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I.
Introduction


Ladies and gentlemen, good afternoon.

 AUTONUM  
I would like to share with you today some of my thoughts on how the global financial crisis is impacting developing Asia, including the pressures on infrastructure financing. I will also talk a bit about what the Asian Development Bank (ADB) – the region's development financial institution – has been doing to help sustain infrastructure investments during a time when financial markets are tight and the global economy is in a serious downturn.

II.
How is the Crisis Impacting Developing Asia?

 AUTONUM  
This is by far the most serious crisis to hit the world economy since the Great Depression. Ironically, many of the impacts we see across the world, including Asia, reflect our level of global financial integration and economic interdependence. 

 AUTONUM  
As the crisis unfolds, it is becoming clear that no country or region could hope to remain immune.  The loss of capital valuation of financial assets worldwide may have reached $50 trillion - the equivalent of one year of world Gross Domestic Product (GDP). Developing Asia's share could well be close to $9.6 trillion. The direct impact of the crisis has particularly hit the more open newly-industrialized economies such as Korea and Singapore, as well as ASEAN member countries. In fact, Asia's emerging economies have been hit harder than most due to the export reliance that has driven impressive growth in recent decades. More than 60% of the region's exports go to the United States, Japan and Europe. With world trade growth in 2009 expected to contract for the first time since 1982, we probably have not yet seen the worst. 

 AUTONUM  
ADB has been reviewing the impacts of the crisis on the 2009 aggregate GDP of developing Asia. The growth rate is expected to be substantially lower than pre-crisis growth of 9% in 2007, and certainly lower than our estimate of 5.8% made in late 2008. Our latest estimates will be made available by end March 2009. Things may get worse before they do get better. However, we remain confident that Asia will be one of the first regions to emerge from it, and it will emerge stronger than ever before.

 AUTONUM  
Our biggest concerns revolve around four inter-related impacts. First, the economic slowdown has reduced exports across the entire value chain. This in turn will increase unemployment, lower wages, and reduce GDP growth. Second, we are seeing an outflow of foreign direct investments from Asia's financial and capital markets, thus leading to depressed domestic equity markets. Third, credit availability remains tight in domestic financial markets. And fourth, reduced remittances from overseas workers could have yet unseen consequences for informal social safety nets.  

 AUTONUM  
The financial crisis – coming on top of the food and fuel price increases of last year- threatens to setback the fight against poverty. With close to 900 million people in developing Asia surviving on less than $1.25 a day, any tempering of growth is a serious concern. ADB estimates that a two percentage point drop in 2009 GDP from the 2008 levels would push about 39 million additional people into poverty. Let us not forget the estimated 50 million who fell back into poverty in the immediate aftermath of the 1997-1998 Asian financial crisis. Clearly, the current crisis further exacerbates the challenges of long-term poverty reduction in the region. Governments need fiscal space for targeted fiscal stimulus and social safety net programs to provide relief to the poor and investments that create productive jobs. In the Asia-Pacific, the International Labor Organization has projected that as many as 27 million more people could become unemployed this year. 

 AUTONUM  
The reforms Asia had undertaken over the past decade have left us in better shape to address the multifaceted concerns in the face of the global downturn, including financing the huge investment needs of the region.  We learned from the 1997-1998 Asian crisis that reductions in infrastructure investments that put future recovery at risk should be avoided. Many Asian economies slashed public and private infrastructure investments where it was already too low. Private investment in infrastructure fell by more than half in East and Southeast Asia after 1996. Public investment also declined sharply as budget constraints and international financial institutions cut their infrastructure lending. Infrastructure programs were among the first to be  cut in developing Asian economies and these countries are still suffering from a large infrastructure deficit.  Their poor infrastructure has kept growth rates below their potential. Although an economic crisis may relieve some pressure on existing infrastructure, it does not lessen the need for upgrading and investing in infrastructure over the medium to long-term. We see some Asian economies responding to the crisis by increasing public infrastructure spending to sustain demand, help create jobs, and raise long term growth.

