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ABSTRACT

THE EVALUATION OF CONSTRUCTION PROJECTS REALIZED WITH
PUBLIC PRIVATE PARTNERSHIP MODEL IN TURKEY

Urel, Osman Can

M.S., Department of Civil Engineering
Supervisor: Prof. Dr. M. Talat Birgondil
Co-Supervisor: Prof. Dr. Irem Dikmen Toker

February 2015, 147 Pages

Public—private partnerships (PPPs) are increasingly used in the public facilities and
services provision with the growing economic development experienced in Turkey.
However, there is an urge for more and better workable and efficient improved
practices in future PPP projects. This research considers six types of common public
projects in Turkey that are often delivered by the PPP method, including highway,
airport, harbor & marina, custom facility & custom gate, industrial facility & urban
infrastructure and health facility. Experienced practitioners in Turkey were asked to
rank the severity of 30 commonly faced problems sought from a comprehensive
literature review and expert interviews conducted in Turkey. The results show that
the three most important problems in realizing PPP projects were “The lack of
detailed preparation of public institute before tendering”, “Formation of additional
high cost and downturn in the financial market as a result of simultaneous
presentation of projects having huge investment cost”, and “Inadequate planning and
prioritization of projects before presenting to the public”. In addition, the relative
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importance of 30 potential critical success factors (CSF) for improving PPP system
in the Turkey was searched and the most important factors were determined as
“Prioritization of the large-scale PPP projects”, “The planning and coordination of
investments among public institutions” and “Conducting detailed pre-work before
the tendering of projects and preparation of realistic and detailed project feasibility
studies”. The findings indicate that the stakeholders from both public and private

sectors have low confidence in the public institutions.

Keywords: Public Private Partnership, Infrastructure Projects, Feasibility Studies,

Financial Market, Investment Cost.
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TURKIYE’DEKI KAMU-OZEL iSBIRLiGI (KOi) MODELI iLE
YURUTULEN INSAAT PROJELERI UYGULAMALARININ
DEGERLENDIRILMESI

Urel, Osman Can
Yiiksek Lisans, Ingaat Miihendisligi Boliimii
Tez YOneticisi: Prof. Dr. M. Talat Birgonul
Ortak Tez Yoneticisi: Prof. Dr. irem Dikmen Toker
Subat 2015, 147 Sayfa

Tiirkiye’deki gelismekte olan ekonomi ile birlikte kamu yatirim ve hizmetlerinin
saglanmasinda Kamu-Ozel isbirlikleri (KOI) artan bir sekilde kullanilmaktadir.
Bununla birlikte gelecekteki KOI projelerinde daha uygulanabilir ve verimli isler
gelistirme konusunda arzu bulunmaktadir. Bu ¢alisma karayolu, havaalani, liman &
marina, giimriik tesisi & glimriik kapisi, endiistriyel tesis & kentsel altyap1 ve saglik
tesisi dahil alti tip yaygmn KOI modeli ile gerceklestirilen kamu projesini ele
almaktadir. Tiirkiye’deki tecriibeli ¢aliganlardan, kapsamli literatiir taramasi ve
uzman roportajlart sonucunda belirlenen 30 adet yaygin olarak karsilasilan
problemlerin  ciddiyetlerinin  derecelendirmesi  istenilmistir.  Sonuglar KOI
projelerinin gerceklestirilmesi sirasinda karsilagilan en 6nemli iic problemi soyle
ortaya koymustur: “Kamu kurumunun ihaleye ¢ikmadan 6nce ayrintili 6n hazirlik
caligmast yapmamis olmas1”, “Yatirim bedeli biiyiik olan projelerin piyasaya es
zamanli sunulmasi sonucunda finans piyasasinda darbogaz ve ek yiliksek maliyetler

olusmasi” ve “Projeler kamuoyuna sunulmadan ©nce planlama ve proje
vii



onceliklendirme c¢aligmasinin yetersiz yapilmasi”. Bununla birlikte, Tiirkiye’deki
KOI sistemini gelistirmek icin gerekli 30 potansiyel kritik basar1 faktoriiniin (KBF)
goreceli onemi arastirilmis ve en 6nemli faktorler; “Biyiik-6l¢ekli KOI projelerinin
onceliklendirilmesi”, “Kamu kurumlari arasinda yatirimlarin planlanmasi ve
koordinasyonunun saglanmasi”, ve ihale dncesi detayli 6n calisma yapilmasi ile
gergekei ve detayl proje fizibilite ¢aligmalarinin hazirlanmasi” olarak belirlenmistir.
Sonuglar kamu ve 6zel sektor paydaslarinin kamu kurumlarina karsi giiven sikintisi

yasadigini ortaya koymaktadir.

Anahtar Kelimeler: Kamu Ozel Ortaklig1, Altyap: Projeleri, Fizibilite Calismalari,

Finans Piyasasi, Yatirnm Bedeli
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CHAPTER 1

INTRODUCTION

In the 1980s, share of public participation, state debt ratio, budget deficit and
inflation rate were so high with the low growth rate in the economies of most
developed countries. As a result of economically unstable situation, the governments
were obliged to take precautions in order to reduce public debt. Instead of state
investments, private capital was more attractive. Downsizing of the state, privatizing
government business enterprises, and so outsourcing the delivery of public assets and
services were some of the commonly preferred measures. In the early 1990s, build
operate transfer (BOT) type procurement models which is a form of Public Private
Partnership (PPP) became popular for the delivery of public assets such as public
buildings, wastewater and potable water treatment plants, roads, and ports (Regan et
al. 2009). In the world, PPP term originally was emerged from the UK in 1992. It
was defined as private finance initiative (PFI) which implies financing, building and
also operating of public infrastructure by introducing the private sector in accordance
with the contracts usually lasting 25-30 years (Tieman, 2003). In most of the
developed countries located in Europe, Australia and America, PPP has been
successfully adopted for delivering construction projects (Cheung et al., 2012). Also,
especially in recent years, public facilities of developing countries have faced with
the problems of rapidly developing urbanization so PPP has shown itself as an
important method for delivering infrastructure projects. As the time goes on, the
importance of it for the construction industry increases especially in developing
countries. Internationally, PPP has been used as a procurement method by more than

85 countries for delivering public infrastructure (Cheung and Chan, 2011).



If PPPs are constructed in a proper way, they will bring better value for money
compared to traditional procurement approach. Delivering projects on time and on
budget can be the most important advantages (Meidute & Paliulis, 2011). In addition,
due to long term partnership, the public and the private partners tend to be more
cooperative and this will create an additional synergy benefits. While public sector
manages the legal system, regulation and control policies; private partner conducts
highly technical tasks and complex financial arrangements. As a result of this,
supports of both partners together with their special skills produces a higher value
(Harris, 2004). In addition, spreading costs of large investments over the life of the
PPP for the public sector is seen as an attractive advantage. Since public sector does
not have to provide huge cash transfers, it facilitates the public sector’s debt
management. Even though there is not any public fund, the projects can be carried
out by supports of private funds (Meidute & Paliulis, 2011). Also, the PPP projects
offer a chance to private sector to handle huge projects with new markets like
energy, municipal water systems. In addition, the private partner can facilitate
gathering the necessary funds which is a huge support for the government (Jakutyte,
2012).

Although many potential benefits are obtained by the partners of PPP, there are some
serious problems for carrying out successful PPP projects. A number of research and
case studies in different countries were carried out to investigate the factors causing
the success of PPP projects and also failure of them. Specifically, Hardcastle et al.
(2002) and Zhang (2005a) had made a comprehensive review about the factors
causing the success of PPP and classified them in categories. These were namely (i)
effective procurement; (ii) project implementability; (iii) government guarantee; (iv)
favourable economic conditions; and (v) available financial market. In addition,
some risks were determined and grouped such as political risk (Chan et al., 2011),
(i) financial risk (Estache et al.,2007); (iii) legal effectiveness issues (Zhang,
2005b); (iv) operational risk (Shen etal.,2006); (v) market demand change (Ke et
al.,2010); and (vi) environment risk (Grimsey and Lewis, 2002). For successfully
completing PPP projects, all these risks and critical success factors should be known
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and possible problems should be determined from the first step of projects. In this
way, the specific solutions can be proposed.

In this thesis, the main aim is to determine and assess the main problems of both
public and private sectors in construction projects carried out by PPP model and
determining main critical success factors for improving PPP system in Turkey. In the
scope of this thesis, a questionnaire form has been prepared according to the

information obtained from literature survey and interviews carried out with experts.

Chapter 2 reports the findings of a literature survey about the determined problems
and critical success factors in the construction industry. Also, previous research

studies about this issue are summarized and presented in this chapter.

Chapter 3 reports the research methodology of the study and the contents of the
questionnaire that consists of two parts, one of which focuses on determining the
main problems, while the other focuses on critical success factors in order to

improve the PPP system.

In Chapter 4, all results of statistical analysis and findings of questionnaire and the
findings of previously carried out studies about problems of PPP projects and critical

success factors have been listed by graphs and tables.

Finally, results of research and comparison of them with the previously carried out
studies are reported in Chapter 5. Also, final comments about the results of the

research study are listed in this chapter.






CHAPTER 2

LITERATURE REVIEW

2.1 Definition of PPP

There is not any single definition of PPP. Many definitions of PPPs have been used
by different governments, scholars and international organizations. In most of the
countries, private sector has the operation right for a period on behalf of the public
sector. This period may change depending on the contract types like management
contracts having short time and concession contracts usually including design, build,

operation and finance parts of the construction.

Although lots of definitions could be found, Table 1 is sufficient to identify

important elements defining PPP.

In broad terms, it can be defined as a cooperative arrangement for the public and
private sectors that covers the sharing of risks, responsibilities, resources and
rewards for reaching to objectives of both sides that may be in different countries

around the world.



Table 1. Various Definitions of PPP
(Kwak et al. 2009)

Sources

Definitions

HM Treasury?

An arrangement between two or more
entities that enables them to work
cooperatively  towards shared or
compatible objectives and in which
there is some degree of shared authority
and responsibility, joint investment of
resources, shared risk taking, and mutual
benefit.

The World Bank?

The term “public-private partnerships”
has taken on a very broad meaning. The
key elements, however, are the existence
of a “partnership” style approach to the
provision of infrastructure as opposed to
an arm’s-length “supplier” relationship.
Either each party takes responsibilities
for an element of the total enterprise and
they work together, or both parties take
joint responsibility for each element. A
PPP involves a sharing of risk,
responsibility, and reward, and it is
undertaken in those circumstances when
there is a value-for-money benefit to the
taxpayers.

European Commission®

A partnership is an arrangement
between two or more parties who have
agreed to work cooperatively toward
shared and/or compatible objectives and
in which there is shared authority and
responsibility;  joint investment of
resources; shared liability or risk-taking;
and ideally mutual benefits.

Canadian Council for Public Private

Partnerships®

PPP is a cooperative venture between
the public and private sectors, built on
the expertise of each partner that best
meets clearly defined public needs
through the appropriate allocation of
resources, risks, and rewards.

a. HM Treasury, Partnerships for Prosperity: the Private Finance Initiative, London, 1998.
b. The World Bank, World Bank Group Private Sector Development Strategy
Implementation Progress Report, Washington, D.C., 2003.

c. European Commission, Guidelines for Successful Public-Private Partnerships, 2003.

d. Canadian Council for Public-Private Partnerships, “About PPP,” 2004, available at
<www.pppcouncil.ca/aboutPPP_definition.asp>.
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2.2 Types of PPP

Various types of partnerships have been implemented to reflect different project
objectives and requirements. These PPPs generally vary in terms of the degrees of
private involvement (World Bank, 2007). There are some extreme conditions. In
some cases, the public sector is fully responsible for all aspects of delivering public
services; while at the other one is the private provision, where the private sector
takes all those responsibilities. The involvement of private sector changes as the
responsibility of public sector decreases.

Although there are many PPP types used all around the world ( Design-Build-
Transfer, Operation — Maintenance, Design-Build-Operate, Build-Lease-Operate-
Transfer, Build-Own-Operate-Transfer, Design-Build-Transfer-Operate, Design
Build-Finance-Operate, Build-Own-Operate etc.), some of them are preferred more
than others (Adams et al. 2006). A continuum that shows the degree of private
involvement of these five mostly used PPP types is shown in Figure 1. Also, in Table
2, definitions of these PPPs are summarized.

Design-Build- Build-Operate-
Operate (DBO)  Transfer (BOT)

Purely | | Purely
Public | | | Private
Operation- Design-Build- Build-Own-

Maintenance Finance-Operate  Operate (BOO)

(OM) (DBFO)

Low < Private Sector Involvement > High

Figure 1. Continuum of Types of PPP (Kwak et al. 2009)



Table 2. Main Types of PPP
(Kwak et al. 2009)

Operation — Maintenance (OM)?2

The private sector is responsible for
all aspects of operation and
maintenance.

Although the private sector may not
take the responsibility of financing,
it may manage a capital investment
fund and determine how the fund
should be used together with the
public sector.

Design-Build-Operate (DBO)P

The private sector is responsible for
the design, construction, operation,
and maintenance of a project for a
specified period prior to handling it
over to the public sector.

Design-Build-Finance-Operate
(DBFO)®

The private sector is responsible for
the finance, design, construction,
operation, and maintenance of a
project.

In nearly all cases, the public sector
retains full ownership over the
project.

Build-Operate-Transfer (BOT)¢

The private sector is responsible for
the finance, design, construction,
operation, and maintenance of a
project for a concession period.

The asset is transferred back to the
government at the end of concession
period, often at no cost.

Build-Own-Operate (BOO)®

Similar to a BOOT project, but the
private sector retains the ownerships
of the asset in perpetuity.

The government only agrees to
purchase the services produced for a
fixed length of time.

a. The World Bank, Public-Private Partnership Units: Lessons for their Design and Use in

Infrastructure, Washington D.C., 2007.

b. E.S. Kelly, S. Haskins, and P.D. Reiter, “Implementing a DBO Project,” Journal of American

Water Works Association, 90/6 (June 1998): 34-46

c. U.S. Department of Transportation, “PPP Options,” Federal Highway Administration (FHWA),

<www.fhwa.dot.gov/PPP/dbfo.htm>.

d. M.M. Kumaraswamy and X.Q. Zhang, “Governmental Role in BOT-led Infrastructure
Development,” International Journal of Project Management, 19/4 (May 2001): 195-205.
e. L.W. Chege and P.D. Rwelamila, “Private Financing of Construction Projects and Procurement

Systems: An Integrated Approach,” in

Proceedings of CIB World Building Congress, Wellington, New Zealand, April 2001.




2.3 Worldwide Application of PPP

Especially during the last 20 years, PPP has gained a remarkable importance in both
developed and developing countries. Developments under the participation of private
sector to an infrastructure developments are monitored and reported under the four
main sectors such as energy, transport, telecom, water and sewerage by the World
Bank since 1990s. According to these reports, between the years of 1990-2013, in
these four main sectors at developing countries where private sector has at least 15%
ownership in a project with PPP, privatization in the form of share or asset sales and
also hundred percent private investment, the total number of projects is 6146 and the
total capital value of them is nearly 2 trillion and 2 hundred billion U.S. Dollars.

Distribution of these investments according to the sectors are listed in Table 3.

Table 3. PPP Size in Developing Countries, 1990-2013
(http://ppi.worldbank.org, 2014)

Project Investment )
Sector o Project Count
(US$ Million)
Telecom 949,122 856
Energy 767,179 2890
Transport 408,558 1553
Water and Sewerage 74,545 847

Countries are listed in Table 4 with respect to their rankings in project numbers and
investments. It can be seen that Turkey is found in the first ten countries with 159
projects having a total of 99 billion 173 million USD investment amount between the
years of 1990-2013.


http://ppi.worldbank.org/

Table 4. Top 10 Countries by Project Counts and Investments, 1990-2013

(http://ppi.worldbank.org, 2014)

Country Project Count
China 1151
India 775
Brazil 693
Russian 337
Federation
Mexico 221
Argentina 217
Turkey 159
Chile 157
Colombia 143
Thailand 132

Project

Country Investment

(US$ Million)

Brazil 438,291
India 321,583
Russian 145,290
Federation

China 127,854
Mexico 126,915
Turkey 99,173
Argentina 93,908
Indonesia 63,184
Philippines 61,491
Malaysia 60,086
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In addition, if the PPP performances of developing countries are analyzed between
the last 5 years (2009-2013), it can be seen from figure 2 that Turkey is located after
Brazil and ranked as 4th in terms of project counts. Besides that Turkey is ranked as

3th after Brazil among the order of investment amounts.
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Figure 2. Top 5 Countries by Project Counts and Investments, 2009-2013
(Adopted from World Bank PPI Database, 2014)
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Besides the World Bank, there is an European PPP Expertise Centre (EPEC) which
was established under the European Investment Bank (EIB) in order to provide
guidance and counseling to the members of the European Union (EU) countries.
Turkey is also one of the members of this institute. EPEC holds and reports the
records of PPP investments and projects. According to the report of EPEC,
evaluating the final condition of European PPP market by the first half of 2014,
Figure 3 and Figure 4 shows that;

e Total value of PPP transactions which reached financial close in the
European Market by the first half of 2014 has an amount of 9 billion euros.

e In the first half of 2014, 34 PPP transactions were financially closed which
are remarkably more than the first half of 2013 with 24 transactions. Since
2012, there is a steady grow in the numbers of contracts being closed in
Europe.

e In the first half of 2014, four large projects have reached to the financial close
which constitutes more than 80 % of the total European Market. These were;

0 the Intercity Express Programme Il (EUR 2.6 billion) in the UK;

o the Northern Marmara motorway (EUR 2 billion) in Turkey;

o0 the All Bruges-Zeebrugge motorway (EUR 1.1 billion) in Belgium;
and

o the Mersey Gateway bridge (EUR 700 million) in the UK.

e Over the first half of the year, at least one PPP transaction was closed by 12
countries when compared with the 10 countries in first half of 2013.

e The United Kingdom (UK) was the largest PPP market in value terms (EUR
4.3 billion). It is followed by Turkey and Belgium.

e When the number of transactions are reviewed, the UK is also the leader with
11 deals closed in the first half of 2014. It is followed by Germany (5),
France (4) and Greece (3).
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2.4 Advantages and Disadvantages of PPP

The resource saving in many ways is the one of the essential advantages of the PPP
approach. This helps governments to give attention on their specialized project areas
without directing their own resources to unfamiliar or big infrastructure projects
(Cumming, 2007). Since private sector is a part of this approach, government
capacity including assets, data and intellectual property are also used in a more
productive way. This leads an increase in the quality of public services (Edkins and
Smyth, 2006). Moreover, public services are delivered more efficiently with the
contribution of private sector’s experience and skills. Another advantage is that risks
are shared at different stages with the public and private sectors (Shen et al., 2006).
When the public projects are carried out with commercial discipline approach of
private sector, the risk of delay in project duration and over budgeting can be limited
in a minimum level (Li and Akintoye, 2003; Ho, 2006).

In addition, PPP approach helps to improve the economic return of investments
beside the other advantages for saving resources by the efficient usage of them. For
instance, Li and Akintoye (2003) showed that lifecycle costs of projects are
dramatically reduced by the PPP approach, since capital investment of government is
spreaded over the lifespan of a project. As a result, the targeted rate of return for

governmental investment is guaranteed.

Zhang (2006) identified and summarized advantages of PPP projects through
literature review in different types of contracts, case studies of worldwide PPP
practices and interviews with international PPP experts. Several important benefits

are:

e Facilities are fully completed and ready to operation with the help of various
resources belonging to private sector.

e PPP helps to delivery of infrastructure services in a more reliable and
efficient way with a lower cost;

e An innovation is more preferred and used by PPP approach;
15



e PPP helps to decrease in public sector expenses;

e PPP allows the public sector to avoid from huge capital investments at the
initial phase of the project;

e PPP usually provides a support to the economic growth by employment
opportunities in a project region;

e PPP helps to decrease in the life-cycle cost of the project and its delivery
time;

e According to the agreement the public sector has a chance to transfer risks

about finance, construction, and operation of projects to the private sector.

Although it is thought that public infrastructure projects are realized with a little or
no cost to the public sector, this is not the reality. Kumaraswamy and Zhang (2001)
showed some cases of BOT projects which had faced with problems due to
exceeding budget, misestimation of price and income returns, and also the disputes
between the government and the private operators. In addition, most of the case, the
public sector compensates the cost of failure at the end of the projects. Political
barriers are also an important problem on realizing PPPs (Algarni et al., 2007). Since
PPP projects are the special ones to be needed to handle with private legislation, in
most of the cases, the public authorities has to carry out long discussing periods
before required legal acts are to be made. Moreover, sometimes resistance is shown
for adopting new PPP approach. The delivery approach of PPP method usually are

not understood well by the executive government agencies.

Kwak et al. (2009) listed and summarized the some important critics directed to PPP

in his study including:

e Although it has been more than 30 years from the practicing in the world,
PPPs can be still evaluated as a new concepts needed to be understood by
some countries;

e There is a lack of required knowledge and capability in public and private
sectors for implementing such long lasting projects;
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e Since PPP projects have usually high contract prices, competition is limited
between private companies;

e PPP projects have a more tendency to be delayed because of the political
resistances, public protests and also long lasting negotiation processes;

e There is a probability of increasing cost in PPP projects since when compared
with the public sector, private sector cannot get credits for the projects with
low interests like the public sector;

e Since most of the information are mentioned as “commercial-in-confidence”
in tender documents, accountability of projects is difficult;

e PPPs may cause to higher costs to public users because of the lack of
competition and being the only one in sector while providing the

infrastructure services.

2.5 Previous Studies on Evaluation of PPP Projects in other Countries

There is a wide range of uncertainties and risks related with the PPP. Due to the long
and complex contractual agreements, PPPs has a difference from a traditional
procurement methods. PPPs require much more responsibilities and include risks for
both public and private partners. Therefore allocation of risks between these both
sides is more difficult. Researchers have directed their motivation to investigate
these specific properties of PPPs. These researches focused on partner’s
responsibilities and relations, PPP risks, PPP finance, PPP type selection and in the
center critical success factors of PPP projects. This classification model can be seen

in Figure 5.

Many researches have been carried out in the literature in order to determine
problems of PPPs and so propose corresponding solutions under the concept of
Critical Success Factors (CFSs) in construction sector. These factors are the most
important part for reaching a detailed understanding of the faced problems during the
all stages of the project. In order to develop an efficient PPP procurement agreement,

these factors has to be identified in the first step. As a result of case studies and
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interviews with construction professionals and experts, various list of CFSs were

determined by researchers.

4 .\
\e’

Figure 5. PPP Research Classification Model

In 2001, Qiao et al. made a study to determine and analyze the relative importance of
the CSFs in all steps of the BOT type projects in China. Qualitative and quantitative
research methods were used in three stages. As a result of interviews with
professionals and literature review, approximately 50 factors associated with BOT
projects in China were determined and categorized in phases. These were 1)
preliminary qualification evaluation phase, 2) tendering phase, 3) concession award
phase, 4) construction phase, 5) operation phase, and 6) transfer phase. According to
the literature review and interviews, the filtration was applied and final list of CSFs
were selected. Then, a questionnaire survey and long interviews were done with
related project companies and public authorities to evaluate the importance of CSFs.
Finally, the survey findings were confirmed with the selected BOT projects in China.
As a result of the survey, Qiao et al. (2001) determined in each phase the most

important CSFs. These are respectively; appropriate project identification at
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preliminary qualification evaluation phase, competitive tendering system at tendering
phase, reasonable risk allocation at concession award phase, quality control and
supervision at construction phase, management control at operation phase and

technology transfer at transfer phase.

