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Abstract

In Albania, the notion of Public-Private Partnership remains a relatively recent phenomenon, while in other countries in Europe
this concept has been known for a long time ago, mainly after the 90s, while the awarding of the works or the realization of the
investments with concessions was carried out before this term appeared. Open governance and cooperation with the private sector,
using the skills of this sector but also maintaining social responsibility in the framework of the realization of concession contracts in
the function of sustainable development, should be the main priority of the governments' program for all countries in transition as
well as for Albania. The purpose of this study is to emphasize the critical role of open and inclusive governance and collaboration
with the private sector in achieving sustainable economic development. Making investments through public-private partnerships,
utilizing practical expertise and effective management in contract implementation, provides an important opportunity to minimize risk
costs. On the other hand, govemments face a series of challenges in the framework of the successful realization of PPP projects,
as a well-defined legal framework is needed, which includes the process from procurement to the end of each project realized
through PPPs, administrative capacities are needed and effective institutions otherwise called institutional framework. Good and
inclusive governance is an important condition for achieving the social stability and sustainable economic stability, as well as being
the main priority in the international development in line with the long-term development goals. This study is based on secondary
data collected through an extensive review of national and international literature, as well as reports from governmental and non-
governmental organizations.
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1. Introductions

The Public-Private initiative is a relatively new concept for the Albania, while in countries of the western world, but also in
some countries in the Europe, this concept existed before the PPP was invented, where concessional investments such
as the construction of railways, etc. Governments all over the globe, but especially those of developing countries, also
cooperate with the private sector through concession contracts for the realization of public affairs.

Although the practice has existed for thousands of years, the term “Public-Private Partnership” (PPP) emerged
and gained prominence in the 1970s, a period when neoliberal thinking began to challenge the previously dominant
Keynesian model and the state’s role amid economic stagnation (Jomo et al., 2016). Although the concept of a public-
private partnership (PPP) appears straightforward, it is generally understood as a long-term contractual agreement
between a private entity and a government institution for the provision of a public asset or service, in which the private
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partner assumes substantial risk and management responsibility (Jens et al., 2014).

If PPPs are well governed, they constitute an opportunity to diversify the delivery of public infrastructure and
services at an optimal cost with quality, as well as enable the distribution of risk and are associated a beneficial effect on
economic growth. PPPs enable the transfer of risks to the private sector, which is often better equipped to manage them.
Nevertheless, governments must also assume their portion of responsibility and assist in mitigating the risks assigned to
the private sector (UNFC, 2008).

The sustainable development is a new model of development which is determined by the public interest and
cannot be seen detached from the integrated consideration of social and economic problems, as well as environmental
problems which today in the conditions of a globalized world are getting the particular importance. Therefore, it should be
aimed to achieve the environmental objectives without negative impacts on the economy. The government must pay
attention that every concession project is in the function of providing services to the citizens, considering especially the
most vulnerable ones, to protect the environment, and to respect the legal framework. The key challenge is to establish
PPPs that achieve social goals, such as alleviating poverty and safeguarding the rights of disadvantaged and vulnerable
groups (UNFC, 2004).

A government can be labeled as inclusive if it effectively serves all people and engages them, takes into account
gender, national minorities and when institutions, policies, processes and services are accessible to all, are responsible
and accountable to all members of a society.

Good and inclusive governance is an important condition for achieving the social stability and sustainable
economic stability, as well as being the main priority in the international development in line with the goals of long-terms
development.

In the implementation of various projects through PPPs, the interest of all actors should be taken into
consideration, and in the framework of the transparency, a broad discussion with the public should be held. Transparency
towards citizens is a necessity for any affairs or projects carried out with a concession, since the works carried out with
PPPs affect the pockets of citizens', including their financial obligation in the future as taxpayers. Many governments,
along with regional and international organizations and NGOs, have started to acknowledge the vital role of good
governance in promoting economic development. The growing attention to governance matters stems from concerns
regarding the ethical conduct of public and private actors functioning within an increasingly globalized economy (UNFC,
2004).

2. Methodological Framework, Aim, Objectives, and Research Questions

For the realization of this paper, the method of secondary data used by cross-checking information obtained from the
literature review of foreign and local authors as well as information published by non-governmental and governmental
organizations. The study is also grounded in an examination of academic literature as well as international institutions
World Bank (WB), United Nations Economic Commission for Europe (UNECE), Food and Agriculture Organization (FAO),
etc. A considerable part of the literature is found in electronic libraries of scientific works. The lack of scientific works of
recent years by local authors was considered a difficulty of this research.

