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Economics of PPP and 
project financing

A

Prof. dr. Rasto Ovin
Faculty of Economics and Business
University of Maribor

Maribor, June 23, 2014

The story on public-private
partnership 

- Public goods vs. private goods – who provides them?

- Why include the private sector? THEOREM OF BUDGET 
RESTRAINT:

a) Private sector:
I’ = S’

a) Public sector
G + Bi = T + ΔB + ΔM   - causing the demant shock, 
therefore actually:
G + Bi = T + pΔB + pΔM 

Public-private partnership 

Definition:

Private sector is involved in infrastructure (assets and 
services) provision, which was traditionally provided by 
government (public sector).

Private investment in public projects and/or public 
investment in private projects, which are in public 
interest concerning infrastructure construction, 
mantainance and management. 

Abreviations: PPP, P3, PFI

PPP definition (2)
Definition of PPP in Great Britain:
- Long-term partnership, where public and private sectors are 

involved due to common interest. 

Several types of PPP in Great Britain: 
 Introducing private ownership in public companies (mergers, g p p p p ( g

transfer of a part of ownership) 

 Private finance initiative (PFI) or other agreements 
(concession, franchise), where public sector ensures by a 
contract that private sector will provide public services enabling 
transfer of knowledge and experiences of private sector into 
public services provision. 

 Franchising of public services for the market 
(market potential of public services is enriched by 
finance and knowledge of private sector).

PPP definition (3)
Definition of PPP in EU:

Different types of private and public sector cooperation with 
a common aim to design, construct, reconstract or 
mantainance of public infrastructure and provision of public 
services.services.

Green paper on public-private partnerships and community law 
on public contracts and concessions.

EU does not imply any legal requirements for member countries 
but there is the Green paper which provides basic guidelines and 
sugestions about PPP.

Basic characteristics of PPP
 Long-run partnerships of public and private sector on diferent 

levels of a planned project. 

 Methods of financing a project are complex, most often private 
and public sector are financing a project.

 There must be public interest for the implementation of a  There must be public interest for the implementation of a 
project.

 Public sector concentrates on requirements which have to be met 
in order to provide public services continuosly and quality 
assurance in services provision, and makes sure that the project 
is implemented in line with these requirements. 

 Distribution of risk among public and private sector – a 
part of risk is transfered to private sector, the distribution 
of risk depends on the characteristics of particular projects 
related to partners ability in risk management). 
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Public services
Public services are activities, which have to be provided in public 

interest under special regime due to several reasons: 

- Market failure (economic public services),
- These services must not be “left” to the market (social public 

services).

Social public services

Market mechanism could work properly but 
solidarity wouldn’t be provided and social 
problems could emerge. Due to social 
reasons government does not let these 
services be provided on the market. 

Cases: public health, mandatory education, 
social welfare, nursing endangered groups 
(orphanages, elderly people), cultural 
heritage, ...

Economic public services

In the case of public needs which cannot 
be provided by market mechanism, the 
government takes care of permanent and 
continuous provision of such public goods. 

Cases: postal services, public transport, 
services related to operating airports, 
ports, water supply, environmental 
protection,...

Infrastructure
 Economic infrastructure ensures key intermediate services to the 

economy, its main goal is to improve productivity and inovation. 

 Social infrastructure ensures basic services for households, its 
main goal is to improve quality of life and social welfare. 

Infrastructure
Physical 

infrastructure
Service 

infrastructure

Economic 
infrastructure

roads, highways 
bridges
ports

railway  
airport 

professional education 
financial institutions 

R&D support
tehnology transfers infrastructure

Social 
infrastructure

airport 
telecommunications 

energy

hospitals 
schools, kindergartens

housing for elderly 
prisons

water supply, 
sewage treatment

tehnology transfers 
export support

social welfare 
social services 
environment 
protection

Infrastructure and PPP
PPP includes:

 construction of new infrastructure (or reconstruction of existing 
one) including design, construction and financing by private sector 
on the basis of detailed specification of public sector with 
specified deadline and fixed price;

 long run relationship (among 25 and 35 years) for service provision 
at newly constructed or reconstracted infrastructure;

 income collection or public payment to the private partner in 
order to cover the initial investment taking into account risks 
involvement. 

Reasons for PPP
 Lack of public finance for implementation of all necessary 

projects and services.

 Maastricht criteria.

 Lack of infrastructure.

 Higher environmental standards.

 Higher expectations of citizens.

 Transfer of knowledge and experiences from private to public 
sector. 

Reasons for PPP (2)

 Financial and economic reasons: limited capability of public 
sector for investment. 

 Managerial and strategic reasons: public sector expects higher 
efficiency by corporate management and usage of business efficiency by corporate management and usage of business 
knowledge, while private sector expects comparative advantage 
in cooperating with public sector. 
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Goals of PPP
 Improvement of efficiency and quality of public services.

 More infrastructure investments.

 Transfer of efficiency from private to public sector. 

 Distribution of risk among private and public sector 
 A specific type of risk should be undertaked by the partner, which can 

manage that type of risk better.

What are PPPs?

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

Basic elements of PPP
- Public partner acting in public interest 

General government

Local government

- Private partner acting in private interest

- Business risk

Private companies

Risk identification

Risk alocation

Risk management

Drawing out the best from the 
public and private sectors

A partnership can function only where organizing the project between partners 
leads to a greater economic benefit than there would be otherwise.

One of the significant objectives of PPP is to ensure the common utility by co-
operation, open books, trust, negotiation, focusing on needs instead of demands, 
and the sharing of responsibility.

Tvarno, C. D. 2010. PPP: An international analysis – from a legal and economic perspective.

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

Drawing out the best from the 
public and private sectors

“ The main assumption for using partneships is that partners are not in a zero (or 
rather constant) sum game. By co-operating the total output is increased for a 
given level of resources” (R. W. McQuaid, The theory of partnerships: why have partnerships?)

Partnerships can increase both joint and individual efficiency through improved 
co-ordination.

Tvarno, C. D. 2010. PPP: An international analysis – from a legal and economic perspective.

The fundamental role of the 
government

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.
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The fundamental role of the 
government

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

The fundamental role of the 
government

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

The fundamental role of the 
government

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

The potential of the public 
sector

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

The contribution of the private 
sector

The public sector potential can only be partially released in the absence of the 
private sector. 

The private sector can expand opportunity through the following disciplines and 
skills:

Commercial incentives

Focus on customer requirements

New and innovative approaches

Business and management expertise

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.

PPPs enable public sector...

...

HM Treasury. 2000. PPP: The Government’s approach. London: The Stationary Office.



5

Cooperation among sectors
Cooperation due to common interest in which identity and 

responsibilities of both sectors remains in its basic frame. 
The purpose of cooperation for both partners should not be 

incompatible, sinergic partnership can provide higher efficiency and 
success. 

Advantages and risk for both 
partners

PUBLIC SECTOR

Advantages Disadvantages (risk)

Less government expenditure / higher 
efficiency 

The choice of private parter

Quicker realization of projects Long run commitment

Optimal realization of goals Complexity

Image improvement Conflic of interest / political risks

PRIVATE SECTOR

Advantages Disadvantages (risk)

New markets opportunities Long run commitment (stability)

Attractiveness of public business partners Long duration in decision making

Higher chances for success False competitiveness 

Expected profit Conflic of interest

Public-private partnership

Public procurement Privatization

Concession

Management contracts

Joint investment

DBFO

BOT

Source: Groff Ferjančič 2004.

More private, less public control

Traditional procurement vs PPP

The (expected) cost of traditional procurement vs. PPP’s:

• An ilustration:

PPP Traditionally procured project

200

300

m
il

li
o

n

200

300

m
il
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o

n

Maintenance & Operation
Maintenance & Operation

Construction Construction

28

Traditional 
procurement

PPP

Construction Maintenance & Operation

Total cost

0

100

E
U

R
 

Year

0

100

E
U

R
 

Year

Maintenance & Operation

Summary of selected key characteristics and incentives

Traditional PPP

Input specification (Buildings) Output specification (Services)

Public Debt - On balance sheet Public Debt – Possibility for off-balance sheet

Cost expressed ex-post  (are unknown at the 
decision to build)

Cost expressed ex-ante

No LCC efficiency gains Stimulates LCC

Traditional procurement vs PPP

29

y g

Low cost of financing High cost of financing

Possible scope changes Restricts scope changes

Disables innovation Enables Inovation

Universal approach Limited in application

Limited transparency and accountability   
(depends on public interest)

Increased transparency and accountability   
(depends on public interest)

Ultimate risk of service provision lies with the state Ultimate risk of service provision lies with the state

What is wrong with traditional 
public procurement

In UK, there is a history of conventional projects which have overspent their 
original budget, or which have been delayed. For example:
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The main objectives of PPP...

...are to:

Reduce cost and price,

Increase quality,

Reduce the risk,

Reduce failures,

Improve co-ordination and

Share capacity between both sectors.

The main benefits of PPP...

1. Public Private partnerships could increase and provide greater 
infrastructure solutions.

2. It will offer faster project completion and reduced delays on infrastructure 
projects.

3. The Public private partnerships return of investment (ROI) is greater when 
compare to traditional methods, due to innovative design and financing 
approaches.

4. Public private partnerships identify the expected life-cycle cost analysis 
and schedules the operation and maintenance component of the project, 
programming their cost and expected devaluation.

The main benefits of PPP...

5. Risks are weighted from initial conceptual stages to determine the feasibility 
of a certain project

6. The operational and project execution risk is transferred totally to the 
private sector, leaving the public component on a win-win situation

7. Public private partnership is a concept where early completion is expected 
under expected budget, reducing the claims and change order process

8. PPP allows government funds to be re-directed to other important socio-
economic areas

The main benefits of PPP...

9. Reduces government budget and budget deficits.

10. High quality standards should be obtained and maintain through expected 
life-cycle of the project

11.Public Private partnership allows a reduce tax payment from users

12.Allows the government to direct the expected function of the project in 
accordance to their own interests

The disadvatages of PPP...

1. Every Public private partnership has risks involved, and the government will 
pay the price to transfer those risks to the private sector.

2. Certain situations can affect the purity of the process due to specialized areas 
being improved, reducing the number of contractors available to 
perform the requested projects

3. Profits of the projects can vary depending on the assumed risk, competitive 
level, complexity and volume of the project being performed

4. There is a slight risk that the proposed contracting alternative being 
offered is not the best suited option.

5. Government representative must be highly specialized personnel and 
contracting experts.

PPP and privatization

Privatization:

- Transfer of ownership of assets

PPP:

- Transfer of assets

PPP is not privatization (some types of PPP are very close).

- Public services keeps only 
legislative function 

- Public sectors withdraws from the 
activity

- Trasfer of risks

- Trasnfers of prizes

- Ownership interest

- Public sector keeps 
responsibility for policy 
conduct and size of 
services

- Risks distrubution

- Prize distribution

- Partnership
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PPP models

PPP contracts:

 Public procurement contract

 Management contract

 Lease contract

 C  f  BOT (b ild f ) d i i Contract of type BOT (build-operate-transfer) and variations

 Service concession

Institutionalized PPP – cooperation of public and private sector within 
a certain legal entity :

 Legal entity with ownership shares of public and private sector

PPP models
Line of risk transfer from public to private partner

er

Service concession (20-30y)

BOO contract (15-30y)

Time

R
is

k 
of

 p
ri

va
te

 p
ar

tn
e

Public procurement contract (6m-2y)

BOT contract (15-30y)

Lease contract (10-15y)

Management contract (3-5y)

BOT and BOO contracts
 Greenfield investment, huge infrastructure projects –

construction of new infrastructure or extensive renovation of 
existining infrastructure. 

 Public sector provides only land; construction and financing are 
conducted by private sector.

 Period 15 30 years Period 15 – 30 years.

 Cases when public sector has no funds to finance infrastructure 
projects. 

 Two type of contracts:

• BOT (build-operate-transfer) and variations,

• BOO (build-own-operate) and variations.

The difference is in the transfer of the ownership rights: in BOT 
public sector gains the ownership of constructed infrastructure, in 
BOO private sector remains the owner of the infrastructure after the 
construction. 

Variations of BOT contracts
 DBOT (design–build–operate–transfer)

 DBFO (design–build–finance–operate) 

 BT (build-transfer)

 BOOT (build-own-operate-transfer)

 BTO (build-transfer-operate)

 MOT (modernize-own/operate-transfer) in ROT (rehabilitate-
own/operate-transfer) 

 BOR (build-operate-renewal)

 BTL (build-trasfer-lease)

 BRT (build-rent-transfer)

 BLOT (build-lease-operate-transfer).

Variations of BOO contracts

 ROO (rehabilitate–own–operate)

 BBO (buy-build-operate)

 DBFO (design-build-finance-operate)

 DCMF (design-construct-manage-finance)

Typical concession structure

Special Purpose Vehicle
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Special purpose vehicle
The project company (SPV=special purpose vehicle)

Infrastructure 
project

Project 
company - SPV
(concession holder)

Main characteristics:

• In terms of ownership, it’s a private company like any other, solvency, 
capital adequacy and adequate returns have to be maintained.

