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The purpose of this track was to share experience and discuss needs for private sector involvement in GEF international waters activities. The first session focused on opportunities with the private sector. The second session focused on partnering and financial opportunities and other available resources for GEF IW projects. 

The present report is summarizing all relevant key issues proposed by the presenters and discussed among the participants to the IW conference track 4. The report highlights existing barriers and lessons learned during implementation of selected GEF projects providing the ground for further discussion.

Key issues:

1. Should GEF resources be used to support private sector, directly or indirectly?

2. Is there a real need to consider alternative delivery mechanisms for environmental infrastructure and services at the local government level, or is it just a case of lack of political will and commitment to finance such projects?

3. Do governments make good partners? How can governments ensure sustainable partnership with the private sector?

4. Is there a role for IFI’s, donors, and the international agencies in public-private partnerships?

5. Are local governments able to access national and international investors and operating companies? What are the limitations?

6. Are private and public sector partnerships able to solve existing conflicts for the use of natural resources?

7. What kind of mechanisms and grants GEF could provide to stimulate private sector’s investments in EST in developing countries or countries with economies in transition? – (Water intensity and water polluting industries)

8. How multilateral financial support could be used for implementation of SAP, at the early stage? 
As a matter of fact no single country, donor, agency or any individual effort can effectively resolve the environmental management problems of today. Public-Private partnerships are key solutions to most environmental management problems encountered. A sound partnership is a relationship built on mutual interests and trusts established among different parties, which are sharing the same values, risks and benefits. Therefore all relevant stakeholders should be involved in the process, including the civil society.

Both the public and the private sector are facing a number of different kinds of barriers in making good partners. The main challenge of the public sector is to effectively transform environmental problems from being a public liability into economic opportunities by attracting capitals from the private sector.

Local governments often lack of managerial and technical skills to act as the broker in the public–private partnership process. Existing bidding and negotiation mechanisms set by the public sector for establishing public-private partnerships are not efficient due to inadequate objective ranking and selection criteria, unrealistic risks and rewards concepts. There is a need to identify and put in place transparent mechanisms focusing on building investment climate to be exercised through a step-by-step process in building confidence in the Private-Public partnership process.

GEF funds have been utilized in addressing the need of fiscal and managerial reforms in the public sector. Remarkable experiences are the UNDP-GEF Danube Regional Programme, the Black Sea programme and the Partnership in Environmental Management for the Seas of East Asia programme, which have successfully supported the establishment of legal and institutional framework as a basis for political commitment and joint actions. 

A key lesson learned through the implementation of the GEF-PEMSEA Programme is that in order to built sustainable partnerships, strong ownership of projects should be established from the very beginning. Early collaboration and extensive consultation between public and private sector are crucial issues. Involvement of all interested stakeholders, including the local communities through contingent valuation surveys has proven to be an appropriate strategy for identification of sustainable project.

National decentralization policy sometimes results in lack of national commitment in providing full financial resources and guarantees to support local governments investments. There are a number of relatively small investments projects (15-20 MUSD$), which are important from environmental point of view but are not included into the priority list of national governments investments plans. Furthermost municipalities have difficulties in getting a direct access to loans guarantees, particularly small municipalities. Eventually GEF funds could be used to address local political/financial risks by providing non-Grant Financing with concessional/ contingent finance, loans, and guarantees.
On the other hand private sector engagement is often limited by the fact that major financing institutions are seeking for high profits investments where low risks are involved. Investments in wastewater and water supply facilities are high capital intensive with high pay back periods and low rewards. Least developed countries affected by political instability being too risky markets for private investors, are in a much unfavorable position to attract investments compared to countries with economies in transition. 

National financing capacity is not always tailored to the needs of the local private sector: commercial loans are too expensive and sustainable financing schemes are not in place. Moreover private sector in developing countries lacks of skilled human resources for identification of bankable projects. Environmental costs and criteria are usually not internalized into management investment decision-making process. 

The UNIDO/GEF-TEST project for Transferring Environmentally Sound Technologies in the Danube River Basin, has demonstrated an integrated approach to raise awareness on corporate and social responsibilities and has built local capacity within the national private sector (industry and consultancy) for identification of feasible pollution prevention investment projects.

Enterprises have usually limited access to information on existing financing opportunities. Other stakeholders like industrial associations and chamber of commerce can facilitate the access and exchange of information among actors within the public-private partnership process.

Experience from implementation of technical cooperation project has showed that there is a lack of trust toward national authorities/institutions: the current system of setting national focal points for identification and selection of priorities for financial support has proven to be not always effective. GEF assistance is country needs driven, therefore alternative delivery mechanisms for environmental infrastructure and services at the local government level are designed on the basis of countries specific conditions (investment climate, available national resources and institutional framework). 

Conclusions

GEF has been supporting a limited number of projects directly engaging the private sector. Nevertheless there are a number of lessons learned which have been shared among project managers, government representatives and implementing agencies. GEF could play a key role in supporting developing countries to design and delivery innovative mechanisms in the public-private partnership process. Those mechanisms should aim at building i) governance of the system (partnership); ii) strong ownerships of project; iii) capacity in identification of feasible projects; iv) financing schemes combining loan and grant. The private-public partnership process should involve national banks, private sector, GEF and other donors.

Once GEF pulls out of projects, one of the key concerns is the sustainability of the established partnerships over time. Sustainability of PP partnership is built at the very early stage of project design. This could be pursued only if sound legal and institutional framework has been put in place and strong ownership is guaranteed by the involvement of all stakeholders including local communities.

GEF financial resources can support the public-private partnership process by:

· Financing the development of a transparent, balanced and service oriented partnerships: strong ownership, long-term, shared information, stakeholders participation, quicker decision making, transparent process, early collaboration and consultation (GEF acting as the broker of the PP process)
· Building the climate for investments: strengthening legal and institutional framework as a basis for political commitment and joint actions 
· Strengthening national financial capacity to be available to local private sector and directly to local governments
· Addressing local political/financial risks by providing non-Grant Financing with: concessional/ contingent finance, loans, and guarantees

· Creating local capacity within the national private sector (industry and consultancy) in identification pollution prevention opportunities and internalization of environmental criteria for selection of investment projects

· Demonstrating actual project risks by Funding Pre-Investment/feasibility studies for Environmentally Sound Technologies
· Supporting private sector access to new markets and technology while Strengthening business’ image regarding concern for and management of environmental management.