In 2002, Jefferies et al. developed a success factor framework for the BOOT projects
from the related literature and tested it against a case study of Stadium Australia. The
framework helps to increase awareness to crucial factors at an initial planning stage
of BOOT projects. Also, it discusses issues from all perspectives so that precautions
can be taken for all phases of the project including construction, operation and
finally transfer phases. The identified critical success factors for the large

infrastructure projects procured under the BOOT concept is listed under the Table 5.

Table 5. Critical Success Factor Framework Developed from the Stadium Australia
Case Study.
(Adopted from Jefferies et al. 2002)

Critical Success Factors Comment/response

Environmental impact A carefully prepared Environmental
Impact Statement will often assist in
bid and approval processes.

Approval process efficiency The promise of efficient approval

/complicated negotiations processes assists likelihood of
success.

Technical innovation/complexity Technical innovation can be a
solution to overcoming project
complexity.

Developed legal/economic framework Is a critical success factor which all
parties must be aware of yet is
sometimes a gamble borne by the
project company in undertaking a
project.

Political stability — opposed/support By virtue of the concession period,
BOOT projects will see changes in
administration. Greater political
stability and support will aid in
success
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Table 5 (Continued) (Adopted from Jefferies et al. 2002)

Selecting the right project

Not all projects are suited to BOOT.
Public and private agreement over the
advantages the concept has to offer
needs to be found. Project feasibility
must show evidence of viability

Existing JV/ strategic alliances

This experience or network is viewed
favorably. A local partner in an
international BOOT contributes greatly
towards success.

Org. size-resource management/
ability

Proven experience and adequate
resource to expedite such contracts
relaxes government concern in award
of the project. Issues of level and
availability of local/national
knowledge and expertise are vital

Trust

Government will feel more
comfortable in awarding the project if
the sponsors are known and trusted

Community support

Strong community support can only
assist the projects likelihood of
success. It may result also in a quicker
and more efficient approval process.

Feasibility study

Comprehensive feasibility is critical to
project success from both public and
private perspective.

Transfer of technology

Technology transfer benefits may
assist with government and local
support, thus raising success
likelihood.

Financial capability

Financial capability and credibility are
critical to the success of the project
especially regarding investors. The
need exists also for the project
company to be able to account for
contingencies.

Compatibility/complimentary
skills

This was a significant factor in
Stadium Australia. All consortium
teams “fitted” well with complimentary
styles and created a sense of trust
among key parties

Consortium structure

Structure forms the foundation for all
risk management and contributes
significantly to the projects likely
success. In international BOOT, local
partcptn. and representation is crucial
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In 2003, Akintoye et al. reported the important points for achieving best value in
private finance initiative (PFI) projects and also the associated problems with it. His
research was based on 68 interviews working with PFI projects including
contractors, public sector clients, consultants and management organizations of
facilities. Then, the qualitative software was used to analyze the results of the
interviews. The result of the analysis showed that detailed risk analysis, appropriate
risk allocation, drive for faster project completion, encouragement of innovation in
project development and maintenance cost and curtailment in project cost escalation
are the factors contributing to the achievement of best value in PFI projects. Factors
effecting negatively to the achievement of best value in PFI projects are: high cost of
the PFI procurement process, lengthy and complex negotiations, difficulty in
specifying the quality of service, pricing of facility management services, potential
conflicts of interests among those involved in the procurement, and the public sector
clients’ inability to manage consultants. Table 6 and Table 7 respectively lists the all
determined important problems affecting the success of PFI projects in UK and also
proposed solutions from the perspectives of public sector, private sector and

consultants.
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Table 6. Problems Identified for PFI by Interviewed Participants
(Adopted from Akintoye et al. 2003)

Public Sector

Private Sector

Consultant

Inadequacy in the
mutual understanding
between clients and
their advisory teams

Lack of relevant
experience in PFI

Lack of transparency in
PFI risk allocation and
evaluation.

Difficulty in finding
suitably qualified IT
and other technical
consultants for
assessing risks

Unclear client priorities
and objectives

Uncertainty of project
funding

Incapacity of Top
Managers to understand
risk details.

Provision of
incomprehensive up-front
project information by
clients

Level of commitment of
the public sector to each
project is difficult to
predict

Demands of clients being
“wish list”, instead of
sensible

The long lasting
negotiation time

Slow negotiations

Less open communication
with the client, especially
on the pricing of specific
risks

Inconsistent risk
assessment and
management across
different organizations of
a concortium.

High bidding costs,
mainly attributed to the
cost of consultancy
services
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Table 7. Recommended Solutions for Problems of PFI by Interviewed Participants
(Adopted from Akintoye et al. 2003)

Public Sector

Private Sector

Consultant

Reliable standard on
how to deal with risk

Improving clients’
expertise.

Risk-transfer issues
should be spelled out,
opened to challenge and
dialogue.

Historic statistical data
on PFI risks should
available for different
type of projects

Standardization of the PFI
risk assessment and
management.

The allocation of
sufficient time for risk
assessment

Developing a national
database for historical
records.

Establishment of teams
of experts in PFI for
managing risks in all
phases of the project up
to tender.

Involving operating
companies at the initial
design phase

Provision of sufficient
time for preparing bids

Closer communication
with funders as early as
possible

Provision of assistance to
small companies to cope
with the PFI market
conditions.

In 2005, Zhang identified, analyzed and categorized many CSFs for PPPs in general.
His research was established on a systematic approach. At the initial phase, a
literature review was conducted and the CSFs were identified from the both public
and private sector’s perspectives. Then, through case studies from different countries
some projects were reviewed and experiences were obtained from both successful
and failed projects from the United Kingdom, United States, China, India, Malaysia,
the Philippines, Sri Lanka and Thailand. After these, the ideas of PPP experts and
practitioners were received to list factors that believed are important and they were
wanted to rank them according to the importance degree. Finally, the determined
CSFs in the above mentioned steps were classified into five main categories which
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includes success sub-factors and the results were compared with the worldwide
expert opinions. As a result of the research, the determined CSFs and related Success
Sub factors (SSFs) for PPP projects are listed in Table 8.

Table 8. Critical Success Factors and Success Sub-factors for Public—Private
Partnership (PPP) Projects
(Zhang, 2005a)

Critical Success Factor Success Sub factor
Favorable investment environment | (1) Stable political system;
(2) Favorable economic system;
(3) Adequate local financial market;
(4) Predictable currency exchange risk;
(5) Predictable and reasonable legal
framework;
(6) Government support;
(7) Supportive and understanding
community;
(8) The project is in public interest;
(9) Predicable risk scenarios;
(10) The project is well suited for
privatization; and
(11) Promising economy.
Economic viability (1) Long-term demand for the
products/services offered by the project;
(2) Limited competition from other
projects;
(3) Sufficient profitability of the project
to attract investors;
(4) Long-term cash flow that is attractive
to lender; and
(5) Long-term availability of suppliers
needed for the normal operation
of the project.
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Table 8 (Continued) (Zhang, 2005)

Reliable concessionaire consortium

with strong technical strength

(1) Leading role by a key enterprise or
entrepreneur;

(2) Effective project organization
structure;

(3) Strong and capable project team;
(4) Good relationship with host
government authorities;

(5) Partnering skills;

(6) Rich experience in international PPP
project management;

(7) Multidisciplinary participants;

(8) Sound technical solution;

(9) Innovative technical solution;

(10) Cost-effective technical solution;
(11) Low environmental impact; and
(12) Public safety and health
considerations.

Sound financial package

(1) Sound financial analysis;

(2) Investment, payment, and drawdown
schedules;

(3) Sources and structure of main loans
and standby facilities;

(4) Stable currencies of debts and equity
finance;

(5) High equity/debt ratio;

(6) Low financial charges;

(7) Fixed and low interest rate financing;
(8) Long-term debt financing that
minimizes refinancing risk;

(9) Abilities to deal with fluctuations in
interest/exchange rates; and

(10) Appropriate toll/tariff level(s) and
suitable adjustment formula.

Appropriate risk allocation via

reliable contractual arrangements

Appropriate and reliable risk allocation
in:(1) Concession agreement;

(2) Shareholder agreement;

(3) Design and construct contract;

(4) Loan agreement;

(5) Insurance agreement;

(6) Supply agreement;

(7) Operation agreement;

(8) Offtake agreement; and

(9) Guarantees/support/comfort letters.
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According to the results of a questionnaire survey done with international experts,
relative significances of these predetermined CSFs and SSFs were evaluated.
Analysis results showed that there is a consistency between the rankings of experts
from the industrial and the academic sectors. Long-term demand for the
products/services offered by the project under CSF of economic viability, concession
agreement under CSF of appropriate risk allocation via reliable contractual
arrangements, appropriate toll/tariff levels and suitable adjustment formula under
CSF of sound financial package, stable political system under CSF of favorable
investment environment, good relationship with host government authorities under
CSF of reliable concessionaire consortium with strong technical strength were
determined as the most important sub success factors with respect to five main CSF
aspects (Zhang, 2005).

In 2005, Li et al. designed a questionnaire survey in order to evaluate the importance
of CSFs relative to one another. First, CSFs were determined with the detailed
literature review from the previous researches. Based on the 18 CSFs identified by
the above-mentioned studies, the questionnaire survey was prepared including three
parts. These were questions about the respondents’ individual and organizational
backgrounds; issues about PPP/PFI projects, including questions about CSFs; and

risk and risk management within PPP/PFI projects.

As a result of the analysis of the survey response data, the relative importance of
CSFs for UK PPP/PFI projects are respectively in descending order of importance:
strong private consortium, appropriate risk allocation and risk sharing, available
financial market, commitment/responsibility of public/private sectors, thorough and
realistic cost/benefit assessment, project technical feasibility, well-organized public
agency, good governance, favorable legal framework, transparency in the legal
framework, political support, competitive procurement process, sound economic
policy, multi-benefit objectives, stable macro-economic environment, government
involvement by providing guarantees, shared authority between public and private
sectors, social support. In addition to these ranking, the CSFs were classified into
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five main groups: effective procurement, project implementability, government
guarantee, favorable economic conditions, and available financial market (Li et al.
2005).

In 2007, Wang et al. established a critical success factors model for infrastructure
PPP projects in China due to the low success rate of them. It was aimed to identify
the relations between the CSFs and low success rate of projects. First of all, after
reviewing relevant researches, 45 success factors were identified for the
infrastructure projects carried out with PPP. Then, as a result of the questionnaire
survey and statistical analysis, 21 of them were selected as critical (Table 9).

Table 9. Success Factors of Infrastructure Projects realized with Public—Private
Partnership (PPP)
(Adapted from Wang et al. 2007)

(1) The own factors of PPP projects
e Project scale
e Demand for project product or service (Critical Success Factor)
e The level to satisfy national economy
o Rationality of financial evaluation
e The attraction of private capital (CSF)
e The technical feasibility of the project
e Innovation of the project technology (CSF)
e Economical rationality of the technical program
(2) Favorable investment environment
e Stable political situation
Good international reputation (CSF)
Consistent with the public interest (CSF)
Stable law frame
Prosperous potential of economic development (CSF)
Adequate local financial sources
Predictable exchange risk
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Table 9 (Continued) (Wang et al., 2007)

(3)Project company competence
e Company scale and financial strength
Leaders’ ability (CSF)
Efficient project team (CSF)
Reasonable project organizational structure (CSF)
Specific project decision-making process
The ingenious combination with partners
e Development and management experience for PPP projects(CSF)
e Good relationship with government authorities
(4)Project contractor and operator competence
e Enterprise credit
Enterprise’s financial situation
Experience in similar project
Machinery and equipment for construction
Professional technology and management level
The total contract price
(5)Regulations and policies for PPP projects
Reasonable risk-sharing mechanism (CSF)
Financial system and policy for PPP projects (CSF)
The improvement of regulation and policy (CSF)
Rational pricing mechanism (CSF)
Effective supervision mechanism (CSF)
(6)Government support
e Preferential loan rates
e Government subsidy
e Government political support (CSF)
(7)Product characteristics
e Product or service’s quality
e Satisfying environmental standards
e Satisfying public safety and health standards (CSF)
e Price rationality (CSF)
(8)Project management
e Project plan
e Effective project control (CSF)
e Rational risk-sharing (CSF)
e Communication and coordination (CSF)

Finally, interpretative structural model was formed in order to analyze the
relationship between these factors (Figure 6) and it was revealed that 5 factors have

ability to affect the application of other success factors and so they have crucial
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importance. These five factors are located in the lowest level: (1) Reasonable risk-
sharing mechanism, (2) Financial system and policies for PPP projects, (3) The
improvement of regulation and policy, (4)Rational pricing mechanism, (5) Effective

supervising mechanism.

Critical Success Factors Infrastructure
Projects in China under PPP Mode
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Figure 6. Interpretative Structure Model for Critical Success Factors under
PPP Model
(Wang et al. 2007)

In 2008, Jacobson and Choi analyzed and compared main factors contributing to the
success of PPPs and public works projects. First, the advantages of PPP compared to
29



tradional public works were introduced with the below Figure 7. In traditional public
works, first the public authority make an agreement with the architect. When the
architect delivers the design documents to the public authority, the contractor made
an offer and realize to the project with that plans. Therefore, before selecting the
contractor project plans were completed in a limited time without enough discussion
and lowest bid contractor has to obey it. Meanwhile in PPP strategy, contractors has
a chance to discuss projects with architect and offer their bids. This design-bid-build
sequence provides direct communication between the architectural team and the
construction team. In general, public authority selects general contractor for not only

providing construction services but also architectural and engineering design parts.
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Figure 7. Comparison of traditional public works and team/partnering relationships
(Jacobson and Choi, 2008)

While conducting study, a qualitative approach was used by interviews, observations

and reviewing historical data regarding the project named as The Manhattan Beach
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PPP which is comprised of a two-story subterranean public parking garage and a
central public town square above the parking deck. The interview questionnaire
included open-ended questions allowing flexibility. 15 person were interviewed
including city council members, city executives, senior department managers,
operational personnel, senior construction executives, construction managers,
development executive, lead architects and financial/project management experts.
Ten success factors were determined that are suitable for this project according to
the results of the survey. These were: developing a shared vision, commitment to the
vision and its potential for meeting realistic business and public goals, open
communication through regular intensive meetings with a mechanism to resolve
challenges, and a willingness to collaborate to attain the shared vision, respect with
those you work with, community outreach giving the city what community wants,
political support, expert advice, risk awareness, clear roles and responsibilities
(Jacobson and Choi, 2008).

In 2010, Ke et al. made a a study in order to find preferred risk allocation in China’s
PPP projects. 34 potential risks in PPP projects were identified by the desktop
literature review, telephone surveys and previous works of other researchers. Then, a
Delphi survey was conducted in two rounds in order to analyze the risks and their
allocation between public and private sectors in China. In total 46 completed
questionnaires were obtained for evaluation. As a result of the research, it was
determined that expropriation and nationalization risk should only be given to
responsibility of public sector. Government’s reliability, Government’s intervention,
Poor political decision-making, Land acquisition, Corruption, approval and permit
rejection/duration, supporting utilities risk such as electricity and water,
uncompetitive tender conditions, competition with government’s similar projects,
change in law, tax regulation changes, immature juristic system should mostly
belong to the public sector. Financial risk, construction/operation changes, longer
construction completion, delay in supply during construction, technology risk,
operation cost overrun, residual assets risk, consortium inability, organization and

coordination risk, private investor change should mostly be given to the
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responsibility of private sector. Public/political opposition, tariff change, force
majeure conditions, payment risk of consumer/government, environmental protection
rules, insufficient financial audit of government to the project company, subjective
evaluation and design of concession period, improper contracts, inflation, foreign
exchange and convertibility, ground/weather conditions, market demand change,
third party reliability, interest rate should be equally shared by both parties.

In 2011, Cheung and Chan reviewed the three types of projects including water and
waste water, power and energy and transportation delivered by PPP method in
China. Interview was carried out with the 38 experienced professional in the sector
and they were asked to rank the predetermined 20 risk factors obtained from a
detailed literature review. As a result of the research, the obtained ranked risk factors
can be seen in Table 10. According to the results: government intervention, public
credit, financing risk, poor public decision-making process, subjective project
evaluation method, completion risk, government corruption, imperfect law and
supervision system, and inability of concessionaire were the crucial risk factors for
all three types of projects. Cheung and Chan (2011) also emphasized that the most of

the risks of PPP projects in China are fundamentally related to the government.
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Table 10. Comparison of Risk Ranking among Different Project Sectors
(Cheung and Chan, 2011)

Rank of Rank of Rank of
Risk . Water and Power and .
Name of Risk Transportation
No Wastewater Energy .
. . Project
Project Project
1 Qovernm_ent 4 1 1
intervention
2 Public credit 5 5 2
3 Financing risk 1 9 8
4 Poor pu_bllc decision- 6 7 5
making process
5 Subject_lve project 3 3 7
evaluation method
6 Completion risk 2 14 16
7 Government corruption 12 2 10
8 Price change 9 10 3
9 Operation cost overrun 8 6 9
10 Imperfept law and 13 8 4
supervision system
11 Project/operation 14 18 6
changes
12 Inability of 16 4 11
concessionaire
13 Inflation 7 15 20
14 Conflicting or imperfect 10 16 14
contract
15 | Interest rate fluctuation 11 11 18
16 I_nsuff|C|ent project 15 13 12
finance supervision
17 Delay in project _ 17 19 15
approvals and permits
18 Inadequate competition 17 20 17
for tender
19 Foreign exchange 17 17 19
fluctuation
20 Change in market 20 12 13
demand
(noncompetition factor
caused)
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In 2012, Ng. et al. made a study to explore the important factors to be evaluated at
the initial phase of PPP projects from the perspectives of public, private and general
community. First, a detailed literature review was conducted and advantages and
possible risks to be faced in PPPs were determined including many success factors
proposed by researchers for the feasibility stage of the project. Experts’ ideas were
also received in order to verify these obtained CSFs and in total, 36 CSFs from the
literature are evaluated as relevant to the initial phase of a PPP projects. They were
grouped under five main groups: (i) technical factors; (ii) financial and economic
factors; (iii) social factors; (iv) political and legal; and (v) others (staff issue and
possible management actions) (Table 11). Then, a prepared questionnaire survey was
distributed to the respondents and they were asked to evaluate these factors in terms
of their importance using a 7-point Likert scale in Hong Kong. 181 answers were
obtained from the survey in total. As a result, acceptable level of tariff is evaluated as
the most important factor needed to be evaluated at the feasibility phase of PPP
projects. Cost effectiveness and financial attractiveness are evaluated as the most
crucial factors from the public and private sectors respectively. Moreover, reliable
service delivery, availability of strong private consortium, the existence of a long-
term demand for the proposed services and alignment with government’s strategic
objectives were ranked as the higher importance in comparison to other factors for

the success of PPP projects.
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Table 11. Critical Success Factors for PPP Projects
(Ng. et al. 2012)

Technical

Project size is technically manageable by a single consortium

Possibility of innovative solutions (e.g. leading to time/cost savings)

Availability of Government experience in packaging similar PPP
projects

Availability of experienced, strong and reliable private consortium

Service quality can be easily defined and objectively measured

Contract is flexible enough for frequent change in output specification

Project is not susceptible to fast-paced change (e.g. technological
change)

Financial and economic

Project is more cost effective than traditional forms of project delivery

Project can be substantially self-funded or on a non-recourse basis

Project value is sufficiently large to avoid procurement disproportionate
Procurement costs

Project is of financial interest to private sector

Project can attract foreign capital

Project is bankable and profitability of the project is sufficient to attract
investors and lenders

Economic environment is stable and favorable

Existence of a sound governmental economic policy

Competition from other projects is limited

Social

There is a long-term demand of the products/service in the community

The community is understanding and supportive

Delivery of services is stable and reliable

Level of toll/tariff is acceptable

Project can create more job opportunities

Project is environmentally sustainable

Political and legal

Project is not politically sensitive

Political environment is stable

There is political support for the project

The project is compatible with current statutory and institutional
arrangements

There is a favorable legal framework (mature, reasonable and
predictable)
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Table 11 (Continued) (Ng et al., 2012)

Other
e Fairness of new conditions to employees
Possibility of significant redundancy
Existence of a resolution for any civil service staff redundancy
Supportiveness and commitment of staff to the project
Flexibility to decide appropriate risk allocation
Support from the government (e.g. guarantee or loans) is available
e Authority can be shared between the public and private sectors
e Possibility of an effective control mechanism over the private consortium
e Matching government’s strategic and long-term objectives

In 2013, Tang et al. researched and categorized the critical factors that affects the
efficiency of PPP during early briefing stages of the project In Australia. Initially, a
literature review was done about the PPP situation in Australia. Then, using obtained
information, four main groups were identified with sub factors which are
procurement, stakeholder, risk, and finance. Then, a questionnaire survey was
prepared and distributed to the public and private sectors for evaluation of the
potential of these factors to improve the PPP briefing stage. According to the
analysis of literature, 15 procurement-related factors were obtained. These are
respectively from highest rank to the lower: Experience of the brief writer, Adequate
time for briefing, Control of process, ldentification of client/owner requirements,
Clear goals and objectives, Clear and precise briefing documents, Feedback from
completed projects, Thorough understanding of client/owner requirements, Clear
end-user requirements, Consensus building, Good record of decisions made,
Flexibility of briefs to cater for changes, Time for freezing of brief documents,
Development of a framework agreed by the key parties, Proper priority setting. In
addition, 18 factors that may affect efficiency of relationship among stakeholders
were identified. These are respectively from highest rank to the lower: Open and
effective communication, Skillful guidance and advice from project manager,
Openness and trust, Clarity of roles of stakeholders, Holding workshops for
stakeholders, Knowledge of statutory and lease control of the project, Selection of
briefing team, Experience of the client, Knowledge of client’s responsibility,

Honesty, Knowledge of consultants, Clear management structure, Experience of
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stakeholder group, Sufficient consultation with stakeholders, Team commitment,
Good facilitation, Balance of the needs/requirements of different stakeholders,

Agreement of brief by all relevant parties.

Moreover, 9 factors were found relating to risk issues and 6 factors were determined
for finance related issue of the briefing stages of PPP projects. These are respectively
in descending order of importance; Commencement of risk register, Quantification
of consequences of risks, Calculation of transferable and retained risks, Estimation of
risk probabilities, Special risk assessment, Possible allocation of responsibilities and
risks between the government and the private sector, Calculation of risk values,
Identification of desired risk allocation, Good measurement of risk
management/mitigation for the risk-related factors while Practical budget and
program, Proposed commercial arrangement, Good financial standing of the private
partner, Conduct of socioeconomic studies, Demonstration of how PPP can achieve
the best value for money, Prepared bidding for funds through the Resource

Allocation Exercise process are for the finance-related issues (Tang et al. 2013).

In 2014, Republic of Turkey Ministry of Development published a report on the
evaluation of Public Private Cooperation in Turkey under the Tenth State
Development Plan prepared by Public Private Cooperation Specialized Commission
with the coordination of Public Private Cooperation Department. The purpose of this
Commission is to analyze the present situation of PPP and to determine problems
and proposed solutions that can be faced in Turkey from the 2014 up to 2023. This
Special Commission conducted two successive meetings in 2012 and 55 person from
Public, 23 person from Contractors, 17 person from Finance Institutions, 9 Non-
Governmental Organizations, 2 person from universities and the consulting firms
were attended as representatives. In these meetings, the all phases of Public Private
Cooperation were discussed in 7 sessions which are respectively: Planning, Project
Design and Approval, Tender Process, Contract Process, Financing, Construction
and Operation, and Institutional Organization and Legislation. As a result of the long
discussions of experienced professionals in Public Private Cooperation sector, the
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opinions were expressed under below listed main ideas in summary (Table 12). In
addition to them, the priority steps to be taken in order to develop and strengthen the
application of PPP are categorized under these four main groups: establishment of a
center coordination unit for the PPP for determining strategies and managing the
process, improving the legal framework, overcoming problems resulting from lack of
institutional capacity, and determination of the supports to be provided to the PPP

model by public sector.