• It is a Special Purpose Vehicle – a company, started for the execution and 
operation of the project, which extinguishes with the transfer of the 
infrastructure to the state/end of concession.

• Due to large capital requirements, it is usually a highly debt leveraged 
enterprise (for eample 5 % equity and 95 % debt capital).

43

Types of PPPs
Operation and Maintenance

The private component of the partnership operates 
and maintain the installation of the project, while the 
public agency acts as the owner of the project.

TraditionalTraditional

The public component of the partnership acts as a 
contracting officer; look for funding, and has the 
overall control over the project and its assets.

Types of PPPs
Design-Build

The private partner designs and builds the facility; 
while the public partner provides the funds for the 
project, and has control over the possession and assets 
generated by the project.

Design-Build-Operate

The private partner designs, builds, and operates the 
facility or project. The public partner acts as the 
owner of the installation and get the fund for 
construction and operation.

Types of PPPs
Design-Build-Operate-Transfer

The private partner designs, builds, and operates, for 
a limited time, the project, and after that specific 
period of time, the facility is transferred to the public 
partner.

Design-Build-Finance-Operate

The private sector provides finance, design, build, 
possess and operates the project, while the public 
partner only provides funding while the project is being 
used or active.

Types of PPPs
Build-Transfer-Operate

The private partner builds and transfers the project 
to the corresponding public partner. Afterward, the 
public partner chooses to lease the operation of the 
facility to the private sector, under a long-term leasing 
agreement.g

Build-Own-Operate-Transfer

The public partner builds, possess and operate the 
project for a limited time, until some time when the 
installation is transferred, free of charge, including 
ownership to the public agency.

Types of PPP from financial
point of view

Type Costs are covered by: 

Free-standing PPP End users

P tl f t di PPP P tl d d tl bli tPartly free-standing PPP Partly end users and partly public partner

Public service PPP Public budget (availability payments)
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Keys for successful PPPs 

Ter-Minassian, Teresa. 2006. The Economics of PPP. IMF: Fiscal Affairs Department.

Keys for successful PPPs 

Ter-Minassian, Teresa. 2006. The Economics of PPP. IMF: Fiscal Affairs Department.

Keys for successful PPPs 

Ter-Minassian, Teresa. 2006. The Economics of PPP. IMF: Fiscal Affairs Department.

Keys for successful PPPs 

Ter-Minassian, Teresa. 2006. The Economics of PPP. IMF: Fiscal Affairs Department.

PPP and gov‘t budget

Impact of PPP to the government budget depends on type
of risks taken by public and private partner.

Eurostat defined three types of risks:Eurostat defined three types of risks:
- construction risk,
- availability risk,
- demand risk.

PPP and gov‘t budget

Funds invested in a project are defined as:

non-public, when… public, when…

…private partner takes most of the
i i k d  h  i  

…public sector takes construction risk
costruction risk and at the same time 
most of the availability risk or demand
risk

…public sector takes construction risk
or private sector takes only
construction risk and no other risk

Important impact to public finance  budget deficit and public debt.

Initial investment funds are 
accounted as public investment
in assests. 
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Typical PPP project lifecycle

Kerali, Henry: PPP-lessons from the roads sector, World Bank

Good practices in PPP 
process 

OECD* recommendations are related to :

1. Affordability

2. Value for money

3. Fiscal rules and expenditures limits

4 Ri k h i4. Risk sharing

5. Competition and contestability

6. Budget documentation and transparency

7. Institutional capacity: the PPP unit

8. Public sector comparator

9. Political support

OECD. 2008. Public-private partnerships: In pursuit for risk sharing and value for money.

Good practices in PPP 
proces 

1. Affordability

- benchmark for PPP,

- whether or not a project falls within the intertemporal
budget constraint of the government. If it does not, then the

j i  ff d blproject is unaffordable.

Good practices in PPP 
proces 

2. Value for money

- benchmark for PPP,

- must be a primary objective of PPP design,

- The optimal combination of quality, features and price,The optimal combination of quality, features and price, 
calculated over the whole of the project‘s life.

A PPP project yields higher value for money compared to 
traditional public procurement if it provides better features, 
higher quality or lower life-cycle costs.

Higher value for money is mainly obtained through risk transfer, 
competition and use of private sector management skills.

Good practices in PPP 
proces 

3. Fiscal rules and expenditures limits

The issues of affordability and necessity for the government to 
operate within the boundaries of its intertemporal budget

i h ld  b f d i h fi l l  diconstraint should not be confused with fiscal rules, medium
term expenditure frameworks or budgetary limits imposed
either legaly or as political commitments. 

Getting a PPP project off the books is not a valid argument for
taking the PPP route.

Good practices in PPP 
proces 

4. Risk sharing

… plays a fundamental role whether a PPP will yield value for
money.

Risk is an important part of the incentive mechanism for the
private partner to be as efficient as possible  risk sharing is 
a key feature for a successful PPP.

Risk must be carried by the partner best suited for carrying the
risk (at least costs).

 Efficiency improves through adequate risk sharing.

 Risk sharing is also a key features when classifying a project 
as a PPP or as traditional procurement.
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Good practices in PPP 
proces 

5. Competition

… key elements to ensure an effective trasfer of risk to the
private partner. 

 competition for the market (i e  in the bidding process)… competition for the market (i.e. in the bidding process),

… competition in the market once the contract is  concluded
and in operation,

In the absence of competition effective risk transfer will not 
occur, which means that value for money improvements will
not be realised.

Good practices in PPP 
proces 

6. Budget documentation and transparency

Budget documentation must disclose all information about PPP 
in a tranparent way.

Th i f i h ld i l d h d h hThe information should include what and when the
government will pay, and full details of guarantees and
liabilites.

The information should preferably be disclosed at the same 
time as the results of the long-term fiscal analysis that shows
the long-term effects of PPP contracts.

Good practices in PPP 
proces 

7. Regulatory and legal framework

Usual procurement legislation is often inadequate for PPPs.

During all stages of PPP process, there must be a clear and
transparent legal framework that both parties must trust. 

Clarity in the regulatory framework will also help minimise the
risk of corruption and prevent unethical behaviour.

If possible contract should be standardised to improve clarity
and reduce transaction costs.

As PPP contracts are long-term commitments and demand for
public services can change, clear rules for negotiation must be
applicable to all parties.

Good practices in PPP 
proces 

8. Institutional capacity: the PPP unit

Government needs proper institutional capacity to create, 
manage and evaluate efficient public-private partnerships.

There is also a need for capacity to provide expertise andThere is also a need for capacity to provide expertise and
support to public parties involved in PPPs

 PPP unit can fulfil these functions: it should be equipped 
with expertise to set up and negotiate PPP contracts and 
support public bodies responsible for the process of the PPP 
projects.

Good practices in PPP 
proces 

9. Public sector comparator

…will improve the scrutiny of PPP projects and improve the
assessment of value for money.

Good practices in PPP 
proces 

10. Political support

… is necessary from the highest level and preferably also
across party political lines, as PPP contracts usually last 
longer than the elected term of governments.g g
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Public-private partnership 
Main points:
- special purpose vehicle
- output based vs input based specification
- BOT, BOO
- costs overruns(?)costs overruns(?)
- PPP vs traditional financing (public procurement)
- public interest
- PPP unit
- transfer of risk
- transfer of knowledge and experience
- value for money

dr. Rasto Ovin
Faculty of Economics and Business

University of Maribor

Maribor, June 23, 2014
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Modul

Traditional provision of 
public service

Public service identification

• service which is provided by government to 
people living within its jurisdiction, either 
directly (through the public sector) or by 
financing provision of services

• is associated with a social consensus that is associated with a social consensus that 
certain services should be available to all, 
regardless of income

• public services often includes:
Electricity, Education, Environmental protection, Fire 
service, Gas, Health care, Law enforcement, Military, 
Postal service, and so on....

Principles in the provision of 
public services

• Organizational
– forms between public and private ownership:

• in house providing
• material privatization-absolutely or partially
• functional privatization-outsourcing (delegation)

– processes of privatization, remunicipalization

• Operational
– modality and contents (price, quality)

• political logic
• economic logic

Types of providing

Public Mixture Private

• Government
• Ministries
• Agencies

• Outsourcing
• PPP
• Vouchers

• Companies
• Non-profit 

organizations

Public or private providers of 
public services?

• Not affected expectations 
associated with 
privatization

• Acquired entrepreneurial 
skills by authorities and 
municipal companies
R di d ti   • Rediscovered action scope 
by operating services on its 
own behalf

• Changes in perception, 
thinking, value adjustment

• Pressure of the law of EU
• Effectivity and efficiency

Market type mechanisms
They encompass all arrangements where at least one significant 
characteristic of markets is presented. According to this definition we 
are talking about:
• Outsourcing-practice whereby governments contract with private 

sector providers for the provision of services to government 
ministries and agencies, or directly to citizens on behalf of the 

tgovernment.
• Public-private partnerships-refer to arrangements whereby the 

private sector finances, designs, builds, maintains and operates 
infrastructure assets traditionally provided by the public sector.

• Vouchers-separate the provision of public services from its 
financing. They have been used for the provision of low-income 
housing assistance, primary and secondary education, child care 
services and care for elderly.
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Outsourcing and types of 
outsourced services

• The goal is to increase efficiency by 
introducing a competitive environment for 
the provision of the services.
– Blue collar support services-government is pp g

absolutely withdrawn
– High value professional services-ancillary service 

to the core mission of the ministry or agency
– Services previously conducted by the 

government-these activities are inherently view 
as governmental services (activities)

Outcomes and obstacles
• Expected outcomes are in:

– cost reduction
– accessing expertise not available in-house to meet one-off needs
– accessing expertise on a long-term basis in order to be able to vary its 

quantity and mix over time
– replacement current government operations in extreme cases where 

their provision is unsatisfactory
• Obstacles associated with outsourcing

– private sector involvement into traditional government activities
– wide-range of activities that can be outsourced
– independence from government employees, unions and political allies
– lack of tight budgetary restrictions
– generate governance concerns of the accountability

Nature of outsourced 
contracts

• Prescriptive and process oriented
• Focused on outputs and outcomes
• Prerequisites for successful outsourcing

– ensuring competitive supplier markets
– avoiding from over-reliance on a single supplieravoiding from over reliance on a single supplier
– ensure same conditions for all contractors
– compliance with the terms of the contract
– compliance with contract prices
– established boundaries for flexibility
– ensure transparency
– elaboration of redress instruments

Measuring public sector 
productivity

• Productivity is generally defined as a measure of the amount 
of output generated per unit of input.

• The output of the government sector has been measured as 
of value equal to the total value of inputs.

• Widespread definition of productivity in public sector is what 
value can I as a citizen get from spent public funds.

• Inputs:
– labour
– procurement of goods and services
– capital consumption

• Outputs:
– outcomes of selected (examined) input

APPROACHES TO PUBLIC 
PERFORMANCE AND EFFICIENCY 
MEASUREMENT

Afonoso, Schuknecht, Tanzi
approach



3

Netherlands Social, Cultural 
and Plannig Office study

• Education-achievement and attainment
• Health care-life expectancy, infant 

mortality, proportion of healthy life years 
and general feeling of good health

• Law and order quotient of the number of • Law and order-quotient of the number of 
convicted suspects, numbers of the police, 
public prosecutions department and criminal 
courts, number of prisoners per prison guard

• Public administration-level of the 
bureaucracy, transparency, effectiveness 
and corruption

World Bank and OECD 
governance indicators

• Voice and accountability
• Political instability and violence
• Government effectiveness
• Regulatory quality
• Rule of law
• Control of corruption• Control of corruption

• Inputs,
• Processes,
• Outputs,
• Outcomes
• Antecedents

Example of performance 
indicators for schools

THE ROI CONCEPT

ROI Characteristics of value
• must be balanced, with qualitative and quantitative 

data
• must contain financial and non-financial perspectives
• must reflect to strategic and tactical issues
• must represent different time frames
• must satisfy all key stakeholders
• must be consistent in collection and analysis
• must be grounded in conservative standards
• must come from credible sources
• must reflect efficiency in its development
• must create a call for action
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Value chain

Input
Reaction

and planned
action

Learning
and 

confidence

Application and 
Implemntation

Business 
impact ROI

Shift from activity to result 
based valuing

Activity based
• No business need for the program
• No assessment of performance 

issues
• No specific measurable objectives
• No effort to prepare program 

ti i t t  hi  lt

Result based
• Program linked to specific business
• Assessment of performance 

effectiveness
• Specific objectives for application 

and business impact
R lt  t ti  i t d participants to achieve results

• No effort to prepare the work
environment to support application

• No efforts to build partnerships 
with key managers

• No measurement of results or ROI
analysis

• Planning and reporting are input 
focused

• Results expectations communicated 
to participants

• Environment prepared to support
application

• Partnerships established with key
managers and clients

• Measurement of results and ROI 
analysis

• Planning and reporting are outcome
focused

Benefits of ROI

Reactive

• Show contributions of 
selected programs

• Justify/defend budgets

Proactive
• Aligns learning to business 

needs
• Earn respect of senior 

management
• Identify inefficient 

programs that need to be 
redesigned or eliminated

management
• Improve support for 

projects
• Enhance design and 

implementation processes
• Identify successful 

programs that can be
implemented in other areas

The ROI Methodology

Develop/
Review

Objectives of
Solution

Develop
Evaluation
Plans and

Baseline Data

Collect Data
During

Solution
Implementation

Collect Data
After

Solution
Implementation

Isolate the
Effects of 
Solution

Convert Data
to Monetary

Value

Calculate the
ROI

Generate
Imapct Study

FISCAL DECENTRALIZATION

Fiscal decentralization

• Decentralization-process of redistributing or 
dispersing functions, powers, people or things 
away from a central location or authority

