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Abstract 

The China-led Belt and Road Initiative (BRI) and the Asian Infrastructure Investment 

Bank (AIIB) have attracted much attention in recent years. This paper applies the 

analytical framework of anticipatory governance to consider the political economy of 

China’s infrastructure investment in developing Asia, and explore the wide implications 

of infrastructure investment for regional building. The paper makes three arguments. 

First, infrastructure development is closely linked to the recipient country’s state-

building process. For developing countries along the BRI, the Chinese investment 

enhances the state capacity of aid-recipient countries. However, due to the lack of local 

engagement, some China-sponsored infrastructure projects had alienated local public 

opinion (e.g., Myanmar), realigned local political interests (e.g., Malaysia), and even 

ignited fierce local competition (e.g., Sri Lanka). Second, externally sponsored 

infrastructural development was once a key feature of overseas colonial controls. 

Despite the commitment to the ‘non-interference’ principle, China’s high capital cost 

and over-reliance on the incumbent left it vulnerable to the accusations of external 

dependency. Third, to deal with these challenging issues, a coordinated platform of 

region-wide infrastructure development based on anticipatory governance offers a 

promising path towards building a coherent region in Asia.  
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Introduction 

Infrastructure plays a crucial role in promoting economic growth and development 

(Munnell, 1992; Esfahani and Ramirez, 2003). Good infrastructure such as reliable 

transportation connections, sufficient energy supplies and effective telecommunication 

networks not only reduces the cost of economic activities and contributes to economic 

growth, but also improves the living standards and enhances the general welfare of the 

population.  

 

Asia has been one of the most important engines of the world economy for several 

decades. The ever-expanding regional production networks have brought a growing 

number of regional economies into the global value chains, creating new opportunities 

for economic growth in East Asia and beyond. Nevertheless, the future of Asian 

economy is constrained by a substantial gap of infrastructure investment across the 

region. According to the Asian Development Bank (ADB), developing Asia needs 

around $8 trillion of infrastructure investment between 2010 and 2020 (ADBI, 2009). 

Another recent ADB report calculates the regional demand for infrastructure investment 

from 2016 to 2030, and predicts an even larger amount of $26 trillion (ADB, 2017). It 

warns that infrastructure could be ‘a bottleneck to growth, a threat to competitiveness, 

and an obstacle to poverty reduction’ in Asia if there were no adequate improvement or 

investment (ADB, 2009: iii).  

 

Against this background, China’s push for infrastructure investment has attracted much 

attention. In 2013, China announced the strategies of the Silk Road Economic Belt and 

the 21st-century Maritime Silk Road (Fallon, 2015; Ferdinand, 2016). Dubbed as the 

‘One Belt and One Road’ initiative, these ambitious development strategies were later 

renamed as the ‘Belt and Road Initiative’ (BRI) by the Chinese government. The BRI 

promises to spend hundreds of billions of US dollars on the infrastructure projects 

across Asia, Africa, Middle East, Europe and Latin America. Its aim is to build a 

transnational network of transport, energy and telecommunication infrastructure. In 

2015, China launched the high-profile Asian Infrastructure Investment Bank (AIIB) 

with 56 other founding members (Ren, 2016). With an initial capital of $100 billion, the 

AIIB adopts a similar objective of investing in infrastructure projects and other 

productive sectors to address the development challenges in Asia.  

 

Backed by the rapid domestic economic growth and its rising status in the world 

economy, China’s development strategies appeared to offer a viable solution to the gap 
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of infrastructure investment in Asia. However, the initial enthusiasm for the Chinese 

investment was soon tempered by criticisms from several aid-recipient countries and 

aid-providing institutions. Their main concerns deal with three issues. First, the China-

backed infrastructure projects often favors the incumbent government at the expense of 

the local community and the political opposition (Balding, 2018). Second, the large 

volume of Chinese investment leaves some aid-recipient countries financially indebted 

to, as well as politically dependent on, China (Hurley et. al, 2018). Third, China’s 

infrastructure investment could weaken the international standards of development aids, 

and create excessive competition among international aid providers (Rolland, 2017; 

Ikenberry and Lim, 2017).   

 

How to assess the China’s response to the gap of infrastructure investment in Asia? 

Why did the Chinese infrastructure investment raise the concerns of internal bias and 

external dependency in the aid-recipient countries? What is the best way to both 

maintain the international standards of development aid, and reduce the potential 

tensions among aid-providing countries? This paper attempts to address these important 

questions from the analytical perspective of anticipatory governance. Anticipatory 

governance offers a useful approach to deal with complex governance problems 

(Anderson, 2010; Guston, 2014). It highlights the roles of three desirable practices: 

foresight planning, inclusive engagement, and reflective integration (Barben et al. 

2008). The objective is to create an effective governance framework to combine the 

scientific expertise with public knowledge, and to create an inclusive governance 

network of reflective capacity building (Fuerth and Faber 2013).  