Table 12. Problems of PPP Projects in Turkey
(Republic of Turkey Ministry of Development,
Tenth State Development Plan, 2014)

Planning Phase

Usage of Public Private Partnership term instead of Public Private Cooperation
Inadequate sectorial and project planning and prioritization

Unexpected additional high costs at financial markets due to the same time
launching of projects requiring huge amount of investment

The inadequate pre-planning of projects

The importance of preparing realistic and detailed feasibilities specifically
examining financing opportunities

Usage of Public-Sector Comparator for selecting procurement methodology
During the planning phase of projects, taking into account the law of competence
The importance of experiences obtained from judicial decisions in planning
phase of projects

The importance of stakeholder analysis for project

A policy need on local administration projects

The need for establishing a Special Agency to maintain PPP projects in the
public sector with high coordination and consistent policies

The need of review of international experiences on PPP

Project Design and Approval Phase

The importance of conducting competition tenders for the project designs
Creating project group for each project to be realized with PPP model

The comparison on usage of preliminary project and as-built project while
tendering

The importance of usage of consultant

The allowance to the private sector for developing projects and presenting them
to the public sector for making a tender

The requirement of the including more PPP methods to the new legislative study
of PPP

38



Table 12 (Continued) (Republic of Turkey Ministry of Development, 2014)

Tender Phase

The determination of tender system for PPP model and development of tender
evaluation procedure

Inadequate preparation to tenders and negative effects of addendums

Providing legal supports to the bureaucrats in the cases of claims against the
tenders

Raising rates of bind bond letters and requesting letter of intent for credit

The need for including right of raising claim in tenders at legal regulation

Prevention of tender delays turning into a tradition

The need for clearly defined durations and stages in tenders

Contract Phase

The requirement of clear and detailed writing of the contracts used in tendering

Entry into effect of the contracts with the financial close

Regulation of the termination of the contract conditions with the correct risk
allocation

Adapting contracts to the changing conditions

Financing Phase

The impact of the crisis in finance market to the credit market of project

Increasing financial supports to the projects provided by public

The effect of increase of foreign capital in the Turkish banking sector in the
credit process

The positive impact of foreign consortium partners and the benefit of
encouraging them

The increase in credit costs and risk premiums due to the weak points in the
project development processes

Looking into alternative finance methods and taking opinions of banks and
companies during the development process of projects

The positive effect of the direct agreement mechanism between public sector and
banks

The positive effect of covering project credits by Undersecretariat of Treasury In
case of termination of the contract prior to the completion time

Construction and Operation Phase

Problems caused by the having many public authorities for decision on some
sectors and lack of coordination during the realization of the investment

During the investment process using technical advisers by public institutions

During the operational phase, continuation of relationship between the public
authority and project company with the partnership approach

The requirement of making performance evaluation and control of projects as
publicly available

Institutional Organization and Legislation

Making unifying new PPP law with removal of many laws and regulations of
PPP

Legislative changes to avoid interruption of project after awarding it

Not secret project specifications and contracts after tenders
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CHAPTER 3

RESEARCH METHODOLOGY

The aim of this study is to determine and assess the judgments of both public and
private sectors in terms of the types of Turkish construction projects carried out by
PPP model and the most important problems with the critical success factors for
improving PPP system.

This study was prepared with the adaptation of the methodology that Ng et al. (2012)
and Hwang et al. (2013) applied in their own researches. The methodology used is
shown in Figure 8. The method used for this research includes four main parts which
are literature survey, pilot study questionnaires, face-to-face interviews and statistical

data analysis.
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Figure 8. Research Framework
(Adopted from Ng et al. (2012))



In this research, the questionnaire is composed of 5 parts for the private sector
investors while including 4 parts for the public sector administrations. There are 71
questions for the private sector professionals and 69 questions are available for the
public sector professionals. Information about the content, organizing questions,

applying and analyzing of survey will be mentioned in the upcoming sections.

3.1. Design of the questionnaire

Before delivering final questionnaire to the attendants, first of all a detailed literature
survey was conducted in order to determine problems faced in the construction
projects realized with PPP and related success factors to improve the PPP system in
Turkey. In the light of this information, preliminary questions were checked and
discussed with three experienced professionals by interview.

3.1.1. Literature Survey

As mentioned previously, due to the nature and complexity of PPP projects, they
have a potential for having more problems compared to those traditionally procured
projects. In this respect, CSFs have the main importance to explore the main points
for the successful delivery of PPP projects. Also, there is a drive for more and better
public infrastructure in Turkey with the increasing economic development.
Therefore, the importance of PPP is crucial for Turkey as mentioned previously in

World Bank reports.

Various surveys were conducted in different countries to determine problems and
critical success factors of PPP projects such as Qiao et al. (2001), Jefferies et al.
(2002), Akintoye et al. (2003), Zhang (2005), Li et al. (2005), Wang et al. (2007),
Jacobson and Choi (2008), Ke et al. (2010), Cheung and Chan (2011), Ng. et al.
(2012), Tang et al. (2013) as it was mentioned before. In addition to all these
information, since this study is mainly conducted for presenting the condition of PPP

in Turkey, the fundamentally used resource for selecting problems and
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corresponding proposed success factors to them belongs to Republic of Turkey
Ministry of Development’s published report on the evaluation of Public Private

Cooperation.

3.1.2 Pre-Questionnaire

The survey was designed based on a detailed literature survey and includes 5 parts.

Those 5 parts are formed as follows;

e General Information about Participants

e The Experience of Your Company with the PPP Projects (Only for Private
Sector)

e The Information about the Project to be Evaluated

e The Main Problems Encountered in Carrying Out PPP Projects

e The Critical Success Factors to Improve the Structure of the PPP System

In the first section, general information about the participants was requested. The
information gathered from respondents are: “name of their institution or company”,
“e-mail addresses of them”, “years of experience in construction industry”, “years of
experience in PPP projects”, “sector that they are now working”, “number of
workers in their companies”. Participants were divided into specific categories
according to their general characteristics. Identified critical factors resulting in the
questionnaire were analyzed in accordance with the categories in which the

participants are classified.

The second part seeks to determine experience of respondents’ companies in PPP
projects. In this section, participants were asked about: “years of experience in PPP
projects carried out by their company in Turkey”. In addition, the respondents were
asked to rate the success of their company about the conducted or completed PPP

projects in Turkey.
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In the third part, the participants were asked to determine one project for the
evaluation in upcoming parts and the information about this project were
investigated. These were about: “type of selected PPP project”, “sector of selected
PPP project” and finally “rating success of their institution/company about the

conducted or completed project.

In the fourth part, the essential problems faced while carrying out PPP projects were
listed as a result of literature survey and interviews. Respondents were asked to rate

them to identify the most important ones.

In the fifth and also final part, the necessary success factors for improving the PPP
system in Turkey were determined with literature survey and interviews.

Respondents were asked to rate them to identify the most crucial ones.

3.1.3 Face-to-face interviews

Before delivering to the participants, the prepared questionnaire using the literature
review was revised in the light of the interviews with three experienced professionals
in which one of them from public and the other ones from the private sector. As a

result of these interviews the below listed information was obtained.

Cem Galip Ozenen, Head of PPP Department at the Turkish Ministry of
Development, was the first interviewed person. This department monitors, evaluates
the PPP projects and also ensures coordination between the parties of these projects.
In addition, taking measures to ensure compliance of planned BOT projects with
sectorial strategies and development plans is also the one of the important missions
of this department. As it was mentioned, the main used resource while preparing
questionnaire was the report of Public Private Cooperation Specialized Commission

with the coordination of PPP Department.
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Cem Galip Ozenen said that, PPP projects should be realized with detailed planning
and prioritization under the coordination of public authorities. If this is not provided
and projects with high investment amounts are presented simultaneously to the
market, there is a risk of financing difficulty due to the occurrence of additional high
costs. In addition, Ozenen states that the pre-feasibility reports of projects should
have realistic data for not only directing private companies to the right way but also
for the evaluation of projects whether they are realized with PPP or traditional
procurement methods by making comparative analysis from the economic and
financial perspectives. According to the Cem Galip Ozenen, there is a need for a
single law covering all different PPP legislation and also one central independent

unit responsible for the coordination of all PPP projects.

The second interview was made with Huseyin Arslan, the chairman of the board of
directors of YDA Construction Co. Inc., who has made great efforts for the
improvement of the PPP sector in Turkey.

Hiseyin Arslan states that the first thing should be start from the solving the name of
this partnership. Public Private Partnership term should be preferred instead of
Public Private Cooperation. If the name of this work is partnership, public sector will
realize that they do not have the dominant role in these projects and should listen and
discuss all aspects of projects with the private sector on the same table. The purpose
of meeting will not focus on problems of public side and private side, but how the
project will be more successful while providing maximum benefit to the partners.
According to the Arslan, the tender process should be determined carefully. The
published lots of addendums causes to change in most of the tender documents and
shows that the tender planning was not done well enough. Also, tender documents
especially agreements should be bankable since they are actually among the partners
of these projects. Without banks, as a private sector we could not finance these
projects by ourselves. In addition, Arslan emphasized that if the public sector will be
one of the shareholders in projects, the financing will be much easier due to the
increased trust of banks.
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The third interview was made with Izzet Saygin AKKAS, the deputy general
manager at Bayraktar Construction Co. Inc., who has mostly worked for several

international large scale infrastructure projects and many others in Turkey.

Izzet Saygin Aktas explained that the public sector should not only be partner of
private companies in project construction stage but also it should continue at
operation phase of projects. The success of projects will actually show themselves at
operation phase. Especially, the benefit to the public of these projects should be
monitored and researched by the public sector. Therefore necessary precautions can
be taken. In addition, Aktas states that the financial closes of projects are important
issue. Since, after contract agreement, there are long periods of financial discussions
and looking for finance alternatives, the construction period may have long delays.
Aktas also emphasized that performance and quality related criteria are not evaluated
enough in tenders when compared with the operating time or monetary criteria.
These causes an important problems in construction and operation phases from the

quality and efficiency perspectives.

3.1.4 Final Questionnaire

A pilot-study was conducted with a couple of project managers having experience in
PPP projects to validate the questionnaire As a result of the pilot study and in the
light of bilateral talks, the previously prepared pre-questionnaire was improved by
finalizing the problems and critical success factors to be evaluated. Final
questionnaire consisted of five parts and 71 questions for the private sector
participants and four parts and 69 questions for the public sector participants. In a
survey on the web, open-ended questions were asked in the first, second and third
sections. In the fourth and fifth part of the survey, the participants were requested to
answer questions using five-point Likert scale (1=least important and 5=most
important) depending on their selection of project at the third part. The applied final
questionnaire can be seen in Appendix.
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3.2 Conducting Questionnaire

The questionnaire is an option for collecting information from people in a logical and
easy way. In other words, it is a method used for asking predetermined appropriate
questions to the designate populations that were previously decided. They can be
applied with various methods including face-to-face interviews, phone calls and
distribution of emails which is mostly preferred one. Today, most of the surveys are
carried out via internet since large amounts of information can be collected from lots
of person in a short time in a practical way. Moreover, the results of the
questionnaires can usually be collected quickly and analyzed scientifically and

objectively than other types of research methods.

The questionnaire was published on the internet through professional survey
application program for the purpose of reaching a large number of people and getting
responses quickly. The selected target group for the distribution of questionnaire is in
line with the aim of study. The selected group includes institutions from public
sector and investor companies from private sector which have worked before or now
working on PPP construction projects in Turkey. Participants were mostly obtained
from the attendants of meetings about Public Private Cooperation Workshop in
Turkey which was mentioned previously. All participants of these meetings have
direct or indirect relation with PPP projects in Turkey. In addition to that, several
attendants were also obtained with the reference of interviewers mentioned before.
As a result of the researches, 56 answered questionnaires were obtained. Information

on the profile of the participants are presented in the following section.

3.3 Analysis of the Questionnaire Results

Statistical analysis was done by using SPSS 15.0 (Statistical Programs Social
Sciences) software program. 196 questionnaires were sent out. 60 respondents
returned with completed questionnaires. However, 56 of them were valid with 29 %
effective return rate. These 56 respondents were included in the study. Reliability

analysis were made in order to test the reliability of the resulting data sets from the
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questionannaire. Alpha coefficient for reliability analysis (Cronbach's alpha) was
used. Reliability of the questions were calculated above 0.70 which was accepted as
minimum in the literature. As a result of the analysis the main problems faced by the
public and private sector participants in carrying out PPP projects were analyzed by
questionnaire consisting of 30 items and reliability was calculated as 93 %. In
addition to that critical success factors in order to imrove the PPP system in Turkey
were manalyzed by questionnaire consisting of 30 items and reliability was

calculated as 82.7 %.

Frequencies, percentages, valid percentages and cumulative percentages were given
for the evaluation of the data (qualitative). Descriptive statistical methods (mean,
standard deviation, median, minimum and maximum values) were used for the

questions evaluated with 5-point Likert Scale (quantitative).

For the comparison of data for the two groups, if the data are normally distributed T
test is used. If the data do not have a normal distribution then Mann Whitney U test
is used. However, the N value of the data analyzed in this study is below 30 while
comparing sub-groups, without looking the whether the data is distributed normally

or not, Mann Whitney U test were used in all paired comparisons.

One-way Anova test is used for the comparison of more than two groups having
normal distributed data while Kruskal Wallis test is used if there is not normal
distribution. However, the data analyzed in this study is below 30 while comparing
sub-groups, without looking the distribution whether normal or not, the Kruskal
Wallis test is used in all comparisons. Also, bonferroni corrected Mann-Whitney U

test was used in order to determine the group of data causing the difference.

All statistical calculations were evaluated in the 95 % confidence interval and p<0.05

level of significance.
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CHAPTER 4

FINDINGS AND ANALYSIS OF SURVEY RESULTS

4.1 Profiles of Participants and Classified Categories

According to the answers to the questionnaire, 56 participants (21 public and 35
private sector participants from 22 different investor companies) were grouped under
different categories. These categories can be seen in Figures 9, 10, 11, and 12 in

details and are as follows:

Experience of participants in PPP construction projects,
The sector of participants that they are now working,

The position of participants in their institution/company,

A wnp e

The number of workers at participants’ companies (private sector)

The participants are classified under 4 categories according to their experience in

PPP construction projects. These categories are as follows:

a. Having (1-3) years of experience
b. Having (4-9) years of experience
c. Having (10-15) years of experience

d. Having (16-above) years of experience
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Figure 9. Classification of participants by their experience in PPP construction

Projects

10-15 years
21%

4-9 years
41%

The participants are asked about “the sector that they are now working” and the

classification of them accordingly is shown in Figure 10.

Figure 10. Classification of participants according to the sector that they are now

working

Public
37%

Private
63%
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“The position of participants in their institution/company” was asked to the
respondents. Their classification is shown in Figure 11.

Figure 11. Classification of participants according to the position at their

institution / company

Expert&Expert
Assistants
21%

Manager

52%

Civil Engineer
27%

Among private sector, the participants are asked for the number of workers at their

companies. The results are shown in Figure 12.

Figure 12. Classification of companies of participants’ according to the number of

workers

0-10 worker
9%
10-50 worker
14%
50-100 worker
~—_ 4% .

250 - above

o 100-250 worker
68% : S%
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4.2 The Experience of Participants’ Companies with the PPP Projects and the

Classified Categories (Only for Private Sector)

According to the answers to the questionnaire, 35 participants from 22 different
companies in the private sector were grouped under different categories and their
evaluation was analyzed. These categories and evaluation can be seen in Figures 13

and 14 in details and are as follows:

1. Experience of participants’ companies with PPP projects in Turkey,
2. Scores participants have given their company for the evaluation of success in
below listed steps of PPP projects at Turkey (1-very unsuccessful, 5-very

successful):

Funding in Appropriate Conditions and Time

T o

Design Process Preparations

o

The Completion of Investment in the Period of Contract

o

Profitability of the Project
e. Management of Operating Period

The participants’ companies are classified under 2 categories according to

experience in PPP construction projects at Turkey. These categories are as follows:

a. Having (1-10) years of experience

b. Having (11-above) years of experience

54



Figure 13. Classification of companies of participants’ according to the experience in

PPP construction projects at Turkey

11 years-above
41%

1-10 years

59%

Participants are asked for the scoring their company for the evaluation of success in
PPP project steps that they are involved at Turkey. Results are presented in

accordance with the mean scores of statements in Figure 14.

Figure 14. Scores that participants have given their company for the evaluation of

success in listed steps of PPP projects at Turkey

FUNDING IN APPROPRIATE CONDITIONS
& TIME

DESIGN PROCESS PREPARATIONS

THE COMPLETION OF INVESTMENT IN THE
PERTOD OF CONTRACT

PROFITABILITY OF THE PROJECT

MANAGEMENT OF OPERATING PERIOD

3.4 3.45 3.5 3.55 3.6 3.65 3.7 3.75 3.8 3.85 3.9 3.95
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4.3 The Information about The PPP Project to be evaluated for the faced

problems

According to the answers to the questionnaire, 56 participants (21 from public and
35 from private sector) were grouped under different categories and their evaluation
was analyzed. These categories and evaluation can be seen in Figures 15, 16 and 17

in details and are as follows:

1. PPP project category that the participants will evaluate,

2. PPP project type that the participants will evaluate,

3. Scores participants have given their institution/company for the evaluation of
success in below listed steps of selected PPP project to be evaluated in fourth
part of questionnaire (1-very unsuccessful, 5-very successful):

a. Legislative Preparedness

b. Project Planning — Prefeasibility Preparation

c. Project Planning — Prefeasibility Evaluation

d. Preparation of Tender Documents

e. Funding in Appropriate Conditions and Time

f. Design Process Preparations

g. The Completion of Investment in the Period of Contract
h. Profitability of the Project

Management of Operating Period

The participants are asked for the selected PPP project category for the evaluation of

faced problems (fourth part of questionnaire). The results are shown in Figure 15.
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Figure 15. Classification of participants with respect to selected PPP project category

for the evaluation of faced problems

Build-Lease-
Transfer
34%

Build-Operate-
Transfer
52%

Operaﬁ‘o Right
Transfer
5%

Build-Oper.ate
9%

The participants are also asked for the selected PPP project type for the evaluation of

faced problems. The results are shown in Figure 16.

Figure 16. Classification of participants with respect to selected PPP project type for

the evaluation of faced problems

Highway
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Health Facility
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Airport
20%
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Participants are asked for the scoring their institution/company for the evaluation of
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success in steps of selected PPP project to be evaluated in following part of
questionnaire. Results are presented in accordance with the mean scores of

statements in Figure 17.



4.4 The Main Problems Encountered in Carrying Out PPP Projects

In Table 13, the results of responses of the 30 questions that has been made with the
purpose of identifying main problems considered important by the 56 participants
from public and private sectors in carrying out PPP projects are listed.

Before analyzing the responses, first the reliability analysis of these 30 questions

were checked. According to these analysis, Cronbach’s Alpha was found as 0,930
(reliability % 93) and the all 30 questions are reliable.
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Table 13. The main problems encountered by the participants in carrying out PPP

projects

Problems

Mean

Std.
Dev.

Var.

Sum

Frequency

4

3

2

Q1

Inadequate planning and
prioritization of projects
before presenting to the
public in the sector of selected
project

3.82

1.35

1.82

214

22

19

Q2

Formation of additional high
cost and downturn in the
financial market as a result of
simultaneously presentation
of projects having huge
investment cost in the sector
of selected project

3.86

1.23

151

216

22

17

Q3

The lack of cooperation in
project planning and
coordination among the
public institutions

3.77

1.22

1.49

211

18

21

Q4

The lack of detailed
preparation of public institute
before tendering

3.98

1.12

1.25

223

23

18

Q5

The incompatible legal
process with the project's
needs

3.20

1.49

2.23

179

14

15

10

11

Q6

Tendering with general,
unclear, open-ended
specification and contract

3.29

151

2.28

184

16

14

11

Q7

The problem of municipal
plan between investor and
municipality during the
project design work

2.80

1.49

2.23

157

10

10

12

17

Q8

The lack of realistic data in
the prepared pre-feasibility
report

3.71

1.41

1.99

208

21

18

Q9

The lack of comparative
economic and financial
analysis, in order to realize
project with PPP model
instead of tradional methods.
(Public Sector Comparator)

3.68

1.48

2.19

206

23

14

Q10

Not taking the opinions of
citizens, companies ,other
stakeholders and non-
governmental organizations
to be affected from the project

3.54

1.32

1.74

198

14

21

10

Q11

The absence of as-built
projects while realizing
tenders

2.89

1.59

2.53

162

12

12

19
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Table 13 (Continued)

Problems

Mean

Std.

Dev.

Var.

Sum

Frequency

4

3

2

Q12

Insufficient usage of
consultants during the
preparation of tender files for
project

3.54

1.17

1.38

198

10

25

12

Q13

Insufficient number of
investors participating tender

2.86

1.48

2.20

160

12

15

18

Q14

The low interest of
international investors for
participating tender

3.04

1.48

2.18

170

12

11

14

14

Q15

The lack of adequate
evaluation of performance and
quality criteria in addition to
operation period or monetary
criteria in the tender

3.55

1.32

1.74

199

15

20

Q16

Low bid bond criteria in the
tender

1.88

1.10

1.20

105

12

30

Q17

Many changes in original
tender documents with the
addendums

3.07

1.40

1.96

172

19

11

13

Q18

Postponement of tender date

2.04

121

1.45

114

14

28

Q19

The late notification of the
tender result to the
participants

2.14

1.24

1.54

120

14

26

Q20

The insufficient knowledge in
PPP legislation about the
objection mechanism to the
tender

2.04

1.33

1.78

114

11

31

Q21

The lack of regulations in the

contract of project having 20-
30 years duration to adopt the
changing conditions

3.32

1.39

1.93

186

13

16

13

10

Q22

The high equity/loan ratio of
project

2.48

1.48

2.18

139

13

10

22

Q23

The enforcement for the
termination of contract even
in little contradiction of
contract by investor

241

1.56

2.43

135

27

Q24

Inadequate and unreliable
contract and tender
documents in the eyes of
creditors

3.63

1.50

2.24

203

23

12

Q25

Short-term maturity period
for credits of finance
institutions

3.50

141

2.00

196

16

18

10

10

Q26

Not providing adequate
financial support to the
project by public (direct credit
supply, demand guarantee,
treasury guarantee,
refinancing guarantee, etc.)

2.34

1.58

2.48

131

28
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Table 13 (Continued)

Problems Mean gﬁ/ Var. | Sum Frequency

514(13[2]1

Because of the foreign partners
of Turkish banks, providing
long-term financing to the
projects in limited amount

Not being made balanced
Q28 | distribution of financial risksin | 3.29 | 1.44 | 206 | 184 |14 | 15|10 |7 | 10
contract

The high cost of project
financing

The continuation of design and
Q30 | construction phases of project 239 | 155|239 | 134 | 7 |10| 9 |2 |28
at the same time

Q27 321 | 142 | 203 | 180 (10|22 | 5 (8|11

Q29 363 | 126 | 158 | 203 |18 |14 |13 |7 | 4

The analysis of data in Table 13 shows that the most popular 3 responses about the

problems in carrying out PPP projects are as follows respectively;

1. The lack of detailed preparation of public institute before tendering
2. Formation of additional high cost and downturn in the financial market as a result
of simultaneously presentation of projects having huge investment cost.

