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Integrated	Transport	for	Trade	and	Economic	Growth	in	Asia	
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The	NGO	Forum	on	ADB	(“Forum”)	strongly	remains	to	be	an	Asian	–	led	independent	network	of	civil	
society	 organizations,	 grassroots	 organizations	 and	 social	 movements	 in	 Asia.	 Building	 on	 the	
decades	 long	 of	 constructive	 engagement	 with	 the	 Asian	 Development	 Bank	 (ADB),	 the	 Forum	
deemed	it	imperative	to	hold	the	Asian	Infrastructure	Investment	Bank	(AIIB)	equally	accountable	in	
amplifying	the	voices	of	potentially	project	affected	persons	 that	will	be	adversely	affected	by	the	
Bank’s	policies,	strategies	and	projects.	The	AIIB	pervasively	reiterates	that	it	is	a	new	and	lean	bank	
(para.	7).	However	the	hard	lessons	of	the	impacts	of	the	destructive	projects	and	damaging	technical	
assistance	fueled	by	ADB	and	other	multilateral	development	banks	should	not	be	repeated	by	the	
AIIB.	Accordingly,	the	draft	Transport	Sector	Strategy	is	“necessary	to	develop	sustainable	transport	
that	 is	 financially	 and	 economically	 viable,	 fiscally	 responsible,	 environmentally	 sustainable	 and	
socially	acceptable	(para.	2)	[Emphasis	supplied].”			
	
First	 off,	 the	 characteristics	 set	 forth	by	 the	AIIB	 in	what	 constitutes	 as	 a	 “sustainable	 transport”	
should	 be	 considered	 and	 implemented	 in	 its	 entirety	 i.e.	 when	 a	 proposed	 project	 fails	 to	 be	
environmentally	sustainable	or	not	socially	acceptable	but	 it	 is	 financially	viable,	 the	Bank	should	
either	re	–	design	 the	project	or	completely	withdraw	from	financing	 the	said	 transport	–	related	
project.	Equally	important,	AIIB’s	approach	(paras.	10	–	14)	on	its	draft	Transport	Strategy	should	be	
interpreted	 and	 later	 on	 implemented	 vis-à-vis	 the	 Bank’s	 commitment	 in	 ensuring	 stringent	
enforcement	of	its	Environmental	and	Social	Framework	(ESF)	and	Policy.		
	
Considering	that	the	recently	concluded	Annual	Meeting	was	held	last	25	–	26	June	2018	in	Mumbai,	
India,	the	eight	–	week	long	“public	consultations	period”	provided	was	inadequate	as	most	CSOs	were	
focused	on	the	preparatory	and	post	–	work	needed	after	the	said	Annual	Meeting.	In	addition,	the	
draft	Transport	Strategy	just	like	the	other	key	policy	and	strategy	documents	of	the	Bank	was	not	
translated	into	other	key	languages	that	would	enable	for	a	more	robust	and	meaningful	consultation	
process.		
	
Forum’s	detailed	critique	will	be	presented	according	 to	the	sub	–	sections	of	 the	draft	Transport	
Strategy	namely	on	the:	
	

1. Background;	
2. AIIB’s	Comparative	Advantages,	Market	Position	and	Investment	Priority;	The	Case	against	

PPPs	
3. AIIB’s	Approaches;	and		
4. Implementation	and	Results	Monitoring	
	

Background	
	

1. According	to	the	draft	transport	strategy,	“available	estimates	indicate	that	the	investment	
need	 for	 transport	 infrastructure	 to	 support	 trade	 and	 economic	 growth	 in	Asia	 is	 in	 the	
magnitude	of	USD	500	–	900	billion	a	year	(para.	1).”	The	said	data	was	cited	from	an	ADB	
Special	Report:	Meeting	Infrastructure	Needs	(2017).	However	as	what	the	Forum	have	raised	
to	ADB,	 this	narrative	of	meeting	 the	 infrastructure	deficits	 in	 the	region	has	always	been	
followed	by	the	premise	and	the	necessity	that	the	private	sector	will	be	the	touted	panacea	
in	answering	this	demand.	Leveraging	billions	in	private	investment	to	finance	mega	–	
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projects	 which	 include	 connectivity	 and	 transport	 project	 raises	 questions	 on	
accountability	and	safeguard	mechanisms	to	ensure	that	the	private	sector	can	serve	
the	public	good.1	We	recommend	the	AIIB	base	their	demand	assumption	from	baseline	data	
which	 is	national	 context/need	 specific	 (National	Planning	Commission	data,	 assessments	
done	by	borrowing	governments	Road	and	Transport	Authorities,	and	in	line	with	borrowing	
governments	action	plans	to	achieve	SDGs).	

