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Executive Summary 

This diagnostic study is one of the interventions of the Municipal Development Program-phase 3 

(MDP3), which is funded by multiple donors and implemented by the Municipal Development and 

Lending Fund (MDLF). The MDP3 is aligned with the Palestinian National Authority’s (PNA) long-term 

strategy to consolidate and strengthen the service delivery provided by the local government sector in 

order to enhance the financial sustainability of the Local Government Units (LGUs) as specified in the 

Ministry of Local Government’s (MoLG) Sector Strategy 2017-2022.  

The intervention has two main deliverables: 1) Prepare a diagnostic study for the Public Private 
Partnership (PPP) for municipal services in the context of the Palestinian Local Economic Development 
(LED), and 2) Prepare a detailed action plan for filling the gaps in the enabling environment for PPP.  
The Diagnostic Study unveiled the following weaknesses and gaps in the PPP enabling environment at 
the local government level: 
 

1.      Weaknesses and gaps in the PPP Policy Statement: 

The Palestinian public sector shows strong commitment to establish long-term and sustainable PPP 

programs. This was clearly stipulated in the PPP Policy paper of 2013, and in the National Policy Agenda 

2017-2022. Previous studies were conducted to diagnose the PPP at Palestinian local government and a 

PPP manual at the local government level was prepared. However, it seems that these developments 

did not make much deference in engaging the private sector to deliver municipal services regarding the 

PPP scope or scale. The Municipalities Survey of October 2018 indicated lack of consensus among 

stakeholders in supporting PPP approach. It shows that only 27.8% of municipalities assess MoLG 

support as strong, 55.6% as moderate, and 16.7% as weak.  Assessment of Municipal Council support to 

PPP was evaluated as strong by 55.6%, as moderate by 33.3%, and as weak by 11.1% of surveyed 

municipalities. As for municipal electorate acceptance of PPP, 44.4% of municipalities said that it is 

strong, 22.2% said that it is moderate, and 33.4% said that they do not know. Finally, the position of the 

public at large towards PPP performance, quality, and prices of services, was assessed by 58.8% as 

moderate, and by 5.9% of municipalities as strong.   

 

2. Weaknesses and Gaps in the Legal and regulatory Framework; 
Analysis of the Palestinian PPP legal framework revealed that the PNA lacks the appropriate PPP legal 
framework that allows for smooth and efficient implementation of PPP programs, neither at the central 
nor at the local government levels due to, inter alia, the following observations: 
- There is no legislation regulating all matters related to PPP in one single legislation system, nor does 

the Palestinian legal system have major laws that can support and complement the partnership 
process, such as the two laws of concession and competitiveness (anti-monopoly law).  

- The legal framework for government contracts is general and may not be appropriate in terms of basic 
rules allowing the administration to terminate the contract. 

- The Public Tender Law needs to be improved to allow awarding tenders based on criteria other than 
the lowest price and quality, overlooking essential factors such as experience, effective management 
skills, and utilization of modern technology.  

- The PNA has not adopted polices and guidance within the public sector to simplify and clarify the roles 
and institutional engagements in PPPs.  
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- The above mention conclusions were endorsed by the results of the Municipalities Survey, where only 
2.9% of the municipalities strongly agree, and 29.4% agree that the Palestinian legal and regulatory 
framework is appropriate for PPPs processes.  

 

3. Weaknesses and Gaps in the Institutional Setup;  

At General Level:  

The lack of a specialized dynamic institutional setup in the form of a “PPP Unit” is essential to 

overcome the lack of sufficient knowledge and skills in the public sector, which are required for 

properly carrying out PPP deals. The PPP Unit has become one of the pillars of international best 

practices in the realm of PPP. It proved to be instrumental in leveraging private sector capital and 

expertise in enhancing municipal services delivery. 

 

At LGUs level: 

- Some amendments in the rules and regulations which were implemented in the past years 

weakened the decentralization process. 

- Lack of clarity in the relationship between the MoLG and the LGUs, which creates conflicts of 

functions and powers, legal and financial problems, and problems in the management of service 

delivery, projects implementation, and supervision. 

- Lack of community participation and for not being transparent about the decisions that matter to 

the Palestinian citizens; 

- Some persistent internal bureaucracies and unnecessary approvals usually lead to a very slow 

decision-making process; 

- Budgeting for municipal projects: This is one of the most pressing gaps. There is a set of issues that 

must be improved including the budgeting process, level of decentralization, strengthening the 

fiscal and organizational capacity, and enhancing the transparency at all levels in municipalities; 

- Monitoring of performance: The ability of municipalities to monitor the performance of the private 

sector must be proven in order to demonstrate value for money and ensure that profits earned by 

the private sector are proportionate to the risk assumed. 

 

Gaps in the Private Sector’s Readiness for PPP 
- Suspensions on public sector contracting procedures; 
- Negative perception of the public sector’s implementation of contracts;  
- Weak project management, weak financial and reporting skills. 

 

4. Weaknesses and Gaps in the Skills and competencies of PPP Stakeholders;  

PPP partners skills and competencies are insufficient, which negatively affect all PPP processes. Less 
than half of the surveyed municipalities (16 out of 34) declared that few of their staff members attended 
some sessions in PPP training, while more than half declared that their staff never attended PPP 
training.  So, Municipalities and private sector companies informed that their staff members need a 
comprehensive PPP training along all PPP processes.  
Other PPP stakeholders lack sufficient Knowledge about PPP concept, types, procedures, and legal 
framework;  
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Chapter 1 

Public Private Partnership Conceptual Framework  

 
1.1    Assignment Background  
This report is one of the interventions of the third phase of the Municipal Development Program 
(MDP3), which is funded by multiple donors implemented by the Municipal Development and Lending 
Fund (MDLF). The MDP3 is aligned with the Palestinian National Authority’s (PNA) long-term strategy to 
consolidate and strengthen the services delivery provided by the local government sector and enhance 
the financial sustainability of the Local Government Units (LGUs), as specified in the Ministry of Local 
Government’s (MoLG) Sector Strategy 2017-2022. 
MDP3 is at the center of a series of interlocked interventions by the multiple donors in collaboration 
with the Central Government to strengthen the institutional development, accountability, and financial 
sustainability of local governance and service delivery in Palestine. The MDP3 perpetuates the past gains 
realized under MDP1 and MDP2 in consolidating and scaling up of municipal performance and 
accountability enhancement. Furthermore, MDP3 sets up new interventions aiming at reforming and 
enhancing the enabling environment for public private partnership, which allows for efficiently 
leveraging private sector investments and experience in the delivery of infrastructure and other 
municipal services. 

 

1.2    Assignment Rationale 
Municipalities in the West Bank and the Gaza Strip face two key challenges: (i) a crippling financial crisis 
that is preventing them from covering their operating costs or making necessary capital investments in 
new projects and (ii) redefining their role in light of the consolidation of key services (water, sewage, 
electricity, solid waste, roads, and public facilities) and increasing need for demand-driven service 
provision1. 
Therefore, municipalities are in a dilemma: they have to improve services, invest in new infrastructure 
projects, and increase revenues. This dilemma was mitigated by foreign aid since the 1990s, which 
however declined significantly after 2012. As a result, municipalities lack the capital or finance needed 
to achieve these objectives, so they have to find alternative financial resources. The private sector is an 
important resource in this regard. The relationship between the public sector and the private sector is 
seen as necessary to finance new projects using the PPP model of economic development and fiscal 
autonomy. 
In its National Development Plans (NDPs), the PNA recognized the need for significant improvements in 
the quality and affordability of infrastructure services in accordance with the LGUs’ functions and 
mandate as specified in the LGUs Law of 1997, and acknowledged that its fiscal situation would require 
private sector participation to provide the necessary investment and expertise to supplement its public 
infrastructure budget. This policy agenda is clearly stated in the Priorities Matrix of the NDP 2017-2021, 
which voices strong commitment to establish long-term and sustainable PPP programs. Although 
municipalities have been engaged in PPP for a long time, there is recognition that PPPs practices are 
only at the beginning of the process. This is because the majority of these partnerships are simple, small-
scale projects. The vast majority of PPP contracts are short term (less than 3 years), and most of them 
comprise of simple management contracts. Moreover, the legal, regulatory, and institutional framework 

                                                           
1 MDP3 Project Document. 

http://www.mopad.pna.ps/en/images/PDFs/Palestine%20State_final.pdf
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is not developed enough. So, addressing these gaps is decisive in creating the enabling environment for 
PPP in general and for municipal PPP in specific. This assignment is an initial step to achieve this goal. It 
entails updating the available diagnostic study on PPP to identify the gaps and weaknesses in the PPP 
environment and propose feasible and effective interventions to deal with them in a well-integrated 
action plan. 

 

1.3   Objectives 
The assignment has two main objectives: 
- Conduct a diagnostic study for the public private partnership for municipal services in the context of 

local economic development.  
- Prepare a detailed action plan for filling the gaps in the enabling environment for PPP, which 

includes political commitment, legal and institutional framework, and skills and competencies of 
municipal staff and their potential partners.  

 

1.4   Methodology 
 To meet these objectives of, the following steps were conducted: 

- Desk review of the existing relevant Palestinian policies, legislations, institutional setup, and 
documents related to PPPs in general, and at the municipal level in particular.  

- Diagnostic review to assess the enabling environment for PPPs for municipal services as follows: 
o Assess the enabling environment and make policy recommendations on further 

development of legal framework, policy framework and institutional framework at the local 
and national levels.   

o Review of numerus latest studies on PPP experiences in several countries; and World Bank, 
OECD, EU reports, Asian Pacific Development Band, and IDB.  

o Review of relevant official Palestinian documents, including the National Policy Agenda 
(NPA), Local Development Strategy (LED); assess whether the institutional, legal, and policy 
frameworks are sufficient, and what should be done if they are not? 

- Assessment of the current PPP practices at the municipal level though the following tools: 
o Preparation and filling two types of questionnaire. The first was filled by 34 municipalities, 

which assisted in assessing their PPP practices; and the second was filled by 13 private 
companies, which helped in assessing their appetite to PPP. 

o Conducting In depth structured interviews with 4 municipalities, which assisted in the 
assessment of 6 of their PPP projects. 

o Report writing, which will follow the following outlines: PPP Conceptual framework and 
international best practice; PPP Legal and regulatory environment; Policy and institutional 
framework; Municipal PPP practices, and skills and competencies availability. The report will 
capture weaknesses and gaps in PPP legal, policy and institutional setup, and PPP existing 
skills and competencies at municipalities and their private partners in particular and main 
stakeholders in general. 

o Conducting a workshop where the findings and conclusion of the Diagnostic Report were 
presented and discussed with stakeholders. Participants included MDLF, MoLG, Private 

sector representatives, banks, and municipality’s board and senior staff members. 
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1.5   PPP Definition 
There is no single universally accepted definition of the public private partnership (PPP, P3, 3P) concept. 
The most frequently used definitions are those of the Organisation of Economic Co-operation and 
Development (OECD), the World Bank (WB), and the European Union (EU).  
The OECD defines PPP as an “Arrangements whereby the private sector provides infrastructure assets 
and services that traditionally have been provided by government”2. Meanwhile, the WB defines PPP as 
“A long-term contract between a private party and a government entity, for providing a public asset or 
service, in which the private party bears significant risk and management responsibility, and 
remuneration is linked to performance”3.  At the same time, the EU defines PPP as “A contractual 
agreement between the public and the private sectors, whereby the private operator commits to 
provide public services that have traditionally been supplied or financed by public institutions”4. 
Following are also important examples of definitions of individual countries which have a credible track 
record in the advancement of PPP:  
The Canadian Council for PPP defines the PPP as “A cooperative venture between the public and private 
sectors, built on the expertise of each partner that best meets clearly defined public needs through the 
appropriate allocation of resources, risks and rewards”.  
The United Kingdom Treasury (1998) defined PPP as “An arrangement between two or more entities 
that enables them to do public service work cooperatively towards shared or compatible objectives and 
in which there is some degree of shared authority and responsibility, joint investment of resources, 
shared risk taking and mutual benefit”. 
In Singapore, the Ministry of Finance (2004) has defined PPP as “Long-term partnering relationships 
between the public and private sector to deliver services. It is a new approach that Government is 
adopting to increase private sector involvement in the delivery of public services”.  
The Department of Economic Affairs of the Indian Ministry of Finance (2005) defined a PPP project as “A 
project based on contract or concession agreement between a Government or statutory entity on the 
one side and a private sector company on the other side, for delivering an infrastructure service on 
payment of user charges”. 
Despite the differences among definitions, the PPP’s essential characteristics including keeping the 
responsibility for the provision of public goods in the public sector with financing coming from the 
private sector, including facilities where infrastructure-asset ownership reverts to the public sector at 
the end of the concession period”5.   
PPPs can be classified in two distinctive types of format: “The ‘user pays’ type occurs where the user of a 
facility pays directly for the use of that facility, (….) known as a concession or build–own–operate–
transfer (BOOT) project”. The second is the “unitary charge” type, where the private sector is 
reimbursed by the government6.  
The expansion of PPP in developing countries provided a way out of the lack of adequate financial 
resources for infrastructural development from donors and from the central and local government. 
Thus, the choice of promoting and leveraging private sector investment in infrastructure through PPP 
looks driven by necessity. Nevertheless, other important advantages of promoting PPP were also cited, 

                                                           
2 https://stats.oecd.org/glossary/detail.asp?ID=7315 
3 https://marketbusinessnews.com/financial-glossary/public-private-partnership-definition-meaning/ 
4 DG INTERNAL POLICIES OF THE UNION - Directorate A - ECONOMIC AND SCIENTIFIC POLICY PUBLIC - PRIVATE PARTNERSHIPS 

Models and Trends in the European Union (IP/A/IMCO/SC/2005-161) 
5 Taking Stock of PPP and PFI Around the World Edited by Graham M. Winch Manchester Business School Masamitsu Onishi 
Kyoto University Sandra Schmidt The University of Manchester https://study.sagepub.com/sites/ 
default/files/ACCA%20on%20PPPs%20around%20the%20world.pdf 
6 Ibid. p.  
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such as the expected improvements in technology, efficiency, and quality of services. In addition, the 
PPP approach expands the market for private investments and creates employment and economic 
growth.  

 

1.6   Types of PPP Modalities 
The modalities of PPPs vary between countries and to some extend between sectors.  For some 
countries, any project which engages the private sector in a range between privatization and traditional 
governments’ procurement contracts is called a PPP modality. The World Bank7 and some countries 
exclude some modalities that share some of the typical PPP characteristics — such as being long-term, 
output based, or performance-related. Examples include management, Affermage, design-build 
(turnkey) contracts, and financial lease contracts8.   However, these contracts transfer significantly less 
risk to the private party than PPPs because the government maintains a larger proportion of risk than in 
a typical PPP9. Some countries exclude specific sectors from the scope of PPP, particularly those which 
are subject to effective regulations such as ICT projects10.  
 

1.7   Drivers of PPP: Value for Money versus Additionality?11  
One of the findings from an assessment of PPP in 10 country cases is that the PPP major driver is the 
“gap between demands for infrastructure developments and governments’ ability to fund these 
developments”12.  This indicates that the desire for additionality to the public funding ability is the main 
driver for PPP. This proposition may be controversial, particularly in developed countries such as the UK, 
France, and Japan, where the governments officially claim that the value-for money benefit is behind 
the use of the PPP13. 
For the countries where the merit of additionality rather than value for money is regarded as most 
important, the value for money assessment is not stressed. Therefore, assessments of value for money 
conducted in developed countries are not applicable to the developing countries context14. This might 
explain why China, India, and Indonesia have not developed any guidelines for a value for money 
assessment15. Nevertheless, the value for money assessment is an important issue in national 
accountability for public decisions, which is associated with the national political system. 
In the EU, the PPPs goal is to obtain more “value for money” than traditional public procurement 
options would deliver. When correctly implemented, PPPs are said to produce reduced life-cycle costs; 
more efficient allocation of risk; faster implementation; improved service quality; and additional 
revenue.  
 

 

                                                           
7 https://ppp.worldbank.org/public-private-partnership/overview/what-are-public-private-partnerships 
8 https://pppknowledgelab.org/guide/sections/4-what-ppp-is-not-other-types-of-private-involvement 
9 https://pppknowledgelab.org/guide/sections/4-what-ppp-is-not-other-types-of-private-involvement 
10 https://ppp.worldbank.org/public-private-partnership/overview/what-are-public-private-partnerships 
11 The value of infrastructure investment has long been assessed through appraisal techniques that attempt to calculate the net 
present value of a ‘flow out’ of expenditures and a ‘flow in’ of income, and any project where the inflow is greater than the 
outflow can be described as value for money. 
12 Taking Stock of PPP, and PFI around the World, Ibid. p. 
13 Taking Stock of PPP, and PFI around the World, Ibid. p. 
14 Stock of PPP and PFI Around the World file, Ibid. p. 
15 Taking Stock of PPP and PFI Around the World file, Ibid. p. 
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1.8   Risk Management in PPP16 
The identification and management of PPPs risk is one of the essentials for success. Risks of PPPs usually 
vary by country, area, sector, time, and modality of a PPP project. General typology has been provided 
in Lewis, Mervyn K, who identified five main categories of risks, including:  
- Construction risk is directly related to the design and construction phase, i.e., the risk of poor 

project definition, costs overrun, and late delivery of the asset;  
- Financial risk is linked to the variability of interest or exchange rates and to all factors that can 

influence the cost of financing a project;  
- Performance/availability risk is related to the delivery/availability of the asset against contractual 

specification, i.e., the failure to meet quality standards or to ensure the continuity of service 
provision;  

- Demand risk is linked to the actual need for the service, i.e., the risk that the overall demand for the 
service/asset concerned turns out being lower than initially expected;  

- Residual value risk is related to the future market price of the asset; this type of risk is particularly 
relevant if property of the asset must be transferred back to the public entity at the end of the 
contract. 

PPPs proved to be an effective way to build infrastructure and provide municipal services, especially in 
developing countries. Rational risk allocation is important for attracting local and foreign financiers.  The 
private sector, most likely, bears the financing, design, construction, procurement, operation, and 
maintenance risks in PPP contracts.  On the other hand,  the public sector, most likely, bears the 
political, change in law, and foreign exchange risks, and both sectors share force majeure risks.  The 
structuring and contracts should take into account the country, sector, and the project’s characteristics. 
The government’s supports and commitment are important too17. 
 

1.9  Financial Structure 
The private party to most PPP contracts according to Lewis M. is a specific project company formed for 
that purpose — often called a “Special Purpose Vehicle” (SPV). This company raises finance through a 
mixture of equity — provided by the project company's shareholders — and debt provided by banks, or 
through bonds or other financial instruments if available. The financial modelling for the PPP project will 
tailor debt service and expected dividends according to the expected flow of funds, including revenue 
from user fees, and/or government payments, and construction and ongoing expenditures, namely 
maintenance and operations18.  
Bankability of PPP Projects19  
Bankability means that a project can attract not only equity finance from its shareholders, but also 
attract banks to extend the required amount of debt. Delmon (Delmon 2015) and Farquharson et al. 
(Farquharson et al. 2011) described the factors that banks will consider in deciding whether to lend to a 
project20: 
Banks or other lending bodies need to be sure that the project company can service the debt. This 
means that the operating cash flows should be high enough to cover the debt service plus an acceptable 
surplus. It also means that the risk of deviation to the cash flows must be anticipated to remain within 

                                                           
16 Lewis, Mervyn K. Evaluating the Risks of Public Private Partnerships for Infrastructure Projects 
Article in International Journal of Project Management · February 2002 DOI: 10.1016/S0263-7863(00)00040-5 
17https://www.ifc.org/wps/wcm/connect/e4675d004a1ad38b9f809f02f96b8a3d/Financier%2527s%2BPerspective%2B110801_
sinha.pdf?MOD=AJPERES 
18 Kowledge Lab – PPP Basics https://pppknowledgelab.org/guide/sections/17-finance 
19 Bankability: The ability of a project to raise finance is often called bankability.  
20 Delmon (Delmon 2015) and Farquharson et al. on PPP financing (Farquharson et al. 2011, 54–57) 

https://library.pppknowledgelab.org/d/4528/download
https://ppiaf.org/d/16/download
https://pppknowledgelab.org/
https://library.pppknowledgelab.org/d/4528/download
https://ppiaf.org/d/16/download
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the margin. So, if too much risk has been allocated to the private party, lenders will reduce the amount 
they are prepared to lend until the margin of cash flow over debt service is acceptable. When this 
happens, more equity will be needed. At the same time, the project company needs to be expected to 
generate enough returns to compensate its equity holders for their level of risk21. 
From the government's perspective, the key considerations for ensuring bankability are therefore the 
technical and financial viability of the project as well as appropriate risk allocation. Moreover, both 
lenders and shareholders have incentives to reduce their risks and maximize their return. This means 
that in structuring the PPP, the public sector undertakes a difficult balancing act — ensuring that the 
project is bankable, while resisting pressure for accepting more risk than necessary22. 

 

1.10     Conclusion 
Even though almost four decades have passed since the PPP approach has been put in practice, its 
concepts, definition, modalities, scope, and other aspects still vary from country to country.  The past 
experience has provided a wide variety of literature and information, which allows drawing useful 
lessons on all aspects of PPPs. The results of PPPs on the ground indicate that the PPP drive is moving 
forward in many countries and provide practitioners with the required best practices and knowhow to 
advance PPPs around the globe, while they still inform of many setbacks and challenges. The Special 
Report of PPP in the EU entitled “Widespread Short Comings and Limitation” informs that “Potential 
benefits of PPPs were often not achieved, as they suffered delays, cost increases and were under-used, 
and resulted in 1.5-billion-euro ineffective spending, out of which 0.4-billion-euro EU funds. This was 
also due to the lack of adequate analyses, strategic approaches towards the use of PPPs and institutional 
and legal frameworks”23.  These facts indicate that the PPP global learning period has not concluded yet.  
 