3. Inadequate planning and prioritization of projects before presenting to the public.

Meanwhile, the least important problem was evaluated as the low bid bond criteria in

the tender.

The importance of main problems encountered by the participants in carrying out
PPP projects are analyzed according to the criteria listed below:

Experience of participants in PPP construction projects at Turkey,
The position of participants in their institution/company,

The sizes of participants’ companies (private sector),

A W p e

Experience of participants’ companies in PPP projects at Turkey
(private sector),

5. PPP project categories that the participants’ have evaluated,
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6. PPP project types that the participants’ have evaluated,
7. The sector of participants that they are working.

When we make a comparison between the main problems considered important by
the participants while carrying out PPP projects according to the experience of
participants in PPP construction projects, values in Table 14 was obtained. As it can
be seen, when responses are analyzed with respect to identified categories, the most
important problem for the participants with an experience of both (1-10 years) and
(10 & above years) is “The lack of detailed preparation of public institute before
tendering”. In addition to that “Formation of additional high cost and downturn in
the financial market as a result of simultaneously presentation of projects having
huge investment cost” is evaluated as the most important one for the participants

with an experience of (10 & above years).
As a result of the Mann-Whitney U test (Table 15), it was observed that there is not a

significant difference between categories of experience of participants in PPP

construction projects for the responses given to the questions (p>0.05).
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Table 14. The main problems considered important by the participants in carrying out

PPP projects according to their experience

oL | g2 | o3 | b | ogs | e | oo | oge | oo | g | ou | qiz| g1 ou| gis

M AT ATT [ 379 [ 308 331 | 336 | 277 | 360 | 362 | 340 ) LTT ] 340 | 200 [ 287 [ 340

At 1.31 1.33 1.20 114 140 1.dia 1489 1.32 (I H] 1.3 1.53 1.25 150 1.51 1.33
Ll atirin

Mol i i [ i i i i 3 i i i 3 i 3 3 i

I-10
Yo Minimun 1 1 1 1 1 1 1 1 1
Mazimun 5 § § 5 5 § § § 5 § § 5 5 § §
H 17 17 17 17 17 17 17 17 17 17 17 17 17 17 17
Mian KR 4.0 in d0a | 297 | 312 28R | 376 FB2 | 365 | 318 ) 365 26| 38| 30
Bt 1.33 0.7 1.31 Lol 1T 1G5 1.54 164 1.51 1.32 (11 T kS La2 | 1.26
Ly it i
1 - Plclian i i [ i i 3 3 [ i [ 3 i 3 3 [
Mhvg
] Minimun 2 1 1 1 1 1 1 1 1
amimun 5 k] § 5 5 § § § 5 § § 5 5 § §

g | o | ogus | g | oo | g2 | gz | g3 | oom | ogas | ogee | gz | gm | g2 | ok
H 34 34 34 34 34 EL 34 349 34 34 39 30 a4 30 3
i () 287 203 226 | 20| 331 24501 241 350 ) 333 | 251 338 | 328 | 356 | 244
., 096 12 1.14 1.23 137 | 1.38 (1] 1.52 1.54 i 1.4 1.3% 1.8 1.25 1.50
Do itiom
Mudian 3 2 2 1 L] 2 2 i | 2 | 3 | 2
1-10 Yeay
Minimun 1 1 1 1 1 1 1 1
Mazimun L 4 5 4 4 4 5 5 5 4 4 4 5 4 4
H 17 17 17 17 17 17 17 17 17 17 17 17 17 17 17
M 212 3.03 206 188 188 | 335 | 224 | 241 382 | 388 1o | 282 | 320 [ 306 | 229
B, 1.3 1.28 1.3% 1.27 12T | 145 1.52 1.0 142 .17 1.39 1.55 l.ial 1.30 1.ia%
Dy istticm
10- Above | Bsdim i 1 1 1 3 2 1 q i 1 q i
Yo
Minimon 1 1 1 1 1 1 1 1
Maximun ] ] k] 5 5 5 5 5 5 ] ] ] 5 ] ]
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Table 15. Comparison of responses to main problems considered important by the

participants in carrying out PPP projects according to their experience in business life

Mean | Sumof | Mamn- P Mean | Sumof | Mann- P
Rark | Ranks | Whimey | Value Rank | Ranks | Whitn | Vale
U ey U
Ol [110Tens 7744 | 107000 | 29000 | 0435 Q6 | 1-10Years 2760 | 107630 | 20630 | 0493
10-AboveYears | 3094 | 32600 10-Above Years | 3036 | 51930
@ | Ll0%ears | 7787 | 108700 | 30700 | 0647 Ql7 [ 110Yeans 2631 | 1026.00 | 246.00 | 0116
[ 10-AboveVears | 1954 | 0900 | : 10- Above Years | 3353 | 57000
@ [TLI0¥eas [ 2867 | TIS00 | 35500 | 0903 o [ 110Veas e TR s Toar
10- Above Yeas | J811 | 47800 10-AboveYears | 2791 | 474.50
Qb | LA0Vears | 2817 | 19800 | 31800 ) 0799 Q5 [ 110vear 3008 | 1173.00 | 27000 | 0243
10-Above Years | 1929 | 45800 10- Above Years | 2488 | 42300
W | 110%en 2039 | 115400 | 28800 | 0437 = - e R T
10-Above Vears | 2600 | 442.00 @ ibl_D:bE;r.iYears Egﬁé% 141;3'.'{00 303301 0609
Q6 | 1-10Vems 019 | 113830 | 30430 | 0621 BT [110Vean 5535 1110550 (35530 | 0912
10-boveYears | 2691 | 43730 10-Above Years | 2885 | 49030
Q7 | 1-10Vears 2808 | 108330 | 31330 | 0770 33 [ 1-10Vears 3062 | 1135.00 | 288.00 | 0410
10- Above Years | 2944 30030 10- Above Years | 2594 | 241.00
Q8 | 1-10Years 1763 | 107750 | 20750 | 03525 Q23 | I-10Years 2860 | 111530 | 32750 | 0939
10- Above Years | 3030 | 51830 10 Above Years | 28.26 | 48050
Q@ | 1-10Yeans 1774 | 108200 | 302.00 0582 Q24 | 1-10Years 2763 | 107730 | 20730 | 0326
10-AboveYears | 3024 | 51400 10-Above Years | 3030 | 51830
QL0 | 1-10Vears 1750 | 108800 | 308.00 | 0.663 Q25 | 1-10 Years 2683 | 104650 | 26650 | 0230
10- Above Years | 2088 | 30800 10- Above Years | 3232 | 54930
QU | 1-10Years 1719 | 1060.30 | 28030 | 0343 Q26 | 1-10Years 3036 | 1184.00 | 250.00 | 0.163
10- Above Years | 3130 33530 10-AboveYears | 2424 | 41200
Q7 [110Tems 2838 | 110700 | 32700 | 0932 27 [1-10Vears 3037 | 118450 | 23850 | 0176
10- Above Years | 2876 | 439.00 10- AboveYears | 2421 | 41130
Q13 | 1-10Vears 2895 | 107400 | 31400 | 0747 Q28 | 1-10Yzars 2823 | 1101.00 | 321.00 | 0.848
10- Above Years | 2747 46700 10-Above Years | 29.12 | 49500
Q14 | 110Tens 2787 | 108700 | 30700 | 0634 Q29 | 1-10Yzars 2765 | 107850 | 20850 | 0.543
10- Above Years | 20.04 509.00 10-Above Years | 3044 51750
QI3 | 1-10Veass 2773 | 108130 | 30130 | 0319 Q30 | 110Yzans 2505 | 1133.00 | 310.00 | 0.680
10-Above Years | 3026 | 31430 T0-Above Vears | 214 | 46300

The problems considered important by the participants while carrying out PPP
projects are also analyzed according to position of them in their institution/company
in 2 categories as managers and others which includes experts and civil engineers.
When responses are analyzed according to identified categories, the most important
factor for the participants in both categories is “The lack of detailed preparation of
public institute before tendering” (Table 16).

With Mann-Whitney-U test, it is assessed whether there is a difference between
identified categories according to the responses given by the participants. As a result
of the Mann-Whitney U test (Table 17), it was observed that there is not a significant
difference between participants according to their working position while realizing

PPP construction projects for the responses given to the questions (p>0.05).
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Table 16. The main problems considered important by the participants in carrying out

PPP projects according to position of them in their institution/company

01 2 03 | 0 [ ge OF | g8 [ 0o | Q10| gui | g2 | Qi3 | g | Qs
N 09 a0 a0 bL| bL| 0 m L L i L L L L m
M 300 | 386 [ ATO| 403 | 300 328 | 286 | 355 | 355 32| 300 | 362 | 290 | 304 | 358
s, 126 [ 122 ) 126 | 112 | 161 158 | LAS| 153 ) L3 [ 128 | 142 | 105 ] 145 | 143 133
[ st
bedudlian [ [ [ [ 3 3 3 [ [ [ 3 i 3 3 [
Py —
Minimun 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Maximin | 5 i i 5 5 i i 5 i i i ] 5 i 5
N | n o a1 n | on F BV ) o | on
Mua 3T | 3RS [ ATd| 303 | 330 330 274 | 389 | 381 333 267 | 3| 281 293 | 356
St Tt [ 126 ) 120 L0 | 138 [ L6 | Led | 128 ] Lad [ 136 [ LTS | 131 LSS LS| 13
n ! Ly gt i
e Lithery i
hudlizn q 1 1 q q 1 3 q 1 1 2 q 3 3 q
Minimun 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Maximun | 5 § § 5 5 § § 5 § § 5 5 5 § 5
1| o1r | oo1s | o1 [ og2o [ g1 | g2 | g3 | o | Q25| 26 | g2 | o2 | g0 | g3o
H a0 a0 a0 a0 bl bl a0 a0 a0 0 | il 0 0 0
I D03 303 200 | 190 | 203 [ 328 | 248 2.50 | 379 | 366 [ 221 300 [ 334 | 366 | 231
S, P20 143 | 134 | 126 [ 143 ] 141 | 150 ) Led [ 147 | 13| L6R | Ldd | 10| 13| 1.5
M iy it it
FAAPETH .
: hudlian 2 3 1 1 3 2 2 [ 4 3 4 4 1
Iinamun i i 1 1 1 1 1 1 1 1 1
bdaionun |5 5 5 5 5 5 5 ] 5 ] 5 5 ] 5 5
H an an a7 a7 7 7 an a7 a7 an 7 7 a7 a7 a7
Mz LI 300 | 207 | 240 [ 206 | 337 | 208 | 222 [ 3 | 333 | 248 | 3dd | 322 | 350 | 248
S, 085 [ 140 | 107 | 119 | 126 [ 139 | 148 ) 148 | 153 | 149 [ 148 | 140 | L50 | 119 | 160
'|1 Ll it yiiny
(14 1
ity Mudim i 3 2 3 i 2 i i i 1 i i i 2
Minimun 1 1 1 1 1 1 1 1 1 1 1
Mazimun | 4 5 § 5 5 § 5 5 § 5 5 5 5 5 §
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Table 17. Comparison of responses to main problems considered important by the

participants in carrying out PPP projects according to their working position in their

institution/company
Mean | Sumef | Mam- P Mean sum of | Mamn- P
Rak | Raks | Whimey | Value Rank Ranks | Whitney | Value
U U

Ql | Maagers | 2881 | 93330 | 38230 | 04876 Q16 | Managers 3040 | 88150 | 33630 | 03233
TheOthers | 28.17 | 76030 The Others | 2646 | 71430

Q2 | Mamazers | 2836 | 82230 | 38730 | 0943 Q17 | Managers 2817 | 81700 | 38200 | 0872
TheOthers | 28.6 | 77330 The Others | 2885 | 779.00

Q3 | Mamazers | 29.10 | 83400 | 37400 | 064 QIS | Managers 2745 | 79600 | 361.00 | 0389
TheOthers | 2783 | 1200 The Others | 2963 | $00.00

Q4 | Managers 2031 | 83000 [ 368.00 0.684 Q19 | Managers 235.19 73050 | 29350 | 0.093
The Others 2763 746.00 The Others 32.06 865.50

05 | Meanazers | 2786 | 80800 | 37300 | 0756 Q20 | Managers 2805 | 81350 | 37850 | 0614
The Others 2010 788.00 The Others 2898 782.50

06 | Memagers | 28.69 | 83200 | 38600 | 0926 Q21 | Managers 2774 | 80450 | 369300 | 0.711
TheOthers | 28.30 | 162.00 The Others | 2931 | 79150

Q7 | Memagers | 2009 | 84330 | 30430 | 0003 Q22 | Managers 2833 | 82150 | 38630 | 0932
TheOthers | 2787 | 13230 The Others | 2869 | 77430

QY | Mmagers | 2603 | J8L00 | 346000 | 0434 Q23 | Managers 3014 | 87400 | 34400 | 0.406
TheOthers | 30.19 | 31500 The Others | 2674 | 722.00

09 | Memagers | 2688 | 77930 | 34430 | 0418 Q24 | Managers 3047 | 88350 | 33430 | 0328
TheOthers | 3022 | 81650 The Others | 2639 | 71250

QI0 | Mmagers | 3003 | 897.00 | 32100 | 0228 Q25 | Managers 2991 | 86750 [ 33030 | 0.486
The Othets 2580 /000 The Others 2698 728.50

QIT | Menagers | 3043 | 88230 | 35330 | 0343 Q26 | Managers 2684 | 77850 | 34330 | 0398
The Othets 2643 71350 The Others 30.28 817.50

QI | Managers | 2891 | 83830 | 37930 | 0833 Q27 | Managers 2597 | 75300 | 31800 | 0.210
The Others 08 | 13030 The Others 3122 843.00

Q17 | Meanzgers | 2878 | 83430 | 383500 | 0892 Q28 | Managers 2895 | 83950 | 37830 | 0.827
The Others 80 TELA0 The Others 28.02 756.50

QI | Memzzers | 2937 | 83730 | 36030 | 0602 Q29 | Managers 2919 | 84650 | 37150 | 0735
The Others 3733 73830 The Others 27.76 749.50

Q5 | Mamzeers | 2843 | 82500 | 39000 | 0980 Q30 | Managers 2771 | 80350 | 36850 | 0685
The Others 1936 TILO0 The Others 29335 792.50

Before analyzing the main problems considered important in carrying out PPP
projects with respect to the companies of private sector participants (at manager
position), the companies are grouped in two level according to their sizes.
Considering the Turkish Legislation, according to the no of workers, the companies
with 0-250 workers are categorized as small-medium sized (in sub-categories)
enterprises while the companies having more than 250 workers are the large-scale
ones. The most important factor for the participants working at small-medium sized
companies is “The lack of detailed preparation of public institute before tendering
while *“Inadequate and unreliable contract and tender documents in the eyes of
creditors” is the most important one for the participants’ at large-scale companies
(Table 18).
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There is a statistically significant difference between two responses of the
participants. These are “The incompatible legal process with the project's needs”
(p<0.05) and “Low bid bond criteria in the tender”. Both of these problems are
considered more important by the participants working at companies having more
than 250 workers (p<0.01) (Table 19).

Table 18. The main problems encountered by the participants in carrying out PPP

projects according to the size of participants’ companies

OU | o2 | g3 | ob | o8 [ o6 | o | o8 [ v | Qo qui| gi2 | Q13| Qi | gis
M 7 T T T 7 7 7 1 T 1 1 1 1 T 7
Main Q00| 3ST [ AT A | 2T 320 [ 357 36 [ 400 | 3s6 | 304 | 400 | 271 27| AN
td. 120 | 162 | LA | nnT | 127 vsn | ne2 | 1as ) 1S3 16 | 24 | 14l 170 | L0 138
Dy st
0250
Mclian ki i i i 2 3 i i 5 i i i 3 3 i
hdinimun 2 1 2 2 1 1 1 1 1 1 1
Miziimun 5 5 5 5 5 5 5 5 § 5 5 5 5 § 5
i 15 15 | 15 15 15 ] 15 15 15 15 15 15 15 | 14 15 | 14
Ml 09| 420 [ 433 | 40T [ 393 407 [ 340 ] 340 [ 380 | 40T | 340 | 36T | 347 | A60 | 387
atd. 00T OV VI O 2 T O 2 0 T 0 e O O T 1 N
2500 Ly it i
250-Bhovye .
hfuclim i 5 4 4 i i 3| 4 q q 3 q q q i
Minimun 2 3 2 1 1 2 1 1 1 1 2
Maximun 3 5 5 5 3 3 3 b § b b b b § 3
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Table 18 (Continued)

Oa | 017 | ous | owo ) o2o | ogxn | g | oozs | oo | o285 | o026 | o2r | g | g | gE0
N 7 T 7 T 1 7 T 1 1 1 T 1 T 1 1
hean L0 | 363 | 25T 25T 2.0 | 343 [ 386 ) 304 | 357 ) 386 [ 2.0 | 304 [ 371 343 3.00
At oon | LS| v e | 1ms [ orar | rde | 133 | 10 | 1ae | 108 | 135 10| 151 163
0250 iy it i
- T i i 1 i 1 | L] 3 i i 1 3 L] i i
Minimun 1 1 1 1 1 1 1 1 1 1 1 1
Mazimun 5 ] ] § 5 5 § § § ] 5 5 § §
H 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15
ez DE0 | 333 20T 203 24T [ 400 | 303 340 | ddD [ 42T 333 333 38T | 403 273
. ftal. 120 123 Laa | 125 ] tde | 1A0] 11| 138 | 001 [ &0 168 | 148 002 | 009 128
250- Above L it iiims
hfuclia 3 4 2 2 3 5 4 q 5 q I I 4 q 3
hMinimon 1 1 1 1 1 2 3 1 1 2 2 1
Maziimun ] ] | ] § ] ] § § § b k] ] § §

Table 19. Comparison of responses to main problems considered important by the
participants in carrying out PPP projects according to sizes of their companies

Mazn Rank Sum of Mann- P Mamn Sum of hlmnn- E
Ramks: Whitnay Valus Bank Banks Whitney Valus
U U
1257 45.00 0.630 QL6 5.50 10.50 0002
11.00 14.30
41.50 0.447 Q17 . 4850 0.783
11.23
35.00 0.237 Q18 15.00 4200 0.420
10.80
49.00 0.837 Q1 12.57 45.00 0.630
11.00
23.50 <0.039* 120 10.14 4300 0.535
12.13
35.50 0.237 Qa1 .11 36.50 0.267
12.63 18 12.57
12.21 g 47.50 0.731 21 15.03 35.50 0.137
11.17 16
13.14 E 41.00 0.447 Q23 45.50 0.630
0.73 16
13.00 2 42.00 0.490 Q24 31.00 0.162
10.80 16
T 51.50 0.843 Q23 47.0 0.731
50.50 0.891 Q26 31.50 0.142
38.50 0.332 27 47.50 0.731
38.00 0.332 Q28 52.00 L.o00
36.00 0.267 Qe 38.00 0.332
51.00 0.845 Q30 44.50 0.581
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When the main problems considered important by the participants for a PPP projects
according to the experience of their companies in PPP projects at Turkey are
analyzed, the companies having 1-10 year experience evaluated “The lack of
cooperation in project planning and coordination among the public institutions” is
the most important one while the companies having 11-above year experience
evaluated “The lack of detailed preparation of public institute before tendering” as
the most important problem (Table 20).

In the comparison of responses given by the participants, As a result of the Mann-
Whitney U test (Table 21), it was observed that there is not a significant difference

between participants according to both categories (p>0.05).

Table 20. The main problems encountered by the participants in carrying out PPP

projects according to the experience of their companies in PPP projects at Turkey

v | oo | o3| ood | oo | ooe | oor | oos | o9 | | o] ooz | oo | g | oos

H 13 13 13 13 13 13 13 13 13 13 13 13 13 13 13
B 362 369 [ 408 [ 3TT 331 38| 330 323 362 [ 400 [ 308 [ 346 3015 ) 323 3460
fitel. 033 [ 035 [ 020 [ 030 [ 038 | 039 038 | 038 [ 042 [ 034 [ 042 [ 039 042 ] 044 ] 033
Dy itk oy
1-10
Yo Ml i i i [ 3 i 3 i i i 3 i 3 3 [
Iinimun
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(%)
(%)

hazinun 5 5 5 i i 5 5 5 5 5 5 5 b i i

N 0 0 0 v v 0 0 0 0 0 0 0 0 v v
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" fitel. Dabd | 038 022 | 008 | 040 | A3 | 080 | 0l [ 022 | 033 | od0 | 02| 058 odd | 037
L1-Above iy dert drirs
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Table 20 (Continued)

e | oif | gue | gio | @ | o2 | @ | 23 | o | o2s | o2 | g2f | g2 | oo | gao
H 13 13 13 13 13 13 13 13 13 13 13 13 13 13 13
M DAR | 3310 223 | 238 | 2 [ 3RS 354 | 338 | o0 | 400 | 260 | 305 | 362 | 77| 2
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110 Ly it i
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Table 21. Comparison of responses to main problems considered important by the
participants in carrying out PPP projects according to experience of their companies in

PPP projects at Turkey

Mz Sum of hlann- b Ilzmm Sum of Mlann- b
Fank Faankz Whitnay Valus Bank Farks Whitnay Valua
U U

Q1 1-10 Yazrz 10.27 133.50 4250 0.263 QI8 | 1-10 Yaarz 12.38 47.00 0414
11-Abpva Vaars 1328 11250 11-Above Ve 10.22

2 1-10 Yaars .80 126.00 35.00 0.001 Q17 | 1-10Waar 11.23 55.00 0.8
11-Abova Yaars 14.11 127.00 11-Abovs Vaar: 1182

Q3 1-10 Yaars 11.38 148.00 57.00 0915 QI | 1-10Vean 1162 56.00 0.261
11-Above Yaan 11.67 105.00 11-Abovs Vaar: 11.22

4 1-10 Yaarz 261 125.00 34.00 0.081 Q18 | 1-10 Ya=rz 12.04 51.50 0.625
11-Abpve Yaars 14.22 128.00 11-Abovs Yaar: 10.72
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The main problems considered important by the participants while carrying out PPP
projects were analyzed in terms of the evaluated PPP project categories. When
responses are analyzed according to the identified categories, the most important
factor in Build-Operate-Transfer (BOT) type projects is “The lack of detailed
preparation of public institute before tendering” while in Build-Operate (BO) type
projects is “Inadequate planning and prioritization of projects before presenting to
the public”. “Formation of additional high cost and downturn in the financial market
as a result of simultaneously presentation of projects having huge investment cost” is
evaluated as the most important one for the Operation Right Transfer (ORT)
(Concession Agreement-CA) projects. Finally, “The lack of cooperation in project
planning and coordination among the public institutions” is appreciated as the most

important problem in Build-Lease-Transfer (BLT) type projects (Table 22).

