network has yet to catch up with its economic potential. 

The Manila-based Asian Development Bank (ADB) estimates 
the region is facing an US$8trn infrastructure investment 
shortfall through 2020. By key measures such as road 
density, access to electricity and safe water supplies, most of 
Asia trails the world’s developed markets. For example, Asia 
only has 0.2 airports per million inhabitants, the least of any 
region in the world, according to PwC. 

The lack of quality infrastructure can be a big deterrent 
to overseas investors. 

Part of the issue is fiscal. Arjun Goswami, director of 
the ADB’s Regional Cooperation and Integration Division, 
says annual public and private infrastructure investment 
amounts to 3% percent or less of GDP in much of the region, 
below even the levels seen before the 1997 Asian financial 
crisis. “We need more of the fiscal space to be allocated to 
infrastructure spending,” Mr Goswami says. 

Increased private sector involvement has been touted 
before as a solution, but mobilising the region’s companies 
is no easy task, especially when it comes to cross-border 
projects that have additional policy and exchange rate 
risks. Who can blame business leaders for being wary 
of infrastructure partnerships, when in 2011 Myanmar 
suspended ambitious China-backed rail and dam projects in 
the country, fearing overdependence on China. 

Financing is also only part of the puzzle; potential 
investors need policymakers to coordinate on standards 
and regulations for projects that span jurisdictions. For 
example, building a railway link connecting two or more 
countries requires national governments in each to 
agree on everything from rail gauge dimensions to safety 
requirements.   

Emerging connections 
There are indications of a more concerted infrastructure 
drive and “institutional connectivity” emerging, particularly 
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at the sub-regional level, Mr Goswami says. Countries in the 
Greater Mekong sub-region—Cambodia, Laos, Myanmar, 
Thailand, Vietnam and China—have pooled efforts to 
overcome transport challenges and facilitate trade. They 
have created new roads that connect landlocked parts of 
Thailand and Laos with the Vietnamese coast, representing 
a significant change from a decade ago. This has inspired 
similar approaches in South Asia and Central Asia. 

ASEAN members plus China, South Korea and Japan have 
created a joint credit guarantee facility that encourages 
the issuance of local currency bonds and channels Asian 
savings into infrastructure investment. ASEAN and the 
ADB have also established the ASEAN Infrastructure Fund, 
which recently welcomed Myanmar as its 11th member and 
combines contributions from ASEAN members with ADB 
financing for road, rail, power, water and other critical 
infrastructure. The fund has supported power projects in 
Indonesia and Vietnam and plans to issue high-grade debt 
over the next couple of years that could attract interest from 
regional investors.

However, no development will be as significant to 
regional infrastructure development in the near future 
as the creation of the China-backed Asian Infrastructure 
Investment Bank (AIIB), which boasts 57 founding 
members, a planned capital base of US$100bn and a 
mandate to support “regional connectivity” in Asia. Its 
substantial resources could help China’s vision of a new ‘Silk 
Road’ linking Asia and Europe become a reality. While how 
the AIIB will operate in practice remains to be seen, it could 
fill a clear gap by funding large-scale projects on commercial 
terms, with other multilateral institutions like the ADB and 
World Bank currently more focused on capacity-building and 
concessional lending. 

Getting business on board 
More will likely still need to be done to bring the private 
sector into the fold. The ADB sees significant potential in 
public-private partnerships (PPP), in which governments 
and companies team up to fund and operate infrastructure 
projects. These can take the form of everything from 
straightforward joint ventures to build-operate-transfer 
(BOT) arrangements, in which private investors build and 
operate a project for a fixed period of time, collecting any 
associated revenues, before transferring ownership to the 
government. 

PPPs are limited, though, in how much they can 
accomplish. Many infrastructure projects—such as a 
wastewater treatment plant or road for a remote rural 
community—may be environmentally or socially necessary, 
but lack the commercial justification needed to attract 
corporate involvement. Logistics companies can also be a 
force for change, as seen in China where the exponential 
growth of e-commerce has revolutionised the country’s 
delivery networks. The expansion of mobile technology, too, 
represents an unprecedented opportunity to bring formerly 
remote or inaccessible areas into the communications grid.

Ultimately, joint development structures in which two 
or more countries partner to finance, build and operate 
new infrastructure may take form on a regional level. The 
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region’s largest and fastest-growing economies may find 
themselves increasingly having to balance national self-
interest with needs to develop physical infrastructure.  

As with other forms of integration, it is also important 
that the region’s efforts to forge common infrastructure don’t 
take place in a vacuum. A road or railway that seamlessly 
connects two markets physically, for example, means little if 
complex customs or border crossing procedures continue to 
hamper the flow of goods between them. 

“In the end you don’t just want a transport link between 
point A and point B, you want jobs and investment,” Mr 
Goswami says. “You get transport, you get logistics, then 
you get policy reforms, with urban centres really acting 
as centres of freight trade with each other. Every country 
shares in that prosperity, and that’s going to be part of the 
wave of the future.” 
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