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FOREWORD 
Pre COVID-19, our world was experiencing rapid globalisation, and had been for some time. Although 
the current pandemic has led to decreased physical connectivity around the world, with tough border 
restrictions coupled with nationalistic political responses, other forms of connectivity, such as digital, 
have become more important than ever before. Strong and secure trade links and regional cooperation 
have also become increasingly critical in ensuring that our medical supply chains remain operational and 
economies do not come to a stand-still. 
 
In addition to dealing with aspects of physical and digital connectivity, cross-border infrastructure 
projects are instrumental to achieving higher-level goals related to socioeconomic character. By 
connecting communities across borders, they are expected to boost growth opportunities as they give 
rise to knowledge diffusion, technology transfer and cultural exchanges. They create value through 
integration of markets and communities beyond what could be achieved through a collection of national 
projects. Given these benefits, it is not surprising that the G20 Development Working Group (DWG) has 
identified regional connectivity as a priority topic this year, with the aim to promote dialogue on 
connectivity issues and raise awareness of bottlenecks and challenges. 
 
Cross-border infrastructure assets are crucial in facilitating this regional connectivity, both physical and 
digital, but by the very nature of involving two or more countries, these projects face specific challenges. 
Whilst cross-border infrastructure projects generally require the same elements as national-level 
projects to achieve bankability, and have many of the same risks, these elements are amplified by the 
scale of the project, the wider spectrum of parties involved, and the harmonisation of rules and 
regulatory frameworks required. They have high transaction costs, augmented political risks, and 
require an increased level of institutional coordination than a typical national or sub-national 
infrastructure project involving only one jurisdiction. 
 
There is a growing library of literature available on the importance of supranational coordination on such 
issues, with a particular focus on establishing appropriate institutional frameworks. However, as 
discovered through our research, there is no central resource which distils key lessons on how to 
address these additional complexities. This Reference Guide seeks to fill this gap, by providing 
infrastructure planners and policymakers with a document which explores, through a series of deep-
dives into actual cross-border projects, a range of the aforementioned issues and complexities 
throughout the project lifecycle, to provide guidance on how they might be dealt with. 
 
It seeks to complement the G20 DWG’s work on the topic, which focuses on the economics, development 
strategies and cooperation required to support connectivity infrastructure, with practical, project-level 
considerations throughout the project lifecycle. It also aims to address many of the G20 Quality 
Infrastructure Investment (QII) Principles, but predominantly Principle 1: Maximising the positive impact 
of infrastructure to achieve sustainable development and growth, through setting off a virtual circle of 
economic activities, and promoting sustainable development and connectivity. 
 
Mainstreaming regional connectivity through infrastructure is important for countries to achieve the 
SDGs and drive global economic growth. Our hope is that this Reference Guide will be a useful aid to 
infrastructure practitioners in addressing how to manage some of the challenges associated with the 
successful implementation of cross-border infrastructure projects.  
 
 



  

Cross-Border Infrastructure 
Reference Guide Draft consultation version 

 

3 
 

 

Table of Contents 
1 Introduction .................................................................................................................................................... 5 

2 Methodology .................................................................................................................................................. 7 

3 Definition of cross-border projects ............................................................................................................... 10 

4 Key considerations in delivering cross-border projects ................................................................................. 12 

4.1 Policy, planning and prioritisation frameworks for efficient regional cooperation ....................................... 13 

4.2 Legal, regulatory and stakeholder alignment to enable cross-border delivery ............................................. 23 

4.3 Optimising the financial structure to properly allocate risks and benefits ................................................... 33 

4.4 Establishing effective governance structures to drive a cross-border project ............................................... 43 

4.5 Efficient Management of a cross-border project over its lifecycle ................................................................ 49 

5 Appendix/Glossary ....................................................................................................................................... 59 

6 Key Literature ............................................................................................................................................... 61 

7 Reference List ............................................................................................................................................... 67 

 

Figures 
Figure 1: Reference Guide development process ………………………………………………………………………………… 7 
Figure 2: Growth trajectory for cooperative governance arrangements in a cross-border project …… 15 
Figure 3: TEN-T corridors ……………………………………………………………………………………………………………………… 19 
Figure 4: Guiding questions to determine the optimum stakeholder governance format ………………… 44 
Figure 5: An ownership model-contractual scheme for the Channel Tunnel cross-border  

infrastructure investment ……………………………………………………………………………………………………… 45 
Figure 6: The Rail Baltica project structure ………………………………………………………………………………………… 46 
Figure 7: Environmental and social impact aspects in the due diligence framework for  

cross-border projects ……………………………………………………………………………………………………………… 56 

Tables 
Table 1: Summary of Reference Guide case studies ……………………………………………………………………………….8 
Table 2: Overview of major risks and risk mitigation mechanisms in cross-border projects …………… 34 
Table 3: Case Study financial structures and sources ………………………………………………………………………… 39 
Table 4: Functions and responsibilities of intergovernmental governance bodies in the  

implementation of cross-border projects ……………………………………………………………………………… 46 
  



  

Cross-Border Infrastructure 
Reference Guide Draft consultation version 

 

4 
 

 

Boxes 
Box 1: From vision to reality, the Channel Tunnel and Øresund Fixed Link ……………………………………… 16 
Box 2: Joint long-term growth opportunities in the Coral Sea …………………………………………………………… 17 
Box 3: Bilateral cooperation on the Øresund Fixed Link project ………………………………………………………… 17 
Box 4: Economic opportunities for Lao PDR and China through High Speed Rail link ……………………… 18 
Box 5: The Belt and Road vision …………………………………………………………………………………………………………… 18 
Box 6: Projects of common interest by the European Commission …………………………………………………… 20 
Box 7: Cooperation in South America through COSIPLAN …………………………………………………………………… 21 
Box 8: The West Africa Power Pool ……………………………………………………………………………………………………… 21 
Box 9: The corridor context of the N4 Toll Route project ………………………………………………………………… 21 
Box 10: The IDB’s Mesoamerican Observatory on Freight Transport and Logistics ………………………… 22 
Box 11: The Treaty of Canterbury ………………………………………………………………………………………………………… 25 
Box 12: The Canada-Michigan Crossing Agreement …………………………………………………………………………… 25 
Box 13: Collaboration benefits through multi-level governance ………………………………………………………… 26 
Box 14: The Observatory on the Lyon-Turin line ………………………………………………………………………………… 27 
Box 15: 2017 Rail Baltica CBA ……………………………………………………………………………………………………………… 28 
Box 16: Sharing costs, benefits and mitigation measures in Itaipu …………………………………………………… 29 
Box 17: Role of the European Agency for the Cooperation of Energy Regulators ……………………………… 30 
Box 18: The East African Community Customs Union ………………………………………………………………………… 30 
Box 19: The ASEAN Single Window ……………………………………………………………………………………………………… 31 
Box 20: Hong Kong – Guangzhou High Speed Rail Customs point …………………………………………………… 31 
Box 21: Common safety standards for the Channel Tunnel ……………………………………………………………… 32 
Box 22: Technical standards for rail operations on the Øresund Fixed Link ……………………………………… 32 
Box 23: Corridor safety measures for cargo transport on the N4 Toll Route ……………………………………… 32 
Box 24: Approaches to environmental investigation in the Øresund Fixed Link ………………………………… 33 
Box 25: Traffic and demand risk mitigation in the N4 Toll Route Project …………………………………………… 35 
Box 26: Low feasibility of the Standard Gauge Railway Project in Eastern Africa ……………………………… 36 
Box 27: Mitigating currency risk on Nam Theun 2 ……………………………………………………………………………… 37 
Box 28: Currency risk management in the Gordie Howe International Bridge Project ……………………… 37 
Box 29: Divided financing on the Singapore - Malaysia Second Link ………………………………………………… 38 
Box 30: Rail Baltica EU financial structure …………………………………………………………………………………………… 40 
Box 31: Loan Guarantee Instrument for Trans-European Transport Network Projects (LGTT) ………… 41 
Box 32: Multi-donor special fund support for the Ruzizi III Hydroelectric Power Plant Project ………… 41 
Box 33: Sustainable governance through capacity building in the Coral Sea Cable System project … 49 
Box 34: Political coordination during the COVID-19 pandemic …………………………………………………………… 51 
Box 35: Channel Tunnel dealing with Brexit ……………………………………………………………………………………… 52 
Box 36: EGTC on the Rhine-Alpine Corridor ……………………………………………………………………………………… 53 
Box 37: SPV bankruptcy in the High-Speed Rail Perpignan–Figueres project …………………………………… 54 
Box 38: Conflict in the Itaipu Hydroelectric Dam project …………………………………………………………………… 54 
Box 39: Arbitration on cross-border issues in the Channel Tunnel …………………………………………………… 56 
Box 40: Approach to inclusivity and public outreach in Itaipu …………………………………………………………… 57 
Box 41: Environmental analysis, inclusivity and public outreach for the Gordie Howe Bridge ………… 57 
Box 42: Community participation in the N4 Toll Route project ………………………………………………………… 58 
Box 43: Knowledge transfer measures in the Addis Ababa-Djibouti Railway project ……………………… 58 

  



  

Cross-Border Infrastructure 
Reference Guide Draft consultation version 

 

5 
 

Part A: Guidance 
1 INTRODUCTION  

Cross-border infrastructure projects are complex across many dimensions. By the very nature of 
traversing the territory of two or more countries, they are difficult to plan, manage, finance and execute. 
 
There is a wealth of accumulated global experience on the topic of cross-border infrastructure – an 
important resource of knowledge to be investigated, promoted and widely shared. Much of the literature 
highlights the additional challenges associated with the planning and delivery of cross-border 
infrastructure projects, yet very few sources address how to address such challenges. 
 
The Global Infrastructure Hub (GI Hub) has a mandate to address information asymmetries and identify 
knowledge tools that will assist countries in dealing with frequently encountered but challenging issues 
in infrastructure delivery. One of the measures sought by the GI Hub to enhance capability within 
governments and infrastructure organisations in policy, planning, preparation and delivery is to have a 
closer look at the cross-border infrastructure praxis.  
 
The OECD has found a substantial projected investment gap in transport connectivity infrastructure in 
developing countries, with current spending levels (as of 2015) meeting only 42% of estimated 
investment need1.  The GI Hub and EDHEC Infrastructure Institute’s Annual Global Infrastructure 
Investor Survey (2019) highlighted that 80% of investors want to increase their investment into 
infrastructure, an increase from 65% in 20162, which demonstrates a clear desire from investors to help 
close the spending gap, provided that they consider the projects to be bankable. 
 
Cross-border infrastructure projects (hereinafter referred to as cross-border projects) generally require 
the same elements as national-level projects to achieve bankability, but these elements are amplified 
by the scale of the project and a wider range of actors. All countries need to be involved to ensure 
coordinated planning, policy and prioritisation frameworks, a harmonised legal and regulatory 
environment, optimum financing models, effective governance mechanisms, and functional 
management across the project lifecycle.   
 
The purpose of this guide (referred to herein as the Reference Guide), developed in conjunction with 
Ramboll, is to assist infrastructure policy makers and practitioners in managing the aforementioned 
additional considerations which arise in projects that cross national boundaries. The guide presents 
leading practices in resolving the related challenges based on a comprehensive literature review, 
knowledge and experience on cross-border projects, and a selection of cases across a range of 
jurisdictions. It is intended to provide examples of leading practices in addressing the how question in 
developing, managing and implementing cross-border infrastructure3. 
 
 

 
1 Enhancing Connectivity Through Transport Infrastructure:  The Role of Official Development Finance and Private Investment, Kaori 
Miyamoto (January 2018) - http://www.gica.global/sites/gica/files/Kaori-Miyamoto-GICA-Financing-Infrastructure-Slides.pdf 

2 This was an increase from 2016, but a decrease from the 2017 survey, which showed that 90% of investors wanted to increase 
their infrastructure investment allocation. The decrease from 2017 to 2019 can be explained by waning appetite to invest in 
emerging markets, perhaps due to a lack of bankable projects. 

3 For the purpose of this guide, the examples of cross-border infrastructure will refer to projects that have a physical footprint 
which crosses countries’ borders and essentially fall into the category of economic infrastructure. 
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1.1 Structure of this Reference Guide 

This Reference Guide consists of two parts: 
 
Part A: Guidance. This section provides readers with guidance on how to manage key challenges 
associated with the development of cross-border infrastructure, illustrated by real-world examples of 
best practice and lessons learned. It first outlines the methodology used to develop this Reference Guide, 
starting from an overview of existing technical resources and analytical frameworks. The section then 
discusses the concept of a ‘cross-border infrastructure project’ and reflects on the challenges related to 
the involvement of two or more countries in a joint undertaking. Next, this section explores in detail the 
key considerations to take account of in delivering cross-border projects, and provides a summary of 
leading practices in dealing with cross-border related considerations and challenges, based on: 
 

• the desktop review of about 70 literature sources, including documentation maintained by the 
GI Hub, such as articles and blog posts on financing cross-border projects, as well as web 
resources browsed in connection to the assignment 

• conclusions from seven case studies on cross-border energy, transport and ICT infrastructure 
projects sourced from a variety of locations and jurisdictions across the world. 

 
 
Part B: Case studies This section provides readers with practical examples of successful cross-border 
projects which may be able to be replicated, as well as lessons learned, to further illustrate the guidance 
provided in Part A.   

1.2 Acknowledgements 

This Reference Guide reflects practical experience with projects representing various geographies, 
thematic fields and jurisdictions based on contributions from project owners (government department 
or 
public sector authority), financers and operators, who provided permission to use project content and 
reviewed the case study reports. 
 
The GI Hub team comprised Morag Baird, Maud de Vautibault, Stephanie Barker and Michael Twycross. 
GI Hub engaged a team of experts from Ramboll to help undertake research and development of the 
Reference Guide. The Ramboll team included Wiktor Szydarowski, Erik Hedman, Karolina Wrona, Karen 
Wanner, Richard Sprosen, Von Lopez-Levine, Elodie Papin, Samy Porteron and Bok Wee Leow.  
 
In the drafting process, an online survey was organised to supplement findings in the Reference Guide 
based on further success stories with cross-border projects identified by targeted stakeholders 
representing 20 countries and with backgrounds in transport, energy, water and waste, social 
infrastructure and ICT.  
 
The final draft of the Reference Guide was available for further comment and inputs for an open 
consultation period of three weeks. 
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2 METHODOLOGY  

The Reference Guide has been developed based on desktop research of the existing literature resources 
and in-depth study on real examples of significant cross-border projects. The steps leading to the 
development of this Guide are presented in Figure 1 and subsequently elaborated on. 
 

 
Figure 1:  Reference Guide development process 

2.1 Overview of existing technical resources  

This step began with desktop research to create a stock of existing literature on cross-border 
infrastructure consisting of guidelines, handbooks, toolkits and study reports. The list of key literature 
resources can be found in the Appendix of this Guide. All listed resources were then thoroughly reviewed 
to gauge the accumulated practical guidance in delivering cross-border projects. The review outcomes 
were categorised in sections, containing observations on the publication date, the cross-border context, 
sectoral coverage, geographical focus and the thematic content of each source screened.  

2.2 Identification of key considerations 

The findings from the literature review were then collated through a dedicated analytical framework to 
ensure a comprehensive and systematic approach to refining the gathered information. The five 
evaluation criteria – relevance, effectiveness, efficiency, impact and coherence – were then further 
detailed through filtering questions and indicators in order to identify synergies, overlaps and gaps in 
the coverage of thematic fields between the sources. The analysis of those helped determine the key 
considerations in delivering cross-border projects.  

2.3 Selection of case studies 

The evaluation and analysis of the literature produced the case study selection criteria for in-depth 
investigation. Requirements of the case studies included: 

• offering the future cross-border project initiators, owners and managers good project practice, 
demonstrated particularly in difficult planning, procurement and delivery environments (e.g. due to 
significantly different legal or political conditions across the border) 

• be already operational or at least in an advanced construction stage with close and realistic 
completion 

• cover all infrastructure sectors of relevance to the project scope 
• represent all continents where cross-border projects currently exist (Europe, Asia, Africa, North 

America, South America, Oceania) 
• demonstrate coordination between countries of both same and different types of legal jurisdictions 

(e.g. civil law and common law), and 
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• sufficient accessibility of literature references and availability of stakeholders for communication on 
the project case studies.  

 
The Reference Guide references 21 projects, programs and policies along with the seven case studies 
ultimately chosen for detailed analysis. Their main characteristics are given in Table 1.  
 

Table 1: Summary of the Reference Guide case studies 

 Status Legal 

jurisdiction 

Sectoral coverage Geographical focus 

 

U
n

d
er 

 

O
p

eration
al 

S
am

e 

D
ifferen

t 

R
ail 

R
oad

 

 P
ip

elin
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Electricity 

Telecom
 

Eu
rop

e 

A
sia 

A
frica 

N
orth

 A
m

erica 

S
ou

th
 A

m
erica 

O
cean

ia 

Øresund 
Fixed Link 
(Denmark
-Sweden) 

 X X  X X    X      

The 
Channel 
Tunnel 
(UK-
France) 

 X  X X     X      

N4 Toll 
Route 
(South 
Africa-
Mozambiq
ue) 

 X  X  X      X    

Addis 
Ababa–
Djibouti 
Railway 
(Ethiopia-
Djibouti) 

 X  X X       X    

Gordie 
Howe 
Internatio
nal Bridge 
(USA-
Canada) 

X  X   X 

 

      X   

Itaipu 
Hydroelect
ric Dam 
(Brazil-
Paraguay) 

 X X     X      X  

Coral Sea 
Cable 
System 
(Australia-
Papua 
New 
Guinea-
Solomon 
Islands) 

 X  X     X      X 

 
Note that the lack of a case study in Asia or on a pipeline project was a result of the options and resources available 
and accessible during development of the Reference Guide. Nevertheless, the Reference Guide refers to several Asian 
examples throughout.   
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2.4 Development of case studies 

Case study development started with desktop research of available information on the project, which 
was then structured under three main project lifecycle sections: development, financing, and 
management, in a synopsis document. Phone interviews were then conducted with project stakeholders 
(owners, managers and/or team members) to address any identified data inconsistencies. The research 
and interview findings were then drafted into case study reports which followed the same overall 
structure as the synopsis documents. 
 