When an assessment with Kruskal Wallis test was made to determine whether there
is a difference between responses given among categories. “The lack of cooperation
in project planning and coordination among the public institutions”, “The
incompatible legal process with the project's needs” and “The late notification of the
tender result to the participants” are evaluated as more important in BLT type
projects more than BO and CA projects. “The problem of municipal plan between
investor and municipality during the project design work” is evaluated as more
important in BOT and BO projects than CA type projects. “Insufficient number of
investors participating tender”, “The insufficient knowledge in PPP legislation about
the objection mechanism to the tender” and “Not providing adequate financial
support to the project by public (direct credit supply, demand guarantee, treasury
guarantee, refinancing guarantee, etc.)” are appreciated as more important in BLT
type projects than BO type projects. “The low interest of international investors for
participating tender” is evaluated as more important in BOT and CA type projects
than BO projects. “Many changes in original tender documents with the addendums”
is evaluated as more important in BOT type projects than BO projects. “The high
cost of project financing” is appreciated as more important in BOT and CA projects
than BO type projects (Table 23) (p<0.05).
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Table 22. The main problems encountered by the participants in carrying out PPP

projects according to the category of evaluated PPP project
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Table 23. Comparison of responses to main problems considered important by the

participants in carrying out PPP projects according to the category of evaluated PPP

projects
N Iizan Erusksl P
Fank Wallis Walue
Chi-Square
Q1 Build-Operate-Transfer 29 2752
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Build-Tezse-Transfer 19 31.68
Q2 Build-Operate-Transfer 28 27.12
Build-Operate 5 21.40 2350 0.503
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Butld-Operate ] 14016 =0.003+*
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*p<0.05 **p<0.01
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Table 23 (Continued)
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The main problems considered important by the participants in PPP projects are also
analyzed according to project types that the participants’ have evaluated. When
responses are analyzed according to identified categories, the most important
problem for the highway projects is “The lack of detailed preparation of public
institute before tendering”. In airport projects, the participants appreciated
“Inadequate planning and prioritization of projects before presenting to the public”
and “Formation of additional high cost and downturn in the financial market as a
result of simultaneously presentation of projects having huge investment cost” as the
most important problems. “The high cost of project financing” is evaluated as the
most important one for the Harbour & Marina and the Custom Facility & Custom
Gate projects. In Industrial Facility and Urban Infrastructure Projects the most
important problem is “Inadequate planning and prioritization of projects before
presenting to the public” while in Health Facility Projects “Inadequate and unreliable
contract and tender documents in the eyes of creditors” is evaluated as the most

essential one (Table 24).
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With Kruskal Wallis test, it is assessed whether there is a difference between
identified categories according to the responses given by the participants. As a result
of the analysis made, in responses to statements “Inadequate planning and
prioritization of projects before presenting to the public”, “Formation of additional
high cost and downturn in the financial market as a result of simultaneously
presentation of projects having huge investment cost”, “The lack of cooperation in
project planning and coordination among the public institutions” and “Not taking the
opinions of citizens, companies ,other stakeholders and non-governmental
organizations to be affected from the project” are evaluated as more important in
Highway projects than Custom Facility & Gate projects. “Inadequate planning and
prioritization of projects before presenting to the public” is appreciated as more
essential in Airport projects than Custom Facility & Gate projects. In health facility
projects when compared with the Custom projects there are significant differences
between these problems: “Inadequate planning and prioritization of projects before
presenting to the public”, “The lack of cooperation in project planning and
coordination among the public institutions”, “The incompatible legal process with
the project's needs”, “Insufficient number of investors participating tender” and
“Inadequate and unreliable contract and tender documents in the eyes of creditors”.
When compared with the Custom projects, “The lack of detailed preparation of
public institute before tendering”, “The lack of realistic data in the prepared pre-
feasibility report”, “The lack of comparative economic and financial analysis, in
order to realize project with PPP model instead of tradional methods. (Public Sector
Comparator)” and “Insufficient number of investors participating tender” are
appreciated as significantly important in Harbor & Marina Projects. “The problem of
municipal plan between investor and municipality during the project design work”
and “The low interest of international investors for participating tender” are
evaluated as more important in Harbor & Marina projects than Health Facility
projects. In Harbor & Marina projects; “Insufficient number of investors
participating tender”, “The low interest of international investors for participating
tender” and “The lack of adequate evaluation of performance and quality criteria in
addition to operation period or monetary criteria in the tender” are significantly
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important when compared with the airport projects. “Insufficient number of investors
participating tender” are more important problem in Ind. Fac. & Urban Inf. Projects
than Custom projects. “The low interest of international investors for participating
tender” are significantly important in Harbor & Marina projects when compared with
the Ind. Fac. & Urban Inf projects. “The late notification of the tender result to the
participants” and “The insufficient knowledge in PPP legislation about the objection
mechanism to the tender” are evaluated as more crucial in Health Facility projects

when compared with Airport projects (p<0.05) (Table 25).

Table 24. The main problems encountered by the participants in carrying out PPP

projects according to the type of evaluated PPP project
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Table 24 (Continued)
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Table 25. Comparison of responses to main problems considered important by the

participants in carrying out PPP projects according to the type of evaluated PPP
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Table 25 (Continued)
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Table 25 (Continued)
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The main problems considered important while maintaining PPP projects by the
participants in terms of the working sector are analyzed. The most important
problem is “The lack of realistic data in the prepared pre-feasibility report” for the
respondents from the public sector while “Inadequate and unreliable contract and
tender documents in the eyes of creditors” is the most important one for the private
sector participants (Table 26).

According to the results of Mann Whitney U test, there is a statistically significant
difference between responses of the participants. The private sector participants
appreciates the following problems as significantly more important when compared
with the public sector: “The incompatible legal process with the project's needs”,
“Tendering with general, unclear, open-ended specification and contract”, “The
absence of as-built projects while realizing tenders”, “The late notification of the
tender result to the participants”, “The insufficient knowledge in PPP legislation
about the objection mechanism to the tender”, “The lack of regulations in the
contract of project having 20-30 years duration to adopt the changing conditions”,
“The high equity/loan ratio of project”, “The enforcement for the termination of
contract even in little contradiction of contract by investor”, “Inadequate and
unreliable contract and tender documents in the eyes of creditors”, “Short-term
maturity period for credits of finance institutions”, “Not providing adequate financial
support to the project by public (direct credit supply, demand guarantee, reasury
guarantee, refinancing guarantee, etc.)”, “Not being made balanced distribution of
financial risks in contract”, “The high cost of project financing” and “The
continuation of design and construction phases of project at the same time”.
However, the public sector evaluates the two problem as significantly important with
respect to private sector. These are; “The lack of realistic data in the prepared pre-
feasibility report” and “The lack of comparative economic and financial analysis, in
order to realize project with PPP model instead of tradional methods. (Public Sector
Comparator)” (p<0.05) (Table 27).
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Table 26. The main problems encountered by the participants in carrying out PPP

projects according to the working sector of them

QUG | OiF | o1& [ Q19| Q2o | Q21 | Q22| 023 | QX | g2s | g6 | Q2T | Q28| Q20 [ Q30
H 21 21 2 21 21 21 21 2 2 21 21 21 21 2 2
Rean LEL| 305 1.76 1.71 143 ] 271 1.52 L1 | 286 | 305 129 | 281 262 | 3.4 1.8
B, 0.9 | 1.50 1.22 Lot 075 119 | 081 048 [ 1.65 Ll | 06d 166 | 163 LG 1.62
Pl iy iatinm
nblis .
Tludian 1 1 1 1 1 3 1 | 3 i 3 2 3 1
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H 21 21 21 21 21 21 21 21 21 21 21 21 21 21 21
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iy gt Bt
huelim i i i i i i ] il il i i i 3 3 il
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Table 27. Comparison of responses to main problems considered important by the

participants in carrying out PPP projects according to the working sector of them

Mam Sumof | Mamn- ] Sum of P
Fank Faanks Whitnay Valus Fanks Value
U
Ql | Public 3117 675.50 200.50 0.160 Public 301.50 0.807
Drivata 36.30 020.50 Privata 1004.50
Q2 [ Public 28.38 60650 | 3590.50 0.587 Public 300.00 0.603
Privatz 18.27 08B0.50 Drivata 9700
Q3 | Public 13.31 40100 260.00 0.057 Public 512.50 0.116
Privat 3157 | 110500 Drivats 1083.50
Q4 [ Public 17.26 33500 | 35400 0.309 Public 488,00 <I.045*
Privats 1880 1011.00 Privatz 1107.00
Q3 [ Public 2200 46200 | 13100 | <0.018* Public 468.00 <0.015*
Privata 3240 | 113400 Privata 1128.00
Q6 | Puhlic 1250 4150 | <009 Public 430.50 BT
Privata 3210 Drivata 1156.50
Q7 [ Public 24.02 173.50 0.102 Public 303.50 <001+
Privat 3110 Privata 1202.50
Q[ Puklic 37.14 18600 | <0.001% Public 33100 <. 1+
Privata 13.31 Privata 1265.00
Q8 [ Public 35.43 00 | =0010* Public 442.00 <0.006**
Drivata 1434 Privat 1154.00
QL0 [ Public 2840 365.50 0.072 Public 47850 <035+
Privata 28.56 Privats 1117.50
QL1 [ Public 1103 25100 | <0.042F Public 38450 <0.001**
Drivata 3183 Priva 1211.50
Q11 [ Public 1567 308.00 0.287 Dublic 520.00 0.167
Privats 30.20 Privats 1076.00
Q13 | Public 26.71 330.00 0.511 Public 460.50 <017
Privat 10.57 Privats 113330
QL4 [ Public 30.00 336.00 0.583 Puklic 483.50 <l 045*
Privata 1760 Privats 1110.50
Q15 | Public 15.81 31100 0.321 Public 470.00 <0.030*
Privata 30,11 Drivat 1117.00
*p<0.05 * p<0.01

4.5 The Critical Success Factors for Improving PPP System in Turkey

The 30 questions were prepared with the aim of evaluating “critical success factors”

for improving PPP system in Turkey and responses given by 56 participants are

summarized in Table 28.

First of all the reliability analysis of these 30 questions were checked. According to

these analysis, Cronbach’s Alpha was found as 0,827 (reliability % 82,7) and the all

30 questions are reliable.




Table 28. The critical success factors for improving PPP system

CSFs

Mean

Std.
Dev.

Var.

Sum

Frequency

4

3

2

S1

The large-scale PPP projects
should be tendered with
prioritization by feasibility and
requirement analysis

4.63

0.75

0.57

259

41

11

S2

Public institutions should
collaborate in the planning and
coordination of investments to be
realized with PPP model

4.63

0.65

0.42

259

39

14

S3

Detailed pre-work has to be done
before the tendering of projects
by public institutions and
realistic and detailed project
feasibility studies should be
prepared

4.63

0.73

0.53

259

40

13

S4

Public institutions should
identified principles for the
assessment of PPP projects and
should share them with the
public and public institutions

3.98

0.86

0.75

223

18

21

15

S5

Public institutions that perform
successful projects should share
their experiences with other
Public Institutions

4.29

0.73

0.54

240

22

30

S6

Comparative economic and
financial analysis should be
made for determining whether
projects to be realized with
traditional or PPP models

4.38

0.82

0.68

245

29

22

S7

PPP model should be included in
the scope of the Public
Procurement Law with 4734 No.

1.79

1.19

1.41

100

10

36

S8

A single framework PPP
legislation should be prepared to
cover the different laws of PPP

4.04

1.24

1.53

226

28

13

S9

All PPP projects and Operation
Right Transfer Projects which
will be realized under the
applicable laws of Privatization
Administration and other Public
Institutions should be arranged
through private law contracts

3.34

1.54

2.37

187

17

15

12

S10

When projects are developed,
the views of all interested parties
that will use and also be affected
from that should be taken

4.13

0.92

0.84

231

21

25

S11

Institutional capacity of public
institutions who work in the field
of PPP should be increased

4.34

0.86

0.74

243

29

20

85




Table 28 (Continued)

CSFs

Mean

Std. Dev.

Var.

Sum

Frequency

4

3

2

S12

Competitions should be
arranged for projects in
order to obtain innovative
design of large-scale PPP
projects which also
preferred by people to be
affected from that

3.52

1.10

1.20

197

12

17

17

S13

Public institutions should
make performance
evaluation study for
operational period of PPP
projects

411

0.89

0.79

230

21

23

10

S14

Tenders should be done with
the as-built project

3.29

1.56

2.43

184

19

14

13

S15

All institutions wishing to
develop PPP projects should
use experts and professional
consultants on an
international scale

3.66

1.24

1.54

205

15

21

13

S16

Under the specific rules
projects should be developed
and presented to the public
by the private sector

3.45

1.19

1.42

193

12

16

18

S17

New PPP legislative work
should include a greater
number of investment model

3.45

1.32

1.74

193

11

24

S18

In addition to financial
criteria (operation period,
rent price etc.), performance
criteria should be considered
in tenders

411

0.73

0.53

230

18

26

12

S19

Legal support should be
provided to the bureaucrats
against the cases due to PPP
tenders

3.29

1.55

2.39

184

17

12

10

13

S20

Rates of the bid bonds
should be increased

2.66

1.37

1.86

149

12

16

18

S21

The tenderers should be
asked for credit letter of
intent

3.36

1.30

1.69

188

10

21

13

S22

Specifications and contracts
in tender documents should
be written clearly and
detailed

4.38

1.00

1.00

245

33

17

S23

Specifications and contracts
in tender documents should
be written in English and
Turkish

4.29

0.99

0.97

240

32

12
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Table 28 (Continued)

Frequency
5141321

CSFs Mean | Std. Dev. | Var. | Sum

After the tender decision,
contracts should not be
S24 | signed until financial closing | 4.02 1.15 133 | 225 |25|16| 9 [3| 3
or should enter into force
with financial closing
Contracts should include
necessary provisions for
S25 | resolving disputes through 4.00 0.71 051|224 (12348 |2| 0
negotiation before going to
trial or arbitration

Public institutions should
use technical consultants in
project preparation and
planning processes

Public institutions should
use technical consultants
S27 | during the investment
process

Under the scope of
alternative financing
methods, there should be an
S28 | option in which public 341 1.42 203 | 191 |13 (22| 7 |3 |11
institution can be
shareholder of investment
companies

Under the scope of
alternative financing
methods, project bonds
should be used

A central unit responsible
S30 | for all PPP projects should 3.50 1.67 280 | 196 |26 | 6 | 8 |2 |14
be established

S26 3.95 0.90 082221 (15|28 | 9 3| 1

3.98 0.88 078 | 223 |16 |27 |10 (2| 1

S29 3.64 1.07 114 | 204 |13 |19|18 |3 | 3

The analysis of data in Table 28 shows that the most popular 3 responses obtained
from the questionnaire are as follows respectively;

1. The large-scale PPP projects should be tendered with prioritization by feasibility
and requirement analysis.

2. Public institutions should collaborate in the planning and coordination of
investments to be realized with PPP model.

3. Detailed pre-work has to be done before the tendering of projects by public

institutions and realistic and detailed project feasibility studies should be prepared.

87



Meanwhile, the least important factor was evaluated as the “PPP model should be
included in the scope of the Public Procurement Law with 4734 No”.

In addition to these 30 questions, the participants rating the 30. question as 4 or 5 are
asked that Under which institution the Central PPP unit should be located and What
should be the structure of it? In total 15 participants (6 participants from the public
and 9 participants from the private sector) answered that a New Supreme Board
should be established. In total 11 participants (Half of the participants from public
sector and 8 participants from the private sector) answered that this unit should be
independent supreme board having the authority of tendering and coordination. The
remaining 4 participants (half of public sector participants and 1 private sector
participant) responded that this unit should be independent supreme board having the
authority of coordination. In total 13 participants (5 of them from public sector while
remaining 8 from private sector) answered that The Ministry of Development should
cover this central PPP unit. In total 8 participants (1 from public and 7 from private
sector) responded that The Ministry of Development should have the authority of
both tendering and coordination. In total 5 participants (4 from public and 1 from
private sector) responded that The Ministry of Development should have only the
authority of coordination. The remaining 4 respondents from the private sector
answered that Privatization Administration should cover this unit and should have

the authority of both tendering and coordination.

The critical success factors considered important by the participants in order to

improve PPP system in Turkey were analyzed according to the criteria listed below:

Experience of participants in PPP construction projects at Turkey,
The position of participants in their institution/company,

The sizes of participants’ companies (private sector),

> w o

Experience of participants’ companies in PPP projects at Turkey
(private sector),
5. The sector of participants that they are working.
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Critical success factors considered important by the participants for improving PPP
system were analyzed in 2 categories as participants with an experience of (1-10)
years in PPP projects at Turkey and participants with an experience (10 & above)
year.. When responses are analyzed according to the identified categories, the most
important factor for the participants with an experience of (1-10) years is “The large-
scale PPP projects should be tendered with prioritization by feasibility and
requirement analysis”. Participants with 10 & above years of experience considered
“Detailed pre-work has to be done before the tendering of projects by public
institutions and realistic and detailed project feasibility studies should be prepared”
as the most important factor (Table 29).

When an assessment with Mann-Whitney U test was made to determine whether
there is a difference between responses given among categories, for the statement
“Legal support should be provided to the bureaucrats against the cases due to PPP
tenders” (0,003<0,05) it is concluded that there is a significant difference between
categories in terms of the responses provided. Participants with an experience 10 &
above years consider this factor more important when compared to participants with

an experience between 1-10 years (Table 30).
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Table 29. The critical success factors considered important by the participants in order

to improve PPP system according to their experience

51 52 53 A bk ] 56 b1 it 50 510 811 512 | 813 | S1d | 815
N i 34 i 4 i i 34 4 i 4 i 4 i 4 i
i A1 | s | s A0 | 26 | 428 | 1RT | 385 333 [ 08 | 433 | 340 [ 400 | 300 | 372
fitel. 085 | 072 | 082 | 086 | 079 | 089 [ 126 | 135 147 | 008 [ 0593 | 10| 007 | 157 [ 128
Dyt ji
Midim 5 5 5 4 4 [ 1 4 4 4 § 4 4 3 [
=10
Yo Winimn | 100 | 2 i 2 i i i i i i i
Magiimun [ so0 | 5 i i i i 5 i i i i i i i 5
H 1T 17 1T 17 1T 17 1T 17 1T 17 17 17 1T 17 17
M AR | B2 | AT A | 435 S| 1A | dAT | 335 4 | 435 350 | 435 ) 3T 353
fitel. 033 | 030 | odd | 000 | 06l | 062 [ 100 | 0R0 [ LT3 0T | 00| 112 | oel | 149 | 18
Dyt ji
i . Ruclian i i i i i i 1 i i i i i i i i
Mboyn —
Yy Minimun i i i a ] | 1 3 1 3 1 3 1
Mazimun 5 § 5 § 5 § [ § 5 § § § 5 § §
816 | 817 S18 [ B19 | 820 | 821 | H22 523 83 | B2ZS | 826 | H2T | HER | H29 | H3D
N kL an kL 39 a4 an 39 an kL an a4 kL a0 kL 39
P A | 341 | 45| 200 255 | 323 [ 428 | 436 | 403 03| 403 | 397 | 344 | 346 | 333
h!*"_ L[ 127 | o2 1ES ) 1A | 1aT a2 | oos | s | 06T | 08T | 000 141 | 114 | 169
Dy isticm
110
[ Mudliann 3| i 3| 3 4 5 § i i i i i 3 |
Mininnun 1 1 3 1 1 1 1 2 1 1 1 1 1
Maxinnun 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5
N 17 17 17 17 17 17 17 17 17 17 17 17 17 17 17
Bl AT | 353 | 42 | B | 300 | 365 [ 450 | 4z | do0 | 30| 376 | don| 335 | 406 | 388
10- Bhd. 123 |t | 035 [ 113 1AT [ L0 | 062 | 10s | 17| 083 097 | 08T 150 | 075 La2
Ihoye Doy it S
Yo Pfisclisn i i i 5 3 i 5 [l i i i q i q k]
Miniimun i i 3 2 1 1 ] 1 2 3 2 1 i 1
Mazimun § § § 5 § 5 § 5 § § § § § § 5
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Table 30. Comparison of responses to critical success factors considered important by

the participants in order to improve PPP system according to their experience

Mean | Sum of | Mann- P
Fank | Ranks | Whin | Value
ey U

516 1-10 Years 2837 | 110630 | 31650 | 0.5I8
10- Above Vears | 28.79 | 489.30

517| 1-10 Years 2769 | 108000 | 30000 | 0353
10- Abowe Years | 30.33 | 316.00

518 | 1-10Vems 2731 | 106350 | ZE3.50 0378
10- Above Vears | 31.21 | 33030

S19| 1-10 Vaars 2437 | 930.50 | 7030 | =0.003
10- Above Years | 3797 | 643350

820 1-10 Vears 26.91 | 1049.30 | I89.50 0153
10- Above Vemrs | 32.13 | 346.50

821 1-10Yems 2726 | 1063 00 | I83.00 0.365
10- Above Years | 31.35 | 333.00

22| 1-10Years 2759 [ 107600 | I9600 | 0470
10- Above Years | 30.39 | 320.00

523 | 1-10Vears 2971 | 115850 | ZE4.50 0340
10- Above Years | 25.74 | 437.50

524 1-10 Years 1867 | 1118.00 | 3I5.00 | 0.902
10- Abowe Years | 2811 | 478.00

525 | 1-10Vears 2BE6 | 112550 | 317.50 ]
10- Above Years | 2768 [ 47030

526 | 1-10 Vears 198E | 116550 | I77.50 0197
10- Above Years | 2532 | 43030

27| 1-10 Years 1843 | 1109.50 | 37950 | 0569
10- Above Vears | 2861 | 486.50

528 1-10 Years 2879 | 1123.00 | 370.00 | O0.831
10- Above Years | 27.82 | 473.00

529 1-10 Years 1595 [ 1012.00 | I31.00 008
10- Above Vears | 34.33 | Z84.00

530 | 1-10Vears 1686 | 1047.50 | I67.50 iR
T0-Above Tears 312,76 | 34830

Mean | Sumof | Mann- P
Bak | Ranks | Whimey | Value
U

&1 1-10 Y ears 2656 | 1036.00 | 226.00 | 0.08Z
10- AboveYears | 32594 | 560.00

52 1-10 Years 2683 | 104630 [ I66.5D 0130
10- AboveYemrs | 32.317 | 345.30

53 1-10 Years 27.73 | 108130 | 30150 043%
10- AboveYemrs | 3026 | 314.30

54 1-10 Years 2874 | 1121.00 | 32200 0538
10- AboveVears | 27.594 | 4735.00

83 1-10 Vears 2518 | 109900 [ 3I5.00 U502
10- Above Vears | 29.24 | 487.00

56 1-10 Years 1686 | 104750 | I&67.30 | O.I0I
10- Above Vears | 3236 | 348.30

57 1-10 Y ears 1940 | 114650 | 15630 L]
10- AboveYezrs | 2644 | 44530

58 1-10 Years 2636 | 1028.00 [ Z4500 0.108
10- Above Years | 3341 368.00

59 1-10 Years 2818 | 1099.00 [ IT5.00 0.E51%
10- Above Years | 2924 | 437.00

S10 | 1-10Years 2804 | 109350 [ ITIS0 07Ig
10- Above Yezrs | 2936 | 301.30

511 1-10 Years 2851 | 112750 | 31550 0752
10- AboveYezrs | 27.36 | 468.30

512 1-10 Years 28.00 | 1092.00 [ ITZIO0 W]
10- Above Years | 29.65 | 304.00

513 | 1-10Years 2654 | 105050 | IT0.50 | O.X4%
10- AboveYears | 32.0% | 34550

514 | 1-10YVems 26.60 | 103750 [ 237.50 0I7z
10- AboveYears | 32.85 | 338.50

515 | 1-10YVeas 1959 | 115400 [ IES.00 0418
10 -AbovaYaars 26.00 14200
*p<0.05 *n<0.01

Critical success factors considered important by the participants in order to improve

PPP system are also analyzed according to the position of participants in their

institution/company. When responses are analyzed according to identified categories,

the most important factors for the participants at manager level are “The large-scale

PPP projects should be tendered with prioritization by feasibility and requirement

analysis” and “Public institutions should collaborate in the planning and coordination

of investments to be realized with PPP model”; the most important factor for the

participants at other positions (civil engineer/expert) is “Detailed pre-work has to be

done before the tendering of projects by public institutions and realistic and detailed

project feasibility studies should be prepared” (Table 31).