 

The gap of infrastructure investment has posed a serious challenge to local and regional 

governance in Asia. For one thing, infrastructure development is closely linked to the 

internal state-building process (see Dubash and Morgan, 2013). Although improved 

infrastructure contributes to economic growth and development, it is often difficult to 

distribute the cost and benefit of infrastructure development evenly among the societal 

groups. For another, China’s infrastructure investment could be easily trapped in the 

local conflict. Not only does the China’s long-time commitment to non-interference 

limit its engagement with the local stakeholders, the large amount of Chinese 

investments and their high capital cost also leave China vulnerable to the accusation of 

external dependency. To deal with these problems, the paper contends that a coordinated 

regional platform based on foresight planning, inclusive engagement, and reflective 

integration offers a viable approach to engage China in promoting infrastructure 
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development in Asia.  

 

The rest of the paper is organized as follows. The second section focuses on 

infrastructure investment in developing Asia. It shows how China’s proposed BRI and 

AIIB offered an attractive option to meet the funding gap of infrastructure development. 

Then, the next two sections explores the local and regional dimensions of China’s 

infrastructure investment. The third section considers the intricate relationship between 

infrastructure development and state-building, and assesses the negative implications of 

China’s non-interference principle. The fourth section examines the motivations behind 

China’s infrastructure investment, and discusses the growing concerns about the 

external dependency of aid-recipient countries. To address these pressing issues, the 

fifth section applies the anticipatory governance framework to reconsider the challenges 

of infrastructure financing in Asia.   

 

Financing Infrastructure Development in Asia: The Chinese Initiatives 

Infrastructure is one of the most fundamental components of modern society. Modern 

infrastructure involves four basic public services and systems: (i) the transport system 

that connects different physical locations through roads, bridges, tunnels, railways, 

seaports and airports; (ii) the power supply system that generates, transmits and 

distributes various forms of energy; (iii) the telecommunication networks that facilitates 

the transmission of information through telegraph, radio, telephone, satellite and 

increasingly the internet; and (iv) the water supply and sanitation services that offer 

irrigation, provide clean water and treat domestic and industrial wastes. These public 

services and systems are not just essential for our daily lives in the modern times, but 

also indispensable to the smooth operation of modern economy and politics. Indeed, 

studies have shown that good infrastructure reduces the transaction cost, enhances the 

reliability of business planning, facilitates cross-sectoral collaboration, encourages 

domestic and international trade, and improves economic performance and efficiency 

(Aschauer, 1989; World Bank, 1994; Bougheas et al. 1999; Esfahani and Ramirez, 

2003; Calderon and Serven 2010).  

 

Despite these desirable attributes, efficient and high-quality infrastructure is often in 

short supply, particularly in developing countries. Infrastructure is not public goods in 

strict terms. It is possible to limit the access to some infrastructure facilities like a toll 

road exclusively to those who are ready to pay. In some cases, it is even desirable to set 

a fee for infrastructure-based public services to avoid overuse and overcrowding (World 
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Bank, 1994). However, there are several important reasons why the private sector alone 

is not able to deliver a satisfactory level of public infrastructure.1 First, infrastructure 

projects normally demand a large amount of initial investment, generate relatively few 

immediate returns, and the investment requires a very long period of maturity. Without 

additional support or guarantees, these high risks deter private investors from entering 

the infrastructure-related business (Tyson, 2018). Second, most infrastructure systems 

are not easily convertible. The power grid, for instance, cannot be utilized for other 

purposes or moved to another place once it is fully installed. The resulting sunk cost not 

only increases the risk of infrastructure projects, but also reduces the healthy 

competition of infrastructure investment. Third, infrastructure-based public services 

tend to have a negligible marginal cost. Offering service to every additional customer 

incurs very small unit cost to the service provider(s). The existing services thus enjoy a 

large economy of scale, allowing them to expand further. Because of these 

characteristics – substantial initial investment, sizable sunk cost and large economy of 

scale, infrastructure projects are prone to natural monopoly. Without adequate support 

and proper regulation, private investment is most likely to supply a suboptimal level of 

infrastructure.  

 

Given infrastructure’s substantial benefits to the public, one should expect the public 

authority to shoulder the main responsibility of promoting infrastructure development. 

Indeed, the government has been one of the key actors in investing, managing and 

regulating infrastructure-related public systems and services. Every year a considerable 

amount of public spending is dedicated to infrastructure. According to one recent 

estimate (Oxford Economics, 2017), global spending on infrastructure increased from 

$1.8 trillion in 2007 to 2.3 trillion in 2015. On average, infrastructure-related spending 

accounted for roughly 3% of the world GDP (Gross National Production) or around 

12% of the total fixed investment. Nonetheless, public spending on infrastructure varies 

across sectors and regions. Over the last decade, Asia (ca. 5%) and Africa (ca. 4.2%) 

spent a notably larger proportion of their national incomes on infrastructure. Moreover, 

the government not just spends on infrastructure. It also directly manages many 

infrastructure-related public services. Some of these public services are provided by the 

state-owned enterprises (SOEs). Others may involve public officials from the 

corresponding government branches. Since the public authority also regulates the 

infrastructure sectors through the administrative measures like subsidies, price controls 

                                                       
1 The World Bank has compiled a database on private participation in infrastructure (PPI). See 

https://ppi.worldbank.org/  

https://ppi.worldbank.org/
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and quality assurance, the government’s direct participation in infrastructure-related 

public services quite often leads to inefficiency and less-than-desirable outcomes 

(World Bank, 1994; Joskow, 1999).   