The draft case study reports were circulated to the interviewed stakeholders for their validation and 
acceptance. Key learnings from managing the key considerations in the studied cross-border projects 
were incorporated in the Reference Guide.  

2.5 Consultative Survey 

Due to the outbreak of the COVID-19 pandemic, the consultative workshop planned as part of the 
communication and consultation activities on the draft findings in the Reference Guide was replaced 
with an online survey. The purpose of the survey was to validate the draft findings of the Reference 
Guide and to collect further key learnings and success stories in developing cross-border projects across 
the world. The online survey was distributed to a broad group of policy makers, industry experts and 
project stakeholders across public and private sector organisations. The ITF, OECD Infrastructure 
governance network, TenT, GICA were among the panel of key interviewed stakeholders. 
A public consultation period was also held whereby stakeholders could provide feedback on the draft 
Reference Guide. Feedback and additional inputs from the public consultation were then integrated into 
the Reference Guide.  

2.6 Writing of the Reference Guide 

Outcomes of the literature research, case study investigation and interaction with public and private 
sector stakeholders engaged in developing and implementing cross-border projects were structured in 
the Reference Guide. Sections are structured around five key considerations in managing cross-border 
infrastructure projects. These are illustrated by text Boxes with real-life policy and project examples. As 
well as the seven full project case studies found in Part B. Whilst the Reference Guide provides 
infrastructure policy makers and practitioners with key learnings from many jurisdictions and sectors, it 
does not offer strong recommendations on the implementation or delivery of cross-border projects and 
is not intended to be a step-by-step toolkit.  
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3 DEFINITION OF CROSS-BORDER PROJECTS  

Defining cross-border projects is not straightforward. At one end of the spectrum, there are projects 
where the physical infrastructure assets are located in more than one country. At the other, there are 
projects physically present only in one country, but which have a considerable impact in another. Such 
projects are outside the terms of reference for this guide.  
 
In the middle, however, are more complex arrangements, which are part of a network of projects with 
potential cross-dependencies and in which there is a cross-border element. Such projects can involve 
power pools based on a series of cross-border transmission assets, enclave generation projects with 
dedicated transmission links and water basin dam and irrigation projects. The greater the inter-country 
dependencies, the more challenging the funding and financing of such projects, as well as their 
governance.  
 
For the purpose of this guide, we adopt a functional definition which states that: 
 

1. Cross-border projects have a physical footprint which crosses countries’ borders (such as road, 
railways, water systems, crossings, pipelines or transmission cables etc.), as opposed to projects 
with a regional dimension but a footprint in only one country (such as airports). 

2. They aim to deliver reliable, sustainable and resilient infrastructure linkages through not only 
the physical asset but broader regional economic, technical, and social, cooperation and 
integration.  

3. They are recognised by some distinctive locational, contextual cooperation- and risk-related 
features. 

 
The key features of cross-border projects include: 

LOCATION 
They traverse the territory or two or more countries and enable their physical 
connectivity.  

DEVELOPMENT CONTEXT 
By connecting the communities across the borders, they may boost growth 
opportunities as they give ground to knowledge diffusion, technology transfer 
and cultural exchange. 

COOPERATION 

They require intergovernmental arrangements to generate wider economic 
benefits in the entire cross-border area and contribute to regional integration. 
They generally require a higher level of coordination than purely domestic 
projects. 

AUGMENTED RISK PROFILE 

While they generally also require the same elements as national-level projects 
to achieve bankability and have many of the same risks, these elements are 
amplified by the scale of the project, a wider range of actors involved and the 
harmonisation of rules and regulatory frameworks required. 
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3.1 Added value of cross-border projects 

Diversity and accessibility of countries to the global economy, trade, new ideas and education require 
cross-border infrastructure. This is critical for emerging economies as much as developed economies 
and has become even more pronounced during the COVID-19 pandemic. 
 
Several intergovernmental networks and international financing institutions, such as The Asian 
Development Bank (ADB), The United Nations Economic and Social Commission for Asia and the Pacific 
(UNESCAP), the European Commission and Nordregio, have reflected on value-added aspects of cross-
border projects 4:  

• They create value (so called cross-border externalities) through integration of markets and 
connecting communities beyond what could be caused by a simple collection of national projects. 

• Typically, they have larger payoffs, as they generate considerable spill-over effects accruing to 
all participating countries. 

• They lead to interlinked production networks and facilitate international trade while allowing 
investments and ideas to travel across countries. 

• They help enhance cross-border movements, which leads to extended academic and labour 
markets and to enabled international infrastructure corridors for long-haul traffic. 

• They have been found to have both direct and indirect links to poverty reduction. Direct beneficial 
links include the creation of employment and better access to markets, health services and 
education, whereas indirect linkages include increases in productivity and income growth. 

 
To illustrate, through a cross-border project on a transport corridor, a landlocked country can gain 
access to ports for its overseas trade, and thereby become a part of the “just-in-time” production and 
shipping network. Connecting to high-growth economies and global industrial chains can open doors for 
new and large export markets, which, along with access to new technology and ideas, can trigger 
industrial growth and job creation. The potential benefits of the cross-border project do not just rest 
with its parties but are expanded to all countries on the corridor.  

Despite the typically augmented risk profile of cross-border projects, there are numerous benefits for 
investors in financing such projects, including access to a bigger market and potentially a more attractive 
demand risk profile. Multiple empirical studies have shown that there are opportunities in upgrading 
cross-border infrastructure, including benefits for trade and economic growth, which will trigger further 
demand for better connectivity5, and hence, more opportunities for investment. The keys to attracting 
private finance are well-structured projects, as well as trust in the regulatory frameworks of the 
countries involved. MDBs can sometimes act as the trusted brokers in cross-border projects by bridging 
the gap between parties and providing assurance on rules and regulations (refer to Section 4.1.3 for 
more detail on the role of MDBs). 
 
There are also some aspects to cross-border projects that could help address underlying issues of 
creditworthiness, in a way that purely national projects cannot. For example, greater traffic flows arising 
from increased connectivity can reduce traffic demand risk associated with roads and railway projects if 
shared by more than one country, such as through a transport corridor.  Similarly, regional power pools 
can reduce the reliance of Independent Power Producers (IPPs) on a single off-taker6, increasing the 

 
4 See the reference list for the sources of information in the bullet points. 
5 Cross-Border Infrastructure Connectivity: Needs, Facts and Challenges, ADB Institute (December 2016) - https://www.oecd.org/daf/fin/private-
pensions/Matthias-Helble-ADBI.pdf 

6 Mobilising Finance for Infrastructure: A Study for the UK Department for International Development (DFID) (August 2015) 
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market and decreasing the risk for investors, while creating more robust systems with the potential to 
lower capital investment requirements and reduce system operating costs. 
 

4 KEY CONSIDERATIONS IN DELIVERING CROSS-BORDER 
PROJECTS 

Even though cross-border projects have large externalities and can generate significant socio-economic 
benefits for the countries concerned, they are often more complex than national projects due to, among 
other things, their often extensive scale and increased risk.  
 
Cross-border projects work across multiple jurisdictions that may significantly differ and engage a wider 
range of stakeholders. On top of the constructed infrastructure (the hardware), cross-border projects 
add the software layer of political agreements, legal and regulatory frameworks, financial models, and 
operational rules and standards that need to be homogenous or at least harmonised between the 
countries involved.  
 
This Reference Guide will explore some of the key considerations in cross-border projects throughout 
the following sections. 
 

 1. Policy, planning and prioritisation frameworks for efficient regional cooperation 
 
Cross-border infrastructure has a clear political dimension and cross-border projects may raise politically 
sensitive issues, like concerns about imbalance of power, unequal economic gains and concerns over 
project time and cost, or negative externalities. The literature shows that cross-border projects are often 
low-prioritised by states on account of, among other things, expected uncertainties associated with 
arduous planning processes and complicated coordination. 
 
This section covers good practice in frameworks and strategies to articulate a vision based on mutual 
development goals, prioritise projects to achieve shared benefits, and ensure appropriate institutional 
capacity. 
 

 2. Legal, regulatory and stakeholder alignment to enable cross-border delivery 
 
The involvement of more than one jurisdiction multiplies the risk and the subsequent complications, as 
exemplified with one participating country deciding to reduce or suspend road tolls on a transnational 
highway. Also, due to different regulatory frameworks, the participating countries might favour 
divergent approaches to tendering and procurement, for example, and this misalignment could cause 
serious delays at various points during a project. 
 
This section highlights good practice in ensuring a coordinated enabling environment for cross-border 
project delivery through the use of intergovernmental project agreements, targeted and broad 
stakeholder engagement, the assessment of mutual costs and benefits using a cost-benefit analysis, 
and the harmonisation of rules and regulations. 
 

 3. Optimising the financial structure to properly allocate risks and benefits 
 
Cross-border projects are capital-intensive, have high risk profile and high transaction costs, and often 
encounter difficulties in financially structuring the project due to their augmented risk profile. This results 
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from the inter-dependencies inherent to such projects but also the asymmetry of the countries’ economic 
strength, sovereign rating and regulatory framework, the uneven distribution of costs, benefits and risks 
between the different stakeholders, as well as an exposure to different administrative and financing 
mechanisms in the countries concerned.  
 
This section considers the various barriers and risks in financing cross-border projects – focusing in 
particular on currency risk mitigation as well as the options available to ensure a viable financial 
structure. 
 

 4. Establishing effective governance structures to drive a cross-border project 
 
With no agreed project governance structure to address all these challenges, accomplishing durable 
benefits out of the cross-border project across its lifecycle will be impossible. A governance body should 
reflect the project’s context and the broader development goals to be achieved by building the 
infrastructure. 
 
This section addresses the assessment of the project landscape to choose the most appropriate 
governance format, establishment of the governance body, including examples from the case studies, 
and ensuring adequate capacity within the project structure to successfully deliver the project. 
 

 5. Efficient management of a cross-border project over its lifecycle 
 
In a multi-stakeholder landscape with formal parties, engaged organisations and interest groups 
involved, a cross-border project may face diverse and sometimes changing commitments. Cross-border 
projects are also more susceptible to changes in legal frameworks, competing priorities and agendas, 
and limited mandates and budget capacities to offer to the project, some of which may result in disputes. 
Furthermore, cross-border project owners must strive to manage and maintain social licence throughout 
the project lifecycle, which is not an easy feat due to some of the aforementioned risks and challenges. 
 
This section discusses flexibility in governance structures, the resolution of operational risks and 
contractual disputes, such as project insolvency, and the consideration and mitigation of social, 
environmental and cultural impacts to achieve and maintain social licence. 
 
These sections organise key learnings in each of the project lifecycle phases based on the literature 
review and the case studies on cross-border projects.  

4.1 Policy, planning and prioritisation frameworks for efficient regional 
cooperation 

This section covers good practice in policy and planning frameworks between the countries concerned 
which enable efficient cooperation and the achievement of mutual goals and objectives. These 
frameworks are essential to: 
 

• Identify national and regional goals and objectives, and articulate these into a political vision 
(Section 4.1.1.) 

• Prioritise projects which can help achieve this vision within the context of national and regional 
infrastructure plans and broader economic development strategies (Section 4.1.2), and 
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• Ensure appropriate institutional capacity required to deliver infrastructure projects or programs 
in line with the aforementioned development strategies (Section 4.1.3). 

 
Such frameworks are particularly pertinent where multiple national laws, regulations and decision-
making bodies are involved. Not only can such frameworks lead to the implementation of a successful 
cross-border infrastructure project which achieves development outcomes for all countries involved, but 
they can also contribute to the achievement of broader wider-economic-benefits and investment spill-
overs.  
 

 
 
 
4.1.1 Identifying a political vision based on mutual development goals 
 
It is critical that there is first a joint political vision for the project built on the policies and priorities of 
the project partners (refer to Figure 2). The idea of a cross-border project theoretically starts with an 
individual (or champion), within a government department or even outside of government, who creates 
a vision and advocates for the development of a piece of infrastructure connecting the countries in 
question and who then establishes support amongst top-level decision-makers and other key 
stakeholders. This vision, and the narrative used to establish support, is borne from the project’s 
purpose, whether it be geostrategic, trade, economic or political friendship etcetera (refer to Section 
4.2.2 Getting the right stakeholders in the room for further detail on champions). 
 
If there is sufficient support for the project vision amongst the right people from both countries, the 
project idea then enters the planning stage, where it is positioned against the backdrop of governmental 
and intergovernmental development priorities and perceived benefits.  

SUMMARY OF KEY LEARNINGS  

The key learnings demonstrate that best practice in cross-border projects involves governments 
considering: 

• A cross-border project requires a shared vision that addresses mutual development goals. A 
project ‘champion(s)’ can help advocate for the project using this vision and can be an 
effective avenue for developing the project. 

• Higher-level frameworks should be implemented to identify priority projects for the countries 
or regions involved within their respective development strategies, in conjunction with 
bilateral and multilateral trading agreements, and to optimise coordination. 

• Cross-border projects require dedicated resources and coordinated planning between 
countries. This institutional capacity and coordination between countries needs to be 
maintained throughout the project lifecycle. International bodies, such as MDBs and IOs, can 
help supplement and develop the institutional capacity of countries to deliver cross-border 
projects. 
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Figure 27. Growth trajectory for cooperative governance arrangements in a cross-border project.  

In reality, the individual who creates the vision is not often the eventual champion(s) who helps bring 
the project to fruition. Cross-border projects (like any infrastructure project) can have long lead times 
and can go through several iterations of design and purpose, particularly those that are transformative 
or ‘futuristic’8. Good examples of this are the crossings of the English Channel and Øresund Sound (refer 
to Box 1: From vision to reality, the Channel Tunnel and Øresund Fixed Link). These examples show 
that building in flexibility, where possible, into a project’s governance structure is essential to ensuring 
the project can adapt to a changing environment.  
 
 
 

 
7 Szydarowski W., Tallberg P, 2013, Multi-level governance. European experience and key success factors for transport corridors and transborder 

integration areas. Task 3.2 report. BSR TransGovernance project, amended, https://scandria-

corridor.eu/index.php/en/component/phocadownload/category/18-bsr-transgovernance  
 
8 For a more detailed look at the future of Infrastructure and the megatrends shaping the industry, refer to GI Hub’s Infrastructure Futures Report 

https://scandria-corridor.eu/index.php/en/component/phocadownload/category/18-bsr-transgovernance
https://scandria-corridor.eu/index.php/en/component/phocadownload/category/18-bsr-transgovernance
https://www.gihub.org/futures/
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A cross-border project may become transformative for several reasons. Examples include:  

- Enabling economic growth of the partner country or countries that might have otherwise 
disbursed limited national resources for infrastructure investments (refer to Box 2: Joint long-
term growth opportunities in the Coral Sea).  

- Being a catalyst for development in a wider geographical area when set in the context of building 
a functional cross-border region (refer to Box 3: Bilateral cooperation on the Øresund Fixed 
Link) or a spatial development corridor (refer to Box 9: The corridor context of the N4 Toll Route 
project). 

- Significantly boosting the national income of the partner country or countries provided the 
investment effects are strengthened by regulatory reforms and improvements to ancillary 
infrastructure (refer to Box 4: Economic opportunities for Lao PDR and China through High 
Speed Rail link). 

Box 1: From vision to reality, the Channel Tunnel and Øresund Fixed Link 

While both projects were completed near the turn of the millennium, visions for the Channel Tunnel and Øresund 
Fixed Link were first proposed in the 1800s.  
 
The Channel Tunnel was first proposed in 1802, with Napoleon III and Queen Victoria even approving a design in 
1867 and attempting construction in 1880 before dropping the project due to safety concerns. Several more 
proposals were raised over the next 150 years before François Mitterrand and Margaret Thatcher championed the 
idea again in the 1980s. Construction was completed in 1994. 
 
The Øresund Fixed Link we know today could have been very different if the first proposal given to the King of 
Sweden Karl XV in 1865 was pursued, as it was solely a tunnel instead of a mix of bridge and tunnel. The Fixed 
Link today was developed through proposals first sought in the 1930s and 1950s. The First Nordic Council 
meeting in 1953 saw political support for the project firm and in 1973 an initial agreement to construct the link 
was signed between Denmark and Sweden. However, due to economic, energy and political crises affecting both 
countries, plans to construct the Fixed Link came to a standstill. Eventually in 1991 the two governments signed 
a new agreement to build the project. Construction was completed in 2000. 
 
See the Channel Tunnel and Øresund Fixed Link Case Studies in Part B and xx respectively for further detail on 
these projects. 
 
Source : http://www.omegacentre.bartlett.ucl.ac.uk/wp-
content/uploads/2014/12/SWEDEN_ORESUND_PROFILE.pdf  
 
 

http://www.omegacentre.bartlett.ucl.ac.uk/wp-content/uploads/2014/12/SWEDEN_ORESUND_PROFILE.pdf
http://www.omegacentre.bartlett.ucl.ac.uk/wp-content/uploads/2014/12/SWEDEN_ORESUND_PROFILE.pdf
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4.1.2 Prioritising projects through frameworks to achieve mutual development 

goals 
 
To formulate and achieve the mutual development goals established in the vision for the project, higher-
level cooperation frameworks are an important component. These frameworks usually work with 
bilateral and multilateral trading agreements, multi-target action plans, and implementation and funding 
programs, which may underpin broader multi-country cooperation arrangements that will facilitate 
cross-border infrastructure projects. They therefore are based on a common development vision or set 
of objectives. 
 