91




With Mann-Whitney-U test, it is assessed whether there is a difference between
identified categories according to the responses given by the participants. As a result
of the analysis made, in responses to statement “A single framework PPP legislation
should be prepared to cover the different laws of PPP” (0,045<0,05) is evaluated as
significantly more important by managers while the statement “After the tender
decision, contracts should not be signed until financial closing or should enter into
force with finanical closing” (0,019<0,05) is appracited as significantly more

important by the participants working at other positions (Table 32).

Table 31. The critical success factors considered important by the participants in order

to improve PPP system according to position of them in their institution/company

i1 2 LRI - 8 qo | ET 48 80 R0 [ B11 ) R12 | BI13 | Bl4 | 15
N o 20 0 20 20 0 20 20 20 20 20020 20 20 20
ez A5 A0 [ s [ 3T [ A3 ) 20 ) LT 43| o0 | 40T | 431 [ 328 [ 403 [ 341 338
Stel. D81 [ 080 [ 091 [ 091 [ 086 | 098 121 104 | L5 | 092 080 [ 119 [ 058 [ 143 | 132
Ly et i
huilizan i 3 K [ 4 [ 1 i [ [ 4 3 [ i 4
Mgy
hinimun | 1 2 1 1 1 1 1 1 1
Mazimun b b i i b i i b i i b b b b b
M FU o 2 o 2 21 i LU i U
M dET [ BT [ TR [ 42 [ 422 ) dS6 ) LTE ) AT0 | A00 ) d 0] d AT [ ZTR [ 420 [ 305 | 306
atil. 085 [ 0085 [ 02 [ 075 [ 058 | 058 ) 119 ) 135 | 149 ) 092 ) 084 [ 093 [ 079 [ 168 | 1.09
Ly et g
T uclizan i § oo i § | i i i ol o i 3 i
(thiry
Minimun 3 3 i 3 3 3 1 1 1 1 2 2 2 1
haxilmnui b i i i i i i b i i i i b b i
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Table 31 (Continued)
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Table 32. Comparison of responses to critical success factors considered important by
the participants in order to improve PPP system according to position of them in their

institution/company
Tean Sum of Nznn- 3 Mean sum of Ilann- I3
Fank Banks | Whimey Value Rank Ranks | Whimey | Value
U U

ST [Menagers | 2803 | 839.00 | 379.00 0.791 S16 | Managers 2635 | 77000 | 33500 | 0337
TheOthers | 28.04 | 737.00 The Dthers 3050 | 82600

§2 |Menegers | 2634 | 76400 | 32900 0.203 S17 | Managers 2021 | 84700 | 37100 | 024
TheOthers | 3081 | 832.00 The Others 2774 | 4000

S3 | Mmzgers | 2633 | 76930 | 33430 0236 S18 | Managers 3567 | 73330 | 30930 | 0136
TheOthers | 3061 | 82630 The Others 3134 | 83130

54 | Managers 2467 | 71550 [ 28030 0.034 510 | Meanagers 30.17 §75.00 | 343.00 | 0413
TheOthers | 32.61 | 880.30 The Others 2600 | 72100

S5 | Mznzgers 30.84 | 89430 | 32330 0.208 530 | Managess 2062 | 85950 | 33830 | 0303
TheOthers | 2598 | J01.30 The Others 2728 | 73650

56 | Manzpers | 26.03 | J35.00 | 32000 0190 ST | Menagers 2740 | 79450 | 33850 | 0383
TheOthers | 3113 | 84100 The Others 2060 | 80130

57 | Manegers | 28.54 | 83630 | 38130 0848 77 | Menagars 2810 | 815.00 | 380.00 | 0.830
TheOthers | 28.13 | 739.50 The Others 2803 | J8L00

58 | Manzgers 5241 | 94000 | 278.00 | =0.045% S23 | Mznagers 7843 | 825.00 | 39000 | 0978
TheOthers | 2430 | 636.00 The Others 2336 | 77L0D

S0 | Mznzgers 5219 | 93330 | 28430 0.070 524 | Menagers 2388 | 69230 | 237300 | =0.019%
TheOthers | 2434 | 66230 The Others 3346 | 00530

S10 | Meamzgers | 2734 | 79300 | 3380 0.333 75 | Managers T764 | 90130 | 36630 | 0630
TheOthers | 2074 | 803.00 The Others 7043 | 79430

SIT | Menagers | 2700 | 809.00 | 374.00 0.751 S26 | Manapers 2919 | 84830 | 37130 | 022
TheOthers | 20.15 | 787.00 The Dthers 2706 | 74950

SI2 [Mamagers | 2500 | 72730 | 292130 0.093 537 | Managers 2762 | 80100 | 36600 | 0632
TheOthers | 32.17 | 86830 The Dthers 2044 | 75500

513 | Mamzpers | 2737 | 79930 | 36430 0.636 5§28 | Managass 2864 | 83030 | 38730 | 0843
TheOthers | 2050 | 796.50 The Dthers 2833 | 76330

514 | Manegers | 2035 | 83700 | 36100 0.604 §20 | Managars 3186 | 92400 | 29400 | 0093
TheOthers | 2737 | 139.00 The Others 2180 | 61200

S13 | Mansgers | 2479 | 71900 | 284.00 0.063 530 | Managass 2072 | 86230 | 33330 | 0329
TheOthers | 3243 | 87100 The Others 2717 | 73330

*p<0.05 *p<0.01
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Critical success factors considered important by the participants (at manager level) in
order to improve PPP system are also analyzed according to the size of private sector
participants’ companies. The most important factors for the participants working at
small-medium sized companies are “Specifications and contracts in tender
documents should be written clearly and detailed”, “Specifications and contracts in
tender documents should be written in English and Turkish” and “Public institutions
should use technical consultants in project preparation and planning processes”. The
most important factors for the participants working at large scale companies are “The
large-scale PPP projects should be tendered with prioritization by feasibility and
requirement analysis” and “Institutional capacity of public institutions who work in
the field of PPP should be increased” (Table 33).

As a result of the Mann Whitney U test, there is a statistically significant difference
between responses of the participants. “Public institutions should use technical
consultants in project preparation and planning processes” (0,039<0.05) is
considered significantly more important by the participants working at companies
having less than 250 workers (Table 34).
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Table 33. The critical success factors considered important by the participants in order

to improve PPP system according to the size of participants’ companies
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Table 34. Comparison of responses to critical success factors considered important by
the participants in order to improve PPP system according to

the size of participants’ companies

Man Sum of Mann- P Mamn Mann- B
Fank Fanks Whitnay U Valus Fank Thitney U Valus
51 [0-130 13.00 0100 42.00 0.400 516 | 0250 00 35.00 0.237
130-Above 10.80 162.00 230-Abova 12.67
51 [0230 13.20 03.00 40.00 0.407 517 [ 0230 10.36 4450 0.581
130-Above 10.67 160.00 250-Abova 12.03
53 | 0230 1388 8Tl 36.00 0.267 518 [ 0230 13.28 40.00 0.407
130-Abovs 10.40 156.00 230-Above 10.67
54 [ 0230 13.78 06.50 36.50 0.267 518 | 0230 13.36 30.30 0.368
130-Abovs 10.43 156.50 230-Abova 10.63
55 [ 0130 10.57 74.00 46.00 0.680 520 [0230 10.36 4450 0.581
130-Above 11.03 170.00 230-Above 12.03
56 | 0230 13.86 97.00 36.00 0.267 521 | 0-230 1.43 3100 0.142
130-Abovs 10.40 156.00 230-Abova 12.03
57 0230 11.43 80.00 51.00 1.000 512|023 14.14 34.00 0.210
250-Abovs 11.53 173.00 250-Abova 10.27
58 | 0130 12.21 8550 47.50 0,731 523 | 0230 14.21 33.30 0.183
130-Above 11.17 167.50 230-Abova 10.13
50 [ 02130 10.36 750 4450 0.581 524 [ 0230 1257 435.00 0.630
130-Abovs 11.03 180.50 230-Above 1.00
510 [ 0130 11.28 70.00 51.00 0.945 525 [ 0230 13.37 3000 0.332
130-Abovs 11.60 174.00 230-Abova 10.53
511 [ 0130 0.70 68.50 40.50 0.407 526 | 0150 15.64 13350 B
130-Above 11.30 184.50 230-Above 03
513 | 0230 1100 IO 0.0 0.837 517 [ 0230 13.43 25.00 0.056
130-Above 11.73 176.00 230-Abova 0.67
513 [ 0130 11.43 87.00 46.00 0.680 528 [ 0230 11.07 40.50 0.837
250-Abovs 11.07 166.00 250-Abova 11.70
514 [ 0130 11.71 82.00 51.00 0.045 530 | 0250 70 3050 0407
130-Above 11.40 171.00 230-Abova 12.30
515 [ 0130 11.20 70.00 51.00 0.945 530 | 0230 11.71 51.00 0.945
130-Abovs 11.60 174.00 230-Abova 11.40

*p<005  *p<0.01

When the critical success factors considered important by the participants for
improving PPP system are analyzed according to the experience of their companies
in PPP projects at Turkey, the companies having 1-10 year experience evaluated
“Specifications and contracts in tender documents should be written clearly and
detailed” is the most important one while the companies having 11-above year
experience evaluated “The large-scale PPP projects should be tendered with
prioritization by feasibility and requirement analysis” and “Detailed pre-work has to
be done before the tendering of projects by public institutions and realistic and
detailed project feasibility studies should be prepared” as the most important
problem (Table 35).
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In the comparison of responses given by the participants, As a result of the Mann-
Whitney U test (Table 36), it was observed that the statements; “Detailed pre-work
has to be done before the tendering of projects by public institutions and realistic and
detailed project feasibility studies should be prepared” (0.019<0,05), “All PPP
projects and Operation Right Transfer Projects which will be realized under the
applicable laws of Privatization Administration and other Public Institutions should
be arranged through private law contracts” (0,042<0,05) and “Under the scope of
alternative financing methods, there should be an option in which public institution
can be shareholder of investment companies”(0,047<0,05) are evaluated as
significantly important by the companies having 11-above year experience when

compared with the companies having 1-10 year experience:

Table 35. The critical success factors considered important by the participants in order

to improve PPP system according to the experience of their companies in PPP projects

at Turkey
i1 i ] il ik o el it 0| BI0O| BID | BI2 ) B13 | Bl RIS
H 13 13 13 13 13 13 13 13 13 13 13 13 13 13 13
Il 1S ) 1A | D0 [ 360 | 392 [ 302 [ 238 [ 302 37T 3TT | 4.0 2BS | ATT [ 3dd | 308
110 B 03 ) 025 | 032 [ 0 | 029 [ 035 [ 038 [ 037 030 ) 028 | 032 ) 054 | 032 [ 039 | 0o
'-('- iyt ings
AT .
: Plclizu 5 i i i i i 2 | | | | 3 | 1 i
Miniinuin I 2 ! 2 i i I 2 I I I I
Maziimun 5 i i 5 5 5 5 5 5 5 5 5 5 5 5
N a a a 9 a 9 9 a a a a a a a a
M A8 BT | B[ 22| [ b [ LTE [ TR [ 46T ) dad | G| 3 | dabd [ 3 | 389
I l,;{,'u.'hwu St 01 ) 007 | 01 [ 036 | 02 [ o2d [ ode [ 022 [ 007 ) 02 | 024 ) 0dT | 02 [ 058 | 02
8y iyt icgs
Rucliian 5 b1 b1 5 5 5 1 5 5 5 5 3 5 i [
Minimun i i i 2 3 3 1 3 i 3 3 1 3 1
Maziimun 5 il il 5 ki 5 5 5 5 5 ki 5 5 ki 5
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Table 35 (Continued)
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110 At O30 | 037 | 009 [ 037 038 | Odd [ 021 02 [ 020 ) 022 [ 021 022 ) 041 | 025 ] 03T
: D it i
Yown .
Tlizclian 3 3 i 3 1 3 A 5 i Ll i i Ll Ll 3
Minimun 1 1 3 1 1 1 3 3 2 2 3 3 1 3 1
Maiimun 5 5 b i 5 5 5 b b 5 5 b 5 5 b
H 9 9 a a 9 9 Q a 9 9 Q a 9 9 a
Doz 22 A0 | 33 300 [ 28Y ) LTE [ 6T | 456 | 3BT | 422 [ 433 433 [ 422 422 | 433
B, 055 | 026 | 020 [ 060 | 045 [ 043 [ 024 | 034 [ 042 ) 032 [ 033 033 ) 043 | 022 | 03T
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[ | ATRIN]
Yown .
Rl iann 3 q 5 3 3 3 5 5 i q 5 5 5 q 5
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Table 36. Comparison of responses to critical success factors considered important by
the participants in order to improve PPP system according to the experience of their

companies i PPP projects at Turkey

Mam | Sumof | Mlamnn- B e E
Fank Fank= Whitnsy Valus Ranl: Vel
U
51 | 1-10 Yaar o8] 12750 | 3650 0.074 S16 | 1-10 Yazz 1131 0358
Ll-AbovaYear: | 1304 | 12550 11-Abova Yaars | 1178
52 | 1-10 Yaam 10.00 | 13000 | 3200 0.147 517 [ 1-10 Yaars 0.62 0.000
11-Abova Yaars | 13.67 | 123.00 Tl-Abovs Yaam | 1402
53 | 1-10 Yaam 0.12 11850 | 27.30 | <0.018* | [E18 [ 1-10 Vem= 0.02 0.143
11-Above Vears | 1424 [ 134350 11-Abova Yaars | 13.78
54 | 1-10 Yaar 08E | 12850 | 3750 0.141 518 | 1-10 Yaars 10.58 0.407
11-Abovs Yzarz | 13.83 | 12430 11-Above Yeas | 12.53
55 | 1-10 Yaa 10.08 | 131.00 | 40.00 0.175 520 | 1-10Vaan .05 0.161
1l-Above Yeas | 1356 [ 12200 11-Above Yaars | 13.72
56 | 1-10 Yaar 1050 | 13635 45.50 0.340 521 | 1-10 Yaar 11.38 0.218
11-Abovs Yaars 1294 1165 11-Abova Yaars 11.67
57 | 1-10 Yaam 1277 | 16600 | 4200 0.237 522 | 1-10 Yean 10.50 0.308
11-Abovs Yaars 067 27.00 11-Abova Yaarz 12.04
58 | 1-10 Yaars 0.62 12500 | 3400 0.057 513 | 1-10Vaan 10.5 0.330
11-Above Years | 1422 | 128.00 11-Abova Yaars | 1280
50 | 1-10 Yaar EE 121.00 | 3000 | <0042* | 524 | 1-10¥esm 11.46 0.572
11-Above Yaars | 14.67 | 132.00 11-Abova Yaars | 1136
510 | 1-10 Yaa 062 12500 | 34.00 0.075 525 | 1-10 Year 033 0.047
11-Abovs Yaars 14.22 128.00 1l-Abova Yoars | 14.61
511 | 1-10 Yaa 077 | 12700 | 3600 0.096 526 | 1-10 Yesrs 11.12 0.714
11-Above Years | 14.00 | 126.00 11-Above Years | 12.06
S1Z | 1-10 Yaa 1027 | 13350 | 4230 0.269 517 | 110 Ve 10.68 0340
11-Above Yearz | 1328 | 1105 Ll-Abova Years | 1267
513 | 1-10 Yaar 0.02 120.00 | 38.00 0.147 528 | L-10 Vears 2.3l <047
11-Abova Years | 13.78 | 124.00 Ll-Abovs Years | 14.87
514 | 1-10 Ve 11.35% 14754 56.50 0,800 518 | 1-10 Yazrs 10.88 0.570
11-Abovs Yeas | 1172 E Ll-Abovs Yazrs | 13,30
515 | L-10 vasm 1025 | 135.00 | 4200 0154 | | 330 |L-l0Vesm 10.12 0184
11-Abovs Yaan 13.33 120.00 11-Abova Yaars 1350

*p<0.05 *p<0.01

98



The critical success factors considered important by the participants in order to
improve PPP system in terms of the working sector are analyzed. The most
important factors are “The large-scale PPP projects should be tendered with
prioritization by feasibility and requirement analysis” and “Public institutions should
collaborate in the planning and coordination of investments to be realized with PPP
model” for the respondents from the public sector while “Detailed pre-work has to be
done before the tendering of projects by public institutions and realistic and detailed
project feasibility studies should be prepared” “is the most important one for the

private sector participants (Table 37).

According to the results of Mann Whitney U test, there is a statistically significant
difference between responses of the participants. The private sector participants
appreciates the following problems as significantly more important when compared
with the public sector: “All PPP projects and Operation Right Transfer Projects
which will be realized under the applicable laws of Privatization Administration and
other Public Institutions should be arranged through private law contracts” and
“Public institutions should use technical consultants in project preparation and
planning processes”. However, the public sector participants evaluates the following
statements as significantly more important when compared with the private sector:
“The large-scale PPP projects should be tendered with prioritization by feasibility
and requirement analysis”, “Public institutions should collaborate in the planning and
coordination of investments to be realized with PPP model”, “Comparative economic
and financial analysis should be made for determining whether projects to be
realized with traditional or PPP models”, “Institutional capacity of public institutions
who work in the field of PPP should be increased”, “Competitions should be
arranged for projects in order to obtain innovative design of large-scale PPP projects
which also preferred by people to be affected from that”, “Legal support should be
provided to the bureaucrats against the cases due to PPP tenders”, “Rates of the bid
bonds should be increased” and “The tenderers should be asked for credit letter of
intent” (Table 38) (p<0,05).
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Table 37. The critical success factors considered important by the participants in order

to improve PPP system according to the working sector of them
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Table 38. Comparison of responses to critical success factors considered important by

the participants in order to improve PPP system according to the working sector of

them
Mam | Sumeof | Mam- T Mz | Sumof | Mamn- P
Bamk Fankz Whitnay Valua Fank Fark: | Whitnay Valua
T U

51 | Dudlic 6 | 000 | D600 | <00 516 | Public 2874 | 603.50 | 362.500 0.930
Privata 14.74 556,00 Brivats 2836 80150

) Public 3574 TI0.50 215.50 <011 517 Public 25.21 528,30 208 500 0.220
Drivats 1416 [ B4530 Privats 30.47 | 1066.50

53 | Public 3143 | 660.50 | 305.30 0.184 §1% | Public 3312 | #8550 | 270.500 0.076
Privatz 16.73 ©35.50 Privats 25.73 200.50

o4 Tublic 32.00 67300 70400 0.180 51% | Public 3643 T65.00 201.000 <L 4T
Privats 26.40 | 024.00 Brivats 23.74 | 3100

55 Public 32.33 &70.00 287.00 0.124 520 | Public 36.83 T73.50 192,500 <L M2+
Drivata 26.20 017.00 Privatz 23.50 322.50

1] Public 34.71 TI0 00 237.00 =<0.014* 521 Public 36.52 TET.00 122,000 <03+
Privats 24.77 | B6.0D Brivats 23.68 | B2.00

g7 Tublic 14 80 51850 285,50 0.104 522 | Public 2024 814.00 352.000 0. 765
Privar 30.84 | 107850 Drivats 1806 | SRLO0

58 | Pudlic 781 | sst00 | 35300 0701 523 | Public 2848 | 508.00 | 367.000 0.502
Privats 25.01 | 101200 Privats 2851 | o0R.00

50 | Public 18.00 | 378.00 | 147.00 | <0.001% §24 | Public 3L00 | 65100 | 315.000 0.345
Privats 34.80 | 121800 Erivats 700 | P44

510 | Pudlic 3057 | 64100 | 3400 S 525 | Public 26.62 328,500 0.462
Privats 27.26 | 954.00 Privats 28.38 .

SI11 | Public 33.83 | T10.50 | 255.50 | <0.036% 518 | Public 2155 | 452.50 | 221500 | <0007+
Drivatz 35.30 | B85.50 Privats 3267 | 1143.50

512 | Pudlic 3508 | 1550 | L5250 | <04 527 | Public 2605 | S47.00 | 316.000 0.347
Privata 23521 282,50 Privatz 1887 1048 00

513 | Pulic 3212 | §14.50 | 28150 0.160 518 | Public 1583 | 4450 | 313500 0.340
Privats 2633 | 01130 Drivata 3004 | 1051.50

514 | Public 27.45 576.50 345.50 0.700 520 | Public 1B.08 &08.50 | 357.500 0.360
Privats 20.13 | 1018.50 Privats 2821 | 987.50

515 | Putlic 2048 | 610.00 | 347.00 0717 530 | Public 2545 | 33450 | 303.500 0.248
Privats 17.01 97700 Privata 3033 | 1061.50

*p<0.05 * p<0.01

4.6

Research Findings

The results of survey analysis can be summarized as below:

> At first, private sector participants were asked for the scoring their company
to evaluate success in some main PPP project steps they have been involved
at Turkey. According to the analysis results, participants in general find their
companies as successful in these selected criteria. According to the scores
they have given their company, the most successful area of the companies in
carrying out PPP projects is the “Management of Operating Period” and it is
followed by respectively “The Completion of Investment in the Period of
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Contract”, “Design Process Preparations”, “Funding in Appropriate
Conditions and Time”, “The Profitability of the Projects”.

As it is known the private sector is not paid until the start of operation period in PPP
projects. Capital investment of the private partner is obtained by operating income
over the concession period. These concession periods have broad range of risks and
uncertainties such as operation cost overrun, high and frequent maintenance costs
than expected and lower revenues with respect to initial estimations. These factors
are directly related with the management performance of the company in operating
period. The successful management of this phase depends on the detailed planning at
initial phase with schedule and so quality and efficiency of operation. These results
shows that the participants find their companies as successful in these areas with a
score given 4 or 5 points comprising more than 75 % of participants. It is followed
with the approximately 70 % given 4 or 5 points to the “The Completion of
Investment in the Period of Contract” by participants. In PPP projects, timely
completion is important because penalties may apply under the operation right
transfers for late completion. Also, the lenders only defer payment of credit debt for
a specified grace period which usually corresponds to construction duration in
contract. If the delay occurs in a construction phase, then payment of credit debts
will be an essential problem. Companies evaluate themselves as successful in
average for the completion of investments in the contract duration. The step of
“Design Process Preparations” is also evaluated as successful commonly with the 60
% participation given to 4 or 5 points. Design is located at the hearth of the PPP
process. It is also the most complex part of the whole PPP process. Design teams
should be planned and managed by successful coordination. PPP protects
government against the financial problems since if unwanted results are obtained as a
result of the poor design, these risk are mostly transferred to private sector

contractors. Therefore, this 60 % is important indicator for companies.

