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Summary: Public-private partnerships are 

undoubtedly an element of today’s na﬒ onal 

and interna﬒ onal business processes. They 

comprise a certain approach to bonding state 

and business eff orts in solving strategic issues of 

great signifi cance. Experience to date and the 

modest accumula﬒ on of theory moved a joint 

team of researchers from the Interna﬒ onal 

Economic Rela﬒ ons and Sta﬒ s﬒ cs Department 

of Sofi a’s Universi﬑  of the Na﬒ onal and World 

Economies to address the issue. The study 

integrates modern theore﬒ cal views and a 

large-scale survey of Bulgaria’s central and local 

government and the private sector. The drivers 

of PPP projects comprised a priori﬑ . 

The paper presents survey results and their 

theore﬒ cal context amid the latest studies 

by EU authors. A par﬒ cular place is given to 

the state as a partner rather than merely an 

authorised principal and coordinator of public 

facili﬑  projects. Both empirical material and the 

answers sought by modern science reveal a new 

role for the state and mechanisms for its turning 

into an eff ec﬒ ve partner to business.
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Introduction

E
conomic and socio-poli﬒ cal condi﬒ ons 

in the na﬒ onal and interna﬒ onal aspect 

bring about various forms of domes﬒ c 

and interna﬒ onal business collabora﬒ on. For 

some years now, interna﬒ onal business theore﬒ -

cians and prac﬒ ﬒ oners have studied innova﬒ ve 

func﬒ ons within set companies or na﬒ ons and 

brought argumented proof of them. This may 

certainly also be claimed of various public-private 

partnership projects (PPP). It was a fact that the 

Twen﬒ eth Century featured the establishment 

of such partnerships in na﬒ ons with market or 

emerging economies. The situa﬒ on in countries 

transi﬒ oning from planned to market economies 

is similar. A careful inves﬒ ga﬒ on of the phenom-

enon under review reveals a predominance of 

prac﬒ cal and applied interest and a defi nite pau-

ci﬑  of scien﬒ fi c studies into the issues. Yet, the 

signifi cance of PPP has drawn the a﬐ en﬒ on of 

the interna﬒ onal communi﬑  and of a number of 

interna﬒ onal organisa﬒ ons1. 

1 Examples include many years of involvement in PPP and PPP projects by the World Bank and the Interna﬒ onal Finance 
Corpora﬒ on, including the la﬐ er’s rela﬒ vely new Private Enterprise Partnership for Southeast Europe Infrastructure; EU 
policy and European Commission and EUROSTAT rules on PPP projects and their infl uence on na﬒ onal fi nancial stabili﬑  and 
UNITAR.
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It is hard to derive a single defi ni﬒ on and con-

cept of PPP from the body of individual and in-

s﬒ tu﬒ onal research and analysis of the issues. In 

the context of task-se﬐ ing for our PPP research 

project2, we accepted that PPP in its narrow 

sense represented interac﬒ on between the state 

and the private sector (both na﬒ onal and inter-

na﬒ onal) aimed at implemen﬒ ng ini﬒ a﬒ ves with 

the objec﬒ ve of solving socio-economic prob-

lems, crea﬒ ng public benefi ts, and assis﬒ ng sus-

tainable economic and civil-socie﬑  development 

within individual na﬒ ons3. This paper presents 

part of the results of the project, in par﬒ cular 

the theore﬒ cal and empirical studies of the driv-

ers4 of PPP. The la﬐ er were addressed specifi -

cally as incen﬒ ves and barriers to PPP project 

implementa﬒ on.

Modern theory and prac﬒ ce are not unanimous 

as to what these drivers are. Undoubtedly, the 

arrival of PPP marks signifi cant changes in the 

role of the modern state as regards the dynam-

ics and mode of provision of public services, not 

least in off ering greater opportuni﬒ es to busi-

ness and in changing the behaviour of individuals 

and non-governmental organisa﬒ ons. Economic 

growth and the requirement for democra﬒ c 

and sustainable development are changing the 

confi gura﬒ ons of economic agents and pressure 

groups.

The development of PPP has accompanied a re-

newal of the public sector by the adop﬒ on of 

a new management culture which places the 

ci﬒ zen or client centre-stage and presupposes 

accountabili﬑  as to outcomes, researching a 

great many diverse alterna﬒ ve mechanisms for 

service provision and for compe﬒ ﬒ on between 

public and private undertakings in delivering 

services, while recouping costs and a﬐ aining 

the best quali﬑  for the price. Partnerships are 

part of a general change in government modi 

operandi and lead to new management modes. 

Moreover, the image of government as the di-

rect supplier of services is transformed into one 

in which government is an empowering body 

which coordinates the ac﬒ ons of other suppli-

ers. The stress falls on “tasks, not par﬒ cipants,” 

“results, not investment.” Government is “more 

commi﬐ ed to direc﬒ ng and coordina﬒ ng ac﬒ ons 

than in taking part in such ac﬒ ons.” A number of 

countries which are upda﬒ ng their public admin-

istra﬒ ons have adopted the ideas and principles 

marke﬒ ng of services. A signifi cant aspect elabo-

rated at the end of the paper is that govern-

ments coordinate alongside non-governmental 

organisa﬒ ons, consumers’ associa﬒ ons and civil 

socie﬑ , with the la﬐ er monitoring the applica-

﬒ on of transparency and sustainabili﬑  principles 

and eff ec﬒ ng control over individual projects.

It is in these new reali﬒ es that the answer can 

be found to the enquiry as to the factors for PPP 

success. The research project was directed at 

outlining the characteris﬒ c features of partner-

ship between the state, business and non-gov-

ernmental organisa﬒ ons, and then of the most 

commonly named drivers of such partnership. 

The subject ma﬐ er focuses on Bulgarian experi-

ence and presents, as pointed out above, the 

2 This paper represents part of the results and output of a compe﬒ ﬒ ve project award as part of the UNWE 2006 to 
2007 Public Private Partnership in Bulgaria’s Integra﬒ on into the European Union research programme. As the project 
progressed, it u﬒ lised results from a research project on Universi﬑ -Business Interac﬒ on in Bulgaria’s Accession to the 
European Union by a team from the UNWE’s Interna﬒ onal Economic Rela﬒ ons Department.   
3 Боева, Б., „Международен мениджмънт”, Стопанство, 2004, София, стр. 205. 
4 A signifi cant volume of specialised literature was analysed for this research project. The views of various researchers who 
conceptualised PPP as enduring collabora﬒ on between the state and business stemming from the transfer of set func﬒ ons of 
the state to business amid a broadening of democra﬒ c principles in na﬒ onal government, were taken into account. Manuals 
and publica﬒ ons by interna﬒ onal organisa﬒ ons and consul﬒ ng companies were reviewed. The authors’ views and papers on 
PPP issues and other projects by the same authors were also taken into account. Theore﬒ cal views were supported by results 
from surveys and a focus group held in Burgas in 2007. Sta﬒ s﬒ cal processing was conducted using SPSS by a team led by 
Assoc Prof Pavlova, PhD of the UNWE.
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results of a survey of Bulgarian prac﬒ ce. In con-

clusion, we off er synopses of modern theore﬒ cal 

views in the light of the ques﬒ on as to what is 

benefi cial and what is challenging in public-pri-

vate partnerships na﬒ onally and interna﬒ onally.

Part I. Success and Failure Factors 

in PPP5

1.1. The PPP Phenomenon: Facts and Chal-

lenges

T
he development of PPP projects, accumu-

lated experience, and the limited theore﬒ -

cal background do not off er a uniform view as 

to the nature and features of PPP. Modern re-

search also seeks to fi nd synthesised views in 

the se﬐ led standpoints expressed in interna-

﬒ onal organisa﬒ ons’ guidelines. It is proper to 

state that EU documents lack a uniform inter-

preta﬒ on of the term “PPP.” The generally ac-

cepted defi ni﬒ on is that PPP means coopera﬒ on 

between the public and private sectors with a 

view to implemen﬒ ng investment projects or to 

providing services which have tradi﬒ onally been 

provided by the public sector6. The Green Paper 

on PPPs7 specifi es that the term relates to coop-

era﬒ on between state bodies and the world of 

business aimed at fi nancing, construc﬒ ng, reno-

va﬒ ng, managing and maintaining infrastructure 

or service provision. The Bulgarian Ministry of 

Finance’s methodological instruc﬒ ons on PPP8 

adopt the same defi ni﬒ on, adding that the pur-

pose of PPP is to achieve higher service quali﬑ . 

PPP structures rela﬒ onships so that each part-

ner discharges those func﬒ ons at which they are 

best and assumes those risks in whose manage-

ment they are best specialised.

The PPP model is long known in interna﬒ onal 

prac﬒ ce and has for some years been a basic 

instrument of interac﬒ on between local and 

central government, business and the public in 

broadening and improving services such as, inter 

alia, water and electric supply, transport, house-

hold refuse handling, telecommunica﬒ ons, pros-

pec﬒ ng and developing mines and petroleum 

and gas fi elds. It is important to note that the 

authors do not regard PPP as an en﬒ rely “new 

model,” but rather as a “evolving approach” 

to business rela﬒ ons between government and 

the private sector for renewing and maintain-

ing modern infrastructure, albeit one represent-

ing a greater degree of cost and risk sharing. 

