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Sustalnable Development
The Cere Idea

The development that:meets the  _ .

present needs without compromising

the ability of future generation to
meet thelr own needs



Issues in Sustalnable
. Development

TO helpﬂth'e less p"rivileged who ténd-
_to disturb the Tole systems for thelr
: surV|vaI _ b _ |
Self-reliance Development
7 Cost-effective Development
Health Control .

._Apprepr._iate Technolegi._es
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Issues in Sustainable
Infrastructure Development

 To provide environmentally sound
Infrastructure

e Increasing demands on Infrastructure
due to:

» Population growth
> Rapid urbanization

» Growth in‘income of the average
consumer; therefore more spending

power |
contimued.. ..



» Decline in“Official Development
Assistance (ODA)
_» Decline in subsidies and initiatives

> Increasmg demand for enwronmental
related funding.

e Inability of cash-strapped public utllltles e’
provide funds for development °

e Private sector participation in infrastructure
development



Problems Wlth Publlcly Operated
| . Infrastructure

| Quallty of serV|ce IS dlsmal

The Coverage of serV|Ce is I|m|ted Wlth
very'low scope for autogrowth

The services cannot cope. Wlth expandlng
populatlon

_Inefficient operation
Pec_)r maintenance

continued.. ..



- Excessive wasteful,usage

Poor cost recovery Ieadlng to flnanc:lal
. problems '

4 'I"- 4 'I"- 4 'I"- - :

Low Iabour productlwty and high Iabour
cost |

| Poor management - |Tnab|I|ty  {6) attrac:t
management talent'and qualified technical
staff on a dynamlc basis - -

- Needs substantlal sub5|d|zat|on

- :

LaCk of Clear regulatory responS|b|I|ty

Enwronmental problems

ey : P : P : P : P
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Promise and Challenges of the
Private Sector in Infrastructure
Development

e~ The promise of-private sector lies in:
» Better management
» Better access to private capital

e The challenges are:

» Investments are capital intensive.and
rely.on state support indirectly.

» The projects have long gestation period

continued.. ..



> :Long pay'back"period |

> Rlsks in Prlvate Sector — glven as under

Demand may turn out to be Iow

'Tarlffs may be 60 hlgh

Delays IN constructlon

Condition of mfrastructure may turn.

out to be worse

ngher Costs

-FlnanC|aI rlsks due to currency

devaluatlon

continued.. ..



o Legai risks in d"isputeﬂs.-:'
\= Political risks |

> Risks faced by Public Sector |nV|t|ng
Private Sector are: -

‘= The procured service may be sub-
standard

‘s Cost may turn out to be too hlgh

" _Publlc opposmon espeC|aIIy from
A Iabour unlons ' :

.= Difficulty In ag:hlevin_gf competition

continued.. ..



> Lack of'adeqguate legislation for private
sector involvement.

» Non enforcement of property rights and
contracts due to lack of proper
legislation

» Bureaucratic inertia.

» Lack of confidence In Private operator.
» Fear of Foreign Operator

» . Reluctance to deal with labour problems

» The private sector may show too little
Interest to ensure competitive bidding.



3 Pf'ivate Capitfarl FIQW§ : Trends

The developlng Countrles have been _
o experlencmg increase in Private Capltal_ |

isince 1990s due 10 I|beraI|zat|on of
economies,

The share of Private Capltal nas

zdoubled from 40% 18 1990 to 80% in
1996

Forelgn D|rect Investment (FDI) |s nearly :
'____$1OO triltion glopally |

continued. ..



« Growth inforeign.investment.in |
developing countries is expected to be
‘at.the rate of 7-10% per year
(estimated by World Bank).
e Traditionally, Private capital flow has
‘not been directed towards social and
environmental sectors due to :
> Legal restrictions against private
* sector involvement in public'services
monopolies.

» Non- enforcement of enwronmental
regulations.

conti nued. .



> No freedom to charge user fee to raise:
tarlffs to cover costs. - '

FDI tends to flow: to Countrles havmg
seemlngly sound Maero- economles

“Recent years have seen strong trends |
t_ovv_ards privatization of state- owned
enterprises and public utilities

“Private sector part|C|pat|on is belng
encouraged to mvest N Sustalnable
mfrastructure

' FDI has gradually shlfted from resource
extractive mdustrles towards | by
. mfrastructure



" Options for Private Sector
Part|C|pat|on

A Wlde spectrum ofroptionsrfor prlvate
sector part|C|pat|on N mfrastructure IS |
'__avallable o

The optlons reflect the varlatlons of the :
role of the’ private-and publlc sectors.

iThe options offer great flexibility:

The optiens allow the parties to -
progressively move from less rlsky
arrangements tg more risky ones.

continued. ...



» The options can'be divided into the
followmg two groups

1) That retain public ownershlp and
include the following:- '

» Service contracts .
» I\/Ianagement Contracts
> Lease arrangements

> Cohcessions.

continued. ...