“Funding in Appropriate Conditions and Time” is scored around 60 % rate with 4 or

5 points by private sector companies. PPP projects are usually financed with the
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agreement of lenders and investors. Before or during the construction phase,
contractors wants to receive loans from banks in a condition that after the
construction is completed, the cash flow generated by the project will be used to
repay their loans. Therefore, the project finance plan should be well optimized and
incomes from the project should match with the loan payment amounts and intervals
to the lenders. In addition, if the financial crisis occurs in the market, then many
banks faces with difficulties for providing long term loans to the contractors.
Although the 60 % rate seems to be a good value, the remaining 40 % rate shows
substantial amount for consideration the importance of this problem. Finally, the
latest score with 50 % 4 or 5 belongs to “The Profitability of the Projects”.
Companies will usually invest to the business unless it is more profitable than any
other investment opportunities. Therefore, the profitability is the most important
criteria for also the PPP projects. It depends on almost all above mentioned factors
(“Management of Operating Period”, “The Completion of Investment in the Period
of Contract”, “Design Process Preparations”, “Funding in Appropriate Conditions
and Time”). Financial crisis showing themselves from time to time are also other
essential criteria that may affect the balance sheets of all the parties of PPP and also
the profitability of projects. The 50 % rate shows that only half of the investors in

private sector evaluates themselves as successful in Turkey.

» The public and private sector participants were asked for the select a project
for the evaluation on importance of main problems faced while carrying out
PPP projects. In addition to that, they were scored their institution/company
to evaluate success in this selected PPP project for the steps they have been
involved at Turkey. According to the analysis results, in average, the
following parts of the projects were appreciated by the participants as
maintained successfully for the selected projects: “The Management of
Operating Period”, “The Profitability of the Project”, “Preparation of Tender
Documents”, “The Completion of Investment in the Period of Contract”,
“Project Planning-Prefeasibility Evaluation”, “Project Planning-Prefeasibility
Preparation” and “The Design Process Preparations”. However, the steps of
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“Legislative Preparedness” and “Funding at Appropriate Conditions and
Time” were evaluated below the 50 % participation to 4 or 5 score which

means most of the respondents did not appreciate themselves as successful.

Since the opinions of public sector were participated to the answers and the
evaluation was more specifically done for the selected specific project, some scoring
rates were changed when compared with the answers of first part questions. The
significant changes can be seen in the statements of “The Profitability of the Project”
and “The Funding at Appropriate Conditions and Time” which are respectively has
67 % (4 or 5 score) and 46 % (4 or 5 score). However, both of these issues are
directly related with the realization time of projects. As it was mentioned, the global
or local financial crisis negatively affects the PPPs through different transmission
channels. This causes higher costs for international project finance institutions. The
credit market capacity will be a big concern especially for larger PPP projects. Also
the long term loans will not be obtained easily especially from foreign banks because
in such a global crisis, many large banks reduce their PPP activity. Therefore,
especially for this time concern and the scoring the only one project, the decrease in
the evaluation of statement; “The Funding at Appropriate Conditions and Time” is
observed easily which had 60 % rate (4 or 5 score) before. The “Profitability of the
Project” is also affected from this issue. However, the effect of current economic
condition during the financing of project will be limited to the “Profitability of The
Project” when compared with the “The Funding at Appropriate Conditions and
Time” because the profitability is a long term issue and mainly depends on the long-
lasting operation period of projects which generates incomes to the investor
companies. Since the some public sector respondents also responded this question
because they have been involved or have knowledge in somehow, their opinions
mainly causes increasing rate for the evaluation from 50 % (4 or 5 score) to 67 % (4
or 5 score). As it is expected, their perspective towards the profitability can not be

like the private sector investors.
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“The Management of Operating Period” is scored around 72 % (4 or 5 score) and
evaluated as the most successful part of the projects which was similar with the
results of the above mentioned first part. “Preparation of tender documents” is
following with 64 % rate (4 or 5 score) and also appreciated as successful by the
most of the respondents. Following feasibility evaluation, “Preparation of Tender
documents” is the other important step before tendering stage. In order to develop all
aspects of the PPP design (responsibilities, risk allocation, payment mechanism etc.),
PPP contract should be prepared carefully. Also, selecting the tendering method and
deciding on bid evaluation criteria are the important parts forming the tender
documents. The end of this stage is an essential milestone in the project delivery
phase of the PPP process. “The Completion of Investment in the Period of Contract”
is rated as 61 % (4 or 5 score) and evaluated as successfully by the most of the

respondents like in the first part.

“Project Planning-Prefeasibility Evaluation” and “Project Planning-Prefeasibility
Preparation” are following each other with 61 % and 59 % participation to 4 or 5
score. After the selection of project main specification, the Public Authority and its
consultants will carry out feasibility analyses including cost analysis, supply and
demand analysis, and preliminary environmental evaluation about the potential
impacts of the project. At these stages, the financial model is developed concurrently
with the feasibility studies. These above mentioned studies, helps Public Authority to
decide on yes or no decision for the selection among other project alternatives. “The
Design Process Preparations” is scored with 50 % (4 or 5 score) which means half of
the respondents evaluate their company/institution as successful in this area. As it
was mentioned, this step comprises the hearth of the PPP projects for the prevention
of problems to be occurred in construction and also in operation phases of the
project. Therefore, although 50 % of the respondents evaluate themselves as
successful, the remaining 50 % also should be in mind for further improvement in

this step of the projects.
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“Legislative Preparedness” can be described with one word as “the beginning”. The
well prepared legal framework supporting PPP has many benefits for facilitating
investments in complex PPP projects, providing proper controls, and best solution
procedures for the resolution of contract disputes. The provisions in legal framework
should provide that PPP project is well functioning and realizable. For instance; how
the establishment of PPP company (Special Purpose Vehicle) will be provided, under
which conditions public assets can be transferred to non-public companies are the
some of the issues that should be included in provisions. Also, finance related
provisions should be included which provide public sector to use money by subsidies
or long-term commitments throughout the life of the PPP contract. The public and
private sector participants, in general evaluated this issue with only 47 %
participation to 4 or 5 score which means that from the initial phase of the PPP

projects, in other words, the first step of project is needed to be improved.

» The importance of main problems in carrying out PPP projects was searched
among pre-determined 30 questions and the most popular 3 problems are
determined by participants as follows respectively;

1. The lack of detailed preparation of public institute before tendering.

2. Formation of additional high cost and downturn in the financial
market as a result of simultaneously presentation of projects having
huge investment cost.

3. Inadequate planning and prioritization of projects before presenting to
the public.

Meanwhile, the least important problem has been found to be:

o Low bid bond criteria in the tender.

These results shows that detailed preparation of many PPP projects are not done by
public institutions before the tendering stage. Before determining the implementation
and financing model of the project, it is not investigated carefully that whether it
would be appropriate to carry out a project with a traditional method or PPP model.
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In addition to that, the help of some institutions are taken however these are usually
limited with only opinions. Some ministries and institutions decide on going for
tender before completing the preliminary studies in sufficient manner. As a result of
this situation, tenders are being postponed or cancelled. This situation causes
international investors to distrust the PPP system in Turkey. In addition, the project
that could not be realized in time causes losses in local economy. Moreover, if the
project will be open to interpretation issues due to the tendering without detailed
development process, the firms try to participate almost every tender by thinking that
“We can solve these issues after tendering with agreement”. This causes systematic
problems resulting with delay of projects, time, workforce and financial loses, and
also leave bad impression on foreign investors and banks. Therefore it was expected
that “The lack of detailed preparation of public institute before tendering” will be

located among the most important problems.

“Formation of additional high cost and downturn in the financial market as a result
of simultaneously presentation of projects having huge investment cost” is another
problem considered as important. Especially after 2008 global financial crisis, it is
more evident that there is a liquidity problem in the world. In both developed and
developing countries, public and private firms face with difficulty while providing
finance to the projects. Each country has a lending limit which is determined by the
credit rating set in international markets. The almost concurrently presentation of
PPP projects having high investment needs in long term durations, limits the credit
markets. Since the companies in tenders are faced with a looking finance at the same
time in country, this causes an artificial demand in limited credit market and so the
cost of credit can increase. Moreover, the funding could not be provided above the
country limit, the strength and consistency of investment policy and market are
damaged in the eyes of foreign investors. Therefore, in some projects, although the
tender is completed, the investors could not find a finance. This causes cancellation

or extension of some opened tenders in last years.
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“Inadequate planning and prioritization of projects before presenting to the public” is
also evaluated as an essential problem. In the same sector, the possibility of
realization multiple projects preventing the development of each other is an
important issue. This causes that the projects can not be transferred to the private
sector with their real value, and limited finance conditions are used irrationally. For
instance; the harbor & marina projects are transferred to the private sector with
operation right transfers, however; at the same time, the public sector also declared
that a new port construction investment will be launched in close distance.
Otherwise, due to this inadequate planning and prioritization of projects, the private
sector can not correctly calculate the risks of the project for compensation and so the
resulted damage will actually harm the national economy and keep away the foreign

investors

Summarizing the analysis of the answers given to the problems in carrying out PPP
projects according to the categories which we classified the participants, we can

reach the following results:

i. The most important problem for the participants with an experience of
both (1-10 years) and (10 & above years) is “The lack of detailed
preparation of public institute before tendering”. In addition to that
“Formation of additional high cost and downturn in the financial market
as a result of simultaneously presentation of projects having huge
investment cost” is evaluated as the most important one for the

participants with an experience of (10 & above years).

It is expected that most of the participants having at least 10 year
experience in PPP sector have a chance to evaluate problems in sector
from broader perspective when compared with the participants having
less than 10 year experience. The financial processes are usually carried
out by the most experienced professionals in the sector so they have to
cope with this problem in projects. Therefore, the statement “Formation

108



of additional high cost and downturn in the financial market as a result of
simultaneously presentation of projects having huge investment cost” is
appreciated also as the most important problem by participants having 10

& above year experiences.

The most important factor for both managers and other level employees
(experts/civil engineers) is “The lack of detailed preparation of public

institute before tendering”.

As it was mentioned above, this problem is evaluated as the most
important one when analyzed among all participants. The tendering
preparations of public institutes is not enough and whether manager or
not almost all professionals in this sector have to face with this problem
while coping with this process. Therefore it is an expected result that
“The lack of detailed preparation of public institute before tendering” is
the most important problem for both managers and others (experts/civil

engineers).

The most important factor for the participants working at small-medium

sized companies is “The lack of detailed preparation of public institute
before tendering while “Inadequate and unreliable contract and tender
documents in the eyes of creditors” is the most important one for the
participants’ at large-scale companies. Also, there is a statistically
significant difference between two responses of the participants. These
are “The incompatible legal process with the project's needs” and “Low
bid bond criteria in the tender”. Both of these problems are considered
significantly more important by the participants working at large-scale

companies.

Since the project development processes are not successfully carried out
and so lots of issues requiring interpretation are located in tender
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documents especially contracts, many addendums are declared. These
causes many changes in tender documents and this issue is interpreted as
public institution was not well prepared from the perspective of banks.
Also, risks usually are not shared optimally between public and private
sector and most of them are undertaken by public sector. As a result of
that risk premium and cost of projects increases on the eyes of creditors.
When the large-scale companies are thought, taking into account their
participation to PPP projects requiring huge investments, it is not
surprise that the evaluation of “Inadequate and unreliable contract and
tender documents in the eyes of creditors” is the most important one.
“Low bid bond criteria in the tender” is also an essential problem for
larger investors. Due to the low bind bond criteria, some investors offers
lower prices than the average amount that is compatible for the
successfully completion of project and win the tender. Also, some
investors offer a bid almost every project and if several ones are won,
their equity capital will not be enough for the finance of all projects at
the same time. “The incompatible legal process with the project's needs”
is also crucial problem especially for large-scale companies. The most of
the huge projects are won by them and so the following legal issues
about faced problems have to be solved. The EU screening report dated
5.4.2006 is in line with this issue and reports that there is a need for more
and detailed provisions in the PPP sector which improves the legal
framework and transparency when compared with the EU procurement

legislation.

Iv. The companies having 1-10 year experience evaluated “The lack of
cooperation in project planning and coordination among the public
institutions” is the most important one while the companies having
11-above year experience evaluated “The lack of detailed
preparation of public institute before tendering” as the most
important problem.
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Most of the time, the public institutions realizing PPP tenders only
consider laws carrying their institution name and do not conform with
the norms and hierarchies in legal system of Turkey. Therefore,
coordination and cooperation could not be provided although there are
provisions about these requirements. “The lack of cooperation in project
planning and coordination among the public institutions” is also related
with the statement “The lack of detailed preparation of public institute
before tendering”. However, it is an expected result, the evaluation of
this issue as the most important one by the companies having 1-10 year
experience. These companies usually cannot win tenders as much as the
more experienced ones. Thus, they are faced with the problems up to the
tendering phase which directly shows the coordination and cooperation

problem between public institutions.

The most important factor in Build-Operate-Transfer (BOT) type
projects is “The lack of detailed preparation of public institute before
tendering” while in Build-Operate (BO) type projects is “Inadequate
planning and prioritization of projects before presenting to the public”.
“Formation of additional high cost and downturn in the financial market
as a result of simultaneously presentation of projects having huge
investment cost” is evaluated as the most important one for the Operation
Right Transfer (ORT) (Concession Agreement-CA) projects. Finally,
“The lack of cooperation in project planning and coordination among the
public institutions” is appreciated as the most important problem in
Build-Lease-Transfer (BLT) type projects. In addition, “The lack of
cooperation in project planning and coordination among the public
institutions”, “The incompatible legal process with the project's needs”
and “The late notification of the tender result to the participants” are
evaluated as more important in BLT type projects more than BO and CA
projects. “The problem of municipal plan between investor and
municipality during the project design work™ is evaluated as more
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important in BOT and BO projects than CA type projects. “Insufficient
number of investors participating tender”, “The insufficient knowledge
in PPP legislation about the objection mechanism to the tender” and “Not
providing adequate financial support to the project by public (direct
credit supply, demand guarantee, treasury guarantee, refinancing
guarantee, etc.)” are appreciated as more important in BLT type projects
than BO type projects. “The low interest of international investors for
participating tender” is evaluated as more important in BOT and CA type
projects than BO projects. “Many changes in original tender documents
with the addendums” is evaluated as more important in BOT type
projects than BO projects. “The high cost of project financing” is
appreciated as more important in BOT and CA projects than BO type

projects.

The Operation Right Transfer contracts usually requires huge amount of
money at tendering phases. The private sector gains an exclusive right to
operate, maintain and carry out investment in a public utility for pre-
determined number of years. Privatization of electric distribution, water
distribution, communication, and highway & bridges are some of the
examples conducted in Turkey. Therefore, it is an expected result that
“Formation of additional high cost and downturn in the financial market
as a result of simultaneously presentation of projects having huge
investment cost” is evaluated as the most important one for the Operation
Right Transfer (ORT) projects.

vi. The most important problem for the highway projects is “The lack of
detailed preparation of public institute before tendering”. In airport
projects, the participants appreciated “Inadequate planning and
prioritization of projects before presenting to the public” and “Formation
of additional high cost and downturn in the financial market as a result of

simultaneously presentation of projects having huge investment cost” as
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the most important problems. “The high cost of project financing” is
evaluated as the most important one for the Harbour & Marina and the
Custom Facility & Custom Gate projects. In Industrial Facility and Urban
Infrastructure Projects the most important problem is “Inadequate
planning and prioritization of projects before presenting to the public”
while in Health Facility Projects “Inadequate and unreliable contract and
tender documents in the eyes of creditors” is evaluated as the most

essential one.

As a result of the analysis made, in responses to statements “Inadequate
planning and prioritization of projects before presenting to the public”,
“Formation of additional high cost and downturn in the financial market
as a result of simultaneously presentation of projects having huge
investment cost”, “The lack of cooperation in project planning and
coordination among the public institutions” and “Not taking the opinions
of citizens, companies ,other stakeholders and non-governmental
organizations to be affected from the project” are evaluated as more
important in Highway projects than Custom Facility & Gate projects.
“Inadequate planning and prioritization of projects before presenting to
the public” is appreciated as more essential in Airport projects than
Custom Facility & Gate projects. In health facility projects when
compared with the Custom projects there are significant differences
between these problems: “Inadequate planning and prioritization of
projects before presenting to the public”, “The lack of cooperation in
project planning and coordination among the public institutions”, “The
incompatible legal process with the project's needs”, “Insufficient number
of investors participating tender” and “Inadequate and unreliable contract
and tender documents in the eyes of creditors”. When compared with the
Custom projects, “The lack of detailed preparation of public institute
before tendering”, “The lack of realistic data in the prepared pre-
feasibility report”, “The lack of comparative economic and financial
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analysis, in order to realize project with PPP model instead of tradional
methods. (Public Sector Comparator)” and “Insufficient number of
investors participating tender” are appreciated as significantly important
in Harbor & Marina Projects. “The problem of municipal plan between
investor and municipality during the project design work” and “The low
interest of international investors for participating tender” are evaluated
as more important in Harbor & Marina projects than Health Facility
projects. In Harbor & Marina projects; “Insufficient number of investors
participating tender”, “The low interest of international investors for
participating tender” and “The lack of adequate evaluation of
performance and quality criteria in addition to operation period or
monetary criteria in the tender” are significantly important when
compared with the airport projects. “Insufficient number of investors
participating tender” are more important problem in Ind. Fac. & Urban
Inf. Projects than Custom projects. “The low interest of international
investors for participating tender” are significantly important in Harbor &
Marina projects when compared with the Ind. Fac. & Urban Inf. projects.
“The late notification of the tender result to the participants” and “The
insufficient knowledge in PPP legislation about the objection mechanism
to the tender” are evaluated as more crucial in Health Facility projects

when compared with Airport projects.

“The high cost of project financing” is evaluated as the most important
one for the Harbour & Marina and the Custom Facility & Custom Gate
projects. The reason of this evaluation is easily understandable because of
the higher investment need of these projects in both concession contracts
and other PPP models. They are also the special project types attracting
the specific public groups. Therefore the evaluation of project finance on
operation period requires more detailed study and vision when compared

with the other type projects.
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vii. The most important problem is “The lack of realistic data in the prepared
pre-feasibility report” for the respondents from the public sector while
“Inadequate and unreliable contract and tender documents in the eyes of
creditors” is the most important one for the private sector participants. In
addition to that the private sector participants appreciates the following
problems as significantly more important when compared with the public
sector: “The incompatible legal process with the project's needs”,
“Tendering with general, unclear, open-ended specification and contract”,
“The absence of as-built projects while realizing tenders”, “The late
notification of the tender result to the participants”, “The insufficient
knowledge in PPP legislation about the objection mechanism to the
tender”, “The lack of regulations in the contract of project having 20-30
years duration to adopt the changing conditions”, “The high equity/loan
ratio of project”, “The enforcement for the termination of contract even in
little contradiction of contract by investor”, “Inadequate and unreliable
contract and tender documents in the eyes of creditors”, “Short-term
maturity period for credits of finance institutions”, “Not providing
adequate financial support to the project by public (direct credit supply,
demand guarantee, treasury guarantee, refinancing guarantee, etc.)”, “Not
being made balanced distribution of financial risks in contract”, “The
high cost of project financing” and “The continuation of design and
construction phases of project at the same time”. However, the public
sector evaluates the two problem as significantly important with respect
to private sector. These are; “The lack of realistic data in the prepared
pre-feasibility report” and “The lack of comparative economic and
financial analysis, in order to realize project with PPP model instead of

tradional methods. (Public Sector Comparator)”.

The statement “The lack of realistic data in the prepared pre-feasibility
report” shows us that they are not prepared in an international scale with

objective nature and causes slowing down of projects instead of speeding
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up. Also, the problems arising after tenders may cause cancelling of them
or facing with problematic projects. The identification of this problem
from the participants of public sector is also very important point from

the self-criticism perspective.

» The 30 questions were prepared with the aim of identifying “critical success
factors” for improving PPP system in Turkey and responses given by
participants shows that the most popular 3 responses obtained from the

questionnaire are as follows respectively;

0 The large-scale PPP projects should be tendered with prioritization by
feasibility and requirement analysis.

o Public institutions should collaborate in the planning and coordination
of investments to be realized with PPP model.

0 Detailed pre-work has to be done before the tendering of projects by
public institutions and realistic and detailed project feasibility studies

should be prepared.

Meanwhile, the least important problem has been found to be:

o “PPP model should be included in the scope of the Public Procurement
Law with 4734 No”.

> In addition to these 30 questions, the participants rating the 30. Question (*A
central unit responsible for all PPP projects should be established”) as 4 or 5
are asked that “Under which institution the Central PPP unit should be
located” and “What should be the structure of it”? Most of the respondents
said that a New Supreme Board should be established and this unit should be

independent having the authority of tendering and coordination.
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According to the previously carried studies, interpretation of the experienced people
of the sector with interviews and the findings obtained in evaluation of problems part
is in line with the expectations. As it was mentioned above, the most important
problems faced during the realization of PPP projects are mainly depends on the
initial phase of projects starting from the decision process up to the tendering phase.
Projects are not handled with detailed planning and prioritization before opening to
tender by public institutes. These proposed most important critical success factors
are directly corresponded to this problem. Before presenting to the large-scale PPP
projects to the market, sectorial master plans should be carried out and according to
these plans, prioritization of these projects should be done which has the highest
benefit to the public considering cost. Otherwise, in the same sector, if there is a
possibility of constructing similar projects having potential to prevent development
of each other, the projects can not be transferred to private sector in real value and
this results with the irrational usage of public resources. As a result of the detailed
preparatory work before the tender, complete and right information should be given
to private sector, otherwise if project risks could not be calculated properly by them
and this situation will actually harm the national economy and the views of foreign
investors. The presentation of large-scale projects to the market at the same time,
pointed out that adequate coordination is not found between relevant public

institutions.

PPP as it is accepted in the international area is a complex model requiring high
expertise. If its management can not be provided successfully, results with high risk
of financial burden to the public sector for many years. Therefore, there is a need for
guiding public institutions by the New Supreme Board having specialized in the field
of PPP and coordinating qualifications. This situation is determined by the answers
of participants also.

As a result of the survey on BOT projects in China, Qiao et al. (2001) determined
appropriate project identification, competitive tendering system and reasonable risk
allocation among the important CSFs. These results shows similarity with our
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evaluations and can be included under the statement of “Detailed pre-work has to be
done before the tendering of projects by public institutions and realistic and detailed

project feasibility studies should be prepared.

In 2002, Jefferies et al. identified critical success factors for the large infrastructure
projects procured under the BOOT concept. “A carefully prepared Environmental

Impact Statement”,

the efficiency of approval process”, “selecting the right project
tendering method with comprehensive feasibility study” and “Financial capability
and credibility” are among the identified important critical success factors. These are
all directly related with the results of our study. They can be evaluated under all

three most important CSFs.

In 2003, Akintoye et al. reported the important points for achieving best value in
private finance initiative (PFI) projects and also the associated problems with it in
UK. His research was based on 68 interviews working with PFI projects including
contractors, public sector clients, consultants and management organizations of
facilities. The result of the analysis showed that “unclear client priorities and
objectives”, “Provision of incomprehensive up-front project information by clients”,
“Demands of clients being “wish list”, instead of sensible”, “Slow negotiations”,
“Less open communication with the client especially on the pricing of specific
risks”, “Lack of transparency in PFI risk allocation and evaluation”, “Uncertainty of
project funding”, “Level of commitment of the public sector to each project is
difficult to predict” are among the most important problems which was similar to the
our analysis results. On the other hand, “Establishment of teams of experts in PFI for
managing risks in all phases of the project up to tender”, “Improving clients’
expertise”, “Involving operating companies at the initial design phase”, “Provision of
sufficient time for preparing bids”, “Risk-transfer issues should be spelled out,
opened to challenge and dialogue” are found among the most important success
factors contributing to the achievement of best value in PFI projects. These are also

directly related with the 3 most important success factors of our research study.