 

In addition to private investment and public spending, external funding provides another 

important source of infrastructure investment in developing countries. In 2014, low-

income developing countries received nearly $17 billion in project finance from foreign 

donors (OECD data). A large proportion of external funding come from the official 

development assistance (ODA) of foreign governments. Strictly speaking, most bilateral 

assistance programs are not genuine development aid, because they are frequently 

attached to the foreign policies of donor countries. During the Cold War, for example, 

the US offered a substantial amount of development assistance to the countries deemed 

important to its rivalry with the Soviet Union. Japan also explicitly requires the ODA 

programs to reflect its foreign policy objectives (Fukushima, 2000). This creates the 

worrying discrepancy between the accountability of foreign aid programs and the 

beneficiaries in the aid-recipient countries (see Easterly and Pfutze, 2008). Although 

multilateral aid agencies such as the World Bank are not immune to this problem, their 

multilateral platform allows them to better cope with the challenges of accountability. 

Multilateral development banks (MDBs) often have detailed guidelines and procedures 

on how to implement aid programs. The OECD’s Development Assistant Committee 

(DAC), established in 1961, also became a major forum advocating the best practice of 

development assistance. Still, aligning the interests of the foreign donors and the local 

beneficiaries remains a vital challenge to the foreign investment in infrastructure 

development.   

 

Private investment, public spending and foreign funding are the three main sources of 

infrastructure investment in developing Asia. According to one recent ADB study 

(ADB, 2017: 28), 22 major Asian developing countries spent around $704 billion on 

infrastructure in 2011. At the sub-regional level, East Asia had the highest share of GDP 

(5.8%) being spent on infrastructure development. The corresponding figures in South 

Asia, Central Asia and Southeast Asia were 4.8%, 4.0% and 2.1%. The intensity of 

infrastructure investment also varies across countries (Figure 1). China invested almost 

6.8% of GDP in infrastructure between 2010 and 2014. Partly, this was due to the huge 

economic stimulus programs that the Chinese government implemented after the global 

financial crisis. The infrastructure-related spending in India and Vietnam was also above 

5%. By comparison, several major developing economies in Southeast Asia, notably 
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Philippines, Malaysia and Thailand, had a relatively low infrastructure investment rate 

of about 2%, that is, one full percentage point below the world average.   

 

Figure 1  Infrastructure Investment Rate in Asia (2010-2014) (% of GDP) 

 
Source: ADB (2017) 

 

As far as the sources of infrastructure investment are concerned, private investment 

dominates the projects related to telecommunications and power consumption, whereas 

public spending covers most of the projects in transport, water supply and sanitation. In 

telecommunications, for instance, private investment accounted for nearly 50% of the 

total spending in low-income developing Asia, and almost 100% in upper- or middle-

income Asia in 2011. In the energy sector, the private contribution covered roughly 40% 

of the total infrastructure spending. This is because it is easier to charge user fees to 

recover the investment costs in telecommunications and energy-related projects. 

Meanwhile, the government is the dominant player of infrastructure investment in 

transport, water supply and sanitation. If the SOE investments were included, the public 

sector funded nearly 92% of Asia’s infrastructure spending (ADB, 2017). It is worth 

noting that foreign funding plays an equally important part in infrastructure investment 

across developing Asia. Both the bilateral ODA and the MDB loans have been 

channeled into infrastructure-related projects, especially in small developing countries. 

Data shows that bilateral and multilateral foreign development aids covered almost 40% 

of Vietnam’s total budget for infrastructure development in 2012, while the Philippines 

received 13% of its infrastructure budget from external sources between 2010 and 2014 

(Figure 2).    
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Figure 2  Sources of Budget Financing for Infrastructure:  

Domestic vs. Foreign, 2010-2014 

 
Source: ADB (2017) 

 

Despite the generally high level of private and public spending, developing Asia still 

faces an enormous gap of infrastructure investment in the coming decade. For one thing, 

the economic growth and social well-being are quite imbalanced in Asia. There are 

highly developed metropolitan areas like Beijing, Kuala Lumpur, Singapore and Tokyo. 

There are also extremely backward and unstable places in Afghanistan, Cambodia, 

Nepal and Myanmar. To improve their living standards and stimulate their economic 

growth require considerable investment to build the basic infrastructure systems. 

Moreover, the rapidly growing population size, especially in India, Indonesia and the 

Philippines, imposes huge pressures on the existing infrastructure-based public services. 

Additional investment is needed to both maintain their quality and enhance their 

capacity. For another, the future of Asian economy hinges on the improved connectivity 

across the region. Since the mid-1980s, regional production networks have successfully 

brought a growing number of developing economies into the sophisticated IT sector 

thanks to the availability of efficient transport, energy, water, and telecommunication 

facilities in East Asia (Hatch and Yamamura, 1996) Currently, these regional production 

networks are expanding further to inland China, Vietnam, India and Myanmar. As more 

and more developing Asian economies are drawn into the orbit of sophisticated 

production networks, it is essential to invest in the regional infrastructure of ‘a seamless 

Asia’ (ADBI, 2009).  