The primary objective of this research is to underscore the significance of effectively planning and executing
Public-Private Partnerships (PPPs), while simultaneously ensuring citizen engagement in policy formulation and decision-
making within the framework of open governance aimed at fostering sustainable economic development.

The specific objectives pursued in this paper are outlined below:

(@) To highlight the importance of collaboration across the public and private sectors in service provision and
infrastructure improvement as a pathway to sustainable growth.

(b) To stress the necessity of building robust institutional capacities for the management and evaluation of PPPs,
thereby enabling them to serve as a vital instrument for the delivery of public goods and services.

(c) To emphasize the need for well-defined accountability mechanisms and the adherence of all contractors and
entrepreneurs to established social and environmental standards.

(d) To demonstrate the importance of inclusive governance and comprehensive public awareness as critical tools
in combating corruption.

Research questions raised in this paper are as follows:

- Is it necessary for the government to define internationally accepted rules and guidelines regarding PPPs? (Here
we are talking about accountability standards and reporting standards which must be internationally accepted)

-Do PPPs constitute an opportunity for diversification of risk and delivery of infrastructure and services at optimal
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cost?

-Is inclusive governance a necessity for every democratic state?

-Does the public sector in Albania have the necessary capacities and skills for the successful development of
PPPs?

3. Literature Review

Many authors consider the cooperation between the public and private sectors as a positive phenomenon, however, it also
presents certain drawbacks if the legal framework is not implemented, if there is a lack of transparency, accountability to the
public, which is a contributor but also a beneficiary of the works that are carried out with concessions. The need for public
infrastructure is steadily rising as urbanization accelerates and the economy expands. Confronted with limited financial
resources, governments are increasingly turning to private partners capable of supplying substantial capital to support the
development of public infrastructure (Marx,2019). The effective collaboration between public- private sector supports
sustainable development models tailored to societal needs, fostering a more equitable and inclusive socio-economic
environment (Budnik et al., 2024). The participation of citizens in decision-making for the realization of public works in order
to improve living standards while not neglecting the preservation of the environment is an important element of the
sustainable development of the local and global economy. Currently, no standard or widely recognized definition of PPP has
been established. Nabeela (2006) argues that PPPs involve collaboration between two main actors — the government and
the private sector — who establish arrangements for delivering public infrastructure, community facilities, and other services.
According to Nabeela, these arrangements are characterized by a shared distribution of investment, risks, responsibilities,
and rewards between the state and the private sector. Notably, this sharing extends to the financing, design, construction,
operation, and maintenance of public goods (Nabeela, 2006, pg. 1).

Numerous governments, along with regional and international organizations and NGOs, have started
acknowledging the critical role of good governance in fostering economic development. This growing attention to
governance stems from concerns regarding the ethical conduct of both public and private actors within an increasingly
globalized economy (UNFC, 2004).

Governance is considered inclusive when it actively involves and addresses the needs of all members of society. It
is deemed accountable when rule-making and enforcement are conducted transparently, impartially, and in a manner
responsive to everyone within a state or community. The concept of inclusive governance carries significant intrinsic
value, as, in principle, inclusive decision-making processes empower individuals by giving them a voice, ensuring basic
freedoms, enabling them to pursue their valued goals and aspirations, and providing avenues for redress in cases of
perceived injustice (Stiglitz et al., 2009).

Inclusive governance and accountability are vital for addressing economic and social challenges, as well as
preventing corruption and injustice. They strengthen community resilience by restoring social cohesion, promoting
participation, allocating resources, and protecting minority rights. Governments face pressures from urbanization, aging
infrastructure, network expansion, and the goal of serving previously unserved areas. Moreover, infrastructure services
often operate at a deficit, covered by subsidies, creating additional demands on public resources (Charles, 2009).

The design and implementation of PPPs should be a careful process where the public and private partners apply
the predetermined rules and be transparent. In some instances, this process does not function as intended. On this point,
authors Jomo KS, Anis Chowdhury, Krishnan, and Daniel Platz note that certain challenges may be inevitable. They
argue that PPPs often “fail to work” due to the misalignment of objectives between the public and private sectors (Jomo et
al., 2016). The private sector aims to maximize profit in order to ensure continuity, this contradicts the objectives of the
public sector, which aims to provide quality services to the public at relatively low costs and to preserve the environment.
To ensure PPPs are used effectively, governments need to: (1) establish and enforce well-defined guidelines for their
implementation; (2) assess, measure, and transparently report the associated risks and anticipated expenses; and (3)
adjust budgetary and accounting systems to fully account for all fiscal implications (Irvin et al., 2018).