Among the great dis﬒ nc﬒ ons between PPP and 

tradi﬒ onal methods of interac﬒ on is that the 

public sector plays a signifi cantly greater role in 

resource provision, turning into a partner, rather 

than a mere client.

There is no general prescrip﬒ on for the full range 

of PPP projects and the en﬒ re spread of applica-

﬒ ons in diverse contexts shows the fl exibili﬑  of 

the concept, as shown by the arguments below:

PPP entails various modes of coopera﬒ on • 

between  the public and private sectors such 

as, inter alia, leasing, franchising, concessions, 

management contracts, ВОТ (build, operate, 

transfer) contracts, ВООТ (build, own, oper-

ate, transfer) contracts, DBFO (design, build, 

fi nance and operate) contracts, DCMF (design, 

construct, manage, finance) contracts, and joint 

ventures;

PPP applies to diverse forms of infrastruc-• 

ture: “business tangible” such as highways, 

bridges, railways, or telecommunica﬒ ons; “so-

cially tangible” such as hospitals, schools, water 

and sewerage, or prisons; “business intangible” 

5 This Part was wri﬐ en by Assoc Prof Antoaneta Vassileva, Ph.D. 
6 Guidelines for Successful PPPs, the European Commission, January 2003. 
7 Green Paper on PPPs and Communi﬑  Law on Public Contracts and Concession, the EU, April 2004. 
8 „Методически указания за ПЧП”, МФ, юли 2006.
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such as research and development or technology 

transfer; and “socially intangible” such as serv-

ices to households;

Partnership agreements are in progress in • 

countries like Australia, Bulgaria, Chile, France, 

Malaysia, the Netherlands, the Philippines, Po-

land, Portugal, South Africa, the UK and the 

USA9. PPP manifests itself in various forms, from 

agreements under which revenue comes from 

end-user charges to ones under which the public 

sector is a client who defi nes services and pays 

for them. Se﬐ lement schedules contain many 

service quali﬑  and effi  ciency incen﬒ ves;

Provided PPP is well structured, it can take • 

account of demand for new services and of fu-

ture control and accountabili﬑  requirements 

which may emerge during a project’s lifespan.

Organisa﬒ onal and management forma﬒ ons fall-

ing within the “public-private partnership” cat-

egory off er various opportuni﬒ es for co-op﬒ ng 

the private sector into infrastructure, yet diff er 

in their “partnership” extents. Successful part-

nership rests on commitment, working towards 

common goals, trust, team-building, sharing risk, 

and se﬐ ling disputes through open and transpar-

ent problem resolu﬒ on. Regardless of the diff er-

ences, we can propose some common features 

for the purposes of this study, including:

Public principals off er integrated public • 

projects which include design, construc﬒ on, 

maintenance, fi nancing, and o﬎ en opera﬒ on;

The public sector concentrates on results, • 

i.e., service provision is put forward, rather than 

mere assets;

Services are clearly defi ned, yet the manner • 

of their provision is le﬎  to operators;

Alterna﬒ ves are examined to ensure that the • 

best arrangement is selected for the project in 

hand;

Risks are assumed by the par﬑  which is best • 

prepared to manage them;

Risk is transferred through the selec﬒ on of • 

suitable fi nancing methods in agreements;

Se﬐ lement schedules rest on the quan﬒ ﬑  and • 

quali﬑  of output, rather than on facili﬑  delivery.

One reason for the diversi﬑  of partnership forms 

is that there is no single PPP “model.” What is 

o﬎ en called “PPP” is something more than hir-

ing an external contractor. Countries like France 

or Spain have long historical experience of coop-

era﬒ on between the state and the private sec-

tor, in which the government owns the assets 

and private companies manage them through 

concession mechanisms. This may not be the 

PPP known in Britain and Australia, yet it works. 

It is fair to note that concession is a PPP model 

which has stood the test of ﬒ me. Concession 

agreements co-opt the private sector’s manage-

ment skills into the area of infrastructure, and 

this feature can be transferred elsewhere. 

What we actually assert is that, instead of being 

reduced to a model, PPP must be regarded as 

a process or a systema﬒ c method which entails 

defi ning service needs and expected results, de-

termining mechanisms of se﬐ lement and assess-

ment, se﬐ ing quan﬒ ta﬒ ve defi ni﬒ ons of fi nancial 

inputs and characteris﬒ c risks, establishing the 

most appropriate client-principal models, devel-

oping mutually benefi cial commercial principles, 

checking the price/quali﬑  ra﬒ o, monitoring 

design and construc﬒ on processes, managing 

contracts un﬒ l reverse transfer, and scru﬒ nis-

ing service delivery. If this process were applied 

strictly to every contract, it would inevitably lead 

to a diff erent approach to every project10.

Another reason why the PPP scene is so diverse 

is that partnership agreements have no common 

9 See European PPP report, DLA Piper, 2007.
10 The no﬒ on of a process approach as adopted in the study and explained in the paper is supported by the reasonable 
solu﬒ ons for raising PPP project eff ec﬒ veness proposed in the conclusions.
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genesis, the concept having emerged from the 

interplay of various factors ac﬒ ng in diff erent de-

grees at diff erent places, viz.:

“New public management,” involving exter-• 

nal contractors and the priva﬒ sa﬒ on and com-

mercialisa﬒ on of many public services;

Changes in the infrastructure services mar-• 

ket, with many services once considered natu-

ral monopoles now open to market infl uence 

through ver﬒ cal and horizontal divisioning;

Dissa﬒ sfac﬒ on with tradi﬒ onal methods • 

of placing public facili﬑  and service contracts, 

marked as they are by great cost overruns and 

poor revenue.

At the same ﬒ me, a number of circumstances 

assis﬒ ng the evolu﬒ on of partnership have 

emerged. Par﬒ cular signifi cance a﬐ aches to two 

trends, viz.:

The concept of partnership as cul﬒ vated in • 

construc﬒ on for overcoming diff erences and set-

tling disputes sa﬒ sfactorily;

 The evolu﬒ on of project fi nance for ap-• 

proaches like DB (design and build), ВОТ (build, 

operate, transfer), ВООТ (build, own, oper-

ate, transfer), DBFO (design, build, fi nance and 

operate), DCMF (design, construct, manage, fi-

nance) used in highway construc﬒ on and similar 

infrastructure investment by the private sector.

U﬒ lising these trends, PPP makes possible a com-

plete integra﬒ on of design, construc﬒ on, fi nanc-

ing, and management, while providing the nec-

essary incen﬒ ves. A signifi cant change in thinking 

was noted from the stage when PPP began to 

be regarded as a means of dividing material 

assets from the services which they produced. 

This purchasing strategy was ini﬒ ally provoked 

by the necessi﬑  of acquiring assets, yet in re-

ali﬑  government itself provided material assets 

in order to derive services from them. Today’s 

poli﬒ cal thought puts the stress on the services 

to the public, rather than the material assets. 

The availabili﬑  of poten﬒ al private suppliers of 

capital assets gives public authori﬒ es the abili﬑  

to purchase services without necessarily having 

to invest capital in advance.

Public-private partnership off ers a formula which 

overcomes problems for each of the partners. It is 

apparent that private sector par﬒ cipa﬒ on in infra-

structure (be it in construc﬒ on and opera﬒ on or 

merely in opera﬒ on) gives rise to great anxie﬒ es. 

Moreover, private ini﬒ a﬒ ves in the fi eld tradi﬒ on-

ally take second place to public sector service provi-

sion. Circumstances are known in which sponsors11 

have found it diffi  cult to come up with fi nance, 

this leading to delays in launching services. Long 

lead ﬒ mes render infrastructure investment vulner-

able to technological and legisla﬒ ve advance. The 

purely-private approach to infrastructure has also 

tradi﬒ onally hindered the emergence of networks, 

especially in transport (duplica﬒ ons of routes, “rail 

gauge wars,” canal width incompa﬒ bili﬒ es). These 

were just some of the pitfalls the private sector 

could overcome through the emergence of public-

private partnerships. 

While on the subject of “tractable problems,” 

it is proper to point out that purely public ap-

proaches to infrastructure have also entailed 

problems such as projects driven into a cul-de-

sac by red tape, poli﬒ cal interference, money 

shortages, and all too o﬎ en poor facili﬑  man-

agement and maintenance. 

As it overcomes these problems, the PPP formu-

la amalgamates the best of both worlds, making 

use of the private sector’s innova﬒ veness and 

business inven﬒ veness while leaving infrastruc-

ture network planning, coordina﬒ on and regula-

﬒ on into the hands of the public sector.

11 In project fi nance, the term sponsors denotes the fi nancing partners: usually fi nancial ins﬒ tu﬒ ons on their own or in 
syndicate. 
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The advance of PPP projects, with their complex 

agreements as regards documenta﬒ on, fi nance, 

taxa﬒ on, subcontractor arrangements and tech-

nical elements, also had its ups and downs. Both 

theory and prac﬒ ce sought sa﬒ sfactory solu﬒ ons 

enabling be﬐ er results. One theore﬒ cal direc﬒ on 

which promised answers to ques﬒ ons was asso-

ciated with transac﬒ on cost theory. Suitable in-

cen﬒ ves were a reasonable proposal. In a world 

of “imperfect” contracts, in which one cannot 

divine and legislate for puta﬒ ve future events, 

it is most important for the incen﬒ ves to be 

properly structured. A working incen﬒ ve struc-

ture is one which assigns the greater share of 

risk to the supplier, thus mo﬒ va﬒ ng those who 

risk their money to take the aptest decisions. 