 

However, the available resources are far from enough to meet the demand for 

infrastructure development in Asia. Based on the ADB estimates, developing Asia needs 

$8 trillion of infrastructure investment between 2010 and 2020 (ADBI, 2009). If the 

impact of climate changes were considered, the Asian demand for infrastructure 
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investment would increase to $26 trillion from 2016 to 2030 (ADB, 2017). According to 

the forecast of Global Infrastructure Outlook, even a conservative estimate of the Asian 

infrastructure spending between 2016 and 2040 amounts to $46.5 trillion, which 

accounts for almost 60% of the global demand over the same period (Oxford 

Economics, 2017). Apparently, the scope for infrastructure investment and development 

is huge in Asia. Under the current trend of private and public spending, developing Asia 

needs another $300~460 billion annual infrastructure investment during the five-year 

period of 2016 to 2020. Yet, the available foreign funding was not able to bridge this 

gap. In 2015, for example, the three major MDBs – the ADB, the World Bank Group, 

and the Islamic Development Bank Group – approved around $23 billion to the 

infrastructure-related projects in Asia, accounting for only 2.5% of the total 

infrastructure expenditure.   

 

Under such circumstances, it was not surprising that China’s ambitious proposals for 

infrastructure investment in Asia met with enthusiasm. Chinese President Xi Jinping 

announced the Silk Road Economic Belt and the 21st-Century Maritime Silk Road on his 

official visits to Kazakhstan and Indonesia in 2013. Less than one year after assuming 

his top offices, Xi chose two major developing economies in Central and Southeast Asia 

to present the vision of a transnational network of trade, exchange and cooperation 

along the ancient silk roads. From the very beginning, the BRI was characterized by 

China’s commitment to infrastructure investment in developing Asia and beyond. 

Among the 123 countries that have so far signed BRI cooperation documents with 

China, most are developing countries from Asia, Africa, Europe, Middle East, and Latin 

America.2 Under the BRI, China has actively promoted infrastructure investment and 

development projects in transport, energy and telecommunications to ‘enhance regional 

connectivity’. China’s main policy banks – the China Development Bank, the Export-

Import Bank of China, and the Agriculture Development Bank of China – all played a 

major part in providing low-interest loans to the BRI countries (???). In 2014, China set 

up the Silk Road Fund to channel medium and long-term development and 

infrastructure investment to the developing economies along the BRI. Combining the 

investments from China’s State Administration of Foreign Exchange and several other 

Chinese policy banks, the initial capital of the Silk Road Fund was an astonishing 

amount of $40 billion. In 2017, the Chinese government injected an additional capital of 

RMB100 billion to the Silk Road Fund.  

                                                       
2 A full list of China’s BRI partner countries is available at 

https://www.yidaiyilu.gov.cn/xwzx/roll/77298.htm (in Chinese) 

https://www.yidaiyilu.gov.cn/xwzx/roll/77298.htm
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Another high-profile Chinese initiative was the Asian Infrastructure Investment Bank 

(AIIB). Announced first in 2013, the planned AIIB caught the suspicion of Japan and 

the United States for its potential duplication of the existing multilateral funding 

mechanisms such as the ADB and the World Bank. Nevertheless, because of the 

anticipated gap of infrastructure investment, developing countries across the Eurasian 

Continent embraced the AIIB proposal enthusiastically. As the number of interested 

parties increased, the UK became the first Western country to join the AIIB (Shu, 2016). 

Soon after the UK decision, more than 30 other countries followed suit in March 2015. 

Among them were several closest allies of the United State like Australia, France, 

Germany, Israel and South Korea. When the AIIB was formally launch in late 2015, it 

boasted a pool of 57 founding member states and a start capital of $100 billion. With the 

expertise from the World Bank and the support of key European members, the AIIB not 

only established a well-organized institutional framework but also created a relatively 

transparent governance structure (Lichtenstein, 2018).  

 

In short, the Chinese initiatives of the BRI and the AIIB have dramatically transformed 

the landscape of infrastructure financing in Asia and beyond. In theoretical terms, the 

old debates about the desirability of private investment and public spending are largely 

replaced by the growing concerns over the possible impacts of foreign funding on aid-

recipient countries. In policy terms, it has become an urgent task to integrate the 

Chinese initiatives with the existing MDB framework, and to engage China in the 

provision of efficient and quality public infrastructure. To understand these challenges, 

the next two sections explore the local and regional dimensions of China’s 

infrastructure investment in Asia.  

 

Local Dimension: Infrastructure Development and State-Building 

More than five years after their initial proposals, the BRI and the AIIB have made 

substantial progress in raising their international profiles and promoting infrastructure 

investment. More than 150 countries and over 20 international organizations signed BRI 

cooperation agreements with the Chinese government. High-profile BRI infrastructure 

projects were implemented not just in Southeast Asia, South Asia and Middle East, but 

also in Africa, Europe and Latin America. Meanwhile, the AIIB managed to expand its 

member states to 93 countries around the world. Together with the ADB and the World 

Bank, the AIIB have approved more than 30 projects and invested nearly $7.5 billion in 

infrastructure development across Asia by the end of 2018.  
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Despite these notable achievements, some of the China-sponsored infrastructure 

projects encountered major problems in the aid-recipient countries.3 In Myanmar, the 

Myitsone Dam project was suspended due to local protest and opposition. In Sri Lanka, 

the unprofitable Hambantota Port was leased to China on a 99-year contract. In 

Malaysia, the East Rail Link was put on hold by the newly elected government due to 

financial concerns. In Indonesia, the Jakarta-Bandung high-speed railway was delayed 

because of the problems related to land acquisition. Why did the Chinese investments 

fail to promote these infrastructure project in spite of the large funding gap in aid-

recipient countries? 