Box 2: Joint long-term growth opportunities in 
the Coral Sea 

For Papua New Guinea and Solomon Islands, the Coral Sea Cable 
System project (CS2) has the potential to be transformative for 
economic growth. Rendering access to cheaper, faster and more 
reliable internet services, it is expected to boost development 
opportunities for local businesses and communities of the two 
countries.  
 
Through the complementary domestic network, key provincial 
centres should benefit from the international cable system to 
extend the economic and social benefits of high-speed internet to 
the Solomon Islands’ highly dispersed population. In Papua New 
Guinea, the CS2 is part of the vision to achieve stability in 
connecting the country to the international network by means of 
various backup options and to improve domestic connectivity 
 
See the Coral Sea Cable System Case Study in Part B for further 
detail on this project. 
 
 

Box 3: Bilateral cooperation on 
the Øresund Fixed Link project 

Denmark and Sweden decided to work 
together on the Øresund Fixed Link project 
sharing the vision of the investment as a 
catalyst for development in the entire 
cross-border region.  
 
The joint investment led to benefits on 
both sides of the border. While the Danish 
economy gained from an inflow of labour 
force, the Swedish economy took 
advantage of the reduced unemployment 
and an influx from capital for housing 
development in the Swedish part of the 
region.  
 
See the Øresund Fixed Link Case Study in 
Part B for further detail on this project. 
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In many cases, higher-level cooperation 
frameworks with a goal to increase regional 
integration and connectivity have proven very 
important in overcoming countries’ reluctance 
to develop cross-border projects. They 
demonstrate a coordinated method of 
prioritising infrastructure projects and 
sustaining commitment, with due attention to 
the soft dimension of investments, including 
procedures, regulations, tariffs and other rules 
applicable to trade and logistics services (refer 
to Box 4: Economic opportunities for Lao PDR 
and China through High Speed Rail link). 
 
Cooperation frameworks may have a global 
dimension, such as the Belt and Road Initiative 
(refer to Box 5: The Belt and Road Vision 
above), a continental dimension, such as the 
TEN-T framework or the PCI (refer to Box 6: 
Projects of common interest by the European 
Commission), or a regional dimension (refer to 
Boxes 7 and 8 on COSIPLAN and the West 
Africa Power Pool). 
 
 

 
 
One of the major corridor network programs in Europe is the TEN-T and TEN-E programs. These 
programs aim to improve within the European Union connections between different modes of transport 
as well as energy infrastructure.  
 
The EU support for development in these corridors will connect regions currently isolated from European 
energy markets or transport connections, strengthen existing cross-border interconnections, and help 
integrate renewable energy.  

Box 5: The Belt and Road vision 

The Belt and Road Initiative (BRI) is a visionary framework initially aimed to improve infrastructure links in 
participating economies which represent more than one-third of global GDP and over half of the world’s population. 
 
Whilst it is considered to be an initiative focused on attracting further investment into infrastructure, President Xi of 
China has stated the overall objectives and scope are much broader: ”…we hope to achieve policy, infrastructure, 
trade, financial, and people-to-people connectivity and thus build a new platform for international co-operation to 
create new drivers of shared development”. 
 
Whilst there are undoubtedly geopolitical motivations associated with the BRI, the achievement of mutual benefits, 
such as shared development goals and better global integration, is also a key objective of the development 
strategy. 
 
Source: https://www.oecd.org/finance/Chinas-Belt-and-Road-Initiative-in-the-global-trade-investment-and-
finance-landscape.pdf 

Box 4: Economic opportunities for Lao PDR 
and China through High Speed Rail link 

The Lao-China High Speed Railway is part of the BRI. A study 
by the World Bank estimates that the link could increase Lao 
PDR’s aggregate income by up to 21% over the long term if 
the Lao Government implements regulatory framework 
reforms and improvements to ancillary infrastructure. These 
include developing logistics services, removing restrictions to 
entry and competition in the transport market, allowing 
access to rail infrastructure, and improving customs and 
border crossing procedures to reduce border delays. 
 
Additionally, if the reforms are successfully implemented, the 
project could result in significantly lower land transport prices 
for both countries, with reductions of 40-50% between 
Vientiane and Kunming, China. 
 
Source : 
https://www.worldbank.org/en/country/lao/publication/transf
orming-lao-pdr-from-a-land-locked-to-a-land-linked-economy  
 

https://www.oecd.org/finance/Chinas-Belt-and-Road-Initiative-in-the-global-trade-investment-and-finance-landscape.pdf
https://www.oecd.org/finance/Chinas-Belt-and-Road-Initiative-in-the-global-trade-investment-and-finance-landscape.pdf
https://www.worldbank.org/en/country/lao/publication/transforming-lao-pdr-from-a-land-locked-to-a-land-linked-economy
https://www.worldbank.org/en/country/lao/publication/transforming-lao-pdr-from-a-land-locked-to-a-land-linked-economy
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Projects on this network are eligible to receive EU grants, as a rule in a form of co-financing, notably 
from the TEN-T Programme (Multi-Annual Work Programme and Annual Work Programme), Cohesion 
funds, and other financial support such as the Connecting Europe Facility for transport (CEF) or European 
Investment Bank loans or guarantees. The Trans-European Transport Network Executive Agency (INEA), 
established by the European Commission, is responsible for managing the technical and financial 
implementation of the Trans-European Transport Network (TEN-T) programme. 
 
A list of common 30 priority infrastructure transport projects has been established by the member state. 
The Øresund Fixed Link presented in the cases studies was one of the flagship projects. 
 

 
Figure 3: TEN-T corridors (http://ec.europa.eu/)  

Key cross-border energy infrastructure projects located on one of the nine TEN-E corridors can apply 
for Project of Common interest (PCI) status and benefit therefore from an accelerated permit granting 
process and improved regulatory treatment (refer to Box 6: Projects of common interest by the 
European Commission). 

http://ec.europa.eu/
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Box 6: Projects of common interest by the European Commission 

The European Commission and its executive agencies adopted the term of ‘project of common interest’ 
(PCI) to denote key cross border infrastructure projects that link the energy or transport systems of EU 
countries. They are intended to help the EU achieve its transport and/or energy policy and climate objectives, 
with the long-term decarbonisation of the economy in accordance with the Paris Agreement.  
 
For example, in the energy sector, to be denoted a PCI, a project must: 
 

• have a significant impact on energy markets and market integration in at least two EU countries  
• boost competition in energy markets and help the EU's energy security by diversifying sources, and 
• contribute to the EU's climate and energy goals by integrating renewables. 
 

The selection process gives preference to projects in priority corridors, as identified in the Trans-European 
Networks for Energy (TEN-E) and Transport (TEN-T) programs. 
 
PCIs may benefit from: 
 

1. accelerated planning and permit granting 
2. a single national authority for obtaining permits 
3. improved regulatory conditions 
4. lower administrative costs due to streamlined environmental assessment processes 
5. increased public participation via consultations  
6. increased visibility to investors and 
7. the right to apply for funding from the Connecting Europe Facility (CEF). 

 
The Celtic Interconnector between Ireland and France is an example of a PCI project which has benefited from 
CEF funding during the feasibility, initial design and consultation, and detailed design and construction phases, 
receiving a total of EUR 537.5 million in funding as of October 2019. 
 
Source : https://ec.europa.eu/energy/topics/infrastructure/projects-common-interest_en 
 

https://ec.europa.eu/energy/topics/infrastructure/projects-common-interest_en
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One of the prominent versions of such frameworks are corridor management bodies, such as the 
Maputo Corridor Spatial Development Initiative (refer to Box 9: The corridor context of the N4 Toll 
Route project). Their added value lies, among other things, in positioning the specific cross-border 
investment in a broader geographical context. This is particularly true for landlocked countries as they 
generally rely on cross-border infrastructure investments, or even on investments on the corridor in 
the neighbouring or more distant country, to be able to access international markets and products.  
 

 
 
 
  

Box 7: Cooperation in South 
America through COSIPLAN 

The South American Council of Infrastructure and 
Planning (COSIPLAN) is the cooperation forum among 
12 Union of South American Nations (UNASUR) 
Member States to boost the integration of regional 
infrastructure. The Council aims, among other things, 
to: 
 
• Promote regional connectivity by building 

infrastructure networks 
• Design regional planning strategies for the 

development of infrastructure, and 
• Identify and encourage the execution of 

integration priority projects. 
  

To accomplish the objectives, COSIPLAN designed its 
first Strategic Action Plan for 2012-2022 with a series 
of actions executed through annual work plans 
approved by the COSIPLAN Ministers. 

 
Source :  http://www.cosiplan.org/  
 

Box 8: The West Africa Power Pool 

The West Africa Power Pool (WAPP) was created 
to coordinate power exchange among 15 member 
countries of the Economic Community of West 
African States (ECOWAS).  
 
The WAPP aims to integrate the national power 
systems into a unified regional electricity market, 
with the ultimate goal of providing regular and 
reliable energy at competitive cost to the 
citizenry of the ECOWAS region in the medium 
and long term. 
 
The CLSG Interconnector Project, which runs 
through Cote d’Ivoire, Liberia, Sierra Leone and 
Guinea, was accelerated as a priority project 
within the 2012 ECOWAS WAPP Master Plan, due 
to its anticipated impact on fostering regional 
economic growth. 
 
Source : www.ecowapp.org  
 
  

Box 9: The corridor context of the N4 Toll Route project 

The N4 Toll Route project enhances economic cooperation between the neighbouring countries of South Africa 
and Mozambique, but also has wider ramifications for other regional Southern African Development Community 
(SADC) countries.  
 
The rehabilitation of the N4 Route was set in the context of development corridor, with the project being an 
essential element of the Maputo Corridor Spatial Development Initiative (SDI). The SDI program used public 
resources to leverage private investments in regions with a high potential for economic growth.  
 
See the N4 Toll Route Case Study in Part B for further detail on this project 
 
 

http://www.cosiplan.org/
http://www.ecowapp.org/
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4.1.3 Ensuring appropriate institutional capacity to deliver a project vision 
 
A conducive enabling environment for infrastructure investment is often a key differentiating factor in 
the successful delivery of a cross-border project and this relies significantly on sufficient institutional 
capacity and the ability of public institutions to prioritise, plan, and deliver infrastructure projects9. 
 
To help optimise institutional capacity to deliver projects, governments can look to utilise frameworks 
to prioritise strategically important projects. Many governments create a centralised agency tasked with 
the translation of medium- to long-term infrastructure plans into a prioritised pipeline of projects. In 
other cases, the function of preparing medium- and long-term plans is vested with external specialised 
organisations. These agencies can be established for cross-border specific purposes. For example, one 
of the specific objectives of COSIPLAN (refer to Box 7: Cooperation in South America through 
COSIPLAN) is to “consolidate the Project Portfolio for the Integration of the South American Regional 
Infrastructure”. The COSIPLAN Project Portfolio currently includes 581 integration projects throughout 
the region, for which the body aims to obtain political support and viable financing conditions10. 
 
Where this prioritisation function is not anchored in a capable and empowered institution, multilateral 
development banks (MDBs) and International Organisations (IOs) can help to address capacity 
challenges, through initiatives such as Project Preparation Facilities (PPFs) and observatories (refer to 
Box 10: The IDB’s Mesoamerican Observatory on Freight Transport and Logistics), amongst others. 
Through these entities, MDBs may offer anything from upstream technical assistance to create a 
conducive enabling environment, to downstream project preparation support. Refer to Section 4.3.2.2 
on the role of MDBs and IOs with respect to financial support for infrastructure projects. 
 
Other IOs, such as the Global Infrastructure Connectivity Alliance (GICA), offer capacity building support 
to governments through cooperation frameworks and knowledge exchange. GICA was launched by the 
G20 in an effort to close the knowledge gap related to infrastructure connectivity and is supported by 
MDBs and IOs, including the World Bank Group and the Organization for Economic Cooperation and 
Development (OECD). Helpfully, GICA provides a collection of maps of key connectivity initiatives from 
around the world11. 
 
In the Asian region alone, there are several regional initiatives which aim to improve connectivity, many 
of which are supported by MDBs. For example, the Asian Development Bank (ADB) has supported the 
Central Asia Regional Economic Cooperation (CAREC) program12; the European Bank for Reconstruction 
and Development (EBRD) has been very active in the region, with a particular focus on Kazakhstan; and 
the relatively new Asian Infrastructure Investment Bank (AIIB), founded in 2015, lists cross-border 
connectivity as one of its key thematic priorities, namely “Prioritizing cross-border infrastructure, 
ranging from roads and rail, to ports, energy pipelines and telecoms across Central Asia, and the 
maritime routes in Southeast Asia, South Asia, the Middle East and beyond”. 
 
 

 
9 For more information on leading practices in achieving a conducive enabling environment for project preparation, read the GI 
Hub’s Leading Practices in Governmental Processes Facilitating Infrastructure Project Preparation Reference Guide at 
https://www.gihub.org/project-preparation/. 

10 http://www.iirsa.org/Page/Detail?menuItemId=32 
11 https://www.gica.global/maps 
12 The CAREC Program is a partnership of 11 countries and six multilateral development partners working to promote regional 
cooperation in four priority areas: transport, trade facilitation, energy and trade policy. 

https://www.gihub.org/project-preparation/
http://www.iirsa.org/Page/Detail?menuItemId=32
https://www.gica.global/maps


  

Cross-Border Infrastructure 
Reference Guide Draft consultation version 

 

23 
 

 

4.2 Legal, regulatory and stakeholder alignment to enable cross-border delivery 

Even with optimal frameworks in place to identify and plan the right projects, achieving alignment 
between countries to deliver them is difficult. Different policy and planning systems in the countries 
engaged in the cross-border project cause more complex coordination than on national projects. 
Similarly, the involvement of more than one jurisdiction multiplies risks and subsequent complications 
due to different economies, laws and regulations. Getting all the right stakeholders onboard and aligned 
is key to get the project moving. 
 
This section highlights good practice in coordinated enabling environments for cross-border projects 
through: 
 

• Effectively utilising intergovernmental project agreements to align on objectives (Section 4.2.1) 
• Involving the right stakeholders at the right time through multi-level and multi-stakeholder 

frameworks (Section 4.2.2) 
• Assessing mutual cost and benefits to understand project viability (Section 4.2.3), and 
• Harmonised rules and regulations to ensure equity in implementation (Section 4.2.4). 

 

Box 10: The IDB’s Mesoamerican Observatory on Freight Transport and Logistics 
 
More common in the freight industry, an observatory is an entity established to support robust policy 
development, modern economic regulation and sophisticated infrastructure planning.  
 
The IDB launched the Mesoamerican Observatory on Freight Transport and Logistics with the aim to generate 
information and statistics to enhance policy making toward increasing competitiveness in the region. Other key 
goals of the observatory include: 
 

• Enhance knowledge on transport and logistics across the region 
• Measure and compare logistics performance 
• Harmonise information and develop regional databases 
• Provide training to improve performance, and 
• Joining the network of other observatories supported by the IDB in the region to create a regional 

network. 
 
Source : https://www.iadb.org/en/news/news-releases/2012-10-11/mesoamerican-observatory-freight-
transport-and-
logistic,10156.html?wt.mc_id=NewsEmail_Long_10156&wtarticleid=10156&wtsrc=Email&wttype=Long 

https://www.iadb.org/en/news/news-releases/2012-10-11/mesoamerican-observatory-freight-transport-and-logistic,10156.html?wt.mc_id=NewsEmail_Long_10156&wtarticleid=10156&wtsrc=Email&wttype=Long
https://www.iadb.org/en/news/news-releases/2012-10-11/mesoamerican-observatory-freight-transport-and-logistic,10156.html?wt.mc_id=NewsEmail_Long_10156&wtarticleid=10156&wtsrc=Email&wttype=Long
https://www.iadb.org/en/news/news-releases/2012-10-11/mesoamerican-observatory-freight-transport-and-logistic,10156.html?wt.mc_id=NewsEmail_Long_10156&wtarticleid=10156&wtsrc=Email&wttype=Long
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4.2.1 Effectively utilising intergovernmental project agreements 
 
For a cross-border project to succeed, reconciliation of the policy and planning systems of the countries 
involved is required. This is usually done through appropriate intergovernmental agreements, signed 
between the bilateral or the multilateral parties of the cross-border project. The agreements grow the 
political vision and a shared cross-border project idea (refer to Section 4.1 on policy, planning and 
prioritisation) into a sustainable and durable governance model for the project (refer to Section 4.4 on 
governance structures).  
 
To provide certainty to the development and management of the project the agreement should place 
the countries involved on an equal footing. This helps ensure that the cross-border project is not 
significantly affected by changes in the policy environment, or legal or regulatory frameworks of the 
countries involved. These agreements should also be flexible enough to deal with significant changes if 
they arise (refer to Section 4.5 Efficient Management of a cross-border project over its lifecycle).  
 
Depending on the cooperation specificities, the agreement may have a different binding power. One 
example is a memorandum of understanding, which expresses a common will of the parties and sets a 
common line of action to accomplish the investment. Another is a legal commitment act under both 
national and international law13, such as the Treaty of Canterbury for the Channel Tunnel (refer to Box 
11: The Treaty of Canterbury). This act binds the parties to cooperation, specifies roles and obligations 
of each of them and sets up an organisational and contractual scheme for the project, with an established 
dedicated binational entity to carry out the investment. Such an agreement can also provide the 
foundations for the finance of the project, as seen with the Gordie Howe International Bridge (refer to 
Box 12: The Canada-Michigan Crossing Agreement).  
 