118



In 2005, Zhang identified, analyzed and categorized many CSFs for PPPs in general.
At the initial phase, a literature review was conducted and the CSFs were identified
from the both public and private sector’s perspectives. Then, through case studies
from different countries some projects were reviewed and experiences were obtained
from both successful and failed projects from the United Kingdom, United States,
China, India, Malaysia, the Philippines, Sri Lanka and Thailand. As a result of the
research, among the determined CSFs and related Success Sub factors (SSFs) for
PPP projects the followings are located “Favorable economic system”; “The
suitability of project for privatization”; “Promising economy”, “Long-term demand
for the products/services offered by the project”, “Effective project organization
structure”, and “Appropriate risk allocation via reliable contractual arrangements”.
These results are supported with our study in which mainly the prioritization of
large-scale projects is suggested by the detailed analysis and also in coordination
with the other public institutions. The importance of this issue from the economic
perspective is also explained above which was mentioned as “Favorable economic
system” and “Promising economy” in the study of Zhang. The collaboration and
coordination of public institutions while preparing projects with detailed pre-work
studies before tendering are also directly points the issues “The suitability of project
for privatization”, “Long-term demand for the products/services offered by the
project”, “Effective project organization structure”, and “Appropriate risk allocation

via reliable contractual arrangements”.

In 2005, Li et al. designed a questionnaire survey in order to evaluate importance of
CSFs and classified them into five main groups: effective procurement, project
implementability, government guarantee, favorable economic conditions, and

available financial market. All of these findings are covered with our study results.

In 2007, Wang et al. established a critical success factors model for infrastructure
PPP projects in China due to the low success rate of them. Then, as a result of the
questionnaire survey and statistical analysis, among the most important CSFs;
“Demand for project product or service”, “Consistency with the public interest”,
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“Prosperous potential of economic development”, “Efficient project team”,
“Reasonable  project organizational structure”, “Reasonable risk-sharing
mechanism”, “Financial system and policy for PPP projects”, “Effective supervision
mechanism”, “Rational risk-sharing” and “Communication and coordination” are
determined. These results also shows the importance of detailed study of the public
sector before tendering. All these factors are needed to be handled under the pre-

work done by institutions.

In 2008, Jacobson and Choi analyzed and compared main factors contributing to the
success of PPPs and public works projects. In America, based on a specific project,
ten success factors were determined that are suitable for the project according to the
results of the survey. These were: developing a shared vision, commitment to the
vision and its potential for meeting realistic business and public goals, open
communication through regular intensive meetings with a mechanism to resolve
challenges, and a willingness to collaborate to attain the shared vision, respect with
those you work with, community outreach giving the city what community wants,
political support, expert advice, risk awareness, clear roles and responsibilities.
Except the “political support” statement, the all other nine factors are similar and

covered with the findings of our research.

In 2011, Cheung and Chan reviewed the three types of projects including water and
waste water, power and energy and transportation delivered by PPP method in
China. Interview was carried out with the 38 experienced professional in the sector.
According to the results: government intervention, public credit, financing risk, poor
public decision-making process, subjective project evaluation method, completion
risk, government corruption, imperfect law and supervision system, and inability of
concessionaire were the crucial risk factors for all three types of projects. Cheung
and Chan (2011) also emphasized that the most of the risks of PPP projects in China
are fundamentally related to the government which directly declared the similar
result with our study result. The importance of public sector from the initiation of

project is also reported by our study when the three factors are reviewed.
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In 2013, Tang et al. researched and categorized the critical factors that affects the
efficiency of PPP during early briefing stages of the project in Australia. A
questionnaire survey was prepared and distributed to the public and private sectors
for evaluation of the potential of these factors to improve the PPP briefing stage.
According to the analysis of results, among the most critical factors; Identification of
client/owner requirements, Clear goals and objectives, Clear and precise briefing
documents, Thorough understanding of client/owner requirements, Clear end-user
requirements, Proper priority settings, Open and effective communication, Openness
and trust, Clarity of roles of stakeholders, Holding workshops for stakeholders,
Experience of the client, Knowledge of client’s responsibility are found. These are
shows the importance of prioritization of projects, collaboration and coordination
among public institutions, and detailed pre-work studies before tendering projects by
public which were concluded as the most important three success factors in our

study.

If the answers given to the questionnaire on important critical success factors that are
important for improving PPP system in Turkey are analyzed according to

categorization of participants, we can reach the following results:

i. The most important factor for the participants with an experience of (1-
10) years is “The large-scale PPP projects should be tendered with
prioritization by feasibility and requirement analysis”. Participants with 10 &
above years of experience considered “Detailed pre-work has to be done
before the tendering of projects by public institutions and realistic and
detailed project feasibility studies should be prepared” as the most important
factor .For the statement “Legal support should be provided to the
bureaucrats against the cases due to PPP tenders” it is concluded that there is
a significant difference between categories in terms of the responses
provided. Participants with an experience 10 & above years consider this
factor more important when compared to participants with an experience

between 1-10 years.
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When the long duration of realization including operation time of PPP
projects are thought, the bureaucrats sometimes face with cases after
tendering stages. This situation causes bureaucrats stay in backward and
give delayed decisions during the realization of projects. Taking into
account the monetary value and complex tender procedures of the projects
it is a debated issue to provide legal support to the bureaucrats. Since the
participants having 10 & above year experience face with this issue more
commonly than the other ones, it is an expected situation that this factor is

evaluated more importantly by them.

. The most important factors for the participants at manager level are “The

large-scale PPP projects should be tendered with prioritization by
feasibility and requirement analysis” and “Public institutions should
collaborate in the planning and coordination of investments to be realized
with PPP model”; the most important factor for the participants at other
positions (civil engineer/expert) is “Detailed pre-work has to be done
before the tendering of projects by public institutions and realistic and
detailed project feasibility studies should be prepared”. As a result of the
analysis made, in responses to statement “A single framework PPP
legislation should be prepared to cover the different laws of PPP” is
evaluated as significantly more important by managers while the
statement “After the tender decision, contracts should not be signed until
financial closing or should enter into force with financial closing” is
appreciated as significantly more important by the participants working at

other positions.

The need for a single legal framework for PPP is evaluated significantly
more important by managers when compard with the other level
employees. As it was mentioned, the reason of this situation probably
arises from the evaluation of issues from the borader perspective and the
part of project that is dealth with. “After the tender decision, contracts
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should not be signed until financial closing or should enter into force with
financial closing” is also an important issue regarding PPP by all
participants. However, since the lower level employees usually have to
cope with this issue and taking into account the looking perspective, it is
normal that the evaluation of this factor is the significantly important for
them.

The most important factors for the participants working at small-medium
sized companies are “Specifications and contracts in tender documents
should be written clearly and detailed”, “Specifications and contracts in
tender documents should be written in English and Turkish” and “Public
institutions should use technical consultants in project preparation and
planning processes”. The most important factors for the participants
working at large scale companies are “The large-scale PPP projects
should be tendered with prioritization by feasibility and requirement
analysis” and “Institutional capacity of public institutions who work in
the field of PPP should be increased”. In addition, “Public institutions
should use technical consultants in project preparation and planning
processes” is considered significantly more important by the participants

working at small medium sized companies.

iv. The companies having 1-10 year experience evaluated “Specifications and

contracts in tender documents should be written clearly and detailed” is
the most important one while the companies having 11-above year
experience evaluated “The large-scale PPP projects should be tendered
with prioritization by feasibility and requirement analysis” and “Detailed
pre-work has to be done before the tendering of projects by public
institutions and realistic and detailed project feasibility studies should be
prepared” as the most important problem. It was observed that the
statements; “Detailed pre-work has to be done before the tendering of

projects by public institutions and realistic and detailed project feasibility
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studies should be prepared”, “All PPP projects and Operation Right
Transfer Projects which will be realized under the applicable laws of
Privatization Administration and other Public Institutions should be
arranged through private law contracts” and “Under the scope of
alternative financing methods, there should be an option in which public
institution can be shareholder of investment companies” are evaluated as
significantly important by the companies having 11-above year
experience when compared with the companies having 1-10 year

experience:

v. The most important factors are “The large-scale PPP projects should be
tendered with prioritization by feasibility and requirement analysis” and
“Public institutions should collaborate in the planning and coordination of
investments to be realized with PPP model” for the respondents from the
public sector while “Detailed pre-work has to be done before the tendering
of projects by public institutions and realistic and detailed project
feasibility studies should be prepared” “is the most important one for the
private sector participants. The private sector participants appreciates the
following problems as significantly more important when compared with
the public sector: “All PPP projects and Operation Right Transfer Projects
which will be realized under the applicable laws of Privatization
Administration and other Public Institutions should be arranged through
private law contracts” and “Public institutions should use technical
consultants in project preparation and planning processes”. However, the
public sector participants evaluates the following statements as
significantly more important when compared with the private sector: “The
large-scale PPP projects should be tendered with prioritization by
feasibility and requirement analysis”, “Public institutions should
collaborate in the planning and coordination of investments to be realized
with PPP model”, “Comparative economic and financial analysis should
be made for determining whether projects to be realized with traditional or
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PPP models”, “Institutional capacity of public institutions who work in the
field of PPP should be increased”, “Competitions should be arranged for
projects in order to obtain innovative design of large-scale PPP projects
which also preferred by people to be affected from that”, “Legal support
should be provided to the bureaucrats against the cases due to PPP
tenders”, “Rates of the bid bonds should be increased” and “The tenderers

should be asked for credit letter of intent”
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CHAPTER 5

CONCLUSION

Public-private partnerships have become increasingly popular for the delivery of
public sector services with the growing economic development of Turkey. The
problems during the realization of PPP projects in Turkey and the crucial success
factors upon these problems for improving PPP system in Turkey should be
identified under the light of the ideas of the experienced professionals in the sector
from public and private sector participants so that the possible problems would be
prevented before arising. In addition, the identified problems and related success
factors will provide an opportunity for developing a new PPP system by receiving

the opinions of industry professionals from both public and private sector.

In this thesis a multi directional approach was followed on the evaluation of PPP
sector in the Turkish construction sector. According to the researches conducted in
various countries, results of the survey applied to PPP sector professionals in Turkey
and interview results with the pioneers of sector, it was aimed to determine the
critical problems faced during the realization of PPP projects and the critical solution

factors for improving PPP system in Turkey.

Before analyzing the importance of main problems faced during the realization of
PPP projects, the private sector participants were asked for the scoring their company
to evaluate success in some PPP project steps they have been involved at Turkey.
According to the scores they have given their company, the most successful area of
the companies in carrying out PPP projects is the “Management of Operating

Period”.
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Operating cost overrun, lower income, with respect to initial target, higher and
frequent maintenance cost than expected are located among the important risks that
can be faced during the operation period of projects. The successfully management
of this phase, mainly depends on detailed planning at initial phase of the project and
also the quality and efficiency of operation. According to 75 % (4 or 5 score) of
participants, it can be said that investor companies in Turkey are successful in these
areas. In addition to the this questionnaire, taking into account the steps they have
been involved, both the public and private sector participants were asked for scoring
their institution/company to evaluate success in selected PPP project which would be
evaluated for problems. According to the analysis results, the “The Management of
Operating Period” of the projects was again appreciated by the participants as the

most successful part of the projects which scored around 72 % (4 or 5 score) .

According to the reviewing studies in literature and interview results with the
pioneers of sector, the importance of main problems in carrying out PPP projects was
searched among pre-determined 30 questions and the most popular 3 problems are

determined by participants as follows respectively;

1. The lack of detailed preparation of public institute before tendering.

2. Formation of additional high cost and downturn in the financial
market as a result of simultaneously presentation of projects having
huge investment cost.

3. Inadequate planning and prioritization of projects before presenting to
the public.

Meanwhile, “Low bid bond criteria in the tender” is selected by the participants as
the least important factor.

These results indicates that detailed preparation of most of the PPP projects are not
done by public institutions before the tendering stage. Before determining the
project's implementation and financing model, it is not examined carefully that
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would it be appropriate to carry out a project with the traditional method or the PPP
model. Moreover, although the help of some public institutions are received, these
would be only limited with the opinions of them. As a result of the inadequate
preparation, tenders are cancelled or postponed to the later. In addition to this,
international investors can not be brave for participating PPP projects in Turkey
considering these risks. Interpretative issues located in tender documents or process
due to this lack of preparation, projects would face with delay and financial losses.
That is why “The lack of detailed preparation of public institute before tendering”

will be selected as the most important problem.

Financing PPP projects is difficult for both public and private sides especially after
2008 financial crisis. These projects require huge investments and therefore it is not
easy providing enough credit for banks. Nevertheless, the presentation of PPP
projects at the same time, causes the downturn in the financial market and additional
high cost since the companies look for finance at the same time and so artificial
demand in market causes increasing cost of credit. In addition to that, the investor
winning the tender could not find required finance and this also causes extension or
cancellation of tenders in last years. This does not leave good impression on foreign
investors also. Therefore, “Formation of additional high cost and downturn in the
financial market as a result of simultaneously presentation of projects having huge

investment cost” is another problem considered as important.

“Inadequate planning and prioritization of projects before presenting to the public” is
also evaluated among the most important three problems in PPP sector. For instance,
as it was mentioned, the harbor & marina projects are transferred to the private sector
with operation right transfer, however; at the same time, the public sector also
declared that a new port construction investment will be launched in close distance.
As a result, since the risks of project can not be calculated correctly without future
projection, the national economy is harmed and foreign investors keep away from

projects.
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The 30 questions were prepared with the aim of identifying “critical success factors”
for improving PPP system in Turkey and responses given by participants shows that
the most popular 3 responses obtained from the questionnaire are as follows

respectively;

1. The large-scale PPP projects should be tendered with prioritization by
feasibility and requirement analysis.

2. Public institutions should collaborate in the planning and coordination
of investments to be realized with PPP model.

3. Detailed pre-work has to be done before the tendering of projects by
public institutions and realistic and detailed project feasibility studies

should be prepared.

“PPP model should be included in the scope of the Public Procurement Law with

4734 No” was selected as the least important one by the same group.

According to the previously carried out researches and interviews with experienced
professionals in the sector, the results are similar with expectations. The priority
solution for improving PPP system has located in public sector’s hand. Projects
should be handled with detailed planning and prioritization before opening to tender
by public institutes. Sectorial master plans including cost-benefit analysis should be
carried before presenting to the large-scale PPP projects to the market. In addition,
objective feasibility studies should be done on an international scale. Expression of
risks with numerical values and analyzing their effects in accordance with
international standards is also an important issue to be handled. Monte Carlo
simulation technique used in debt management at “Undersecretariat of Treasury” is
an example that would be followed about this issue. Moreover, the public institutions
should collaborate in planning and coordination of the investments. At this stage, the
establishment of central PPP unit responsible for this coordination has a crucial

importance.
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PPP as it is accepted in the international area is a complex model requiring high
expertise. In accordance with the researches, questionnaires and interviews, it can be
said that if its management can not be provided successfully from the “beginning” of
projects with a comprehensive legal framework, the following negative results will
always carry high risks of national economy and the loss of prestige on the eyes of
foreign investors. Therefore, taking into account the above research result, there is a
need for guiding public institutions by the New Supreme Board having specialized in
the field of PPP and holding coordinating qualifications. The example to such
institutions are found in the world. The United Kingdom is an example for these type
institutions in which the most common and successful studies are carried out without
interruption even in the period of successive governments. Under the light of the
private sector contribution and international experiences, this establishment should
have the authority and experience in order to coordinate PPP projects and provide
necessary guidance. In this research, the general evaluation was done about the
problems and corresponding solutions in PPP sector at Turkey. A further study
should be carried out for detailing these problems and solutions by sub
categorization. In addition, further research can be focused on case studies of various
PPP projects that were completed in Turkey. Thus, both public and private sectors
learn lessons from the results of these researches which verify and enrich the

applicability and reliability of the CSFs identified in this study.
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APPENDIX A

THE FINAL QUESTIONNAIRE

A) GENERAL INFORMATION ABOUT PARTICIPANTS

1. The name of your institution/company:
2. The email address:
3. Years of experience in construction industry:
4. Years of experience in PPP projects:
5. What is the sector that you are working?
O Public (Central Administration) O Private (Investor)

6. What is the no of workers in your company? (only for private sector)

B) THE EXPERIENCE OF YOUR COMPANY WITH THE PPP
PROJECTS (only for private sector)

1. Years of experience in PPP projects at Turkey:
2. Please score your company in average for the success about the conducted or
completed PPP projects in Turkey: (1-very unsuccessful 5 — very successful)
a. Funding in Appropriate Conditions and Time
0102030405
b. Design Process Preparations
0l o203 0405
c. The Completion of Investment in the Period of Contract

0l 023 o4 a5
d. Profitability of the Project
0l o2o3 0405
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e. Management of Operating Period

0l o203 0405

C) THE INFORMATION ABOUT THE PROJECT TO BE EVALUATED

1. What is the type of selected PPP project?

O Build-Operate-Transfer
O Build-Operate
O Operation Right Transfer

O Build-Lease-Transfer

2. What is the sector of selected PPP project?
O Highway
O Airport
O Harbour & Marina
O Custom Facility & Custom Gate
O Industrial Facility & Urban Infrastructure

O Health Facility

3. Please score your institution/company in average for the success about the
conducted or completed PPP projects in Turkey:

(1-very unsuccessful 5 — very successful)

a. Legislative Preparedness
0l o203 04 05

b. Project Planning — Prefeasibility Preparation
0l o203 04 05

c. Project Planning — Prefeasibility Evaluation

0l o203 04 05
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d. Preparation of Tender Documents
0l o203 04 05

e. Funding in Appropriate Conditions and Time
0l o203 04 05

f. Design Process Preparations
0l o203 04 05

g. The Completion of Investment in the Period of Contract
0l o203 04 05

h. Profitability of the Project
0l o203 04 05

i. Management of Operating Period

0l o203 04 05

D) THE MAIN PROBLEMS ENCOUNTERED IN CARRYING OUT PPP
PROJECT
Please give your opinions about the importance of problems for the selected

PPP project in previous part. (1-less important 5 — most important)

e Inadequate planning and prioritization of projects before presenting to the
public in the sector of selected project
0102030405

e Formation of additional high cost and downturn in the financial market as a
result of simultaneously presentation of projects having huge investment cost
in the sector of selected project
0l o203 0405

e The lack of cooperation in project planning and coordination among the
public institutions
0l o203 0405

e The lack of detailed preparation of public institute before tendering

0l o2o0304 05
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The incompatible legal process with the project's needs

0102030405

Tendering with general, unclear, open-ended specification and contract

0l o203 0405

The problem of municipal plan between investor and municipality during the
project design work

0l o203 0405

The lack of realistic data in the prepared pre-feasibility report

0l o203 0405

The lack of comparative economic and financial analysis, in order to realize

project with PPP model instead of tradional methods. (Public Sector

Comparator)

0l o203 0405

Not taking the opinions of citizens, companies ,other stakeholders and non-
governmental organizations to be affected from the project

0l o203 0405

The absence of as-built projects while realizing tenders

0l o203 0405

Insufficient usage of consultants during the preparation of tender files for
project

0l o203 0405

Insufficient number of investors participating tender

0l o203 0405

The low interest of international investors for participating tender

0l o203 0405

The lack of adequate evaluation of performance and quality criteria in
addition to operation period or monetary criteria in the tender

0l o2o0304 05
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Low bid bond criteria in the tender

0102030405

Many changes in original tender documents with the addendums
0l o203 0405

Postponement of tender date

0102030405

The late notification of the tender result to the participants

0l o203 0405

The insufficient knowledge in PPP legislation about the objection mechanism

to the tender

0102030405

The lack of regulations in the contract of project having 20-30 years duration
to adopt the changing conditions

0l o203 0405

The high equity/loan ratio of project

0l o203 0405

The enforcement for the termination of contract even in little contradiction of
contract by investor

0102030405

Inadequate and unreliable contract and tender documents in the eyes of
creditors

0l o203 0405

Short-term maturity period for credits of finance institutions
0102030405

Not providing adequate financial support to the project by public (direct
credit supply, demand guarantee, treasury guarantee, refinancing guarantee,
etc.)

0102030405
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E)

Because of the foreign partners of Turkish banks, providing long-term

financing to the projects in limited amount

0l o203 0405

Not being made balanced distribution of financial risks in contract

0l o203 0405

The high cost of project financing

0l o203 0405

The continuation of design and construction phases of project at the same
time

0l o203 04 05

THE CRITICAL SUCCESS FACTORS TO IMPROVE THE
STRUCTURE OF THE PPP SYSTEM

Please give your opinions about the importance of factors for improving the
PPP system in Turkey. (1-less important 5 — most important)

The large-scale PPP projects should be tendered with prioritization by

feasibility and requirement analysis

0l o203 04 05

Public institutions should collaborate in the planning and coordination of
investments to be realized with PPP model

0l o203 04 05

Detailed pre-work has to be done before the tendering of projects by public
institutions and realistic and detailed project feasibility studies should be
prepared

0l o203 04 05

Public institutions should be identified principles for the assessment of PPP
projects and should share them with the public and public institutions

0l o203 0405
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Public institutions that perform successful projects should share their

experiences with other Public Institutions

0l o203 0405

Comparative economic and financial analysis should be made for
determining whether projects to be realized with traditional or PPP models
0102030405

PPP model should be included in the scope of the Public Procurement Law
with 4734 No.

0l o203 0405

A single framework PPP legislation should be prepared to cover the different
laws of PPP

0l o203 04 05

All PPP projects and Operation Right Transfer Projects which will be
realized under the applicable laws of Privatization Administration and other
Public Institutions should be arranged through private law contracts

0l o203 04 05

When projects are developed, the views of all interested parties that will use
and also be affected from that should be taken

0l o203 04 05

Institutional capacity of public institutions who work in the field of PPP
should be increased

0l o203 04 05

Competitions should be arranged for projects in order to obtain innovative
design of large-scale PPP projects which also preferred by people to be
affected from that

0l o203 04 05

Public institutions should make performance evaluation study for operational
period of PPP projects

0l o203 04 05
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Tenders should be done with the as-built project
0102030405

All institutions wishing to develop PPP projects should use experts and

professional consultants on an international scale

0l o203 0405

Under the specific rules projects should be developed and presented to the
public by the private sector

0l o203 0405

New PPP legislative work should include a greater number of investment
model

0102030405

In addition to financial criteria (operation period, rent price etc.),
performance criteria should be considered in tenders

0l o203 0405

Legal support should be provided to the bureaucrats against the cases due to
PPP tenders

0l o203 0405

Rates of the bid bonds should be increased

0102030405

The tenderers should be asked for credit letter of intent

0l o203 0405

Specifications and contracts in tender documents should be written clearly
and detailed

0102030405

Specifications and contracts in tender documents should be written in English
and Turkish

0l o203 0405

After the tender decision, contracts should not be signed until financial
closing or should enter into force with financial closing

0l o203 0405
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e Contracts should include necessary provisions for resolving disputes through

negotiation before going to trial or arbitration

0l o203 0405

e Public institutions should use technical consultants in project preparation and

planning processes
0102030405

e Public institutions should use technical consultants during the investment

process

0l o203 04 05

e Under the scope of alternative financing methods, there should be an option

in which public institution can be shareholder of investment companies
0l o203 0405

e Under the scope of alternative financing methods, project bonds should be

used
0102030405
e A central unit responsible for all PPP projects should be established
0l o203 0405
e Under which institution the central PPP unit should be located?
OMinistry of Development
O Ministry of Finance
O Undersecretariat of Treasury
O Privatization Administration
O A New Supreme Board
e What should be the structure of central PPP unit?
O Independent supreme board having the authority of tendering and
coordination
O Independent supreme board having the authority of coordination
O Public institution having the authority of tendering and coordination

O Public institution having the authority of coordination
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