• Fiscal decentralization-process of redistributing 
finance responsibility to a lower levels of finance responsibility to a lower levels of 
governance

• Forms of measuring quality in public services 
after decentralization
– Input based
– Process-oriented
– Outcome based
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Quality of public service under 
the fiscal decentralization

• better targeting of public spending
• better knowledge about local needs and 

preferences
• impact on incentive structure and accountability 

of governments and public providersof governments and public providers
• accountability derived from local taxes (income)
• increasing form of competition between 

jurisdictions
• economical and political autonomy

Ing. Jakub Kintler, PhD.
E i i it B ti l

THANK YOU FOR YOUR
ATTENTION

Economic university Bratislava
Faculty of management
Department of business and administration



 

 

 

 

 

 

 

 

 

 

 

International markets and PPP I 

and II 



1

Modul

International Markets and PPPs II

Romana Korez‐Vide, PhD, Assistant Professor

A

Outline

 A quick introduction to PPP (UNECE)
 The origins of PPPs, potential risks and benefits of PPPs
 PPPs support institutions around the world
 Private participation in infrastructure around the world
 EU financial sources for PPPs (within and outside the EU)
 PPPs in figures (2012)
 PPP M k M i PPPs Market Maturity
 Institutional and legal aspects of PPPs in EU
 EU Financial Support for PPPs in “smart R&D investments”
 The „European Future Internet“ PPP

A QUICK INTRODUCTION TO 
PUBLIC‐PRIVATE PARTNERSHIP

Source: UNECE ‐ United Nations Economic Commission for Europe, 
G id b k i d iGuidebook on promoting good governance in PPP ‐

video presentation

http://ppp.gov.ph/?page_id=6375

 Pressure to change the standard model of public
procurement arose initially from concerns about the
level of public debt, which grew rapidly during 1970s
and 1980s. The advancement of PPPs, as a concept and
a practice, is a product of the new public management

THE ORIGINS OF PPPs

of the late 20th century and globalization pressures.

 Much of PPPs activity begun in the early 1990s in the
UK, after the private Finance Initiative (PFI), as the first
systematic programme aimed at encouraging PPPs, was
introduced.

 Exploring PPPs as a way of introducing private sector technology
and innovation in providing better public services through
improved operational efficiency.

 Incentivizing the private sector to deliver projects on time and

POTENTIAL BENEFITS OF PPPs I

imposing budgetary certainty by setting present and the future
costs of infrastructure projects over time.

 Utilizing PPPs as a way of developing local private sector
capabilities through joint ownership with large international firms,
as well as sub‐contracting opportunities for local firms.

 Using PPPs as a way of gradually exposing state owned
enterprises and government to increasing level of private
sector participation (especially foreign).

 Creating diversification in the economy by making the country
more competitive in terms of its facilitating infrastructure base

ll b b d d d

POTENTIAL BENEFITS OF PPPs II

as well as giving a boost to its business and industry associated
with infrastructure development.

 Supplementing limited public sector capacities to meet the
growing demand for infrastructure development.

 Extracting long‐term value‐for‐money through appropriate risk
transfer to the private sector over the life of the project – from
design/ construction to operations/ maintenance.
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 Development, bidding and ongoing costs in PPP projects are likely
to be greater than for traditional government procurement
processes ‐ the government should therefore determine whether
the greater costs involved are justified. A number of the PPP and
implementation units around the world have developed methods
for analysing these costs and looking at Value for Money, e.g., UK
Treasury

POTENTIAL RISKS OF PPPs I

Treasury.

 There is a cost attached to debt – while private sector can make it
easier to get finance, finance will only be available where the
operating cashflows of the project company are expected to
provide a return on investment (i.e., the cost has to be borne
either by the customers or the government through subsidies,
etc.)

 Some projects may be easier to finance than others, some
projects will generate revenue in local currency only (eg
water projects) while others (eg ports and airports) will
provide currency in dollar or other international currency and
so constraints of local finance markets may have less impact.

POTENTIAL RISKS OF PPPs II

 Some projects may be more politically or socially
challenging to introduce and implement than others ‐
particularly if there is an existing public sector workforce that
fears being transferred to the private sector, if significant
tariff increases are required to make the project viable, if
there are significant land or resettlement issues, etc.

POTENTIAL RISKS OF PPPs III

 There is no unlimited risk bearing – private firms (and their
lenders) will be cautious about accepting major risks beyond
their control, such as exchange rate risks/risk of existing assets.
If they bear these risks then their price for the service will reflect
this.

 A clear legal and regulatory framework is crucial to achieving a
sustainable solutionsustainable solution.

 Given the long‐term nature of these projects and the
complexity associated, it is difficult to identify all possible
contingencies during project development and events and
issues may arise that were not anticipated in the documents or
by the parties at the time of the contract. It is more likely than
not that the parties will need to renegotiate the contract to
accommodate these contingencies.

 The European PPP Expertise Centre (EPEC) is a collaboration
between the European Investment Bank (EIB), the European
Commission, and European Union member and candidate
countries

The most important PPPs support organisations 
around the world

European PPP Expertise Centre (EPEC)

countries.

 Its primary mission is to strengthen the organizational capacity
of the public sector to engage in PPP transactions, by allowing
PPP taskforces in EU Member and Candidate countries to share
experience and expertise, analysis and best practice relating to
PPP transactions. This experience is then disseminated in terms
of practical and operational guidance. Membership in EPEC is
exclusively for the public sector. EPEC was founded in 2011.

 The EIB is a non‐profit making and policy driven bank and limits its
activities to offering long‐term loans for investment projects. The
EIB has no specific preference for lending to public or private funds
but has been promoting a larger use of PPPs.

 The EIB cannot lend more than 50% of the total cost of any
individual project. The bank promotes its role as a complementary
financial intermediary alongside other funders i e commercial

European Investment Bank (EIB)

financial intermediary alongside other funders, i.e. commercial
banks and capital markets.

 The EIB has traditionally borrowed to co‐finance public infrastructure
developments in member states, especially those receiving EU
regional development grants. It has also borrowed for projects outside
the EU.

 EIB involvement in any project is considered as a strong guarantee
for commercial banks in their decision to finance parts of a PPP.

 provides support to governments on developing the enabling
environment for PPPs and sector reform, through technical
assistance and as part of broader sector support facilities or facilities
to support the development of PPPs;

 supports a number of knowledge management tools and
collaborates on initiatives to support governments (eg Infrastructure

The World Bank Group

collaborates on initiatives to support governments (eg Infrastructure
Resource Center)

 provides financing to governments seeking to support specific
projects or PPP and provides partial risk guarantees and credit
guarantees to projects in client countries (risk mitigation by IFC
(International Finance Corporation) and MIGA (Multilateral
Investment Guarantee Agency)
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 The main objective of CECI in this area is to increase the
expertise of governments to identify, negotiate, manage and
implement successful PPPs projects. This will be done
through exchange of knowledge and experiences of PPPs by
member States, including experts from public and private

United Nations Economic Commission for Europe (UNECE),
Committee on Economic Cooperation and Integration (CECI)

sectors, particularly in the identification and testing of best
practice.

 The activities will result in guides on best practice, studies
and innovative tools that can be used in capacity‐building
programmes and training. To achieve its objectives, CECI
organizes meetings and conferences, drawing on the expertise
of an international network of experts in the area of PPPs.

 C.R.E.A.M. Europe PPP Alliance embraces the full spectrum of infrastructure
sectors including transport; utilities (energy, water and telecommunications);
social infrastructure (schools, hospitals, housing etc.) and general property at
the national, state and local levels;

 The main mission of C.R.E.A.M. Europe PPP Alliance is to provide support in
the implementation of PPP projects and to provide a neutral forum to assist
government organizations (at Central, Regional and Municipal level)

C.R.E.A.M. Europe PPP Alliance

developing PPP policies to engage with the private sector;

 The alliance aims to develop and encourage internationally recognized and
best practices in PPP processes to ensure that European projects attract
appropriate investment internationally and locally;

 C.R.E.A.M. Europe PPP Alliance is delivering different streams of services to its
members by the EuroPPP and MasterPPPlan initiatives, which are financed by
membership fees, development programmes and sponsoring.

GDA is a program of the United States Agency for
International Development (USAID). It was created in
2001 as a new way to effectively provide aid to
developing countries through PPPs: aligning public
resources with private capital, expertise and
networks to deepen development impact

The Global Development Alliance (GDA)

networks to deepen development impact.

GDAs mobilize the combined resources of
participating partners to stimulate economic growth,
develop businesses and workforces, address health
and environmental issues, and expand access to
education and technology.

http://ppp.worldbank.org/public-private-partnership/overview/international-ppp-
units#int'l

Other important organisations that support 
PPPs and PPPs units around the world

PRIVATE PARTICIPATION IN INFRASTRUCTURE AROUND THE WORLD

PRIVATE PARTICIPATION IN INFRASTRUCTURE AROUND THE WORLD
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PPPs as innovative financing solutions promoted by the EU, can
contribute to:

 facilitating projects in the public interest, notably infrastructures
and cross‐border public services;

 sharing financial risks and reducing the costs of infrastructure

PPPs within the EU – PPPs contribution

which are normally fully funded by the public sector;
 supporting sustainable development, innovation, research and

development through competition and commitments from
private enterprise;

 enlarging European companies’ market shares in government
procurement in countries outside the EU.

PPPs must be compatible with the rules of the EU as regards:

the operation of the internal market;
the Stability and Growth Pact;

PPPs within the EU – compatibility of PPPs
with EU rules

the Stability and Growth Pact;
Community legislation on public procurement and concessions;
competition rules, insofar as PPPs carry out economic activities.

EU financing can be used to co‐finance PPPs. National
public and private stakeholders can benefit from:

structural funds associated to PPPs, and the JASPERS,
JESSICA and JEREMIE initiatives;
European Investment Bank (EIB) funds and the

PPPs within the EU – PPPs financing I

p ( )
European Investment Fund (EIF). The EIB has also
established a European PPP Expertise Centre (EPEC) to
assist in creating PPPs;
the financial instruments of the trans‐European
transport network (RTE‐T network), which encourage
the contribution of private financing, risk capital and
the granting of bank loans

 the 7th Framework Programme for Research and Development,
the Joint Technological Initiative (JTI) and Horizon 2020 (EU
research funding from 2014).

 the instruments of the Competitiveness and Innovation
Framework Programme (CIP), which support PPPs in the areas
of research, technological development and innovation;

PPPs within the EU – PPPs financing II

of research, technological development and innovation;
 the Risk Sharing Finance Facility (RSFF), set up by the

Commission and the EIB in order to facilitate access to loans. The
European Economic Recovery Plan foresees an accelerated
implementation of the RSFF; (e.g. the Europe 2020 Project
Bonds Initiative);

 the Marguerite Fund, which is the 2020 European Fund for
Energy, Climate Change and Infrastructure and includes
developing greenfield infrastructure within the core sectors of
transport, energy and renewables in the EU member states.

PPPs outside the EU

PPPs can be set up as part of enlargement strategy and external
cooperation actions. The EU also contributes to the Global Energy
Efficiency and Renewable Energy Fund (GEERF), an international PPP
for investors in developing countries.

Obstacles to the creation of PPPs

The economic crisis has limited access to financing due to:

the increase in the cost of credit;
a reduction in bank maturities to reduce the duration of loans;
a lack of financing at the outset for public procurement processes.

It is for this reason that the Commission has presented a temporary
Community framework for State aid to support access to finance in this
period of economic crisis.
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PPPs in figures
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Review of the European PPP market in 2013

Source: EPEC, 2014.

Review of the European PPP market in 2013
Review of the European PPP market in 2013 –
country breakdown

Source: EPEC, 2014.

Review of the European PPP market in 2013 –
sector breakdown I

Source: EPEC, 
2014.

PPPs in the European Union
Macroeconomic significance of PPPs in the EU

In all observed countries PPP investment
flows represent less than one percent of GDP;

PPPs are of macroeconomic significance
only in Greece, Portugal, the UK and, to some
extent, Spain and Ireland;

The countries with the largest increase of
PPPs relative to GDP in the period 2005‐2009
are Ireland, Spain, the UK and, in relative
terms, France, Germany and Italy.
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To gauge the significance of PPPs at a sectoral level, we next compare it to total
investment for three key sectors – namely transport, education and health.