 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
21 Kowledge Lab, ibid. 
22 Kowledge Lab, Ibid. 
23 https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=45153 

https://pppknowledgelab.org/
https://pppknowledgelab.org/
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Chapter 2 

Literature Review: Lessons Learnt & Best Practices  
 

More than 140 countries have started PPP programs. Not all have been successful in terms of 
investments made and outcomes. Countries with strong public sector institutions have typically 
performed best. Global PPP experience in both developed and emerging markets over the past 40 years 
provides a magnificent wealth of firsthand knowledge on the subject, and a lot of relevant learnt 
lessons. This chapter includes a review of selection of publications, which tackled various aspects of PPP.   

 

2.1   OECD: Public Governance of PPP24 
Public governance is the main key for success in all stages of PPP. OECD prepared an official document 
on the “Principles for Public Governance of Public-Private Partnerships in May 201225. This document 
aims at helping governments get PPPs right, by providing best practices based on member country 
experiences. The following is a summary of the main principles for the preparation and implementing of 
PPPs: 
First: Establish a clear, predictable and legitimate institutional framework supported by competent 
and well-resourced authorities.  

- The political leadership should ensure public awareness of the relative costs, benefits and risks 
of both PPPs and conventional procurement. This requires active consultation and engagement 
with stakeholders as well as involving end-users in defining the project and subsequently in 
monitoring service quality. 

- Key institutional roles and responsibilities should be maintained. This requires that procuring 
authorities, Public-Private Partnerships Units, and sector regulators are entrusted with clear 
mandates and sufficient resources to ensure a prudent procurement process and clear lines of 
accountability.  

- Ensure that all significant regulation affecting the operation of PPPs is clear, transparent and 
enforced 

Second: Conduct the selection of Public-Private Partnerships on the basis of Value for Money.  
- All investment projects should be prioritized at senior political level. As there are many 

competing investment priorities, it is the responsibility of government to define and pursue 
strategic goals.  

- Carefully investigate which investment method is likely to yield most value for money. Key risk 
factors and characteristics of specific projects should be evaluated by conducting a procurement 
option pre-test26. 

- Transfer the risks to those that manage them best. Risk should be defined, identified and 
measured and carried by the party for whom it costs the least. 

- The procuring authorities should be prepared for the operational phase of the PPP.  
- Value for money should be maintained when renegotiating.  
- Government/municipality should ensure there is sufficient competition in the market.  

                                                           
24 OECD, Principles for Public Governance of Public-Private Partnerships, May 2012. http://www.oecd.org/governance/oecd-
principles-for-public-governance-of-public-private-partnerships.htm 
25 OECD, Principles for Public Governance of Public-Private Partnerships, May 2012. http://www.oecd.org/governance/oecd-
principles-for-public-governance-of-public-private-partnerships.htm 
26 Procurement option Pre-test is a comparison between the envisioned value for money  from PPP specific contract and value 
for money from traditional public procurement. 
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 Third: Use the budgetary process transparently to minimise fiscal risks and ensure the integrity of the 
procurement process  

- In line with the central/local authority’s fiscal situation, it should ensure that the project is 
affordable and the overall investment envelope is sustainable.  

- The project should be treated transparently in the budget process. 
- Central/Local authorities should guard against waste and corruption by ensuring the integrity of 

the procurement process. 
 

2.2   EU Green Paper on PPP27 
EU do not have harmonised legal framework for PPP for member countries. The Commission’s 2003 
Green Paper launched a wide-range debate aimed at exploring the most significant regulatory issues 
required for PPPs in Europe. The paper distinguishes between problems that may arise during the three 
main tendering phases: The design/building/financing phase; the operational phase; and renegotiation 
of contracts phases.  
The Green Paper stressed the importance of competitive dialogue process with stakeholders to 
overcome the lacking of predefined standards/options on how to deliver the highly complex public 
contracts. In a competitive dialogue process, bidders are invited to propose their own solution during a 
competition. This guarantees that the public party collects creative and innovative approaches, and 
preserves greater independence in choosing how to structure and award the final tender and how to 
define expected output characteristics. 
The discussions of Green Paper come up with the following preliminary conclusions28:  

- PPPs can be successfully applied only to those sectors where service quality can be clearly 
specified, measured and guaranteed.  

- Each PPP arrangement should be designed and adapted to the specific characteristics of the 
asset at stake, as well as to the peculiar abilities of all partners involved in the project. 

- In order to guarantee value for money, the relative strengths and weaknesses of each PPP 
scheme should be considered. Depending on the sector of application, some models are better 
suited than others in delivering targeted outputs and in ensuring accurate risk management. 

- Choosing the wrong model or inaccurately evaluating the risk management capacities of each 
party may have extremely costly consequences and a negative impact on public accounts. 

- Moreover, EU member states have different needs and priorities when it comes to delivering 
public infrastructure and services. In this respect, existing European legislation is relatively 
flexible and the absence of specific provisions guarantees that a wide variety of approaches can 
be adopted at national level. 

- Clarification on renegotiation issues and on the competitive dialogue procedure will 
undoubtedly facilitate the emergence of new models, trends and innovative solutions for setting 
up efficient PPPs. 

- Finally, it is worth pointing out that PPPs are not always the best option, even if the benefits of 
private involvement in public assets provision are self-evident in many cases.  
 
 

                                                           
27 Green Paper on Public-private Partnerships and Community Law on Public Contracts and Concessions 
http://www.uniroma2.it/didattica/linguaggiogiuridico/deposito/INGLESE_lezione11.pdf  
28 DG INTERNAL POLICIES OF THE UNION - Directorate A - ECONOMIC AND SCIENTIFIC POLICY PUBLIC - PRIVATE PARTNERSHIPS 
Models and Trends in the European Union (IP/A/IMCO/SC/2005-161) 2006 
http://www.eurosfaire.prd.fr/7pc/doc/1265964211_ppp_briefing_note_en.pdf 
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2.3   Trends in Operational PPP Projects29 
Service Works has led a recent global survey of operational public-private partnership (PPP) projects 
revealed that stakeholders have shifted their strategic priority from securing new contracts to ensuring 
that the existing PPPs are being operated efficiently. Respondents identified the factors that they felt to 
be key risks to the success of PPP projects during the operational phase are: 

- Differences in contract interpretation were noted by 58%, which represent the largest 
proportion of survey’s respondents; 

- Poor contract documentation, noted by 43% of respondents;  
- Difficulties in achieving the performance level set out in the contract noted by 43% of 

respondents.  
These figures, shared across regions and countries, appear to confirm the view that any ambiguity in the 
performance management framework could present the greatest risk to the success of PPP contracts.  It 
also highlights the importance of access to critical performance management information. 
Consistent with these findings, the survey showed strong support for improved communication for 
driving better performance (as stated by 68% of respondents), along with formalized continuous 
improvement mechanisms (22%), integrated performance management software (18%) and value 
testing (12%). 
The pressure to reduce costs in operational PPP projects was also evident.  The vast majority of 
respondents – and especially those in the developed markets of Canada and the UK – reported at least 
some degree of pressure to reduce prices on operational projects, with the quality of services most 
commonly cited target of price reductions, as stated by 68% of those who took the survey. 
Canadian practitioners were also the least likely to report contractual disputes, with just 26% of 
respondents having been involved in disputes compared with 42% in the UK and 62% in the US. Mark 
Romoff, President and CEO of CCPPP, comments: 
 “This research has clearly demonstrated the key drivers for success in PPP contracts, namely 
transparency between stakeholders, a mutual understanding of contractual expectations and the tools 
to enable accurate performance measurement. When these factors are in place, PPPs continue to 
provide a highly cost-effective means of delivering public infrastructure projects.”30 

 

2.4   World Bank Survey:  Factors of Failures and Successes of PPP Projects31 
The World Bank conducted an assessment of PPP experience in 7 developing and emerging countries32. 
The assessment came with 3 sets of findings: Reasons for failure, Lessons Learnt, and factors for success, 
which worth sharing them in this report:    
Reasons for Failure: 
The assessment disclosed that the most PPP failures can be attributed to inadequate or non-existent of 
sound feasibility studies. Other common reasons for failure are: 

- Poor legal framework and enforcement 
- Weak institutional capacity and PPP strategy 
- Unrealistic revenue and cost estimations 
- Lack of thorough financial and economic analysis 

                                                           
29 The research, conducted by Service Works, and leading industry publications Partnerships Bulletin and PPP Bulletin, in 
collaboration with the Canadian Council for Public Private Partnerships (CCPPP) and the National Council for Public Private 
Partnerships (NCPPP) highlights the views of over 200 industry professionals from across the globe. https://www.swg.com/new-
survey-reveals-trends-ppp-projects/ 
30 https://www.swg.com/new-survey-reveals-trends-ppp-projects/ 
31 Vickram Cuttaree, The World Bank, Europe & Central Asia Region, Warsaw – June 17, 2008 
32 The report covered Mexico, Chilli, Bolivia, Bulgaria, Poland, Portugal, and Thailand.   
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- Inappropriate sharing of risks 
- Lack of competitive procurement process 

 
Factors for Success: 
The assessment stressed the importance of adopting the international best practices in preparing, 
procuring and monitoring PPP projects. The following factors have to be given special attention: 

- Careful planning of PPP project 
- Solid revenue and cost estimate 
- User willingness to pay and communication plan 
- Extensive feasibility study with use of PPP experts 
- Compliance with contractual agreement 
- Appropriate Legal and Regulatory Framework 
- Strong Institutions with appropriate resources 
- Competitive and transparent procurement 
- Mitigation and flexibility in managing macro-risks 

 
Lessons Learnt: 

- A solid legal framework for PPP is needed to specify the “rules of the game” for the private 
sector and reduce the project risk, thus improving the success rate of PPP projects. 

- Institutional Arrangement should ensure coordination, technical support and that checks and 
balances are appropriately applied 

- Uncompetitive procurement gives a strong position to the negotiating private party and can lead 
to long delays and excessive cost to the government. 

- Strong emphasis should be put on forecasting revenues and costs as part of the feasibility study. 
- Overestimation of revenues can bankrupt the project company. 
- Widespread public opposition to a PPP project can prematurely end the partnership. 
- The absence of an assessment of willingness to pay can lead to public dissatisfaction, and even 

violent protests. 
- Financial profitability and sustainability are heavily dependent on Government’s respect of 

contractual agreements. 
- An external macroeconomic shock can create an unexpected situation for the government, 

whereby it cannot comply with its contractual duties in PPP. 
 

2.5 Approaches to Develop a PPP Enabling Legal and Institutional Environment  
The legal and regulatory framework is an essential component of the enabling environment for PPP. 
Ggovernments can either decide to conduct a comprehensive review to their PPP legal framework and 
carry out the needed reform, or enact a new PPP law to fill the legal gaps.  
The first option requires reviewing all existing laws and regulations that affect the PPP, and make the 
required amendments and additions to clear the way from any legal obstacles or inconsistencies 
pertaining the PPP. Such a process is a time and resources consuming. On the other hand, the second 
approach allows for a saving time and effort, and can be concluded in far less time than in the first 
approach. Furthermore, many countries adopted it for other reasons such as: 

- Giving priority to a process of developing, procuring and reviewing PPP projects that will take 
priority over sector laws; 

- Establishing a clear institutional framework for developing, procuring and implementing PPPs.  
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- PPP law can also be used to close gaps in the laws that need to allow for successful 
infrastructure PPP projects, such as enabling the grant of step-in rights to lenders and requiring 
open and fair procurement processes.  

These modifications may be embodied in sector-specific law, or in the case of procurement, a 
procurement or competition law or they can be included in a general concession or PPP law33 

 

2.6   The United Nations Commission on International Trade Law (UNCITRAL)34 
 
Legal Framework 
The UNCITRAL Legislative PPP Guide was adopted at its thirty-third session, held in New York from 12 
June to 7 July 2000, which was prepared to assist countries in reforming and/ or complementing their 
legal framework so they can smoothly use PPP approach in developing their infrastructure and other 
public services. Chapter 3 of this report provides analysis on the conformity of the Palestinian legal 
framework with the UNCITRAL guide recommendations. 
 
Institutional Framework 
 The UNCITRAL Guide recommended that the PPP law should identify the public authorities of the host 
country (including, as appropriate, national, provincial and local authorities) that are empowered to 
award concessions and enter into agreements for the implementation of PPP.  The Guide also 
recommended to establish the Institutional mechanisms coordinate the activities of the public 
authorities responsible for issuing approvals, licences, permits or authorizations required for the 
implementation of PPP projects in accordance with statutory or regulatory provisions on the 
construction and operation of infrastructure facilities of the type concerned. 
Many countries have followed these recommendations and established the institutional setup to 
support their PPP approach in the form of PPP unit. This new setup had come as a response to 
complexities and multiplicity of PPP requirements, which needs a strong and capable institutional 
support for planning and carrying out effective project preparation. This new body should be manned by 
credible and capable staff, and have strong connectivity with all stakeholders.  
There is no single design for PPP unit. Each country needs to tailor the design of the PPP unit according 
to the local context. Such unit(s) will be entitled to help in the following tasks: 

- Developing a pipeline of bankable projects through (pre)feasibility studies;  
- Facilitating the development of standard project templates or documents; and  
- Ensuring the PPP structures and processes (including procurement) are streamlined and 

consistently applied across municipalities.  
Municipalities must provide for sufficient budget resources to support project development activities in 
the form of a project development facility. The facility’s project development expenses can then be 
partially recovered from successful bidders.  

 
 
 

                                                           
33 https://ppp.worldbank.org/public-private-partnership/legislation-reg 
34

UNCITRAL adopted the Legislative PPP Guide at its thirty-third session, held in New York from 12 June to 7 July 2000. The 

Guide, which was prepared through a widely participatory approach that engaged representatives of member States of the 
Commission, representatives of many other states, some international organizations, intergovernmental and non-governmental 
organisations. United Nations Commission on International Trade Law, UNCITRAL Legislative Guide on Privately Financed 
Infrastructure Projects, New York, 2001, http://www.uncitral.org/pdf/english/texts/procurem/pfip/guide/pfip-e.pdf 
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2.7   Implementation of PPP- Best Practice 
This is a summary of the best practices for the successful implementation of municipal public-private 
partnerships in Palestine. These guidelines are specific for every phase of PPP; beginning with the pre-
feasibility studies concerning the selection, screening, structuring, tendering, operation, monitoring and 
evaluation of partnerships. Outlined below are the best practices for every stage of PPP implementation.  
Stage (1): Project Assessment 
The success of a PPP project is heavily dependent on the contract design between the public and private 
partners. A contract should be balanced so as to ensure that both parties are comfortable providing 
what they are capable of doing best. This can be accomplished by a comprehensive and thorough 
assessment at the beginning of the PPP process when PPP approaches are turned into practical PPP 
projects and transactions. Such an assessment should ideally be conducted by a local authority to 
determine whether a project is a good candidate for private financing and management, and whether it 
is affordable and able to offer value for money. The project assessment should be based on various 
criteria including commercial, investment and efficiency potential of the project, as well as its ability to 
meet the requirements of the private sector.35 

 In the feasibility stage that follows, the final design and project financing are determined, with a more 
detailed analysis of the factors considered in the pre-feasibility stage outlines above. This includes a 
comprehensive study of the technical, economic, financial, and legal feasibility of the project, as well as 
an accurate “demand analysis” to determine the present and future demand for services, which is 
necessary to justify the investment and predict whether success or failure potential of a project. This 
stage is essential for determining the most appropriate PPP structure.36 

 

Stage (2): Marketing  
The marketing phase of a project often overlaps with the project assessment phase, and it involves the 
“selling” of a project to potential private investors. To a large extent, the success of a PPP tender 
depends on the ability of a public entity, in this case, the municipality, to attract numerous of most 
qualified bidders through competitive and transparent bidding. Based on the initial stage of the 
feasibility assessment and financial structuring, there might be several different types of private 
investors needed. The local authorities should carefully seek and select investors who operate on the 
needed financial scale for the project, and who are competent in the relevant sector. For the marketing 
process, and especially in the case of a large project, local governments should seek the top firms or 
financial institutions to prepare and disseminate marketing documents for the largest audience of 
bidders.37  

 

Stage (3): Bidding 
Once a project proves to be viable during the assessment stage, it shall be prepared for bidding as 
described above. This is done through a well-structured and competitive bidding process in order to help 
potential investors justify providing finance and expertise for the project. Although it is possible to 
engage with different partners for different aspects of the project (e.g. one as a contractor for 
construction, and another for operations and maintenance) this is not usually optimal.38 For a local 
authority, it is ideal to engage with bidders who form consortia groups that incorporate all various 
necessary skills to accomplish the project, so that it can coordinate with one lead firm that will handle 

                                                           
35 PPP Guide for Municipalities. CDIA, 2010, pp. 22–27, PPP Guide for Municipalities, cdia.asia/wp-content/uploads/2014/09/PPP-
guide-for-municipalities.pdf. 
36 Ibid. CDIA (2010) 
37 EIB (European Investment Bank). "The guide to guidance: How to prepare, procure and deliver PPP projects." (2011). 
38  Ibid. CDIA (2010) 
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the project implementation and performance. Additionally, financial investors are more likely to provide 
funding to a consortium orchestrated by a strong lead firm. 
To ensure a successful bidding and selection process, local governments must have a carefully plotted 
design, and provide adequate and thorough information for potential bidders. A request for a proposal 
(RFP) should include instructions for bidders that specify the description of the project and the 
contractual arrangements under which the project shall be undertaken. Also, the RFP should include 
information about the bid security and validity period, goals, and the method and criteria of evaluation, 
as well as the investment, equity, and revenue sharing arrangements, supplemented with a summary of 
financial and market studies. The RFP should further include a draft contract or concession agreement, 
as well as the applicable economic parameters such as the discount, inflation, and foreign exchange 
rates, among others. The RFP could also include other project information such as financial models and 
spreadsheets, photographs, etc.39 
During the bidding process, it is extremely important to ensure transparency by allowing stakeholders to 
voice their concerns and giving public authorities the opportunity to establish transparency and 
accountability from the beginning. This may be accomplished by informing the public about the project 
and considering changes in the case of public objection. This will result in a more viable and attractive 
project for the private sector, with fewer objections to be dealt with throughout the life of the project.  
 
 Stage (4): Evaluating Bids 
For the evaluation of bids for a PPP, applicable legislation must be followed carefully, but should also be 
augmented with additional criteria such as a predetermined weight to be given to the technical proposal 
versus the financial proposal. The evaluation of the technical proposal should be conducted depending 
on preliminary technical data and forecasts. Bidders should be able to provide technical solutions that 
match project requirements. Hence, the local authority must carefully evaluate every technical proposal, 
including procedures for operating and maintaining the facility and infrastructure and for eventually 
returning assets back to the authority in good condition. For the technical proposal, a comprehensive 
description of the system and operations is necessary. However, the final detailed design is usually done 
after the contract is established, for there might be changes in the project during the implementation 
phase. 
On the other hand, the evaluation of the financial proposal should not just award the bidder offering the 
lowest tariff or highest price, but should rather also consider factors such as the duration of the 
contract, tariff structure, accuracy and realism of projections, and fair profit rate and sharing. The 
financial proposal should comprehensively elaborate on income sources, such as fare and price 
calculations and escalation should be provided in accordance with the agreed upon parameters.40 
 
Stage (5): Negotiating the Contract 
Unlike a traditional project, where the agreement or disagreement to a bidder’s proposal is based on 
quality, schedule, and price, contract negotiations for PPPs are somewhat different. Once a preferred 
bidder is selected, a local authority is still obliged to enter into a pre-established long-term partnership 
with them which must yield win-win situations.41  
The most important objective of negotiations is to establish a contract that protects the interests of the 
general public, while simultaneously allowing the private sector to profit. For this objective, it is 

                                                           
39 Ismail, Kharizam, Roshana Takim, and Abdul Hadi Nawawi. "The evaluation criteria of Value for Money (VFM) of Public-Private 
Partnership (PPP) bids." International Conference on Intelligent Building and Management. Vol. 5. 2011. 
40 Zitron, Jeff. "Public-private partnership projects: Towards a model of contractor bidding decision-making." Journal of 
Purchasing and Supply Management 12.2 (2006): 53-62. 
41 Ibid. Zitron (2006). 
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important that the local authority does not accept any risks that the private sector is able to bear such 
as construction and demand risks unless it is absolutely required by the project circumstances. If the 
public sector accepts to take on these risks, there is a likely reduction in the PPP’s value for money, 
which in turn weakens the justification for a PPP.  
Moreover, local authorities should secure the availability of financial resources, and be certain that the 
bidder has the capacity to carry through with the project despite any adverse financial or economic 
fluctuations. Also, authorities must ensure adequate operation and maintenance throughout the life of 
the project. So, it is important to clarify the performance and quality indicators and the penalties in the 
case of non-performance. Finally, the local authorities must ensure the successful return of assets after 
the contract is finished, which should be in operational condition.  
In general, it is advised that the technical and financial experts from each side meet during the initial 
stages to identify issues that may need resolution. Then, the key decision makers, with the assistance of 
experts, on both sides should be the main negotiators to avoid delays and problems in project 
implementation.42  

 
Stage (6): Monitoring and Evaluation 
There are two phases of contract monitoring; the first during the implementation period, and the 
second during the operational life of the asset or terms of concession. During implementation, the 
public authority should supervise the quality and performance of the works, as well as ensuring the 
quality of implementation. The supervision may be assigned to the technical services of the municipality 
if they have the capacity, or to an engineering consultant acting on behalf of the municipality.43 
However, monitoring during the operational stage normally requires the creation of a supervisory body 
or agency at the municipal level to monitor the quality of services, tariff levels, and the finances of the 
project. These require a lower level of supervision with respect to the number of controls, but they 
nonetheless require skilled accountants and auditors to certify the proper accounting and allocation of 
the revenues and payments. 
In addition, the contract should specify a number of quality indicators, which would be different for 
different projects. These indicators should be linked to a logical and transparent penalty system to 
guarantee the performance of the operator and should be approved by the supervisory body in charge 
of the control of the contract.  
If project risks have been allocated properly and in a transparent manner, it is unlikely that there will be 
a failure in the contract. However, local authorities should consider the fact that PPP contracts are long-
term obligations, and financial and economic circumstances may change significantly over time and may 
force a breach in the contract. Should this situation arise, it is advised that renegotiation of conditions 
occurs, until the causal conditions of the breach change, if they are proven to be exogenous. If, 
however, the failure is due to underperformance on behalf of the investor, the authority should 
intervene to “rescue” the project by reassuming the risks and responsibilities originally transferred to 
the private sector, and instituting appropriate penalties where possible. In such a case, a detailed 
evaluation of the real cost and required additional investment should be done to pay for the area of the 
project executed and not amortized, and to determine what penalties are due to the authority as a 
result of the breach of the contract. The local authority may either choose to become fully responsible 
for the infrastructure and tendering again for a new investor, or to keep the facility within their full 
responsibility.44  

                                                           
42 Ibid. CDIA (2010) 
43 Moszoro, Marian, and Magdalena Krzyzanowska. "Implementing public-private partnerships in municipalities." University of 
Navarra: IESE Business School (2011). 
44  Ibid. CDIA (2010) 
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2.8   Conclusion 
- The role of “political will” in moving forward with a PPP model needs to be recognized.  

