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SYNOPSIS

This case concerns Aruba’s challenge 
to preserve its pristine environment 
while providing adequate transportation 
infrastructure with limited public finance. The 
solution was to form a 20 year public-private 
partnership (PPP). The lessons learned have 
to do with how to organize and coordinate 
project activities, resolve the lack of local 
expertise, prepare contracting, carry out 
procurement, ensure positive environmental 
and social impacts and generate political and 
community support.
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BACKGROUND

Since 1900 the population of Aruba has 
increased from around 10,000 to over 100,000 
(2016) with the visiting tourist population now at 
1,4 million per year. As a result, passenger and 
freight traffic have grown dramatically. Due to the 
surge in prosperity, there has been a significant 
increase of the number of cars: car ownership is 
currently estimated to be 550 vehicles per 1000 
inhabitants. Road transport infrastructure and 
spatial planning, however, did not keep up. On 
certain routes traffic congestion became a regular 
phenomenon. In general, the lack of adequate 
spatial planning resulted in a fragmented 
development pattern and a corresponding 
widespread and dense road network. Extensive 
use of space, high maintenance costs, poor road 
quality, loss of nature, paucity of public transport, 
and lower quality of living standards are some of 
the negative effects. Since Aruba is a relatively 
small island (area of ca. 180 km2), the use of 
space and impacts on the environment have 
become growing sources of concern. Improving 
the existing road infrastructure was often a topic 
on the political agenda, but it failed to become 
national policy due to lack of financial resources. 

As part of its overarching mobility plan, the 
Government of Aruba decided to prioritize the 
realization of smooth traffic flows between the 
capital Oranjestad (mid-western part the island) 
and San Nicolas (southeast part of the island). 
The Green Corridor Project (2011), a major part of 
this plan, includes establishing good connections 
with the new container port and ‘free zone’ in 

Barcadera, and the airport near Oranjestad. The 
construction of a ring road around Oranjestad, 
called ‘J.E. (Watty) Vos Boulevard’, unlocking 
the west coast (hotel area) and northern part 
of the island, is another an “ongoing” project in 
the sense that the actual construction is yet to 
begin. High-quality (road) infrastructure is one 
of the preconditions to count on in transforming 
Aruba into an attractive European bridgehead 
or ‘gateway’ for services and trade to and from 
Latin America and the Caribbean. 

The main objectives of the Green Corridor 
Project are to improve traffic flows and shorten 
travel time and to increase the safety conditions 
for the road users by upgrading the existing 
infrastructure. The project also aims to contribute 
to economic development of the southeast part 
of the island and improve the quality of life within 
residential areas along the Green Corridor. Sub-
objectives include adequate public transport; 
good accessibility for cyclists and pedestrians; 
beautification of the route; sustainable street 
lighting; and promoting an attractive investment 
climate for businesses and the hospitality 
industry. The underlying values include 
conservation of nature and the well-being of 
people. The project derives the term “Green” 
from the choice to increase the capacity of the 
existing infrastructure instead of constructing 
a potentially distructive dual carriageway in a 
nature reserve. 
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The Green Corridor Project falls within 
the scope of several United Nations 
Sustainable Development Goals: 

Goal 3: ensure healthy lives and promote well-
being for all at all ages; 

Goal 8: promote sustained, inclusive and 
sustainable economic growth, full and productive 
employment and decent work for all; 

Goal 9: build resilient infrastructure, promote 
inclusive and sustainable industrialization and 
foster innovation; 

Goal 11: make cities and human settlements 
inclusive, safe, resilient and sustainable; and 

Goal 15:  protect, restore and promote sus-

tainable use of terrestrial ecosystems, sustain-
ably manage forests, combat desertification, 
and halt and reserve land degradation and halt 
biodiversity loss.
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A number of challenges and preconditions had to 
be met to build this new transport infrastructure. 
First of all, there was the question of finding 
financing the Green Corridor Project. Previous 
plans to improve the existing road infrastructure 
failed due to the lack of financial resources. In 
order to overcome this hurdle and to minimize 
risks, preference was given to a private-public 
partnership (PPP) over the traditional way of 
project implementation. However, this approach 
came with its own challenges. Since it was Aruba’s 
first experience with a PPP infrastructure project, 
no lessons could be learned from previous local 
experiences. Some challenges encountered 
were similar to those of other major projects, 
while others were related to the uniqueness of 
a PPP. In addition, there were challenges with 
respect to practicing sustainable development 
as a guiding principle. 