		
	

2. In	addition,	the	backdrop	provided	for	transport	as	a	system	of	infrastructure	pertains	to	the	
various	 modes	 that	 in	 turn	 serve	 different	 passenger	 and	 freight	 transport	 markets.	
Accordingly,	these	modes	also	display	highly	varied	economic	and	financial	returns	(para.2).		
This	 background	 is	 merely	 based	 on	 the	 economic	 and	 financial	 returns	 of	 investing	 on	
transport	 and	 its	 related	 projects,	 which	 is	 unacceptable.	 The	 Forum	 acknowledges	 the	
rationale	provided	 for	the	massive	 infrastructure	projects	on	energy,	water	and	municipal	
services;	 and	 transport	 in	 the	 context	 of	 enabling	 access	 to	 social	 services	 and	 economic	
opportunities.	 The	 accessibility	 component,	 which	 refers	 to,	 either	 to	 the	 ease	 of	 local	
communities	reaching	goods,	services	or	destinations	is	altogether	missing	in	providing	the	
context	by	which	transport	projects	should	be	invested	upon.	 	The	AIIB	focus	on	transport	
infrastructure	 which	 is	 socially	 acceptable	 –	 but	 the	 question	 should	 be	 is	 the	 transport	
infrastructure	socially	necessary	

	
3. At	 the	 same	 time	while	 this	 is	 the	 position	 of	 the	 Forum,	we	 strongly	 do	 not	 reconcile	

investing	on	transport	projects	at	the	expense	of	poor	implementation	of	the	Bank’s	
ESF	and	Policy.	Furthermore	it	 is	not	enough	to	just	to	build	infrastructure	or	sustainable	
transport	 in	 the	 case	 of	 AIIB.	 “Quality	 infrastructure”	 should	 apply	 safeguards	 upstream	
especially	in	project	selection,	design	and	construction	where	greater	weight	should	be	given	
to	the	social	and	environmental	impacts	of	the	projects.2	When	the	norms	and	standards	are	
clear,	 implemented	 and	 monitored	 rigorously,	 only	 then	 that	 potentially	 project	 affected	
persons	 and	 broader	 stakeholder	 can	 genuinely	 benefit	 from	 these type	 of	 infrastructure	
projects.		

	
AIIB’s	Comparative	Advantages,	Market	Position	and	Investment	Priority	
	

4. Accordingly,	 AIIB	 “is	 a	 lean	MDB	 with	 considerable	 financial	 resources	 and	 a	 distinctive	
capacity	to	mobilize	private	capital	for	infrastructure.”	In	addition,	it	“will	focus	on	the	middle	
range	of	the	transport	investment	market	spectrum.	This	compromises	sovereign	–	backed	
and	non	–	sovereign	–	backed	projects	that	will	be	financed	on	a	stand	–	alone	basis	by	
governments	 or	 state	 –	 owned	 enterprises,	 or	 jointly	 with	 the	 private	 sector,	 including	
through	PPP	arrangements	(para.	7)	[Emphasis	supplied].”	
	

The	Case	against	PPPs	in	Infrastructure	

According to a paper by Hoenrich Boel Stiftung3 - the deconstruction a “PPP for a  transportation 
project may reveal that  a private investor usually expects benefits from policy reforms 
including:  a) strategic plans for building transportation systems, such as motorways, in 
prosperous, higher income regions; b) charging high fees or tolls; and c) obtaining tax 
exemptions and government subsidies.  But lower-income persons may not be able to access or 
afford such transportation and the lower the usage of a motorway, the more those using the 

                                                
1	NGO	Forum	on	ADB,	et	al.	Joint	Submission	of	Comments	on	ADB’s	Draft	Strategy	2030.	9	May	2018.	
2	Alexander,	N.	The	Big	Gamble:	How	Sustainable	are	Global	Efforts	to	Leverage	Private	Investment	in	Infrastructure.	April	2018.		
3 Alexander, N, HBS 2017, Globalization and the State’s Sovereign Right to Regulate in the Public Interest: the Case of Public-Private Partnerships (PPPs) 
in Infrastructure 
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motorway must pay more to produce the desired revenue stream for the investor. When 
governments build toll roads, they often fail to consider that the demand by drivers is “elastic” – 
the very existence of tolls is enough to deter some drivers from using the road.   

Worse still, to protect their revenue streams, many firms entering into PPPs demand non-compete 
clauses in their PPP contracts “that reduce competition and require government to make them 
whole financially when policy changes or parallel infrastructure investment alter project 
revenues.  These provisions are smart business, but often bad public policy.”  