 
13 Article 19: In order to resolve any disputes regarding the Concession, the relevant pro visions of the Treaty and the Concession shall be applied. The 
rules of English law or the rules of French law may, as appropriate, be applied when recourse to these rules is necessary for the implementation of 
particular obligations under English law or French law. In general recourse may also be had to the relevant principles of international law, and if the 
parties in dispute agree, to principles of equity. 

SUMMARY OF KEY LEARNINGS  
 

 The key learnings demonstrate that best practice in cross-border projects involves governments 
considering: 

• Where possible intergovernmental agreements should be used to help align governments on 
project objectives and ensure the project is not adversely affected by changes in national 
policies or legal and regulatory frameworks. 

• All relevant stakeholders, including relevant affected industries and communities, should be 
involved to establish the ‘win-win perspective’ and accomplish durable benefits out of the 
cross-border project. Multi-level governance mechanisms can be effective in facilitating 
involvement of stakeholders. 

• Quantifiably assessing the costs and benefits for each party to a project is essential to 
delivering a successful cross-border project. Given the complex nature of cross-border 
projects and low visibility on the counterparts, scenario analysis incorporating more extreme 
cases is essential to understand risks and later draft multi-lateral agreements. 

• Binational or multinational frameworks can be put in place to implement the harmonisation of 
rules and regulations, including tariffs, customs and border crossings procedures, and 
technical operability and safety standards, to enable smooth planning, delivery and operation.  
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4.2.2 Getting the right stakeholders in the room  
 
For any project, appropriately and effectively identifying project stakeholders, and getting their input 
and ‘buy-in’ is important to the project’s success. Stakeholders are critical to the project’s success in 
two key ways.  
 

1. They comprise the ‘champions’ of the project across all levels of government and industry, who 
are essential toward driving the project forward and enabling project agreements and 
frameworks.  

2. Stakeholders represent the institutional capacity and ability of the relevant organisations to 
design, deliver, operate and use the cross-border project effectively 

 
Equally important to prioritising a cross-border project in national long-term infrastructure development 
plans (refer to Section 4.1 on policy, planning and prioritisation) and safeguarding funding for it in 
national budgets is the ability to convincingly present its rationale based on a win-win perspective for 
the countries concerned. This rationale is ultimately driven by project ‘champions’ who are often senior 
government representatives or bureaucrats that can influence the politics between countries and 
stakeholders. Otherwise, the project may easily fail on account of concerns about the preservation of 
sovereignty and potential backlash from taxpayers.  
 
It is important in project planning and preparation to recognise the marriage between politics and 
projects and therefore the importance of internal, domestic and international engagement and dialogue. 
 

Box 11: The Treaty of Canterbury 

The Treaty of Canterbury, signed on 12 February 
1986 by British Prime Minister Margaret Thatcher, 
Foreign Secretary Sir Geoffrey Howe, French 
President François Mitterrand and Minister of 
Foreign Affairs Roland Dumas, provided for the 
undersea tunnel between the two countries (The 
Channel Tunnel).  
 
The Treaty settled the outlines of the Concession 
for the construction and operation of the Fixed 
Link by privately owned companies. It outlined 
the methods to be used for arbitration in the 
event of a dispute. Also, it set up the 
Intergovernmental Commission (IGC), which is 
responsible for monitoring all matters associated 
with the construction and operation of the Tunnel 
on behalf of the British and French Governments, 
together with a Safety Authority to advise the 
IGC. 
 

See the Channel Tunnel case study in Part B for 
further detail on this project 
 

Box 12: The Canada-Michigan Crossing 
Agreement 

On 15 June 2012, the Government of Canada and the 
State of Michigan signed a Crossing Agreement to 
provide fundamental guidance towards the design, 
build, financing, operation and maintenance of the 
Gordie Howe International Bridge project.  
 
The Agreement set the financing framework, 
ownership, operation rights, requirements for the 
procurement of materials, and jurisdictional processes 
and procedural requirements the crossing would need 
to satisfy. Further, it established the Windsor-Detroit 
Bridge Authority (WDBA), whose role would be to 
direct and administer all aspects of the crossing’s 
implementation, from financing to procurement and 
eventually maintenance and operation.  
 
See the Gordie Howe International Bridge case study 
in Part B for further detail on this project 

https://en.wikipedia.org/wiki/Prime_Minister_of_the_United_Kingdom
https://en.wikipedia.org/wiki/Margaret_Thatcher
https://en.wikipedia.org/wiki/Foreign_Secretary
https://en.wikipedia.org/wiki/Sir_Geoffrey_Howe
https://en.wikipedia.org/wiki/President_of_France
https://en.wikipedia.org/wiki/Fran%C3%A7ois_Mitterrand
https://en.wikipedia.org/wiki/Roland_Dumas
https://en.wikipedia.org/wiki/Channel_Tunnel
https://en.wikipedia.org/w/index.php?title=Intergovernmental_Commission&action=edit&redlink=1
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The win-win perspective driven by the project ‘champion’ should consider the balance between individual 
bodies’ interests, the ownership and power sharing arrangement for the project, and identifying the 
common objectives of the project parties. To create this requires appropriate time and resources to be 
invested in the project planning stage to establish relationships with relevant stakeholder 
representatives to form a consensus-building dialogue.  
 
Potential stakeholders include those internally within government agencies and jurisdictions, but also 
effected industries and communities both domestically and internationally. The vast landscape of 
stakeholders interested in, dependent on and influenced by a cross-border project necessitates a higher 
level of coordination. The required level of coordination is encapsulated well within the multi-level 
governance approach (refer to Box 13: Collaboration benefits through multi-level governance) borne 
out of contemporary experiences of countries in Europe.  
 

 

Box 13: Collaboration benefits through multi-level governance 

Multi-level governance (MLG) originated as a theory explaining the shifting of authority during the 1990s as 
part of European Integration. The practical application of MLG is an approach to incorporate all relevant 
stakeholders in a coordinated collaborative way. 
 
The shifting of authority from European nations to the European Union, made decision making more complex, 
with what were previously national issues becoming international issues, resulting in the necessary 
consideration of a wider variety of interests. The internationalisation of decisions was also perceived to reduce 
the voice of local and regional governments and other actors. 
 
An MLG approach generates added value to bilateral or multilateral agreements by extending the decision-
making basis for cross-border investments. It helps engage not only politicians, officials, experts, media and 
citizen groups but also the private sector. Reaching out for the latter deepens the understanding of diverse 
needs and expectations raised by not only the users of the infrastructure but also by the prospective service 
operators.  
 
In practice the MLG approach creates a structured meeting place and an arena for learning and exchange of 
knowledge between various groups of interest. This can be done (broadly) across three dimensions: 
 
1. Vertical – across local, regional, national and international levels of government 
2. Horizontal – between regions and municipalities of countries involved  
3. Interdisciplinary – incorporating private sector and other stakeholders and experts 
 
Depending on the application, the created meeting place can be informal, agreement-based or a legal body. 
 
Source: Szydarowski W., Tallberg P, 2013, Multi-level governance. European experience and key success 
factors for transport corridors and transborder integration areas. Task 3.2 report. BSR TransGovernance 
project, https://scandria-corridor.eu/index.php/en/component/phocadownload/category/18-bsr-
transgovernance 
 
Source: A Multilevel Governance Model in the Scandinavian-Adriatic Corridor: The Scandria®-Alliance Work 
Package 6 Final Report, Background paper (https://scandria-
corridor.eu/index.php/en/component/phocadownload/category/18-bsr-transgovernance?download=66:mlg-
model-in-the-scandinavian-adriatic-corridor-the-scandria-alliance-2014) 

https://scandria-corridor.eu/index.php/en/component/phocadownload/category/18-bsr-transgovernance
https://scandria-corridor.eu/index.php/en/component/phocadownload/category/18-bsr-transgovernance
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In essence, MLG is one mechanism for collecting the input of all governments, business and communities 
relevant to the project. The collection and collation of inputs is important to the design, delivery and 
operation of the project as it helps build and maintain the win-win perspective created at the beginning 
of project conceptualisation.  
 
Collecting inputs of all stakeholders also connects complementary policies at the national, regional and 
local level, allowing mitigation of potential negative effects of the cross-border investment and 
strengthens opportunities for socio-economic development. Such policies include land use, industry and 
trade promotion, industrial clusters, labour and skills, urban development and municipal services, 
tourism and other sectors with high demand for services induced by the new cross-border infrastructure. 
This all lays the foundations of the project’s social licence (refer to Section 4.5.3 for more on social 
licence).  
 
The example of the Observatory on the Lyon-Turin Line (refer to Box 14: The Observatory on the Lyon-
Turin Line), demonstrates the importance of collecting inputs from all relevant stakeholders. In this 
case, the involvement of local level groups led to an optimised alignment of the railway in terms of the 
benefits and threats involved.  
 

 
 
4.2.3 Assessing mutual costs and benefits 
 
The distribution of costs and benefits between the countries and the groups of stakeholders in a cross-
border project is commonly theorised and forecast through a quantitative mechanism such as a cost-
benefit analysis (CBA). As part of the CBA it is important to consider the wider economic benefits that 
can flow from a project. For example, on cross-border transport projects, time savings by using the 
infrastructure may significantly boost the cross-border labour market and by extension help build a 
functional region. Box 15: Rail Baltica CBA provides an example of a recent CBA conducted for the Rail 
Baltica project between Estonia, Latvia and Lithuania. 

Box 14: The Observatory on the Lyon-Turin line 

The Lyon-Turin line, together with the Brenner Base Tunnel, is one of the most significant rail projects being 
implemented in Europe. It is a high-capacity railway line for freight and passengers which stretches over 270 km, 
with the 65-km long cross-border section (including the 57.5 km long Mont Cenis base tunnel) co-financed by the 
European Union (40%), Italy (35%) and France (25%).  
 
The project’s implementation is enshrined in several international treaties signed by Italy and France. TELT 
(Tunnel Euralpin Lyon-Turin) is the equal-share binational body responsible for the implementation and 
management of the cross-border section of the Lyon-Turin line.  
 
Following protests against the original plan for the route, the Italian Government set up in 2006 the Observatory 
on the Lyon-Turin line for the purpose of consultation on the works. The involvement of local bodies helped agree 
on the current configuration of the cross-border section in Italy, which changed significantly from the original 
route planned.  
 
In April 2018 the Italian Government redesigned composition, tasks, and functions of the Observatory so it now 
comprises groups of local bodies divided according to planned interventions and location. 
 
Source : https://www.telt-sas.com/wp-content/uploads/2018/11/TELT_LyonTurin_depliant_nov_2018_ENG.pdf  

https://www.telt-sas.com/wp-content/uploads/2018/11/TELT_LyonTurin_depliant_nov_2018_ENG.pdf
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Assessment of costs and benefits is a prerequisite to understand viability of any project, but increasingly 
so for cross-border projects given the commonly low visibility countries have of their neighbour’s internal 
plans, processes and markets. Low viability might be a barrier to its development, implementation and 
completion, particularly for projects seeking commercial financing (refer to Section 4.3 Optimising the 
financial structure to properly allocate risks and benefits). 
 
The CBA is the quantified mechanism to identify and resolve uneven distribution of costs and benefits. 
However, internal benefits arising from alignment with national priorities and stakeholders may not be 
quantifiable through a CBA.  
 
Quantitative mechanisms’ like a CBA or sensitivity analysis also allow scenario testing assumptions on 
the risks to a project costs and benefits. Given the commonly low visibility between countries, testing 
for extreme scenarios should be conducted as part of project due diligence.  
 

  

Box 15: 2017 Rail Baltica CBA 

The Rail Baltica project seeks to integrate the three Baltic nations of Estonia, Latvia and Lithuania into the Trans-
European Transport Network (TEN-T). Released in 2017 the CBA was conducted by EY on behalf of the project 
coordinator RB Rail AS (a joint venture of the three nations) to interrogate and support the delivery method and 
assumptions used for the project. This followed amendments to the route alignment and changes to the project 
scope since an initial 2011 study conducted by AECOM. Key findings of the CBA included:  

- The total cost of the project would be €5.8 billion 
- The measurable project socio-economic benefits totalled €16.2 billion 
- The project has an economic rate of return of 6.32% and would create a GDP multiplier effect worth an 

additional €2 billion.  
- The project is not financially viable without public co-financing. However once operational, the project will 

be financially sustainable after 2031 (5 years after the forecast completion of construction) 
- The project is not economically viable if the capital expenditure exceeds the estimate used in the analysis 

by 26 per cent 
 
Thus, the project was deemed financially and economically viable. 
 
Additional recommendations provided by EY in the CBA included:  

- The project should be governed as a single body, to eliminate potential for discriminatory practices of the 
infrastructure manager or railway undertakings. 

- The project’s proponents should proactively promote the project to potential users, and involve them in 
the process of designing the technical and user facing solutions of the project to improve the uptake rate 

- Periodic review of the business case should be conducted, especially at the completion of important stages 
(e.g. completion of technical design, construction contract signed) 

- Due to the complexity of the project as a cross-border project, it is paramount to ensure adequate project 
management and governance structures are implemented to facilitate successful delivery.  

 
Importantly, Rail Baltica notes that the CBA ‘is just one of the decision-making instruments… used during the 
project implementation process’ and should be viewed in combination with the other instruments. Such 
instruments include the long-term business plan, studies on project commercialization, infrastructure 
management strategy and the supplier market, and an operational plan, among others. 
 
Source : https://www.railbaltica.org/cost-benefit-analysis/  
Note: Refer to Box 30 for Rail Baltica’s financial structure and Figure 6 for its project structure 

https://www.railbaltica.org/cost-benefit-analysis/
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Strong policy, planning and prioritisation frameworks (refer to Section 4.1 on policy, planning and 
prioritisation) can then help set a ensure fair and transparent sharing of the costs, risks and benefits. A 
example of sharing costs and benefits can be seen in the Itaipu Hydroelectric Dam (refer to Box 16: 
Sharing costs, benefits and mitigation measures in Itaipu). 
 

 
 
4.2.4 Harmonising rules and regulations  
 
Harmonised rules and regulations are a unique part of the enabling environment for cross-border 
projects and need to be addressed as early as possible. The rules and regulations should work in 
conjunction with intergovernmental agreements signed, providing the necessary scaffolding for the 
project to be built up. Harmonisation helps ensure that the project is implemented in a way that is fair 
and equitable to the parties involved, efficient and effective for users and operators, and delivers on the 
desired vision. 
 
Rules and regulations that can affect cross-border projects vary depending on the project and the 
countries involved. They can range from the legal system to the technical design or operational 
standards, and as such can just affect one project (refer to Box 21: Common safety standards for the 
Channel Tunnel) or an entire function or application of the infrastructure in question (e.g. electricity 
tariffs).  
 
It is the responsibility of the parties to the project to identify conflicting rules and regulations that will 
be to the detriment of the project, and then for the relevant governments to enact solutions. 
Harmonising rules and regulations do not necessarily mean making them the same. In many instances, 
the project will need to be adapted to the rules and regulations of the countries involved, providing a 
literal and metaphorical bridge.  
 
Depending on the conflicting rules and regulations, several mechanisms can be used to harmonise rules 
and regulations.  
 
Although harmonisation of rules and standards can elicit concerns around national sovereignty and 
political gaming, these concerns can be resolved through establishment of a ‘neutral’ body to 
oversee and implement the harmonisation intended. An example of this is the Agency for the 
Cooperation of Energy Regulators (ACER) created as part of the EU’s ‘Third Energy Package’ market 
legislation, which entered into force in 2009 (refer to Box 17: Role of the European Agency for the 
Cooperation of Energy Regulators). 
 

Box 16: Sharing costs, benefits and mitigation measures in Itaipu 

As per the Treaty of Itaipu, all the costs and benefits, as well as the implementation of social and 
environmental mitigation measures, are split equally between Brazil and Paraguay. This entails that 
the debt for the construction of the Dam and its maintenance costs are also evenly distributed.  
 
Furthermore, the total quantity of energy generated must be bought by the two countries and is 
divided equally. In consequence, any surplus electricity not used by either country must be sold to 
the other at a price corresponding to the cost of generation defined in the Treaty. 
 
Read more about the Itaipu Dam in the Case study in Part B 
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Specifically for cross-border transport projects, which are reliant on efficient border crossing and 
customs clearance procedures, some joint regulatory instruments need to be put in place to reduce the 
overall clearance time of goods and decrease the compliance cost of import and export (refer to Box 
18: The East African Community Customs Union). 
 

Box 17: Role of the European Agency for the Cooperation of Energy Regulators 

The Agency for the Cooperation of Energy Regulators (ACER) was established in March 2011 as an independent 
body to foster the integration and completion of the European Internal Energy Market (IEM) both for electricity 
and natural gas.  
 
By fostering cooperation among National Energy Regulatory Authorities (NRAs) across the IEM, ACER ensures that 
market integration and the implementation of the national legislations are achieved according to the EU's energy 
policy objectives and regulatory frameworks. Specifically, ACER’s work involves: 

 
• drafting guidelines for the operation of cross-border gas and electricity networks, 
• reviewing the implementation of EU-wide network development plans, 
• deciding on cross-border issues if national regulators cannot agree or if they ask it to intervene, 
• monitoring the functioning of the internal market including retail prices, network access for electricity 

produced from renewables, and consumer rights. 
 
Source : https://www.acer.europa.eu   

Box 18: The East African Community Customs Union 

The Customs Union is the first Regional Integration milestone and a critical foundation of the East African 
Community (EAC), a regional intergovernmental organisation of six Partner States: the Republics of Burundi, 
Kenya, Rwanda, South Sudan, and Uganda, and the United Republic of Tanzania.  
 