 AUTONUM  
In the midst of the current crisis, it is therefore even more important that development finance partners, including ADB assist countries to enhance infrastructure investments and cooperation as a part of the region's fiscal stimulus package to regenerate growth in Asian economies. The debate is no longer about whether fiscal stimulus is needed but how much and in what sort of programs.
III.
How can ADB Help? How is ADB Helping?


Multilateral Development Banks and their Counter-cyclical Role in Times of Crisis

 AUTONUM  
The international community recognizes that multilateralism is central to a coordinated response to the crisis to restore global financial stability and growth in emerging markets and developing countries.  The G-20 has called on its members to provide the capital resources needed by multilateral development institutions such as ADB to exercise their development mandates. This mandate includes providing crucial support and filling the financial gaps during economic disruptions, as well as, continuing to promote environmentally sustainable inclusive growth. At the ADB, we are hopeful that a general capital increase will soon be completed. The general capital increase will enable us to provide even more meaningful assistance to our developing member countries – not only in response to the present crisis but over the full period of our Long-term Strategic Framework 2008-2020, or Strategy 2020. Our Strategy focuses on five core areas of operations – infrastructure, environment and climate change, financial sector development, education and regional cooperation – which will make up 80% of our operations in the next decade. These core areas are all the more relevant in the context of the global crisis. 

 AUTONUM  
ADB is a key development partner in the international community.  First, ADB was structured to act as a key intermediary between investment needs and savings, particularly in circumstances where financial markets are underdeveloped or stressed. Second, ADB provides strong leverage for shareholders' capital. Every $1 of paid-in capital has historically led to $15 of new lending. Third, ADB's core business lines tie in closely with the current and long-term priorities of our developing member countries. Fourth, the crisis shows that regional economic integration and public goods need to be managed well if development benefits are to be achieved. ADB has a mandate and an internationally renowned track record in this area. Fifth, the quantity and quality of public expenditure are critical to development and to preserving social stability, minimizing waste, and avoiding unsustainable debt. We combine high quality economic and policy analysis and other knowledge products with development finance. Sixth, ADB is increasingly efficient and results oriented. 

 AUTONUM  
Further to this, we can help mitigate the impact of the crisis on developing Asia by providing funding for infrastructure, credit enhancements and guarantees, trade financing, and quick-disbursing program loans to governments to support policy reforms. We were there during the 1997-1998 crisis and we are here now to support our developing member countries ride out the current financial storm and continue to pursue their development agendas. Our experience gained from assisting the region during the 1997-1998 Asian financial crisis adds to our collective understanding and helps ensure effective responses.

  AUTONUM  
With impaired credit markets, many developing member countries are turning to multilateral agencies like the ADB for assistance. We are looking at providing up to an additional $7 to $8 billion of ordinary capital resource funding support in 2009-2010. This is around 48% more than the amount planned for 2009-2010.  Around $1 billion of this assistance will be for supporting trade finance through ADB's Trade Finance Facilitation Programme with the Japan Bank for International Cooperation (JBIC). An additional $2 billion will be mobilized in programmatic cofinancing in 2009-2010. We have partnership arrangements with the Islamic Development Bank, JBIC, the Republic of Korea, and regional export-import banks to mobilize additional resources and undertake joint projects.   The $11.3 billion Asian Development Fund X (ADF, ADB's concessional lending window) for our poorer developing member countries may be aggressively front loaded for the first two-year period by as much as 30% to around $3.1 to $3.4 billion in 2009 and 2010. 