Transferring risk and responsibili﬑  to the private 

sector under PPP and se﬐ ling only a﬎ er delivery 

of the contracted services sends the clear mes-

sage that delay, overspend and service quali﬑  

shortfall would not be tolerated, and that such 

devia﬒ ons jeopardise se﬐ lement.

Each element of PPP contracts ought to reiter-

ate this message. Assigning facili﬑  design and 

delivery du﬒ es to private contractors encourages 

them to select workable projects and to study 

innova﬒ ons which could boost quali﬑  and cut 

opera﬒ onal and maintenance spend. Assigning 

the du﬑  of project implementa﬒ on and manage-

ment to private companies mo﬒ vates the la﬐ er 

to follow-through their project involvement and 

avoid delays and overspending. Private sector 

funding means that the fi nancing ins﬒ tu﬒ ons 

care for revenue stream protec﬒ on and regular-

i﬑  and oversee opera﬒ ons, thus reducing the 

risks of default on projects. The requirement for 

private organisa﬒ ons to manage and maintain 

facili﬒ es as well as design and construct them, 

curbs any tendencies to make economies from 

the quali﬑  of materials used, while suppor﬒ ng 

solu﬒ ons which maintain service provision at the 

required level and lead to cost savings.

As men﬒ oned above, merging preliminary project 

engineering and fi nancing with subsequent man-

agement of construc﬒ on and service delivery is a 

characteris﬒ c feature of PPP from the perspec-

﬒ ve of incen﬒ ves. Some 75 per cent of large in-

frastructure projects in Britain ran over sched-

ule and over budget prior to the arrival of PPP. 

Under PPP and PFI contracts, 75 per cent of 

projects there run on ﬒ me and within budget12.

Despite this, there are concerns that – albeit 

par﬒ ally – fi nancing and opera﬒ ng infrastruc-

ture privately is a form of covert priva﬒ sa﬒ on. 

In prac﬒ ce, this is far from the truth. Priva﬒ sa-

﬒ on entails the transfer of ﬒ tle, management, 

fi nancing, and opera﬒ on to the private sector 

in eterni﬑ . PPP entails the ul﬒ mate return of 

﬒ tle or opera﬒ onal rights to the public sector, 

at least in the majori﬑  of cases. Moreover, the 

public sector retains a signifi cant role in projects, 

be it as the chief purchaser of services, or as 

the major instrument of implementa﬒ on, or as 

project partner. Since the public sector does not 

own assets such as, for instance, hospitals or 

schools built under PPP, it pays contractors set 

sums in return for set commitments for the op-

era﬒ on of such facili﬒ es for the dura﬒ on of the 

contract. Upon contract cessa﬒ on, ﬒ tle over the 

asset can either remain with the private con-

tractor as in ВОО contracts, or return to the 

public sector, as in almost all remaining forms 

of contract. The public sector monitors projects 

in order to guarantee that the specifi ed services 

con﬒ nue to be provided to set standards and to 

guarantee that the facili﬑ , due to be returned 

as public sector proper﬑ , is well-managed and 

maintained.

Concerns are also voiced that private sector 

par﬒ cipa﬒ on in infrastructure could lead to a 

dilu﬒ on of accountabili﬑  and thus harm the 

public interest. In fact, PPP off ers opportuni﬒ es 

to raise the level of protec﬒ on for the public 

12 See Partnering in Prac﬒ ce: New Approaches to PPP Delivery, Price Waterhouse Coopers, 2004.
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interest. The tradi﬒ onal system of public sec-

tor accountabili﬑  relies on poli﬒ cal responsibili﬑  

through a rela﬒ onship system in which authori﬑  

is exercised by the public on parliamentarians, 

by parliamentarians on ministers, by ministers on 

public servants and by public servants on service 

suppliers. In prac﬒ ce this system all too o﬎ en 

becomes diluted, administra﬒ ve coordina﬒ on 

fails, and decisions are taken in secret and fail 

to be elaborated. In contrast, the framework of 

PPP relies on a transparent and open process 

of consulta﬒ on with interested par﬒ es in which 

many items of public interest are clarifi ed and 

resolved.

Partnerships are not, and would most likely 

never become, a dominant route to acquiring 

infrastructure. They are too complex and dear 

for many smaller projects. In some cases, they 

exceed the implemen﬒ ng and managing abili﬒ es 

of coordina﬒ ng offi  ces of state. In other cases, 

hard outcome requirements can hinder fi nding 

contractors for lengthy periods. Regardless of 

this, most PPP researchers are convinced that 

partnerships shall con﬒ nue to play a major role 

in the infrastructure policies of countries with 

transi﬒ on economies.

1.2. Conditions,  Incentives and Barriers 

on the Road to Successful PPP Development

The characteris﬒ c features of PPP projects as 

presented above and the proposed views on 

their strengths and weaknesses (albeit in sum-

mary) rest on accumulated experience from their 

applica﬒ on in set circumstances: infrastructure 

projects in countries with developed market 

economies. Trends are afoot, and appear en-

﬒ rely convincing, for this experience to be trans-

ferred to other circumstances and other coun-

tries. There are no insurmountable hindrances to 

PPP techniques being adapted to other sectors, 

including projects for services such as hospital 

or prison management by private operators. It 

is en﬒ rely natural for PPP projects in emerging 

markets to replicate developed world experience, 

with the market ini﬒ ally involving “business tan-

gible” projects and, as experience accumulates, 

spreading into “intangible” infrastructure appli-

ca﬒ ons; indeed, this can be observed ever more 

o﬎ en.

The simple opening-up of areas preserved hith-

erto for public sector operators and allowing pri-

vate sector par﬒ cipa﬒ on is, however, not enough 

in itself. A number of factors have to obtain to 

allow successful PPP development. Some of the 

hindrances are intrinsic to the concept itself. 

PPP is no panacea and is not easy to apply. It 

is a complex mechanism from the viewpoints of 

interac﬒ on between all par﬒ cipants and of deal-

ings with the offi  ce of state which coordinates 

it. Prepara﬒ on and the nego﬒ a﬒ on process take 

much ﬒ me and poli﬒ cal support is necessary. 

Other hindrances stem from the commercial and 

statutory environment and have to be overcome 

through legisla﬒ ve and poli﬒ cal change. Here are 

some of the basic factors at play:

The legal framework.•  No legal frame for PPP 

exists in many countries. In the ideal case, it 

is necessary for a strict statutory system to be 

erected. The interests of the private sector have 

to be protected by capable instruments. Gov-

ernment offi  ces have to facilitate private sector 

par﬒ cipa﬒ on in infrastructure projects or public 

communal services. Limita﬒ ons to public pur-

chasing can have a nega﬒ ve eff ect on PPP. Thus, 

in Poland public service provision contracts with 

terms longer than three years calls for preliminary 

approval by the chair of the Public Procurement 

Offi  ce. PPP projects usually call for a great many 

more clearances, approvals and administra﬒ ve 

ac﬒ ons. Where foreign companies may partner 

the contractor, their opera﬒ ons o﬎ en face ad-

di﬒ onal limita﬒ ons in the host country.

Financing.•  Regardless of the diversi﬑  of risk 

allevia﬒ on methods, the great sense of project 

fi nancing uncertain﬑  in some regions is hard to 
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overcome and inhibits private banks from lend-

ing to such regions. Risk has various dimensions 

(poli﬒ cal, commercial, price, et cetera), some of 

which can be assumed by interna﬒ onal fi nancial 

ins﬒ tu﬒ ons, while others are covered by take or 

pay agreements. Credit risk a﬐ ached to a coun-

try is also an important factor. Private banks 

are o﬎ en unwilling to par﬒ cipate due to overall 

fl aws in legisla﬒ on and regulatory frameworks 

characteris﬒ c of some emerging markets. Within 

a country, limits to interna﬒ onal fi nancing which 

refl ect the indebtedness of state, regional or lo-

cal offi  ces can stop such offi  ces entering into the 

long-term arrangements ﬑ pical of PPP.

Taxa﬒ on.•  A careful assessment of tax impli-

ca﬒ ons is necessary in all rela﬒ ons with private 

business. The very complexi﬑  of PPP gives rise to 

many situa﬒ ons which tax rou﬒ nes can compli-

cate further. Thus, are direct public sector subsi-

dies (say, to pay for part of PPP assets) taxable? 

Is there a tax burden upon the return of assets 

to the public sector? Are assets used in PPP free 

of tax? Are infrastructure assets subject to am-

or﬒ sa﬒ on for tax purposes? In many cases, exist-

ing taxa﬒ on arrangements, as well as legisla﬒ ve 

ones, turn out to be inadequate for PPP.