CHALLENGES

The key challenges faced include:

How to organize and coordinate project-
related activities?

How to resolve the lack of local expertise?

How to finance the project and its effects on 
the national budget?

What are the main assumptions of the 
contract?

What procurement procedures to follow?

What is the environmental and social impact 
of the project?

How to get political and community support?
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TOWARDS A SOLUTION

In order to use the PPP modality to build this 
much needed infrastructure, the Aruban 
authorities took the following steps:

ORGANIZING AND COORDINATING 
PROJECT-RELATED ACTIVITIES
Since the Green Corridor Project is a long-
term project of 20 years that involves a public-
private partnership (PPP) that was “a new way 
of public management for Aruba”, it was not 
possible to organize and coordinate the project 
through the usual channels. Therefore, the 
Government chose to establish a dedicated 
working group comprised of representatives of 
relevant departments involved in the project. 
The responsibility for the general preparation, 
advising and support of the Government were 
assigned to this project team.  

RESOLVING THE LACK OF LOCAL 
EXPERTISE 
Since the Green Corridor Project represents 
Aruba’s first PPP infrastructure project, relevant 
expertise and experience were largely lacking. 
In order to compensate for this, special courses 
were provided for the project team members. 
Further, a PPP expert of the Dutch Department of 
Waterways and Public Works (‘Rijkswaterstaat’) 
was included in the project team. This public 
body is responsible for the design, construction, 
management and maintenance of the main 
infrastructure facilities in the Netherlands.  
In addition, the project team hired external 
financial and legal advisors with demonstrated 

experience in the field of PPP projects. Some 
of the advisors enabled the project team to 
leverage the expertise of their networks abroad. 

MAIN ASSUMPTIONS OF THE CONTRACT
The initial set of contracts were based on a 
number of assumptions. First, tasks and risks 
were to be allocated to the party best able to 
manage them at the lowest cost. Second, the 
selected private partner or bidder would be 
responsible for the functions of “design, build, 
finance, and maintain” (‘DBFM-contract’). Such 
clustering of functions enables the private party 
to optimally harmonize activities for reasons 
of cost reduction. Hence, it promotes project 
implementation that conforms to agreed time 
schedules. Further, the contract is performance-
based; the final result is not a product but 
a service that must comply with stipulated 
output specifications. The private party does 
not get paid until the infrastructure is available 
for public use. Availability fees are spread over 
the remaining term of the contract. Over all, the 
Government or public party is guaranteed long-
term access to high quality infrastructure at no 
extra cost. For the sake of the continuity of the 
project, the private partner can be replaced in 
case of a serious breach of contract (‘step-in 
right’). 
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PROCUREMENT PROCEDURES
A competitive dialogue was chosen as the 
procurement procedure for the project. This 
procedure is linked to the European procurement 
directives that apply to the entire European 
Union. It is a reliable practice that is valued by 
investors (banks) operating in the European 
Union. Another advantage is its dialogue phase 
that facilitates an open discussion between the 
public party and the selected bidders. Therein, 
it is possible to exchange and clarify options, 
preferences, ideas and needs. The dialogue 
requires creativity on the part of the selected 
bidders to come with useful suggestions and 
solutions. This enables the selected bidder 
to weigh options for substantial cost savings 
and for the most efficient approach to project 
implementation. Further, the dialogue phase is 
the opportunity to discuss the contract terms 
and the associated risk allocation. This way, the 
public party will get a good idea about the best 
partner for long-term commitment. Arguably, 
competitive dialogue is a prudential approach to 
first time negotiations of complex tenders and 
major PPP infrastructure projects. However, 
so far, Aruban law only recognized traditional 
procurement procedures. Therefore, additional 
legislation was required to use the competitive 
dialogue as the selected procurement procedure.  