Governments need to take a strategic approach to PPP, preferably in the form of an overall PPP 
policy statement and relevant sector policies.  

- A clear and strong political commitment on the part of senior public sector officials, including at 
local government level is needed to promote, advocate, and facilitate PPP projects and 
programs.  

- Governments have to take the lead in developing clear and conducive legal, regulatory, 
institutional, and financial frameworks supporting the development and implementation of 
PPPs. 

- Clear rules of municipality’s fiscal support, management of risk and municipalities’ contingent 
liabilities, and oversight are important.  

- In terms of procurement and tendering processes, there should be a strong preference for 
competitive bidding with multiple bidders. If unsolicited proposals are allowed, there need to be 
clear policies and procedures for ensuring they are in the best interest of the municipalities and 
subject to some form of market scrutiny through either a “Swiss challenge45” or some other 
similar mechanism. 

- Once PPP projects are awarded, contracts must be enforced and honoured.  
- Dispute resolution and arbitration mechanisms must also be addressed and honoured.  
- The municipalities must adequately support budget, and solicit qualified staff to implement PPP 

projects.  
- The efficient use of scarce public resources is a major challenge for municipalities. PPP allows 

the municipalities to allocate operational roles to more efficient private sector partner, but 
retain and enhance focus on core public sector responsibilities, such as policy making, 
regulation, supervision and monitoring. Most likely, this approach should result in a lower 
expense for the municipalities and better quality and cheaper service to the citizens.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                                                                                                                                                           
 
45 Swiss challenge is a form of public procurement that requires a municipality’s authority that has received an unsolicited bid 

for a public project to publish the bid and invite third parties to match or exceed it.  
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Chapter 3 

Legal and Regulatory Framework for PPP at the Local Government Level 
in Palestine 

 
3.1  Introduction 

The local government system in Palestine is based on administrative decentralization. The latter has a 
constitutional ground in Article 85 of the Amended Palestinian Basic Law of 2003 and in Local Authorities 
Act No. 1 of 1997 and its amendments. The local government system is inherent in the fact that the public 
services are considered as rights for citizens, which must be performed so as to ensure the achievement of 
its purpose. This means that people have to arrange their affairs by themselves within the local authority. 
Consequently, this achieves the purpose of creating local bodies represented in the distribution of 
responsibilities and powers between the Central Government and the local authorities. In 2016, the PNA 
adopted a law on Municipal and Lending Fund with the aim of financing and encouraging development 
projects. This Fund can play a crucial role in encouraging PPPs.   

 

3.2  Palestine’s Local Authorities’ Enabling Environment for PPP 
This chapter discusses whether the legal and regulatory framework provides an enabling environment for 
the PPP approach in Palestine. The chapter provides analysis of all Palestinian laws and regulations which 
affect PPP, directly or indirectly, to assess their appropriateness to PPPs at the local level in light of local, 
regional, and international best practices. The analysis benefits from the recommendations and guidelines 
established by the UNCITRAL46 Legislative Guide on privately financed infrastructure projects. This Guide is 
considered to be the most important legislative guide for states which want to adopt an adequate legal 
framework for PPP.  
 

3.3  Constitutional Framework  
The Amended Palestinian Basic Law of 2003 characterizes the economy of Palestine as a free market 
economy, protective of property rights and prohibitive of confiscation of private property without a court 
judgment and after fair compensation. The Basic Law also stipulates no new taxation or modification of 
taxes except upon the provisions of law.  
Article 94 of the Basic Law explicitly allows private sector participation in the exploitation of natural 
resources and the management of public facilities through concessions according to law. In other words, 
the Basic Law calls for the enactment of legislation to regulate concessions. So, the Basic Law lays the 
ground for an enabling environment for engaging the private sector in infrastructure projects, typically a 
responsibility of the public sector. 
 

3.4   PPP in Light of the Local Authorities Law No. 1 of 1997 
The Local Authorities Law No. 1 of 1997 gives local governments jurisdiction over a wide range of 
infrastructural services, including water and sewerage, electricity, solid waste and recycling, transportation, 

                                                           
46 Adopted by UNCITRAL on 29 June 2000, the purpose of the Guide is to assist in the establishment of a legal framework 
favorable to private investment in public infrastructure. The advice provided in the Guide aims at achieving a balance between 
the desire to facilitate and encourage private participation in infrastructure projects, on the one hand, and various public interest 
concerns of the host country, on the other. 
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sanitation and hygiene, surface transportation, and solid waste treatment. Although the Law promotes 
administrative decentralization (though practical experience proved otherwise) compared with neighboring 
Arab countries, it contains some shortcomings with regards to partnership:  

- The Law does not mention PPPs explicitly, but it includes strong elements which allow for the 
participation of the private sector in financing and managing infrastructure projects; 

- The Law reasonably allows for the possibility of PPPs when listing the rights and responsibilities 
of the municipal boards. Article 15 clearly stipulates that local councils can managed their 
projects or subcontract them to the private sector. However, the above-mentioned article limits 
the power to engage in partnerships as follows:  
o Managing the properties and funds and constructing buildings and leasing them for less than 

three years falls under the full power of local councils; 
o Commitments of projects of more than three years oblige local councils to seek the approval 

of the Minister of Local Governments (MoLG), including the decision of mortgage, lease, and 
grant concessions;  

o The Minister's consent on decisions of local authority obligations over three years requires a 
clear adopted policy and directions from the Ministry in the absence of a sound legal 
framework on PPPs in Palestine.  

To conclude, the Local Authorities Law No.1 of 1997 satisfactory lays the ground for the private sector to 
finance and manage infrastructural projects and to provide services. 
 

3.5   Direct Legal Framework for PPP 
The PPP direct legal framework refers to the set of laws, regulations, presidential legislative decrees, and 
central government decisions which may have been issued by the PNA with regards to the regulation of the 
PPP, particularly legislation pertaining to local government. The term also covers the laws, procedures, or 
regulations that complement the partnership process. 

 
3.5.1   Centralized, Independent Law Governing PPPs 
This refers to a Palestinian independent law that regulates partnerships between the public sector 
(whether local government units or the central government) and the private sector, as is the case in some 
countries such as Ireland, Egypt, Lebanon, Slovenia, and many others. 
 

3.5.2   Antitrust (Competition) and Non-Monopoly Law 
Such a law has yet to be enacted. When it exists, a central, independent law for PPPs (e.g., the PPP law in 
Slovenia) could regulate some of the principles of competition (antitrust). The essence of such a law lies in 
its ability to make partnership dependent on competitiveness. 
 

3.5.3   Public Procurement law 
In 2014, a new law was enacted and replaced the General Supplies Law of 1998, the Public Tenders and 
Public Works Law of 1999, and the Public Procurement of 2011.  The new Public Procurement Law by 
Decree No. 8 of 2014 regulates procurements in public works, general purchase, and services. It is a 
modern and fundamental law as it closely conforms with best practices. Article 5 of the Law stipulates its 
objectives as follows:  

- To purchase supplies, works, and services at the best prices, thereby contributing to the 
rationalization of expenses while maintaining quality assurance; 

- To encourage local industries and economic development in Palestine; 
- To build capacity and achieve sustainable development; 
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-  To promote the principle of fair competition and encourage participation in public procurement 
procedures by qualified suppliers, contractors, and consultants; 

- To create equal opportunities without discrimination and provide fair and equal treatment to all 
investors and advisors; 

- To ensure transparency and fairness in the procedures and conduct of public procurement 
operations. 

Similar to the previous laws, the new legislation guarantees fair competition and equality for all tenders, 
but still is not fully in agreement with the tenets of PPP. The criterion that the contract is awarded based on 
the lowest prices, together with a quality term, cannot be said to be attentive to partnership projects. 
According to best practices, the basic criteria for choosing a private partner include – among other factors – 
experience, capability, appropriate technology, and effective management skills.  
The major development would be the establishment of the High Council for Public Procurement Policies. 
The latter can adopt general guidance related to procurements for projects involving the private and public 
sectors. Another possibility is adopting a special regulation, in accordance with Article 34 of the Local 
Governments Law, which takes into account the procedures for awarding tenders in PPP projects. A new 
PPPs law can adopt general principles to govern tendering of public projects in the framework of 
partnership.  
 

3.5.4   Concession Law 
A concession law would regulate local authorities and allow local councils to engage in concession contracts 
for up to three years. It also allows local councils to enter in such contractual arrangements beyond three 
years on the condition of approval from the Minister of Local Government. However, there is no law that 
governs concession contracts in Palestine. A bill on concession was drafted in 2005, but it has yet to be 
approved.47 Although this draft law is in line with international standards, it is not entirely suitable for 
partnership for the following reasons:48 

- The draft law assumes that the principal (project owner) would collect fees from end users in 
return for the service it provides. It is noteworthy that one common method recognized by many 
systems around the world allows the private partner to receive annual fees from the state in return 
for managing an organization or providing specific services. The draft law falls short of accounting 
for this arrangement; 

- Concession contracts may take multiple forms, for which the draft law does not account. 
The solution for local councils is an enactment of a concession regulation in accordance with Article 34 of 
the Local Government Law, which expressly deals with concession contracts in PPP projects. Provisions of a 
central law can regulate all aspects of concessions as is the case with the Egyptian and Slovenian laws. 
 
The PNA enacted several laws regulating concession or special privileges across the beneficial economic 
sectors. These laws contribute to the development of partnerships with some sectors, namely: 

- Electricity and Energy Sector: The PNA promulgated Law No. 12 of 1995 on setting up the 
Palestinian Energy and National Resources Authority (PENRA). Article 3 thereof – regarding the 
responsibilities of the PENRA – stipulates that the PENRA shall provide electricity to consumers in 
areas with no access to the power grid under a concession or license agreement.49 In 2009, the 
PNA President issued the General Electricity Law by Decree, under which the Electricity Sector 

                                                           
47 See Anis Al-Qasem and Firas Milhem, A Critical Study of the Palestinian Concession Law, Ramallah, Palestine Policy Research 

Institute– MAS, 2005.  
48 For these reasons, the new Egyptian Partnership Law states in its first article that the Egyptian Concession Law shall not apply 
to partnership projects; rather, the partnership law which contains detailed articles in this regard shall apply in such cases. 
49 Palestinian Official Gazette, Issue 7, October 25, 1995, p. 10. 
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Regulatory Council was formed. In 2015, a law by decree was adopted to regulate renewable 
energy in which PENRA is the body responsible for licensing such projects. 

- Water Sector: Unlike the Palestinian Water Authority Law No. 2 of 1996,50 the Water Law    No. 3 
of 2014 did not explicitly refer to the granting of concession contracts. Rather, the Law  refers to 
granting licenses through a system established by the Water Authority.  
The Water Law of 2014 creates two bodies: the Palestinian Water Authority (PWA) and the Water 
Sector Regulatory Council (WSRC). The PWA can issue licenses to develop water resources, 
wastewater treatment, distribution, or desalination. The WSRC monitors water service providers; 
issues licenses to regional water utilities and operators; and levies license fees.  
Currently there are efforts to engage the private sector in developing projects in the water sector, 
especially in the field of wastewater treatment. Some of the difficulties faced in the realization of 
such partnership projects between local councils and the private sector include the absence of a 
law on PPPs, the absence of a clear vision and policy from the government on PPPs, and the 
institutional engagement with the public sector in terms of identifying the contractual authority as 
well as the responsibilities of each institution in the local or central government.  

- Industrial Sector: The Industrial Estates and Industrial Free Zones Law No. 10 of 1998 defined a 
concession contract as "The agreement signed between the developer and Palestinian Industrial 
Estate & Free Zones Authority (PIEFZA) for the purpose of establishing, or developing and managing 
an industrial estate and/or industrial free zone." 51 The Law stipulates that the Authority shall 
regulate the concession contracts and supervise the concessionary project to ensure provision of 
high-quality services and developer's commitment to the terms of the contract.52 

-  Telecommunications Sector: Both Law No. 3 of 199653 and Decision No. 1 of 1996 by the Minister 
of Post and Telecommunications54 set criteria for granting a concession and the concessionaire 
requirements as well as the content of the concession contract and its form, signing, and 
publication. The PNA issued a legislative decree in 2009 regarding the Palestinian 
Telecommunications Regulatory Authority. However, the Authority has yet to be set up. The law, 
nevertheless, is a step forward in the efforts toward regulating the telecommunications sector, 
particularly in terms of licensing, setting tariffs, and motivating competitiveness in such a high 
value-added sector.  

- Financial Leasing: In 2014, the PNA enacted a law on financial leasing to regulate transactions as a 
tool for financing fixed assets such machines, equipment, and land. According to the Law, the lessor 
and the lessee are free to determine the content of the contract. The importance of this Law is that 
it allows to use immovable assets as collateral. It also can benefit some types of PPPs contracts, 
particularly those including lease.  
 

3.5.5  Government Contracts 
As is the tradition in the legal systems which draw on the Latin Law, the government can exercise its 
powers and functions either by an administrative instrument or contract. The administrative contract 
should act in the interest of the public, with the parties enjoying the benefits and freedoms typical for 

                                                           
50  Article 4 thereof– regarding the responsibilities of the Water Authority– states that the Authority may issue permits, licenses 
and concessions for any type of water use or disposal of sewage. See Palestinian Official Gazette, Issue 11, February 11, 1996, 
p.36.  
51 The Industrial Estates and Industrial Free Zones Law defined a 'developer' as a "qualified party benefiting from a concession 
deed to develop and manage an industrial estate, under this law."  
52 See The Industrial Estates and Industrial Free Zones Law, Articles 22-27.  
53 Palestinian Official Gazette, Issue 12, April 23, 1996, p.7. 
54 Palestinian Official Gazette, Issue 14, August 27, 1996, p.6. 
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private contracts. Since general rules allow the government to terminate the contract on the basis of public 
interest, this may hinder PPPs.  
Some countries have attempted to avoid the traditional framework of administrative contracts by enacting 
private contract laws. According to the UNCITRAL Legislative Guide, "The domestic law on private contracts 
should provide adequate solutions to the needs of the contracting parties, including flexibility in devising 
the contracts needed for the construction and operation of the infrastructure facility." 55 The Guide 
contains provisions specifying adequate remedies in case of breach of contract. 
In Palestine, the private contract law is the “Majjlat-alahkam-aladlieh”, the Civil Code. This Law goes back 
to the Ottoman Empire. It regulates civil transactions and constructional obligations. In the absence of a 
special law on PPPs, this Law is very important as it allows such PPPs contract to be formed.   
 

3.5.6  Settlement of Disputes 
The Palestinian Legislative Council enacted the Arbitration Law No. 3 of 2000, which regulates both 
domestic and foreign arbitration. 
With regards to the Palestinian judiciary, it can be said that there is tangible progress in the performance of 
the courts. However, there are still some gaps: 

- There is only one level of litigation for administrative cases in Palestine: the High Court of Justice, 
with seats in Ramallah and Gaza. The absence of a second level of litigation harms the partnership 
legal environment; 

- It is important to have chambers of commerce –  specialized in commercial disputes – within the 
civil courts; 

- It is important to have chambers for labor disputes within civil courts; 
- It is important to revive municipal courts to resolve disputes between municipalities and service 

recipients. 
 

3.6   Other PPP-Related Regulations 
A partnership law should only be one element of an integrated system that creates an enabling legal 
environment, one which encourages the private sector to enter into contractual relationships with the 
public sector. A number of laws exist in Palestine. Below, we outline them and assess their ability to 
enhance PPPs.   
 

3.6. 1  Investment Promotion Law 
A strong investment law is very important for entrepreneurs, providing security against nationalization or 
confiscation, removing restrictions on transferring funds, and warding off risks of forced closure of 
businesses. Moreover, one of the objectives of PPPs is to attract foreign investments, expertise, skills, and 
technology (knowhow).  The UNCITRAL Legislative Guide advises countries that have investment laws to 
explicitly provide for protecting private investment in infrastructure projects. 
Though it has not expressly provided for protecting investment in infrastructure projects, the Palestinian 
Investment Promotion Law No. 1 of 1998 and its amendments 2 of 2011, 7 of 2014, and 20 of 2016 can still 
be applied to those projects. The amendments of 2014 allow the Palestinian Investment Promotion Agency 
to approve incentives to any project, especially those which employ more than 25 employees. The 

                                                           
55  United Nations: Public-private partnerships (PPPs): Proposed updates to the UNCITRAL Legislative Guide on Privately 

Financed Infrastructure Projects. https://uncitral.un.org/sites/uncitral.un.org/files/media-

documents/uncitral/en/acn9.982.add7_.pdf  

 

https://uncitral.un.org/sites/uncitral.un.org/files/media-documents/uncitral/en/acn9.982.add7_.pdf
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amendments also established one-stop-shop aims to facilitate and assist in getting the necessary licenses 
and approvals within 30 working days. In general, the Law provides good security against nationalization 
and confiscation; it does not impose restrictions on the transfer of funds; and it provides good incentives 
for large investment projects with seed capital exceeding USD 100,000.56  
It is worth mentioning that the Bylaw No. 4 of 2015 related to investment promotion excludes the 
monopoly concession contract from the scope of tax incentives provided by the Law. This does not include 
non-monopolistic concession contracts or licenses issued by the official regulatory authorities other than 
the Council of Ministers. The concept of the concession contract does not include the privileges granted for 
the establishment of industrial zones and cities.  
In 2017, the Council of Ministers adopted Decision No. 6 which introduced more incentives to encourage 
investments in renewable energy projects.  
The Palestinian Company Law accepts the registration of foreign enterprises after obtaining work permits, 
but also allows local and international joint ventures.   
 

3.6. 2 Property Law (Movable and Immovable Property) 
The UNCITRAL Guide provides that "It is desirable for the property laws of the host country to reflect 
acceptable international standards, contain adequate provisions on the ownership and use of land and 
buildings, as well as movable and intangible property, and ensure the private partner’s ability to purchase, 
sell, transfer and license the use of property, as appropriate." It further adds that "Constitutional provisions 
upholding property rights have been found to be important factors in attracting and fostering private 
investment in many countries." 57 
The Palestinian Basic Law protects private property and prohibits confiscation unless in accordance with a 
judicial ruling. It also forbids acquisition except in accordance with the due process of law. Due to historical 
and political factors, the procedures for land ownership in Palestine are complicated and inadequate. 
Around 70% of the West Bank land is not settled at the Land Registration Department; and land laws are 
multiple and outdated.58 This is one of the most pressing issues that have been brought to the table of 
public-private talks.59 Unfortunately, solving the problems of land management and settlement hinges on 
reaching a political solution to the Palestinian Cause. One should not forget that the Israeli occupation still 
controls more than 56% of the West Bank. Local authorities face difficulties in obtaining approvals from the 
occupation authorities for economic and service projects that require the use of land in Area C (for 
example, sanitation and road construction projects). The occupation authorities continue to control the 
urban planning of Palestinian towns and villages, which restricts work on medium- and large-scale 
infrastructure projects. 
 

3.6. 3 Intellectual Property Law 
According to the UNCITRAL Guide, private investors bringing new or advanced technology will need to be 
assured that their intellectual property rights will be protected and that they will be able to enforce those 
rights against infringements. The Palestinian law in the OPT regulates the protection of trademarks and 

                                                           
56 For more information, see Firas Milhem, Palestinian Investment Law: Towards SMEs, Palestine Economic Policy Research 
Institute– MAS, Ramallah, 2010. The study proposed several amendments to the Palestinian Investment Promotion Law, 
especially in relation to small and medium-size enterprises. 
57 United Nations: Public-private partnerships (PPPs): Proposed updates to the UNCITRAL Legislative Guide on Privately 
Financed Infrastructure Projects. https://uncitral.un.org/sites/uncitral.un.org/files/media-
documents/uncitral/en/acn9.982.add7_.pdf  
58 The Land Law in effect in the West Bank and Gaza Strip was introduced by the Ottoman Empire back in 1858. It was drafted 
within economic, social, and political conditions that are quite different from today’s. The legal framework of 1999 suggested a 
draft law on land, but it still needs further revisions. 
59 See the National Economic Dialogue Conference on PPP. http://www.nedp.ps/ar/papers.html 

https://uncitral.un.org/sites/uncitral.un.org/files/media-documents/uncitral/en/acn9.982.add7_.pdf
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patents. Law No. 33 of 1952 on Trademarks60 and the Patent Law No. 22 of 195361 are still applicable in the 
West Bank. In the Gaza Strip, Mandatory Palestine laws are still in effect, namely the Merchandise Marks 
Law No. 10 of 1929;62 the Trademark Registration Law No. 23 of 1935;63 the Trademarks Law No. 35 of 
1938;64 and the Patent Law No. 33 of 1924. The legal system for intellectual property is satisfactory; 
however, Palestine needs unified and modern laws that take into account international conventions and 
agreements, especially the Trade-Related Aspects of Intellectual Property Rights (TRIPS). 
 