Accountancy.•  Determining suitable account-

ancy treatment for PPP gives rise to complex 

and contradictory issues. The basic challenge 

is to fi nd the right answer to the ques﬒ on as 

to whose balance sheets must list the assets 

subject to PPP contracts. Lis﬒ ng an asset in a 

balance sheet means also lis﬒ ng a concomitant 

liabili﬑ . Assets under contract must be listed in 

the accoun﬒ ng ledgers of the par﬑  which is not 

only most vulnerable to business risks stemming 

from using these assets, but which can also best 

u﬒ lise them and extract their business benefi ts. 

A proper analysis has to be conducted for each 

individual case to establish this, with par﬒ cu-

lar a﬐ en﬒ on paid to evolu﬒ ons in revenue and 

costs linked with u﬒ lising an asset over ﬒ me by 

par﬒ es exposed to the greatest risk. Develop-

ing interna﬒ onal standards are largely adop﬒ ng 

this posi﬒ on, yet not all na﬒ onal frameworks do 

so, o﬎ en crea﬒ ng uncertain﬑  as to whether PPP 

se﬐ lement obliga﬒ ons might be treated as off -

balance sheet transac﬒ ons by the public sector.

Public approval.•  A broad public consensus is 

needed on private sector par﬒ cipa﬒ on in infra-

structure, especially as regards project fi nanc-

ing models based on consumer levies. Thus, 

most a﬐ empts to fi nance the construc﬒ on of a 

new Eastern European transport infrastructure 

through levies have been abandoned or post-

poned despite the two excep﬒ ons of the M5 

highway in Hungary and the А4 Katowice to 

Krakow highway in Poland. The heritage of free 

infrastructure under central planning hinders 

a sharp transi﬒ on to private project fi nancing 

based on user levies, with the combina﬒ on of 

low traffi  c levels, low payment abili﬒ es and the 

presence of toll-free alterna﬒ ves making private 

concession models based on user levies less at-

trac﬒ ve in emerging markets than in Western 

Europe and other developed economies.

Public administra﬒ on.•  The capaci﬑  and skills 

of the public administra﬒ on have to broaden to 

enable it to nego﬒ ate and manage projects suc-

cessfully. Diffi  cul﬒ es in obtaining private fi nance 

for transport infrastructure reveal a lack of ad-

ministra﬒ ve competence in developing and over-

seeing private project fi nancing, as well as a lack 

of informa﬒ on on items like future traffi  c fl ows, 

price fl exibili﬑ , and other decisive factors linked 

with projects’ risk profi les. There is poten﬒ al to 

unify informa﬒ on bases. To encourage the use 

of PPP in reconstruc﬒ ng Eastern Europe, the UN 

has suggested that interested state bodies and 

ministries ought to be pooled in a regional net-

work, thus boos﬒ ng governments’ project sup-

port capaci﬒ es.

1.3. Drivers and Conditions for PPP Suc-

cess

Several signifi cant elements need to come to-

gether in order to open up development pros-

pects for PPP. A great many issues have to be 
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resolved individually within each country. Other 

issues call for interna﬒ onal ini﬒ a﬒ ves. Thus, Eu-

ropean transi﬒ on economies rely on fi nancial 

aid from the European Investment Bank and 

the European Bank for Reconstruc﬒ on and 

Development. Financing infrastructure purely 

privately is impossible for many emerging market 

projects, yet this does not exclude the possibili﬑  

of broadening private sector involvement. Some 

fi nance can come from the private sector under 

subsidiary agreements, since the PPP market has 

developed from project fi nance to corporate fi -

nance. D&P claim that investors with portfolios 

of some 20 to 30 infrastructure projects each 

have assets and revenue streams which enable 

them to borrow or which may be securi﬒ sed. 

Project bonds are a﬐ rac﬒ ve to pension funds 

which are insured against fi nancial risk. Such 

bonds can even appeal to individual investors.

Despite this, crea﬒ ng a framework of confi dence 

is not enough in itself to a﬐ ract funds from the 

capital markets. There must be incen﬒ ves to en-

courage cost savings and raise business effi  cien-

cy, since infrastructure users have to accept the 

validi﬑  of PPP funding arrangements and sense 

that they are paying a fair price for the service 

received. Three factors: legi﬒ macy, fairness, and 

effi  ciency, are stated as necessary for support-

ing public-private partnership in infrastructure13. 

Similar views emanate from interna﬒ onal bodies 

like the UN and the US Chamber of Commerce. 

In the context of PPP projects in European tran-

si﬒ on economies, these organisa﬒ ons stress the 

following condi﬒ ons:

The need for a suitable statutory frame-• 

work;

Assigning a leading role to government re-• 

quirements;

The need to build public confi dence;• 

The need for public approval at the local • 

level;

The need for experienced prac﬒ cing spe-• 

cialists;

The need to sa﬒ sfy fi nancial requirements.• 

Table 1. Basic PPP Implementation Drivers and Enablers

Requirements Condi﬒ ons for Successful Implementa﬒ on

Financial need, i. e., budget defi cits

Obsolescent or poor infrastructure

Growing demand or raised expecta﬒ ons on public 

sector services

Search for greater effi  ciency and innova﬒ on

Demands for greater compe﬒ ﬒ on

Shortages of local experience of skills

Requirements to train na﬒ onal entrepreneurs and to 

retain compe﬒ ﬒ veness

The best prac﬒ ce eff ect

Poli﬒ cal: stabili﬑ , explicat will and commitment 

expressed in se﬐ ing-up specialised units, following 

programmes through, crea﬒ ve and willing 

government.

Legal: no hindrances, no excess documentary 

complica﬒ ons.

Public approval: accep﬒ ng private sector 

par﬒ cipa﬒ on and specifi c eff ects such as the 

environmental impact of new roads.

Qualifi ed specialists who are expert in their areas, 

experienced project sponsors and creditors.

Accessible fi nancing: where necessary, fi nancing from 

the EU and the EIB; a developed banking sector 

and a reasonable investment culture in the capital 

markets

Source: The European PPP Survey 2001, D&P, 2001

13 See Berg S., Polli﬐  M., Tsuji M., Private Ini﬒ a﬒ ves in Infrastructure, Edward Elgar, Chicago, 2002.
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All the above are important preliminary condi-

﬒ ons. Since PPP contracts ﬒ e-up many par﬒ es 

and their resources for long periods, suitable 

statutory support which is properly integrated 

into na﬒ onal legisla﬒ on is needed. This involves 

not only legal instruments but also all procedures 

and administra﬒ ve ac﬒ ons. The private sector 

partners need clear rules devoid of procedural 

imperfec﬒ ons. At the same ﬒ me, the public sec-

tor partners need eff ec﬒ ve PPP performance 

tools. It is beyond doubt that the requirements 

for a stable framework for long-term public-pri-

vate partnership ought to rest on solid support. 

The public sector must follow a transparent PPP 

policy to be able to resolve contractual issues 

successfully. A constant dialogue is necessary be-

tween representa﬒ ves of the public and private 

sectors in order to build genuine partnership be-

tween them. 

These factors relate to the general environment 

of PPP and support the development of the PPP 

strategy. Yet, in order for emerging markets to 

benefi t from PPP, they need to prepare thor-

oughly. PPP can bring effi  ciency gains and cut 

spend compared with tradi﬒ onal public services, 

but it must be borne in mind that not all PPP 

projects are successful. As with all other projects, 

PPP ones must a﬐ ain their specifi c objec﬒ ves and 

pass through the various lifecycle stages, from 

project ini﬒ a﬒ on to managing the organisa﬒ onal 

and statutory structure. The factors which have 

to be taken into account include project objec-

﬒ ves, contract condi﬒ ons, the scope of ac﬒ ons, 

contract supervision, result measurement, risk 

management, accoun﬒ ng and tax treatment, 

resource provision, fairness and responsibili﬑ , 

poli﬒ cal strategy and public interest studies. 

PPP is successful when each of these, as well as 

other, factors, and their mutual links, are not 

only taken into account, but are also resolved 

in due ﬒ me.

PPP being a rela﬒ vely new concept in emerging 

markets, and indubitably so in transi﬒ on econo-

mies, it is useful to borrow PPP implementa﬒ on 

experience from other na﬒ ons, as well as iden﬒ fy 

weaknesses in PPP methodologies and consider 

whether certain solu﬒ ons applied elsewhere may 

be adapted to local condi﬒ ons. What experience 

shows in general terms is that PPPs can a﬐ ain 

a broad range of objec﬒ ves and can improve on 

public sector quali﬑ /price ra﬒ os. The PPP proc-

ess, however, is more complex than tradi﬒ onal 

purchasing and calls for all par﬒ es to understand 

the factors driving it. The public purchaser has 

to be able to nego﬒ ate and manage individual 

contracts and have access to relevant fi nancial, 

legal and technical expert services. Crea﬒ ng a 

mechanism for gathering, preserving and sharing 

experts’ knowledge on PPP is beyond value in 

developing a PPP model which is best suited to 

public sector purposes, local requirements, the 

environment, and the public14.

Five basic elements are required for a success-

ful PPP programme and each has to be studied 

thoroughly:

Poli﬒ cal will.1.  This is a basic condi﬒ on for suc-

cessful partner programmes. PPP is an alterna-

﬒ ve to tradi﬒ onal public procurement and gov-

ernment has to build support before launching 

PPP programmes.