FINANCING AND DEALING WITH EFFECTS 
ON THE NATIONAL BUDGET
In the case of a traditional implementation 
method, the total investment sum would be 
budgeted in the year the contract is concluded. 
The choice of a PPP construction modality 
provides for the use of off balance sheet financing. 
The private partner is entitled to quarterly fees 
that will be charged to the budget at the time 
of payment. These payments start as soon as 
the infrastructure is available and conforms to 
output specifications. In principle, prior payment 
commitments do not exist. However, the 
Government must still decide how to cover the 
availability fees and other project costs that are 
charged to the budget. The following solutions 
may be considered: income from expected 
economic growth, as stimulated by the project; 
creating extra sources of income (e.g. increase 
of vehicle tax); or closing of extra loans. In case 
of borrowing, also the debt principal, closing 
fees and interest costs will come at the expense 
of the budget. 
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ENSURING POSITIVE ENVIRONMENTAL 
AND SOCIAL IMPACTS OF THE PROJECT
The underlying values of the Green Corridor 
Project include conservation of nature and 
the well-being of the people. In order to get 
confirmation that these values are put into 
practice, an evaluation took place into the 
environmental and social impacts of the 
project. Overall the effects of the construction 
and operation of the Green Corridor on the 
local environments were considered small or 
temporary, while the social impact was found to 
be favorable.  

ACQUIRING POLITICAL AND COMMUNITY 
SUPPORT
As a rule in a parliamentary democracy, 
the Government is expected to justify the 
prioritization of its choices in the allocation 
of scarce public financial resources. Political 
sensitivities played a role in the discussion. 
Why does an infrastructure project take priority 
over education or fighting crime? What are the 
consequences for the national budget? The 
support of parliament was a condition to make 
the Green Corridor Project possible. With the 
purpose to create the maximum public support, 
the Government vowed to closely involve 
parliament in the preparation and realization of 
the project. This is even more important, since 
the effects of the Green Corridor Project contract 
stretch over a period of 20 years. The long-term 
nature is typical for PPP projects, but conflicts 

with the main guidelines that the maximum 
duration of Government contracts may not 
exceed five years. However, the law allows for 
exceptions when the minister responsible for a 
PPP project is explicitly authorized by parliament. 
Approval of parliament was essential in order 
to use competitive dialogue as the selected 
procurement procedure. So far, Aruban law 
had only recognized traditional procurement 
procedures. Hence, political support was a 
necessary condition to succeed.

Besides regular sessions between Government 
and parliament, meetings were held between 
parliament and the project working group. Due 
to the long-term nature of the PPP project and 
for reasons of transparency, the government 
decided to take on the duty of reporting 
progress to the parliament. In order to create 
public support, the government organized 
events (‘industry days’), including town hall 
meetings and presentations for stakeholders. It 
also opened a website (www.p3aruba.com) for 
public information. Also, a telephone number 
was announced for information and complaints 
during the construction phase. Furthermore, 
the public is informed of ongoing progress via 
weekly bulletins on national television. 
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Road users with passenger and freight 
vehicles
Considering traffic movements between 
residence-work/school and recreation and 
tourist destinations, shorter travel time results 
in more time for alternative activities (e.g. study, 
hobby, recreation, sport), and lower transport 
costs. Safety conditions will be improved, 
which means fewer traffic accidents reducing 
material damage, injuries and fatalities.  

Family members of road users
Reduced travel time means more opportunity 
to spend quality time with family members.

Entrepreneurs
Lower transport costs produce better 
profit margins. Further, unlocking the 
southeastern part of Aruba creates a better 
business environment for present and future 
entrepreneurs.

Pedestrians and cyclists
The project includes separate pedestrian and 
cycle paths.

Tourists
The project will add to more attractive vacation 
spots.

Nature conservationists
The set-up of the project promotes conserva-
tion and reduces infringement on nature.

Nearby residents 
The project will lead to a better quality of life 
due to a more attractive living environment.
Less nuisance of traffic congestion, increased 
environmental conservation, more green 
spaces, improved accessibility, more 
gathering places promoting relaxation and 
social cohesion, better range of businesses 
and services

BENEFICIARIES AND IMPACTS

The Green Corridor Project is still in its formative phase. Groups that will benefit from 
the project are:
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STAKEHOLDERS AND THEIR CONTRIBUTIONS

The main stakeholders that contributed to the 
project are:

The Government of Aruba: Sustainable 
Development is one of the basic principles of 
the general government policy.