ADB's Approach to Infrastructure Investments

 AUTONUM  
Developing Asia has been chronically under-investing in critical infrastructure such as energy, climate change, transport, water, and urban development. Even prior to the crisis, developing Asia's need for infrastructure was already significant at $4.7 trillion over the next decade. Investments for addressing environmental issues alone could reach $100 billion a year, including $30 billion for renewable energy, $28 billion for adaptation to climate change, $14 billion for energy efficiency, and $8 billion for sustainable management of water resources. There is enough demand for goods and services in these sectors to offset declining consumer demand from the United States and Europe.  Certainly, it is clear that an Asian-led effort within Asia will help the region recover much faster. ADB's established presence and expertise in infrastructure - our leading area of operation under Strategy 2020 - positions us well to address the pre-existing constraints on growth, productivity and competitiveness and the challenges imposed by the current crisis. Our strong past record in infrastructure, particularly in energy, transport, water, environment and communications, and our continuing emphasis on infrastructure development will enable us to respond decisively to an infrastructure deficit in developing Asia. Infrastructure will continue to dominate our work program, accounting for 80% of our overall lending volume over the next three years.

 AUTONUM  
ADB's major borrowing countries are China, India, Indonesia, Pakistan, Philippines and Viet Nam. We have had discussions on China and India in this Summit and so let me briefly mention our program in these two countries. In India, we will continue to focus on infrastructure development in the transport, energy, urban, agriculture, and water resources management sectors. Our operations will be mainly in the poorer states such as Bihar, Chattisgarh, Madhya Pradesh, Orissa, Uttarakhand, and those in the north eastern region to help address interstate disparities, build capacity, and support inclusive growth. 

 AUTONUM  
The thrust of ADB's partnership with China puts greater emphasis on harmonious development of rural and urban areas, energy efficiency, and climate change issues. Private sector development remains a strategic priority. We will promote non-sovereign lending and private-public partnerships (or PPPs) in infrastructure through policy dialogue. A substantial part of our assistance flows to poorer provinces in the central and western parts of the country and in the old industrial areas in the northeast. The focus on energy efficiency and environmental sustainability will be a main feature in all our transport, urban development, and infrastructure operations. China expects urbanization to increase significantly with more than 10 million people each year moving from rural to urban areas. We will also help China expand capacity in transport through operations in railways and roads to connect the less developed and rural areas. Similarly, ADB's assistance in our developing member countries are aligned with the respective country strategic plans in the infrastructure sector. 

Infrastructure in China and India – Some Comparative Analysis 

 AUTONUM  
Recently, we have undertaken a study comparing infrastructure development between China and India.
  One finding, specifically the financing of infrastructure growth, is of particular interest.  China has had phenomenal success in finding the domestic resources to fund its aggressive build up of infrastructure. The capital structure of projects in China comprise 16% grant funding (or allocations from the consolidated government budget); 54% equity from local governments, state owned enterprises, foreign and other investors; and 30% debt, provided mainly by domestic banks.  In contrast, 43% of the financing in India are grants, 21% from equity and 36% from debt. It was found that India is more dependent on foreign debt financing than China. China has managed to attract foreign direct investments to fund a greater share than India, 2% versus virtually zero. Lastly, China has also had greater success in tapping equity markets; third party equity funding was 6% compared with an estimated 1% in India.

III.
Infrastructure – A Comprehensive Development Agenda

 AUTONUM  
Looking ahead, at a time when significant resources are being made available under the stimulus packages for infrastructure, we need to look at several key dimensions of building infrastructure to get the maximum benefits and development impacts. Infrastructure operations have to be more than just "bricks and mortar" – they should be part of a larger, more comprehensive development agenda. Certainly, in ADB, it is so. We look at five inter-related dimensions in addressing the challenges of infrastructure development – the economic, demographic, environmental, governance and the financing dimensions. In this regard, a framework for infrastructure investments developed by the ADB, JBIC and the World Bank (Connecting East Asia - A New Framework for Infrastructure) provides us interesting perspectives on these five dimensions. 

The Economic Dimension

 AUTONUM  
The economic dimension speaks to the role of infrastructure in underpinning investment, growth and poverty reduction.  Infrastructure both promotes economic growth and makes growth more inclusive, particularly in remote areas and small and landlocked countries. It provides access for the poor to basic services and income opportunities.  Studies suggest that differences in infrastructure help explain East Asia's superior productivity to other emerging regions. Globally, economic evidence shows that the returns from investing in telecommunications, transport and power infrastructure greatly exceed those from other forms of capital investments.  By contrast, lack of adequate infrastructure can hinder potential growth, weaken international competitiveness and adversely affect poverty reduction efforts.