3.6. 4 Companies Law 
Although the West Bank and the Gaza Strip operate two different and somewhat outdated legal systems 
that regulate companies, it is still possible for the public and private sectors to enter into partnerships 
under the existing legal system. The Companies Law states that a private partner is one that owns a 
company licensed properly by law. The companies’ laws regulate the types of commercial companies, how 
they are formed, how they operate, and methods of liquidation. In the Gaza Strip, two Mandatory Palestine 
laws are in force (the Corporate Laws of 1930 and 1929). In the West Bank, the Jordanian Companies Law 
No. 12 of 1964 is still the only regulatory framework for companies. The Ministry of National Economy is 
responsible for registering companies.  
Although the West Bank and the Gaza Strip operate different laws coming from different sources, the legal 
frameworks for registering companies are to a large extent similar. 
The Companies Registrar (at the Ministry of National Economy) sets a 49% capital ceiling for the 
contribution of foreigners who wish to establish public shareholding companies; the remainder controlling 
share of 51% is contributed by a domestic investor,65 a procedure that, however, has no legal basis. 
Paradoxically, the Companies Registrar distinguishes between foreign companies and foreign capital. While 
the Companies Registrar officially registers foreign public shareholding companies without requiring them 
to list their shares on the Palestinian capital market and without imposing on them a local share in capital, 
foreign capital is not allowed to establish public shareholding companies unless in partnership with local 
investors. Procedural complications – not stipulated by the law – are imposed by the Registrar, including 
the requirement for depositing the initial founding capital at the bank – which constitutes an additional 
burden, and the minimum capital requirement of JOD 30,000 for private companies. 
Though relatively old-fashioned, the companies’ laws in both the West Bank and the Gaza Strip do not 
hinder starting a business. They are still capable of regulating how companies are formed, how they 
operate, and how they are liquidated.  
 

3.6. 5 Mortgage Financing Law 
According to the UNCITRAL Guide, "Security arrangements in PPP projects may be complex and consist of a 
variety of forms of security, including fixed security over physical assets of the private partner (for example, 
mortgages or charges), pledges of shares of the private partner and assignment of intangible assets 
(receivables) of the project… In some legal systems, security interests can be created in virtually all kinds of 

                                                           
60 Published in the Jordanian Official Gazette, June 1, 1952, Issue 1110. p. 243. 
61 Published in the Official Gazette of Jordan, April 17, 1953, Issue 1131. p. 491. 
62 Published in the Palestinian Official Gazette, December 31, 1933, Issue 91. p. 1039. 
63 Published in the Palestinian Official Gazette, May 27, 1935, Issue 514. p. 175. 
64 Published in the Palestinian Official Gazette, November 24, 1938, Issue 483. p. 156. 
65 The domestic investor is defined as a person with permanent residency in Palestine. 
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assets, including intellectual property, whereas in other systems security interests can only be created in a 
limited category of assets, such as land and buildings."66 
The legal framework governing the security of immovable property is a legacy of the Ottoman and 
Jordanian eras. The law applied in the West Bank is the Jordanian Law of Immovable Properties to Secure 
Debt No. 46 of 1953. In the Gaza Strip, the Ottoman law on immovable property attached to secure debt 
(1913) and its 1920 and 1929 amendments by the British Mandate authority are in operation. There is a 
draft law on mortgage financing submitted to the Cabinet.  
The legal framework of loans security should therefore be revisited so as to allow for security forms other 
than immovable property, including intangible assets (intellectual property), for example. 
As a step forward, the PNA adopted a Law by Decree on Movable Assets Security Rights of 2016. The 
Law covered a vacuum since it allows using movable assets as collateral. The Law regulates transactions 
and contracts implemented in Palestine which include a condition for the establishment of a security 
right over movable property owned by the debtor or other guarantor or creditor. The Law covers the 
following transactions:  

- Selling of the transferred money with postponement of the transfer of ownership until the 
payment of the price; 

- Selling of the transferred money with the requirement to recover or re-buy it; 
- Enforcement against third parties and enforcement procedures on the following transactions: a. 

Mortgage foreclosure for movable (pawn); b. Sale of receivables (assets of a business 
represented by accounts that still have to be paid); c. Transferable lease contracts with a 
duration of six months or more; d. Financial leasing contracts with a duration of one year or 
more; e. The right of the owner of the goods placed on the sale; and f. Concessions on movable 
money.  

A regulation was issued by the Council of Ministers in 2016 which limited the application of the Law on 
movable property registered in Palestine.    
 

3.6. 6 Tax Laws 
The relevant legislation in force in Palestine is the Income Tax Law No. 8 of 2011 and its amendments of 
20014 and 2015. The amendment made changes to taxes on individuals and companies. Specifically, the tax 
levied on legal persons was set at only 15%, which is very low compared to other countries around the 
world.  
The existing tax law relevant to local councils is the Properties and Land Law of 1954. Properties taxes are 
collected by the Ministry of Finance on behalf of municipalities. 
 

3.6. 7  Environmental Protection Law 
The Environmental Protection Law No. 7 of 1999 guarantees transparency. In Article 47, it ordains 
specifying a list of projects that require prior authorization from the Ministry of Environment. This 
regulation provides for transparency and encourages private investors. 
 

3.6. 8 Consumer Protection Law 
According to the UNCITRAL Guide, "From the private partner’s perspective, it is important to consider 
whether the host country’s laws on consumer protection may limit or hinder its ability to enforce, for 
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instance, its right to obtain payment for the services provided, to adjust prices or to discontinue services to 
customers who breach essential terms of their contracts or violate essential conditions for the provision of 
the services." 67 The Consumer Protection Law No. 21 of 2005 does not impose such restrictions. This is 
important for private investors providing services to the population.    
 

3.7 Conclusion and Proposed developments to the Legal Framework for PPP at the Local 
Government Level 

It has become clear (See the Summary Table in Annex A) for that the PNA does not have an appropriate PPP 
legal framework, whether at the centralized or decentralized level. In other words, there is no legislation 
regulating all matters related to PPP in one single legislation system. Nor does the Palestinian legal system 
have major laws that can support and complement the partnership process, such as the two laws of 
concession and competitiveness (anti-monopoly law). In addition, the legal framework for government 
contracts is general and may not be appropriate in terms of basic rules allowing the administration to 
terminate the contract. Further, the Public Tender Law needs to be improved to allow awarding tenders 
based on criteria other than the lowest price and quality, overlooking essential factors such as experience, 
effective management skills, and utilization of modern technology. Moreover, the PNA has not adopted 
polices and guidance within the public sector to simplify and clarify the roles and institutional engagements 
in PPPs. While the establishment of the Municipal Development and Lending Fund is an excellent step in 
this direction, there is a need to improve mortgage regulations as well.  
In some countries, a single law regulates PPPs and incorporates all the above provisions. The question that 
remains is how the legal framework for partnerships between local government bodies and the private 
sector in Palestine can be enhanced, especially in the absence of a legislative Council and in light of the 
reluctance of the PNA to issue the needed decrees. Below is a summary of some possible interventions:   
 

3.7.1 short-term action plan 
This proposed path is designed to provide the minimum legal framework required to encourage the local 
councils and private sector to engage in major infrastructure projects and kick start PPPs in Palestine. This 
intervention, if adopted, does not require a lengthy legal process and is designed to have an immediate 
effect. 
Our proposal is for the Ministry of Local Government to perform the following two interventions 
simultaneously: 
 
First:  
Encourage the government to prepare, adopt and circulate general guidance on PPPs with the aim to 
identify the legal, contractual, and institutional framework of PPPs, with a special focus on local 
governments’ projects. This document would enable the private sector and the governmental entity to 
identify their roles and responsibilities prior to entering into a contractual agreement, thus reducing 
ambiguities in the future. The private sector and municipalities are challenged with institutional and legal 
difficulties in all the infrastructure sectors, but with this document identifying clearly the roles and 
responsibilities of each party, PPPs may finally start to be realized.   
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Second: 
In parallel to the first part of the short-term intervention, the MoLG and MDLF are advised to create a unit 
to oversee PPPs projects on a national scale. This unit, empowered by regulations to be issued by the 
Council of Ministers based on the 1997 Local Government Law, would have the mandate to encourage 
PPP’s as part of a national agenda and specific needs. It is advisable that any regulation should respect the 
financial and administrative independence of local councils as provided by the Law.   
The legal basis for such a regulation is Article 2 (a) of the Local Authorities Law, which grants the MoLG the 
right to set the general policy for the local government; oversee the functions, scope, activities, and terms 
of reference of these councils; and regulate matters related to public projects. 
The regulation will provide for the formation of a committee to oversee PPP projects, develop policies, and 
advise local government bodies on partnership matters. The committee will comprise of the Minister of 
Local Government (as a head), the Deputy Minister, a representative of the Municipal Fund, a 
representative of the Association of Palestinian Local Authorities, and two representatives of the private 
sector, acting in their legal capacity. The committee will be supported by economic and legal experts as 
required. The regulation will also account for the general principles underlying partnerships, including 
equal opportunities, non-discrimination, competitiveness, non-monopoly, and transparency. 
Proceed with enacting the necessary regulations that complement the PPP legal framework, namely: 
a. A concession regulation, which should take into account the recommendations of the UNCITRAL 
Legislative Guide regarding the private sector’s participation in public infrastructure projects; 
b. A regulation of public tenders and bids, which should include a chapter on partnership and new criteria 
for awarding projects to private companies, abandoning the lowest price criterion. 
 

3.7.2 In the long term  
On the long term, we propose an intervention that would guarantee the interests of the parties in a more 
complete matter. This proposal is more comprehensive, tackles more aspects of the relationship of the 
parties and can provide further clarities in the different roles and responsibilities of the parties. However, 
this intervention, by design requires a lengthy period of time to get in force.   
Historically, countries chose between two options when deciding on the adoption of the legislative 
framework of PPPs. They either choose to amend current legislation relating to partnerships, specifically 
the laws pertaining to concession, government contracts, public tenders, and antitrust, as well as 
identifying economic sectors and methods for resolving disputes in order to reach appropriate legislation 
for partnership, or enact a new consolidating law that regulates PPPs from A to Z. The second option would 
spare the lawmakers the trouble of a complex, costly, time-consuming process of amendments. That is why 
most countries have opted for the second option, i.e.  A new consolidated legal framework that would:  

- Be applied nationally or locally (by local councils); 
- Define a government body to oversee policy development and an executive body as well, thus 

institutionalizing partnerships; 
- Set the general principles regarding competitiveness, transparency, non-discrimination, and 

balanced risk sharing between the government agency and the private developer; 
- Approve the powers granted to the public sector with regards to entering into economic 

partnerships with the private sector; 
- Determine the nature, content, and consequences of the public-private contracts, especially 

concession agreements; 
- Determine the mechanisms and criteria for awarding tenders in a clear manner that ensures 

transparency and motivates competitiveness. 
 
 



31 

 

 
 
 

3.8  Conclusion 
 

In the Short Term:  
Propose to Palestinian Government to issue guidelines for PPPs with a focus on local government sector. 
Establish a PPP unit within the MoLG to oversee regulate and encourage PPPs. 
 
In the Medium to Long term: 
Enacting a special law is required to regulate PPPs, one similar to those enacted in many developed and 
developing countries. The provisions of the proposed law would be sensitive to all matters relating to PPPs. 
It is also necessary to institutionalize such partnerships through a central body formed and organized by 
law (Central PPP Unit). The existence of such a body would be crucial because a Palestinian local 
government unit cannot enter into major partnerships without partnering with other units. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



32 

 

 

Chapter 4 

PPP Policy and Institutional Framework in Palestine 
 
This chapter provides an overview of the current Palestinian official PPP policy and PPP institutional 
framework. It assesses the level of political commitment to the PPP approach, provides comprehensive 
mapping of the three components of the PPP institutional framework (regulatory, partners, and 
enablers), diagnozes their points of weaknesses and gaps, and proposes recommendations to deal with 
any outstanding issues.    
  

4.1   Political Economy Context 
Economic and social development in Palestine has been dictates by more than 51 years of Israeli colonial 
settler occupation. The peace process was launched in the Madrid Peace Conference in November 1991, 
and the bilateral negotiations resulted with the Oslo Interim Agreements of 1993-1995. On the basis of 
the Interim Agreement, the PNA was established in 1994 and assumed its responsibilities over the 
provision of public services to all Palestinian citizens in the OPT and partially to East Jerusalem (EJ) 
citizens. These services include education, health, infrastructure, internal security, and social welfare.  
Nonetheless, the Palestinians and their new-born PNA were given very limited resources to fulfil those 
responsibilities. They were denied access to most of their natural and economic resources, including 
60% of their land, which includes the most fertile Jordan Valley area, and 85% of their water aquifers. 
Furthermore, East Jerusalem, which used to generate 15% of the Palestinian GDP, and the Dead Sea 
with its precious mineral resources were totally excluded from the Palestinian economy.  
With regards to financial resources, the PNA was given less than 80% of customs and taxes paid by its 
electorates in the OPT (excluding the EJ electorate), so it has to depend on donor assistance to finance 
the badly needed development programs and the deficit in its budget since 2000. The Oslo 
arrangements were accepted by the Palestinians on the basis that the final status agreement will 
replace the interim one no later than September 1999. However, this has not happened to the present 
day, so Palestinians have become captive to the restrictive terms of the Interim Agreement and to the 
adverse Israeli colonial settler policies and measures since 2000.  
As a result, the Palestinian economy, which grew at an annual rate of 9% during the 1990s and enjoyed a 
balanced recurrent PNA budget, entered into a chronic stagnation since the beginning of the new 
millennium. In brief, the economy, which featured signs of sustainable fiscal and economic growth, was 
pushed to the path of survival.   
Notwithstanding the gloomy political and economic situation, few encouraging attributes related to the 
PPP approach should be observed:  
- The resilient and vibrant Palestinian private sector has been able to overcome the lack of political 

stability for the many decades of Israeli occupation. It was able to maintain its role as the driving 
force of economic growth and preserved its willingness to invest in the country. So, it most likely 
would look at PPP as an opportunity and would not hesitate to engage in it;  

- The PNA continued its effort in institution and capacity building, which enhanced the public sector’s 
efficiency and responsiveness towards citizens’ needs at the national and local government levels. 
So, it has a vested interest in leveraging the private sector’s financial resources and expertise to fulfil 
its mission; 
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- The ongoing modernization of the legal and regulatory framework, which benefits from the most 
recent updates and best practices in many advanced and developing countries, still requires more 
deliberate effort to create enabling environment for PPP contracts; 

- The commitment of the PNA to the PPP approach, which was clearly stated in National Policies No. 7 
and 8 of the National Policy Agenda (2017-2021), emphasised the importance of strengthening the 
PPP at the municipal level in improving service delivery to the municipal electorates68; 

- Many municipalities have had practical experience in various forms of PPP. Most of them used 
management contracts, but some implemented POT contracts as well. Their pilot experience was 
useful in building their PPP knowhow and capacities and in pinpointing the gaps and shortcomings in 
the PPP legal and institutional environment. Previous reports as well as this one has assessed those 
PPP projects and highlights lessons, which will help in filling the gaps in the enabling environment 
and increasing readiness for PPP engagements; 

- The financial sector in Palestine has a very high liquidity, which could be used to finance bankable 
PPPs.  This requires enhancing loan guarantees schemes and providing further stimulus to get banks 
on board as a strong enabler to PPP. 
 

4.2  Palestine’s PPP Policy 
National Policy Agenda 
The MoLG Policy Paper on PPP of 2011 represents the first policy statement which supported the 
adoption of the PPP approach at the municipal level for engaging the private sector in scaling up 
municipal service delivery to citizens. The Policy Paper provides clear and comprehensive coverage of, 
inter alia, objectives, scope, guiding principles, PPP policies, and prerequisites for implementation. 
Following are the most important issues: 

I. Main Principles 
The main principles of PPP are: 

- Enhancing the PPP understanding and its various types within the private sector and the 
municipalities; 

- Enhancing societal participation in determining the scope of a PPP; 
- Developing the legal framework for institutionalizing PPP at the municipal level; 
- Increasing decentralization in the local government governance with regards to PPP; 
- Enhancing the supervisory and regulatory role of the MoLG pertaining to PPP; 
- Ensuring the contribution of PPP to the local development initiative; 
- Harmonizing PPP projects with the national vision.     

II. Scope of PPP 
The scope of PPP includes two general types of partnerships: Cooperative Partnerships, which offer a 
unique addendum to the PPP concept69 that will be discussed later, and Contractual Partnerships. 
Contractual Partnerships include the following types of PPP: Service; Management; Lease; Long Term 
Leasing Contract; and Concessions of various kinds such as BOT and BOO.    

                                                           
68 National Policy Agenda 2017-2022, December 2016, p. 28-29. 
69 A utility cooperative is a type of cooperative that is tasked with the delivery of a public utility such as electricity, water, 
or telecommunications to its members. Profits are either reinvested in infrastructure or distributed to members in the form of 
"patronage" or "capital credits", which are dividends paid on a member's investment in the cooperative. 
Each customer is a member and owner of the business. This means that all members have equal individual authority, unlike 
investor-owned utilities where the extent of individual authority is governed by the number of shares held. Like cooperatives 
operating in other sectors, many utility cooperatives conduct their affairs according to a set of ideals based on the Rochdale 

Principles.www.wikipedia.com  

 

https://en.wikipedia.org/wiki/Cooperative
https://en.wikipedia.org/wiki/Public_utility
https://en.wikipedia.org/wiki/Electricity
https://en.wikipedia.org/wiki/Water
https://en.wikipedia.org/wiki/Telecommunications
https://en.wikipedia.org/wiki/Profit_(accounting)
https://en.wikipedia.org/wiki/Infrastructure
https://en.wikipedia.org/wiki/Dividend
https://en.wikipedia.org/wiki/Investment
https://en.wikipedia.org/wiki/Customer
https://en.wikipedia.org/wiki/Rochdale_Principles
https://en.wikipedia.org/wiki/Rochdale_Principles
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III. The Policy Paper  
First: PPP should be part of the local development strategy and consistent with the national objectives 
and would be implemented through the following: 
Assuring local social participation in the selection of the scope of PPP; 
Contributing to in job creation; 
Supporting local products; 
Increasing awareness about PPP 
Supporting PPPs which lead to social and cultural development; 
Preserving the environment; 
Second: Encouragement of the private sector to manage and operate the delivery of some municipal 
services, which reduces cost and increases efficiency. This policy could be implemented through the 
following: 

- Conducting a study on services delivered by the local authorities with focus on compulsory and 
elective services; 

- Transferring the management of current or newly introduced services to the private sector. This 
should protect workers’ rights, not increase prices, and improve quality. 

- Developing fees collection procedures and reducing budget deficit; 
- Correlating evaluation and the rating of local authorities with their engagement in PPP; 
- Remembering that Local authorities are not-for-profit organizations and any realized surplus 

should be invested in developing the authority; 
- Facilitating the required procedures for PPP. 

Third: Encouragement of the private sector’s engagement in operation and management of services 
which are considered by the local authority to be necessary service to its electorate. This policy can be 
attained by: 

- Conducting a study on needed unavailable services in each local government; 
- Conducting a feasibility study on unimplemented services; 
- Amending laws, when required, which hamper PPP; 
- Enhancing transparency in conducting PPP.  

Fourth: Establishment of the legal and regulatory specifications and procedures to prevent local 
government authorities from engaging in any profit-making activities that compete with the private 
sector. This can be attained by: 

- Emphasizing the non-for-profit character of the local government authority; 
- Local government authorities’ compliance with transparency, integrity, competition, equal 

opportunity, and accountability to their electorate, especially those which operate profit-making 
projects; 

- Safeguarding the private sector’s rights in investments and partnerships with local government 
authorities; 

Fifth: Setting up of the norms and conditions of income-generating investments from rent, real estate, 
and land. This policy can be attained by: 

- Encouraging service-oriented real estate and land investments; 
- Promulgating laws related to the above-mentioned activities to set the boarders of what is allowed 

and what is prohibited; 
- Supporting municipalities through legal advisers when dealing with the private sector; 
- Ensuring the societal feedback on PPP initiatives; 
- Developing mechanisms that allow the development of partnerships between the banking system 

and local bodies to allow access to concessional lending for investments in infrastructure and other 
feasible economic projects. 
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Notwithstanding the positive tone and attitude of the PPP policy paper, it did not neither printed 
properly nor disseminated to stakeholders or publicly.  It further requires restructuring and clarify its 
messages. The document do not mention if discussed and adopted by the Cabinet to show PNA 
commitment.  Thus, it is advisable to disseminate the document and expose it to stakeholders and 
public discussion.      