Minister President of General affairs, Science, 
Innovation and Sustainable Development: 
Sustainable Development is part of the portfolio 
of the Minister President. As such, he carries 
out the vision behind the project and he is 
the initiator. In addition, he is Chairman of the 
Council of Ministers.

Minister of Environmental planning, 
Infrastructure and Integration: Infrastructure is 
part of this Minister’s portfolio. He is ultimately 
responsible for the Department of Public Works 
(‘DOW’).

Parliament of Aruba: Parliament practiced 
its rights to question and to amend the 
initially proposed legislation. Ultimately, the 
majority approved the state ordinances to 
facilitate the use of the competitive dialogue 
as procurement procedure and to enable the 
Minister of Infrastructure to enter into long-term 
commitments exceeding the normal five years.

Raad van Advies (Advisory Council): 
Established by the constitution, this body 
advises government and parliament on matters 
of legislation and administration. It advised 
positively with respect to the additional Green 
Corridor legislation. 

Project Team DBFM Contract Green Corridor 
Project (2010): This dedicated working 
group was comprised of representatives 
of relevant government departments and 
external consultants. It was tasked to prepare 
the project, and to advise and support the 
government during the implementation of the 
project. 

Citizens and organizations attending town hall 
meetings and business days.

Potential candidates or bidders for the Green 
Corridor DBFM contract: The contractors
MJM Aruba (Aruban, Curacaos and Australian 
consortium), Vergas Aruba (Columbia) and 
Grupo Odinsa S.A. (Columbia) participated 
in the dialogue phase of the procurement 
procedure. 

Grupo Odinsa S.A.: The private partner that 
was selected as party to the Green Corridor 
DBFM contract. 
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Deutsche Bank and the Aruban Investment 
Bank: These banks provided for the project 
financing.

Rijkswaterstaat: A PPP expert of the executive 
body of the Dutch Ministry of Infrastructure and 
Environment, was added to the Project Team 
Green Corridor. She was assisted by law office 
Pels Rijcken & Droogleever Fortuijn. 

DOW: As a member of the Project Team 
Green Corridor, it gathered information on the 
technical aspects of the project. June 2013, 
DOW presented an environmental and social 
impact assessment (ESIA) report, drafted in 
cooperation with a consultant.

Minister of Financial Affairs and Government 
Organization: The national budget is part of this 
Minister’s portfolio. He is ultimately responsible 
for the Department of Financial Affairs (‘Directie 
Financiën’,) that was represented on the Project 
Team to conduct financial analyses.

Minister of Economic Affairs, Communication, 
Energy and Environment: economic affairs and 
nature conservation is part of this Minister’s 
portfolio. 

‘Dienst Wetgeving en Juridische Zaken’: The 
‘Department of Legislation and Legal Affairs’ 
provided legal advice.

The utility companies contributed to the project 
planning with respect to the location and 
reallocation of cables and pipelines.

Various external (legal, financial and technical) 
consultants, local and from abroad, that were 
hired by the Project Team. 

“We do not consider roads and neighborhoods as 

separate matters, but seek above all coherence. This 

project is really going to improve the lives of almost 

everyone in Aruba.”

BENNY SEVINGER
MINISTER OF INFRASTRUCTURE, 

INTEGRATION AND ENVIRONMENT
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LESSONS LEARNED

Organizational set up of Project Team
The responsibilities and decision-making 
competence of the Project Team Green Corridor 
were not clear to its members. As a rule, decisions 
were not taken based on consensus. Hence, 
the organizational structure and members’ roles 
needed more clarification. 

Commitment of Project Team members
Some project members were worried about 
the amount of time they would have to spend 
on the project and claimed not to be able to 
combine the Project Team membership with 
their regular activities. They refrained from further 
participation. As a consequence other people 
and external consultants had to step in. It goes 
without saying that people can only be part of a 
dedicated working group when they are exempt 
from other duties. 

Getting familiar with a new concept 
In a PPP, specific public tasks and responsibilities 
are assigned to a private partner. Apart from 
new procedures, this transfer of responsibilities 
requires a change of mindset in government 

departments that were traditionally in charge. 
They need to accept that certain matters are 
no longer within their scope. This is not easy 
when public officials are still indirectly involved in 
the project and their position remains the same 
outside the project. It takes time to understand 
and accept how the new cooperation 
arrangements works. Hence, management 
needs to take on a coaching role. 

