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In the Post Global Financial Crisis era,
the need for regional collective action in
developing physical connectivity is
increasingly important.

» Improving regional infrastructure conditions

» Promoting regional economic growth
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Regional Connectivity is a Public
Good

By reducing the cost of trading over
distance, regional connectivity
expands markets and trade, producing
large economic benefits that are spread
widely across Asia.
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Who Can Provide Public Goods

» Superpowers
» Regional Powers
» Regional Cooperation
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Who Can Provide Public Goods

» Public
» Private
» Public and Private (PPP)
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Indicative Investment Needs for Regional Identified
and Pipeline Infrastructure Projects, 2010-2020
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What is PPP?

» Traditionally infrastructures are funded almost
entirely by the government.

» Public—private partnerships (PPP) are emerging as
the preferred mode of infrastructure financing to
enable the channeling of private sector investments
into infrastructure.
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Constraints Faced by Public—Private
Partnership Projects

Table 1: Private Investment in Infrastructure {2003-2042) and
National Infrastructure Investment Needs (20102020}
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1. Uncertain Operating Environments
» Absence of a defined institutional framework
» Absence of clear policy/legislative support
» Cumbersome approval process
» Absence of political support
» Need for market attractiveness evaluation
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2. Funding Constraints

»Inadequate long-term funding sources
> Stringent banking regulations

» Perceived risk in infrastructure debt

» Credit information gap
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3. Institutional Capacity Issues

»Inadequate experience within
governments

»Inadequate technical and financial
capacity among private players

»Inadequate appraisal skills for
infrastructure financing
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How to Spur Growth of Public—Private Partnership
Projects

1. Enabling Environment
» Provide policy/legislative support
» Set up an institutional framework

» Create a single window for approvals
» Develop a PPP index
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2. Adequate Funding Support

» Creation of long-term funding options

» Modification of banking guidelines on lending to
infrastructure .

» Improvements in risk assessment to optimize
financing cost
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3.Institutional Capacity Development

> Capacity building for government employees
» Assessment of developer capability

» Training bank employees to conduct appraisals of
public—private partnership projects
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Policy and Institutional Framework for a Seamless Asia
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The Role of Rating Agencies in Stimulating Growth in Public-
Private Partnership Projects

Figure 1: Rating Process for Public-Private Partnership Projects
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ramework for Pan-Asia Infrastructure Cooperation

Ewralua v sack v egboraat en ar 3

Irve rosa mecd a0 encdisg Pty aod eovitorenentally

AT TR S e T G e T T GG e AT Ea

£ et el Greaner iTrasTrucTu s Facilinies
Eriusvecned ghoTasl Gorngot e vhromigh
AT S P T BT BT By ek

tawagrrumeaned © xades mes Aaerua bus et w g WRC S asaNERa s A vch
© PR OAIN s fr b reCo e PR takie

Fox pranaRined A cony b Lrmade mesuteres nrait am e sy
sl cloars watme for mi

TARAL L4 A
Ay

-
@10k o e fed s
FOQEGTI HERTENA G 18 Cra e R

e ¥

FOAREITAR oy | AR T T

MSTIVES £iOR o Pt S Suntd
FAETAETFICTURE T WA

Fran- Aslan Coropmrstion,
xR IO, v
Partnersnip througha

CIOEReCT MIDEOCROEE 1 Sty 0T

P TUAT PTG PO SR R A

St TR SRR FUE A
i COTEECT ST AT Wt

1 ey
4

Piaborsof i T
Cacheariunanss MQ"IA!Pﬁls 1‘-’1‘ NAXPJNAG.

{ wirnAT b, %

—

. Beml Rt

e e

rp A ROK 7 T R od B

Chongyang Instihate for F mnnd Studies, Renmin Universdy of China

PR
. ok rriesgy . Gurrgaiow
; 1 ’\ Hanoi W g oy
r . L
4 a 3 -1’ PACHIC CEAN
M,:\r“:!‘nar’ S e B
by BAad 2
Yargon \ Viertiang
. "
Thailand Yiet Nam @ it
£ Philippines
Phsrssg boaske ¥ ?y ek
B € bl Bt £ ity W tobu ity
Ponanag . .
Malysia Brunei rarussalam
Kaala Lurper i )
) Singapore ~ / EGUATO?
Gingapore
. Indones
ARSI | 07Dy
e ey SRR ook iyl GO e e —
h"""'-h 1 DRA | Beos bt URarode s 4910 FOfstin| P « Poofhe's Fofu N oF £ hia s
| Secmpecus. Ak agrhend frts ots spe by Fmtumnin apmed £t Lrbe




i A RK 7 B i F e B

Changyang institute for Financial Studies, Renmin University of Ching

Aggregate Impacts of Pipeline Extension, 2020 (in 2002 $ million)
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Thank you for your attention !

Chongyang Institute for Finance Studies
Renmin University of China
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PPPs and Fiscal
Risks

* Policy to manage fiscal risks from PPPs:
s Good projects
* Good law and regulation
= Good institutions
* Good accounting and reporting

\
(

Role of Financial
Sector

'\

 Asia's financial sector could help channel
resources to finance infrastructure spending
(e.g., through PPP)

e Financial development (deepening and
integration) for long-term stable investor base

J\
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Potential fiscal risks from PPPs:

1. Move spending off-budget and bypass
spending controls

2. Move debt off-balance sheet and add
contingent and future liabilities

Risks often occur...
Over half (about 55 percent) of all PPPs
get renegotiated in terms, on average
every 2 years.

PPPs and Fiscal Risks: Renegotiations are often Costly
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Good Projects

~

Good Institutions

( Managing
Fiscal Risks in
L PPP J

Good Laws and
Regulations
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Good Accounting and
Reporting
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1
s Need a clear investment strategy
safaction | Prioritize investment projects (Cost-Benefit Analysis)
y
)
e Capital budgeting — identify PPP value-for-money
Evaluatiom Moulti-year fiscal framework: include PPPs in the budget
w,
® PPP is the best option? Comparison with public sector
o comparators
g ks Due-diligence and multi-stage gateway process y
5

[Sound Legal Framework]

¢ A fair, predictable, and easily-
accessible legal environment

e Assurance to the private sector
of the government
commitments

e Roles and responsibilities of all
stakeholders in the PPP

Sound Legal Framework Help Reduce PPPs Renegatiation
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Ministry of Finance

e Establish a specialized entity in the MoF to manage
validation process

* Validation process focusing on value-for money;,
fiscal affordability (medium term), budget impact—
validating each step in PPPs

* Help build a reputation—lower risk premium and
political and regulatory risks

Proper accounting and reporting of
fiscal implications of PPP

e Clear disclosure of fiscal position (current and
future)—risk-based assessment of fiscal stance

e Complementary approach to incorporate PPP-
related costs, including contingent liabilities
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Many economies would require foreign capital to finance infrastructure gaps
Q.0 :

~ Foreign capital
3 # required :
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= Financial sector development--mobilize
savings to finance infrastructure needs (e.g.,
through PPP) with further financial:

= Deepening—facilitating access and development of
capital markets

= Integration—bringing in external finance
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= Further develop capital market to improve financial integration and stable

long-term investor base (e.g., pension funds, insurers) in the region

Bond Marke o , Trade and Financial Integration in Asia
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