 

Providing reliable public services is one of the most fundamental roles of the modern 

state. To fulfill this role, the state relies on well-functioning infrastructure. An effective 

transport system allows people to reach their destinations on time. An efficient power 

system generates sufficient energy resources, and delivers these resources to the places 

where they are in demand. Reliable telecommunication networks permit real-time 

information exchange and facilitate long-distance communication. Quality water supply 

and sanitation services are essential to public health. Nonetheless, these desirable public 

services are not easily available at the early stages of economic development. As the 

economy grows and the living standards improve, the state is bound to be under 

growing pressures to deliver more efficient and better quality public infrastructure.  

 

Importantly, infrastructure development contributes to the growing state capacity. A 

modern state typically performs three basic functions: collecting tax, providing public 

goods, and maintaining law and order (Dincecco, 2017). Good infrastructure allows the 

state to fulfill these functions in a more effective way. Modern taxation, for example, is 

a complex process. It involves complicated tax legislation, arduous information 

gathering, large-scale momentary transfer, persistent monitoring, and necessary 

penalization. Better infrastructure not only provides the essential means to gather 

information and collect taxes, but also reduces the cost of government taxation and 

eases the fiscal burdens on public spending. As far as the state function of public goods 

provision is concerned, many infrastructure-based public services are essential public 

goods. Quality infrastructure also allows public goods readily available to the general 

population. When it comes to the law and order, efficient and reliable public 

                                                       
3 Some of these infrastructure projects were planned or implemented well before the BRI was 

officially launched by the Chinese government.  
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infrastructure similarly plays an indispensable part in maintaining the smooth operation 

of the society and facilitating the enforcement of government rules.  

 

Infrastructure development not just enhances the state capacity, but also plays a vital 

part in the state-building process. In his study of state-building, Fukuyama famously 

distinguishes between the scope of state activities and the strength of state power 

(Fukuyama, 2004).4 Infrastructure development is vital to the state-building process, 

not because public infrastructure expands the scope of state activities, but because 

infrastructure development enhances the strength of state power to carry out essential 

state functions. Recognizing the oft-neglected link between infrastructure development 

and state-building is important. The state-building process involves a complex 

transformation of the state-society relationship. Not only does state-building trigger the 

fierce competition among various societal groups, it also encourages the formation of 

(new) political center and legitimizes the (new) ethnic core (Tilly, 1975; Evans et al., 

1985; Bartolini, 2005). Because of this, the state-building process tends to intensify 

three sets of social conflicts: the territorial center-periphery conflict, the ethnic majority-

minority conflict, and the political incumbent-opposition conflict. Since infrastructure 

development enhances the state capacity and facilitates the state-building process, it is 

not inconceivable that infrastructure-related issues trigger entrenched social conflicts 

and lead to wider political confrontation. The external sources of infrastructure 

investment may further complicate the local dynamics of state-building. In addition to 

the usual questions of who benefits from the infrastructure project and who bears the 

burdens of adjustment and relocation, doubt may arise as to the intentions of foreign 

donor(s) and to the possible shift of domestic power balance resulting from the 

enhanced state capacity.  

 

Without adequately considering the local conditions, the China-sponsored infrastructure 

projects are sometimes trapped in the complex state-building process of aid-recipient 

countries. The Hambantota Port project in Sri Lanka is a good case in point. Emerging 

from a bloody civil war in 2009, Sri Lanka was in urgent need of external support for 

economic reconstruction and political consolidation. Mahinda Rajapaksa, then the Sri 

Lanka President, was keen to launch the Hambantota Port project to revive his home 

region and main political base. The project kicked off after the China’s Export-Import 

Bank agreed to provide a loan of $307 million (at an interest rate of 6.3%). Yet, after the 

                                                       
4 Fukuyama refers to the former as state functions and goals, and the latter as state or institutional 

capacity (Fukuyama, 2004: 7). 
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Hambantota Port opened in 2010, it proved to be largely unprofitable. When Rajapaksa 

was voted out of the office in 2015, there were widespread concerns over his close 

relationship with China. Facing the increasing debt burdens, the newly elected Sri 

Lanka government signed another deal with the Chinese government in 2017. The plan 

was to lease the Hambantota Port and its surrounding areas to China on a 99-year 

contract. This time, the son of the former President Rajapaksa accused the government 

of ‘playing geopolitics with national assets.’  

