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Abstract

The development of the infrastructure has always represented a major priority at
the level of all actors implied in the economic-social activity, from public authorities to
private organizations and even civil population. The particularities of the investment
projects in the infrastructure attract a more and wider private organizations category
which analyses the infrastructure differences as potential business opportunities. The
present paper presents a series of particularities specific for the investments in the
infrastructure sphere as well as the main attraction factor for the private companies.
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Rezumat

Dezvoltarea infrastructurii a constituit dintotdeauna o prioritate majora la nivelul
tuturor actorilor implicafi in activitatea economico-sociald, de la autoritati publice la
organizatii private §i chiar populatia civilda. Particularitdtile proiectelor de investitii in
infrastructura atrag §i o categorie, din ce in ce mai larga de organizatii private care
analizeaza decalajele de infrastructurda ca potentiale oportunitati de afaceri. Lucrarea de
fata prezinta o serie de particularitati specifice investitiilor din sfera infrastructurii precum
§i principalii factori de atractivitate pentru companiile private.
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Introduction

and qualitative perspective represented one of the major problems
of the social-human evolution in the last existence century. Being
approached in parallel from an empirical perception but also from a scientific one,
the infrastructure represents for many states another major difficulty with direct
consequences in the international competitively plan as well as in the foreign
investments fluxes attraction one. Nevertheless, there exist in the same time
economic systems which understood the importance, respectively the domain’s
contribution and especially they acted consequently, being now remarked on
favorable positions in worldwide raise and economic development classifications.
The term of infrastructure, as an integrant part of the European Union’s
programs and regulations, is used in official documents in a restricted sense,
respectively it reduces to transports. There is no agreement for using the term of
infrastructure, but approached from a wide point of view it includes the physical
endowments, organizational institutions and structures or social and economic
associations realized in order to satisfy the society’s operational needs (DEF’2007)
The term is most often differentiated in two distinct directions, namely: social
infrastructure, which includes domains like health, education etc. and economic
infrastructure, with orientation towards the different types and forms of transport,
energy, communications etc.

T/ he development of the infrastructure from the complex, quantitative

The particularities of the infrastructure
and the specific transformations in the economic
globalization context

Irrespective of the approach manner, the economic theory and practice
recognise the major role of infrastructure domain for the social and economic
development of the nations. A well-known term in the specialty literature and
important for the present paper refers to notion of infrastructure industry, here
being included all domain activities, including the realisation, organization,
functioning and maintenance of all components included in the general concept of
infrastructure. The economic context proved the fact that there exists a strong
relation between the infrastructure industries and other activities like the ones in
the provision sphere, in the construction one but also in the industries which use it,
like the air, the road or the maritime transport services. Two different connection
types can be identified in the ensemble of these complex relations, like this: we can
talk about a direct dependency between the infrastructure industry and domains
like transport services etc, meaning that a developed infrastructure ensures a
corresponding raise of the transport domain, but also an indirect dependency with
other domains, meaning that a corresponding infrastructure can negatively
influence the authorities interest for extending through new constructions, in the
detriment of other priority domains. In order to realise a concrete delimitation of all
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components included in the infrastructure industry ensemble, we presented in table

nr.1 the integrated domains and the specific activities associated according to the
UNCTAD regulations.

The infrastructure industry and the associated activities

Table 1
Infrastructure sectors
Supplier Infrastructure industries
Infrastructure industries and Facility operation Infrastructure
activities and on infrastructure .
. services
maintenance
Seaports Marine cargo handling Towing aqd tugboat
services
. . . Railroad switchin
. Railway track Railroads, line-haul . g
Railroads ecquipment operatin and terminal
< quip P & establishments
g | Roads . - Terminal and service
2 Heavy Terminal and joint o
£ | and . . . facilities for motor
< . construction other terminal maintenance .
& | highways than buildin vehicle
= Airports £ Airports, flying fields, and airport terminals
Parts of_heavy Parts of miscellaneous
construction, not L
Other services incidental to
elsewhere transportation
classified P
Telephone and
telegraph Telephone communications
Telecommunic apparatus
ations Telephone
interconnect Telegraph and other message communications
systems
Water suppl
Water - PPy
Sanitary services
Electric services: . .
. Electric services:
Water, sewer, generation and . .
L o distribution
pipeline, and transmission
communications Natural gas
. . Natural gas
Power and power line transmission and .
. o transmission and
construction distribution, gas .
. distribution
production
Combination electric and gas, and other utility
Steam and air-conditioning supply