4.3  PPP Institutional Framework at the Local Government Level 
The Palestinian PPP institutional framework is composed of three groups of actors: 
Regulators: Which include the Ministry of Local Government (MoLG), the Ministry of Finance and 
Planning (MoFP), the Ministry of National Economy (MoNE), and the Palestinian Land Authority (PLA); 
Partners: Which include municipalities and other local government units (LGUs), private sector 
companies, cooperatives, and NGOs; 
Enablers: Which include the Municipal Lending and Development Fund, the Palestinian Industrial Estate 
and Free Zone Authority, banks, the Palestinian Capital Market Authority, and insurance companies.  
Following is an executive briefing on each of them: 
 

4.3.1 Regulatory Organizations     
I. MoLG  

The MoLG is responsible for developing policies, regulations, and strategic development plans for the 
local government sector. The responsibilities of the MoLG pertaining to PPP include: 

- Enabling LGUs to possess effective institutional capabilities; 
- Improving the efficiency of LGUs in performing strategic planning, oversight, and guidance in the 

local government sector; 
- Implementing practices which demonstrate transparency and community participation; 
- Emphasizing the importance of PPPs in contributing to higher levels of local development and 

achieving financial independence;  
- Monitoring contracts and all actions carried out by municipal councils. 

The MoLG has a number of strategic objectives, the most of important of which and the ones related to 
the PPP are increasing the level of decentralization of local governments and strengthening the 
Ministry’s capacity in the fields of local and regional planning. In addition, the MoLG aims to build its 
internal capacities to be able to guide, supervise, and monitor the performance of LGUs. 
In order to achieve sustainable local development, the MoLG is consistently focusing on integrating the 
public and sector-specific communities in the West Bank and encouraging all types of PPPs as well as 
establishing communication channels with all civil society organizations. 
The MoLG Development Strategy 2017-2021 tackles various issues including some obstacles to PPP. 
Some amendments in the rules and regulations which were implemented in the past years weakened 
the decentralization process and granted the MoLG more power, such as increasing the financial and 
administrative oversight over LGUs as well as controlling the hiring of new staff which requires the 
Minister’s approval. 
Moreover, there has been no tangible progress in clarifying the relationship between the MoLG and 
LGUs by identifying the administrative, legal, and financial mandate of each of them.  So, there is still a 
lack of clarity in the relationship between the central government, represented by the MoLG, and the 
LGUs. This creates conflicts of functions and powers, legal and financial problems, and problems in the 
management of service delivery, projects implementation, and supervision. 
On the other hand, the MoLG Development Strategy confirmed its determination to scale up the use of 
the PPP potentials in developing municipal services. The document informed that the PPP Policy Paper 
has been issued, approved, and disseminated to LGUs, and that a PPP Manual has also been developed 
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in cooperation with the World Bank for guiding municipalities and other stakeholders’ work along all 
stages of the PPP process. 
 

II.  Ministry of Finance and Planning (MoFP) / Public Budget Unit (PBU)70 
The PBU is a division in the MoFP. While the MoFP is responsible for the overall fiscal and economic 
policies, the PBU is the public entity responsible for approving the annual budget for ministries and 
other governmental entities. The relevance of the PBU to the PPP process is represented by its role in 
understanding the projects that will be undertaken by any governmental entity; challenging the cost 
estimates; and indicating if these projects should be included in the draft budget which will be 
submitted to the Legislative Council. The PBU plays an important role in interacting with the public 
sector entities and studying their budgets as well as any submitted plans for projects that could require 
participation by the private sector.  
 

III.  Ministry of National Economy (MoNE) 
The MoNE’s main responsibilities include the development of the legal and regulatory framework 
business environment; formulation of economic policies; preparation of economic development plans; 
and creation of an export development strategy which aims at increasing market access to new markets. 
It also carries a wide range of regular vital regulatory services to the private sector such, inter alia, 
company’s registration; patents and property rights; monitoring food safety and security; import 
licensing; certificates of origins; and regulation of commodities’ specification and quality standard. 
Furthermore, the MoNE facilitates support to technical assistance programs aimed at scaling up the 
private sector’s competitiveness and increasing SMEs’ access to finance from local and international 
resources, including grants, loan guarantees, and political risk insurance. The MoNE also leads the 
private-public dialogue and carries most of its policies and programs through consultations with the 
private sector membership organizations. 
With regards to the PPP concerns, the MoNE focuses on creating a highly supportive enabling 
environment for the private sector’s development and participation in public goods delivery. So, the 
MoNE can integrate the encouragement of PPP in the economic policy.  
It also has direct responsibility over the registration of PPP projects companies; patent registration; 
intellectual property protection; licenses and certificates issuance required by the private sector; and 
consumer protection which applies to public goods too. Finally, the MoNE plays an enabling role for PPP 
by facilitating access to funding and technical assistance, which targets the private sector’s 
development.  
 

IV.  Palestinian Land Authority (PLA)71 
The PLA was established by Presidential Decree 10 of 2002 as a legal entity with its own budget. The PLA 
is mandated to protect land property rights and carry the transfer of property rights too. When a new 
project is being considered, the ownership status of the land dedicated for the project development 
must be verified by the PLA, which determines the process to be followed and the approvals required to 
start the project. The PLA is also responsible for maintaining government-owned land, detecting land 
trespassing, nominating land plot for projects, leasing public land, and overseeing land acquisition, 
which are needed in cases of long-term PPPs.  

                                                           
70 Ernest & Young (2014), Diagnostic Report of Current PPP Practices at the Municipality Level in the West Bank. Islamic 
Development Bank. 
71 Ernest & Young – EY (2014), Diagnostic Report of Current PPP Practices at the Municipality Level in the West 
Bank. Islamic Development Bank. 
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4.3.2 PPP Partner Organizations 
 

I. Local Government Units (LGUs) 
LGUs include municipalities and village councils. The number of LGUs in Palestine is 417, of which 146 
are municipalities including all categories (A level 16; B level 36; C level 94) and 271 are village councils.  
They are mandated to provide a variety of public services to their electorates as specified in the Local 
Authorities Law of 1997.  
Article 15 of this Law named 27 activities to be conducted by LGUs, and many of these activities might 
be done better by leveraging private sector capital and expertise in the form of PPP, such as the supply 
of electricity, water, and sewage systems; health and environmental services; car parks and bus stations; 
management of solid waste collection and recycling; management of general markets; slaughterhouse 
operations; and management of public parks and leisure facilities. 
The list of LGUs functions is developing by time to include the provisions of social housing, cultural and 
art centers, and elderly and disabled persons care centers, which could provoke partnership with civil 
society organizations.  
Many of the 16 large municipalities (grade A) have some kind of experience in the short-term service 
and management of PPPs. A few of them engaged in long-term, more sophisticated PPP modalities for 
providing municipal services. In general, most municipalities are eager to use PPP as confirmed from the 
results of our survey, and they are open to unsolicited private sector projects, but they are still lacking 
the basic knowledge of how to so implement PPPs.72  
 
II. Private Sector Companies 
Despite the very long lack of political stability, high cost of doing business, manmade obstacles and 
embodiments to the movement and access of people and goods, and poor infrastructure, the 
Palestinian private sector maintained its leading role in the Palestinian economy. It employs more than 
60% of the labor force and contributes more than 65% of GDP. As for its establishments, the vast 
majority (95%) are micro and small enterprises which employ 10 or fewer employees and 4% are 
medium size, which employ 11-50 workers. Large size establishments, which employ more than 50 
workers, represent less than 1% of the total.  Nevertheless, the existing size structure does not create a 
capacity bottleneck, at least in the current situation in the country, due to the limited scope of municipal 
projects, which is restricted by the Interim Agreement with Israel.       
On the other hand, the Palestinian private sector proved its resilience as well as commitment and 
passion towards economic and social development. However, the public sector did not follow the right 
procedures towards PPP approach. The telecommunication concession was signed in September 1993 
without any announcement or bidding procedures73, and the same happened with the signing of the 
Gaza Generation concession 6 years later in 1999. Both concessions were not processed as competitive 
biddings, which created a negative impression among local and international companies.  
To generate real progress in PPP, the public sector, both at the national and local level, has to carry a 
well-prepared campaign to promote PPP and to assure that PPPs will be processed according to widely 
accepted international standards and best practices. This campaign should be accompanied by the 
distribution of a reader friendly brochure on the PPP concept, procedures, and benefits. Furthermore, 

                                                           
72 To undertake PPPs, LGUs should follow article 15 of the Local Authorities Law which governs public 
works and sub contracts, as well as the Public Tender Law which will be referred to when the national 
Government is party to a tendered contract. 
73 The telecommunication concession was granted to a USA-based company right after the Oslo Agreement in September 1993. 
The concession was then cancelled and given to Paltel, which is operating the sector to date.   
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the public sector shod keep the channels of dialogue open through a well-functioning Private Sector 
Coordination Council (PSCC)74 to address all issues concerning developing the business climate. 
 
III.  NGOs 
The Palestinian NGO sector includes charitable societies, associations, development organizations, 
unions, youth movements, microcredit organizations, and others. These organizations have been active 
in providing public goods and filling the gaps where the public sector falls short in providing basic 
services. In fact, NGOs have been notably active in the health care, rehabilitation services, education, 
water, and extensions to farmers and cooperatives. 
As the PPP experience in some countries discussed in Chapter 2 shows, NGOs have better experience in 
dealing with poor communities and in providing public services to the poor, while profit-driven 
companies are usually inclined towards avoiding such business. So, the private partners resort to 
engaging NGOs though partnership or as subcontractors. 
In a study released by the World Bank that dates back to 2006, 38% of the surveyed NGOs reported 
having a formal relationship with municipalities with the same percentage of surveyed NGOs 
considering their participation in the planning process as a key element of cooperation. 
 

4.3.3 PPP Enabler Organizations 
I. Municipal Development and Lending Fund (MDLF) 

The MDLF was established by the Council of Ministers Decree No. 32/36/09 dated 20 October 2005. Its 
vision is stated as an “Effective local government that enables LGUs to achieve better life for citizens”75. 
Its mission statement includes “A Palestinian semi-governmental institution that works to interpret local 
government policies approved by the Palestinian government into programs and projects that 
contribute to the empowerment of the LGUs through managing funds (grants and loans)”76. 
The objectives of the MDLF are: 

- To contribute to the development and building the capacity of LGUs; 
- To provide grants and loans to LGUs to finance their development projects and facilities; 
- To help LGUs to overcome financial, administrative, and technical difficulties encountered when 

providing services in their geographical jurisdiction. 
The MDLF achieves its objectives by promoting the flow of financial resources from the PNA and various 
donors to Palestinian LGUs and related bodies. The MDLF funding target group includes, beside the 
LGUs, joint services councils and municipally controlled institutions.  
The report on “Local Economic Development: MDP2 Lessons learnt and recommendation for MDP3”77 
discusses in details the proposed role of the MDLF in supporting LED and recommends that the MDLF 
focuses on the three LED pillars: Supporting the LED strategy and planning; Enhancing the catalytic and 
enabling role of municipalities; and Adopting an integrated approach towards municipal and LED 
investment projects. In addition, it recommends that this should be formalized in a MDLF LED 
engagement framework. The said framework identified 8 MDLF interventions which contribute to PPP, 
while the one on the preparation of guidelines for private sector intervention targets PPP in specific78.  

 

                                                           
74 Established in 1999 by the 4 major private sector organizations (PalTrade, the Palestinian Businessmen Association, the 
Palestinian Federation of Industries, and the Palestinian Champers of Commerce), which was joined by PITA, the Contractors 
Union, the Tourism Council, and others. 
75 (http://www.mdlf.org.ps/Details.aspx?LangID=en&PageID=115&mid=0 
76 Ibid. 
77 Nodalis, Conceil, MDLF, The Local Economic Development: MDP2 Lessons learnt and recommendation for MDP3, p. 49-55 
78 Municipal Development Program phase III project Document,  
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II. Palestinian Investment Promotion Agency (PIPA)79 
PIPA was established in 1998 as an independent agency pursuant to the promulgation of the Investment 
Promotion Law – “Law Number (1) for the Year 1998”. This Law provided investors with all possible 
incentives, progressions, and assurances to make their investment in Palestine a unique and fruitful one 
by creating an economic environment clear of bureaucracy and complications. PIPA reflects the PNAs’s 
vision and its policies to promote the private sector and to define an appropriate investment 
environment. 
 PIPA’s mission focuses on “Providing constantly improved customer service to foreign and domestic 
investors; through utilizing an effective One-Stop-Shop, special investment incentives and state of the 
art technology to attract investment”. PIPA facilitates cooperation between the private sector and the 
government, thereby creating and maintaining a more competitive investment environment. With 
regards to PPP, PIPA can play positive role in attracting private investment to municipal projects. The 
amendments of 2014 to the Investment Encouragement Law allow PIPA to approve incentives to any 
project, especially those which employ more than 25 employees. The amendments also established a 
One-Stop-Shop, which aims to facilitate and assist in getting the necessary licenses and approvals within 
30 working days. In general, the Law provides good security against nationalization and confiscation; it 
does not impose restrictions on the transfer of funds; and it provides good incentives for large 
investment projects with seed capital exceeding USD 100,000.80 In 2017, the Council of Ministers 
adopted Decision No. 6 in which more incentives were introduced to encourage investments in 
renewable energy projects, which are badly needed in many municipalities and are very attractive to 
private sector investments. 
 

III. Palestinian Financial Sector 
The financial sector services play a crucial role in nowadays economies and businesses. The Palestinian 
financial sector has witnessed a rapid growth and diversification since its emergence in 1994. It is 
composed of two sub-sectors. The first sub-sector is comprised of commercial and Islamic banks, 
specialized credit organizations, and money changers. This sub-sector is regulated by the Palestinian 
Monitory Authority (PMA_. The second sub-sector includes all other non-banking financial institutions, 
which are regulated by the PCMA. Following is a brief summary of the main organizations which have 
products and services relevant to PPP. 
Banking sub-sector: 12 commercial banks and 3 Islamic banks operating through 332 branches in all 
Palestinian localities except East Jerusalem. The Total assets of banks were USD 15.4 billion at the end of 
2017. Their net direct credit portfolio reached USD 7.9 billion, and the total capital amounted to USD 
1.75 billion. Half of banks’ assets are cash and placed in the regional and international banks. Banks 
provide short-term credit for 1-3 years, and some banks provide medium- and long-term credit if they 
get strong collaterals or risk sharing with credit guarantees facilities. 
The Palestine Exchange (PEX) can be used for financing PPP project companies if they are registered as 
public shareholding companies and can raise funding either by selling their shares or through corporate 
bond.  
Insurance companies: At the end of 2017, 9 insurance companies were operating in Palestine, and their   
insurance portfolio reached about USD 225.4 million. The insurance companies sub-sector provides 
investors in PPP with the opportunity to mitigate their risks.  

                                                           
79 www.pipa.ps 
80 For more information, see Firas Milhem, Palestinian Investment Law: Towards SMEs, Palestine Economic Policy Research 
Institute– MAS, Ramallah, 2010. The study proposed several amendments to the Palestinian Investment Promotion Law, 
especially in relation to small and medium-size enterprises. 
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Financial leasing: This sub-sector provides financial leasing which represents a potential source of 
funding for PPP projects. By the end of 2017, 14 financial leasing companies were operating, and their 
total value of investment contracts reached USD 85 million by the end of December 2017. 
 

IV. Palestinian Industrial Estate and Free Zone Authority (PIEFZA)81 
A PPP project might benefit from the incentives that will be possibly realized by operating within a free 
zone. A project has to be licensed to work inside an industrial free zone. Moreover, a project must be 
issued a certificate by PIEFZA to indicate that the project is entitled to commence work in an industrial 
free zone. 

PIEFZA was established under the Industrial Estates and Industrial Free Zones Law Number 10 of 1998. 
An industrial estate is defined as a geographical area designated to service a number of beneficiaries to 
carry out industrial activities and services. Industrial free zones are also geographical areas that allow 
beneficiaries to practice export related activities that might be eligible to special customs and tax 
provisions. 
The following presents the role of PIEFZA in attracting investments to Palestine: 

- Providing sufficient infrastructure and latest technological tools in industrial estates and free 
zones; 

- Promoting new and existing investment opportunities; 
- Providing governmental services in an efficient and quick manner; 
- Providing a legal umbrella to protect investors and their activities;  
- Providing a wide spectrum of incentives and exemption that might be applicable to investors. 

 
V.  International Financial Institutions (IFIs)82 

IFIs play an important role in the development of the Palestinian economy as they help businesses 
grow and create job opportunities. In addition, IFIs have a long experience in working in emerging 
economies and in helping economies overcome difficult political and cultural circumstances. 
IFIs’ goals in the West Bank and Gaza Strip include the following: 

- Focusing on urban development; 
- Enhancing private sector inclusion in development programs; 
- Preparing studies when needed to highlight market status, trends, and critical issues; 
- Assisting and providing advice to banks to create a more robust banking system;  
- Providing consultation to ministries and other public entities when needed. 

Examples of IFIs active in Palestine include the World Bank, the International Financial 
Corporation, the Islamic Development Bank, KFW, and Agence Française de Développement (the French 
Development Agency – AFD). 
 

4.4   Gaps in the Institutional Framework 
The previous PPP Diagnostic Report classified the institutional gaps to municipalities related gaps and 
private sector related gaps and provided a long list of shortages and gaps for both of the PPP partners. 
Following are also the institutional gaps at the general level, i.e., the lack of the so-called Centralized 
PPP Unit, which has become a major institutional innovation for boosting PPP by leveraging the private 
sector’s capital and expertise in public goods delivery.  
 
 

                                                           
81 EY (2014), Ibid., p. 
82 EY (2014), Ibid.,  p.  
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4.4.1 General Institutional Gaps: 
The creation of a specialized dynamic institutional setup in the form of a “PPP Unit” to overcome the 
lack of “skills in the public sector required for properly carrying out PPP deals”83 has become one of the 
pillars of international best practices in the realm of PPP.  
 
Objectives of the Central PPP UNIT  
The objectives of the CPPPUs depend on what assigned to them by the Central governments.  Some 
governments assign them advisory role but other government entitle them to lead the implementation 
of PPP processes. Whatever mandate it gets, CPPPUs have to take care of the following functions:  

- Provide expertise on legal and financing issues as well as expertise on infrastructure which can 
more effectively negotiate with private sector players in local and foreign infrastructure 
companies, banks, and law firms and ensure improved outcomes for the government and better 
value for money for projects; 

- To create standardized Requests for Proposals (RFPs) and deal flows that can help private sector 
players efficiently familiarize themselves with the PPP bidding process.  
Such a standardization can help reduce transaction costs and attract more local and foreign 
companies to bid, maximizing competition, innovation, and value for money. 

-  To potentially provide “institutional memory” with regards to best practices and lessons 
learned which can help state-private sector relations and practices improve over time84. 
 

Location of the Central PPP Unit 
Countries’ CPPPUs are located within the governmental institutional public sector differently. The 
location should provide a high level political backing as well as free and quick access to all governmental 
decision-making.   
 
Counterpart PPP Units (PPP Focal Points) 
For dynamic and efficient processing of PPPs, a PPP Unit should establish a network of focal points or 
counterparts in various regions (or sectors) in the country. At the local government level, focal points 
staff could be placed in the main LGUs in each government. The focal point will train municipal staff on 
various PPP processes, and advice LGUs in, inter alia, selection of PPP projects, types of contracts,  
preparation of prefeasibility study, marketing of PPP projects, preparation of PPP pipeline, contracting 
procedures, monitoring and evaluation, and others.   
 

4.4.2 Gaps and Weaknesses at LGUs 
The following are the gaps and weaknesses which were identified in the previous Diagnostic Report85:  

- Knowledge gap on PPP concept, types, and lack of PPP pipeline;   
- Lack of technical, financial, and legal expertise within the municipal staff: Many public sector 

stakeholders lack the expertise and hence are unable to initiate and promote PPP projects to the 
private sector investors. Strategic planning is also not usually performed as expected and in a 
timely manner; 

- Management performance and community participation: Municipalities are often criticized for 
the lack of community participation and for not being transparent about the decisions that 
matter to the Palestinian citizens; 

                                                           
83 PPIAF and World Bank. Forthcoming. PPP Units for Infrastructure: Lessons for Their Design and Use. Washington, DC:  
84 Farrugia et al. 2008 

85 EY (2014), Ibid., P. 
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- Internal bureaucracies: Internal conflicts and approvals required usually lead to a very slow 
decision-making process; 

- Budgeting for municipal projects: This is one of the most pressing gaps. There is a set of issues 
that must be improved including the budgeting process, level of decentralization, strengthening 
the fiscal and organizational capacity, and enhancing the transparency at all levels in 
municipalities; 

- Monitoring of performance: The ability of municipalities to monitor the performance of the 
private sector must be proven in order to demonstrate value for money and ensure that profits 
earned by the private sector are proportionate to the risk assumed. 
 

4.4.3 Gaps in the Private Sector’s Readiness for PPP 
- Knowledge gap about PPP concept, types, procedures, and legal framework;  
- Suspensions on public sector contracting procedures; 
- Negative perception of the public sector’s implementation of contracts;  
- Weak project management, weak financial and reporting skills. 

 

4.5   Conclusion 
- The political support and willingness to PPP approach is confirmed in PNA, MoLG, MDLF 

documents.  
- PPP public awareness, partners skills and competencies are insufficient, which negatively affect 

all PPP processes.  
- The institutional framework is also lacking the PPP Unit, which supposedly have to lead PPP 

processes and act as the driving force in promoting and assisting PPP partners to engage in 
various types of partnerships in delivering high quality infrastructure and sustainable public 
services. 

- The operating banks in Palestine maintains high liquidity, which potentially can provide 
financing to all bankable PPP projects.  
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Chapter 5 

Municipalities PPP Practices   

5.1   Local Government Units (LGUs) 
Under the Local Authority Law 1 of 1997, the local government units’ main roles were indicated under 
27 activities to be performed for the benefit of their electorates. These activities include but are not 
limited to roads construction and maintenance, supply of water, electricity, and sewerage, solid waste 
collection and disposal, and other services like regulation of general markets and provision of public 
health and environmental services within their territorial jurisdiction.  