 

The drama of the Hambantota Port shows the difficult dilemma that China-sponsored 

infrastructure projects face in developing Asia. On the one hand, China is eager to 

provide investment to bridge the funding gap of infrastructure development in aid-

recipient countries. On the other hand, China only negotiates with the incumbent 

government regarding the terms of its infrastructure investment. Following the long-

standing principle of ‘non-interference’, China has been very reluctant to engage other 

local stakeholders for fear of unnecessary intervention in the internal affairs of aid-

recipient countries. However, this not only leaves China vulnerable to the accusation of 

blindly supporting the incumbent government, but makes the Chinese investment much 

less accountable to the local population targeted by the infrastructure project.  

 

The situation is often worsened by the ongoing state-building process of aid-recipient 

countries. As the case of the Hambantota Port shows, the incumbent government tends 

to use the China-sponsored infrastructure project to claim extra political credits and 

fight against opposition forces. Regardless of China’s original intention, the China-

sponsored infrastructure project becomes deeply embroiled in the local confrontation 

between the political incumbent and the political opposition (e.g., the East Rail Link 

project in Malaysia). Similar local conflicts may arise with regard to the territorial 

center-periphery cleavages (e.g., the Jakarta-Bandung railway project in Indonesia) and 

the ethnic majority-minority confrontation (e.g., the Myitsone Dam project in 

Myanmar). Ironically, for some critical commentators, China’s ‘non-interference’ 

principle leads to exactly the opposite outcome: infrastructure investments become 

China’s strategic tool of domestic controls and external domination.  

 

Regional Dimension: Infrastructure Investment and Neo-Dependency  

Admittedly, China’s ambitious initiatives of infrastructure development and investment 

has not been an altruist act. As a rapidly growing emerging economy, China faces many 

challenging issues at home (see Naughton, 2018). Internally, the Chinese economy 
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remains extremely imbalanced between not only the backward rural areas and the 

advanced cosmopolitan cities, but also the developing inland areas and the 

industrialized coastal provinces. Externally, China relies heavily on the export markets 

in Europe and the United States, and retains a substantial amount of trade surplus that is 

risky as well as unsustainable. Besides, China is not a capital-rich economy. In the 

decade after the global financial crisis, China had an average interest rate well above 

5%. Even with a 3% yield on the 5-year government bond today, China still has a much 

higher capital cost compared to every other industrialized economy (Economist, 2019). 

Therefore, it is worth asking why China became interested in massive overseas 

infrastructure investment in the 2010s. 

 

China has accumulated rich experiences of infrastructure investment and development 

at home over the past two decades. Every time when the Chinese economy was losing 

momentum, the government would increase the fiscal budget and allocate extra 

spending on public infrastructure to smooth out the economic downturn. Still, the global 

financial crisis in 2008 posed an unprecedented challenge to China. As the overseas 

export market shrank and the domestic economy slowed down, the Chinese government 

hastily put together an enormous public spending package worth RMB4 trillion (Yu, 

2009). A substantial proportion of the stimulus package – about RMB1.5 trillion, was 

duly spent on public infrastructure, covering projects ranging from railway and road 

construction to irrigation and airport construction. While the growth rate quickly 

rebounded, the Chinese economy was left with a huge debt burden and widespread 

overcapacity problems in the 2010s. Indeed, one of the main objectives behind the 

Chinese initiatives of overseas infrastructure investment was to export the domestic 

overcapacity.  

 

Another important reason why China was able to invest a large amount of capitals in 

overseas infrastructure projects was the huge foreign exchange reserves that China 

accumulated over the years. Since the RMB is not freely convertible, China’s enormous 

trade plus were automatically translated to the rapid increase of official foreign 

exchange reserves. In 2013 and 2014, the Chinese foreign exchange reserves reached a 

record high of $3.82 and $3.84 trillion. At the time, China was under heavy criticisms 

for causing the global economic imbalance partly through its massive purchase of the 

US treasury bonds (???). The Chinese government was keen to divert its foreign 

exchange reserves to other potential targets of investment. The BRI and the AIIB 

offered China a very attractive policy package to ease the international tension, boost 
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China’s international image, and expand the Chinese overseas influences.   

 

Notwithstanding these domestic motivations, China’s ambitious initiatives of overseas 

infrastructure investment have raised the fear of neo-dependency in a China-dominated 

regional order (Rolland, 2017; Hillman, 2018; Pompeo, 2018). History shows that there 

are good reasons to worry about the domination of China in an inter-connected regional 

infrastructure network funded largely by the Chinese government. Externally sponsored 

infrastructure development was once a key feature of overseas colonial controls in the 

late 19th and early 20th century. In Africa, the British East Africa Company constructed 

the Uganda Railway in 1901. The railway connected the inland areas of today’s Uganda 

and Kenya surrounding Lake Victoria to the Indian Ocean port city of Mombasa. The 

strategic aim was to provide a convenient way of transporting soldiers to the African 

Great Lakes region. Constructed at the time of ‘Scramble for Africa’ (Pakenham, 1990), 

the Uganda Railway was used by the British Empire to secure its domination in East 

Africa. In Asia, the South Manchuria Railway, or Mantetsu, played a similarly important 

part in the Japan’s colonialization of Northeast Asia (Young, 1998). After defeating 

Russia in the Russo-Japanese War, Japan took over the Russia-controlled railway 

between Changchun and Dalian. Mantetsu was created in 1906 to operate the railway. 