“Private investors within PPP models can sue the government for lost revenue especially, when 
the PPP contract provides a guarantee that the government will supplement revenue from fees and 
tolls with payments from its budget so that the investor can reach its revenue target.  Such 
promises are called “minimum revenue guarantees” (MRGs). To government budgets, the MRGs 
are weapons of mass destruction, as was discovered in South Korea, Portugal and elsewhere, yet 
their use continues unabated. They obligate the government to provide corporate subsidies, if 
necessary, to ensure that the investors meets their minimum revenue targets.  The MRG is one of 
many types of guarantees that a PPP contract can offer.  In corrupt schemes, the private investor 
may hide certain revenue from the government in order to obtain payments.  And even when 
corruption is not involved, the diversion of government funds to such guarantees depletes the 
funds available to meet fundamental social needs.”  

“Investors sometimes also engage in “dive” bidding to compete for a contract award.  That is, 
they lowball the bid for a contract with either the explicit assurance or the (undisclosed) plan that, 
after the award, they can renegotiate contracts again and again, each time extracting more 
benefits from the government, to the detriment of the public sector.  According to the IMF, 55% 
of PPPs are renegotiated (approximately every 2 years) to increase tariffs (62%), decrease 
obligations of private sector (69%); or decrease concession fees paid to government (31%).” 

	
5. This	is	where	AIIB	should	cautiously	re	–	consider	the	role	of	mobilizing	private	capital	for	

infrastructure.	Similar	to	ADB’s	roadmap	of	Strategy	2030,	the	draft	transport	strategy	also	
emphasize	the	need	to	unlock	private	capital	for	transport	infrastructure	but	fails	to	elaborate	
to	 exercise	 due	 diligence,	 transparency	 and	 accountability	 of	 the	 private	 sector	 including	
financial	intermediaries.	The	undisclosed	risk	guarantee	of	private	capital	is	a	clear	threat	to	
communities	 who	 will	 be	 facing	 the	 aftermath	 of	 various	 projects	 under	 financial	
intermediaries	and	Public	-	Private	Partnerships.4		According	to	a	Hoenrich	Boell	Stiftung5	the 
current economic paradigm is comprised of “three policy pillars – privatization, 
liberalization, and budget discipline.” The key trends identified in the paradigm are -	

• Treated the environment and the atmosphere as though they were limitless sinks for 
pollution and greenhouse gases (GHGs). 

• Promoted budget discipline to a point of severe austerity that has stifled development 
and/or growth in many countries.  

                                                
4	NGO	Forum	on	ADB,	et	al.	Joint	Submission	of	Comments	on	ADB’s	Draft	Strategy	2030.	9	May	2018.	

5 Alexander, N, HBS 2017, Globalization and the State’s Sovereign Right to Regulate in the Public Interest: the Case of Public-Private Partnerships (PPPs) 
in Infrastructure  
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• Liberalized financial markets to a degree that has turned the sector into a casino of 
speculation.  

• Liberalized labor markets in ways that have, at times, stripped workers – especially 
women -- of their rights and decent wages.  For many, work is more precarious (e.g., 
short-term contracts or none at all) and, according to the IMF, there is less social 
protection for workers in the event of unemployment. With a rise in automation, net job 
creation is a challenge.  

• Encouraged regressive tax policies that have risked disabling social welfare systems.  
• Promoted trade agreements that are often less about trade in goods than about securing 

intellectual property rights, shifting wealth to the owners of capital, liberalizing 
procurement, and shifting rights from states to investors.  

The excluded are angry and want radical change.  Yet more people need to challenge the 
economic paradigm and the resulting threat to state sovereignty, specifically the “right to 
regulate” in order to improve health, safety, environmental, and labor standards in every 
sector including agriculture, energy, water, transportation.  

	
6. The	list	of	priority	projects	accordingly	includes	trunk	linkages,	cross	–	border	connectivity,	

transport	integration	and	upgrading	of	existing	infrastructure	(para.	8).	In	addition,	the	draft	
also	 states	 that,	 “economic	 return	 and	 financial	 viability	 will	 be	 the	 key	 criteria	 for	 the	
selection	and	design	of	projects	(ibid).	Reiterating	the	previous	points	made,	economic	return	
and	 financial	 viability	 should	 not	 be	 the	 sole	 criteria	 when	 AIIB	 is	 venturing	 into	 any	
infrastructure	projects	for	that	matter.	In	the	succeeding	section	on	AIIB’s	approach,	the	draft	
also	indicates	its	commitment	in	“promoting	environmental	and	social	sustainability”.	While	
this	language	should	be	strengthened	i.e.	from	“promoting”	opt	to	use	the	word	“ensuring”,	
“safeguarding”	or	“protecting”	environmental	and	social	sustainability,	this	should	also	be	a	
key	criteria	for	the	selection	and	design	of	projects.	AIIB	should	be	consistent	in	its	strategy	
document	on	the	criteria	and	characteristics	of	the	type	of	sustainable	transport	project	that	
it	 would	 finance.	 It	 should	 be	 noted	 that	 this	 strategy	 document	 does	 not	 mention	 of	
safeguarding	existing	carbon	sinks	such	as	ponds,	forest	cover	and	water	ways	to	ensure	the	
integrity	of	ecology	and	life	support	systems.	