In the UK PPPs represented
about 10% of total investment

h

Macroeconomic significance of PPPs in the EU – II. 

PPPs in the European Union
Macroeconomic significance of PPPs in transport sector

in the transport sector;

Transport PPPs in
continental Europe played a
smaller role but caught up and
reached about 5% in 2005‐08.

PPPs in education are of
significance in the UK, with their
relative importance increasing

Macroeconomic significance of PPPs in the EU – III. 

PPPs in the European Union
Macroeconomic significance of PPPs in education

p g
from about 1% in the period 1995‐
99 to almost 20% in the period
2005‐09.

PPPs in education have emerged
in continental Europe only recently,
and their relevance remain(ed)s
small.

PPPs in health and social sector
are also a significant source of
investment in the UK. Starting from
b d h d

PPPs in the European Union
Macroeconomic significance of PPPs in health and social work

about 5% during the period 1990‐
94, PPPs represented almost 40%
of total investment in health in the
period 2005‐07;

With only about 1% of total
sector investment, PPPs in health
were of limited significance outside
the UK.

PPPs’ Market Maturity

The maturity of a PPPs’ market refers to the
sophistication of its PPP mechanisms and is influenced
by contextual factors such as political climate, culture,

it l k t d li f k

The concept

capital markets and policy framework;

The key indicators of a PPPs’ market maturity are
institutional structures (with PPPs units as a key
contributor to a market’s development) and legislation;

PPPs’ market maturity can be divided into three
stages.
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Institutional and legal aspects of PPPs in the EU
Dedicated PPPs Units – definition and function

A mechanism by which governments can define, regulate and build
public sector capacity in regards to PPPs (United Nations, 2007);

Policy guidance: developing and advising on policies proceduresPolicy guidance: developing and advising on policies, procedures,
guidelines and legislation;
Technical support: assisting government bodies throughout the PPP
project cycle;
Capacity building: training and education of public sector officials;
Promotion: ensuring awareness and understanding of PPP within the
private/public sectors and the wider community at large;
 Green lighting or “gatekeeper:” responsible for approving various
stages of the PPP process, potentially including final approval.

Institutional and legal aspects of PPPs in the EU
Dedicated PPP Units in OECD members

The OECD members with PPP units: Australia, Belgium, Canada, Czech Republic,
Denmark, France, Germany, Greece, Hungary, Ireland, Italy, Japan, South Korea,
Netherlands, Poland, Portugal and the United Kingdom (OECD, 2010);

According to OECD (2010) dedicated units were found in three different locations
within the public sector framework: within the Ministry of Finance, within a specific
relevant department that is likely to utilise PPP (eg. Infrastructure ministry),
created as an independent government agency, partly or fully owned by the
government and connected via a secretariat through which regulation and authority
are administered (OECD, 2010);

The OECD identifies the practice whereby jurisdictions that undertake multiple
PPPs create a dedicated PPPs unit as a single oversight body (a unit that is
specifically mandated to deal with all PPPs within the jurisdiction).

Institutional and legal aspects of PPPs in the EU
Distinctive models of PPPs in the EU

One consequence of maturity of a PPPs market are also the PPPs
models used. In Europe the range of models used for PPPs varies
widely, although the distinction can be made between the two main
models:

Purely contractual PPPs – the partnership between the public and
the private sector is based solely on contractual links;

Institutionalized PPPs – cooperation between the public and the
private sector within a distinct entity.

Variety of set‐ups, where one or more tasks of a greater or lesser magnitude are
assigned to the private partner (design, funding, execution, renovation or exploitation
of a work or service);

The “concessive model”:

Distinctive models of PPPs in the EU – Purely contractual
PPPs

The concessive model :
oThe private partner provides a service to the public in place of and under
the control of public partner,
oCharges are levied on the users of the service and, if necessary
supplemented by subsidies from the public authorities;

 Other set‐ups:
oThe private partner is called on to carry out and administer an infrastructure
for the public authority (a school, a hospital, a transport infrastructure):
oThe remuneration for the private partner takes the form of regular
payments by the public partner. These payments may be fixed, but may also
be calculated in a variable manner.

Distinctive models of PPPs in the EU – Institutionalized
PPPs

The establishment of an entity held jointly by the public
partner and the private partner. Public authorities
sometimes have recourse to such structures, in particular
for to administer public services at local level (for example,
for water supply services or waste collection services);

The institutionalized PPPs is the form of an existing public
undertaking over which the private sector is taking control.

Institutional and Legal aspects of PPPs in the EU
Procurement procedures – types and criteria of selection

The EU procurement legislation: open, restricted and negotiated
procedures and competitive dialogue;

While all four procedures are in use across member states for theWhile all four procedures are in use across member states for the
award of PPPs, competitive dialogue is used more frequently
(European PPPs Expertise Centre, 2011);

The distinct influence of national context and procurement laws in
the decision about which procurement procedure to use (this suggests
that jurisdictions have a favoured procurement method that suits their
PPP environment and with which they are most familiar, rather than
being significantly influenced by the sector, size, or value of individual
PPPs when choosing procurement procedures).
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Institutional and Legal aspects of PPPs in the EU
Procurement procedures  ‐ challenges

EU member states are responsible for determining their own PPP approach and regulation,
so long as it complies with the basic EU rules of procurement and does not infringe on other
functions of the internal market;

This means a myriad of differing approaches to PPP within the EU as some jurisdictionsThis means a myriad of differing approaches to PPP within the EU, as some jurisdictions
possess dedicated laws, others a legal framework, and still others no legal provision at all (see
Table 1);

Such an indirect and patchwork approach towards procurement procedures for PPPs can
lack legal clarity, but the EC maintains the view that its policy position “ensures effective
competition for PPPs without limiting the flexibility needed to design innovative and often
complex projects” (EPEC, 2011);

However, the lack of legal clarity can be a disincentive and source of concern for both the
public and private sectors when approaching PPPs, as both would wish to determine and
mitigate their liability with certainty.

EU Financial Support for PPPs in
“smart R&D investments”

Manufacturing, construction and automotive industries in the EU have
experienced significant downturns in demand as a result of global financial
turmoil;

The European Economic Recovery Plan from 2008 proposes PPPs initiatives to

The Aims

p y p p
develop new technologies for these vitally important sectors;

The initiatives will help to lay down a strong base for the future
competitiveness of European industry and also assist the transition to a more
sustainable economy;

The European Commission has foreseen to provide a contribution of 50 per
cent of the total R&D budget in 2010‐2013 (under FP7), with matching
investment coming from the private sector.

‘Factories of the Future’: an initiative intended “to help EU
manufacturers, especially SMEs, to increase the technological base
of EU manufacturing through development and integration of the
enabling technologies of the future;

‘Energy‐efficient Buildings’: an initiative “to promote green
technologies and the development of energy‐efficient systems and

Types of PPPs in “smart R&D investments”

technologies and the development of energy‐efficient systems and
materials in new and renovated buildings with a view to reducing
their energy consumption and CO2 emissions”;

‘Green Cars’: an initiative “involving research on a broad range of
technologies and smart energy infrastructures essential to achieve a
breakthrough in the use of renewable and non‐polluting energy
sources, safety and traffic fluidity”.

The European manufacturing sector faces an intense and growing competitive pressure in
global markets. It has to address the challenge of producing more products with less material,
less energy and less waste.

The public‐private partnership "Factories of the Future" (PPP FoF) is targeting the
manufacturing industry which is still the driving force of the European economy. It covers more
than 25 different industrial sectors, largely dominated by SMEs. Only a few of SMEs have
research capacity and the financial potential to implement high‐risk innovative manufacturing
technologies.

PPPs „Factories of the Future“

PPP FoF is expected to deliver in particular: 
• A new European model of production systems for the factories of the future (e.g.

transformable factories, networked factories, learning factories) depending on different
drivers such as high performance, high customisation, environmental friendliness, high
efficiency of resources, human potential and knowledge creation.

• ICT‐based production systems and high quality manufacturing technologies capable of
optimising their performance with a high degree of autonomy and adaptability for a
balanced combination of high throughput and high accuracy production.

• Sustainable manufacturing tools, methodologies and processes that have the capability of
cost‐efficiently shaping, handling and assembling products composed of complex and novel
materials.

There is a stock of 160 million buildings in the EU. The present rate of construction of
new buildings is below 2%/year in all major European countries. For that reason focus
is needed on the renovation of existing buildings. Public buildings are considered as a
priority.

The public‐private partnership "Energy‐efficient Buildings Initiative" (PPP EeB) is
targeting the construction sector at large. Construction accounts for more that 10 % of
the EU's GDP and employs 32 million people in large, medium and small enterprises.

PPPs „Energy efficient Buildings“

There are 2.7 million enterprises in the EU in the construction sector, of which 95 %
are SMEs.

The PPP EeB will speed up research on key technologies and develop a competitive
industry in the construction sector with the focus on energy‐efficient processes,
products and services. The main purpose is to reach the goals set forth for 2020 and
2050 to address climate change issues and contribute to improving EU energy security
of supply, thereby transforming this challenge into a business opportunity. Specific
attention will be given to the development and integration of design and simulation
tools, new materials, building systems and equipment and ICT for energy efficiency.
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PPPs „Green Cars“

Greening road transport is necessary to achieve EU and world targets in emissions
reductions. More than 90 % of total EU transport emissions are due to road
transport. While total EU emissions declined, transport emissions increased
continuously between 1990 and 2005 due to high growth in both passenger (28 %)
and freight transport (62 %).

Research is the way to develop the sustainable transport methods. Such "eco‐
innovation" will serve both to protect the environment and to offer competitiveinnovation will serve both to protect the environment, and to offer competitive
advantage to those seeking to create new innovation‐driven markets.

Despite its name, the PPPs Green Cars Initiative is not only for passenger cars. The
research topics also include: research for trucks; research on greening internal
combustion engines; research on bio methane use; logistics, transport system
optimisation; and research on electric and hybrid vehicles (notably research on high
density batteries, electric engines and smart electricity grids and their interfaces with
vehicles).

The European Future Internet PPP(FI PPP)
The Aims

To make public service infrastructures and business processes
significantly smarter (i.e. more intelligent, more efficient, more
sustainable) through tighter integration with Internet networking and
computing capabilities;

To derive innovative business models in sectors such as transport,
health and energy and to accelerate FI adoption in smart
infrastructures – such as smart energy grids, smart cities, smart
environmental management systems and smart systems for mobility;

To strengthen the competitive position of European industry in
domains like telecommunication, mobile devices, software and service
industries, content providers and media.

The FI‐PPP is based on a three‐phased approach with four related
objectives and three dedicated Calls for Project Proposals.

FI-PPP Phase 3 Projects and their Calls for SMEs
80 MILLION EUROs FOR SMEs

Through open calls, the third phase calls for SMEs and
Web entrepreneurs to develop highly innovative services
and applications.
The 16 selected “accelerator projects” will publish Open
Calls for the distribution of grants to SMEs and Web
entrepreneurs as of September 2014. SMEs and Web
entrepreneurs may submit proposals to one (or perhaps
more) of these Open Calls, in accordance with the
requirements defined by the projects launching the Open
Calls.

For more information see http://www.fi-ppp.eu/fi-ppp-phase-
3-projects-and-their-calls-for-smes/

Literature and sources

European PPP Expertise Centre‐EPEC. 2014. Review of the European PPP Market 2013. Available:
http://www.eib.org/epec/resources/Market%20Update%20First%20half%20of%202013.pdf
PricewaterhouseCoopers. 2013. Overview of Global PPP markets. Available:
http://www.oecd.org/gov/budgeting/D1‐AM%20‐%20S1%20‐%20Charles%20LLOYD%20‐%20PWC.pdf
European PPP Expertise Centre‐EPEC. 2011. Using EU Funds in PPPs – explaining the how and starting the
discussion on the future (online). Available: http://www.eib.org/epec/resources/epec‐using‐EU‐funds‐in‐
ppps‐public.pdf
European Commission. 2009. R&D involvement in the EU Economic Recovery Plan: focus on the three PPPs
The Energy‐efficient buildings, Factories of Future and European Green cars Initiatives (online). Available:
http://ec.europa.eu/research/press/2009/pdf/ppp‐fact‐sheet_en.pdf
European Commission. 2009. A public‐private partnership for the future internet. Available:
http://ec.europa.eu/information_society/activities/foi/library/docs/fi‐communication_en.pdf
Kappeler, A. and Nemoz, Mathieu. 2010. PPPs in Europe – before and during the recent financial crisis
(online). Available:
http://www.eib.org/epec/resources/efr_epec_ppp_report.pdf
European Policy Centre‐EPC. 2012. Can Public Private Partnerships (PPPs) lever investment to get Europe
out of economic crisis? Available:
http://www.epc.eu/documents/uploads/pub_3066_can_public_private_partnerships_lever_investment_to
_get_europe_out_of_economic_crisis.pdf

Developing PPPs in EU.
Available: 
http://europa.eu/legislation_summaries/employment_and_social_policy/eu2020/
em0026_en.htm
World Bank Group‘s Role in PPP Available: http://ppp.worldbank.org/public‐
private‐partnership/overview/world‐bank‐group
Future Internet PPP
Available: https://ec europa eu/digital‐agenda/en/future‐internet‐public‐private‐Available: https://ec.europa.eu/digital agenda/en/future internet public private
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PPP, Technological 
Change and R&D 

Module: A  

PPP and R&D 

• A public-private partnership is an 
innovation related relationship that 
involves public and/or private resources. 
 