A suitable regulatory framework.2.  This second 

factor for successful partnership involves crea﬒ ng 

a suitable environment for business. One of the 

basic risks in infrastructure investment is that 

the statutory frame which regulates the busi-

ness may evolve away from its posi﬒ on during 

the investment stage. Inevitably, there is some 

risk here which private business has to face, as 

it would in tradi﬒ onal public purchasing; for in-

stance, in construc﬒ on project safe﬑ . Yet, it is 

government which is be﬐ er placed to manage 

14 These issues are treated in the closing Part in the form of proposals for specifi c solu﬒ ons to raise the eff ect of state par-
﬒ cipa﬒ on in public-private partnerships.
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and assess yet other risks, such as that of signifi -

cant changes to environmental legisla﬒ on.

Process and skills.3.  The third condi﬒ on for 

successful partnership involves thoroughness 

and transparency, with the major rules being 

clear and amply documented. Even so, proce-

dures in themselves are insuffi  cient; people have 

to be available with project implementa﬒ on 

skills. PPP calls for abili﬒ es which are usually at 

a defi cit in emerging markets’ public sectors; for 

instance, the skill of drawing up ini﬒ al specifi ca-

﬒ ons, or of nego﬒ a﬒ ng a system of agreements, 

or of awareness of the broad range of fi nancial 

products used by investment bankers in securing 

transac﬒ ons. The challenge is to ins﬒ l such skills 

into public sector management teams.

Value for money.4.  At its simplest, the quali﬑ /

price ra﬒ o comes to the forefront as a result of 

compe﬒ ﬒ on in the PPP market and presupposes 

an environment which best u﬒ lises innova﬒ on 

and crea﬒ ve abili﬑ , as well as methods of lifecy-

cle cos﬒ ng and risk management.

Projects.5.  A government wan﬒ ng to imple-

ment a PPP programme not only has to invest 

poli﬒ cal capital, create a suitable investment 

environment, elaborate relevant policy, and 

monitor invested funds, but also to ensure pro-

gramme success as measured by the number of 

projects implemented and their outcomes.

Part II. The Bulgarian Contribution 

into Success Factors and Hindrances 

to Effective Public-Private 

Partnership15

2.1. A General Model of Success Factors 

and Hindrances to Effective Public-Private 

Partnership

O
n the backdrop of condi﬒ ons and drivers 

for successful PPP project development, 

the conclusion propounds itself that success 

factors are usually related to mechanisms 

within the two major par﬒ es: business and the 

State. There are rela﬒ vely few studies focusing 

on the role of the State as partner in the suc-

Table 2. Key survey variables: Factors and Barriers for PPO success

Factors for PPP Success Barriers to PPP Eff ec﬒ veness

Clear and precise government policy
A lack of mo﬒ va﬒ on on the part of the State, local 

authori﬒ es, business and stakeholders

Con﬒ nui﬑  in government PPP policy Lack of awareness

Statutory framework A lack of capaci﬑  on the part of the state

Keeping to basic rules of disclosure, transparency, 

accountabili﬑ , eff ec﬒ veness and partnership
A lack of capaci﬑  at local authori﬒ es

Competence on the part of the State, public serv-

ants and local authori﬒ es

Incompetent apparatus of state amid unending poli﬒ -

cal meddling to this apparatus in Bulgaria and abroad

An ac﬒ ve civil socie﬑ A lack of rules at the na﬒ onal and local level

Eff ec﬒ ve partnerships between universi﬒ es 

and business

Uncertain﬑  regarding the court system in business 

circles

Private sector economic mo﬒ va﬒ on A complex legal framework

Eff ec﬒ ve use of project management tools
Confl ict of interests between the state, the pub-

lic, and private business

15 This Part was wri﬐ en by Prof. Bistra Boeva.
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cess or failure of public-private partnerships. In-

terna﬒ onal prac﬒ ce and the rather few Bulgar-

ian PPP projects place an acute stress on the 

State’s abili﬑  to be an eff ec﬒ ve and successful 

partner. Issues of quali﬑  and transparency in 

State ac﬒ ons are also issues in public-private 

partnership. In seeking answers, we surveyed 

business, stakeholders, and state administra-

﬒ on views on the partnership behaviour of the 

State, and more specifi cally its par﬒ cipa﬒ on in 

individual public-private partnership projects. 

These were the subjects of the six-month sur-

vey (Table 2).

In ranking success factors and hindrances, we 

found that 74.6 per cent of those surveyed 

saw precise and clear government policy 

as the lead success factor. This factor was 

also a priority of surveyed foreign companies 

(100 per cent), and Bulgarian companies 

(82.6 per cent). 

The state’s legisla﬒ ve behaviour was ranked 

as the second success factor: the statutory base 

was ranked top by fi nancial ins﬒ tu﬒ ons (100 per 

cent), foreign companies (100 per cent)16, the 

non-governmental sector (86.4 per cent), the 

state itself (78.1 per cent), and an interna﬒ onal 

fi nancial ins﬒ tu﬒ on. 

Almost equal third and fourth places were as-

signed to the factors of private sector busi-

ness mo﬒ va﬒ on (50.8 per cent) and the com-

petence of State and local authori﬑  offi  cers 

(50 per cent). 

The low ranking assigned to universi﬑ -busi-

ness rela﬒ onship for eff ec﬒ ve PPP projects 

(14.8 per cent) was en﬒ rely in keeping with 

exis﬒ ng public and business disposi﬒ ons17. The 

analysis by survey subjects confi rmed the 

low ra﬒ ng, yet highlighted a paradox, in that 

an interna﬒ onal fi nancial ins﬒ tu﬒ on ranked 

the factor highest (33.3 per cent), followed by 

the non-governmental sector (22.7 per cent), 

academics (20 per cent), with nil per cent rat-

ings assigned by a fi nancial ins﬒ tu﬒ on and for-

eign companies.

The in-depth assessment of replies, involving 

individual par﬒ cipants’ surveyed views, off ered 

added informa﬒ on on the subjects’ views on 

private-public partnerships. 

The analysis of views on hindrances to suc-

cessful public-private partnership by repre-

senta﬒ ves of the state, business, fi nancial 

ins﬒ tu﬒ ons, and not least stakeholders 

was also fascina﬒ ng. Interest or the lack 

of it among poten﬒ al par﬒ cipants in such 

projects was seen as the main hindrance to 

their prepara﬒ on and implementa﬒ on (65.9 

per cent). Yet, as will be pointed out below, 

this ranking was not assigned by all subjects 

who are directly or indirectly involved in pub-

lic-private partnership. 

At 60 per cent, the ranking of incompetent 

State administra﬒ on amid constant poli﬒ cal 

meddling as hindrance No 2 came close to the 

top. This second ranking was also not assigned 

evenly by all survey subjects, as will be pointed 

out below. 

Hindrance No 3 was said to be the complex 

statutory framework18. This opinion was shared 

by most subjects. The lowest-ranking hindrance 

on the road to successful public-private partner-

ship was assigned to civil socie﬑  involvement 

(17 per cent).

16 Response to several ques﬒ ons shows unanimi﬑  at 100 per cent. 
17 Проект за връзки на бизнеса с държавата 2005 на катедра МИО и бизнес, the UNSS; The Global Compe﬒ ﬒ veness 
Report 2005-2006, the World Economic Forum, 2006.       
18 „Изследователски проект за ППП”, the UNSS, 2006/07, Table 5.
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2.2. Success and Failure Factors: Views 

by Individual Participants in Public-Private 

Partnership Project Preparation 

and Implementation19

In the process of detailed response analysis, and 

most of all analysis of response dealing with 

government behaviour, we defi ned the follow-

ing roles of the State as regards public-private 

partnerships: the state as legislator, the state as 

regulator, and the state as direct partner.

Survey subjects ranging from state administra-

tors to a local and a foreign company, a local 

and a foreign fi nancial ins﬒ tu﬒ on, the non-gov-

ernmental sector and academe were unanimous 

on the need for clear and precise government 

policy and legal provision. As regards these 

two success factors, representa﬒ ves of foreign 

business expressed 100-percent agreement, fol-

lowed by 100 per cent from local fi nancial in-

s﬒ tu﬒ ons as regards legal provisions. Bulgarian 

business assigned 82.6 per cent importance to 

this item, ranking it second a﬎ er foreign busi-

ness. The non-governmental sector assigned a 

72 per cent importance to clear laws20. 

The trend to survey subjects assessing the 

signifi cance of success factors related to the 

State became set. Thus, foreign companies 

assigned 66.7 per cent importance to adherence 

to essen﬒ al rules on informa﬒ on disclosure, 

transparency, accountabili﬑ , eff ec﬒ veness and 

partnership, as dis﬒ nct from Bulgarian businesses 

which assigned a mere 43.5 per cent ra﬒ ng to 

this factor. Academics set this factor a close 

ranking at 63.3 per cent. Financial ins﬒ tu﬒ ons 

assigned an unexpectedly low rank to the factor 

at 25 per cent for Bulgarian ones and 33.3 

per cent for foreign ones. This was close to its 

ranking by the non-governmental sector, being 

36.4 per cent. 

