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Developing Bankable Transport Infrastructure Projects: Case Studies, 
Experiences and Learning Materials for LLDCs and Transit Countries 

 

 

Module 3. How to Establish and Sustain a Business-Friendly 
Environment in the Country to Promote Investment towards 
Transport Infrastructure 

 

 
These learning materials were developed for capacity building activities to strengthen capacity to 
develop bankable transport infrastructure projects and transport connectivity in landlocked 
developing countries and transit countries. The learning materials were commissioned by the 
United Nations Office of the High Representative for the Least Developed Countries, Landlocked 
Developing Countries and Small Island Developing States (UN-OHRLLS) in collaboration with 
partners UNESCAP, UNECA, UNECE, UNECLAC, African Development Bank and Asian Development 
Bank. UN-



   
 

 Key Objectives of the Module 

§ To equip participants with knowledge on how to establish and sustain legal, regulatory, and 
institutional environments that promote investment towards transport infrastructure and 
services implementation. 

 Developing Investment Friendly Laws, Regulations and Policies 
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Efficient transport connectivity and resilient transport infrastructure are important means 
through which LLDCs can build up their productive capacity, attract investment including foreign 
direct investment, compete in international markets, and support social development and 



   
 

§ Foster competition and strengthen regulation; 
§ Make transport more inclusive; 
§ 



   
 
A Consistent Policy Orientation
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The Khorgos 



   
 

§ The Government continuously works to improve the investment climate. This primarily 
includes judicial reforms, digitalization, optimization of public services and the permit 
system, among other initiatives. 

§ Modernisation of the current legislation. For instance, the Government has recently 
approved a draft amendment to the AIFC Constitutional Law, which enables AIFC bodies to 
adopt acts regulating labour relations and procurement procedures. 

In July 2018 the Government of Kazakhstan officially opened the Astana International Financial 
Center (AIFC), an ambitious project modelled on Dubai, which aims to offer foreign investors an 
alternative jurisdiction for operations, with tax holidays, flexible labour rules, Common Law-
based legal system, separate court and arbitration center, and flexibility to carry out transactions 
in any currency. 
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According to the 2020 World Investment Report 



   
 

economic zones amounted to 285.3 million US dollars, of which in 2016 - 55.2 million US 
dollars were invested. The total volume of net sales of industrial production in that period 
amounted to 4.5 billion lei or 10.4% more than the previous year. The total volume of 
investments in the International Port, during its entire period of activity, as of October 1, 
2016, amounted to 67.9 million US dollars, including 4 million US dollars for the 
management period (Tatiana Faina, 2020). 
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economies, as well as cutting journey times and increasing reliability relative to conventional 
buses and the private car.  
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§ Seek independent academic and/or consultancy advice to make a more informed decision 
as to the most appropriate rapid transit mode for your city and/or for new corridors. 

§ Coordinate development along existing or planned high capacity rapid transit corridors, 
which should have dedicated road space and other priority measures such as traffic signal 
actuation.  

§ 



   
 
Decree Number 448 (1998) refined these goals, adding: end cross-subsidies, improve tariff-
setting supervision, and increase transparency of financial flows in the industry. In order to 
achieve these goals, the railway reform strategy needed to leverage financing from the private 
sector. Government regulation and market mechanisms needed to create a favorable 
environment for private sector participation and increased competition in the railway sector.  
The railway reform had three phases: Separation of Regulations and Operations; Separating 
Functions; and Establishing a Joint-Stock Holding Company and Developing Competition, and 
later on passenger service reform. 
Freight transportation underwent the most significant reforms, and market performance results 
were impressive. Between 1995 and 2009, freight turnover improved by a dramatic 87% before 
succumbing to the effects of the 2008 global economic crisis. RZD saw an increase in demand for 
new rapid transit trains, with the highest passenger traffic increase seen on the Mosco-Smolsnek 
route and the Moscow-Belgorod route. Passenger turnover on rapid transit trains grew 25% to 
2.5 billon passengers per km in 2015. 
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Lessons learned from the Russian experience in restructuring state-owned railways are as 
follows.  

§ Typically, crisis is the best driver for reforming the railways. Government agreed to embark 
on a restructuring process only after a few years of financial crisis forced it to confront the 
fiscal implications of railways operations and management.  

§ Restructuring is a long process. Russia approached reforms gradually, leaving RZD as the 
dominant party. Reforms have taken over 15 years, the years between 2000 and 2010 were 
the most active, which is longer than was originally planned, but progress was steady. As a 
result, reforms succeeded in expanding rail freight traffic, expanding market share, 
reducing freight rates, restoring operational productivity, and attracting private capital to 



   
 
intended as the main mode of delivery for various projects, most notably DFCs and high-speed 
passenger rail development. Indeed, in 2014, Government opened up the sector to PPPs in a 
series of rail activities previously limited to the public sector, including: construction, operation 
and maintenance of suburban corridors, high speed rail, DFCs, rolling stock, railway 
electrification, signaling, freight terminals, passenger terminals, infrastructure in industrial parks, 
industrial connections and rapid transit. 

The liberalization of the market (not to be understood as privatization) aimed to promote 
competition by allowing the entry of new operators, but will only be possible if there exists an 
adequate regulatory body that protects all stakeholders. The need to establish an independent 
regulator in order to advance the industry further cannot be stressed enough. Beyond the 
measures that have since been taken, the truth remains that government policy functions should 
be separated from commercial operations, non-core activities should be spun off, and 
commercial management on lines of business and market segments should be refocused. IR 
continues to house many activities outside what would be considered core functions, and should 
critically evaluate their impact on operating a financially stable and customer-focused railway 
business.  

Since the 1989 Railway Act, India’s economy has been modernized and transformed by more 
open international trading relationships, greater reliance on market forces, a stronger role for 
the private sector, and greater competition in trade and services.  



   
 

§ Tenets of good transport policies include transparency, non-discrimination, policy 
harmony, a consistent policy orientation, focus on financial sustainability and focus on 
environmental sustainability. 

§ An ideal legal and regulatory framework is one in which autonomy, accountability, 
transparency and predictability exist. Having a solid legal and regulatory framework is 
important for private sector participation. 

§ To improve institutional performance, LLDCs should improve the transfer of knowledge and 
experience among themselves on institutional, economic and social aspects and build 
capacity. 

§ In order to assume the changing role of the public sector, revitalization of the existing 
organizations should focus on capacity building, developing a culture and institutional 
mechanisms for cross-sectoral policy formulation and collaboration between 
organizations, allocation of resources, and access to new technology (especially related to 
applications of ICT), etc.  

§ A successful bankable project requires having people with the right skills, knowledge and 