The Customs Union has been in force since 2005, as defined in Article 75 of the Treaty for the Establishment of 
the East African Community. It means that the EAC Partner States agreed to establish free trade (or zero duty 
imposed) on goods and services amongst themselves and agreed on a common external tariff (CET), whereby 
imports from countries outside the EAC zone are subjected to the same tariff when sold to any EAC Partner 
State. 
 
Goods moving freely within the EAC must comply with the EAC Rules of Origin and with certain provisions of the 
Protocol for the Establishment of the East African Community Customs Union. 
 
Source : https://www.eac.int/integration-pillars/customs-union   
 

        

                 
              

             
 

                     
                   

                
                   

 
 

                    
           

 
     

https://www.acer.europa.eu/
https://www.eac.int/integration-pillars/customs-union
https://www.eac.int/integration-pillars/customs-union
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For reducing overall clearance time, one example is 
the Single Windows for Cross-Border Trade (refer to 
Box 19: The ASEAN Single Window). These are 
‘facilities that allow parties involved in trade and 
transport to lodge standardised information and 
documents with a single-entry point to fulfil all 
import, export and transit-related regulatory 
requirements. If information is electronic, then 
individual data elements should only be submitted 
once’14.  

 
Another example is a one-stop border post concept, 
which through a single clearance procedure for exit 
and entry documentation for goods and passengers 
improves border crossing speed and efficiency, thus 
reducing barriers to trade and improving business 
competitiveness (refer to Box 20: Hong Kong – 
Guangzhou High Speed Rail Customs point). 
 

  
 
Similarly, for cross-border transport infrastructure projects, bilateral or multilateral cross-border 
agreements between states or commercial contracts between infrastructure managers and operators 
are key to ensure an efficient movement of passengers and freight. Apart from immigration 
requirements and customs procedures, such contracts or agreements should deal with technical 
compatibility (interoperability) of infrastructure, rolling-stock/vehicles, signalling systems, and other 
technical specifications, as well as the harmonisation of licensing requirements, safety standards and 

 
14 UN/CEFACT Recommendation No 33 – Recommendations and Guidelines on Establishing a Single Window  

Box 20: Hong Kong – Guangzhou High Speed Rail Customs point 

The one-country, two-systems governance system provides a unique cross-border infrastructure case study with 
the High-Speed Rail (HSR) connection constructed between Hong Kong and Guangzhou. The rail line provides a 
faster alternative connection (48 minutes) between Hong Kong and the Chinese metropolis of Guangzhou 
compared to the existing intercity train (120 minutes). 
 
Not only is the trip faster, but clearing immigration is too. While with the existing train and bus routes 
passengers need to clear immigration at the border, the Hong Kong and Chinese Governments agreed to 
establish a single immigration facility at the terminus at Hong Kong West Kowloon Station, in downtown Hong 
Kong. This means passengers heading to China clear Hong Kong and Chinese immigration before they board the 
train, allowing for a seamless journey into China and border-free connections to the wider Chinese public 
transport network. The reverse is the case for travellers from China entering Hong Kong, as they will clear both 
Chinese and Hong Kong immigration after arriving at Hong Kong West Kowloon Station. 
 
While establishment of the immigration facility in the centre of Hong Kong has been contentious, it 
demonstrates how rules and regulations can be harmonised to improve the service delivery and operation of the 
cross-border infrastructure.  
 
Source : https://multimedia.scmp.com/native/infographics/article/2172120/high-speed-rail/ 

Box 19: The ASEAN Single Window 

The ASEAN Single Window connects and integrates 
the National Single Windows of ASEAN Member 
States (the Association of Southeast Asian Nations) 
to exchange electronic trade-related documents.  
 
The system enables a single submission of data, a 
single synchronous processing of information and a 
single decision-making for customs release and 
clearance among AMS and participating countries. 
It aims to expedite the cargo clearance process, 
reduce cost and time of doing business, and 
enhance trade efficiency and competitiveness.  
 
Source : https://asw.asean.org/about-asw   

https://multimedia.scmp.com/native/infographics/article/2172120/high-speed-rail/
https://asw.asean.org/about-asw
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other laws and regulations relevant for cross-border traffic. Examples from the case studies include the 
Channel Tunnel and Øresund Fixed Link (refer to Boxes 21 and 22). 
 

  
 
Another measure to improve the reliability of cargo 
deliveries and, thereby, the efficiency of cross-
border projects is a harmonised ICT support system 
for ensuring cargo safety on a corridor between the 
countries involved (refer to Box 23: Corridor safety 
measures for cargo transport on the Nr Toll Route).  
 
Harmonisation of rules and regulations can also 
extend to environmental and social aspects of a 
project. When assessing the impacts of relevant 
rules and regulations, it is important to also consider 
the broader impacts of the project. This is where 
engaging the right stakeholders is essential to a 
project’s success. A common scenario of this is 
environmental assessments for a project.   
 
Environmental regulations often focus on ecology but do not offer guidance related specifically to the 
displacement of affected residents, occupational hazards, public health concerns, and other factors 
directly impacting the residents of the participating countries and the workers constructing the project. 
These should be, to the maximum extent possible, harmonised between the countries concerned to 
avoid controversies, such as that seen on the Øresund Fixed Link (refer to Box 24: Approaches to 
environmental investigation in the Øresund Fixed Link). This ties into the Social Licence of a project 
(refer to Section 4.5 Efficient Management of a cross-border project over its lifecycle). 
 

Box 21: Common safety 
standards for the Channel 

Tunnel 

Safety aspects of the Channel 
Tunnel operations are managed 
under the remit of the Channel 
Tunnel Safety Authority (CTSA) - a 
bilateral regulatory body which 
advises the Intergovernmental 
Commission (IGC) on safety matters 
and ensures that safety rules in the 
Channel Tunnel are in line with 
prevailing safety laws. 
 
See the Channel Tunnel case study 
in Part B for further detail on this 
project 
 

Box 22: Technical standards for rail operations 
on the Øresund Fixed Link 

Technical standards for the railway on the Link are defined in the 
Network Statement drawn between its operator (Øresundsbro 
Konsortiet) and the two national railway administrations of 
Denmark and Sweden.  
 
The Network Statement follows a common document structure 
developed by the Rail Net Europe (RNE) - a collaboration between 
40 different European infrastructure managers with the aim of 
facilitating cross-border rail traffic. It defines, among other things, 
access requirements, traffic operational rules, approval processes 
for vehicles, traffic management and safety system, capacity 
allocations and service charges.   
 
See the Øresund Fixed Link case study in Part B for further detail on 
this project  

Box 23: Corridor safety measures for 
cargo transport on the N4 Toll Route 

Innovative technologies for the N4 Toll Route, such 
as the implementation of a load control measures 
and satellite tracking system, an electronic 
(automatic) tolling system and the Cross-Border 
Road Safety Management (TIDS) led to 
significantly increased road safety. 
 
See the N4 Toll Route case study in Part B for 
further detail on this project 
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One of the largest harmonisation challenges is when the countries involved do not have the same legal 
system. The legal system used determines how the project is planned, procured and governed through 
the contracts devised for its delivery. Section 4.4 on governance structures provides detail on how the 
legal system affects the governance structure and operation.  
 
All parties must ultimately respect the contracts entered into and be able to enforce their provisions in 
a court of law if necessary. The arbitration seen on the Channel Tunnel between the UK and France is a 
good example of this (refer to Section 4.5 Efficient Management of a cross-border project over its 
lifecycle). 

4.3 Optimising the financial structure to properly allocate risks and benefits 

Intertwined with the planning, regulatory and stakeholder considerations is how a cross-border project 
is paid for. The financial structure of a project is the key to its viability and ultimate success. The unique 
risks and challenges seen in cross-border projects can make them more expensive to finance and harder 
to fund. Devising a financial structure that is agreeable for all countries and financial stakeholders 
involved makes cross-border projects more vulnerable to market and/or government failure. 
 
This sub-section illustrates good practice in developing financial structures for cross-border projects, 
including:  

• Identifying barriers and risks in financing cross-border projects (Section 4.3.1), and 
• Choosing a viable financial structure that properly allocates risks and benefits (Section 4.3.2). 

 

Box 24: Approaches to environmental investigation in the Øresund Fixed Link  

In the project design and construction stages, one of the main differences between the two countries’ 
planning regimes concerned the formal procedures for environmental enquiries.  
 
In Denmark, the environmental assessment report was made public only a few weeks before the signature 
of the Governmental agreement. In Sweden, the formal procedure implied that the projects had to be tested 
against different legal frameworks in several juridical instances before approval, which was a long and 
complicated process.  
 
This led to a controversial situation, in which construction on the Danish side began before the Swedish 
environmental enquiry was fully completed. As the environmental inquiry could influence the shape and 
design of the fixed link, the inquiry had the potential to significantly alter the project, however this did not 
eventuate. 
 
See the Øresund Fixed Link case study in Part B for further detail on this project  
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4.3.1 Identifying barriers and risks in financing cross-border projects 
 
Infrastructure is a significant financial investment. To understand the barriers and risks to financing 
projects, it is important to understand how a project can be funded.  
 
Infrastructure is funded by taxpayers or users. In other words, a project is funded by a government’s 
tax base (the taxpayer), through user charges levied at the point of use, or a combination of both. This 
is what ultimately pays for the project. 
 
Financing is an amount of money (capital) provided to a government or organisation (i.e. short- and 
long-term loans or liabilities) with the requirement to be repaid along with a certain percentage of 
interest, plus any additional amount contributed by the project partners in equity. 
 
Therefore, the cost of a project is based on the physical goods and resources required to deliver it, plus 
the interest on the loan financing and required equity returns. The interest rate and equity returns are 
determined by the risk in the project. Hence, financing fundamentally involves pricing of risk. If risks 
are high, the cost of financing is high too. Mitigating these risks, and funding the associated financing 
is one of the key challenges governments face in the delivery of public assets and services.  
 
Compared to domestic projects, cross-border infrastructure projects face several unique barriers and 
risks to their financing that result in an augmented risk profile. Despite any efforts made to harmonise 
rules and regulations, or align stakeholders, legal frameworks and planning processes, the financial 
structure of a cross-border project is still inherently susceptible to additional risks outlined in Table 2.  
 
Table 2: Overview of major risks and risk mitigation mechanisms in cross-border projects 

Risks Rationale Effect 

Geopolitical risks – due to 
political changes or 
instability in one or both 
countries 

 

Political changes or instability in one or 
both countries, such as war, or natural, 
political or economic disasters  

Uncertainty of project completion or 
operation, and/or uncertainty of financial 
sustainability of project. Instigate major 
changes to contract 

Counterparty risk / Domestic 
Policy changes  

Investors may need to rely on the 
financial stability of multiple 
governments, increasing the risk of 
financial instability of one or both 
governments. Each government may 
also have obligations under the contract, 
such as to provide connecting 
infrastructure, the failure of which on 
either side would affect the viability of 
the project.   

Counterparty risks will affect government 
payments required to be made to 
recompense investors over the life of the 
project or to be made in specific 
circumstances, such as default.  

Financial and/or operational risk. 

 

SUMMARY OF KEY LEARNINGS   
 

 The key learnings demonstrate that leading practice in cross-border projects involves governments 
considering: 

• Given the unique risks cross-border projects face in their financing, governments should be 
prepared to assume more risk than they would on comparable national projects. 

• Financial structures for national projects can also be used on cross-border projects, with 
consideration of cross-border specific additional risks.  
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Risks Rationale Effect 

Change in government or change in 
legislation/regulation enacted following 
contract signing that changes 
assumptions made in developing the 
financial and operational structure. 

Fiscal Uncertainty or 
disparity / Demand risk 

Over optimistic or unbalanced demand 
forecasting 

External events or influences, which 
affect the utility and demand for the 
asset   

Project financially constrained, insolvency or 
loan default possible 

Foreign Exchange 
movements / Currency risk 

Multiple currencies involved in project 
financing and/or funding 

Lack of sufficient hedging solutions 

Economic conditions of country(/ies) 
involved change 

Capital losses arising from currency 
fluctuation or the inability to convert local 
currency into another country’s currency due 
to specific exchange restrictions.  

 
The application of a viable financial structure to the project is essential to appropriately manage these 
risks (refer to Section 4.3.2 Choosing a viable financial structure). 
 
These risks, if left unaddressed, can place a premium on the financing of the cross-border project and 
can create additional barriers too. For example, countries with volatile economies and political 
environments can struggle to attract commercial financing for projects, as prospective financiers deem 
the risk of lending money or investing equity to the project to be too great. Similarly, countries with a 
lower Gross Domestic Product per capita (GDP per capita) may have difficulties accessing finance, which 
may be due to their debt sustainability levels, their credit rating or other issues. 
 
Fiscal uncertainty can emerge from several areas of a project, but one of the most prominent is demand 
risk. While demand risk can affect the viability of any project, having multiple countries involved can 
mean multiple currencies, and therefore multiple funding sources with different economies attached. An 
example of this risk arising is the scenario that played out on the N4 Toll Route (refer to Box 25: Traffic 
and demand risk mitigation in the N4 Toll Route Project).  
 

 
 
Demand risk can also affect the delivery of cross-border projects when the project is delivered 
sequentially. As seen on the Eastern Africa Standard Gauge Railway, when the project’s overall 
commercial viability was mis-judged, it can have significant effects on the ability of other countries 
involved to gain financing and prevent the completion of a project (refer to Box 26: Low feasibility of 
the Standard Gauge Railway Project in Eastern Africa). 
 

Box 25: Traffic and demand risk mitigation in the N4 Toll Route Project 

Trans African Concessions Pty Ltd (TRAC), the private concessionaire of the N4 Toll Route responsible for traffic 
volume risks, came across an unexpected and considerable risk related with the asymmetry of toll revenues on 
the two sides of the border. Lower-income communities in Mozambique were unable and unwilling to pay the 
relatively high toll fees.  
 
As a result, TRAC agreed to cross-subsidise the Mozambican portion of the road with higher tolls from the South 
African side and provided substantial discounts to regular Mozambican users.  
 

See the N4 Toll Route case study in Part B for further detail on this project  
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Fiscal uncertainty can also arise due to changes in credit ratings. If, for example, a cross-border project 
is being financed through government debt and the government’s credit rating is downgraded, this will 
increase debt burdens of potentially not only the government in question, but other parties to the project 
as well (depending on the financial structure in place). In the event a party defaults on their debt, this 
could have dramatic ramifications for other parties. It is therefore important that the fiscal risks and 
impact on debt sustainability on the parties involved is considered when structuring how a project is 
financed. 
 
These concerns can be recognised and managed through processes such as detailed business plan and 
scenario analysis and the appropriate use of cost benefit analysis (refer to Section 4.2.3 Assessing 
mutual costs and benefits).  
 
4.3.1.1 Mitigating foreign exchange risk 
 
Currency risk is one of the most challenging financial risks as part of a cross-border project where the 
countries involved do not share the same currency. Multiple currencies can further complicate a cross-
border project, with multiple currency fluctuations to manage, as well as risks associated with currency 
convertibility and transferability.  
 
Currency fluctuation risks will depend on asset type, project costs and the project revenues available.  
As an example, if project revenues are available in foreign currencies and debt finance is available in 
that same foreign currency, this provides a natural hedge against the currency exchange rate and 
convertibility risks depending on the volatility of the foreign currency revenue. However, where project 

Box 26: Low feasibility of the Standard Gauge Railway Project in Eastern Africa 

The idea of the 1,500km-long East African Standard Gauge Railway (SGR), linking Kenya, Rwanda and Uganda, 
was conceived at the first Northern Corridor infrastructure summit in Uganda in 2013. The railway was envisioned 
to transform the East and Central African economies, increasing the region’s competitiveness and lowering the 
cost of doing business. The three countries agreed to complete the SGR by 2018. 

Kenya completed the initial 487km phase of the line from Mombasa to Nairobi at a cost of USD $3.8 billion in May 
2014. 90 per cent of the financing came through a loan from the Exim Bank of China (Eximbank). The same 
provided Kenya a further USD $1.5 billion loan for the second 120km phase from Nairobi to Naivasha. However, 
the project was unable to obtain a further loan of USD $3.6 billion from Eximbank for the remaining two phases 
from Naivasha to Malaba at the Ugandan border. 

This is because projected demand on the initial phase from Mombasa to Nairobi did not materialise, resulting in a 
USD $100 million loss during the first year of operation and raising concerns that the SGR was not commercially 
viable. To try to inflate demand (to help the project pay its debts), the Kenyan Government directed that all 
imports through the Mombasa port use the SGR railway, while at the same time the SGR operator China Road 
and Bridge Corporation increased freight charges.  

The lack of demand and finance for the project has resulted in the indefinite delay of the Ugandan section of the 
SGR. In fact, without the finance required to deliver its remaining SGR sections, the Kenyan Government has 
instead opted to revamp the 120-year-old meter gauge railway from Naivasha to Malaba at a cheaper cost of USD 
$400 million.  
 
Source : https://www.theeastafrican.co.ke/business/SGR-future-in-doubt/2560-5163080-nhvaiaz/index.html 

https://www.theeastafrican.co.ke/business/SGR-future-in-doubt/2560-5163080-nhvaiaz/index.html
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revenues are only available in a local currency and the only debt finance available is in a foreign 
currency, this currency mismatch creates an exchange rate risk.    
 
Hedging instruments may be a solution to currency risk in these circumstances, but they rarely offer a 
cost-effective solution in many markets due to the costs involved and the lack of long-term hedging 
options for many local currencies. In this case, lenders will have to settle for the maximum tenor the 
local market will offer and then renew the maturity of the hedge in due course. An example of a natural 
currency risk hedge can be found on the Nam Theun 2 hydropower project in Laos (refer to Box 27: 
Mitigating currency risk on Nam Theun 2).  
 