The dispersion of opinions as regards the basic 

rules of good governance is not surprising. It 

approximated assessments shown in World 

Bank reports21 and in the same body’s annual 

assessments of business environment in individual 

countries22 or annual compe﬒ ﬒ veness reports23; 

these all show that there is much progress to be 

made on most parameters. What was surprising 

was the assessment of non-governmental 

organisa﬒ ons on the backdrop of their ac﬒ vism 

and of cri﬒ cism of the Bulgarian authori﬒ es by 

Transparency Interna﬒ onal because of the lack 

of transparency surrounding the award of part 

of the  Trakia highway project to a Bulgarian-

Portuguese consor﬒ um.

It is signifi cant that the third rank among 

factors of success went to State, state 

servants’ and local authori﬑  competence, 

its importance being 50 per cent for local 

fi nancial ins﬒ tu﬒ ons, 60.9 per cent for 

Bulgarian companies, and 59.1 per cent for 

non-governmental organisa﬒ ons. The views 

of individual businesses repay a﬐ en﬒ on, 

confi rming the excep﬒ onal value they placed on 

execu﬒ ve branch competence at the na﬒ onal 

and local levels for PPP project success24. The 

issue of partnering competence are centre-

stage in today’s state, both in the EU and 

beyond. The signifi cance and topicali﬑  of the 

issue is linked to the growing role of tripar﬒ te 

projects on the one hand, and to eff orts to 

build knowledge based  economies and run 

them effi  ciently within the EU and elsewhere. 

19 „Изследователски проект за ППП”, the UNSS, 2006/07, Tables  16 to 19.
20 „Изследователски проект за ППП”, the UNSS, 2006/07, Table16.
21 Kaufmann, D., Governance Index, the World Bank Ins﬒ tute.
22 Doing Business 2007, the World Bank.
23 World Compe﬒ ﬒ veness Report 2006, the World Economic Forum.
24 Opinions by business representa﬒ ves on public-private partnership in Bulgaria as stated at conferences in 2006.
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The conclusion is forced upon one that 

the Bulgarian authori﬒ es and business 

undervalue management awareness and 

the abili﬑  to apply modern management 

tools. At the same ﬒ me, Bulgarian and 

foreign fi nancial ins﬒ tu﬒ ons, at 50 and 

44.3 per cent respec﬒ vely, and foreign 

business at 33.3 per cent, treat manage-

ment awareness as a success factor.

Completeness of the portrait of public-private 

partnerships, and specifi cally of the survey sub-

ject of State behaviour, is a﬐ ained through a 

study of the nega﬒ ve aspects of such partner-

ships. The appended data25 on the views of the 

aforemen﬒ oned seven subject groups as to hin-

drances to eff ec﬒ ve public-private partnership 

off ered a panoply of facts as to the behaviour 

of the state as partner in PPP projects. Nega﬒ v-

i﬑  – the greater percentage of those consider-

ing certain factors as hindrances which reduce 

public-private partnership eff ec﬒ veness – was 

demonstrated by foreign business and fi nancial 

ins﬒ tu﬒ ons; the former’s replies exceeded the 

median of 50 per cent and the la﬐ er’s came to 

66.7 per cent. 

If we must determine the ranks of individual hin-

drances by response percentages, it was notable 

that the sole 100 per cent complete consen-

sus was demonstrated by foreign business as 

regards “the lack of capaci﬑  by local author-

i﬒ es.” There was signifi cant dispersion of re-

plies about “state administra﬒ on incompe-

tence.” The greatest degree of agreement was 

by the interna﬒ onal fi nancial ins﬒ tu﬒ on at 66.7 

per cent, followed by Bulgarian business (62.5 

per cent) and foreign business (50 per cent). Re-

sponse to both ques﬒ ons shed light on a signifi -

cant parameter of execu﬒ ve branch behaviour at 

the na﬒ onal and local levels. 

We could defi nitely conclude that knowledge 

asymmetry was seen as a serious hurdle to ef-

fec﬒ ve public-private partnership na﬒ onally and 

locally. A﬐ emp﬒ ng to defi ne knowledge asym-

metry (diff ering degrees of awareness and com-

petence among the public and private partners 

and stakeholders as regards various project as-

pects) could lead to controversy. At the base of 

such asymmetry are diff erent sets of knowledge 

on management, economics, technology and 

the rights of individual partners in set transac-

﬒ ons. As evidenced by individual submissions, 

such asymmetry is more marked in projects in 

which representa﬒ ves of interna﬒ onal business 

par﬒ cipate.

Survey subjects’ responses were rela﬒ vely close 

as regards other hindrances, such as the lack 

of mo﬒ va﬒ on. Financial ins﬒ tu﬒ ons, the non-

government sector and Bulgarian companies 

pointed out lack of mo﬒ va﬒ on as top ranking 

hindrance to the development of public-private 

partnership. A commentary is hardly required on 

these standpoints, since it is universally accepted 

that business project success is a func﬒ on of its 

par﬒ cipants’ interests. 

Survey subjects’ replies also had a low sca﬐ er (be-

tween 50 and 41.7 per cent) on lack of business 

confi dence in the judicial branch. This issue and 

response on it repay comment in the context of 

policies for improving the Bulgarian judicial au-

thori﬒ es’ performance, as well as posi﬒ ve assess-

ments of progress to improved jurisprudence in 

Bulgaria26. Devia﬒ ons were apparent as regards 

interna﬒ onal business (25 per cent) and interna-

﬒ onal fi nancial ins﬒ tu﬒ ons (nil per cent).

A ques﬒ on which did not evoke great response 

dispersion concerned confl ict of interests as a 

hindrance. Foreign companies ranked it at 50 

per cent and interna﬒ onal fi nancial ins﬒ tu﬒ ons 

25 ”Research Project PPP”, the UNSS, 2006/07.
26 Doing Business 2007, the World Bank, 2007.
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at 33.3 per cent, clearly sensing it as a hindrance 

to eff ec﬒ ve public-private partnership projects. 

Their rankings were several ﬒ mes lower than 

those assigned by members of the state admin-

istra﬒ on at 19 per cent, Bulgarian companies at 

12.5 per cent, the non-governmental sector at 

18.2 per cent, and the academic communi﬑  at 

16.7 per cent. 

If we accept that disclosure on poten﬒ al or ac-

tual confl icts of interest is signifi cant in avoiding 

such confl ict, and if we compare the response 

with that on informa﬒ on disclosure as a suc-

cess factor, we fi nd that they mirror each oth-

er: low rankings in confl icts of interest go with 

low rankings in informa﬒ on disclosure. Clearly, 

this secondary aspect of State behaviour is a 

component of larger phenomena highlighted 

above: good governance  at the na﬒ onal and 

local levels and management quali﬑ , including 

corporate  governance. This pa﬐ ern is a﬐ enu-

ated by the low importance assigned to confl icts 

of interest, and to informa﬒ on disclosure, by 

non-governmental organisa﬒ ons27. Clearly, the 

nature of transi﬒ on to a market economy and 

democracy has somehow led to pa﬐ erns, such as 

the low ranking assigned to confl icts of interest, 

which would be unusual in countries with de-

veloped market economies a﬐ emp﬒ ng to marry 

eff ec﬒ ve business and democracy. Such countries 

display marked sensi﬒ vi﬑  to confl icts of interest 

and developed systems at both the corporate 

and State levels for dealing with such confl icts, 

alongside eff ec﬒ ve laws and jurisprudence. 

2.3. The Learning Curve and Success Factors 

and Hindrances in Effective Public-Private 

Partnerships

The contemporary format of public-private part-

nership is a rela﬒ vely new phenomenon for the 

world as a whole. This novel﬑  is even greater 

in Bulgaria and most countries in transit from 

planned to market economies. Although the anal-

ysis tried to fi nd out interdependence  between  

the par﬒ cipants’ experience in the fi eld of PPP 

projects and their comments on success factors 

and barriers.   It is noteworthy to point out that  

most survey subjects had dura﬒ ons of experience 

ranging from one to fi ve years (69.1 per cent)28. 

Those with between fi ve and ten years of experi-

ence came a close second at 16.4 per cent, with 

those having over ten years of experience com-

prising 10.9 per cent of subjects. For the purposes 

of analysis, we can disregard the propor﬒ on of 

those with no experience (3.6 per cent).

The singling out of clear and precise government 

policy as the top success factor by subjects with 

one to fi ve years’ experience (71.2 per cent) was 

en﬒ rely logical and in keeping with the survey’s 

framework. This factor was also ranked top by 

the second group (fi ve to ten years’ experience; 

78.6 per cent). As dis﬒ nct from them, respond-

ents with over ten years’ experience set policy 

third (63.6 per cent), a﬎ er the 81.8 per cent 

ranking they assigned to statutory provision. This 

assessment by the most experienced respond-

ents can be subjected to manifold interpreta-

﬒ ons. One of the more convincing ones may be 

that, over ten years, legisla﬒ on evolves signifi -

cantly, and that in Bulgaria such evolu﬒ on can 

be drama﬒ c; hence statutory provision is seen 

as more important. Another interpreta﬒ on could 

be that respondents with the longest experience 

par﬒ cularly value a stable legal environment for 

large-scale projects, such as PPP ones tend to 

be; ul﬒ mately, due to their long-term nature, 

PPP projects are most vulnerable to legisla﬒ ve 

change or the lack of adequate legal provision. 