The subsequent expansion of the rail networks and other Mantetsu business not only 

enhanced Mantetsu’s economic and political influences, but also facilitated Japan’s 

colonial controls in Northeast China and the Korean Peninsula in the early 20th century.  

 

However, it is doubtful whether the colonial analogy offers a good reference to China’s 

infrastructure investments in developing Asia. Firstly, China has been more interested in 

exporting domestic overcapacity than seeking overseas controls. The motivations 

behind the Chinese overseas investment were to reduce the adjustment cost of domestic 

economic reforms, and to divert the excessive foreign exchange reserves. It was the 

imbalanced domestic and world economy that gave the incentives and offered the means 

for China to pursue ambitious infrastructure investment. Except for the special case of 

the unprofitable Hambantota Port, the Chinese investment hardly ever led to China’s 

acquisition of overseas infrastructure. Secondly, China has not been involved in power 

competition in the aid-recipient countries. Although China and Japan competed for the 

high-speed railway project in Indonesia, it was more about winning a construction 

contract than engaging in inter-state power competition. The situation today is very 

different from the early 20th century when Britain and Japan sought strategic controls of 

overseas infrastructure assets in order to compete with other imperial powers. Yet, risk 
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remains as to whether competitive infrastructure investment could develop into full-

blown great power competition.   

 

If historical experiences offer any guidance to China’s regional role today, it is more 

useful to consider the contemporary relevance of the dependency theories (Frank, 1967; 

Amin, 1974; Galtung, 1971). Admittedly, the world economy has become very different 

from the 1970s when dependency provided an appealing explanation for the 

‘development of underdevelopment’ in Latin America. For one thing, international trade 

is no longer just a process of inter-industrial exchange through which underdeveloped 

economies export cheap primary goods and raw materials, and industrialized economies 

export highly (over)valued manufacture goods. As the global value chains divide the 

production process across national boundaries, both intra-industrial trade and vertical 

division of labor have played increasingly important roles in today’s world economy. 

Instead of pursuing independent economic development, developing economies strive to 

join the regional production networks and integrate with the global value chains. In 

many ways, dependent development has become a reality as well as a necessity (see 

also Cardoso and Faletto, 1979). For another, the world economy no longer features a 

clear-cut division between the core and the periphery. Even the semi-periphery does not 

offer a suitable category to explain the structural position of China and other emerging 

economies (see Wallerstein, 2004). Nevertheless, in spite of the ever-growing economic 

interdependence, value-creation in the world economy remains asymmetrical, 

dependent, and unequal.  

 

Being the assembly line of the Asian workshop allows China to play a vital part in 

Asian economy. Nonetheless, rather than dominating the regional economy, China 

became more vulnerable to the fluctuation of external resources, the availability of 

foreign technologies, and rising protectionism in the overseas market. No doubt, the 

billions of infrastructure investments that China poured into developing Asia created 

additional layers of dependence between the aid-recipient countries and China. Such 

dependence may come from the use of Chinese labor, the debt to Chinese loans, the 

reliance on the Chinese market, and the adoption of Chinese technologies and standards. 

Nevertheless, the growing asymmetric dependence has influenced the aid-recipient 

countries as well as China. It would be a wild exaggeration to claim that China’s 

infrastructure investment has created a regional economic system characterized by a 

China core and a developing Asian periphery.  
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From State-Building to Region Building: An Anticipatory Governance Approach 

The anticipated funding gap of infrastructure developing is both a local problem facing 

individual countries in developing Asia, and a regional challenge vital to the healthy 

growth of Asian economy. Being a local problem, the lack of adequate financial 

resources severely constrain the state capacity to provide infrastructure-related public 

services. Infrastructure development is also closely linked to the state-building process 

that is often controversial, conflictual and complicated. As a regional challenge, the 

region-wide funding gap caught the repeated attention of the ADB and motivated China 

to propose ambitious plans of bilateral and multilateral infrastructure investment. The 

regional rush into infrastructure development not only highlighted the contribution of 

China-backed infrastructure projects, but also raised serious concerns over external 

dependency and regional competition. To address these pressing issues, it is necessary 

to adopt an innovative approach to both answer to the multifaceted demands at the local 

level and tackle the urgent concerns at the regional level.  

 

Anticipatory governance provides a useful toolbox to deal with complex governance 

issues (Anderson, 2010; Guston, 2014). According to Fuerth, anticipatory governance is 

‘a system of institutions, rules and norms that provide a way to use foresight for the 

purpose of reducing risk, and to increase capacity to respond to events at early rather 

than later stages of their development’ (Fuerth, 2009: 29). It starts with the assumption 

that decision-makers often make consequential decisions under deep uncertainties. 

When facing such uncertainties, it is possible to predict the future, but the available 

predictions tend to include multiple future scenarios. It is also desirable to consult 

experts and seek professional knowledge, but uncritical dependence on scientific 

expertise may not grasp the complexity and dynamic nature of all the problems at stake. 

As the main problems change and their impacts disperse, it becomes necessary to 

empower the stakeholders on a more general scale to cope with the challenges ahead.       