• There is a positive relationship between 
investments in research and development 
(R&D) and technological change as 
measured by growth over time in total 
factor productivity. 

R&D 

knowledge 

innovation 

technological advancement 

economic growth 

Technology and 
Technological Change 

• technology  in a narrow sense is specific 
physical or tangible tools 

• technology in a broader sense is a whole 
social process 

• invention is the creation of something 
new 

• innovation becomes when invention is put 
in use 

Model for a Manufacturing 
Sector 

• basic research, applied research and 
development occur within the firm as a 
result of its strategic planning and guide 
its entrepreneurial activities 

• targets discrete technology jumps 

Model for a Manufacturing 
Sector (cont.) 

• the strategic plans are long term and not 
closely linked to current competitive 
planning 

• entrepreneurial activity drives the firm 
toward the production of the new 
product or process 
 



Model for a Service Sector 

• likely to acquire – purchase or license 
products and services as inputs that 
incorporate other’s R&D, as opposed to 
conducting it internally 

• strategic planning focuses primarily on 
retaining or gaining market shares for 
existing products and services 

Production and Technology 

• production function – gives the maximum 
amount of output Q that can be produced 
with K units of capital and L units of 
labor 

 
– linear production function 
– Cobb-Douglas production function 
– Leontief production function 

LKfQ ,

Linear Production Function 

• inputs are perfect substitutes 

LKQ

Cobb-Douglas Production 
Function 

• inputs have a degree of substitutability 
 LAKQ

1LAKQ
alternatively 

Leontief production function 

• inputs are used in fixed proportions 

LKQ ,min

Numerical Example 1 

Let’s have 70 units of capital and 40 units 
of labor. We know that the value of 
parameters are α=0.3 and β=0.7. 
Calculate the total output if we suppose a 
technological process 
a) with perfect factors substitution, 
b) with fixed proportions of factors, 
c) with partial factors substitution.   



Hicksian Technological 
Change 

• depends on the adoption of an underlying 
innovation 
– labor saving 
– capital saving 
– neutral 

 
 

Model of Technological 
Change 

• the product growth rate 

L
Q

K
Q

A
Q

Q
Q 1

LKAQ ˆ1ˆˆˆ

technology change, TFP 

capital growth 
labor growth la

c

t

Total Factor Productivity 
Growth 

• change in production as an outcome of 
technology change holding labor and 
capital unchanged: 
 

• problem: it is impossible to measure the 
factor productivity growth directly 
 

• solution: Solow residual 

Â

Solow residual 

• the  impact of technological change on 
production can be approximated as a 
residual growth rate measured as the 
change in output less the change in 
capital and labor 
 LKQA ˆ1ˆˆˆ

Numerical Example 2 

• Suppose that the capital share in 
production is 0.3. If the labor increases 
by 1%, the capital by 3% and the total 
factor productivity growth rate is 1%, 
what is the product growth rate? 

Technical Capital 

• introducing the firm’s stock of technical 
capital 
 

• productivity growth model 
 

 
– if the source of the firm’s technical capital is 

its R&D, than T = RD (R&D) 

TLKfAQ ,,

Q
TA 10

ˆ



Sources of firm’s R&D 

• internal resources: self-financed or 
private R&D 

• governmental R&D: public R&D 
 

• Does the governmental involvement 
through a partnership relationship 
increase the productivity of private R&D? 
– is an estimate of λ1 greater as a result of the 

partnership or not? 

Complement or Substitute? 

Is the public R&D a complement to private 
R&D or a substitute? 
 
 

 
– if λ1 = 0, then public and private sources are 

complements 
– if λ1 > 0, then public and private sources are 

substitutes 

 

Q
TT

Q
TTA GPGP ,min1ˆ
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Numerical Example 3 
Let’s suppose the parameters and variables values 
as follows. The technical capital financed by 
private sector is 30 and financed by government is 
100. Decide in each case whether the private and 
public resources of R&D are complements or 
substitutes.  

 
 
 
 

  
 

1,0ˆ3,0
40000928,0

5,0)

0

A
Q

a

1,0ˆ4,0
40000925,0

7,0)

0

A
Q

b

The Patent System 

• an example of indirect governmental 
involvement 

• provides an innovative environment in 
which firms can optimize 

• the economic objective is to leverage 
private R&D 

The Economics of Patenting 
marginal private 
rate of return 

R&D expenditures RD1 RD0 

marginal private 
cost 

marginal private 
rate of return 
with a patent 

MC = MR 

marginal private 
rate of return  
without a patent 

The Economics of Patenting 

• the existence of the patent, or more 
precisely, the expectation that the firm 
will be awarded a patent, can induce the 
firm to devote additional resources to 
R&D (to reach the level RD1) 



Tax Incentives 

• a public-private partnership: indirect 
governmental involvement in innovation 

• the economic objective is to leverage a 
private R&D 

• mechanism the government uses to 
stimulate private sector R&D 

The Economics of Tax 
Incentives 

marginal private 
rate of return 

R&D expenditures RD1 RD0 

marginal private 
cost 

marginal social 
return 

MC = MR 

marginal 
 private 
return 

The Economics of Tax 
Incentives 

• unlike patents, tax credit on R&D simply 
increases the firm’s private return on 
marginal R&D projects by reducing its 
marginal private cost to undertake such 
projects 

• tax incentives will increase the firm’s 
level of R&D but will not alleviate the 
technical or market risk 

Mechanisms for Acquisition 
of Technology 

1. mobilizing tacit knowledge 
– moving available knowledge (often from 

formal research) into active use 

2. in-house formal R&D 
3. in-house R&D and network links outside 

 

Mechanisms for Acquisition 
of Technology (cont.) 

4. reverse engineering 
– the process of discovering the technological 

principles of a device, object, or system 
through analysis of its structure, function, 
and operation 

5. covert acquisition (industrial espionage) 
plus internal R&D 

6. technology transfer and absorption 
 

Mechanisms for Acquisition 
of Technology (cont.) 

7. contract R&D 
8. strategic R&D partnership 
9. licensing 
10.purchasing 



Mechanisms for Acquisition 
of Technology (cont.) 

11. joint venture 
– a business agreement in which the parties 

agree to develop, for a finite time, a new 
entity and new assets by contributing equity 

12. acquisition of a company with a 
knowledge 

 

1. Mobilizing Tacit Knowledge 

  

2. In-house Formal R&D 

  

3. In-house R&D and Network 
Links Outside 

  

4. Reverse Engineering 

  

5. Covert Acquisition Plus 
Internal R&D 

  



6. Technology Transfer and 
Absorption 

  

7. Contract R&D 

  

8. Strategic R&D Partnership  

  

9. Licensing 

  

10. Purchasing 

  

11. Joint Venture 

  



12. Acquisition of a Company 
with a Knowledge 

  



 

 

 

 

 

 

 

 

 

 

 

New Organizational Models: 

Virtual and Networked 

Organizations 
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BT_Consulting. (2004). Digital Networked Economy (White paper. 
Available at http://www.btconsulting.com): British Telecom Consulting. 5
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4

New factors of
competition

• Globalization of markets

• Instability

• Demanding clients

• New products oriented
to different markets

• Increased complexity

• Reduced product
life-cycle

• More competition

• Technological spread

Requirements to face 
the new factors of comp.

• Critical dimension of 
the organization

• Innovation (products 
and processes)

• New business 
processes

• Increase productivity

• Human potencial

• Supporting tools and 
systems

New organizational
models

• Cooperation

• Networking

• Agility

• Integrated supply chain

• Virtual enterprises

Ability to obtain and
exploit the competitive
advantages in synergy

(reconfigurability, 
dynamics, knowledge)
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Product Life Cycle today

1st version 2nd version 3rd version nth vers.

Product Life Cycle in the past

RedesignDesign manufacture, exploitation, ... manufacture, exploitation, ...

1st version 2nd version

Evolution product life-cycle
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Performance

100%

opi = Operação i

F = Fábrica única para todos os opi

Performance

100% F1 F2 F3 F4 Fn

opi = Operação i

Fi = Fábrica para Operação i 17

(b)(a)

100% 

Performance

      (d)

100% 

Performance

  op1 op2 op3 op4   opn 

      (c) 

P1   P2   P3   P4  Pn

100% 

Performance

  op1 op2 op3 op4   opn 

100% 

Performance

F 

P1   P2   P3   P4  Pn

 Net1 Net2 Net3    Net n 

Legend: F = single factory for all products 
  Pi = Product i 
  opi = operation i 
  Net i = Network for product  Pi (a different structure for each Pi) 18
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12

Network / Product lifetime 

... 

Network state 1
(Physical structure 1)

Network state 2
(Physical structure 2) 

Network state n 
(Physical structure n) 

network 

Network domain 

23
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Product Life Cycle today

1st version 2nd version 3rd version nth vers.

Product Life Cycle in the past

RedesignDesign manufacture, exploitation, ... manufacture, exploitation, ...

1st version 2nd version

Evolution product life-cycle
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1 2 3

Contract 
Duration

Process level

Dynamics

Complex 
resources

Basic 
resources
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53Basic services

e-Procurement (catalogues)

Supply chain

Dynamic transactions
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•

Support to procurement,

Supporting services, training, 

Sectorial information

e-Procurement (catálogos)

Supply chain

Transacções dinâmicas
Basic services

Value-added
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Business Intelligence

CRM

integration

basic

Value added

Strategic services

Support to procurement,

Supporting services, training, 

Sectorial information

e-Procurement (catálogos)

Supply chain

Transacções dinâmicas
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(http://www.equipfind.com)
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International trade network that covers 23 industries and over 160 
trade networks. Members can post offers to buy and/or sell. 
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Global Sources: http://www.globalsources.com
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(http://www.mfgquote.com)
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Infrared Sensors Manufacturers 

usando e-Marketplace  (Global 

Sources) 

43
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Activity Description

VE Request

- VE Design - Selection of the directory category/subcategories that best traduce the 
required resources, or search using a WWW search engine. (Search 
domain identification)

Resources Search and Selection

- Eligible 
Resources 
Identification

- Negotiation

- Selection

VE Integration

- Contractuali
zation
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86

Activity Description

VE Request

- VE Design - Selection of the directory category/subcategories that best traduce the 
required resources, or search using a WWW search engine. (Search domain 
identification)

Resources Search and Selection

- Eligible 
Resources 
Identification

- Analysis and sorting of the results of searching the Web (search domain) and 
identification of which of them can contain the solution (visit domain); 

- Visit to this set (visit domain) and identification of its eligibility.
- Eligible resources will be a subset of the visited resources.

- Negotiation - Negotiation with the eligible resources, to identify the candidate resources for 
integration; the traditional method forces to a manual request for bids (RFB) 
or direct negotiation.

- Selection - Sorting of the negotiation results and identification of the best combination of 
resources providers, and confirmation with the selected providers

VE Integration

- Contractuali 
zation

- By e-mail, using the digital signature facilities
- Elaboration of specific contracts for every situation
- Negotiation of contracts terms with suppliers

44

������� � ��� ������ � ���
� �� � � � � �

87

Infrared Sensors Manufacturers usando 

e-Marketplace  (Global Sources) 

http://www.globalsources.com
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88

Activity Activity Description 

VE Request

- Request 

negotiation 

- Registration, specification of the request, broker allocation and 

contractualisation with the Market of Resources

- VE Design - Computer-aided VE design, with specification of the resource requirements 

and of negotiation parameters

- The selected broker will validate the Design, or will support the Design, in 

complex products or when complex negotiation methods are required.
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Activity Activity Description 

Resources Search and Selection

- Eligible 

Resources 
Identification

- Selection of the Focused Market(s), where it is intended to perform the search 

(Search domain)

- Focused Domain filtering – automatically, from the requirements of the VE 

Design 

- Negotiation - Computer aided negotiation with the eligible resources, to identify the 

candidate resources for integration

- Selection - Computer-aided and broker mediated decision-making for final selection of 

resources to integrate

- sorting of the negotiation results and identification of the best combination of 

resources providers, followed by confirmation with the selected providers. 

- Depending on the complexity, it involves more or less Broker dedication. 

VE Integration

- Contractua 

lisation

- Automatically, when a selected resources provider confirms its participation.

- Selection of the adequate contract from a standardized collection (for request 
formalization, integration, etc.)