Damage to cables and pipelines are one of 
the main project risks. The exact location and 
relocation of these and the continuity of supply 
require a close coordination between the utility 
companies and the private partner. Fortunately, 
there are only a limited number of utility companies 
that need to get used to the PPP modality. For 
various infrastructure issues the Department of 
Public Works is traditionally approached while in 
a PPP, the Green Corridor contractor should be 
addressed. Specific instructions were needed to 
clarify these arrangements. 

The public party starts making quarterly 
payments the moment the infrastructure is 
available according to set output instructions. 
The amount of each sum may vary in case any 
penalties need to be settled. It is crucial that 
the Financial Department pays in accordance 
to the agreed timetable, otherwise the payment 

The many learning experiences are linked to the challenges and solutions:

How to organize and coordinate the 
project-related activities?
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How to resolve the lack of expertise?

due will be increased with a delay-penalty. 
The importance of timely payments must be 
well explained to the particular government 
department because it is accustomed to its own 
policy by which payments can be held up to 90 
days.  
    
The Green Corridor Project led to five litigations 
which can all be traced back to careless actions. 
Misinterpretations can be avoided by better 
explanation to potential bidders. Furthermore, 
deadlines to submit documents cannot be 
entertained but need extension when changes 
are introduced at the last moment. 

Preferably, after awarding the contract, there 
should be no changes in the work to be per-
formed. Extras cost money. Project manag-
er should take sufficient time to determine the 
minimum requirements, and then stick to the 
agreements. Moreover, deviations may not be 
covered by the set risk allocation and they might 
jeopardize certain agreements.

Green Corridor is Aruba’s first infrastructure PPP 
project. There is much to be said for not starting 
a second one soon after the first, but to take 
time to learn from previous experiences. 

Causing stress
Although all members of the Project Team 
received special courses, some were 
discouraged by the difficulty and complexity of 
the project and related matters. They dropped 
out. Probably, they needed more support and 
time to acquire the necessary knowledge. 

Qualities
It was noted that it is beneficial if Project Team 
members are able to apply multi-disciplinary and 
multi-perspective approaches when handling 
complex project-related affairs.

Challenges
The Government must decide how to fund the 
quarterly “availability fees” charged to the budget 
once infrastructure is made available by the private 
partner. Depending on the source of funding, 
the national budget may be adversely affected. 
Surely, PPPs enable Small Island Developing 
States (SIDS) to make large investments to 
accommodate economic development. At the 
same time, it makes sense to maximize the total 
(off-balance sheet) expenses of PPP projects 
to a certain percentage of the total national 
budget. In other words, PPPs may be a solution 
but budgetary limits are necessary to ensure 
sustainable public financial management. 
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Decisive role of banks
The initial design was that bank commitments 
would be in place the moment the procurement 
procedure started (‘committed bid’). This 
condition may be feasible in Europe but it did 
not work for the Latin-American region. Banks 
are cautious and associate the Caribbean with a 
higher credit risk. If the private partner does not 
get paid, then the bank is left with a problem loan. 
Thus, the risk allocation between parties became 
a topic of discussion. Under the circumstances, 
banks have a powerful bargaining position. 
Ultimately the public partner had to accept a shift 
in its risk burden to its detriment. Remarkably, 
this did not affect the procurement sum. Anyhow, 
a more realistic, contextual approach seems 
more appropriate. There may also be reasons to 
consider a DBM  (design, build, maintain) instead 
of a DBFM (design, build, finance and maintain) 
construction. 

Role of risk analysis
Since risk allocation is a critical factor, it is of 
utmost importance to invest time in a proper risk 
assessment as part of the preparations. This 
evaluation should play a role in the determination 
of the contract price and strengthen the 
Government’s negotiating position with banks. 

How to bridge the communication gap?
The competitive dialogue is recognized as an 
adequate procedure to achieve a good exchange 
of information, needs and options. However, 
insufficient account was taken of interested 
bidders from the Latin-American region. First 
of all, there was a communication problem 
because the initial prescribed language was 
Dutch. This was eventually switched to English 
with translations to Spanish or Papiamento 
for those who did not speak the language. 
There was also the technical challenge: the 
procurement procedure was based on technical 
standards common in the Netherlands/Europe, 
while the potential partners used American 
standards. Hence, the initial communication 
was difficult, while the technical aspects required 
more attention. The advice is to focus more on 
interested parties or bidders from the region.