 AUTONUM  
Rural infrastructure investments can lead to higher farm and nonfarm productivity, employment and income opportunities. An ADB study in China found that among government infrastructure projects, rural roads have the largest impact on poverty incidence. For every 10,000 yuan (about $1,400) invested on rural roads, 3.2 poor persons are estimated to have been lifted out of poverty. Every 10,000 yuan invested in electricity development lifted 2.3 persons out of poverty. Studies in China have shown that railway projects can have significant impacts on GDP, poverty reduction, and empowerment of women and ethnic minorities.  For example, in the project area of the Shenmu-Yanan railway in Shaanxi Province, China, GDP increased 30-32% while the provincial average was 21%. Let me also add that project design, including location of infrastructure investments, is critical. Poverty reduction can be hastened if rural roads, irrigation, and rural electrification interventions are made in locations that are pivotal in terms of distributive and multiplier effects favoring the poor. Clearly, well-planned infrastructure development is essential for economic growth. 


The Demographic Dimension

 AUTONUM  
Second, the demographic dimension addresses the contributions and the needs of rapidly growing cities to stay competitive, link with the poor in the rural areas and provide regional infrastructure supporting cross-border trade.  Rural economies depend on urban economies, but urban economies also depend on rural economies for human capital and agriculture products. Asia and the Pacific has the fastest growing urban population in the world. Asia’s rapid urbanization is unprecedented. Over the past 30 to 50 years, the populations of most Asian cities have grown at a rate and pace that has exceeded, by far, the capacities of the responsible authorities to provide sufficient levels of infrastructure, municipal services and affordable housing to meet the basic needs of the people. The City of London took 130 years to grow from 1 million people to 8 million. Bangkok took 45 years to grow its population to the same level, and Seoul, only 25 years. Some 1.1 billion people will move to cities in the next 20 years.

 AUTONUM  
By 2030, the UN estimates that the Asia and Pacific Region’s population will reach 4.9 billion, of which 55% (or 2.7 billion people) will live in urban areas, including Asia’s 11 megacities (a megacity is loosely defined as a continuous urban area with a population of 10 million people or more). Asian megacities have populations and economies as large as some countries. To give us an idea of the scale, for example, the 2005 population of Mumbai, India of 18 million is more than 3 times that of Denmark (5.3 million).  However, Denmark’s GDP is $175 billion or more than twice that of Mumbai ($84 billion). Shanghai’s economy is almost 150% that of Bangladesh.

 AUTONUM  
By 2015, the UN forecasts 22 megacities worldwide and 12 of these will be in Asia. The result has been burgeoning city growth that is largely unplanned and uncontrolled. The consequence is that most cities today suffer from inadequate water supply and sanitation systems, severe traffic congestion, a proliferation of low grade housing, inappropriate land management and environmental degradation of air, land and water. The population of urban poverty in Asia is significant. In Bangladesh, it is a staggering 36.6%, in Pakistan 25.9%, and in India 23.6%.  Providing jobs and services while improving the livelihood and quality of life for many city dwellers is an urban management task of enormous magnitude. These are the two faces to urbanization – that of the economic prosperity and contribution of cities, and the prevalent high disparities in income in cities.

 AUTONUM  
Therefore, we know how important urban development is and how critical urban infrastructure is. In our case, we have in place several programs such as the Urban Services Initiative, the Sustainable Transport Initiative and the Water Financing Program. These programs aim to deploy substantial investments, enable policy reforms and sustain capacity development in developing member countries.

Regional Cooperation in Infrastructure

 AUTONUM  
A key spatial and demographic dimension of ADB's infrastructure operations is the focus on regional cooperation. Regional cooperation in developing cross-border infrastructure is critical for enhancing physical connectivity and sharing scarce resources such as energy, capital knowledge, and services. We would like to see an Asia with seamless world-class infrastructure networks. This involves developing "hard" infrastructure – physical assets, as well as the "soft" infrastructure – policies, regulations and institutions that enables the development and operation of physical infrastructure.  

