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Note by the secretariat: In order to find solutions to ongoing financid constraints UNECE
member States have for some time given a high priority to new techniques for dtracting private
finance for infrastructure. The UNECE, for example, in 1996 edtablished a BOT Expert Group
to prepare Guiddines on best practices on such techniques induding the development of Public
—Private Partnerships. On 45 December 2000, under the auspices of WP.5, the UNECE Group
presented its Guiddines to an intenationd Forum on  “Public-Private Partnerships  for
Infrastructure Development: The Next Steps’. The Forum agreed to establish a Public-Private
Patnership Alliance to ass8g Govenments in the implementation of socdly and
environmentaly sugtaingble PPPs. The following note provides information on the role of the
UNECE Public-Private Partnership Alliance. It provides detals to Governments who will join
this body. The inaugurd Meeting of the Alliance will take place in Geneva, Switzerland, on 12
March 2002.

This document can be found on the PPP Alliance website at www.unece.org/operact/ppp

GE.(2-30123
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Summary

Project Titlee Public-Private Partnership Support for the Trandtion Economies of Centrd
and Eagtern Europe and the CIS.

Implementing Party: United Nations Economic Commission for Europe (UNECE).
Duration: Two years.

Structur e: Multi-donor fecility to support PPP development in transition economies.
Member s: Governments and Private Sector.

Proposed Start Date: 1 January 2002. Inaugurd Meeting of the UNECE PPP Alliance,
Pdlas des Nations, Geneva, Switzerland, 12 March 2002.

L ocation: UNECE, Geneva, Coordinating Unit for Operationd Activities.
Proposed Donor Funding: US$ 800,000 for two years (extendible).

Key Partners. UNECE is convening with prospective internationd parties on how they
wish to be associated with the Alliance.
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1. Executive Summary

The United Naions Economic Commisson for Europe's Public-Private Partnership Alliance
was edablished on 4 December 2000 by leading indugtrid figures, senior government
offidas and chiefs of internationd organisstions and regiond devdopment banks.  The
Alliance was formed following UN Secretary Generd Kofi Annan's edtablishment of the
Globd Compact in January 1999 to enlist the support of privete enterprises in cregting a
more humanitarian and ethicd bass for globdisation. This Allianceg's purpose is to promote
the use of public-private partnerships (PPPs) as the vehicle to build and maintain the vast
infrastructure needs of the trangtion economies of Centrad and Eastern Europe and the CIS.
PPPs are dynamic and govenments need to dimb a deep leaning curve in order to
implement projects successfully. The Alliance provides Governments with a pan-European
network to exchange experiences and latest gpproaches that lower transaction costs and rase
prdessond dandards in project development, benefiting government, private sector and
cvil society dike. The PPP method is recognised as a sgnificant means for meeting the vita
devdopment needs while dso involving governments in market privatisstion and without
burdening them with debilitating debt from financie's. The UNECE BOT Group has been
engaged in counsdling and advisng governments in the promotion of the PPP concept, legd
reform, and training government official's on working with PPP operations.

2. TheChallenges

Awar eness and under standing
Establishing a genuine dia ogue between governments on PPP potentid;
Overcoming nationd resistance to partner with the private sector;
Discouraging reliance on traditiona debt-ridden forms of project financing.

Developing the skills
Building the necessay <kills and management in PPPs amongst the civil
servants,
Using PPP modelsto dleviate poverty;
Accderating project ddivery from discusson to implementation phase.

Creating theright framework
Improve legd and regulatory regimes to ensure PPP feasihility.
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3. Justification for the Project

After a decade of dow economic growth and incidents of devadstating armed conflicts, the
countries of centrd and Eastern Europe and the CIS are in some cases bereft of even the
most basic infradructure needs. Highway trangportation systems and bridges are non
exigent or of low qudity, water and sewage trestment facilities cannot provide for the
hygienic needs of the population, power plants can barely provide large cities with sufficient
eectricity and ports and arports are incapable of handling broad commercid trade. In less
critica cases where the need is not for new projects but the rehabilitation and mantenance of
exiding infrastructure, PPPs can play a dgnificant role. All of these needs, essentid for
modernisation and economic renewd, are neglected because many governments do not have
the cgpitd to even begin ther devdopment. Mountains of international debt consume the
cash-gtrgpped dates of the region. A successfully funded PPP project will help Governments
to meet these needs by empowering nationa and locd economies through private sector
investment and democratic renewd. It will taget the creation within adminigraions of
dedicated PPP units to bring projects in atrangparent manner into the market place.