 
 
Government monetary policy can also provide challenges when accessing finance from abroad. Some 
governments impose restrictions and/or limits on investors that receive their revenue in a local currency 
on converting that revenue to a foreign currency or transferring it abroad. An effective way to avoid this 
risk is to avoid foreign exchange at all, as seen on the construction phase of the Gordie Howe 
International Bridge (refer to Box 28: Currency risk management in the Gordie Howe International 
Bridge Project).  
 

 
 

Box 27: Mitigating currency risk on Nam Theun 2 

With a project cost of USD 1.58 billion, the Nam Theun 2 hydropower project is the largest ever privately financed 
hydropower scheme in the world and the largest economic asset of the Laos Government. While constructed in 
Laos, the project involved the sale of 995MW of generating capacity and electrical energy to the Electricity 
Generating Authority of Thailand (EGAT).  
 
Currency risk was mitigated in this project by structuring the currency profile of the financing to match that of the 
project costs (pre-completion of the project) and the revenues (post-completion of the project). This also provided 
a natural hedge against the tariff structure, which required half of the underlying long-term debt structure to be 
denominated in Thai baht, and the other half in US dollars. 
 
Source: 
http://documents.worldbank.org/curated/en/200041468044952974/pdf/584400PUB0ID161Better097808213698
52.pdf & http://www.pfie.com/nam-theun-2-powers-ahead/21073485.fullarticle    
 

         

                    
                 

                 
      

 
                    

                
                  

           
 

 

      

Box 28: Currency risk management in the Gordie Howe International Bridge 
Project 

Against the background of a fair risk allocation between the contractor and the public party and in order to 
reduce financial risks for the contractor, a mechanism has been put in place to share the currency risks during 
the 30-year operation period, with payments between Windsor-Detroit Bridge Authority (WDBA) and Bridging 
North America (BNA) being made in both currencies. In this way, costs incurred by the contractor in one 
currency can be repaid in that currency, reducing inefficiencies and eliminating the need for hedging.    
 
The tolls for both Canadian and U.S. traffic will be collected on the Canadian side of the crossing and will be used 
to reimburse the Canadian Government for funds advanced by it in connection with the project. 
 
See the Gordie Howe International Bridge case study in Part B for further detail on this project. 

http://documents.worldbank.org/curated/en/200041468044952974/pdf/584400PUB0ID161Better09780821369852.pdf
http://documents.worldbank.org/curated/en/200041468044952974/pdf/584400PUB0ID161Better09780821369852.pdf
http://www.pfie.com/nam-theun-2-powers-ahead/21073485.fullarticle
http://documents.worldbank.org/curated/en/200041468044952974/pdf/584400PUB0ID161Better09780821369852.pdf
http://documents.worldbank.org/curated/en/200041468044952974/pdf/584400PUB0ID161Better09780821369852.pdf
http://www.pfie.com/nam-theun-2-powers-ahead/21073485.fullarticle
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Identifying monetary policy or financial regulation misalignment during the planning phase of the project 
will ensure these risks can be properly addressed through the financial structure chosen (refer to Section 
4.2 Legal, regulatory and stakeholder alignment to enable cross-border projects). 
 
4.3.2 Choosing a viable financial structure 
 
As discussed in the previous section, cross-border infrastructure has inherent risk that can make it 
expensive to finance. Therefore, along with appropriately allocation, reduction and mitigation of risks, 
cross-border projects have particular challenges for viable and sustainable financing structures.  
 

The optimal financial structure will strive to: 
• Reflect the respective national policy parameters, which may in some cases mean that 

different procurement and delivery models be used in the participating countries 
• Provide value for money 
• Reduce risk 
• Competitively determine financing requirements 
• Set limitations on the level of financing required by each party, and 
• Avoid unknown contingent liabilities. 

 
The financial structure chosen has a direct 
correlation with the procurement and 
delivery approach for the project, and thus 
has a direct impact on the governance of a 
project (refer to Section 4.4 Establishing 
effective governance structures to drive a 
cross-border project).  
 
For example, some cross-border projects 
may be best delivered by splitting the 
project up in sections based on country 
borders, meaning that the cross-border 
project essentially becomes two national 
projects that can be financed individually 
(refer to Box 29: Divided financing on the 
Singapore – Malaysia Second Link). 
However, as seen in Box 26: Low feasibility 

of the Standard Gauge Railway Project in Eastern Africa (refer to Section 4.3.1), the interrelation of the 
sections means the financing of each section is not completely isolated. 
 
Structures used on national projects apply to cross-border projects too, as do source of finance. 
Infrastructure finance options fall under two broad categories; public and private finance. The seven 
case studies chosen for the Reference Guide, which are all economic infrastructures, exemplify varied 
financial and contractual structures, with varying splits of public and private finance (refer to Table 3: 
Case Study financial structures and sources)  
  

Box 29: Divided financing on the 
Singapore - Malaysia Second Link 

In the case of the Singapore to Malaysia Second Link 
bridge project, as part of the agreement between the two 
countries, responsibility for financing was divided based on 
the infrastructure requirements on either side of the border 
line. Therefore, a different financing model was used in 
each country, with Singapore opting for public funding and 
Malaysia choosing a Public-Private Partnership (PPP) model.  
 
In order to manage demand risk on the Malaysia side, land 
development rights were included in the PPP to offset 
reliance on toll revenue.  
 
Source: Ramboll 
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Project Financial 

Structure 
Primary 
Finance 
Source 

Government 
financial 

guarantee/support 

 
Type of support 

Addis-Ababa – 
Djibouti Railway 

Government 
owned company 

Public Yes Government financed 

The Channel 
Tunnel 

PPP Private No -  

The Coral Sea 
Cable System 

Government 
owned SPV 

Public Yes Government financed 

Gordie Howe 
International 

Bridge 

PPP Private Yes Some financial risks 
held by government 

Itaipu 
Hydroelectric 

Dam 

Government 
owned company 

Public Yes Government financed 

N4 Toll Route PPP Private Yes Government 
guaranteed debt 

finance 
The Øresund 

Fixed Link 
Government 
owned SPV 

Public Yes Government 
guaranteed SOE debt 

finance 
Table 3: Case Study financial structures and sources  

The commercial viability, or ‘bankability’, of a project will determine the split of public and private finance 
engaged for the project. Public finance is more common than private finance across cross-border 
infrastructure. This is due to the inherent risks commonly being too large to make many cross-border 
projects bankable (i.e. the cash flows generated by the project through revenues are not sufficient to 
cover the debt service).  
 
This does not mean, however, that cross-border projects cannot be bankable, but means these projects 
often requires one form of public funding support usually in the form of grants, upfront subsidies, 
associated with multilateral financial support under the form of concessional loans, contingent support 
or guarantees, or other credit enhancement instruments. In cross-border projects, this public finance 
support, when provided by governments, is usually limited to the country quote-part through guarantees 
provided to the consortium owning and operating the infrastructure (under the form of a binational 
public SOEs). This is typically the financial scheme of the Øresund Fixed Link where Sweden and 
Denmark provided state guarantees for the Consortium’s loans15.   
 
Cross-border projects are nearly always financed by multiple stakeholders in various capacities. Sources 
of finance can include: 
 

• Governments party to the project 
• Multilateral Development Banks and International Financial Institutions 
• Government Aid programs, and 
• Private investment. 

 

 
15 https://www.itf-oecd.org/sites/default/files/docs/danish_state_guarantee_model_4.pdf  

https://www.itf-oecd.org/sites/default/files/docs/danish_state_guarantee_model_4.pdf
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The following sub-sections will focus on these different sources of finance in the cross-border project 
context. For further information on the different infrastructure finance options, please refer to:  

- GI Hub Innovative Funding and Financing Note (pending publishing) 
- GI Hub Risk Allocation Tool 
- PPP knowledge-lab PPP Reference Guide 
- APMG International Public Private Partnership Certification Program PPP Guide 

 
4.3.2.1 Government’s party to the project  

To finance cross-border infrastructure, governments commonly use the public budget through 
borrowing. This is often done by issuing bonds to the market, such as treasury bonds and infrastructure 
bonds when the local capital market is sufficiently mature. This is illustrated by the Channel Tunnel case 
study. 
 
Governments can also look to finance projects through state-owned enterprises that invest public funds 
on behalf of the government, such as seen on the Øresund Fixed Link (see Case Study in Part B), or 
through national infrastructure banks16.  
 
Where established, financing for cross-border projects can also be sourced from regional government 
authorities, such as the European Union (refer to Box 30: Rail Baltica EU Financial Structure). This can 
include non-repayable interest-free funds, such as direct grants or soft loans (a loan with a below-
market rate of interest). 

 

  

 
4.3.2.2 MDBs and DFIs 

For cross-border infrastructure, Development Finance Institutions (DFIs) can offer dedicated products, 
such as export credit insurances or loan guarantees, to cover political, credit and currency risks in 
projects’ early operation phases, and to facilitate private sector involvement (refer to Box 31: Loan 
Guarantee Instrument for Trans-European Transport Network Projects). For example, the Connecting 
Europe Facility (CEF) for Transport is the funding instrument to realise European transport infrastructure 
cross-border projects. 
 

 
16 For more information on national infrastructure banks, see GI Hub Guidance Note on National Infrastructure Banks and Similar Financing Facilities 

Box 30: Rail Baltica EU financial structure 

Rail Baltica is a greenfield rail transport infrastructure project with a goal to integrate the Baltic States in the 
Trans-European Transport Network (TEN-T). With the new railway’s length of 870 km, it is the largest railroad 
infrastructure project to be constructed in the Baltic States in the last hundred years and currently one of the 
biggest investments in improving mobility and travel opportunities, as well as developing business, trade, 
tourism and the exchange of goods in the region. 

The total estimated construction cost of the project is approximately EUR 5.8 billion (USD 6.8 billion). The 
project is funded by the national states — Estonia, Latvia and Lithuania — and co-funded from the European 
Union up to 85% of the total eligible costs, in particular, in the framework of the Connecting Europe Facility 
(CEF) instrument.  

Source : https://www.railbaltica.org/about-rail-baltica/finances/  

https://ppp-risk.gihub.org/
https://pppknowledgelab.org/guide/sections/19-the-role-of-public-finance-in-ppps
https://ppp-certification.com/ppp-certification-guide/4-financial-structuring-public-perspective-defining-financial-structure-and
https://www.gihub.org/nibs/
https://www.railbaltica.org/about-rail-baltica/finances/
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DFIs also provide support in the form of technical assistance to facilitate the preparation of cross-border 
infrastructure. This is often made through multi-donor special funds, which provide grants to developing 
countries for regional or cross-border projects in energy, trans-boundary water, transport and ICT to 
make them bankable and, therefore, investment-ready. The grants are used to carry out pre-feasibility, 
feasibility, technical and engineering designs, as well as transaction advisory services such as that seen 
on Ruzizi III (refer to Box 32: Multi-donor special fund support for the Ruzizi III Hydroelectric Power 
Plant Project)17.  
 

  
 
  

 
17 Further information on Project Preparation Facilities can be found in GI Hub’s Reference Tool on Governmental Processes Facilitating Infrastructure 
Project Preparation. 

 

Box 31: Loan Guarantee 
Instrument for Trans-European 

Transport Network Projects 
(LGTT) 

The Loan Guarantee Instrument for Trans-
European Transport Network Projects (LGTT) 
is an innovative financial instrument set up 
and developed jointly by the European 
Commission and the European Investment 
Bank (EIB). 

LGTT aims at facilitating private sector 
involvement in core European transport 
infrastructure, which often faces difficulties in 
attracting private-sector funding due to the 
relatively high levels of revenue risk in a 
project’s early operating stages. 

The LGTT, which is part of the EU’s TEN-T 
programme and the EIB’s Action for Growth 
initiative, will partially cover these risks and 
consequently improve significantly the 
financial viability of a project and aims to 
cover especially the ramp-up period. LGTT 
will be financed with a capital contribution of 
EUR 1 billion (€500 million each from the 
Commission and the EIB) which is intended 
to support up to €20 billion of senior loans.  

Source : 
https://www.eib.org/en/about/documents/lgt
t-fact-sheet.htm  

Box 32: Multi-donor special fund support for 
the Ruzizi III Hydroelectric Power Plant 

Project 

Ruzizi III Hydropower Plant Project is a proposed greenfield 
hydropower station on the border between Rwanda and the 
Democratic Republic of Congo (DRC). It is the first regional 
power project in East Africa to be established as a Public-
Private Partnership (PPP). In this framework, the project’s 
implementation has been entrusted to the Great Lakes Energy 
Organisation (EGL), a sub-regional body which coordinates 
energy development in East Africa. 

The project is expected to be commissioned in 2025 at the 
total cost of USD 625.19 million (2015 prices), of which USD 
138.88 million will be borne by the African Development Bank 
Group and the European Development Fund, and USD 50.22 
million by the private sector. Other funders include the KfW 
(Kreditanstalt für Wiederaufbau, a German Development 
Bank), Development Bank of South Africa, European 
Investment Bank and the World Bank among others. The 
private sponsors can request political risk insurance from the 
World Bank’s Multilateral Investment Guarantee Agency. 
 
The Ruzizi III Hydropower Plant Project implementation has 
been possible following a grant awarded to EGL in 2011 by 
NEPAD Infrastructure Project Preparation Facility (NEPAD-IPPF) 
to finance transaction advisory services. The USD 1.4 million 
NEPAD-IPPF grant helped provide key expertise for the 
project’s development, as well as sound knowledge of the 
context and actors of the region that led to the project’s 
eventual financial close. 

Source: https://www.afdb.org  
 

       
      

 

         
         
          

          
        

         
       

     

           
           

https://www.gihub.org/project-preparation
https://www.gihub.org/project-preparation
https://www.eib.org/en/about/documents/lgtt-fact-sheet.htm
https://www.eib.org/en/about/documents/lgtt-fact-sheet.htm
https://www.afdb.org/
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4.3.2.3 Government Aid 

Another source of investment for cross-border projects can be government aid programs. Depending on 
the country of origin, aid programs can provide grant funding or loans to projects deemed to suffice the 
country’s aid criteria. An example of this is the Coral Sea Cable project, where Australia funded two-
thirds of the project’s AUD 200 million project cost, with the Solomon Islands and Papua New Guinea 
covering the remaining third (for more information see the Case Study in Part B).  
 
Through aid programs, the risks in projects can be reduced and enable better terms of finance for the 
countries delivering the project.  
 
4.3.2.4 Private Finance 

The widely documented fiscal constraints governments face in delivering and maintaining infrastructure 
has seen private finance become an important source of infrastructure finance. The application of private 
finance to infrastructure relies on the infrastructure being structured to generate a commercial return 
on investment for the private parties. Private finance can be provided through two general mechanisms: 
Corporate Finance, or Project Finance18.  
 
Corporate Finance is essentially traditional finance on a full recourse basis. This mechanism is used 
where the entities investing control hold nearly all the risks, such as seen in regulated utilities. 
 
Project Finance is based on the project's asset being paid through a future stream of revenue. It 
comprises the financing of a standalone project vehicle (special purpose vehicle or "SPV") established 
specifically for the project. The SPV is the contracting party with the asset owner(s) to carry out the 
construction and/or operation of the project. These are usually created for public-private partnerships 
(PPPs), as this allows financing to be on a limited recourse basis, meaning the liability of the investment 
only involves what is held by the SPV, excluding any other assets of the investing entities. Therefore, 
the exposure of entities to the project’s risks is limited.  
 
An example of cross-border project finance is the N4 Toll Route, with the South African and Mozambican 
Governments deciding to procure the toll route as a PPP, enabling a consortia of private investors to 
establish an SPV to deliver and operate the route (for more information see the Case Study in Part B).  
 
Several best practices for private sector involvement in key infrastructure sectors promoted in the 
dedicated guides (by GI Hub19, the Asian Development Bank20 etc.) may also have direct applicability 
to cross-border infrastructure. A private partner may contribute to: 
 

- Reduced cost to / improved value for money for the public sector (e.g. through innovative 
construction or design techniques, cost controls or risk allocation) in case of asymmetric 
economic financial capacities of the countries concerned 

- Improved revenue collection through management skills applied 
- Remove any revenue or cost sharing complications between governments in cases where either 

the revenue generated (through tolls) or the costs incurred are asymmetric between the 
countries involved 

 

 
18 Note that governments can also structure their financing of projects through corporate or project finance. 
19 https://ppp-risk.gihub.org/ 
20 https://www.adb.org/publications/series/developing-best-practices-promoting-private-sector-investment-infrastructure  

https://ppp-risk.gihub.org/
https://www.adb.org/publications/series/developing-best-practices-promoting-private-sector-investment-infrastructure
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It is important to stress, however, that not all risk can be transferred to the private sector. For an 
infrastructure project to be structured to generate a commercial return for private investors, 
governments still need to assume key risks. Transferring too much risk (or the wrong risks) to the 
private sector can result in poor outcomes for government and taxpayers. Extreme cases can see the 
private sector entities enter insolvency, ultimately meaning the risks transferred to the private sector 
must be borne by the government. 
 
Further guidance on risk allocation between public and private sector on projects can be found in the GI 
Hub’s Risk Allocation Tool.  

4.4 Establishing effective governance structures to drive a cross-border project 

A cross-border infrastructure project requires an efficient governance structure to carry it through the 
design, construction and operational stages. Following the choice made on the most appropriate 
collaboration framework, a cross-border project governance body should be established – reflecting the 
project specificities in terms of its geographical location, legal jurisdictions, development context and 
broader aims to be accomplished by means of the built infrastructure. 
 