 

5.2   Assessment of the Palestinian Municipalities’ PPP Practices  
In order to assess the readiness of municipalities for engaging in PPP projects, a focused questionnaire 
was designed and distributed by the MDLF to 40 of the most advanced municipalities in all Palestinian 
governorates in the West Bank and the Gaza Strip (WBGS). The Research Team responded to enquiries 
by phone to municipalities which required further explanations. A total of 35 municipalities filled in and 
sent back the questionnaire, so the responding rate was 87.5%. All questionnaires were well filled 
except the question on the type of contracts. Some municipalities were mixing between PPP and 
traditional procurement. The purpose of this exercise is to get first-hand information on the magnitude, 
specifics, and shortcomings of the enabling environment for municipal PPP. It further explores the 
stakeholders’ readiness and priority capacity building needs to efficiently engage in PPP. The 
questionnaire is composed of the following issues:  

- Number of projects, motives for engagements, types, values, and current state of contracts; 
- Role of municipal staff and difficulties they faced in the implementations of PPP contracts; 
- Assessment of the attitudes and capacities of all PPP stakeholders; 
- Enquiry about the pipeline of PPP candidate projects classified by sector and level of readiness; 
- Municipal staff previous PPP training and human resource capacity building needs along the PPP 

value chain classified by priority; 
- Overall assessment of the local government’s readiness for the PPP approach. 

 

5.3   Magnitude of Municipalities’ Engagement in PPP86 
Almost half of the responding municipalities (16 municipalities) reported that they had already 
implemented at least one project in partnership with the private sector. The number of implemented 
PPP projects amounted to about 60, with a total value of investment around USD 57.5 million. The 
average investment value was about USD 1.47 million per project. 
As for the duration of these projects, they ranged from less than one year to an open-ended time 
contract. A high proportion of the projects (56.5%) has a partnership contract for three years or less, 
21.4% of the contracts are between 4 to 10 years, 7.1% of contracts are of 11-15 years duration, and 
contracts with more than 15 years are 25% of the total.  
The reasonable explanation behind the high percentage of PPP projects with a timeframe of 3 years or 
less is due to the 3-year ceiling stated by the Local Authorities Law (LAL) for all kinds of municipal 

                                                           
86 As the PPP concept and its definition are still developing and because of the current Palestinian economic 
development circumstances, the survey did not follow the strict conditions for a partnership to be considered a 
PPP, such as the rate of risk sharing, long-term contracts, and being limited for providing public (municipal) 
services. So, the survey included short-term service and management contracts as part of the analysis. The analysis 
only excluded traditional procurement contracts and direct leasing from owner to end user.  
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agreements with other bodies. The LAL allows municipalities to engage in PPP concession contracts for a 
period of up to three years. For longer than a three-year duration, the municipality should obtain the 
approval of the Minister of Local Government. 
 

5.4   PPP Projects’ Initiation 
As for the method of projects initiation, the survey showed that the majority (68.5%) of the projects 
were listed in the municipality's development plan, while 20.4% were proposed by private sector 
companies, which indicates that municipalities are open to unsolicited project proposals. The number of 
projects which were listed in the National Development Plan is very small percentage (5.6% of the total). 

 

5.5   Municipal PPPs by Type of Contract  
The distribution of municipalities’ PPP projects according to the type of contract (Figure 5-1) shows that 
26 of the projects (43.3% of the total) are management contracts, 12 projects (20%) are Build-Operate-
Transfer (BOT) projects; 10 projects (16.7%) are service contracts; 6 projects (10%) are leasing contracts, 
and 10% (6 contracts) are undefined. 

Figure 5-1: Municipal PPPs by Type of Contract 

 
 
 
 
 

 
 

5.6   PPP Projects’ Current Status 
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As for the current status of PPPs, the survey results indicate that around 61% of PPPs are currently 
operating, 14.8% of the projects were canceled, 11% of the total are under construction, 3.7% have their 
contract duration ended, and 5.6% of projects are currently not working (Figure 5-2). 

Figure 5-2: PPP Projects Current Status 

 
 
 

5.7  Motivation Behind PPPs    
The main motives and objectives behind the implemented PPPs are as follows: 

- 28% of PPP projects were done for getting additional financial income to the municipalities; 
- 24% of PPPs aimed at transferring risks to the private sector;  
- 19.8% of PPPs were due to lack of experience in the municipality to operate and manage the 

project;  
- 17.7% of PPPs were initiated because the municipality did not have funding to implement the 

project;  
- 9.4% of PPPs aimed at getting new technology and better services quality;  

Figure 5-3: Motivation Behind PPPs 

 
*Other includes creating new urgent services and creating new jobs. 
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As seen in Figure (5-3), the generated income and diversification of risk-bearing parties are the main 
motivation behind entering into partnership projects. The lack of experience and funding comes after, 
and introducing new technologies and achieving technological improvements is an inferior motive. 

 

5.8   Role of Municipal Staff in the Implementation of PPPs 
With regards to the role of municipal staff in the implementation of tasks related to PPP projects along 
the value chain, municipalities disclosed the following: 
- The vast majority of the tasks (listed in Table 1 in the Annex) were carried out by municipal staff 

(except for conducting comprehensive economic feasibility studies); 
 There was significant involvement of municipal staff in the preparation of the PPP contracts, 
negotiating the terms of the PPPs, and supervision of construction and operation of the project; 

- Other Palestinian organizations contributed to the implementation of the majority (more than 
50%) of the following tasks: conducting comprehensive economic feasibility studies, designing work 
and operational maps, supervising the operations of the project, evaluating the results of the 
project, and achieving its objectives. 
The table shows weak participation of foreign entities in the implementation of tasks related to 
partnership projects between municipalities and the private sector. 

 

5.9   Level of Difficulties Faced Preparation and Implementation of PPPs 
The majority of municipalities (from 60% to 94%) face very minor to moderate difficulties in all PPP 
implementation tasks. However, a high percentage of municipalities have encountered strong to severe 
difficulties in the following tasks: 
-  Obtaining the required financing from banks (40%);  
-  Ensuring the company's compliance with the terms of the agreement (quantity, quality, and costs) 

(29.4%);  
-  Determining and selecting the proper type of PPP contract (26.7%);  
-  Assuring partner’s compliance with the agreed technical standards and specifications (25%);  
-  Selecting the appropriate project for partnership with the private sector (25%);   
-  Getting a sufficient number of bidders and obtaining required licenses from various parties (20%) 

(See Table 2 in the Appendix).  

 

5.10 Municipalities’ Assessment of PPP Stakeholders and Beneficiaries’ Support PPP 
- The municipalities’ assessment of partners and beneficiaries support to PPP projects indicates the 

following results (See Table 3 in the Appendix):  
- 27.8% of municipalities reported strong support from the MoLG, 55.6%of municipalities reported 

moderate support, and 16.7% reported weak support;  
- 55.6% of municipalities informed that their council’s acceptance of PPP was strong, 33.3% found it 

moderate, and 11.1% found it weak; 
- In 61.1% of municipalities staff provided strong support to the PPP mode, and 38.9% informed that 

it was moderate; 
- 38.9% of municipalities found the willingness of the private sector to participate in PPPs to be 

strong, 22.2% found it moderate, and 38.8% declared that it was weak; 
- 44.4% found residents’ acceptance of the PPP concept to be strong, 27.7% found it moderate, 

16.7% found it weak, and 11.1% did not know; 
- 22.2% assessed banks’ willingness to finance PPP projects as strong, 27.8% as moderate, 33.3% as 

weak, and 16.7% did not know; 
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- 5.9% of municipalities assessed public satisfaction with PPPs as strong, 58.8% as moderate, 23.5% 
as weak, and 11.8% did not know.  

 

5.11 Municipalities’ Assessment of Partners and Stakeholders’ Readiness for PPP  
Municipalities’ assessment of the institutional capacities of PPP partners provided the following results: 
(See table 5-1 below):  
- 35.3% of respondents assessed the private sector partners’ institutional capacities as strong, 58.8% 

as moderate, and 5.8% do not know;  
- 38.9% of respondents assessed the institutional capacities of municipalities as strong, 50% as 

moderate, and 11.1% as weak; 
- 47.1% assessed the competitiveness of tenders as strong, 47.1% as moderate, and 5.9% as weak; 
- 33.3% of respondents assessed the clarity of PPP agreements as strong, 55.6% as moderate, and 

11.1% as weak; 
- 61.1% assessed the cooperation between PPP pertness as strong, 27% as moderate, and 11.1% as 

weak.  
 

    Table no. 5-1: Municipalities’ overall Assessment of Partners and Stakeholders’ Readiness for PPP Projects 

Statement 
Do not 
know 

Weak Moderate Strong 

The level of institutional capacity of the private sector 
companies that participated in the partnership tender 

5.9% 0.0% 58.8% 35.3% 

The level of institutional capacity of the municipality to 
enter into a partnership agreement with the private 
sector 

0.0% 11.1% 50.0% 38.9% 

The competitiveness of the tender process of the PPP 
project  

0.0% 5.9% 47.1% 47.1% 

The extent and clarity of the partnership's tender in 
determining the roles, powers, and responsibilities of 
partners 

0.0% 11.1% 55.6% 33.3% 

The level of cooperation between the municipality and 
the companies participating in municipality projects 

0.0% 11.1% 27.8% 61.1% 

 

5.12 Municipalities’ Potential PPP Projects Pipeline  
About 91% of the surveyed municipalities disclosed that they have a total 111 projects which they wish 
to implement or complete as PPPs. In general, the list of projects (See Table 5), which are at varying 
degrees of readiness, promises to have broad prospects for partnership. 
The projects are concentrated in commercial markets (24.3% of the total); gardens and parks (18.9%); 
electricity (17.1%); rental buildings (16.2%); solid waste (10.8%); water treatment (7.2%); and land 
reclamation (5.4%).  
In terms of projects’ level of readiness, 18.9% of the projects have the project concept ready; 38.7% of 
the projects have the pre-feasibility study ready; 4.5% have the feasibility study ready; 11.7% have the 
project license ready; one project has the biding document ready; 6.3% of the projects are under 
construction; and 18.9% of the projects are ready and are waiting for the right partner.  
The data indicates that municipalities’ projects are most likely looking for management and leasing 
contracts, but also there is a high number of projects which are still at the prefeasibility phase and some 

of them could be suitable for a BOT PPP.  
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Table 1-2: Prospects for Partnerships with the Private Sector 

Level of Readiness Electricity 
Water and 
Purification 

Solid 
Waste 

Land 
Reclamation 

Commercial 
Markets 

Rental 
Buildings  

Gardens 
and Parks 

Total 

 Project concept is 
ready 

2 2 2 0 5 3 7 21 

Pre-feasibility study 
is ready 

6 3 7 1 14 5 7 43 

Comprehensive 
feasibility study is 
ready 

3 
0 

1 0 0 1 0 5 

Project licenses are 
ready 

3 1 1 1 2 
3 2 13 

Project tender is 
ready 1 0 0 0 0 0 0 1 

Project is in the 
construction phase 

1 1 0 1 2 0 2 7 

Project is waiting 
for the right 
partner 

3 1 1 3 4 6 3 21 

Total 19 8 12 6 27 18 21 111 

 

5.13 Municipalities’ Assessment of the PPP Legal, Regulatory, and Institutional    
Framework and Financial Staff’s Capacity for Engagement in PPP (See table 5-3 below)  

The analysis used Likert scale (Table 8) to measure municipalities’ assessment of the legal, regulatory, 
institutional, capacities framework and public support to PPP. The results are as follows:  

-  2.9% of the municipalities strongly agree, and 29.4% agree that the Palestinian legal and regulatory 
framework (local government laws, companies’ law, investment promotion law, etc.) is appropriate, so 
municipalities can easily and efficiently conduct partnership agreements with the private sector. On the 
other hand, 11.8% of respondents strongly disagree, and 32.4% disagree that it is appropriate, and 
23.5% of respondents are not sure; 

- 11.4% of the municipalities strongly agree, and 57.1% agree that the organizational and institutional 
structure of the municipalities in categories A and B is appropriate, (and allows them to manage, 
supervise, and follow up on the implementation of PPP contracts efficiently), but still 22.9% disagree 
with them, and 8.6% were not sure;  

- 11.4% of the municipalities strongly agree and 42.9% agree that the capacities and skills of their 
administrative, financial, and technical staff are appropriate and capable of entering into strategic 
partnerships with companies to provide some municipal services effectively. However, 20% of 
respondents disagree, and 25.7% were not sure about it. 

- 2.9% of the municipalities strongly agree, and 45.7% agree that the institutional structure of the 
companies is suitable and enables them to enter into partnership agreements with the private 
companies, in order to successfully implement and run municipal projects and achieve financial 
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sustainability. Nevertheless, 11.4% disagree, and 40% of the surveyed municipalities were not sure 
about that; 

- Finally, 5.7% of the municipalities strongly agree, and 48.6% agree that their residents support the 
implementation, management, and provision of municipal services by the private sector, but 2.9% of 
respondents strongly disagree, 14.3% disagree, and 28.6% were not sure about this. 

 
Table 5-3: Municipalities’ Assessment of the PPP Legal, Regulatory, and Institutional Framework and the 
Administrative, Technical, and Financial Staff’s Capacity for Engagement in PPP (Likert Scale)     

Statement 

Strongly 
disagree 

(%) 

Disagree 
(%) 

Not sure 
(%) 

Agree (%) Strongly 
agree 

(%) 

The Palestinian legal and regulatory framework 
(local government laws, companies, investment 
promotion, etc.) is appropriate, and municipalities 
can enter into partnership agreements with the 
private sector easily and effectively 

11.76% 32.35% 23.53% 29.41% 2.94% 

The organizational and institutional structure of the 
municipalities of categories A and B are appropriate 
and allows them to manage, supervise, and follow 
up on the implementation of partnership contracts 
with the private sector effectively 

0.00% 22.86% 8.57% 57.14% 11.43% 

The capacity and skills of the administrative, 
financial, and technical staff of municipalities is 
appropriate and enables them to engage in strategic 
partnerships with companies to provide some 
municipal services effectively 

0.00% 20.00% 25.71% 42.86% 11.43% 

The institutional structure of companies is 
appropriate and enables them to enter into PPP 
agreements with municipalities to successfully 
implement and operate municipal projects and 
achieve financial sustainability 

0.00% 11.43% 40.00% 45.71% 2.86% 

Residents support PPPs in the management and 
provisions of municipal services 

2.86% 14.29% 28.57% 48.57% 5.71% 

 

5.14 Private  Firms’ Interest in PPP 
This section is based on the results of a short survey among 13 private sector companies (7 from the 
West Bank and 6 from the Gaza Strip), which have strong experience in engineering and in municipal 
projects. The objectives of this exercise are to check on companies’ interest in engaging in PPP with the 
municipalities, their sectoral focus, and their preferable modalities. 
The results of the questionnaire showed that most companies have strong interest in partnering with 
the municipalities. In regards to sectoral preferences and favorable modalities of PPPs, companies 
suggested around 73 projects as illustrated in Figure 9. As demonstrated in this figure, around 19% of 
the suggested projects (14 projects) are housing and construction projects, which may not directly relate 
to fulfilling municipalities’ main tasks as mentioned in the Local Authorities Law. However, conducting 
these projects will result in a big enhancement in the infrastructure nearby these new projects, like 
paving new roads, extending electricity, water, and sanitation networks. This will benefit the residents 
who will purchase the new houses as well as the residents in the neighborhoods with the new projects.  
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Solid waste recycling come out second with 11 suggested projects. The importance of this type of 
projects is based on their positive environmental impact. Electricity and land reclamation come out third 
(10 projects for each), while building rental offices comes out fourth (4 projects).  
 

Figure 5-4: Private Sector Potential Unsolicited Projects  

 
Comparing the areas of projects proposed by the private sector with those proposed by the 
municipalities, the field of much-desired partnerships by the private sector (housing projects) does not 
receive much attention from municipalities. This is because housing provision is not part of the 
municipal services, especially because there is no social housing in Palestine. By contrast, analysis finds 
that there is an intersection of interest in the electricity projects, which requires a mechanism to bring 
the private sector and municipalities together to implement projects of interest and to achieve the 
desired benefits for both parties. 
As for the legal forms of the prospective partnership, around 35% of respondents are interested in BOT, 
while 29% are interested in services contracts, and both leasing contracts and management contracts 
contribute 18% (for each) of the prospective projects (See Figure 2). Most of the proposed BOT projects 
are concentrated in commercial market and housing projects, while most of the service contract 
partnerships are concentrated in housing, solid waste recycling, and water treatment projects.  

 
Figure 5-5: Potential Private Sector Projects by type of Contracts 
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5.15 Conclusion 
- The municipalities’ survey indicates that 16 of them (less than half of the surveyed municipalities) 

have had engaged the private sector in 60 PPP projects.  
- Main characteristics of these projects are small, short term (less than 3 years), management 

contracts, and many of them are typical commercial projects.  
- Most municipalities believe that the legal framework for PPP is inappropriate.  
- Many of them agree that the organizational and institutional structure of the municipalities is 

appropriate and can engage in PPPs.  
- More than one third of municipalities believe that private sector is willing to join municipal PPPs, 

but they feel that banks have weak interest in financing PPP projects.  
- The majority of Municipalities assess that political support is still moderate; 
- The municipal councils and their staff are strong supporters to the PPP approach; 
- In regards to electorate’s acceptance and support, municipalities believe that it is moderate. 
- Acceptance of the PPP approach is strong to moderate;  
- Public Satisfaction level is moderate with regards to performance, quality, prices services. 
- Municipalities have long list of projects that fit as PPP at different level of readiness; They are 

concentrated in commercial markets (24.3% of the total); gardens and parks (18.9%); electricity 
(17.1%); rental buildings (16.2%); solid waste (10.8%); water treatment (7.2%); and land 
reclamation (5.4%). 

- Private sector respondent expressed their interest in partnering with the municipalities, and have a 
long list of projects that many of them fits the PPP models.  
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Chapter 6 

PPP Case Studies 

6.1  Wastewater Treatment Project – Ramallah Municipality 

6.1.1 Project Description 
The legal form of the project is a management contract. The Ramallah Municipality has signed an 
agreement with a private company (General Intelligence Services – GIS) to build a project, where the 
construction costs were funded by the Municipality, while the private company had built the project and 
started its operation in early 2014. The company has been responsible for the operations of the project 
since its initiation, where the contract is renewed annually. 
As much as 53% of the wastewater in Ramallah is transferred to this station. The total cost of project 
construction was around USD 4.3 million paid by the Ramallah Municipality.  
 

6.1.2 Project Main Beneficiaries:  
- Ramallah Municipality: providing wastewater treatment services to citizens and transferring the 

project risks and daily operations supervision to the private partner; 
- GIS: receiving fixed annual income from the Municipality for running the operations of the 

project; 
- Citizens: receiving efficient sewerage services by avoiding wastewater overflow in their facilities 

(home, firms, factories, etc.); 
- The project has a positive environmental effect as a result of the proper treatment of 

wastewater in an environmentally friendly way. 
 

6.1.3 Project’s Main Objectives and Level of Achievement 
The main goal of the project is to encourage the private sector to engage in a partnership with 
municipalities in solid waste and water treatment projects. In addition, it aims at treating wastewater 
and ensuring that treated water conforms with the specifications set by the Palestinian Water Authority 
as well as reducing pollution. 
These goals have been well achieved, as the percentage of overflowing wastewater has been reduced 
drastically, accompanied by a drop in the proportion of citizens' complaints of the overflow. 
 

6.1.4 Project’s Financial Return Evaluation 
The Municipality pays NIS 2 million NIS annually to the private partner as a commission for managing the 
project, while the private partner is responsible for all operational and maintenance costs during the 
project lifetime.  
According to analysis done by the Ramallah Municipality, allocating the management of this project to a 
private partner is less costly for the municipality than if it takes over its operations. This is mainly due to 
the rehabilitation and maintenance process which incurs a heavy cost for the Municipality to bear.  
There is a neglected financial return that would come from selling the purified water to be used for 
different activities such as irrigation of cultivated areas and other agricultural usage. However, currently, 
this water is thrown away without any benefits.  
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6.1.5 Project’s Risks 
- Maintenance and rehabilitation risk: The private partner is responsible for all maintenance 

duties. Some treatment machines and machine parts require large costs to repair or replace. 
These costs are borne by the private partner. On the other hand, the costs of some parts of 
these machines (like the purification membrane) are borne by the Municipality; 

- Construction risks: The private partner was responsible for all construction designs and 
operations, while the Municipality paid the investment cost;  

- Financial risk: The private partner is responsible for all project’s cost such as employees’ wages, 
infrastructure rehabilitation costs, etc. Any default to pay these costs will be borne by the 
private partner;  

- Lack of experienced skilled labor: This creates a problem to the private partner in running the 
operations. The company spent a lot of time and resources in trainings, and the many 
employees have left their jobs before the company has achieved the intended benefits from the 
training.  
 

6.1.6 Monitoring and Supervision Process  
There is an agreement with a third party (Birzeit University) to test samples from the processed water to 
check the degree of compatibility with the standards set by the Palestinian Water Authority on regular 
basis. The goal is to ensure the commitment of the private partner to these standards.  

 

6.1.7 Lesson Learned from the Partnership 
A PPP brings many benefits for both municipalities and private companies. The most important factor is 
the efficient provision of municipal services to citizens and building the notion of developing the private 
sector’s capacities in similar environmentally friendly projects. Furthermore, in this type of projects that 
require highly skilled technician employees, it is more efficient for the private sector to attract and train 
these employees for the required skills. This consequently helps in achieving the best possible 
outcomes. Finally, the treated water could be exploited for many purposes like irrigation instead of 
being disposed. 
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6.2   Central Bus Station – Bethlehem Municipality 

 
6.2.1 Project Description 
This is a Build-Operate-Transfer type project in partnership with PRICO, which built the Station between 
1999 and 2000. The initial contract duration was 15 years and was renewed for additional two years. 
The Station was transferred to the Bethlehem Municipality in May 2017. It is worth mentioning that the 
Station has capacity of 100 parking spots and 99 commercial shops. 
 