Respondents from the second group, with fi ve 

to ten years’ experience, shared the view (78.6 

27 „Изследователски проект за ППП”, the UNSS, 2006/07, Tables 18 and 19.
28 ”Research project on drivers PPP”, the UNSS, 2006/07, 
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per cent) that clear and precise policy was equal 

in import to the statutory frame. The arguments 

regarding the previous cited group can be ac-

cepted as valid for them, too.

The availabili﬑  of a statutory framework was 

ranked second by the most numerous respond-

ent group (those with one to fi ve years’ experi-

ence) at 69.9 per cent. Again, there was correla-

﬒ on between the overall ranking and those of 

the largest group29.

A similar correla﬒ on was visible as regards the 

success factor ranked third overall and the rank-

ing the most numerous respondent group as-

signed it. They assessed con﬒ nui﬑  in government 

policy as success factor No 3 at 57.5 per cent. 

The same factor came sixth (at 42.9 per cent) in 

the rankings of the second largest group, those 

with fi ve to ten years’ experience. The logic of 

expecta﬒ ons was confi rmed by the higher (sec-

ond) ranking assigned this factor by respondents 

with over ten years’ experience (72.7 per cent).

Low sca﬐ er was apparent in assessments of 

the overall fourth-ranked success factor of pri-

vate sector economic interest. Thus, the largest 

group’s fourth place assignment (49.3 per cent) 

was repeated by others, while for the next largest 

group of those with fi ve to ten years’ experience 

(64.3 per cent), the factor shared fourth place 

with others. The same applied to the next group. 

This low sca﬐ er was en﬒ rely expected: economic 

interest is an essen﬒ al business mo﬒ ve.

The fi ﬎ h overall success factor of state, state 

servants and local authori﬑  competence, was 

assessed as close to economic interest by the 

largest group, being ranked fourth and fi ﬎ h 

(49.3 per cent) respec﬒ vely. The second group, 

of those with fi ve to ten years’ experience, 

gave a similar assessment at 64.3 per cent. The 

smallest group, those with over ten years’ ex-

perience, ranked competence fi ﬎ h at 54.5 per 

cent. Diff erent interpreta﬒ ons are again possi-

ble. If we accept the concept of an asymmetry 

of knowledge and a learning curve, we can also 

accept that as business accumulates knowledge 

and skills, the signifi cance of state competence 

declines. It is indubitable that a strong private 

sector underwrites stable and sustainable na-

﬒ onal development, and that business compe-

tence contributes to this. 

As regards the success factor ranked sixth overall 

(transparency, informa﬒ on disclosure, accounta-

bili﬑ , eff ec﬒ veness, and partnership), there was 

unanimi﬑  in its assessment by the most numer-

ous group at 47.5 per cent. The next largest 

group, those with fi ve to ten years’ experience, 

ranked this factor higher, assigning it fi ﬎ h place 

and 64.3 per cent. The most experienced group 

rated the factor lowest at seventh place and 36.4 

per cent. Quite possibly, a subsequent in-depth 

survey may off er more precise interpreta﬒ ons of 

these assessments. One could also speculate in 

the direc﬒ on of an evolu﬒ on in mentali﬑ , with 

younger par﬒ cipants more prone to ideas of 

making business in a regulated manner, ensur-

ing transparency and off ering informa﬒ on disclo-

sures, and of inclusiveness: all principles related 

to democra﬒ c governance and EU membership. 

“The genera﬒ on gap” could equally well be spec-

ulated to lie behind the low ranking given this 

factor by more experienced survey subjects30. As 

stated, the comments in this Part are open to 

debate and even denial; a﬎ er all, they relate to 

an experiment, rather than purpor﬒ ng to be an 

ul﬒ mate truth.

In seeking answers about the State’s role in pub-

lic-private partnership, we ought to point to the 

29 ”Research project on PPP drivers”, the UNSS, 2006/07.
30 The concepts cited are from the OECD White Paper on Corporate Governance in South East Europe, 2004, and from the 
Author’s experience.
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success factor of a stable economic and poli﬒ cal 

environment (33.6 per cent). Ranked seventh in 

the general rankings, it was assessed as seventh 

by the most numerous subject group (32.9 per 

cent), as well as by subjects with between fi ve 

and ten years’ experience (28.6 per cent). The 

least numerous group of subjects ranked the 

factor sixth (45 per cent).

The two lowest-ranked factors of partnership 

between universi﬒ es and business (14.8 per 

cent) and of an ac﬒ ve civil socie﬑  (26 per cent) 

followed suit among the most numerous groups 

at 16.4 per cent and 23.3 per cent. The sec-

ond largest group ranked these factors penul﬒ -

mate at 14.3 per cent and next-to-penul﬒ mate 

at 28.6 per cent. The response of subjects with 

over ten years’ experience was interes﬒ ng and 

hard to explain: they ranked ac﬒ ve civil socie﬑  

last among the success factors at 9.1 per cent, 

giving an equal penul﬒ mate place at 18.2 per 

cent to eff ec﬒ ve partnership and the use of 

modern management tools.

Concluding the assessments of success factors 

in the context of learning curves, we ought to 

highlight another factor, albeit one not linked 

directly with State behaviour: the eff ec﬒ ve use 

of project management tools. For the purposes 

of this study, these comprise tools used both 

by business and the State31. While the factor is 

ranked eighth in the overall ranking, there are 

variances by subject experience: those with up to 

fi ve years’ experience ranked the factor seventh. 

Those with fi ve to ten years’ experience ranked 

the factor least important at 7.1 per cent, or 

tenth and lowest in the ranking. The factor 

shares eighth and ninth place as ranked by those 

with over ten years’ experience. These discrep-

ancies could hardly be down to the genera﬒ on 

gap. The fact is that the group which has accu-

mulated most project management knowledge 

(something rela﬒ vely new in Bulgaria) ranks the 

factor as more important, though other inter-

preta﬒ ons are equally valid.

It could be claimed that the learning curve has 

an eff ect on specifi c factors to do with the sur-

vey’s subject. As regards the State, though there 

may be small discrepancies, assessments tended 

to be very close.

The ten hindrances were also interes﬒ ngly 

ranked by survey subject experience32. There 

was low sca﬐ er in overall rankings at 65.9 per 

cent and among the three experience categories 

(those with one to fi ve years’ experience at 67.1 

per cent, those with fi ve to ten years’ experi-

ence at 66.7 per cent, and those with over ten 

years’ experience at 66.7 per cent) as regards 

hindrance No 1: lack of mo﬒ va﬒ on. It is logical 

for the agents of the market economy to feel 

this.

It is interes﬒ ng to note that as regards hin-

drance No 2 in the overall ranking (state appa-

ratus incompetence amid constant poli﬒ cal med-

dling; 60 per cent), there was dispersion. The 

group with least experience, and the next group 

up from it, ranked this hindrance fourth, while 

the next group up (over ten years’ experience) 

ranked it at sixth and seventh place.

The general and detailed data presented above 

confi rm the prior views on the behaviour of the  

State as partner in na﬒ onal and interna﬒ onal 

PPP projects. The fi ndings delineate the status 

quo and off er grounds for future research ad-

dressing the role of the State. 

31 This relates to the European Commission’s model of lifecycle project management and the Bri﬒ sh PRINCE standard, 
which foresee the direct or indirect applica﬒ on of project management tools by the state.
32 ”Research project on PPP drivers”, the UNSS, 2006/07, 
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3. Public-Private Partnership 

in the Context of Successful State 

Partnering and Regulating: Modern 

Theoretical Views and Examples 

of Good Practice

T
he views on PPP success factors and hin-

drances summarised on the preceding pages 

off er excep﬒ onally valuable facts to theory and 

prac﬒ ce and pose the ques﬒ on “Whither now?”. 

Doubtless, Bulgaria’s entry into integrated Eu-

rope and more specifi cally its access to funds 

provided through various fi nancial instruments 

will give rise to calls for public-private partner-

ship mechanisms to emerge at the na﬒ onal, re-

gional  and municipal levels. Against the back-

ground of rela﬒ vely limited competence at the 

na﬒ onal and local levels, the task of improving 

State behaviour as a public-private partner will 

emerge in some acui﬑ . Hence, it is reasonable to 

propose some examples of good prac﬒ ce in the 

EU and elsewhere in the context of assessments 

presented above. A﬐ en﬒ on is also repaid by 

individual trends in the mul﬒ disciplinary theory 

which addresses the role of the state in public-

private partnerships.

Public-private partnership is among the ho﬐ est 

topics in the theory and prac﬒ ce of interna﬒ onal 

business. Studies range from clarifi ca﬒ ons of the 

mechanisms at the ra﬒ onal level, to enquiries 

into delicate issues of ownership and proper﬑  

management (risks, transparency, informa﬒ on 

disclosure and fi nancial discipline). Tradi﬒ onally, 

interest is on business as partner, mainly in na-

﬒ onal infrastructure projects. Again tradi﬒ onally, 

the State has fallen beyond researchers’ foci. 