PPPs are not suitable for every situation and should not be considered a universal solution. Nonetheless, they
provide several advantages, including access to additional resources, advanced technology, faster project
implementation, and improved user satisfaction. PPPs span various sectors such as infrastructure, energy,
transportation, and telecommunications, and more recently extend to education, health, security, and defense. They
present both local and national authorities with alternative solutions and options (UNEC, 2004).
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4, Public-Private Cooperation and Inclusive Governance in the Function of Sustainable Development in Albania

Sustainable development as a new model of development oriented by the public interest must take into consideration not
only the social aspects but also the environmental ones in the conditions of a world that is becoming more and more
global.

The Albanian government, like all governments around the world, is faced with limited resources and increasing
demand in order to improve the standard of living of citizens through sustainable economic development.

No one government has the financial resources it needs to cope with social and infrastructural development and to
provide all services with quality and effectiveness. In order to realize its program in terms of the durable economic
progress and the continuous improvement of the standard of living of the citizens, the government must utilize all possible
resources. In this view, the public sector, in addition to other opportunities, also turns to the private sector for the
realization of public works of various types, and this does not constitute any problem. The problem lies in the adequate
legal framework as well as the institutional framework, which constitute the cornerstone for the execution of concession
contracts. The cooperation of the governmental and non-governmental organizations in the form of Public Private
Partnership decades ago, mainly before the 1970s, was little mentioned in Europe, today this phenomenon has received
a great attention, always in the perspective of the sustainable development of the economy. In 2001, the Public-Private
Partnership Alliance of the United Nations Economic Commission for Europe (UNECE) was established to enhance the
public sector’s knowledge, capacity, and ability to develop effective PPPs in Europe. The UNECE produces guidelines on
PPP best practices, develops related educational and training materials, and organizes PPP conferences and workshops
(UNECE, 2008). The term PPP, Public-Private Partnership in Albania became recognized after 2006, based on Law No.
9663, dated 18.12.2006 for concessions. The Albanian law on concessions was drafted under the consultancy of the
International Finance Corporation (IFC). Law 9663 created the necessary framework for promoting and facilitating the
implementation of concessionary projects financed by the private sector. The concept of good governance existed before
90s, but it was a priority in the early 90s, whereas concept of comprehensive governance is a relatively new concept but
is getting increased attention these days.

For every democratic country, it is important to promote an inclusive society for sustainable development, the
building of effective and responsible institutions, as well as access to information for all levels and social groups.

Aiming for sustainable economic growth in the framework of the implementation of successful projects through
PPP contracts, we must not neglect the protection of the environment. Environmental safety concerns accompany all
infrastructural projects, but mainly and not only energy projects are a threat to the environment. The primary challenge of
a government, when it comes to such a partnership commitment, consists in how it will realize the interaction of the public
and private sectors (Charles. 2009).

Since the year 2006 and following in Albania, PPPs have been applied to social infrastructure such as education
and health, in the energy sector, in the land and air transport sector, in the agricultural sector, for social housing, and in
the environment, where incinerators for waste treatment taken largest weight. Recently, the concession contracts in
Albania have been talked about a lot, for aspects of the performance and realization of the contracted works, this has
caused that, the image of the PPPs is fading somewhat. Also, some concession contracts in the energy sector have been
accompanied by major environmental consequences, especially those related to the construction of some HECs near
rivers, both in the south and in the north of Albania.

Encroachment on the environment is a big problem both for current generations and for future generations as well
as it affects an important aspect of sustainable development. Referring to the data published by Open Data Albania,
active concession contracts in January 2024 are 216 with a total value of ALL 633 694 258 786, where the energy sector
has the largest weight with 182 contracts or 84.26% of the total number and a value of ALL 407 940 231 123, or 64.37%
of the total amount (www.opendata .al).
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Chart No. 1 Number of Concessionary Contracts active at the beginning of 2024 by sector
Source: Authors' processing based on data taken to www.opendata.al