- The Market also offers integration procedures, which are not considered here.
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Global Management in 

technological firms: current 

issues and future trends for PPP 
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Modul

Global Management in 
technological firms: current issues 
and future trends for PPT
Sebastian Bruque. University of 
Jaén, Spain

Module: 

Course structure
A) Concepts
B) Culture and Global Technology Management. Implications in PPP
C) Technology transfer in PPP. Links to International culture
D) Strategic Tools in Technology Management
E) Trends & Oportunities in Global Technology Management
F) Cases of Technology Transfer: Technological Parks
G) Overall conclusions and implications

Course content (I)

A) Concepts
I. Technology Management
II. Global Management
III. PPC

B) Culture and Global Technology Management  Implications in PPPB) Culture and Global Technology Management. Implications in PPP
I. Hofstede dimensions and PPP

II. Power distance, Individualism, Masculinity and Uncertainty Avoidance. Impact 
on PPP

III. Case study analysis

IV. Article readings and best practices in PPP

Course content (II)

C) Technology transfer in PPP. Links to International culture
I. The T portfolio
II. Technology Management: technology types and PPP
III. PPP success cases in technology transfer according to technology types

IV. Article readings and best practices in PPPIV. Article readings and best practices in PPP

D) Strategic Tools in Global Management
I. Main international strategies
II. Local responsiveness vs. Global Integration
III. PPP in Global Entry Strategies
IV. Article readings and best practices in PPP

Course content (III)

E) Trends and Opportunities in Global Technology Management
I. Latin-America. Technology transfer and PPP
II. The Indian vs. Chinese Model. Implications for PPP
III Emerging emerging countries  Implications for PPPIII. Emerging emerging countries. Implications for PPP
IV. Overlooked vs. Frontier countries: Implications for PPP

V. Article readings and best practices in PPP

Course content (IV)

F) Cases of Technology Transfer
I. The case of Technological Parks in Spain

– Technological Parks in Spain as an enabler of PPP
– Creation of Technological Parks: late 1980s

G) Overall conclusions and implications
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A) Concepts
A) Concepts

A) Technology Management
A) MoT links engineering, science and management disciplines to 

plan, develop and implement technological capabilities to shape 
and accomplish the strategic and operational goals of an 
organization

B) Global Management
A) Management of the Internationally-oriented company
B) Cross-cultural Management
C) The International Company 
D) Organization in the International Company
E) Internationalization Strategies

C) PPC
A) Public Private Cooperation or Partnership
B) New trends in Public Private Cooperation
C) Examples of Public Private Partnership in the technology arena

B) Culture and Global 
Technology Management

A) Culture and Global Technology Management. Implications in PPP
I. Hofstede dimensions and PPP
II. Power distance, Individualism, Masculinity-Feminity, 

Uncertainty Avoidance, Short Term vs. Long Term Orientation, 
Impact on PPP
Other key dimensions of culture: Values and attitudes, Deal 
vs. Relationship Orientation, Manners and Customs, 
Perceptions of time, monochronic-polychronic perceptions, 
perception of space, religion

III. Video: multicultural mistakes: 
http://www.youtube.com/watch?v=LZVzMQGc6cY&feature=yo
utube_gdata_player

III. Case study analysis and reading. The cultural class in a 
technological company: Chinese vs. American views

B) Culture and Global 
Technology Management
III. Case study analysis and reading. The cultural class in a 

technological company: Chinese vs. American views:

a) Lost in translation? (Chinese view):
b) Live communication vs. e-mail communication
c) E-mail and virtual means are not enough (sometimes)
d) Language barriers
e) Speaking up
f) Introversion/Extroversion
g) Cross-cultural importance of face-to-face meetings
h) The relevance of multicultural background

Role playing

Cultural differences in 
technological settings

C) Technology Transfer in 
PPP

C) Technology transfer in PPP. Links to International culture
I. The T portfolio & examples

• State of the art technologies
• Propietary technologies
• Known technologies
• Core technologies
• Leveraging technologies
• Supporting technologies
• Pacing technologies
• Emerging technologies
• Scouting technologies
• Unknown technologies

II. PPP and technology transfer according to technological types?

D) Strategic Tools in Global 
Management

D) Strategic Tools in Global Management
I. Local responsiveness vs. Global Integration
– Multidomestic vs. global industries
– Local responsiveness or global integration?
– Local responsiveness if:

• Diverse local customer needs
• Different distribution channels
• Local competition
• Cultural differences
• Strong national government requirements and regulations
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D) Strategic Tools in Global 
Management

D) Strategic Tools in Global Management
I. Local responsiveness vs. Global Integration
– Global integration if:

• Economies of scale
• Converging consumer trends and universal needs
• Uniform service to global customers
• Global sourcing of raw materials
• Global competitors

D) Strategic Tools in Global 
Management

Strong Global 
Strategy

Transnational
strategy

al
 in

te
gr

at
io

n

Presures for local responsiveness

Weak Strong

Weak

Home 
replicatio

n

Multidomestic
strategyPr

es
ur

es
fo

r
gl

ob
a

D) Strategic Tools in Global 
Management

– Home replication strategy
High autonomy
 Low pressure for global integration and also for local 

responsep
Final operations are in hand of local branches
 Low expectations about knowledge flows

D) Strategic Tools in Global 
Management

– Multidomestic strategy
 Strong pressure for local responsiveness and low for global 

intetration
High autonomy for local managers, little central control
Advantages: flexible adaptation to local markets, minimal 

  h d   i  f  l pressure on headquarters, easy option for central managers
Disadvantages: different strategic orientation, low 

knowledge sharing, resource competition, duplication of 
activities, low economies of scale, inefficient 
manufacturing, higher costs

D) Strategic Tools in Global 
Management

– Global strategy
Higher control over local operations, focus on efficiency, 

learning and worldwide integration, greater coordination 
and control, R+D and manufacturing centralized. Converging 
needs and tastes, global brands, big economies of scale

Disadvantages: Mantain coordination and communication is Disadvantages: Mantain coordination and communication is 
key, lack of entrepreneurial spirit among managers, lack of 
focus on regional/national differences 

D) Strategic Tools in Global 
Management

–Transnational strategy
Combined approach; responsive to local environments and 

retaining sufficient control of operations to ensure 
efficiency. Standardize where feasible, adapt where 
appropriate. Exploit economies of scale, local 
responsiveness and flexibility, global competitive moves. 
Strategic planning is on an international basis.
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E) Trends & Opportunities in 
Global Technology

Management
• Latin-America
• The particular case of Brazil (opportunities in Brazil video)
• Reading: The Brazilian technology and business model
• India & China: bumpier but freer road
• Rusia
• Overlooked vs. Frontier countries
• Reading: Emerging Emerging Countries

F) Cases of technology
transfer in PPP: Science and 

Technology Parks
Technological Parks as PPP 
Creation in the late 80s in Spain
Barcelona Science Park Pioneer
40 parks in 201240 parks in 2012
Turnover of more than 9 billion euros
80,000 employees
12,000 employees directly related to R+D tasks

F) Cases of technology
transfer in PPP: Science and 

Technology Parks
The Andalusian Technology Park Medical Genome Project
http://www.youtube.com/watch?v=_CKOUyZ5oMQ
The Vega Technological Park in Venice
http://www.youtube.com/watch?v=iQMFuL00p60
Technopark. The first technology Park in India
http://www.youtube.com/watch?v=iQMFuL00p60
Illinois Institute of Technology Chicago Technology Park
http://www.youtube.com/watch?v=eGTQ68JpBFs

F) Cases of technology
transfer in PPP: Science and 

Technology Parks
Some questions about the above examples:

• Orientation?
• Environment?
• Antecedents?• Antecedents?
• Public or Private interest?
• Property oriented or knowledge oriented?
• Specialized or Generalistic?
• Role of University and Research Centres?
• Promoters?

F) Cases of technology
transfer in PPP: Science and 

Technology Parks

Technology Parks Models:

• The Anglo-Saxon/American Modelg
– Private-led structure

– The Promoters
– The Silicon Valley vs. The Silicon Alley
– Science Parks in the UK

F) Cases of technology
transfer in PPP: Science and 

Technology Parks

Technology Parks Models:

• The Continental European Modelp
– Public-Private Cooperation (but starting being public)

– The Promoters
– Technology Parks in the Mediterranean Arch
– The Latin-case
– Role of Universities and Research Centres

– Intended Specialization
– Public Administrations
– Dynamic Cycle
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F) Cases of technology
transfer in PPP: Science and 

Technology Parks

Pitfalls for Cooperation in Technology Parks
• Lack of Cooperation
• Why?y
• Cross-cultural discussion: Technology  Parks and Cooperation in 

your Home Country (Rush paper). 
• Discussion case: The Silicon Valley vs. The Silicon Alley (attached 

paper)

F) Why technological parks?

Increasing declining traditional industries
Involving the region itself in new, fastgrowing industries: ICT, 

biotechnology
Increasing visibility and reputation
Promoting cooperation and hubsPromoting cooperation and hubs
Availability of external funding in the case of the EU

F) Main factors providing
success to PPP in 
Technology Parks

– No consensus in providing a definition of success for 
Technology ParksTechnology Parks

– Financial Criteria?
– Indicators related to innovation (number of start-ups, patents, 

new products, etc.)
– Cooperation with R+D institutions: mostly universities

F) Keys for success in 
technology in S&T Parks
– Increasing declingin traditional industries
– Involving the region intself in new, fastgrowing industries such 

as ICT and biotechnology
– Prior existence of technology background

Entrepreneurship orientation– Entrepreneurship orientation
– Strong links among firms, technological agents and the 

industry
– Appropriate rewarding system for public actors involved in 

knowledge transfers
– Open career transfer procedures between the industry and 

R+D centres

F) Technological Parks: 
botton line

– An effective tool?
– In what types of environment?
– Cross-national cultural differences

F) Technological Parks: 
botton line

– And one more thing about Science and Technology Parks:

– Taking into account time and dynamic models as a way for 
better understanding the role and applications of Science and 
Technology Parks

– Dynamic-Cycle models the best to understand Science and 
Technology Parks Genesis and Evolution
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Keywords and expressions
• Public private partnership
• Technological development
• Technology transfer
• Knowledge transfer and creation
• Technology portfolio
• Technology strategies
• International culture
• Social interaction
• Cooperative technologies
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Modul

Entrepreneurial behavoiur 
in PPP

B

Prof. Dr. Miroslav Rebernik

Agenda

• Entrepreneurship defined
• Finding, identifying and evaluating business 

opportunities
• Case of successfull cooperation between public and

private
– University business incubator Tovarna podjemov
– Global Entrepreneurship Monitor

• Business Model Generation methodology (BMG)
– Introduction to BMG
– Excersize on generating business model for PPP

                                 Entrepreneur

         Manager                                                Owner

Primary functions of  business system

SWITCH

Entrepreneur – Manager – Owner

Different organisations – Same 
functions

Private 
organisation

• Entrepreneurship
• Management
• Ownership 

Public 
organisation

• Entrepreneurship
• Management
• Ownership 

Public – Private 
Parnership

• Entrepreneurship
• Management
• Ownership 

• Process of identifying and pursuing business 
opportunities

• Process of creating value by bringing together resources 
to exploit an opportunity

• Pursuit of opportunity without regard to resources 
controlled

• Set of critical thinking skills

What is entrepreneurship
Entrepreneurs versus 

Small Business Owners: A 
Distinction

• Small Businesses Owners
– Manage their businesses by expecting stable 

sales, profits, and growth

• Entrepreneurs
– Focus their efforts on innovation, profitability 

and sustainable growth

Kuratko et al. 2009
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1–7

Entrepreneurship: A Mindset

• Entrepreneurship is more than the mere creation 
of business: 

– Seeking opportunities

– Taking risks beyond security

– Having the tenacity to push an idea through to reality 

• Entrepreneurship is an integrated concept that 
permeates an individual’s business in an 
innovative manner.

Kuratko et al. 2009

Why Entrepreneurship?

Key to economic development and growth

Creates jobs, income, and wealth

Source of new technology and products

Why Start a Business

Independence

Control Over One’s Life

Personal Satisfaction 

Financial Rewards

Finding, identifying and evaluating 
business opportunities

• Idea  invention  innovation  market
• Needed resources
• Entrepreneur and his team

Business Model & Business plan

Experts‘ advice

John Mullins, 
professor at LBS 

Richard Branson, 
entrepreneur 

“You have to make 
sure there's a gap in 
the market that you 
are going to deal 
with”

“The most common 
mistake is falling in love 
with your product rather 
than thinking about the 
customer and what the 
problem is. What you do 
need is insight into the 
pain that you are solving”

What they have in common?

12 12
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10.000 Hours Rule 

13 13

Practice makes the master
(if master practice)

Two Cases of PPP

University business incubator Tovarna podjemov
www.tovarnapodjemov.org

Global Entrepreneurship Monitor
www.gemconsortium.org

CASE: Global research as PPP

• GEM Global Entreprenership Monitor

• Private initiative

• Privately managed

• Private and public money invested

• Serving public interests

GEM - Global Entrepreneurship Monitor

• Largest global entrepreneurship research program

• Slovenia participates since 2002 (financed by public money)

• Grew from 10 countries in 1998 to 68 economies and nearly
200,000 APS respondents in 2013 and close to 100
economies overall. 