 AUTONUM  
Since the early 1990s, ADB has supported several subregional infrastructure programs. The Greater Mekong Subregion (GMS)
 program has investment plans of over $20 billion for the period 2008-2016 in energy, transport, communication, and agriculture sectors. Our Central Asia Regional Economic Cooperation (CAREC)
 Transport and Trade Facility Strategy focuses on upgrading key transport corridors and simplifying and harmonizing the regulations that govern cross-border trade. By 2017, we expect trade on CAREC trade corridors to increase to 5%, from less than 1% in 2005. We also expect the time for border crossing to be cut by 50% by 2012 and a further 30% by 2017. Total estimated investments would be over $21.1 billion, including technical assistance to undertake feasibility studies and provide advisory support.  The South Asia Subregional Economic Cooperation (SASEC)
 initiative launched in 2001 provides a forum for discussion and prioritization of subregional cooperation projects in six priority sectors of energy, power, environment, information technology, tourism, private sector cooperation and transport. ADB also has frameworks for sub-regional support for the Indonesia-Malaysia-Thailand Growth Triangle (IMT-GT) and the Brunei Darussalam-Indonesia-Malaysia-Philippines East ASEAN Growth Area (BIMP-EAGA). 

 AUTONUM  
We have seen that regional infrastructure has had significant development impacts. As an illustration, the Phnom Penh to Ho Chi Minh City Highway Project supported bilateral trade in Cambodia and the southern region of Viet Nam, and more broadly, regional cooperation among Greater Mekong Subregion (GMS) countries. The project reduced the average time required to reach local healthcare services by around 30% while travel times to schools and markets fell by around 40%. In Cambodia, the Bavet area was transformed from rice fields and an agriculture-based economy into an area of commerce and industry with a special economic zone.  Job creation from livelihood diversification and increased trade enhanced people's living standards and increased household income and spending.  Similarly, in Viet Nam, the road improvement influenced the development and expansion of new industrial estates and commercial establishments along the route. Cross-border trade value increased by around 500% from 1997 to 2006.  


 AUTONUM  
The East-West Corridor Project linking the landlocked areas of northeast Thailand with the coast of Viet Nam across the Lao PDR reduced travel time from the Lao PDR and Viet Nam borders from around 12 hours in 2001 to less than 3 hours in 2007.  Increased traffic led to expansion of regional trade. Foreign direct investments and joint ventures in Savannakhet province, Lao PDR increased from $96 million in 1995-2000 to $250 million in 2001-2005. Well over half of these foreign direct investment projects are in agriculture, providing work for villagers in activities such as silk and cotton production, weaving and handicraft. 

 AUTONUM  
Regional cooperation is important to complement the efforts at reducing poverty at the country level. Preliminary findings from a study on regional infrastructure noted that the benefits of extending and upgrading Asia's infrastructure networks are so large that these investments would benefit all countries in the region. However, the region's infrastructure development still lags behind its fast economic growth. It also lags behind the world's standards in both quality and quantity and has significant financing needs. Given the huge development benefits, Asia's economies should use the opportunities presented by the crisis to enhance regional cooperation in its financial markets to mobilize funds for regional infrastructure projects. 

The Environmental Dimension: Investments in Green Infrastructure

 AUTONUM  
Let me now turn to the environmental and safeguards dimension, or the impact of infrastructure on the environment, including air quality, availability of clean water and sanitation, and protection of the eco-system. If not properly planned, infrastructure will have costly implications in the future. The "let's grow first and clean later" attitude is no longer an option in Asia. ADB has in place safeguard policies on environment, indigenous peoples and involuntary resettlement to avoid, minimize, or mitigate both the adverse environmental impacts and the social costs of infrastructure projects. 