Referring both of graphs, the energy sector has the largest share of active concession contracts at the beginning of 2024.
While in the road and air transport sector there are 20 active contracts, while in other sectors the number of contracts is
Health 4 contracts, Education 2 contracts, Agriculture 2 contracts, Environment 3 contracts, for economic development 2
contracts, Tax System and Customs 2 contracts. Concessionary contracts active in the energy sector are 182 and occupy
64.37% of the total value of all active contracts at the beginning of 2024.
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Chart no. 2 Value of Concessionary Contracts active at the beginning of 2024 by sector in Albanian Leké (ALL)
Source: Authors' processing based on data taken to www.opendata.al

While the anticipated concession contracts that will be concluded during the year 2024 are 6 contracts with a total value
of 109517384053 Albanian Leke (ALL), or 4.5% of the GDP anticipated for 2024 (www.opendata.al). Governments all
over the globe have as their main mission, the supervision and distribution of resources to offer you as much as possible
the expectations of the citizens, while the public must pay taxes and duties according to the laws in force to enable the
realization of the functions of the state. But the resources usually are not enough to fulfill the objectives of the government
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programs and therefore the public sector sees it as an opportunity to cooperate with the private sector through
concession contracts. The use of PPPs is accompanied by positive effects but also negative consequences. The issue
lies not in the utilization of PPPs, but in their implementation, specifically whether the contract's objectives and all its
terms are duly respected and adhered to.

Governments, particularly in Europe, have increasingly partnered with the private sector to develop, finance, and
deliver public health infrastructure and services through PPPs. This trend is driven by rising costs for maintaining and
operating public assets, constrained government budgets, the desire to leverage private sector expertise for innovation,
and the aim of more effective risk management (Roehrich et al., 2014).

Corruption poses a significant threat to democracy, effective governance, fair competition, and the sustainable
economic, social, and political development of a nation. It substantially impedes economic progress by fostering
inequality, bias, and nepotism, and undermines citizens’ trust in the state. Consequently, combating corruption remains
one of the foremost challenges for any state committed to democratic principles, vision, and high integrity (National Plan,
2003-2004).

5. Results

Sustainable development as a new model of development oriented by the public interest must take into consideration not
only the social aspects but also the environmental ones in the conditions of a world that is becoming more and more
global.

The availability and implementation of favorable legal and institutional frameworks for investments made through
PPPs, are without doubts constitute important and necessary factors to guarantee success and the objectives of
sustainable development.

Investments orientation through public—private partnerships, supported by practical know-how and efficient contract
management, creates a valuable avenue for reducing risk-related costs.

The development of state institutional capacity for the management and supervision of PPPs is a necessity to
ensure successful projects and is a function of the long-term development of the economy.

It is not a mistake to use concessionary contracts in the provision of social services, in infrastructure in the
environment, etc., the problem lies in the construction of the adequate legal framework as well as the construction of the
institutional framework, transparency, corruption, respect for the terms of the contracts, responsibility and accountability.
The government should define internationally accepted rules and guidelines related to accounting standards, reporting
standards and transparency, this is also important to maintain the image of PPPs.

The implementation of PPPs generates a range of outcomes, bringing not only beneficial effects but also certain
drawbacks. In practice, these partnerships can contribute to improved efficiency and resource utilization, yet they may
also create challenges and unintended negative implications.

These partnerships leverage the strengths of both sectors: the resources, infrastructure, and regulatory support of
the government and the innovation, efficiency, and capital investment from private entities (Vorng P., et al. (2024)

6. Conclusions

Public-Private Partnership is a relatively recent concept in Albania, and there is a limited availability of theoretical
resources or scientific studies by local authors. This scarcity of literature also poses a challenge for this paper.

The PPPs are not advisable in every case, since if they are not governed well, they are accompanied by major
consequences, up to non-realization of the contracted works. The collaboration between public and private entities, by
integrating the capabilities of the non-governmental sector, including entrepreneurial initiative, creativity, technological
and managerial competencies, with the responsibilities of the public sector—such as social responsibility, accountability,
and the provision of opportunities—creates an environment conducive to delivering high-quality services and constructing
robust infrastructure.

In the implementation of various projects through PPPs, the interests of all actors should be taken into
consideration, and in the framework of transparency, a broad discussion with the public should be held.

Policy makers, the private sector and civil society should pay a lot of attention to good management during the
implementation of the public-private partnership. If all legal procedures will be respected and there will be no lack of
transparency and accountability, then the public-private partnership will be successful, otherwise many problems and
flaws will be encountered in this process.
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