• Up to 200 researchers per year

• Comprised of Adult Population Survey (APS) and National 
Expert Survey (NES)

www.gemconsortium.org

www.gemslovenia.org

GEM Global
•UK Charity: GERA
•Board
•Executive Director
•Coordination team 
(administration, data)

GEM National teams 
•Academic teams fund and oversee 
survey in their economies 

• central coordination fee

Babson is the lead global 
sponsor 

Other global sponsors

GEM 
Structure GEM Global 

Annual Report

GEM  National 
Reports

Global Special Topic Reports
•Women – Growth ‐ Finance
•Youth
•Wellbeing
•Other (education, corporate, social)

Some Take-aways

• In every organisation exist roles for entrepreneur, 
manager and owner.

• Entrepreneurship is a process of identifying and 
pursuing business opportunities and creating value 
by bringing together resources to exploit an 
opportunity.

• Entrepreneurship is also a mindest and set of 
critical thinking skils.
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Some Take-aways

• Entrepreneurship is important for economic 
development and growth as it creates jobs, income, 
and wealth and is a source of new technology and 
products.

• Opportunity, entrepreneur and resources are core 
driving forces for exploiting business opportunity.

• Entrepreneurial behaviour is found in every type of 
organisation.

Some Take-aways

• Entrepreneurship is local and personal 
phenomenon:

• Important is the appropriate level of 
entrepreneurial activity – not the overall level: 
QUALITY not QUANTITY

• For  growth is very important what kind of 
entrepreneurship you promote!

• Promote role models and establish right 
incentives

Some Take-aways

• To encourage entrepreneurial activity of adult 
population policy-makers should address:

– Attractiveness of entrepreneurship for well-
educated, job-secure individuals

– Solve trade-offs that high-expectation entrepreneurs 
face

Some Take-aways
• To encourage entrepreneurial activity of 

employees policy-makers should address:
– Reward scheme for their employees
– Remove obstacles in entrepreneurial process within 

company
– „Creative destruction“ within their company

• To search for viable PPP opportunities implement
modern approaches:
– Lean Startup Thinking
– Business Model Generation
– Customer Development

References
• Kuratko, Donald F. (2009), Entrepreneurship: Theory, 

Process, Practice (8th Edition), Cengage/Southwestern 
Publishers.
– Part 1: Entrepreneurial Mindset in 21st  Century (p. 1 – 85)

• Global Entrepreneurhip Monitor Reports. Available at 
www.gemconsortium.org

• Blank, S.: “Why the Lean Startup Changes Everything“, 
Harvard Business Review, May 2013. Available at

• https://archive.harvardbusiness.org/cla/web/pl/product.se
am?c=29512&i=29514&cs=72931baa3b05f76aca8090b33d
b139b0

• Osterwalder, A., Pigneur, Y.:  Business model generation. 
Available at pages 14 – 44. Available at: 
http://www.businessmodelgeneration.com/downloads/busi
nessmodelgeneration_preview.pdf
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Modul B

Project Management 
in PPP

Igor Vrečko, Ph. D.

igor.vrecko@uni-mb.si

Agenda
Part 1 – Projects and their meaning for achieving growth and development in PPO:

• Defining and classifying projects;
• Projects’ meaning for modelling and implementing PPO development;
• Project’s life cycle; 
• Project system in PPP projects.

2

Part 2 – Preparing and managing projects:

• Project’s preparation and its implementation start-up;
• Teamwork on preparing a plan (WBS and Network diagram) for a project case.

Part 1
Projects and their meaning for 

achieving growth and development in 

3

g g p
PPO

Defining a project
A project is a temporary endeavor
undertaken to create something 
unique (like product, service, system, 
etc). It implies
– a specific timeframe

4

p f f
– a budget
– unique specifications 
– working across organizational

boundaries
Time

Risk?

PROJECT MANAGEMENT

Projects and Creating

…manage‐
mentProject…

5

What?What?
Why?Why? How?How?

Creations as a processes

Creating is a 
process of 
creation, which 

C ti (b tt f l)

Creating always the same “content” ‐
doing regular, repetitive day to day 
operations (on‐going business operations 
and production)

6

differ according to 
the "content". 
These "content" 
impose a series of 
processes of 
creation.

Creating some new “content” according to 
the customer order – project oriented 
organizations, project oriented business 
operations (external projects)

Creating some new (better, useful)
“content”, which will contribute to the 
organization’s growth and development 
(internal projects)
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There are more and more projects…

The greatest 
achievements of hu‐

man kind were achieved 

7

through a single 
processes ‐ projects.
The history of human 
race or the history of 

projects proves 
that.

•Competitiveness •EnvironmentChanges

Present development problems
8

ProjectsProjects

•Globalisation •Time

Present development problems

Just…Just…

b fb fCOMPETI‐COMPETI‐

9

…before……before…COMPETI
TIVNESS
COMPETI
TIVNESS

…time!…time!
Implementation before Time –

implementation before Competitors!

Organizing creation processes

Continuing process / 
on‐going business operationsProject

• termination

• new process

10

Project(s) for 
building / 
establishing 
continuing 
process

Projects:

• Improving products

• Technological improvements

• Maintenance‐refit

• Subsequent/additional information 
development

• …(depend on the continuing process)

Projects:

• Termination of 
continuing process

• Establishment –
building a new 
continuing process

Project definitions
• The project is goal oriented process.

• The project is the process of achieving the goals.

• The project is the process of implementation of activities to achieve the 

objectives of the project.

• The project is time‐limited process.

• The project is the process of integration and the acquisition of knowledge and 

11

experience.

• The project is an intermediate process between what we want to create, and 

what will be created.

• The project is the process of strategies implementation.

• The project is the process of implementing order (after the contract made with 

the buyer).

• The project is a process which does not coincide with the continuous business 

and production, but it complements in many ways.

Projects Types

Deterministic Vs. Stochastic…

Direct Vs. Indirect 
i ffi i

12

economic efficiency…

Internal Vs. External …

…projects

Internal Strategic Vs. 
Internal Operational…
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Projects Types

• It is possible to determine projects goals 
(in project start-up preparation phase) 
with high probability, that they will be 
achieved

• Normally, it is possible to prepare project 
plan for the whole project in detail

• It is not possible to determine projects 
goals with high probability, that they will 
be achieved; final project goals and 
objectives are set as "expected" targets.

• The probability of achieving the final 
objective is smaller.

Deterministic projects Stochastic projects

13

plan for the whole project in detail, 
except in cases when a tactic for a 
certain project phase have not yet been 
defined, etc.

• Project management is mainly directed 
towards the achievement of the project 
objectives in the planned (minimum) 
duration, in the context of the 
estimated/planned (minimum) costs and 
with demanded quality of project results.

• The final result of the project may even 
differ from the originally planned and may 
be acceptable or not.

• It is posible to plan in detail only the first 
phase of project; next parts of the project 
are indicative and less defined.

• During the implementation of the project 
(if the interim results are not fully in line 
with expectations) some decisions, in 
which direction the project should 
proceed, need to be taken.

Projects Types

• These are projects which, in the 
exploitation phase, provides direct 
reimbursement of investment, and 

ith th i fit ki id

• These are projects which, in the 
exploitation phas, do not provide 
reimbursement of investment, but 

Projects with direct 
economic efficiency

Projects with indirect 
economic efficiency

14

with their profit-making provides 
funding for further development of 
the company.

• Examples:

with their results (objectives) still 
provides some (indirect) economic 
and other effects for the company.

• Examples:

Projects Types

• These are projects where the 
“order” for project come from the 
organization itself. 

• These are projects, where the 
“order” comes from the companies 
customer.

Internal projects External projects

15

• Project sponsor is normally the top 
management of the company or by 
the top management person or 
department. 

• These are typically projects to meet 
the companies set strategic goals, 
or ensure the smooth 
implementation of the operational 
business.

• We talk about commercial projects, 
as for the company they represent 
their commercial business.

• They are implemented mostly by 
project-oriented enterprises, whose 
"products" are implemented 
projects.

Projects Types

• With these projects companies 
implement their strategic objectives.

• Projects are firstly defined in the

• These are projects which ensure 
smooth undertaking of daily 
operations or increasing 

Internal Strategic Projects Internal Operational Projects

16

Projects are firstly defined in the 
company's’ strategic development 
documents, or in the multi-annual 
and annual business plans. 

• The project sponsor is usually top 
management of the companies.

• With these projects, the companies 
provide their further growth and 
development.

effectiveness of daily operations. 

• They are eather planned or 
emergency projects. 

• Project sponsor is usually from 
comapnies middle management.

Executing ideas as a projects

Shaping 
idea 
and 

Project 
St t U

Project 
i l

Intended 

17

defining 
its 

purpose

Start-Up 
preparation

implemen-
tation

use –
exploitation

Project

Executing companies’ strategies 
with projects

Strategy
• termination

• new processContinuing process

Project 
Start‐Up 
preparation

Project 
implementation

Project

18

Input project 
strategy

‐ vision

‐mission

‐ strategies

Project – Programme of 
projects

for building / establishing 
continuing process

Projects:

• Termination of 
continuing process

• Establishment –
building a new 
continuing process

Projects:

• Improving products

• Technological improvements

• Maintenance‐refit

• Subsequent/additional 
information development

• …(depend on the continuing 
process)
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Executing commercial 
projects

• Project oriented organizations (POO)

Offering 
procedure

Implementation Warranty Maintenance

MI (1)

MI (2)

19

Market information:

•call for applications

•inquiry data bases

•offering data bases
•direct order

•…...

MI (x)

Project

Business Operation

Project Life Cycle

Strategy Continuing process

20

• termination

• new process
Project Start‐
Up preparation

Project 
implementation

Project

• Project owner (Project sponsor)
• Project manager
• Project teams

Project System
21

• Project stakeholders
– Individuals and Organizations
– Actively Involved in Project
– Interests Affected by Project
– Government.

Part 2
Preparing and managing projects

22

Preparing and managing projects

Project  management

The application of modern management techniques 
and systems to the execution of a project from 

start to finish, to achieve predetermined objectives 
of scope, quality, time and cost, to the equal 

satisfaction of those invovled. 

23

Project management is the ability to define, 
schedule and assign project activities; record 
project issues; monitor progress and report 

changes in activity accomplishment and issue 
resolution; and maintain and control changes to 

designs, plans and issue lists.

Project  management
Project Management is the discipline of 

organizing and managing resources in such a way 
that these resources deliver all the work required 

to complete a project within defined scope, 
quality, time and cost constraints.

P j t t i  th  li ti  f 

24

Project management is the application of 
knowledge, skills, tools and techniques to a broad 

range of activities in order to meet the 
requirements.

The application of knowledge, skills, tools, and 
techniques to reach project objectives and to 
meet stakeholders needs and expectations.
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Why Projects Fail

• Failure to align project with 
organizational objectives 

• Poor project preparation
• Unrealistic expectations

25

Unrealistic expectations
• Lack of executive sponsorship
• Lack of project management
• Inability to move beyond individual and 

personality conflicts
• Politics

Why Projects Succeed!

• Project Sponsorship at executive level
• Good project planning and overall 

preparation
• Strong project management

26

Strong project management
• The right mix of team players
• Good decision making structure
• Good communication
• Team members are working toward common 

goals

Top  10 qualities of
project manager

1. Inspired shared vision.
2. Good Communicator.

6. Competence.
7. Ability  to delegate task.

27

3. Integrity.
4. Enthusiasm.
5. Empathy.

8. Cool  under  pressure.
9. Team-building  skills.
10. Problem solving skills.

Funny (?) laws of Project 
Management

• No major project is ever installed on time, within 
budget, or with the same staff that started it. 
Yours will not be the first. 

• Projects progress quickly until they become 90% 
l t th th i t 90% l t

28

complete, then they remain at 90% complete 
forever. 

• When things are going well, something will go 
wrong. 

• When things just cannot get any worse, they 
will. 

Project Planning and Implementation.
by Abraham Shtub, Jonathan F. Bard, and Shlomo Globerson Copyright © 1994 

by Prentice-Hall, Inc. 

• When things appear to be going better, you have 
overlooked something. 

• No system is ever completely debugged. Attempts to 
debug a system inevitably introduce new bugs that are 
even harder to find

Funny (?) laws of Project 
Management

29

even harder to find. 

• A carelessly planned project will take three times longer 
to complete than expected

• A carefully planned project will take only twice as long. 

• Project teams detest progress reporting because it 
vividly manifests their lack of progress. 

Project Planning and Implementation.
by Abraham Shtub, Jonathan F. Bard, and Shlomo Globerson Copyright © 1994 

by Prentice-Hall, Inc. 