This sub-section informs of good practice in governance structures for cross-border investments, 
including:  
 

• Selecting an appropriate collaboration format, considering the unique context of each project 
(Section 4.4.1) 

• Establishing a project governance body to set the project development agenda and beyond 
(Section 4.4.2), and 

• Ensuring adequate management capacities and competencies within governance structures 
(Section 4.4.3). 

 

 
 
 

SUMMARY OF KEY LEARNINGS  
 

 The key learnings demonstrate that leading practice in cross-border projects involves governments 
considering: This sentence does work with the below? 
 

• The project collaboration format needs to correspond to the stakeholder community and 
governance decisions should be made in agreement between all stakeholders, irrespective of 
size, power and interests.  

• A governance structure and contractual model should be appropriate to the context of the 
project and its evolving requirements throughout the project lifecycle. At government level 
the multilateral governance body should have equal representation of governments involved 
to ensure that the decisions made are mutually agreeable. 

• Competent staff and resources are assigned by all countries involved to plan, deliver and 
operate a cross-border project, assisted by external help where required and augmented by 
capacity building and training programs 

 

https://ppp-risk.gihub.org/
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4.4.1 Assessing the project landscape to choose an appropriate collaboration 
format 

 
Practice shows that a formalised governance mechanism may be appropriate in some cases, particularly 
for complex projects where multiple stakeholders such as the private sector are involved. In other cases 
that are simpler and more time-bound, a temporary configuration with minimal governance and 
administrative requirements may be preferable to offer the most expeditious and affordable approach.  
 
Irrespective of the case though, the mechanism should correspond to the unique stakeholder community 
in terms of the policy-making levels involved, the users and operators engaged, and the differing 
socioeconomic context of each country involved. In addition, collaboration formats and governance 
structures may need to be revised depending on the project stage. Furthermore, for the purpose of the 
investment’s operational efficiency, the collaboration format is recommended to contain one single 
coordinating body, which often is associated with a secretariat.  
 
Figure 4: Guiding questions to determine the optimum stakeholder governance format illustrates 
principal guiding questions to determine the optimum stakeholder governance format for a cross-border 
infrastructure project in the design, construction and operational stage.  

 
Figure 4: Guiding questions to determine the optimum stakeholder governance format (Source: Ramboll)  

 
4.4.2 Establishing a project governance body 
 
Irrespective of the agreed format, the project governance body has an essential role in setting a joint 
development agenda for and beyond the direct project investment. It should not only enable delivery of 
the project on time and within budget, but also establish the asset as a safe, reliable and cost-effective 
connection of national grids or networks, and ensure the asset contributes to sustainable economic 
growth and regional stability and integration.  
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Cross-border projects use a large variety of governance structures, as can be seen from Table 4: 
Functions and responsibilities of intergovernmental governance bodies in the implementation of cross-
border projects. Depending on the choice made by the involved governments, the governance structure 
may contain just public side arrangements or involve the private sector.  
 
The contractual model is a key component of the bilateral governance agreement that must be 
established prior to commencing a cross-border project. Examples of the contractual model for the 
Channel Tunnel and the project structure for the Rail Baltica Global Project are shown in Figure 5 and 
Figure 6, demonstrating the relationships between project-level stakeholders, political agreements, 
implementing bodies and other stakeholders. The Channel Tunnel example shows the establishment of 
an integrated project-wide delivery and operations authority and governance structure, whereas the 
Rail Baltica project structure provides an example of how to establish an overarching coordinating body, 
but with delivery performed by each respective country within their jurisdiction. 
 
 

 
Figure 5: An ownership model - contractual scheme for the Channel Tunnel cross-border infrastructure 
investment (source: Ramboll illustration21) 

 

 
21 Based on Grant, M. (1997). Features: Big Project Financing – Financing Eurotunnel. Japan Railway & Transport Review No. 11, pp. 46–52. East Japan 
Railway Culture Foundation (EJRCF). Tokyo. Retrieved from https://www.ejrcf.or.jp/jrtr/jrtr11/pdf/f46_gra.pdf 

https://www.ejrcf.or.jp/jrtr/jrtr11/pdf/f46_gra.pdf
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Figure 6: The Rail Baltica project structure (source: https://www.railbaltica.org) 

Table 4: Functions and responsibilities of intergovernmental governance bodies in the implementation 
of cross-border projects features examples of intergovernmental governance bodies with an overview 
of the functions and responsibilities over the various project implementation stages for the cross-border 
project case studies chosen to study in detail for this Reference Guide (refer to Part B). Regarding the 
project timeline, some governance bodies may only exist for the design and construction phase, while 
a different governance body takes over the responsibility for the operational phase, or may, 
alternatively, cover the whole lifetime of the project.  
 

Cross-border 
project and 
countries 
involved 

FUNCTION 

PHASE 

Design Construction Operation 

The Channel 
Tunnel, United 
Kingdom and 

France 

Supervision 
and control 

Channel Tunnel Intergovernmental Commission (IGC) – a dedicated 
binational authority acting on behalf of the two governments.  

In charge of adopting and implementing rules for the Channel Tunnel, 
the safety aspects (under the remit of the Channel Tunnel Safety 

Authority, CTSA) and economic regulation, including tariffs of the line 
access 

Coordination 

Operation and 
maintenance 

PRIVATE COMPANY 

Getlink (formerly Groupe Eurotunnel) acting on concession by the IGC 
to carry out the development, financing, construction and operation 

during the concession period.  

Responsible for the maintenance of the line and the management of 
the rolling stock 

Coral Sea Cable 
System, 

Australia, Papua 
New Guinea and 
Solomon Islands 

Supervision 
and control Australian Government 

Governments of Australia, 
Papua New Guinea and 

Solomon Islands 

Coordination PRIVATE COMPANY PUBLIC COMPANY 

https://www.railbaltica.org/
https://www.railbaltica.org/wp-content/uploads/2018/10/RB_Project_Structure_ENG_Page_1.png
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Cross-border 
project and 
countries 
involved 

FUNCTION 

PHASE 

Design Construction Operation 

Vocus, procured by Australian 
Government to scope out the design, 
construction, and procurement of the 

project 

Coral Sea Cable Company 
Pty Ltd (a special purpose 
vehicle jointly owned by 
Papua New Guinea and 

Solomon Islands) 

Operation and 
maintenance 

PRIVATE COMPANY 

Alcatel Submarine Networks (France) 
procured by Vocus to design, construct 

and install the cable system 

The Øresund 
Fixed Link, 

Denmark and 
Sweden  

Supervision 
and control 

Governments of Denmark and Sweden through two state-owned 
companies, which are also responsible for the ownership and operation 

of the land works on their respective sides of the Fixed Link  

Coordination PUBLIC COMPANY  

The Øresundsbro Konsortiet, joint Danish-Swedish company to own 
and operate the Fixed Link. 

Traffic control and power management, as well as maintenance and 
railway safety coordination, are under the responsibility of the 

Consortium but performed by external parties. 

Operation and 
maintenance 

Gordie Howe 
International 
Bridge, United 

States and 
Canada 

Supervision 
and control 

Governments of Canada and Michigan through an International 
Authority  

Coordination 

PUBLIC COMPANY  

Windsor-Detroit Bridge Authority (WDBA) – not-for-profit Crown 
corporation owned by the Government of Canada 

WDBA directs and administers all aspects of the crossing’s 
implementation, from financing to procurement and eventually 

maintenance and operation. 

 As the operator of the new bridge, WDBA will set and collect all tolls 

Operation and 
maintenance 

PRIVATE COMPANY 

A consortium branded ‘Bridging North America’ will design, build, 
operate, and maintain the Gordie Howe Bridge and the ports of entry. 

It will also design, build and finance the Michigan Interchange.  

The State of Michigan will be responsible for the operations and 
maintenance of the Michigan Interchange. 

Itaipu 
Hydroelectric 

Dam, Brazil and 
Paraguay 

Supervision 
and control 

Governments of Brazil and Paraguay through their two national 
administrations in charge of electricity, Eletrobras and Ande 

Coordination 
PUBLIC COMPANY 

Itaipu Binacional, a binational entity co-owned by Eletrobras and Ande Operation and 
maintenance 

N4 Toll Route, 
South Africa and 

Mozambique 

Supervision 
and control 

Governments of Mozambique and South Africa (as part of the Maputo 
Corridor Development initiative) 

Coordination Two governmental agencies for national roads in South Africa 
(SANRAL) and Mozambique (ANE) 
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Cross-border 
project and 
countries 
involved 

FUNCTION 

PHASE 

Design Construction Operation 

Operation and 
maintenance 

PRIVATE COMPANY 

A consortium of Trans African Concessions (TRAC) on a 30-year BOT 
concession contract to develop and maintain the asset through user 

tolls  

Addis Ababa-
Djibouti 
Railway, Ethiopia 
and Djibouti 

Supervision 
and control 

Governments of Ethiopia and Djibouti through a Joint Railway 
Commission of two state-owned companies Ethiopian Railway 

Corporation (ERC) and Société Djiboutienne de Chemin de Fer (SDCF) 

Coordination 
PUBLIC COMPANY 

Ethio-Djibouti Standard Gauge Railway Share Company (EDR), (a 
special purpose vehicle), Ethiopia (75%) and Djibouti (25%) 

Operation and 
maintenance 

FOREIGN PUBLIC COMPANIES 

Two Chinese state-owned companies: 
China Railway Group (CREC) and China 

Civil Engineering Construction 
Corporation (CRCC) 

(FOREIGN) PUBLIC 
COMPANIES 

China Railway Group 
(CREC) and China Civil 

Engineering Construction 
Corporation (CRCC) until 

2023 

(DOMESTIC) PUBLIC 
COMPANY 

Ethio-Djibouti Standard 
Gauge Rail Transport S.C. 

(from 2024) 

Table 4: Functions and responsibilities of intergovernmental governance bodies in the implementation 
of cross-border projects 

 
4.4.3 Ensuring adequate leadership and capability within governance structures 
 
Competent staff are essential to the delivery of a cross-border project. First and foremost, efficient 
project management relies on a motivated and enthusiastic leader, often referred to as a ‘champion’ 
(refer to Sections 4.1 and 4.2 on policy, planning and prioritisation and enabling frameworks respectively 
for further detail on this concept). Through an open, collaborative approach, the champion organises 
stakeholder dialogue, moderates the individual, sometimes conflicting, interests and standpoints, and 
mobilises the participating bodies to pursue the work direction set in the project’s strategic framework.  
 
The champion is key to sustaining project continuity in the complex cross-border environment. Keeping 
so many stakeholders aligned requires continuous and transparent information exchange to enable 
knowledge sharing across borders, across levels and thematic sectors. Even though the dialogue 
principles may be codified in a cooperation agreement, informal contacts are essential to build trust and 
detect any changing priorities and expectations among the members early.  
 
The foundations of the project owner and proponents’ broader capability to deliver a cross-border project 
are laid during the project initiation phase through establishment of specific cross-border team or 
utilisation of external resources such as MDBs and IOs (refer to Section 4.1.3 Ensuring appropriate 
institutional capacity). With the project governance structure identified, key gaps in capability can be 
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identified and filled with external or independent specialists from the MDBs or IOs, or specialist 
consultants (refer to Box 33: Sustainable governance through capacity building in the Coral Sea Cable 
System project). 
 

 
The opportunity to develop internal capabilities to deliver cross-border infrastructure should not be 
wasted by the governments and entities involved. While external and independent support can be 
beneficial, it is particularly important for governments to build their internal capability to govern cross-
border projects to ensure the projects deliver on the mutual development goals defined at the initiation 
of the project. 

4.5 Efficient Management of a cross-border project over its lifecycle 

Strong governance and monitoring mechanisms adopted by a project owner should facilitate the efficient 
management of a cross-border project across its lifecycle and allow the project to respond to the 
changing project environment. This sub-section details good practice in the functional management of 
cross-border projects, including: 
 

• Ensuring flexibility in the governance structure to adapt to changing circumstances (Section 
4.5.1) 

• Resolving operational risks and contractual disputes (Section 4.5.2), and  
• Achieving and maintaining social licence of the project and entities involved (Section 4.5.3). 

 
 

Box 33: Sustainable governance through capacity building in the Coral Sea Cable 
System project 

The Coral Sea Cable System project, a fibre optic submarine telecommunications cable linking Papua New Guinea 
and Solomon Islands to Australia, installed, at the outset, strong governance and monitoring mechanisms to follow 
the project's progress, address concerns and manage risks promptly.  
 
These included: 
 
• The development of and active engagement with a risk register to identify the project’s risks and their 

mitigation strategies, and 
• Contracting external, independent specialists to assist with knowledge gaps.  

 
In addition, in Australia, the project mobilised skills across the whole of government and the private sector to, 
within the given time and budget frameworks, deliver a high-quality infrastructure project meeting the 
expectations of the partner countries’ governments. For that purpose, DFAT allocated dedicated staff resources, 
including senior executives in Canberra and in country, to oversee and support the project from scoping to 
construction.  
 
See the Coral Sea Cable System project case study in Part B for further detail on this project. 
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4.5.1 Ensuring a flexible governance structure  
 
Across the lifetime of a project, changing priorities or new internal and external circumstances can result 
in changes to who and how the project is governed.  
 
Changes in governance structure between different phases of the project’s lifecycle are expected and 
often built into the governance structure (refer to Section 4.4 on governance structures). However, 
events outside the project’s control, such as changes in policy, macro-economic events and disasters, 
can force a project to adjust and adapt its governance operational structures to the new normal. For 
cross-border projects, having two or more countries involved makes this a unique challenge.  
 
Decisions by each sovereign state may not align and the cross-border project has to bridge this gap. 
The most pertinent examples of changing circumstances during the development of this Reference Guide 
are the Covid-19 pandemic (refer to Box 34: Political coordination during the COVID-19 pandemic) and 
the United Kingdom’s withdrawal from the European Union, a.k.a Brexit (refer to Box 35: Channel 
Tunnel dealing with Brexit). These examples show that building in flexibility, where possible, into a 
project’s governance structure is essential to ensuring the project can adapt to a changing environment. 
 

SUMMARY OF KEY LEARNINGS  
 

     
The key learnings demonstrate that best practice in cross-border projects involves governments 
considering that: 

• The governance structure of a cross-border project is, where possible, flexible enough to 
adapt to changes in government mandates or institutional reforms.   

• An effective mechanism that is compatible with the legal and regulatory frameworks of the 
entities and countries involved is implemented for performance review, compliance issues and 
dispute resolution across the life of the project. 

• Social licence is achieved and maintained through practising effective public consultation 
throughout the project lifecycle, and providing opportunities for local communities through 
technical and institutional capacity-building measures. 
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Box 34: Political coordination during the COVID-19 pandemic 

The Covid-19 outbreak resulted in many countries closing their borders and implementing various 
movement controls to reduce the spread of the virus. This severely impacted several operational cross-
border infrastructure assets, as countries took different approaches to combat the spread of the virus. 
Two interesting examples are the Øresund Fixed Link between Denmark and Sweden and the Malaysia – 
Singapore Second link. 

Øresund Fixed Link  
The Fixed Link connects two countries that have taken very different approaches to combatting Covid-19. 
In response to the rapid emergence of the virus, the Danish Government chose to ‘lockdown’ and restrict 
travel with neighbouring countries such as Sweden. Sweden, however, took the opposite approach, 
allowing citizens to continue moving freely in the country.  

This presented an interested challenge for the Øresund Fixed Link, as it remained open for freight traffic 
and trips from Denmark to Sweden but was restricted in the opposite direction. Travellers can only enter 
Denmark from Sweden if they have a valid reason, such as living or working in Denmark. The restriction 
has decimated traffic flow. Between the 14th March – when regulations entered into force – and the 12th 
of April, car traffic was about 71% lower compared to the traffic during the same period in 2019. Train 
traffic was also severely reduced, with only one to two trains crossing the link per hour instead of six in 
regular times. 

See the Øresund Fixed Link case study in Part B for further detail on this project. 
 
Malaysia – Singapore Link  
 
The Causeway and the Malaysia-Singapore Second Link are the only two border crossings between 
Malaysia and Singapore. They are critical assets for hundreds of thousands of people commuting daily 
between Malaysia and Singapore for work and for Singapore’s freight and logistics supply chain. Due to 
Covid-19, on 18 March 2020 Malaysia implemented a Movement Control Order, effectively closing its 
borders.  
 

The two governments agreed to continue entry screening and to align health screening protocols at the 
two cross-border links. They also agreed to work out the operational details to ensure the continued flow 
of goods, cargo and food supplies between both countries. At the same time, the border closure 
necessitated the Singapore Government’s assistance for many thousands of Malaysian workers looking for 
temporary accommodation in Singapore.  

At the time of writing, the border has partially reopened with the Reciprocal Green Lane (RGL) and 
Periodic Commuting Arrangement (PCA) schemes introduced to facilitate short term travel for essential 
business and official purposes, and work pass holders to attend their workplace across the border.  
 
Source: https://safetravel.ica.gov.sg/malaysia/overview  
 

https://safetravel.ica.gov.sg/malaysia/overview
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It is also evident from the literature that governance of cross-border projects is effective when 
stakeholder consultation and input is maintained throughout the project’s life. The knowledge 
accumulated in the cross-border project through learning and information sharing both internally and 
with external stakeholders can help determine the future of a project, such as the extension of an 
operation or delivery mandate. Often, this involves setting up expert groups to exchange best practice 
and advice on ensuring wider economic benefits of the cross-border project. 
 
In some cases, this even includes adopting a new legal form to manage external funding and take 
decisions on follow-up investments, such as seen on the Rhine-Alpine Corridor (refer to Box 36: EGTC 
on the Rhine-Alpine Corridor). 