Source: (WIR 2008 - Word Investment Report 2008 — Transnational Corporations and the

Infrastructure Challenge, 2009)

The fundamental role of the infrastructure has been highlighted during the
last years, as a higher and higher number of states in the entire world have been
attracted in an economic raise cycle and participation to the global economy, these
ones being conditioned by the quantity and quality of the detained infrastructure.
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The incapacity of supplying the necessary infrastructure and the afferent
services represents one of the major obstacles in accelerating or maintaining the
development rhythm, as well as in reaching the raise and performance objectives,
imposed by the Millennium’s Development Objectives (ODM?2003), established by
the Organization of the United Nations. Moreover, the investments necessary for
the countries that are developing in infrastructure do not pass much over the sums
assigned by the authorities, the private sector and other interested parts, a fact
which leads to the appearance of a significant financing deficit. In average,
according to the World’s Bank estimations, the developing countries invest, at
present, annually 3 — 4% from their GDP infrastructure in comparison with the
approximate necessary of 7 — 9%, which permits a wider economic raise and the
reaching the objectives of lowering the poorness in a corresponding time.
(WIR2008) The direct consequence of this situation, determined by the
investments insufficiency necessary in the infrastructure determined a fundamental
change of the state’s role in the entire world.

Based on the realized researches we have highlighted a series of distinct
characteristics of the infrastructure industry, among which the most important take
into account the following aspects:

» The infrastructure industries include complex and intensive activities
from the point of view of the capital. The exploitation of the infrastructure is
realized on a long period of time, it implies huge investments costs and it is strictly
specific for the emplacements;

» Because the infrastructure most often implies (from the physical point
of view) the construction and exploitation of the networks, these are frequently
found in an oligopoly form (or monopoly). Consequently, the control or the access
to such networks could be a competitive key advantage that has to be distinctly
analyzed;

» Numerous public and private organizations consider the access to
infrastructure services as a social and politic problem. Such services can be
considered to be public goods, meaning that they should be available to all users,
and some of them, like the supplying with water, should be human rights. Other
infrastructure services or industries, like the port or aeronautic industries, are
considered to have a strategic importance (WIR2008);

» The infrastructure industries play a determinant in the competition
evaluation of an economy, as an integrant system. The essential role in matter of
the contribution in the development of other industries highlights the fact that the
integration and performance of the companies in the infrastructure activities must
be evaluated not only from the point of view of the services’ efficiency and
competition in cause (on cost, price, quality) but also from the point of view of
their impact on the industrial and individual users;

» The infrastructure is a key element of the economic development that
can ensure the integration in the world-wide system. The good transport and
telecommunications infrastructures can contribute to the national competition of
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some economies and to the reduction of poorness. The actual period, characterized
by ample transformations in economic and social plan, at the level of all activity
domains, significantly influence the infrastructure industry too. The impact on this
sector is more relevant because it manifests to contradictory tendencies. On the one
hand, a first direct tendency is that of restricting in investment funds assigned for
the development respectively for the maintenance of the infrastructure, but on the
other hand, the infrastructure projects represent a safe, recognized way for
sustaining some economic activities like constructions, raw material production,
for maintaining the unemployment in controllable limits. The positive result of the
two manifested tendencies is influenced by the authorities’ capacity to
correspondingly divide the resources on the most relevant projects, with a
corresponding social and economic potential and which are able to generate
ulterior incomes.