The past decade shows an emerging trend un-

der which the paradigm shi﬎ s and researcher 

interest is gradually directed at the place of the 

State as partner, regulator and legislator on and 

of public-private partnership issues. The success 

factors and hindrances presented above also 

addressed the State as an agent of encourage-

ment of hindrance of and against public-private 

partnership. Studies which mo﬒ vated this paper, 

and older studies, defi ne the thesis of ac﬒ ve 

state input as PPP par﬒ cipant. Regardless of the 

general claim which will stand adjustment be-

low, the fact remains that partnership would be 

problema﬒ c if the state failed to demonstrate 

adequate behaviour.

The past decade certainly gives grounds for the 

claim that state behaviour has changed, both at 

the na﬒ onal and EU levels. This concerns both 

the status of the state as legislator and as regu-

lator. Interna﬒ onal prac﬒ ce and interna﬒ onal 

PPP projects show-up the following stages of 

progression:

The state as legislator who sets the condi-• 

﬒ ons of public-private partnership;  

The state as regulator who displays transpar-• 

ency and is willing to disclose informa﬒ on;

The state as partner willing to expand its ca-• 

paci﬑  through accep﬒ ng and adhering to mod-

ern rules for knowledge accumula﬒ on and com-

munica﬒ on. The state’s management func﬒ ons 

have borrowed from business the prac﬒ ces of 

networking, knowledge sharing and centres of 

excellence;

The state as legislator and regulator who • 

provides and seeks opportuni﬒ es for underwrit-

ing cri﬒ cal infrastructure projects implemented 

through PPP pa﬐ erns (the USA and the EU).

The above stages follow, rather than deny, this 

progression in PPP projects’ lifecycles. Each stage 

integrates the progress of the preceding stage, 

raising the posi﬒ on of the State as both part-

ner in individual projects and the architect of 

a suitable environment and framework for PPP. 

The degree of economic development, project 

interna﬒ onalisa﬒ on, and socio-poli﬒ cal processes 

determine this progression in State behaviour. 

In the context of Bulgaria, as the survey shows, 

the issues are ones of transparency and informa-
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﬒ on disclosure and of the state’s partnering and 

regulatory capaci﬒ es33 34.

The views on PPP drivers formulated in the Part 

One and the results of the survey point to ca-

paci﬑  issues as signifi cant, alongside those of 

awareness, in PPP project development and 

implementa﬒ on. On the background of inter-

na﬒ onal prac﬒ ce studied35, several reasonable 

op﬒ ons emerge for Bulgaria:-

Growing opportuni﬒ es for improving the ef-• 

fects of PPP through knowledge management at 

the na﬒ onal level (Germany, the Netherlands). 

The theory and prac﬒ ce perused and exam-

ined show the benefi cial eff ects of knowledge 

management on PPP projects. The stress is on 

crea﬒ ng centres of excellence, as in the Nether-

lands, and on building mechanisms for diff using 

knowledge on PPP projects (Britain, Germany, 

the Netherlands)36. In fact, this concerns certain 

management na﬒ onal-level approaches to PPP 

projects. The study cited above shows three pat-

terns of management: centralised (with a single 

unit), decentralised (as in Canada and the USA), 

and one combining centralised and decentralised 

features (as in Germany). What is signifi cant in 

the la﬐ er pa﬐ ern is the emphasis it places on 

the exchange of knowledge.

It is not just a ma﬐ er of administra﬒ ve decen-

tralisa﬒ on, but of a knowledge system subjected 

to the na﬒ onal interest and to eff ec﬒ ve manage-

ment, with appropriate ver﬒ cal and horizontal 

linkages. It is reasonable to point out that such 

linkages refl ect the need to manage eff ec﬒ vely 

and to develop and maintain administra﬒ ve ca-

paci﬑  through a knowledge management sys-

tem. The Ministry of Finance could play a similar 

func﬒ on in Bulgaria: not merely a coordinator 

but also a centre for the accumula﬒ on and com-

munica﬒ on of knowledge. 

In some countries such as Denmark, the ef-• 

fects of PPP are also sought in new approaches 

to na﬒ onal governance. The implementa﬒ on of 

modern PPP project management there has tra-

versed the road from informal coopera﬒ on to 

new public management. The novel﬑  here is in 

the fact that na﬒ onal administra﬒ on and govern-

Source: Fisher, K., The emergence of PPP Task Forces and Their Influences on Project Delivery in 

Germany, IJPM, October 2006
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Pilot Projects;

Coordina﬒on;

Knowledge;

Federal and Province

Experts’ Commi﬐ees

PPP Excellence

Centres:

EU, Na﬒onal 

and Province Levels

PPP Excellence

Centres

in Other Sectors

33 Accoun﬒ ng Treatment of Capital Projects for General Government Purposes, 2005, EUROSTAT. 
34 Resource Book on Case Studies, the Directorate General of Regional Policy, the European Commission, June 2004; 
Partnering in Prac﬒ cePricewarethouseCoopers  2005; Direc﬒ ve 93/36/ЕЕС on public purchasing.   
35 „Изследователски проект за ППП”, the UNSS, 2006/07.
36 Fisher, K., The Emergence of PPP Task Forces and their Infl uences on Project Delivery in Germany, IJPM, October 2006.
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ance, with its hybrid of networks and bureaucra-

cies, is moving from representa﬒ ve democracy 

to par﬒ cipa﬒ ve democracy. Under this new form 

of governance, business and stakeholders are 

involved in PPP projects’ prepara﬒ on and man-

agement37. The stress in the new governance 

again rests on a﬐ aining good coordina﬒ on in 

the interplay of the state, business and pressure 

groups. The new coordinated management of 

PPP projects is termed metagovernance, denot-

ing the qualita﬒ vely new and eff ec﬒ ve merger 

of eff orts between these partners in individual 

projects.

The incen﬒ vising role of the State in PPP • 

projects is also demonstrated in modern ap-

proaches and methods applied by the state in 

the correct assessment of PPP’s strengths and 

weaknesses. As in knowledge management sand 

the launch of hybrid management mechanisms, 

these new methods aim to boost the PPP eff ect 

and cut transac﬒ on costs. Compara﬒ ve analyses 

of projects implemented solely by the State and 

those implemented through PPP are conducted, 

such as the Danish public sector comparator 

used since 2002.

The economisa﬒ on of good governance • 

(known as value for  money VfM) as a factor 

in PPP project success is also revealed in the 

system of measures followed by countries with 

signifi cant PPP experience. In essence, this ap-

proach addresses: eff ec﬒ veness and quali﬑  of 

service delivery; inclusiveness and respect for 

stakeholders, including environmentalists and 

local authori﬒ es; criteria and measures for as-

sessing results; encouraging a culture of learn-

ing in the State sector; building adequate gov-

ernance structures through se﬐ ing criteria and 

results, accountabili﬑  and transparency, rather 

than merely defi ning risk transfer; value engi-

neering and management; and reasonable, clear 

and controllable fi nancial analyses through open 

book audi﬒ ng38. In the United Kingdom, it is 

accepted that the quan﬒ fi ed expression of the 

VfM approach is the public sector comparator 

cited above. In Bulgaria, one could also consider 

improving public spending control mechanisms, 

as well as synchronising tax legisla﬒ on with the 

peculiari﬒ es of PPP projects.

Eff ec﬒ ve risk management: from preliminary • 

risk assignment to fl exible risk distribu﬒ on as 

situa﬒ ons demand. Views cover much ground: 

from risks tradi﬒ onally recognised and regulated 

by Eurostat as a﬐ ending PPP projects; through 

dynamic and fl exible review of risks at set project 

states or building strategic alliances of partners 

(the alliance risk theory39); introducing arbitrage 

for the rapid overcoming of risks in PPP-﬑ pe 

project prepara﬒ on and implementa﬒ on; to in-

troducing risk management systems based on 

specifying risks and se﬐ ing responsibili﬑  sharing 

mechanisms for overcoming them into each indi-

vidual PPP project40.

4. Conclusion

T
he new elements presented above are evi-

dence of the search by modern States for 

eff ec﬒ ve PPP project management solu﬒ ons. 

They involve the improvement of business ap-

proaches, risk management, and overall control 

systems. What is basic to this search, which 

takes diff erent forms in each country studied, is 

the striving to cut transac﬒ on costs, improve the 

37 Governance when applied to na﬒ onal administra﬒ on. 
Koch, C., M. Buser, Emerging Metagovernance as an Ins﬒ tu﬒ onal Framework for Public Private Partnership Networks in 
Denmark, IJPM, October 2006. Metagovernance is understood as a regulatory framework and environment, an umbrella for 
PPP networks.          
38 Cli﬎ on, C., C. Duffi  eld, Improved PFI/PPP Service Outcomes through the Integra﬒ on of Alliance Principles, IJPM, 
October 2006.          
39 Ibid. 
40 Shen, L. Y., A. Pla﬐ en, X. P. Deng, Role of Public Private Partnership to Manage Risks in Public Sector Projects in Hong 
Kong, IJPM, October 2006.
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quali﬑  of services off ered by the State, and last 

but not least, guarantee equali﬑  for the users 

of these services. The conclusion could be the 

claim, stemming from the study’s adopted thesis 

and hypotheses, that successful PPP project im-

plementa﬒ on is also a func﬒ on of eff ec﬒ ve State 

par﬒ cipa﬒ on. As regards State involvement, the 

factors of success are modern, market oriented 

management, eff ec﬒ ve skills management, a 

business approach to PPP projects and guaran-

tees of equali﬑ .
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