6.2.2 Partnership’s Main Objectives and Level of Achievement  
- To solve the traffic jam problem caused by tourist buses, especially with the approach of the 

year 2000 and the start of religious celebrations in the new millennium when an influx of huge 
numbers of tourists from all over the world was expected. The project has succeeded in 
achieving this goal as the traffic jam has been significantly reduced; 

- To exploit a heath and to invest in a municipal income-generating project, in addition to 
providing parking spaces for tourist buses, public transportation cars, and tourist cars as well as 
creating a rental space for 99 shops; 

- To generate a financial return for the Municipality. Although this was not achieved during the 
partnership period, it is expected to be achieved after the Municipality took control of the 
project. 
 

6.2.3 Project’s Financial Return Evaluation 
- In the pilgrimage and tourism seasons, the daily revenue ranges from USD 7,000 to USD 9,000 

from tourist taxis and buses. PRICO imposed a USD 50 commission per big bus, while charging 
small cars at a rate of one dollar per passenger; 

- As for the commercial shops, their rent is USD 100 per square meter on the first floor and 80 
USD per square meter on the second floor; 

- The Municipality did not receive any revenue for the 17 years when PRICO owned the project; 
- After the Municipality received the project, it is expected that the Station revenue will 

contribute 25-30% of the Municipality’s total expected revenue. 
 

6.2.4 Project’s Risks 
- Political risks: The Second Intifada and the military closures, especially in the early 2000s, 

reduced drastically the number of tourists visiting Bethlehem. This adversely affected PRICO's 
expected return. Similar events in the future would most probably affect the Municipality’s 
expected revenues from the Station; 

- Infrastructure and maintenance risk: PRICO was responsible for extending the electricity, water, 
and sewerage networks inside the station. It also, as the contract states, should have been 
responsible for all maintenance duties in the Station. However, according to the Municipality, 
PRICO did not perform enough maintenance on the Station. Therefore, the Municipality will 
bear a large amount of expenses to do this task; 

- Financial risks: As a result of a specific clause in the contract, the Municipality of Bethlehem has 
not received any financial return for 17 years. Furthermore, the political risk resulting from the 
Second Intifada has majorly affected the expected return for PRICO, leading to dispute between 
PRICO and the Municipality of Bethlehem as the company required a contract extension for five 
years to cover the losses from the Intifada; 
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- Demand risk: In terms of parking lots, this risk was minimized as the public transportation cars 
and buses were obligated to use the Station; 

- Construction risk: PRICO was responsible for all construction’s financing and processes, so the 
Municipality did not bear any risk in this regard.  
 

6.4.5 Partnership’s Problems and Conflict 
- PRICO raised a lawsuit against the Municipality to extend the contract as a result of the failure of 

PRICO to achieve the expected return due to the political situation and the Intifada, which 
reduced the number of tourists and, therefore, buses that use the Station. The contract was 
then extended for additional two years, with a payment of $ 100,000 to the Municipality for 
each additional year; 

- PRICO’s lack of commitment to some of the contract provisions, like coating the Station facades 
with stone, has affected negatively the aesthetics of the Station and the city; 

- PRICO’s lack of commitment to the maintenance of the building will cost the Municipality large 
amounts in the process of repairs and maintenance. These costs are expected to reach up to 
about USD 1.8 million, which will create a large loss to the Municipality. A lawsuit has been filed 
on PRICO to compensate the Municipality; 

- The lack of knowledge, awareness, and experience of the Municipality in the legal drafting of 
contracts caused a large revenue loss for it. For instance, a clause in the contract states that the 
Municipality will get the revenues on public transportation cars in case the daily average 
number of cars parked in the Station exceeds 87. Therefore, the Municipality has not been able 
to collect any  profit because the rate has always been lower. Even though there are days 
related to pilgrimage and holidays when a large number of public cars and buses enter the 
Station, these days are balanced out by the rest of the year when few cars enter. Thus, the 
Municipality has been unable to collect any revenue; 

- Property tax: The contract exempted PRICO from the payment of property tax, as this project 
will eventually be transferred to the Municipality, and it provides public services to citizens. 
However, the Ministry of Finance demands that PRICO should pay this tax. As a result, PRICO 
demanded the Municipality to pay the tax amount; 

- There has been an evasion of tourist buses from entering the Station to avoid the payment of a 
commission of USD 50. PRICO has filed a lawsuit against the Municipality to get compensated 
for the losses suffered, which is still under study in court; 

- Rental of some commercial shops at a price lower than those agreed upon by the contract: This 
will cost the Municipality losses as a result of the differences between what was actually paid 
and what was supposed to be paid; 

- The presence of several unlicensed shops in the Station; 
- The Municipality had no right in supervising the construction of the project and its operation 

during the 17-year contract. Therefore, the Municipality was not able to get any financial and 
administrative details during this period; 

 

6.2.6 Unexpected Positive Effects 
- The Bethlehem Municipality is currently planning to build solar cells on the surface of the bus 

station, which will reduce the cost of electricity to citizens, especially in terms of street lighting 
service charges; 

- The Municipality intends to start an expansion project for the Station on an adjacent land to 
increase the number of parking lots. 
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6.2.7 Unexpected Adverse Effects 
- The non-activation and revitalization of Al-Nijmah Street (the historic street in Bethlehem). 

There was a verbal agreement between the Municipality and PRICO to bring tourists buses to 
this street to revive it, but PRICO did not commit to this provision, especially as it was not 
written; 

- Due to the lack of time and the urgent need to establish the project before the year 2000, the 
Municipality did not have enough time to search and scrutinize the convention, which led to the 
failure to make the most of this project, especially as some of the provisions and terms are not 
in the interest of the Municipality. 

 

6.2.8 Lesson Learned from the Partnership 
The Municipality must be aware of the legal aspects of the contracts before engaging in any partnership 
and must qualify its staff to enter into these partnerships to ensure the maximum benefit from the 
projects. Furthermore, there must be an independent entity to study and evaluate the PPP contracts to 
avoid any mistakes or faults in the drafting of the contract and to guarantee the rights of all partnership 
parties. 
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6.3   Central Bus Station – Al-Bireh Municipality 

 
6.3.1   Project Description 
The central bus station in the Al-Bireh Governorate is a Built-Operate-Transfer (BOT) contract, where a 
private company (PRICO) contracted with the Al-Bireh Municipality in 1997 to build the Station and start 
its operation in 1999. The contract duration is 24 years starting from the year of operating, and the 
value of investment equals to USD 5.46 million. The Station comprises of six floors, some of which have 
been allocated as parking lots for buses (six companies) and others for public transportation cars and 
taxis, while the remaining are dedicated as private car parks and commercial shops. 

6.3.2   Project’s Main Beneficiaries 
- PRICO: Benefiting from rental revenues of the parking lots and commercial shop leasing for 24 years; 
- Al-Bireh Municipality: Implementing a project that provides transportation services to citizens and 

receiving income from the project; 
- Citizens: Having a public transportation service located in a suitable and easy to reach place; 
- Commercial shops' tenants: Having their shops in the city center; 
- Public transportation drivers: Taking a parking spot in the Station, which is easily accessible by 

people and which will be continually serviced in terms of maintenance and cleaning by the private 
company. 

 

6.3.3   Partnership’s Main Objectives 
The project, as mentioned in the agreement, aims to solve the traffic jam in the city center. It also aims 
to accommodate the public transportation cars in one, easy to reach building. 
Furthermore, the project aims to solve a general health and environmental problem that results from 
throwing remnants of vegetables and poultry in the streets by the owners of the former shops (where 
the station is located now). Finally, the project aims to provide an additional source of income for the 
Municipality and provide transportation services to citizens.  
 

6.3.4   Level of Objectives Achievement  
- Some goals have been partially achieved as the Station has reduced the presence of public 

transportation cars in the streets. However, it did not ease the traffic jam as a result of the 
increasing number of newly licensed public transportation vehicles. For example, in the starting year 
of the project, the first floor accommodated 61 parking spaces. As a result of the increase in 
licenses, the number of public vehicles reached 222 in 2007, so the problem was not solved; 

- Many goals have not been achieved as a result of not using large buses (of six companies) to the 
Station. There has been a dispute between PRICO and the management of the bus companies, as 
PRICO was committed to provide parking spaces for these buses only, and the companies insisted on 
having representative offices in the Station, but PRICO rejected.  
 

6.3.5   Project’s Financial Return Evaluation 
According to the contract, there is a provision to pay USD 150,000 USD to the Municipality annually, in 
addition of paying 20% of the value of vacancies and rent of new shops. 
Since 2000, PRICO has refused to pay the annual fee, forcing the Municipality to file a lawsuit. The first 
lawsuit on this occasion was filed by the Municipality in 2004. The reason for the refusal of PRICO to pay 
is due to the refusal of buses to enter the Station, which prevented PRICO from achieving the expected 
financial return from the Station. A verdict was passed in favor of the Municipality. As a result, PRICO 
paid all due amounts. 
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In order to solve the problem of the buses, the spaces allocated to them were converted into 
commercial shops, thus compensating for the loss via shop rents. 
 

6.3.6    Project’s Risks  
- Daily transactions risk: The private sector has better ability than the Municipality to deal with vehicle 

drivers and compel them to abide by the terms of the contract. It also can better deal with those 
who impose their control over public parking lots, such as street vendors’ stalls; 

- Political Risks: In the event of a closure of roads which public transportation vehicles pass through, 
this impedes the movement of traffic and the payment of fees as a consequence; 

- Repairs and maintenance risks: PRICO is committed to carry out regular repairs on the Station 
building until delivering the project to the Municipality; 

- Pricing risk: The previous traffic system allowed the company (PRICO) to set the pricing for each 
parking spot. In 2016, a new vehicle decree was issued which identified the maximum price of 
parking spots, which is below the price imposed by PRICO. This has created a dispute between the 
company which wants to keep the old pricing and the owners of vehicles who want to pay based on 
the new maximum price. This problem is still pending as the company threatens the Municipality to 
deduct the difference between the new and old prices from the municipal dues; 

- Default risk: There is a possibility that the private partner (PRICO) will default as the expected 
revenues are not achieved. 
 

6.3.7   Partnership’s Problems and Conflicts  
The main problem of this partnership was the refusal of PRICO to pay the dues of the Municipality. This 
problem was resolved through recourse to the judiciary which took a long time (from 2007 to 2013). 
Furthermore, PRICO’s refusal to provide representative offices for the bus companies led to their refusal 
to use the Station. 
As for the ways that the Municipality used to solve these problems, it resorted to judiciary in some 
cases. However, there are problems that are difficult to be solved, especially the ones resulting from the 
Municipality’s lack of experience at the time of signing the contract. Therefore, there are lessons that 
the Municipality can learn from before engaging in future partnerships. 
 

6.3.8    Unexpected Positive Effects 
- The expected income from the project of USD 150,000 per year in addition to the proportion of shop 

vacancies and rents are better than the return on the previous occupation of the property, which 
was shop rentals with an annual income of JOD 7,000-8,000 ; 

- The encouragement of commercial movement in the area and the provision of investment 
opportunities for citizens to open shops in the city center. 
 

6.3.9  Unexpected Adverse Effects 
- Failure to resolve the traffic jam; 
- Negative aesthetic view of the building because it was not coated with stones. As, this provision 

was not mentioned in the contract, the private partner ignored it because it will increase the cost; 
- Neglecting the role of the Municipality in monitoring as there is no provision in the contract which 

allows the Municipality to take a partial supervision of the building (during construction) and the 
operations that were taking place for 24 years; 

- The Municipality cannot set up any bus station within 500 meters from the current station, which is 
an obstacle for the Municipality due to its need for additional stations and additional parking, 
which require the approval of PRICO; 
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- The lack of previous experience on behalf of the Municipality, especially in the legal aspects of PPP 
contracts, made the agreement clauses in favor of PRICO, although the negative effects were 
reduced by adding two annexes to the agreement consensually with PRICO, which are in favor of 
the Municipality. 

 

6.3.10 Degree of Stakeholders’ Satisfaction 
- Owners of public vehicles: They were satisfied until the new pricing decree was issued, which 

created a dispute with PRICO; 
- Citizens: There is general satisfaction due to the efficiency of PRICO in the management of the 

Station in terms of maintenance, cleaning, control, and organizing of the operations of the Station; 
- Commercial shops tenants: There is general satisfaction, and this is evidenced by the large number 

of applications for rental shops; 
- Municipality: If the municipality had the capacity to build the Station previously and gave it to the 

private sector to manage, then it would have achieved a better return and better intervention in 
the Station. 
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6.4   Parking Meters Project – Ramallah Municipality 

 
6.4.1    Project Description 

 
The project legal form is a management contract as the Ramallah Municipality had previously built the 
meters, and many private companies can succeed in managing the operations of these meters. The 
partnership with the private sector on this project started in 2017 with “Hemaya” and ended in 2018 as 
the contract duration was only one year (renewable upon the two party’s agreement). Thereafter, the 
Municipality contracted with another private company, “Tec Park” for a period of three years starting in 
2018, and it is possible to renew the contract after the end of this period according to the performance 
of the company. 
It is worth noting that the Municipality of Ramallah had installed around 700 parking meters distributed 
throughout the city of Ramallah at a cost of NIS 2,000 per meter (total cost of NIS 1.4 million NIS)  
 

6.4.2    Project’s Direct Beneficiaries 
 Ramallah Municipality: Achieving a financial return and providing services to citizens with a 

better quality than which can be provided if the Municipality adopted the project. In addition, 
the project related risk was transmitted to a private company; 

 Private company: Gaining financial profit from the project having paid a zero initial investment 
costs on it; 

 Citizens and parking lots users: Ensuring the availability of suitable parking lots when needed. 
 

6.4.3    Partnership’s Main Objectives 
The Municipality’s goal from contracting with a private company is to oversees the parking meters and 
manage them in a financially efficient way. The Municipality is currently contracting with a private 
company that has a previous experience in this field from working in other governorates. The reason 
employing a private company and not doing this task by the Municipality is because the private sector 
has a higher efficiency in managing its employees, supervising their work, and monitoring their 
performance, which ensures a better working performance of the employees if compared with the 
performance of municipal employees doing the same task. Further, the previous experience of the 
company in this field enables it to efficiently address the weaknesses and the expected problems from 
the operational process to avoid or solve them effectively. 
Contracting with the current company significantly reduced the number of complaints about the poor 
quality of parking meter services. This, on one hand, helps in organizing the movement of traffic, 
especially in the city center, and reviving the commercial activities there. As the possibility that a car will 
be parked for a very long time in the same park decreases, this increases the number of vehicles using 
the parking lot. 
On the other hand, meters contribute to satisfying the needs of people with disabilities because they are 
now able to park in suitable places, especially in front of facilities they may need to go to frequently 
(such as hospitals, schools, banks, etc.). Moreover, the existence of a company that efficiently manages 
these meters by imposing a large fine upon the violators (reaching to triple the amount of the usual fine) 
helps in making these parks available for people with disabilities around the clock.  
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6.4.4    Level of Objectives Achievement 
Since the project is still in its beginnings with the new partner, it is not possible to state the extent of 
achieving the expected goals. However, the performance of this company during the past year has been 
very satisfactory, especially when compared to the performance of the previous company, which was 
suffering from many flaws due to lack of experience, including repeated errors in the meters and slow 
process of reforming them, whereas the new company avoided such problems. 
The better performance of the new partner is due to its adoption of modern technology through a 
computerized system that sends periodic reports to both the company and the municipality about the 
existence of malfunctions in meters. In addition, the company adopted an advanced technology through 
utilizing a mobile application that enables drivers to reserve the parking lot and pay for it by mobile, in 
addition to allowing them a grace period of a quarter of an hour after the expiry of the specific parking 
period, which reduces the violations. 
 

6.4.5    Project’s Financial Return Evaluation 
The Municipality expects a monthly revenue of NIS 45,000 NIS for three years, in addition to 50% of the 
value of the violation fines. Since the duration of the project has not yet been completed, there is no 
possibility to match the current yield with that expected after the completion of the partnership. 
Except for the meter installation costs, the Municipality does not incur any operational costs (such as 
the salaries of the personnel responsible for the meters). Therefore, the expected return received by the 
Municipality is considered as a net profit. For this reason, the return to the Municipality is better than 
that which can be obtained in case the Municipality took over the management and the collection of 
meter fees. The previous experience of the private sector company makes it more efficient in collecting 
revenues compared to the Municipality, thus this ensuring profit for both the Municipality and the 
company. 
 

6.4.6    Project’s Risks  
Several risks may arise during partnership lifetime including: 

- Default risk of the partner company: The company pledged to pay a lump sum (45,000 NIS) to 
the municipality every month. Therefore, if the company is not able to collect enough amount 
from the meters, it will not be able to pay its commitments to the Municipality; 

- Political risk: intifada Third Intifada or an Israeli army attack of Ramallah will suspend the 
commercial activities in the city; therefore, fewer cars will park (or pay for parking) in addition 
to an increase in the risk of meters' sabotage due to the conflict; 

- Maintenance risk: The private company is responsible for maintaining any broken or out of 
service meter. Therefore, the Municipality benefits from transmitting this risk to the private 
company; 

- Lack of experience risk: This risk was faced by the Municipality during its pervious partnership 
and caused several side effects, including citizens’ increased exasperation with the services 
quality. This risk was avoided by contracting with a more experienced company; 

- Demand risk: Due to other parking lots (where broad lands were dedicated only as parking lots 
near the municipal parking meters, with competitive fees). This would lead to a reduction in the 
number of cars that park in municipal parking lots. Further, the exposure to political risk 
mentioned above will significantly increase the demand risk. 
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6.4.7    Partnership’s Problems and Conflicts 
There are no problems in the current partnership. However, the previous private company, as a result of 
a lack of experience in similar administration, had a problem in the spatial distribution of their 
employees in a manner that covers all regions in addition to slow response in the maintenance of 
broken meters and the absence of monitoring system which aims to detect the existence of out of 
service meters, which sometimes forced the Municipality to send one of its employees to verify the 
existence of the problem, causing resentment of citizens benefiting from this service. As a result, the 
Municipality did not renew the contract with the previous company. 
 

6.4.8    Lesson Learned from the Partnership 
The Municipality must select a partner with previous experience in the field of the project under 
implementation. In addition, it needs to study past experiences (especially unsuccessful ones) to learn 
and benefit from them and not repeat mistakes in order to ensure the interests of all parties to the 
agreement. 
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6.5  Al-Bireh Municipality Park 

 
6.5.1  Project Description 
The project legal form is a management contract for 3 years. The Municipality invited qualified bidders 
from the private sector and contacted the winner who promised the highest price. The Park is 
comprised of three large halls suitable for wedding parties, conferences, and commercial exhibitions. 
The facility features a big kitchen, entertainment spaces, outdoor seating areas, and a restaurant. The 
Municipality established the Park in 2003 (it bore all the initial investment costs) and transferred it to 
the private partners to manage in 2004. The contract with the last partner ended in February 2019, and 
the Municipality is doing some maintenance to prepare the facility for the bidder.  
 

6.5.2  Project Main Beneficiaries 
- Al-Bireh Municipality: Getting a lamp sum fixed amount for handing the Park and other facilities 

to the managing company to start operations. The Municipality does not bear any cost unless it 
is stated in the contract. The demand (market) risk is fully transferred to the managing 
company;  

- The private partners:  Bearing the operation cost, using its staff, and collecting charges for the 
sale of food and drinks and the use of the halls as well as for other services of the Park 
operations after not having paid any initial investment; 

- Residents and visitors: Receiving quality services from the Park at fair prices.  
 

6.5.3  Partnership’s Main Objectives and Level of Achievement 
The partnerships with the private sector aimed at effectively managing the Park facilities and providing 
services like renting the halls for exhibitions, weddings parties, or other events as well as providing 
hospitability services. These objectives have been achieved by the successive private partners. 
 

6.5.4  Project’s Financial Return Evaluation 
The Municipality receives a fixed amount yearly form the private partners, which has differed according 
to the contracts. With the first partner, the Municipality used to receive JOD 181,000 per year. With the 
last partner, the Municipality received JOD 111,000. The decline in the financial return is due to a 
reduction in the halls' revenue as result of increased competition from other newly constructed halls in 
the city.  
However, the Municipality claims that the financial return received from the partner is better than the 
return it would receive if it managed the Park on its own because it is exempted from most maintenance 
and rehabilitation costs and from paying employees’ wages. Therefore, the Municipality receives this 
return as net profit from the Park. 
Furthermore, the Municipality believes that the private sector is more efficient in reducing the 
operational costs and maximizing the profit than it would be. 
 

6.5.5  Project’s Risks 
- Construction risk: The Municipality was responsible for the entire construction process, designs, 

and costs between 1998 and 2003; 

 Maintenance and rehabilitation risk: The private partner is responsible for all repairs on the 
facilities resulting from intended sabotages. Otherwise, the Municipality is responsible for 
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maintaining the problems resulting from unintended actions (like damages in facilities resulting 
from electricity problems); 

- Financial risk: If the private partner cannot achieve the expected revenue, this will reduce its 
ability to fund its operations and pay the Municipality the dues; 

- Seasonal risks: The demand for the Park’s services usually diminishes sharply in the winter 
season, so the accrued returns also decrease. 
 