4. External Factorsand Risks

Even with externd support there is a risk that dl the counsding and advice will
fdl on deaf ears, as the problems are extremedy difficult and the capecity to
develop projects with legitimate private sector companies virtudly nil. There
needs to be a competent non-buresucratic and private sector driven body to
promote didogue devdopment and transparency. In order for PPP's to
proliferate in the region, Governments must be convinced of ther viability by the
relaive success of pilot projects in ther neghboring countries  These pilot
projects have to be widedy promoted, aggressvely marketed and competently
facilitated for governments to begin to initiate PPP projects on their own.

Without an indine in a sudainable and equitable economic prosperity, many
regions in Europe will continue to be prone to ingability and conflict. Economic
dahility is a the heart of dleviating tendons; it is necessary to promote a lagting
pesce and prosperity in the region. The rddive dability of Europe cannot be
secured agan until dl of its countries ae on the road to success and
implementing economic and market development programs. The PPP Alliance's
work will dlow these countries to teke the essentid deps towards economic
progress and further European integration.

5. Objectivesand Actions
The objectives of the programme are to:

(i) Increasethe ddivery of successful PPP projects
(i) Improve the sKills of the public adminigtration in PPP techniques

To these ends the programme will facilitate the commencement of severa PPP pilot-
projects to showcase what services can be provided and to display to member States the
feagbility of PPP projects in meeting the essentia needs of ther populations. The Alliance
will achieve the following:
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Project development

Sdection of theinitid projects by the Alliance Group of Experts,

Bring pilot proects to request for proposd dage in patneship with the
governments,

Assgance and review in drafting or redrafting countries viable concessionare
and transparency law;

Maketing and promotion of possble PPP projects for private sector
presentation;

Identification or review of credible and rdiable private sector partners, and

Review of the private sector contract and negotiation procedures.

Training and support

Traning and support for government officds in PPP  implementation and
practices,

Promotion of wider devdopment gods (i.e environmentd sudtainability, poverty
dlevigtion, cusomer sarvice and locd busness deveopment, community
involvement, good governance, and trangparency); and

Mediation forums and support for disputes resolution.

6. Why isthe PPP Alliance an Innovative I nitiative?

The Alliance€s postion in the god of widespread use of PPP initiaives is both innovetive
and paramount. There has been no effective program to date, steered by experts from the
public and private sectors which has enjoyed the success the Alliance has in the promotion
and conaultation domain, and certainly there are no efforts which will teke the bold steps of
actively participating with governments in PPP cregtion. The Alliance will be bresking new
gound by actudly fadlitating PPPs taking an active role in shaping the recipient
governments  legd and regulaory environment, presenting projects to potentid privae
sector patners and paticipating and monitoring contractuad  agreements. These  undertakings,
as well as others listed in the Objectives section of this proposd, will place the Alliance a
the worldwide forefront of al PPP initiation efforts.

The Alliance itsdf will not become a large executive entity. Its prime resource will be the
knowledge, kills and organisations of its members. Its secretariat will act as a clearinghouse
for expert assgtance form both sectors and provider of practicd training/career devel opment
opportunities for ther daff and post-graduate students. Part of ther misson will be to
facilitate easer and less expensve neworking (panEuropean and globd) among PPP
practioners and to help customise proven PPP guidance for countries that lack the resources
to underteke this themsdves. The Alliance wdl dso have a broader role in explaning the
use of PPPs as a development tool in member dates, in particular amongst the generation
radicalised by Sesitle and the current crissin central Asa
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7. The UNECE asthe Right Vehiclefor PPP Implementation and Capacity Building

An inter-governmenta platform;

A framework for implementation with agloba outreach;

A track- record of accumulated expertise of trangition economies,

A panEuropean network of PPP units;

A resarvoir of in-kind contributions from the Europesn business community with
hands-on experience of PPPs worldwide;

A neutral framework;

A commitment to the socid and environmenta objectives, and

A framework for good governance and democretic principles.

8. Relations Between the UNECE PPP Alliance and Other Multilateral and
International I nitiatives on PPPs

The following internationa bodies have been invited and to be Associated I mplementing
Partners: the European Bank for Recondruction and Development (EBRD), European
Investment Bank (EIB), Organisation for Economic Co-operation and Deveopment (OECD)
(confirmed).