Box 35: Channel Tunnel dealing with Brexit  

The Channel Tunnel has been able to adapt to the realities of Brexit due to the flexibility enabled by the 
Treaty of Canterbury, which initiated the development of the Tunnel, and the establishment of the Channel 
Tunnel Intergovernmental Commission (IGC).  

In principle, smooth transit through the tunnel, regardless of Brexit, is ensured by The Treaty of 
Canterbury, which stipulates that France and the UK will facilitate smooth travel through the Tunnel up 
until 2086. In practice, the IGC and Getlink Group, the Tunnel’s operator, are in charge of ensuring transit 
is maintained in accordance with evolving rules and regulations devised by the UK and French Governments 
and the European Union.  

The IGC, comprised of equal numbers of French and UK government representatives, oversaw the Tunnel’s 
construction and now oversees the Tunnel’s operation. Primarily this involves regulatory function that 
implements common EU legislation. The IGC is directly involved in the process of coordinating the 
transition following Brexit.  

While the Tunnel is still exposed to administrational changes that sit outside the purview of the Treaty of 
Canterbury or the IGC, such as border control, employment law, and licencing agreements, the physical 
operation of the Tunnel is ensured by the Treaty and the work of the IGC.  
 
See the Channel Tunnel case study in Part B for further detail on this project 
 
Source: https://www.eurotunnel.com/uk/brexit/will-the-channel-tunnel-be-open-after-brexit/ 
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4.5.2 Resolving operational risks and contractual disputes  
 
In managing a cross-border project, it is important that the governments involved establish and 
maintain an effective mechanism to identify and deal with risks and disputes related to the project. Such 
risks include (among others) geopolitical disputes, insolvency of the project company (SPV), contractual 
disputes between equity holders, and risk allocation ambiguity in extraordinary events.   
 
Identifying these risks early is the best approach on any project, but even more so on cross-border 
projects as finding a resolution can be a lengthier and more difficult process than in the case of national 
investments. Examples of insolvency and geopolitical disputes are the bankruptcy of the High-Speed 
Rail Perpignan–Figueres project (refer to Box 37: SPV bankruptcy in the High-Speed Rail Perpignan-
Figueres project) and the Itaipu Hydroelectric Dam dispute with Argentina (refer to Box 38: Conflict in 
the Itaipu Hydroelectric Dam project). 
 
A specific challenge lies with projects between countries which have different types of legal systems, as 
in the case of France and the United Kingdom. Any arbitration in contractual disputes in the Channel 
Tunnel project has to be settled in coordination between the English common law system and the French 
civil law system (refer to Box 39: Arbitration on cross-border issues in the Channel Tunnel).  
 

Box 36: EGTC on the Rhine-Alpine Corridor 

Several cities, regions and ports teamed up in an EU Interreg project called CODE24 to coordinate the 
development of the TEN-T Rhine-Alpine Corridor between Rotterdam and Genoa from a regional and local 
perspective. After five years, the CODE24 project partners presented a common strategy for the future 
development of the Rhine-Alpine Corridor, with a combination of economic development, spatial, transport 
and ecological planning measures to address urgent issues of capacity, sustainability and quality of life.  
 
In 2015, the project partners decided to 
establish a permanent cooperation body 
with a purpose of securing a long-term 
partnership and cooperation beyond the 
limited INTERREG project period. They 
chose a format of EGTC (European 
Grouping of Territorial Cooperation) to: 

• Implement the joint development 
strategy for the multimodal Rhine-
Alpine Corridor, 

• Promote joint interests of its 
members towards national, European 
and infrastructure institutions, 

• Provide a central platform for mutual 
information, exchange of experience 
and encounter, and 

• Direct funds to corridor-related 
activities and projects.  

 

 
Organisational structure of the Rhine-Alpine Corridor 
EGTC. Source: https://egtc-rhine-alpine.eu/ 
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Box 37: SPV bankruptcy in the High-Speed Rail 
Perpignan–Figueres project 

The 44 km Perpignan-Figueres High-Speed Rail Concession 
between France and Spain benefited from large state subsidies 
from the two governments and the European Union (EUR 590 
million, 57% of the capital expenditures). The revenue flow 
depended on tolls levied on train operating companies (SNCF, 
RENFE and others).  
 
The line was fully operational in 2010, but traffic levels had been 
much lower than anticipated. This led to financial difficulties for 
the private concessionaire TP Ferro with EUR 500 million in debts. 
TP Ferro asked for EUR 300 million compensation payments from 
the two governments, whom they made responsible for the losses 
due to delays in providing cross-border network infrastructure 
(e.g. train stations) and the alleged priority for domestic rail 
traffic over the high-speed rail link.  
 
TP Ferro obtained compensation before going into liquidation in 
2016 after failing to renegotiate its debts of almost EUR 400 
million with its creditors. As a result, the two governments agreed 
to form a joint venture to take over the operation. 
 
Source: https://www.railway-technology.com/projects/perpignan/ 
and subsequent progress updates 

Box 38: Conflict in the 
Itaipu Hydroelectric Dam 

project 

The signature of the Treaty of Itaipu 
in 1973 led to conflicts with Argentina, 
as the construction of a dam directly 
affected water flows received 
downstream on the Paraná river. This 
threatened Argentina’s various plans 
for hydropower production, such as 
the Corpus hydroelectric power plant, 
planned downstream from the Itaipu 
Dam.  
 
The conflict was resolved in the 1979 
Tripartite Itaipu-Corpus Agreement, 
signed between Paraguay, Argentina 
and Brazil, which sets out downstream 
flow requirements with which Itaipu 
Binacional must comply. 
 
See the Itaipu Hydroelectric Dam case 
study in Part B for further detail on 
this project. 
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4.5.3 Achieving and maintaining social licence 
 
Social licence is, in broad terms, the implicit licence given by a community to an entity (public or private) 
or project operating in the community. It is an increasingly essential part of business operations. It is 
even more pronounced for infrastructure projects which initiate major disruption to communities during 
construction and have lasting effects – positive and negative – once operational. Social licence can be 
‘won and lost’ throughout the project’s life and therefore should be a constant key consideration. 
 
Social licence commonly revolves around consideration and mitigation of social, environmental and 
cultural impacts to the project’s immediate and connected environment. Consideration of these impacts 
is essential to achieving acceptance for the project among affected residents and beneficiaries. As these 
impacts are relevant throughout the project lifecycle, it is important to establish a due diligence 
framework during the planning process, and oversight during project delivery. Due diligence should 
cover the range of environmental and human aspects as presented in Figure 7.  

Box 39: Arbitration on cross-border issues in the Channel Tunnel  

Between 1999 and 2002, Eurotunnel's business was severely harmed by massive intrusions into its terminal 
in France by large numbers of migrants seeking to gain access to the UK through the Channel Tunnel. 
 
Eurotunnel complained that the presence of a hostel for the migrants, opened by the French Government 
close to the mouth of the tunnel, acted as a magnet, and that neither France nor the UK took the necessary 
steps to resolve this situation for several years. To try and recover its losses, Eurotunnel launched 
arbitration proceedings in December 2003 against the French and UK Governments. The arbitration was 
based on a provision in the Treaty and the Concession Agreement under which Eurotunnel operated the 
tunnel. 
 
In January 2007, Eurotunnel secured a landmark victory - a ruling that marked a major step forward both 
for international foreign investment law and for Eurotunnel itself. Eurotunnel was represented by an English 
arbitration team coordinated from London, incorporating both London and Paris civil and common law 
arbitration specialists. The dispute was resolved through arbitration by a prestigious tribunal of five eminent 
arbitrators sitting in the Peace Palace in The Hague. The arbitration was ad hoc, governed by the United 
Nations Commission on International Trade Law (UNCITRAL) rules and was conducted in both English and 
French. 
 

Source: https://www.eversheds-
sutherland.com/documents/lawsocietyenglandandwalesjurisdictionofchoice.pdf 
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Figure 7: Environmental and social impact aspects in the due diligence framework for cross-border 
projects 

Oversight is required beyond the planning process to ensure that any relevant mitigating measures are 
enforced, and to monitor the conditions for any change in the anticipated impacts. Oversight should be 
the purview of the governing body that is responsible for ensuring project implementation in accordance 
with the relevant rules and regulations. To enable the governing body to manage the social licence of 
the project, certain actions to achieve and maintain social licence can be written into the performance 
specifications of project contracts.  
 
Cross-border projects add the additional layer of complexity in crossing two or more jurisdictions, and 
therefore, involving two or more regulatory regimes and communities. Like government and private 
sector stakeholders, affected communities can hold different views on a project and the different 
environmental and social aspects. It is essential for the project to mitigate and adapt to the concerns 
and needs of the communities it affects. 
 
Ensuring regulatory compliance should be considered the minimum standard to which to adhere. 
However, there can be a need to include requirements above and beyond the minimum requirements in 
the output specifications of a contract, to suffice the needs of communities and stakeholders22. Further 
information on harmonisation of rules and regulations can be found in Section 4.2.4. 
  
An extension of the governing body’s responsibilities is to maintain ongoing relationships with the public. 
Successful projects that maintain stakeholder acceptance are typically accompanied by a governing body 
that maintains transparency of project activities in tune with public sentiments, pre-empts foreseeable 
issues, and addresses new issues as they arise. Examples of this are the General Ombudsman’s Office 
created for the Itaipu Hydroelectric Dam (refer to Box 40: Approach to inclusivity and public outreach 
in Itaipu) and the roles assumed by the Windsor Detroit Bridge Authority (WDBA) on the Gordie Howe 
International Bridge (Error! Reference source not found.refer to Box 41: Environmental analysis, 
inclusivity and public outreach for the Gordie Howe Bridge).   
 
Inclusivity and transparency are key to maintaining project visibility, community awareness and public 
support. Outreach should be considered a lifecycle issue.  
 

 
22 https://www.gihub.org/infrastructure-output-specifications/ 

Environmental

• Air quality and climate
• Surface water (where applicable) and 

groundwater
• Vegetation, vegetation communities, 

and wetlands
• Fish and fish habitat
• Wildlife, wildlife habitat, and 

migratory birds
• Species at risk and endangered 

species
• Noise and vibration
• Contaminated sites

Human Health & Socio-
Economic Factors 

• Displacement of people
• Occupational hazards during 

construction 
• Anticipated benefits to local 

community
• Anticipated disamenity to local 

community 
• Virus and communicable disease 

concerns (during and as a result of 
construction)

• Radiation and other public health 
impacts

Cultural Factors

• Heritage site displacement
• Cultural site displacement
• Sites of historical, archaeological, 

paleontological, or architectural 
significance 

https://www.gihub.org/infrastructure-output-specifications/
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Social licence is not just about managing social, environmental and cultural concerns; it is also about 
what the project gives back to the community in which it is operating. Implementing technical and 
institutional capacity building measures in the affected communities can also help build social licence. 
Often these form special provisions in the project’s contract but can also be developed at a later stage 
or developed by the project company separately. 
 
One such approach, as seen on the N4 Toll Route (refer to Box 42: Community participation in the N4 
Toll Route project) and the Addis Ababa-Djibouti Railway (refer to Box 43: Knowledge transfer measures 
in the Addis Ababa-Djibouti Railway project), is to provide training, education and jobs to local 
communities. This contributes to the strengthening local communities' capacities and thus can promote 
long-term growth opportunities and socio-economic development. 
 
Given most cross-border projects are economic infrastructure that are looking to promote economic 
trade and prosperity between countries, local capacity building can help stimulate this broader goal. 
 

Box 40: Approach to inclusivity and 
public outreach in Itaipu 

The Itaipu Dam submerged a natural landmark 
waterfall and displaced 65,000 people (60% 
Brazilians, 40% Paraguayans) as a result of the 
artificial lake it created. At the time of construction 
in 1983, no environmental protections were afforded 
by the laws of either participating country. Since 
2003 the governing body, Itaipu Binacional, has 
been implementing environmental protection 
measures that are critical to the sustainability of the 
region – such as for fish and wildlife protection to 
support local food sources.  
 
In 2009 the General Ombudsman’s Office was 
created as an autonomous body to ensure 
communication between the dam operators and the 
public. The office receives suggestions, complaints, 
compliments and denunciations, and, after screening 
them, refers them to the relevant organs. In 
parallel, the company formed an Ethics Committee 
which receives and evaluates the complaints about 
non-ethical conduct that constitute an infringement 
of the values, principles and norms of the Itaipu 
Binacional Code of Ethics. The office is staffed by 
appointees from both countries, with equal 
representation. 
 
See the Itaipu Hydroelectric Dam case study in Part 
B for further detail on this project.  

Box 41: Environmental analysis, 
inclusivity and public outreach for 

the Gordie Howe Bridge 

Environmental analysis studies were conducted 
during the investment planning process and were 
used to inform the analysis of border crossing 
alternatives. Ultimately, a bridge was selected.  
 
The independent governing body, Windsor Detroit 
Bridge Authority (WDBA), which is responsible for 
oversight of the construction, financing, and 
operations, is also responsible for public outreach 
and engagement.  
 
WDBA considers transparency a top priority and 
runs a robust public outreach program. Public 
consultations occur on a regular basis and at key 
schedule updates and at the onset of construction 
major activities. The public provides feedback and 
concerns, which are addressed by WDBA. The 
proactive engagement of the public has been a key 
factor in maintaining positive public perception and 
support for the project.   
 
See the Gordie Howe International Bridge case 
study in Part B for further detail on this project 
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Box 42: Community participation 
in the N4 Toll Route project 

A consortium of Trans African Concessions 
(TRAC), the concessionaire of the N4 Toll 
Route project, was obliged to award a 
particular share of the subcontracts to local 
companies and to set up an integrated 
community participation program. 
 
As part of this, TRAC developed three training 
centres along the route where over 20,000 
members of the local communities were 
trained on various issues, including literacy 
and HIV awareness. 
 
See the N4 Toll Route case study in Part B for 
further detail on this project. 

Box 43: Knowledge transfer measures in 
the Addis Ababa-Djibouti Railway project 

As part of the investment propositions, the two engaged 
Chinese companies, China Railway Group (CREC) and China 
Civil Engineering Construction Corporation (CRCC), 
committed themselves to hiring local workers in the project 
construction phase, with more than 20,000 local workers in 
Ethiopia and 5,000 in Djibouti. Upon completion of the 
project, approximately 2,000 local workers were hired for 
infrastructure and rolling stock maintenance.   
 
Also, more than 300 employees of the Ethiopian Railway 
Company (ERC) were sent to technical universities in Beijing, 
Tianjin, and Chengdu to further their professional knowledge 
of railway engineering, train driving, and track maintenance 
before taking over the infrastructure operations and 
maintenance responsibility from 2024.  
 
See the Addis Ababa-Djibouti Railway case study in Part B 
for further detail on this project. 
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5 APPENDIX/GLOSSARY 

Bankability – The ability of a project to be accepted by lenders as an investment under a project 
financed structure, or the ability of the project to raise a significant amount of debt financing by 
means of long-term loans under a project financed structure, due to the creditworthiness of the 
project in terms of sufficiency and reliability of future cash-flows.  
 
Build-Operate-Transfer (BOT) - The project delivery method whereby the concession is given by a 
public entity such as a local government to a Private Partner to finance, design, construct, own and 
operate the project in question. At the end of the contract, the project assets are returned to the 
public entity. 
 
Case study – study of the projects that were reviewed as part of the development of this Reference 
Guide.  
 
Concession Agreement – The agreement outlining the terms on which the project will be 
undertaken by a Private Partner.  
 
Cost-benefit analysis (CBA) – A systematic approach to estimate the scale and distribution of 
investment return to the society vs. the costs incurred. CBA helps assess whether the benefits to 
users and to other stakeholders (e.g. in terms of accessibility, quality and reliability of supplies, travel 
and delivery times etc.) are likely to exceed the costs which are, generally, funded by the taxpayers of 
the countries involved. 
 
Cross-border infrastructure project – A project that aims to deliver reliable, sustainable and 
resilient infrastructure linkages at certain technical standards between two or more countries. 

Design-Build-Finance-Maintain (DBFM) – The project delivery method whereby the Private Partner 
is responsible for designing, building, financing and managing the project. At the end of the contract, 
the project assets are returned to the public entity who will manage it.  

Design-Build-Finance-Operate-Maintain (DBFOM) – The project delivery method whereby the 
Private Partner designs and then builds the project asset in question. It then finances and retains the 
responsibility for long-term operation and maintenance services.  

Development Finance Institutions (DFIs) – financial institutions (e.g. multilateral, bilateral or 
national development banks), usually established and majority-owned by governments as part of their 
development aid or economic development initiatives to finance projects in developing countries that 
would otherwise not be able to get funds from commercial lenders. 

Externality – A cost or benefit (either positive or negative) that stems from the project and affects 
parties and sectors in the countries concerned.  

Funding - Refers to how infrastructure is paid for. It consists of either government expenditure or 
direct user charges, such as tolls in the case of highways. In a sense, it is money that is not intended 
to be returned. 

Financing - An amount of money (capital) provided to an organisation (e.g. through dept of equity 
instruments), with the requirement to be repaid including a rate of return (interest).  

Lenders – Institutions that provide lending or debt capital to the project: mainly banks through loans 
and institutional investors through project bonds. 

Project lifecycle – A sequence of stages for the project, including initiation, planning, procurement, 
construction, operation and decommissioning. 
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Public-Private Partnership - 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. 

Spill-over effect – The impact of some events in one sector or the country concerned on the other 
sectors or the other country/countries of the project.  

User charges - payment collected by the Private Partner directly from users of the service.  
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Part B: Case Studies 
Addis Ababa–Djibouti Railway  
Channel Tunnel 
Coral Sea Cable System 
Gordie Howe International Bridge 
Itaipu Hydroelectric Dam 
N4 Toll Route 
Øresund Fixed Link 
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