 AUTONUM  
Infrastructure is central to addressing global climate change and conserving energy. Developing Asia is home to the world's fastest growing energy consumers and greenhouse gas (GHG) producers, accounting for nearly 30% of GHG emissions. By 2030, 40% of the global greenhouse gas emissions will come from Asia. The short-term challenge is to maintain the extraordinary momentum of the clean energy industry in these difficult times. In designing fiscal stimulus packages, policy makers should ensure that these funds are channeled to building long-term productive capacity, including sustainable energy systems. Developing renewable energy technologies, rolling out a fully digital grid, properly insulating homes and offices, and educating a new generation of engineers, technicians and scientists should all be part of any fiscal stimulus program. 

 AUTONUM  
Many countries are considering various opportunities for green investments in their stimulus packages. The United States has made it clear that it considers low carbon investments as one of the principal means to create new jobs and lift the US economy from a prolonged downturn. The Government of Japan will launch a $5 billion lending facility to help developing countries improve water, solar power and other environmental infrastructure. The JBIC plans to partner and supply syndicated loans with the ADB and other multilateral institutions to provide this facility over the next two years. The Government of Korea also launched a huge $32 billion "Green New Deal" which intends to create 950,000 jobs over the next four years and revolutionize South Korea's whole industrial economy.  

 AUTONUM  
Within business, the recession is spurring on cost saving energy efficiency projects, with most companies making energy efficiency a high priority over the next two years. A significant minority are also discovering longer-term business opportunities relating to climate change. There is now a growing momentum to make green technologies in Asia more affordable and viable on a mass-scale. However, it is my view that the appropriate green technologies will become even more possible and available sooner if countries like China and India become part of the paradigm shift to green investments.

 AUTONUM  
The environment and climate change comprise a core area of ADB's Strategy 2020. Our Clean Energy and Environment Program includes the Energy Efficiency Initiative (EEI) with the objective of expanding ADB’s investments in energy efficiency projects to $1 billion a year. Last year, we lent $1.6 billion of clean energy projects. We plan to increase our lending for energy efficiency and clean energy projects to $2 billion a year from 2010. We have the Carbon Market Initiative to provide upfront and ongoing support for carbon-reducing projects – to “make projects happen” and help meet the world’s long-term demand for energy and climate change mitigation. ADB has a $150 million Asia-Pacific Carbon Fund as well as a Future Carbon Fund (of up to $200 million) providing upfront financing for carbon credits beyond 2012. And, we have the Renewable Energy, Energy Efficiency, and Climate Change or REACH Program which consists of several trust fund initiatives, the Energy for All, and other sustainable transport and regional knowledge hubs activities. In partnership with governments and the private sector, we have made green investments in wind power projects in the Maharashtra State in India and in Inner Mongolia, a biomass project in Thailand, energy efficiency projects in the Philippines, and small hydropower projects in China. 


The Governance Dimension

 AUTONUM  
The fourth dimension of infrastructure – a critically important one - is governance.  It highlights the influence of the political economy on tariff levels and draws attention to the complex interplay of public-private ownership and regulation issues. Relevant questions we ask in our review of infrastructure investments are: "Who captures the benefits of infrastructure? Who provides it? At what price and at what cost?" Since the 1980s, ADB has been providing support to sector reforms in infrastructure covering policy, institutional and regulatory concerns, increasingly emphasizing cost recovery and ownership issues. The need to establish independent regulators is consistently conveyed to governments through project and policy dialogues. This is an area where multilateral financial institutions like the ADB will be extremely helpful in assisting the private sector undertake infrastructure projects as well as in promoting public-private partnerships (PPPs).

The Financing Dimension: Public-Private-Partnerships and Financing Instruments

 AUTONUM  
The final dimension is, of course, financing. ADB's Strategy 2020 highlights, among other things, an increasing focus on private sector operations and partnerships to catalyze more private capital into the region. By 2020, we expect 50% of our operations will be in support of the development of the region's private sector, and more than 70% of these will be in renewable energy, in hydropower generation and in transport infrastructure.