The following bodies have been invited to be Cooperating Agencies: United Nations Food
and Agriculturd Organisation (UN/FAO), Stability Pact for South East Europe, Centra
European Initiative (CEI) (confirmed), International Recongruction Bank (IRB), Black Sea
Development Bank (confirmed), UNIDO (confirmed), UNCITRAL.

The PPP Alliance will report on its activity to the Working Party 5(WP.5) of the UNECE,
under the Coor dinating Unit for Operational Activities.

9. Modalities of Project Implementation and Delivery

Implementations of a Programme under the OECD/UK Government Investment
Compect of the Stability Pact for south eest Europe to assig in identifying pilot
projects, improving the legd and regulatory framework for PPPs, and training
civil servants in PPP methodologies;

Filot project devdopment in waer and waste sector (i.e. Crodtia and
Yugodavia); cusoms checkpoint (i.e. Bdarus and Poland); arport (i.e. Russan
Federation); new trangport highways (i.e. centrd Europe); socid housing (i.e
Romania);

Awareness raising, marketing and UN Globa networking events: PPP Forum on
Public Adminigration Support for PPPs (Stability Pact, Romania), Legd
Symposum (Sovenia), Globa PPPs, (Hong Kong) (separately budgeted).
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10. Progressto Date

The Alliance was edtablished in 4 December, 2000 and has dready embarked on severd
programmes/missons

Leading the Programme to Promote PPPs under the Stability Pact for South East
Europe;

Marketing of PPP Alliance at Global Summits on PPPs in London, Dublin and in
Asig

Consultations with Donors and Partners; and

Improvement of Legal requirements on PPPsat UNCITRAL, Vienna

The Alliance is aso the product of the UNECE Build-Operate-Trander (BOT) Group, a
Group of experts founded in 1995 under UNECE. This Group has.

Prepared Guiddines on best practices on PPPs;

Reached agreement between the public and private sector members of the Group
on the socid and environmental objectives of PPPs;

Participated in numerous international meetings throughout Europe on PPPs;

Held Conaultative Medtings with individua Governments; and

Prepared a Negotiating platform for Governments for PPPs,

11. Financing

The PPP Alliance is a multi-donor facility financed from both public and private sectors. The
totd funding, necessary for severd activities (i.e. meetings task forces, consultants travel of
delegates from trangtion economies) is US$ 800.000 for two years (extendible). The
required budget for saff time, travel and research to bring the first few pilot projects to the
Request for Proposal stage is US$ 100,000. To date funding has been committed for around
US$ 250.000.

As with the UN revolving fund for naturd resources, the activities of the Alliance will be
financed from a percentage of the income from the project established through the assistance
provided by the Alliance.

12. Structure of the PPP Alliance (see annex 1)
Office bearers

- Two co-charmen: one representing the public sector and one representing the
private sector;

- Each chairman of asub-group becomes a vice-chairman of the PPP Alliance;

- PPP Head: moderator with UNECE secretariat and responsble for carrying out
the programme;
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- Internationd Liaison Officer: She/He will promote the PPP Alliance outsde the
UN and will endorse the cooperation with other UN agencies and the regiond
development banks;

- Regiond coordinators;

- Treasurer,

- Senior Legd Counsd;

- Chairman of the Working Party on Internationdl Legal and Commercia Practice.

Steering Group

A geering group condgting of dl government representatives and the chairmen of each
of the sub-groups (see below) will determine the drategy and promote the objective of
the groups as awhole.

Dedicated task forces deding with key projects will assgt in preparing for financing a
number of projects submitted to the Alliance from Governments. So far requests have
been received by a number of southeast European countries for a water waste disposd
fadlity, an arport, and a customs check point. These task forces will cary out
assgnmentsin countries which request support.

A legd and regulatory group will advise governments on the legd requirements for
developing projects and will lower costs through dsandardisng PPP contracts. It will
provide normative advice on competitive tendering and other procedurd requirements
that can assst governments as they begin to develop PPPs.

Subaroups

P

Trangport Sector Group.

Socid Housing (to work in co-operation with the UNECE Real Estate Advisory
Expert Group, REAG).

Energy Sector Group.

Training and Capacity Building Group.

Water Plan and Waste Disposa Sector Group.