Clear starting points
The first experience with the dialogue phase 
highlighted the lesson that there is a need to 
better explain the wishes of the Government. 
Furthermore, it raised awareness that the 
requesting/provision of information needs to 
take place in a more structured form. One of 
the changes in the next PPP infrastructure 
project was the use of templates with a clearer 
explanation of the information to be filled in by 
the potential partners.
 

What are the main assumptions of the 
contract? 

What procurement procedure to 
follow?
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Sustainable approach
The Green Corridor Project produces an 
environmentally sustainable outcome. Aruba will 
have the availability of infrastructure of consistent 
quality over a period of eighteen years. The 
existing location was deliberately chosen instead 
of other options in order to conserve nature. 
Furthermore, the use of recycled materials, 
energy-saving lighting, better drainage facilities, 
hardening of dirt roads, paths for cyclists and 
pedestrians and green and leisure facilities are 
part of the implementation. Other objectives 
include public transport and the promotion of an 
attractive investment environment for businesses 
and the hospitality industry. 

A bridge too far?
As indicated earlier, it is of utmost importance to 
make a proper risk assessment in advance. In 
the case of the Green Corridor, an environmen-
tal and social impact assessment or ESIA took 
place in 2013. A concern was the potential deg-
radation and loss of the Spanish River Lagoon 
wetland in the course of building of a bridge. 
Subsequently, the Government arranged for a 
further study into ways to minimize the damage 
to the mangrove wetland ecology. Moreover, in 
this context, it is crucial to know about the ap-
plicability of any international agreements the 
Government signed or ought to have concluded 
with respect to environmental preservation (e.g. 
Ramsar treaty). 

It is all in the game
Government’s attempts to convince parliament 
of the national importance of the project failed. 
Political support came mainly from members of 
parliament belonging to the ruling party, which 
forms a majority in parliament. This demonstrates 
that people can differ on policy priorities and the 
implementation of sustainability goals. Hence, the 
pursuit of sustainable development is part of the 
political process. Further, the long-term nature 
of PPP projects imposes certain requirements 
with respect to the Government’s accountability 
towards parliament and the general public. 

The approval by parliament of the Green Corridor 
Project legislation was a defining moment. It was 
essential to start the project, but at the same 
time parliament lost its leverage. After all, as long 
as the financial consequences remain within the 
set budget, parliament has limited control over 
the project.

What are the environmental and social 
impacts of the project?

How to get political and community 
support?
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Stakeholder management 

It was suggested that members of the Project 

Working Group should play a greater part in 

town hall meetings and “industry days” and  

contributions of politicians should be reduced. A 

better approach would be catering more to the 

practical information needs of stakeholders. The 

measures to inform the public proved partially 

successful. Residents still turn to the Department 

of Public Works with their concerns when they 

could contact the Green Corridor contractor 

instead. Again, more specific information 

targeting citizens’ needs would be useful.

 
“Public-Private partnership is an instrument to achieve 

public goals by using creative private contribution, 

aimed at better service for users and effective use of 

public funds.”

MARCELLA VAN VALKENBURG
PPP EXPERT OF THE DUTCH RIJKSWATERSTAAT
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Select an initiative for a long-term project

Evaluate why a PPP should be chosen in preference to 
other implementation forms 

Identify the contribution to the achievement of SDGs

Ensure commitment at the highest level

Inform and involve stakeholders at an early stage

Create political and community support

Secure the legal framework

Decide on financing in relation to the national budget

Make extensive risk assessments

Select appropriate PPP contract form

Set up dedicated project team(s) with clear responsibilities, 
mandates and reporting lines 

Provide special courses to compensate for the lack of 
expertise of officials involved in the project

Hire external advisors with demonstrated experience in the 
field of PPP projects

Prepare for a scenario in which the requirement of a 
committed bid is not feasible

Design the contract to include project output 
specifications

Select procurement procedures (including dialogue 
phase)

Consider the language and cultural/legal differences of 
interested bidders 

Prepare government agencies for the transfer of 
responsibilities and tasks to a private partner

CHECKLIST
FOR CONSIDERING A PPP PROJECT
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