 

In many ways, the funding gap of infrastructure development presents a complex 

governance problem involving multiple uncertainties. The level and quality of public 

infrastructure vary substantially across Asia. It is very difficult to anticipate the most 

efficient approach to infrastructure investment and development, especially at the 

regional level. In terms of scientific knowledge, promoting infrastructure development 

requires professional expertise across multiple sectors as well as detailed knowledge of 

the local conditions. As far as stakeholder empowerment is concerned, the overall 

benefits of infrastructure projects depend not just on the quality control of initial 
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construction, but also on the local stakeholders’ capability of infrastucture maintenance 

and upgrade. By focusing on these important aspects, anticipatory governance offers a 

valuable approach to reconsider the best response to the challenges of infrastructure 

development in Asia.  

 

Anticipatory governance highlights three desirable practices in dealing with uncertain 

and complex governance issues: foresight planning, inclusive engagement, and 

reflective integration (see Barben et al. 2008). Firstly, foresight planning requires the 

decision-makers to consider multiple plausible future scenarios at the planning stage. 

Rather than searching for a single most likely future, the decision-makers pay adequate 

attention to all the likely scenarios to account for the uncertainties they face. Secondly, 

inclusive engagement highlights the importance of engaging multiple actors in the 

governance process. These actors should include scientific researchers and professional 

practitioners, as well as local stakeholders and the public. The aim is to encourage the 

exchange between scientific expertise and public knowledge for necessary 

crosschecking and better mutual understandings. Thirdly, reflective integration intends 

to build inclusive governance networks of reflective capacity building (Guston 2014). 

Such networks offer the opportunities of training and research to enhance the long-term 

capacity of local stakeholders. All these three desirable practices are relevant to the local 

and regional governance of infrastructure development in Asia.   

 

For over a decade, forecasting the funding gap of infrastructure investment has been a 

major research topic at the ADB and several other research institutes. In a report 

published in 2009, the ADB famously predicts that developing Asia needs $8 trillion of 

infrastructure investment between 2010 and 2020 (ADBI, 2009). The forecast was made 

shortly after the global financial crisis and well before China launched the high-profile 

BRI and AIIB. In 2017, the ADB revised its earlier forecast, and predicted a much 

higher regional demand for infrastructure investment: $22.6 trillion between 2016 and 

2030 if the climate change impacts are not considered, or $26 trillion if the additional 

spending on climate change is included (ADB, 2017). In line with the recommended 

practice of foresight planning, the ADB not only updated the original forecast with 

newly available information, but presented a multi-scenario prediction to account for the 

uncertainties of climate change and their potential impact on public infrastructure. 

Indeed, predicting the demand for infrastructure investment faces many uncertainties. 

More work is needed to give a detailed picture of local, national and sub-regional 

demands, and to consider the impact of other relevant factors for better foresight 
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planning.  

 

As far as inclusive engagement is concerned, anticipatory governance offers a useful 

approach to address the problems facing the Chinese-sponsored infrastructure projects. 

A major problem of China-sponsored infrastructure projects is the long-standing 

principle of ‘non-interference’. As China prioritizes its contact with the incumbent 

government and keeps itself from engaging other stakeholders, the infrastructure project 

could be easily trapped in the conflictual state-building process at the local level. 

Instead of contributing to public infrastructure, the Chinese investment may appear to 

boost the credibility of the political incumbent at the expense of other competing forces. 

Furthermore, the lack of local engagement deprives China of valuable local knowledge. 

Most infrastructure projects are tailored to the needs of local population. Without 

adequate local information, the China-sponsored infrastructure project could encounter 

unfamiliar problems, and even trigger local protest and opposition. To avoid these 

unnecessary local entanglements, China should practice inclusive engagement, and 

make special efforts to engage local stakeholders and acquire local knowledge.  

 

A more urgent task of promoting infrastructure development in Asia is to integrate the 

ambitious Chinese initiatives with the existing regional framework. Following the 

practice of reflective integration, the objective is to build reflective governance 

networks to share experiences, coordinate activities, and promote capacity building. 

When China initiated the ambitious proposals of infrastructure investment, it has taken 

two parallel paths at the same time. On the one hand, the BRI expanded China’s 

existing bilateral aid programs, and combined them into a trans-regional development 

strategy. While the BRI strategy was regional, the BRI projects remained bilateral. On 

the other hand, the AIIB intended to build a multilateral development bank in Asia. To 

achieve this aim, the AIIB has taken a multilateral approach to initial planning, 

institutional building, and loan allocation. Given China’s dual approach to infrastructure 

investment, it seems quite possible to engage China in a coordinated regional platform. 

A coordinated regional platform of infrastructure investment has two notable 

advantages. First, coordinated infrastructure financing may reduce capital cost, enhance 

project transparent, and improve financial sustainability. Second, a regional platform of 

infrastructure development can reduce excessive competition in project bidding, 

maintain international standards in project implementation, and offer valuable 

opportunities of long-term capacity building. In promoting such a coordinated regional 

platform, region-wide infrastructure development will not only facilitate the state-
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building process at the local level, but also make an important contribution to regional 

cooperation and even region building in Asia.  
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