6.5.6  Partnership’s Problems and Conflicts 
The Municipality faced a problem with one partner who refused to pay its dues, which was resolved by 
resorting to the court. 
Furthermore, one partner raised the prices of services offered to visitors (like the prices of meals offered 
in the Park’s restaurant), which increased the Park visitors’ complaints. Therefore, the Municipality had 
to ask the partner to reduce the prices to the market level in order not to repeal the contract. The 
private partner reduced the prices. 
  

6.5.7  Unexpected Positive Effects 
- The private partners have effectively promoted the Park and its halls, which attracted more 

people to use the Park and its facilities; 
- The private partners made improvements and additions to the Park’s facilities (like adding new 

cooking equipment to the Park’s restaurant), which increased its appeal to visitors.  
 

6.5.8  Unexpected Adverse Effects 
Although the private partner is responsible for most of the maintenance and rehabilitation process of 
the Park and its facilities, occasionally some of the maintenance activities are not performed as they 
should be. This problem usually appears after this partner transfers the Park to another private partner.  
 

6.5.9  Monitoring and Supervision Process 
The Municipality is continuously monitoring the operation of the Park, especially the quality and the 
safety of the food offered in the restaurant and the kitchen in order to make sure that the health criteria 
are followed.  
 

6.5.10  Lesson Learned from the Partnership 
This partnership has revealed that the private sector is more efficient in running some municipal 
activities like managing public parks, because it always tries to maximize its profits and reduce its costs 
to the minimum, in addition to providing good quality services to promote the Park services.  
On the other hand, it seems that the three-year period of contract with the private partners (as per the 
LGUs Law) has an adverse effect on the quality of maintenance provided by the managing companies 
and represents a challenge to any meaningful improvement of the facilities by the managing contractor. 
This is because it not worthy for the private partners to invest in the improvements if they are not sure 
whether they will recover their investment, which is not possible over a period of three years. This has 
adversely affected the level of investment and the improvements implemented in the parks as well as 
the quality of services. 
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6.6  Sama Nablus Restaurants Project – Nablus Municipality 
6.6.1   Project Description 
This is a Build-Operate (BO) project. A private company (Qiresh Group) built the restaurants in the park 
and started their operations in 2014. The contract was open because it was agreed that the private 
partner will manage the project for undefined years, in exchange for a specified financial return to the 
Municipality once the initial investment was recovered and the private partner began to gain net profits. 
However, the contract was canceled after three years (in 2017) because the private partner was not able 
to collect the expected financial return, and the restaurants were transferred back to the Municipality.  
 

6.6.2   Partnership’s Main Objectives and Level of Achievement  
The main goal of the project is to construct and operate a chain of restaurants in Sama Nablus Park to 
provide quality services to attract visitors to the Park. 
This goal was not achieved because of the high prices and poor quality of restaurant services in addition 
to the reduction in free spaces, especially for low income visitors who are not able to pay for the 
restaurants' food. This reduced the number of the Park’s visitors and created losses for the private 
partner and for the Municipality as the total value of entrance fees, which is collected by the 
Municipality, dropped drastically. 
 

6.6.3   Project’s Financial Return Evaluation 
The Municipality did not receive any financial return during the three years of the private partner’s 
managing the project. It was expected to receive return after the private partner covered its initial 
investment costs, but the contract was canceled before that. Now, after receiving the restaurants in 
2017, the Municipality will lease them.  
 

6.6.4   Project’s Risks  
- Design risk: The large space that the restaurants were built on overwhelmed the free public 

space due to inappropriate designs. This reduced the number of citizens entering the Park and 
increased the complaints;  

- Financial risk: As a result of the design risk and the increased dissatisfaction of citizens, the 
number of citizens who visit the park and the restaurants was diminished. Therefore, the private 
partner was not able to achieve the expected financial return and had to cancel the contract;  

- Political risk: Military closures and political instability adversely affect the number of visitors to 
Nablus (and to the Park as well). This would negatively affect the operations and the financial 
income for the private partner previously and the municipality now; 

- Construction risk: The private partner was responsible for the construction costs and operation; 
- Maintenance and rehabilitation risk: The private partner was responsible for the entire 

maintenance process of the restaurants and their appliances;  
- Operational risk: The private partner was responsible for running or finding another party to run 

the restaurants in the past. Now the Municipality is responsible for this task; 
- Pricing risk: As the price of the services was high for most citizens, the private partner was not 

able to continue providing the operation. 
 

6.6.5   Partnership’s Problems, Conflict, and Unexpected Adverse Effects  
- The expected return for both parties (the Municipality and the private partner) was not 

achieved. This led to canceling the contract; 
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- The increasing number of citizens’ complaints due to high prices of the services and meals in 
addition to the limited free public spaces that remained after building these restaurants caused 
a reduction in the number of visitors. 
 

6.6.6   Project’s Main Beneficiaries 
- Nablus Municipality: Transferring the project related risks to a private partner and receiving 

financial return after specific years from contracting. However, this was not achieved because of 
a contract cancelation; 

- Private partner: Benefiting from financial return. This was not achieved either because of the 
low number of visitors; 

- Citizens: Receiving high quality services from the restaurants at fair prices. This was not achieved 
because of the high prices of the services. 
 

6.6.7   Unexpected Positive Effects 
 

After the contract was canceled and the restaurants were transferred to the Municipality, the 
Municipality will gain an income from renting them. This return has not been evaluated yet as the 
Municipality received these restaurants one year ago ( in 2017). 

 

6.6.8   Monitoring and Supervision 
The Municipality has continuously monitored the project during the construction and the operation 
process.  
 

6.6.9   Lesson Learned from the Partnership 
It is important to conduct a financial feasibility study and analyze the expected return before starting 
such projects. This is in order to ensure a positive financial return for the private partner and the 
Municipality in future projects, which will encourage the private sector to engage in future partnership 
projects. Furthermore, it is important to ensure the provision of fairly priced services to citizens in such 
projects, to avoid any solvency problems like the one in this project. 
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6.7  Conclusion - Lessons Learned from PPP Projects in Palestine (6 Cases) 
After analyzing the five cases of municipal partnership with the private sector, several lessons are 
learned and a number of recommendations are derived as reference points to be reviewed for benefit of 
future PPP projects: 

- Municipalities should make sure that the project is profitable for the private sector before 
entering into a partnership. This will help the private partner avoid default and bankruptcy and 
will encourage it to engage in future PPP projects to provide better services to citizens; 

- Municipalities should ensure that the private partner will provide high-quality services with fair 
prices to citizens, but without neglecting achieving adequate return to the private partner to 
guarantee that it will cover its cost and make fair profit (Sama Nablus); 

- Municipalities should be armed with a high level of awareness of the legal and contractual 
aspects of partnership contracts. This will help them avoid any financial loss from the contracts 
and will also help them avoid any clause in the contract that prevents the municipality from 
establishing similar projects. This awareness could be achieved by adequately training the 
municipal staff whose work is related to PPP project contracting; 

- Some risks, like political, design, and maintenance risks, that will be transferred to the private 
partner, could lead to the default of this partner. Therefore, these risks should be studied and 
addressed before entering into the partnership. The level of endurance of the private company 
and whether it can proceed in project operations and achieve the expected outcomes should be 
examined; 

- Municipalities should have a close supervision of the project construction (especially on designs 
and the quality of building material) and its operation during the period of partnership, based on 
well-defined criteria that focus on the quality of project construction. This is specifically 
important in Build-Operate-Transfer (BOT) projects because the municipality will eventually 
receive the project. This will ensure that the project will live for long after being transferred to 
the municipality;  

- The municipality should have adequate awareness of the regulatory framework in Palestine, 
especially of laws related to PPP, by consulting a legal expert. This would prevent the 
municipality from giving the private partner unauthorized privileges (like the case of the 
Bethlehem Bus Station where the Bethlehem Municipality exempted PRICO from paying 
property tax); 

- The partnership contract should clearly specify the rights and duties of each contract party to 
avoid any future misinterpretation and ensure that the project is implemented and operated 
accurately in order to avoid any future disputes;  

- It is important to display the partnership contract to an independent third party, to study and 
examine it to provide advice for the municipalities and avoid previous faults; 

- It is important to engage in PPP projects that have a positive environmental impact (like 
wastewater treatment and solid waste recycling) as these projects require technically expert 
employees, and it will be costly for municipalities to attract such employees and pay their high 
wages. In addition, the cost of acquiring an advance technology and paying for maintaining and 
rehabilitating the sophisticated equipment and machines will be avoided;  

- Municipalities should continuously measure the acceptance of the local community of PPP 
projects. This acceptance will be reflected in the local community’s satisfaction with the services 
provided by these projects. It also guarantees that citizens will stand by their municipalities in 
case of any legal dispute with the private partner; 

- There is a forgone benefit from treated water projects as this water is disposed away without 
any use although it can be used for irrigation or for construction process (like Ramallah 
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Municipality's water treatment project). Therefore, the municipality could make agreements 
with third parties to buy this water and use it for these purposes. This will give the municipality 
an extra financial return and will guarantee that this water will be used in productive ways 
instead of being wasted. 

- The 3 years limit for municipal PPP contracts is not appropriate and discourage private partner 
in carrying meaningful innovation that increase project attractiveness and profitability. 
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Annexes A 
Table 1:Summary of the PPP Legal Framework Assessment  

 

No.    Law 
Status: Available/ 
Unavailable 

Scope in relation to 
PPPs 

Insights into Existing Provisions and Proposed 
Considerations 

Remarks       

1 Constitutional Framework 
(Palestinian Basic Law) 

Available Satisfactory    

2 Local Government Law/ 
1997 

Available Somewhat 
satisfactory   

- Developing a regulation that enables 
PPPs (institutionalization)  
- Enacting laws that support PPPs, such as 
laws for public tenders and concessions  
- Putting in place criteria for the Minister's 
approval or disapproval of obligations 
beyond three years 

The administrative 
decentralization necessary to 
PPPs must be encouraged. 

3 A Separate law on PPPs Unavailable   Enactment of this law is 
important once the Legislative 
Council becomes operative.  

4 Concession Law  Unavailable   The existing draft law must be 
passed once the Legislative 
Council convenes. However, 
the draft law still needs some 
amendments that take into 
consideration the legal nature 
of the partnership. For 
example, the fees the 
concessionaire receives may be 
in the form of fees paid by the 
government or collected from 
service recipients.  

5 Antitrust and Non-
Monopoly Law 

Unavailable   It is important to enact this law 
once the Legislative Council is 
operative. 

6 Public Procurement 
Law/2013 

Available Unsatisfactory - The philosophy of the law, which is based 
on awarding the tender to the lowest 
price, is inconsistent with the nature of 
partnership, which usually requires the 
private partner to possess effective 
managerial capacity, practical experience, 
and appropriate technology. 

The solution is an enactment of 
such a law by the Council of 
Ministers, in accordance with 
the Local Government Law.   
 

7 Energy Authority 
Law/1995 
 General Electricity Law 
Decree/2009 

Available Satisfactory  They are appropriate since they 
allow for granting concessions 
and licenses to the private 
sector. 

8 Water Authority Law 
No. 2/1996 
 Water Law No. 3/2002 

Available Satisfactory  They are appropriate since they 
allow for granting concessions 
and licenses to the private 
sector. 

9 The Industrial Estates 
and Industrial Free 
Zones Law No. 10/1998 

Available Satisfactory  It is appropriate since it allows 
for granting concessions and 
licenses to the private sector. 

10 
 
 
 
 
 

Law by Decree/2009 
regarding the 
Palestinian 
Telecommunications 
Regulatory Authority 

Available Satisfactory 10  
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11 Law by Decree No. 1/ 
1999 on Natural 
Resources 

Available Satisfactory -  It is appropriate since it allows 
for granting concessions and 
licenses to the private sector. 

12 Government Contracts 
(Administrative Law) 

Available as 
general rules, 
rather than an 
independent law 

Somewhat 
satisfactory 

- Under traditional government contracts, 
the government has the power to cancel 
or modify contracts. This may create 
uncertainty, making the potential private 
provider reluctant to enter into 
partnership with the public sector. 

It is advisable to precisely 
define PPP contracts in a 
special law that determines, 
among other things, the 
concession contract, services, 
etc. 
 

13 Dispute Settlement  Available Satisfactory - It is important to establish administrative 
courts in which guarantee two levels of 
litigation. 
- It is important to have chambers of 
commerce operating within the regular 
courts. 
- It is important to revive municipal courts. 

 

14 Investment Promotion 
Law/1998 and it 
amendments  

Available Satisfactory  As far as infrastructure projects 
are concerned, investment 
promotion laws should account 
for not only tariff and tax 
incentives, but more 
importantly for legal certainty 
and security against loss (see 
the UNCITRAL Legislative 
Guide). 
 

15  Property Law (movable 
and immovable 
property) 

Available Unsatisfactory  - Most land needs settlement. 
- Land settlement procedures are outdated 
and complicated.  
- There is an absence of urgently-needed 
courts specializing in general land matters. 
- There is a lack of innovative methods for 
registering legacy.  

Although large land projects do 
exist, significant obstacles can 
still constrain PPPs, the most 
impeding of which are the 
control of the Israeli occupation 
over 56% of the West Bank and 
the technical obstacles to land 
settlement, even in Area A.  
 
 
 

16 Intellectual property 
laws in Palestine  
 

Available Somewhat 
satisfactory 

 Provisions of intellectual 
property laws need to be 
reformed, unified, and 
modernized.  
 

17  
 
 
 
 
 
 
 
 
 
 
 
 
 

Companies laws: 
In the West Bank: 1964 
In Gaza: 1929 and 1930 
 
 

Available Satisfactory There are some restraining  administrative 
procedures that are applied, but not 
stipulated in the law:   
-  The Companies Registrar sets a 49% 
capital ceiling for the contribution of 
foreigners who wish to establish public 
shareholding companies  
- The requirement of depositing the initial 
founding capital at the bank 
- The minimum capital requirement of JOD 
30,000 for private companies 
 

Though these laws need to be 
modernized, they are still 
appropriate because the 
companies laws ensure the 
official registration of the 
private provider that enters 
into partnership with a local 
council or with the central 
government.  
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Annex B 
Tables 
Table 2: Role of Municipal Staff in the Implementation of PPP 

Tasks Municipality 
Staff 

Other 
Palestinian Party 

Foreign 
Entity 

Conducting a prefeasibility study 77.8% 44.4% 0.0% 

Conducting a comprehensive economic feasibility study 44.4% 66.7% 5.6% 

Project design and operational maps 55.6% 66.7% 0.0% 

Preparation of the terms of reference and tender documents for 
the project in a systematic and comprehensive manner 

72.2% 44.4% 0.0% 

Identification of eligible companies to participate in the project 
tender 

83.3% 27.8% 0.0% 

Preparation of the PPP contract 94.4% 38.9% 0.0% 

Negotiating the terms of the PPP contract with the winning 
company 

94.4% 27.8% 0.0% 

Supervising the construction works of the project 94.4% 44.4% 5.6% 

Supervising the operations of the project 77.8% 55.6% 5.6% 

Evaluation of the project results and objectives achievement 88.9% 55.6% 5.6% 

 

18 Loan security laws: 
- Law of Attaching 
Immovable Properties 
to Secure Debt/1953 
- Law of attaching 
Immovable Properties 
to Secure Debt/1913 
 

Available only 
for registered 
immovable 
property 

Unsatisfactory   - The present legal framework lacks 
provisions that ensure the sustainability of 
future projects.  
- The present system does not account for 
using movable property as loan security.   
- The present law does not account for 
using moral rights, such as intellectual 
property, as loan security.   
 

The law is unsatisfactory, even 
with respect to fixed 
properties, since such 
properties should by nature be 
duly registered. 
 
It is, thus, important to enact 
laws that bridge that gap.   

19 Environmental 
Protection Law/ 1999 

Available Satisfactory   

20 Consumer Protection 
Law/ 2005 

Available Satisfactory   
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Table 3: Kinds and Strengths of Difficulties Faced in PPP Preparation and Implementation 

Tasks 
Very Minor to 
Moderate Difficulties 

Strong to Severe 
Difficulties  

Selecting the appropriate project for partnership with the 
private sector 

75.00% 25.00% 

Determining the type of PPP contract   
73.33% 26.67% 

The Municipal Council’s approval of the project  
94.12% 5.88% 

Gaining public support for the PPP project 
 

92.86% 7.14% 

Obtaining project licenses from various related parties 

80.00% 20.00% 

Getting a sufficient number of bidders (three companies at 
least) of qualified companies to compete for the project 

80.00% 20.00% 

Obtaining the required funding for the project from banks 
60.00% 40.00% 

Compliance of the partner company in honoring the agreed 
implementation dates 

88.24% 11.76% 

Partner’s compliance with the agreed technical 
specifications and standards 

75.00% 25.00% 

Partner’s compliance to operate according to the terms of 
the agreement (quantity, quality, and price of products and 
services provided 

70.59% 29.41% 
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Table 4: Respondents Assessment of Stakeholders’ Support to PPP Projects  

Statement 
Do not 
know 

Weak Moderate Strong 

The level of support from the Ministry of Local Government 
for partnerships with the private sector 

0.0% 16.7% 55.6% 27.8% 

The level of acceptance by the Municipal Council members 
for partnerships with the private sector 

0.0% 11.1% 33.3% 55.6% 

The level of municipal staff’s support for partnership 
projects with the private sector 

0.0% 0.0% 38.9% 61.1% 

The willingness of private sector companies to participate in 
municipal projects 

0.0% 38.9% 22.2% 38.9% 

The degree of residents’ acceptance of the idea of 
partnership with the private sector 

11.1% 16.7% 27.8% 44.4% 

Banks’ willingness to finance PPP projects with the private 
sector 

16.7% 33.3% 27.8% 22.2% 

The degree of public satisfaction with the performance of 
the contracting company in terms of quantity, quality, and 
prices 

11.8% 23.5% 58.8% 5.9% 
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Table 5: Municipalities’ Assessment of the PPP Legal, Regulatory, and Institutional Framework and the 
Administrative, Technical, and Financial Staff’s Capacity for Engagement in PPP (Likert Scale)     

Statement 

Strongly 
disagree 
(%) 

Disagree 
(%) 

Not 
sure 
(%) 

Agree 
(%) 

Strongly 
agree 
(%) 

The Palestinian legal and regulatory framework (local 
government laws, companies, investment promotion, etc.) 
is appropriate, and municipalities can enter into partnership 
agreements with the private sector easily and effectively 

11.76% 32.35% 23.53% 29.41% 2.94% 

The organizational and institutional structure of the 
municipalities of categories A and B are appropriate and 
allows them to manage, supervise, and follow up on the 
implementation of partnership contracts with the private 
sector effectively 

0.00% 22.86% 8.57% 57.14% 11.43% 

The capacity and skills of the administrative, financial, and 
technical staff of municipalities is appropriate and enables 
them to engage in strategic partnerships with companies to 
provide some municipal services effectively 

0.00% 20.00% 25.71% 42.86% 11.43% 

The institutional structure of companies is appropriate and 
enables them to enter into PPP agreements with 
municipalities to successfully implement and operate 
municipal projects and achieve financial sustainability 

0.00% 11.43% 40.00% 45.71% 2.86% 

Residents support PPPs in the management and provisions 
of municipal services 

2.86% 14.29% 28.57% 48.57% 5.71% 
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Table 6:Annex C: Name of Participating Municipalities in filing the Questionnaire: 

 البلدية اسم
 بتعبئة قام الذي الشخص اسم

 البلدية اسم االستمارة
 قام الذي الشخص اسم

 االستمارة بتعبئة

 اسماعيل أحمد الكبيرة عبسان عزت زياد سلفيت

 الكرد فاخر البلح دير قشظة دعاء رفح

 عياش أبو خلدة آمر بيت بشارات أحمد طمون

 عروق مداح الهيا بيت سمارة عبدهللا النزلة جباليا

 القانوع مهند حانون بيت الطيماوي أحمد  القرارة

 ريدة أبو عمر سهيال بني طه خالد قلقيلية

 الخطيب أحمد الرام هدهد سعيد آمال نابلس

 رشماوي جورج ساحور بيت الطويل زياد البيرة

 منصور رشا بيتونيا السويطي آالء دورا

 حماد سعيد اياد يطا األشهب عالم الخليل

 االسطل احمد محمد  يونس خان عقيل أبو محمد سموعال

 غنيم نهى  هللا رام مجلي حسان طوباس

 سمعان نديم جاال بيت ريان أبو الين حلحول

 عواد ابو آمال بيرزيت مره سامر دبوان دير

 زريقات حرب تفوح حوشية ابراهيم اليامون

 حنانيا رائدة لحم بيت اسعيد محمد أريحا

 حماد أسامة سلواد اتعلي محمد جنين

   عطاطرة ربيع يعبد

 
 أسماء الشركات التي قامت بتعبئة االستمارات

 الشركة اسم
 تعبئة عن المسؤول الموظف
 االستمارة

 عابد موسى والمقاوالت العامة لتجارة المنطار

 الحسيني سامي المقاوالت ألعمال سالمة شركة

 يامص محمود والمقاوالت العامة للتجارة الخيسي

 مشتهى محمد والمقاوالت للهندسة مشتهى شركة

Skills &Quality construction شهال أبو علي   

 اإلدارة في االستشاري المركز
 انعيم محمد EMCC-والهندسة

 الشريف أسامة شادي البالستيكية للصناعات زمزم شركة

 منصور طالب الصناعية نمر سوبر شركة

Paper Industries Company البشرية الموارد سمق 

 العسيلي نجاح والمقاوالت للتجارة العسيلي شركة

 منشار أبو عزات رفيق الحديد لصناعة المتحدة الشركة

 عسيلي زهير خالد وسيم والتعهدات للتجارة اكسلنس شركة

 سنقرط مازن السياحي السلطان ومجمع تلفريك

 
 