 AUTONUM  
We offer LIBOR-based loans which can be denominated in US dollars, Japanese yen, or the euro, Our local currency loans are attractive for private sector infrastructure projects as they mitigate the foreign exchange risks. Our local currency loans are particularly important financing tools for renewable energy projects such as the wind projects in India and Inner Mongolia. By issuing local currency bonds, we have also assisted in the deepening of domestic debt and capital markets in the China, India, Malaysia, Philippines, Thailand and other countries. In 2006, we launched a $10 billion Asian Currency Note Programme, a multi-currency platform that links the domestic capital markets of Hong Kong, China; Malaysia; Singapore; and more recently, Taipei,China; and the Philippines under a single legal framework, with others expected to join over time. Since 2003, ADB's local currency bond issuances have amounted to $2.1 billion equivalent. In relation to this, some of our ongoing efforts to help address the financial challenges presented by the current global crisis include support to the Asian Bond Market Initiative which helps increase issuance and demand for local currency bonds, and our support to the expansion of Chiang Mai Initiative to a $80 billion regional pool. 

 AUTONUM  
ADB's guarantee instruments – our partial risk guarantee and political risk guarantee - and our complementary (or B-loan financing) cover those risks that the private sector cannot easily absorb or manage on its own. Mitigating these risks can make a crucial difference in mobilizing debt funding for private sector projects. For example, a partial credit guarantee program in China enabled energy efficient companies to gain access to finance from domestic commercial banks which otherwise would not have been possible. To date, ADB has provided $2.8 billion in partial credit guarantees, $400 million in political risk guarantees, and $2.4 billion in complementary financing or B-Loans (where ADB is the lender of record). 

 AUTONUM  
We will continue to support strategic interventions through public-private partnerships in infrastructure projects, focusing on energy, transport, water, the disposal and treatment of wastewater and solid waste, power distribution, and other urban services. One such illustration is the ADB's infrastructure investment in the 1,000 megawatt, $1.0 billion Nam Theun 2 Hydroelectric Project in Lao PDR. The project will generate power in landlocked Laos exporting around 92% to Thailand starting in 2010. ADB provided a $50 million loan to the private electricity generation company, and a $50 million political risk guarantee cover for the commercial co-lenders. We also provided a $100 million loan to the Government of Lao PDR for its equity investment in the private electricity generation company. This relatively modest participation by ADB (and by other international financial institutions like the World Bank) made possible the syndication of the huge investment project in a small country like Laos.  ADB and the World Bank also helps to ensure that negative resettlement and environmental impacts of the project are kept to a minimum, and that any resettled communities are properly compensated and provided with sustainable livelihoods programs.  

 AUTONUM  
ADB is also recognized in the region for its ability to structure loans and guarantees packages in project finance. For example, we provided a $450 million loan to a project company in India, to build, own and operate the 4,000MW Mundra project in the western state of Gujarat. The project uses technology that improves the conversion efficiency of fuel by over 25% compared to conventional coal-fired power plants, significantly reducing carbon dioxide emissions. Risk participation agreements with the Export-Import Bank of Korea catalyzed $1billion in debt financing from the Republic of Korea. The Mundra Ultra Mega Power Project was awarded the 2008 Power Deal of the Year award.
 The plant is expected to be the first in a series of large energy-efficient power plants in India under the Government's "Power for All" plan to provide reliable and quality access to power by 2012, and promote PPPs in large scale power projects. 

 AUTONUM  
ADB is committed to assist in mobilizing the financial resources for infrastructure investments in the region. We have established the Asian Infrastructure Financing Initiative to pool resources from development partners for this purpose. We are discussing with several of the region’s governments—those with a deep pool of foreign reserves like the Government of Japan and along with the Islamic Development Bank, the Korea Export- Import Bank, and the Korea Development Bank—how to best tap into these resources for infrastructure development.
 AUTONUM  
Infrastructure is increasingly recognized by institutional investors worldwide such as pension funds and insurance companies, as an attractive standalone asset class. As an asset class, it offers predictable and stable cashflows with reliable real growth. And, it has a history of resilience to world economic and political shocks. Since the 1990s, ADB has partnered with institutional investors such as the California Public Employees Retirement System (CalPERS) to provide risk capital and related investment and management services to boost infrastructure investments in the region.