2)That involve partial or temporary
ownership of assets. This group
Includes:

» Build, own, operate systems and
their variations

» Joint Ownership or mixed
companies, where public and
private Sector operate jointly

» Sale / divesture to the business
entities having more benign
postures.



Mobilizing of Resources from the
| Prlvate Sector

To attract prlvate capltal a series of .,
economie, financial, legal and |nst|tut|onal
reforms are necessary whlch are .
summarlzed below: P |

s Product macroeconom"ic.’-ma_nage'ment |
_ practices.

'- Stable and convertlble Currency
= Enforcement of contracts

‘o Demonopollzmg n|che areas B4
-- . - continued. ...



"Overhaullng regulatory framework

. Removal of subS|d|es '
'?_::Removal of barrlers to forelgn capltal
Allow tariffs. to reflect Costs

_'__Allow repatrlatlon of proflts
;Encourage forelgn part|C|pat|on
-Strengthen Iocal Capltal market
'E--Improve access to |nternat|onal

capital market.

5. . 5. . 5. . ¥ | | Cﬁ)ntl nued



Conclusion '

Certain-basic reforms are essentlal to
attract long term investment.

" Near perfect policy environment is not’
.necessary’to begin with.» This.is* ’
because of followmg reasons

" i. Few successful initial, transactlons
~help, torevolve poI|C|es and allow
reforms to deepen -

continued. . .



Even poor-countries having difficult
environment can attract private
iInvestment If rewards are ,
structured properly. “Investment of
multilateral agencies enhance the
comfort of the private investor.

There is a wide spectrum of options
and arrangements available for
private sector participation.

continued. ...



"Thé inte‘rhational"cf"omm'uhi}ty can 'pTiay g
_ Cruc:|al role in enhancmg prlvate Capltal_
‘flow. 7 - - 2
World Bank is taking serious initiatives «
to reduce risks and Ieveraglng FDI '
World Bank is Offerlng loans and other

.flnanc;lal wistruments to.help private
sector |n developlng Countrles '

The UN can play a catalytlcal role to
encouragerdeveloping countries tor
adopt'sound macroeeonomic-policies
WhICh would attract prlvate sector

“capital. -~ g g
..p Vs T R s T TR Y T T cantmued



_» UNDP has initiated public-private
_partnership programme to share and -
“mitigate risks ih prlvate sector capltal B

.flow e o h % .

. .The Global Compact a networkmg

 organization, constitutéed under the
auspices:of U.N, is*a forunrwhere. the . .
good-practices adopted are deliberated

-~ upon and the information disseminated.

- : - : - : - : - :



India - Review of Private Sector in

Infrastructure

Intﬂre_ducti'cﬂ)n'_ _

- In'dians re'eeive infrastructure' ser\)ices |
sthroughy ‘public entitiess=—usually part of;
a Government Department

” The estimates for investmentin
Jnfrastructure Projects is as follows :

Sk, "0, Period Estimate
1. 1996 - 2001 $115 - $130 billion
72 2001 - 2006 $215'billion

continued. . .



« A high-level task*force has been

~constituted by the Government to attract
Investment for projects of national and 7
regional iportance.

e The task force is currently concentrating -
on the fellowings: - | |

> developlng expressways

> addlng Ianes to natlonal hlghways

- and

» building five world-class international
alrports.



Telecommunications

 Private players entry has generated
opportunlty for Competltlon and '
mvestment '

- Market structure. and license conditions
have undermined: |ncent|ves for Iarge -
mvestments and new entry -

Power

. The poor financial  standing ' of ,most.
| Electrlc:lty ‘boards have been the reason .
for undermining Govt. efforts to mtroduce
prlvate sector in power generatlon 2



Airports

e :Government is planningito lease:
operatlons at the Calcutta, Chennal
Delhi, and;Mumbai airports.

Urban water and municipal services

e Inadequate revenues and rcumbersome
- .institutional - approeach’ -+have «to
~undermined prlvate partJ(:lpatlon IN thIS.;
"sector |



deaés

Brldges bypass and stretches in
'Natlonal nghways have been prlvately'
funded. - "

e :Toll collection have been mtroduced
'and IS steadlly mcreasmg |

. Government is upgrading the Natlonal
'_-inghway network which mcludes the
'- prlvate sector part|C|pat|on



- Ports

- Broad - policy -measures have. been-
. adopted by the Central government
‘must open ports to the“private“sector -

for investment and operating.

> Developing expressWays.
~ » Adding lanes to National Highways.

» Building 5 world-class international .
airports.



Improving the publi C-p rivate.i ht___e rface

zThe Ingcreasing, emphasis on; . private
\provision of infrastructure - services; is
placmg new demands on the publlc
“sector’'s contractlng and superwsmn
skills. & { - fo

. Greaterdinterministerial coordination at -
~ . the central and state Tevels for pushlng
__--the de5|red reforms
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