Lega and Regulatory Framework Group.

Auditing Group.

Conflict Prevention Group (to work jointly with OSCE).

Technicad Innovation, Specification and Evauetion Group.

N

OO N AW

13. Benefits (see annex 2)
The Alliance will provide Gover nments with:
PPP assistance.

Filot projects and drategic thinking.
Marketing of investment opportunities.
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Problem solving on procedure techniques on PPP ddivery (eg. competitive
tendering).

New techniques and gpproachesto implement projects.

Raising the PPP activities within nationa administrations.

Save resources by lower transaction costs.

The Alliance will providethePrivate Sector with:

Access to government decision takers.

Key Information on emerging markets.
Accreditation as adviser to governments on projects.
Early access to new projects.

Association with the UN and its goasin PPPs.
Development of expertise and knowledge.

TheAlliancewill hdp Gover nment Donor s by:

Results.

Multiplying finendid support by leveraging other public and private finding.
Achieving socid environmental and conflict prevention objectives of PPPs.
Building contacts with beneficiary government and with other donors.

14. The UNECE BOT Group

The UNECE BOT Group, which consss of private and public sector members, will
continue to assist the dedicated task forces on promoting projects.

15. The Inaugural Meeting

The United Nations Economic Commisson for Europe will hold the Inaugurd Medting of
the UNECE Public-Private Partnership Alliance a the Pdas des Nations, Geneva, on 12
M ar ch 2002 (see annex 3). The objectives of the meeting are twofold:

To set up the PPP Alliance organisationd Structure.

To edtablish the future programmes and activities of the PPP Alliance in order to
accomplish the god of devdoping a viable incdusve and sudtanable PPP
European market that functions to dleviate the poverty.

Highlevd goverrment officids, donor organisaions, privaie sector agents internationa
organizaions, and BOT group experts will participate at this event.
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16. Annexes

Annex 1: Organisational Structure of the PPP Alliance

PPP Director

UNECE SECRETARIAT

Academic and Information
Dissemination Group

STEERING GROUP

Transport Sector
Group

Social Housing Group*

Energy Sector Group

Legal and Regulatory
Framework Group

Training and Capacity
Building Group

I
Auditing Group

Water plan and Wage
Disposal Sector

Technical Innovation, Conflict Prevention
Specification and Group**
Evaluation Group

* The Socia Housing Group will work in co-operation with the UNECE Rea Estate Advisory Group
(REAG).
** The Conflict Prevention Group will work jointly with OSCE.
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“UNECE PPP
ALLIANCE”
The neutral Forum
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PUBLIC SECTOR
BENEFITS

+ Information on
best practises

+ Expertise

+ Pilot projects
New training
approach

A
PRIVATE SECTOR
BENEFITS
Projects
+ Association with [€ >
UN
Networking
More dialogue
with public sector
\4
DONOR
COMMUNITY

* Greater impact
of their
contribution

¢ Achievement of
social and
environment
goals by PPPs
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Annex 3: Provisional Agenda of the Inaugural Meeting
PROVISIONAL AGENDA
Inaugural Meeting of the UNECE PPP Alliance
12 March 2002
Venue Palaisdes Nations,
Geneva, Snitzerland
Item 1 Election of office bearers.
Item 2 Approvd of mandate and programme of PPP Alliance work.
Item 3 Definition and approva of the sub-groups role.
Item 4 Implementation of the project proposals of the previous day’s Forum.
i Co-operation with UN supported activities, and with the Investment
Compact of the Stability Pact.

Item 6 Other business.
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Annotated Outline

Item 1 Election of office bearers.

It is proposed to elect two co-chairmen for the PPP Steering Group: one will represent the public
sector and one will represent the private sector. It is further proposed to eect the chairmen of each

subgroup.
Item 2 Approva of programme of work.

The Alliance will have before it a programme of work

Item 3 Definition and approva of the sub-groupsrole.

The Alliance will elect the chairmen of each sub-group and gpprove their ectivities

Item 4 Implementation of the project proposals of the previous day’s Forum.

The Alliance will determine the ways and means of implementing projects, which have been
presented at the Forum

Item 5 Cooperation with N supported activities, and with the Investment Compact of the Stahility
Pact.

The UNECE secretariat/ OECD/UK Government will report on the Stability Pact
Item 6 Other business

(a) Date of next mesting