The implying of the private companies
in the infrastructure industry

From the historical point of view, approximately around the 1980’s the
infrastructure industries were strictly in public authorities’ competence, sometimes
through corporative forms, like the state enterprises. After the ‘80’s these ones
were gradually liberalized, differentiated by the industrialization rhythm and
degree of the respective state. The direct result was that the relation between the
state and the private sector evaluated, meaning that the state assumes more and
more the regulation role of the activities developed by the private in the
infrastructure area. These new relation continues to change, as a response on the
one hand to the technological progress and on the other hand to the experience
accumulated by the implication of the private sector and the change of the politic
priorities. A way of facing these gaps could be the one regarding the mobilization
of the direct foreign investments and of other participation forms of the companies
in order to add and complete the activities in the internal infrastructure
organizations, both public and private.

The transnational companies specialized in the infrastructure industry
immediately offered the solution to compensate the investments, experience and
competence gap, but in most cases both the positive and the negative consequences
didn’t appear lately. In this context, a high number of players, others than the
companies strictly orientated on infrastructure extended their presence in the field,
here being included even the funds of private capital. This new dimension of the
collaboration between the state and the private sector has been facilitated and
outlined by means of innovation and of the technological research’s results. From
this perspective, there could be mentioned sectors like the telecommunications or
the electric energy industry, where the multinational companies played an
important role in supplying and ensuring infrastructure services. We have
presented in Figure 1 the main causes that limit the integration of the private
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companies in the infrastructure industry but also the potential improvement
solutions of the existing situation, identified on the basis of the theoretical and
practical researches.

G& lack of a The lack of\ The cooperation of the public
investment funds ™  sector with the private one

long term
investment

strategy Bureaucratic o The transparency raise in the
authorization The implication realization and financing process
process of the private
Authorities’ companies in the Recognizing the fact that the
reduced The lack of a infrastructure - infrastructure represents an
i c industry ic sti ifiti
efficiency proper legislative 3 economic snm?]llu.s ifit is
frame correctly administrated.
@ Improving the acquisition

The politicizing ||
of the priorities The lack of thEd The improvement of the process through private-public
prompiness nee: legislative frame and the partnerships

ranting of stimulants for

Significant social the infrastructure projects Improving the professional
impact forming process of the human
—»

resources implied in the

The culture
difference

between.pub].lc Projects” infrastructure
and private A .
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\ / N Depoliticizing of the public
processes regarding the
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Figure 1. Inhibitor factors and solutions for the implication of the
private companies in the infrastructure industry

Even if in certain situations the infrastructure’s externalization was benefic
from the point of view of the reduction of the costs and of the terms in short and
medium term, but the costs were much higher on long term, and they even passed
beyond the authorities’ reimbursement possibilities. The direct consequences were
bound to the significant raise of the debts degree and even a risky exposure of the
authorities in the financial markets areas.

In a retrospective analysis of the realized investments in the infrastructure
projects, both from the quantitative and from the qualitative point of view, it can be
affirmed that the good results have been registered in states that understood the
necessity of the public — private partnership, they have correspondingly valued the
advantages and they have limited as much as possible the negative impact of such a
contract. The experience of the public-private collaborations in the infrastructure’s
domain proved the fact that the higher the contestability degree of an infrastructure
industry is, the more probable is the implication of the private companies, which
will have as effect an efficiency raise due to the high competition. This will be felt
both in the price/quality report optimization, and in the initiatives plan of extending
and covering new service areas.
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Conclusions

In a medium and long time horizon the capital and infrastructure
investment capital will be very high, which implies the adopting of some
corresponding strategies from the financial point of view, but which take into
account the respecting of the used criteria, effectiveness, sustainability and
durability. In conclusion it must be mentioned that the host countries, especially the
ones in course of development, have to decide when it is most proper to attract the
private companies in development and the infrastructure management. If we take
into account the fact that the politic priorities and options change sometimes too
often, the optimum mixture of private and public investment becomes a real
complex provocation. The projecting and politics implementation proper for using
the potential role of the private companies in the infrastructure requires adequate
capabilities, coherence on medium and long term respectively a proper legislative
frame. The public authorities have to decide on their priorities among the different
projects’ solicitations, to establish clear and realist objectives for the chosen
projects and to integrate them in wider development strategies. The mobilization
and orientation of the higher and higher financial fluxes from the countries in
course of development still remains a problem of the international community,
which has to find solutions on short and medium term.
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