 AUTONUM  
We have also been involved in non-bank financial service companies like India's Infrastructure Leasing & Financial Services (IL&FS) and the Infrastructure Development Finance Company Limited (IDFC) to catalyze private sector participation. IL&FS and the IDFC have gone beyond pure lending to include functions related to project preparation and building a pipeline of commercially viable projects.  These comparative advantages have made it possible to bring together the various stakeholders required for successful implementation of PPPs. 
 AUTONUM  
Lastly, we understand the strategic importance of building a pipeline of commercially viable infrastructure projects, including green technologies. In partnership with three Singaporean companies, we have established the Asia Infrastructure Project Development Private Limited (AIPD), which will facilitate the development of commercially viable projects through PPPs in China's water and sanitation sector. The advisory services company will provide the necessary resources and expertise to identify and develop projects from the concept stage until they are successfully tendered out as PPP projects. Similarly, various ADB initiatives are looking at the business development of viable PPPs for India, Indonesia and others in the region.
IV.
Conclusion

 AUTONUM  
ADB's Strategy 2020 calls for three distinct but complementary development agendas for the Asia and the Pacific region – inclusive economic growth, environmentally sustainable growth, and regional integration. Infrastructure is a key development area of operation which should encompass these three strategic agendas.   We in ADB believe that our role is firstly, to help crisis infrastructure which is primarily fiscal stimulus, aimed at assisting public works type of projects to get economic activity going quickly. Secondly, we are to help in averting an infrastructure crisis. Countries with high fiscal deficits will face the risk of slowing down infrastructure spending. We see that many countries may not be able to allocate public sector funding for key projects. Investors are now likely to be quite wary of the countries' ability to honor contracts in PPP type projects. 

 AUTONUM  
Let me conclude with three important ways that Asia can help itself in its infrastructure investment challenges.

 AUTONUM  
First, investment in infrastructure is essential to help countries and the region ride out the global crisis. The 1997-1998 Asian financial crisis led to deeper regional financial cooperation and integration. And the region has come out stronger since then. It is important to focus on regional cooperation and integration in infrastructure in this present crisis to help reap the long-term development benefits of infrastructure investments made today.

 AUTONUM  
Second, opportunities exist to make the right investments in green infrastructure with a focus on achieving a low carbon economy and for addressing the global challenge of climate change.  These are complex and time-consuming investments but certainly worth pursuing for achieving long-term environmentally sustainable growth in the region. 

 AUTONUM  
Third, the demand for infrastructure financing in Asia is high and we also know that Asia is flush with capital. To make the best use of existing resources and to mobilize additional resources for infrastructure, we should remove the binding constraints for infrastructure development. These are inadequate policy and institutional frameworks, weaknesses in public sector capacity to implement infrastructure projects, lack of support for PPPs and underdeveloped domestic and regional capital markets. Multilateral financial institutions like the ADB can partner with governments and the private sector to build public sector capacity, enhance the enabling environments, deepen local capital markets, and provide risk mitigating instruments for greater regional (and global) private sector involvement in infrastructure development in developing Asia.  

 AUTONUM  
Crises provide the impetus for significant reforms and bold changes. I am sure the discussions today have helped us gain a better understanding of the challenges, significant developments and opportunities we face in Asian infrastructure, and the ways in which we can bring together the policy makers, the private sector and multilateral financial institutions and others to mobilize capital and development aid flows into infrastructure for the region. 

​​​​​​​​​​​​​​​​​​​​​​​​​​​

Disclaimer: The views expressed in this discussion note are those of the author and do not necessarily reflect the views and policies of the Asian Development Bank, or its Board of Governors, or the governments they represent. 
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