	
AIIB’s	Approaches	
	

7. As	previously	mentioned,	the	language	on	promoting	environmental	and	social	sustainability	
could	 be	 further	 strengthened.	 The	 draft	 also	 states	 that,	 “(Environmental	 and	 social	
sustainability)	requires	projects	to	minimize	environmental	and	social	impacts	during	project	
implementation	and	operation,	in	line	with	the	requirements	of	AIIB’s	ESF	and	Policy	(para.	
12)”	 The	 succeeding	 section	 also	 states	 about	 “minimizing	 environmental	 impact	 as	 an	
important	 consideration	 for	 transport	 project	 design	 (para.	 13).	 However	 this	 is	 not	
consistent	with	the	language	on	the	ESF	and	Policy	and	the	internationally	accepted	hierarchy	
of	mitigation	measures.	The	action	 to	 first	avoid	any	environmental	 impact	 is	missing	and	
should	 be	 reinstated	 into	 this	 section.	 By	 doing	 so,	 the	 draft	 transport	 strategy	would	 be	
consistent	 on	 the	 Bank’s	 approach	 for	 environmental	 and	 social	 management	 which	 is	
designed	 to,	 “identify	 actions	 to	 avoid,	minimize,	mitigate,	 offset	 or	 compensate	 for	
environmental	and	social	impacts	of	the	project	(AIIB	ESF,	para.	3)	[Emphasis	supplied].”	
This	is	a	critical	omission	in	the	draft	transport	strategy	that	should	be	revised.		

	
8. By	ensuring	that	the	language	on	AIIB’s	approach	to	the	transport	sector	strategy	consistent	

with	 the	provisions	of	 the	ESF	and	Policy,	 the	Bank	would	 facilitate	 a	better	 safety	net	 in	
protecting	potentially	project	affected	persons	from	the	unintended	and	adverse	impacts	of	
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transport	 infrastructure	 projects	 such	 as	 forced	 displacement,	 loss	 of	 livelihoods,	 poorly	
planned	rehabilitation	sites,	direct	and	indirect	sexual	harassment	and	inadequate	protection	
for	workers	among	others.		

	
9. Accordingly,	gender	sensitivity	will	also	be	promoted	where	opportunities	exist	(para.	12).	

This	 is	 the	only	 time	 that	 the	word	 “gender”	was	mentioned	 in	 the	draft	 transport	 sector	
strategy.	In	AIIB’s	commitment	to	“sustainable	growth”	had	identified	that	it	will	ensure	safe	
and	healthy	working	conditions	for	all	workers,	promote	gender	equity,	encourage	inclusive	
development	 and	 empower	 vulnerable	 groups.	 However,	 to	 guarantee	 that	 the	 AIIB	
consistently	promotes	gender	equity	it	should	ensure	protection	of	women	and	mainstream	
gender	issues	by	identifying	and	addressing	potential	and	actual	gender	disparities	in	AIIB	–	
financed	projects.	

	
10. Similarly,	the	ESF	also	provides	that	the,	“Bank	recognizes	the	importance	of	gender	equality	

for	 successful	 and	 sustainable	 economic	 development	 and	 the	 need	 for	 inclusiveness	 and	
gender	responsiveness	in	the	Projects	its	supports	(AIIB	ESF,	para.	14).”	This	language	on	the	
ESF	 is	stronger	 than	merely	promoting	gender	sensitivity	where	opportunities	exist	in	the	
draft	 transport	 sector	 strategy.	 This	 should	 be	 revised	 to	 reflect	 the	 earlier	 and	 stronger	
commitments	 of	 the	 Bank	 on	 highlighting	 the	 importance	 of	 gender	 equality	 into	 AIIB	 –	
backed	projects	including	in	the	transport	sector.		

	
Implementation	and	Results	Monitoring	
	

11. The	Results	Monitoring	Framework	merely	 focused	on	two	main	parameters:	1)	economic	
viability	 and	 2)	 mobilizing	 private	 capital	 into	 transport	 infrastructure.	 These	 are	 not	
adequate	 indicators	 to	 gauge	 the	 grand	 objective	 of	 the	 AIIB	 to	 develop	 “sustainable	
transport.”	More	importantly	measures	should	be	indicated	focusing	on	the	environmentally,	
socially	 and	 gender	 responsiveness	 of	 the	 said	 transport	 project	 into	 AIIB’s	 monitoring	
framework.		
	

	
	