So you want to be a Project 
Manager

• You used to be good friends with your co-
workers

• Project manager sandwich: pressure 
between co workers and stakeholders

30

between co-workers and stakeholders
• The skills that brought you to this role 

are no longer as vital; now you need new 
skills

• You used to be really good at your work

From ESI International:Top Ten Reminders for New Project Managers 
www.esi-intl.com/public/publications/html/20050801HorizonsArticle2.asp
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Planning a project

ID Tas k Nam e Duration Start

1 Projekt "NOVI PROIZVOD" 295 days Thu 3.1.08

2 RAZVOJ 155 days Thu 3.1.08

3 TT razis kave 8 wks Thu 3.1.08

4 Konstruriranje prototipa 6 wks Thu 28.2.08

5 Izdelava prototipa 14 wks Thu 10.4.08

6 Preizkušanje prototipa 1 wk Thu 17.7.08

7 Potrditev prototipa 2 wks Thu 24.7.08

8 PROTOTIP IZDELAN 0 wks Wed 6.8.08

9 RAZISKAVA TRŽIŠČA 45 days Thu 3.1.08

10 Tržna razis kava 4 wks Thu 3.1.08

11 Raziskava konkurence 4 wks Thu 3.1.08

12 Analiza rezultatov raziskav 2 wks Thu 31.1.08

13 Izdelava koncepta trženja 3 wks Thu 14.2.08

6.8

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar A
Qtr 4, 2007 Qtr 1, 2008 Qtr 2, 2008 Qtr 3, 2008 Qtr 4, 2008 Qtr 1, 2009 Q

Project plan – an example, prepared with MS Project:

31

14 KONCEPT TRŽENJA IZDELAN 0 days Wed 5.3.08

15 OSVAJANJE PROIZVODNJE 98 days Thu 26.6.08

16 Izdelava tehnologije 4 wks Thu 26.6.08

17 Prilagoditev proizv. Linij 10 wks Thu 24.7.08

18 Priprava poskus ne s erije 2 wks Thu 2.10.08

19 Pos kusna serija 1 wk Thu 16.10.08

20 Korektura pos kusne serije 2 wks Thu 23.10.08

21 Priprava redne s erije 3 days Thu 6.11.08

22 PROIZ. PRIPRAVLJENA 0 days Mon 10.11.08

23 PRIPRAVA TRŽENJA 110 days Thu 6.3.08

24 Priprava propagande 8 wks Thu 6.3.08

25 Priprava interneta 4 wks Thu 1.5.08

26 Dogovori s  prodajno mrežo 10 wks Thu 1.5.08

27 Izvajanje propagande 14 wks Thu 1.5.08

28 TRŽIŠČE PRIPRAVLJENO 0 days Wed 6.8.08

29 PROIZVODNJA- PRODAJA 72 days Tue 11.11.08

30 Priprava redne proizvodje 2 days Tue 11.11.08

31 I. redna proizv. Serija 2 wks Thu 13.11.08

32 Kontroling prodaje 8 wks Thu 27.11.08

33 Analiza proizvodnje 6 wks Thu 27.11.08

34 Predlogi izbolšav novega proizvoda 4 wks Thu 22.1.09

35 KONEC PROJEKTA 0 days Wed 18.2.09

5.3

10.11

6.8

18.2

32

A 1 r 1,1 A 3 r 3,1

A 5 r 5,1 M1 M5

A 14 r14,1

Planning a project
Before preparing plan with MS Project (or similar tool), 
we have to prepare Project network diagram!

A 2
r 2,1

A 4 r 4,1r 2,2

PS PF

A 6 r 6,2

r 6,1 A 7 r 7,1 M2

M4

M3

A 15 R15,1

A 8 r 8,1

A 10 r 10,1A 9 r 9,1

A 13 r 13,1

A 11 r 11,1

A 12 r 12,1

Planning a project
Before preparing Project network diagram, we have to 
prepare WBS (Work Breakdown Structure)!

A AA A

PROJECT NAME

33

A14

M1

A5

A4

A3

A2

A1

M4

A13

A12

A11

M2

A7

A6

M3

A10

A9

A8

M5

A15

Planning a project

• (Identify project objectives-milestones)

• Identify major categories of
activities/tasks (work packages)

Work Breakdown Structure

34

• Identify activities (tasks and sub-tasks)

• Use verb-noun to imply action to 
something

• Define the duration for each activity

Planning a project
WBS – Work Breakdown Structure

PS

PS

M1 M2

WORK 
PACKAGE

WORK 
PACKAGE

35

M1 M2

M3 M4

PF

M3 M4

PF

WP1 WP2

WORK 
PACKAGE

WP3

WORK 
PACKAGE

WP4

Planning a project
WBS – Work Breakdown Structure PS

M1

A5

A4

M2

A13

A12

36

A3

A2

A1

A11

M3

A7

A6

M4

A10

A9

A8

PF
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Planning a project

A AA A

PROJECT NAME

WBS – Work Breakdown Structure

37

A14

M1

A5

A4

A3

A2

A1

M4

A13

A12

A11

M2

A7

A6

M3

A10

A9

A8

M5

A15

Planning a project
Network diagram – conecting all project activities

A 1 r 1,1 A 3 r 3,1

A 2
r 2,1

A 4 r 4,1

A 5 r 5,1

r 2,2

PS

M1 M5

A 14 r14,1

A 15 R15,1

38

PS PF

A 6 r 6,2

r 6,1 A 7 r 7,1 M2

M4

M3

A 8 r 8,1

A 10 r 10,1A 9 r 9,1

A 13 r 13,1

A 11 r 11,1

A 12 r 12,1

• Activities that define the overall timeline of a project

• If you miss a Critical Path, the entire project is delayed

Critical Path:
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Dvira, D., Razb, T., Shenharc, A.J. (2003). An empirical analysis of the 
relationship between project planning and project success. International 
Journal of Project Management, 21, pp. 89–95.
htt // i di t / i / ti l / ii/S0263786302000121
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E‐business models and e‐
transformation of companies: 

management issues and 
challenges

Prof. Dr. Samo Bobek

Introduction
 The use of e-business concepts is growing and 

expanding and has enormous impact on 
organizations in globalized economy. 

 Organizations are forced to adopt e-business 
for several reasons and perceived benefitsfor several reasons and perceived benefits. 

 Authors mention better management of 
information, better integration of suppliers and 
vendors, better channel partnership, lower 
transaction costs, improved market 
understanding, expanded geographical 
coverage and time frame.

Introduction

Organizations are implementing e-
business in different ways according to 
their e-strategies so different e-business 
models are emerging and different e-
business solutions are used. 
Success of such e-transformation of 

organization is depending on 
implementation process of e-business 
model/solution chosen. 

E-business models

The e-Business model (Prudens, 2008), 
like any business model, describes how a 
company functions; how it provides a 
product or service, how it generates 

d h it ill t d d trevenue, and how it will create and adapt 
to new markets and technologies. 

 It has four traditional components e-
business concept, value proposition, 
sources of revenue, and the required 
activities, resources, and capabilities. 

E-business models
 For the development of e-business model three 

distinct perspectives are important (Gordjin & 
Akkerman, 2001). 

 The so called “value” viewpoint represents the 
way economic value is created, exchanged, 

d d i lti t t kand consumed in a multi-actor network. 
 The process viewpoint represents the value 

viewpoint in terms of business processes. 
 The information solutions viewpoint represents 

the information systems that enable and 
support e-business processes.

E-business models
classification
 There are several classifications in which several authors 

tried to categorize so called generic e-business models. 
 One of the mostly referred is the classification by Rappa

(2003) which consist of 9 categories of business models: 
 brokerage, 
 advertising, 
 infomediary, 
 merchant, 
 direct manufacturer,
 affiliate, 
 community, 
 subscription, 
 utility.
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Brokerage model
 First category of business models refer to 

brokerage. 
 Brokers are market-makers: they bring buyers 

and sellers together and facilitate transactions. 
 B k l f t l i b i t Brokers play a frequent role in business-to-

business (B2B), business-to-consumer (B2C), 
or consumer-to-consumer (C2C) markets. 

 Usually a broker charges a fee or commission 
for each transaction it enables. The formula for 
fees can vary. 

Marketplace exchange 

offers a full range of services covering 
the transaction process, from market 
assessment to negotiation and 
fulfillmentfulfillment. 

Exchanges operate independently or 
are backed by an industry consortium.

Buy/sell fulfillment

 takes customer orders to buy or sell a 
product or service, including terms like 
price and delivery.

Demand Collection System

 the patented "name-your-price" model 
pioneered by Priceline.com. 

Prospective buyer makes a final 
(binding) bid for a specified good or(binding) bid for a specified good or 
service, and the broker arranges 
fulfillment.

Auction Broker 

conducts auctions for sellers 
(individuals or merchants). 

Broker charges the seller a listing fee 
and commission scaled with the valueand commission scaled with the value 
of the transaction. 

Auctions vary widely in terms of the 
offering and bidding rules.

Transaction Broker

provides a third-party payment 
mechanism for buyers and sellers to 
settle a transaction.



30.6.2014

3

Distributor

 is a catalog operation that connects a 
large number of product manufacturers 
with volume and retail buyers. 

Broker facilitates business transactionsBroker facilitates business transactions 
between franchised distributors and 
their trading partners.

Search Agent 

a software agent or "robot" used to 
search-out the price and availability for 
a good or service specified by the 
buyer or to locate hard to findbuyer, or to locate hard to find 
information.

Virtual Marketplace

or virtual mall, a hosting service for 
online merchants that charges setup, 
monthly listing, and/or transaction fees. 

May also provide automated transactionMay also provide automated transaction 
and relationship marketing services.

Advertising model
 The web advertising model is an extension of the 

traditional media broadcast model. 
 The broadcaster, in this case, a web site, provides 

content (usually, but not necessarily, for free) and 
services (like e-mail, IM, blogs) mixed with 
advertising messages in the form of banner adsadvertising messages in the form of banner ads. 

 The banner ads may be the major or sole source of 
revenue for the broadcaster. 

 The broadcaster may be a content creator or a 
distributor of content created elsewhere. 

 The advertising model works best when the volume 
of viewer traffic is large or highly specialized.

Portal 

usually a search engine that may include 
varied content or services. 

A high volume of user traffic makes 
advertising profitable and permits further 
diversification of site services. 

A personalized portal allows customization 
of the interface and content to the user. 

A niche portal cultivates a well-defined 
user demographic.

Classifieds

 list items for sale or wanted for 
purchase. 

Listing fees are common, but there also 
may be a membership feemay be a membership fee.
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User Registration 

content-based sites that are free to 
access but require users to register and 
provide demographic data. 

Registration allows inter sessionRegistration allows inter-session 
tracking of user surfing habits and 
thereby generates data of potential 
value in targeted advertising 
campaigns.

Query-based Paid Placement

sells favorable link positioning (i.e., 
sponsored links) or advertising keyed to 
particular search terms in a user query, 
such as Overture's trademark "pay-for-such as Overture s trademark pay-for-
performance" model.

Contextual Advertising / 
Behavioral Marketing 
 freeware developers who bundle 

adware with their product. 
For example, a browser extension that 

automates authentication and form fill-automates authentication and form fill
ins, also delivers advertising links or 
pop-ups as the user surfs the web.
Contextual advertisers can sell targeted 

advertising based on an individual 
user's surfing activity.

Content-Targeted Advertising

pioneered by Google, it extends the 
precision of search advertising to the 
rest of the web. 

Google identifies the meaning of a webGoogle identifies the meaning of a web 
page and then automatically delivers 
relevant ads when a user visits that 
page.

Intromercials

animated full-screen ads placed at the 
entry of a site before a user reaches the 
intended content.

Ultramercials

 interactive online ads that require the 
user to respond intermittently in order to 
wade through the message before 
reaching the intended contentreaching the intended content. 
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Infomediary model
 Data about consumers and their consumption 

habits are valuable, especially when that 
information is carefully analyzed and used to 
target marketing campaigns. 

 Independently collected data about producers Independently collected data about producers 
and their products are useful to consumers 
when considering a purchase. 

 Some firms function as infomediaries
(information intermediaries) assisting buyers 
and/or sellers understand a given market.

Advertising Networks

 feed banner ads to a network of 
member sites, thereby enabling 
advertisers to deploy large marketing 
campaignscampaigns. 

Ad networks collect data about web 
users that can be used to analyze 
marketing effectiveness.

Audience Measurement 
Services
online audience market research 

agencies. 

Incentive Marketing

customer loyalty program that provides 
incentives to customers such as 
redeemable points or coupons for 
making purchases from associatedmaking purchases from associated 
retailers. 

Data collected about users is sold for 
targeted advertising.

Metamediary

 facilitates transactions between buyer 
and sellers by providing comprehensive 
information and ancillary services, 
without being involved in the actualwithout being involved in the actual 
exchange of goods or services between 
the parties. 

Merchant model

Wholesalers and retailers of goods and 
services. 

Sales may be made based on list prices 
or through auctionor through auction.
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Virtual Merchant 

or e-tailer, is a retail merchant that 
operates solely over the web.

Catalog Merchant 

mail-order business with a web-based 
catalog. 

Combines mail, telephone and online 
orderingordering.

Click and Mortar

 traditional brick-and-mortar retail 
establishment with web storefront. 

Bit Vendor

a merchant that deals strictly in digital 
products and services and, in its purest 
form, conducts both sales and 
distribution over the webdistribution over the web.

Direct manufacturer model

The manufacturer or "direct model", it is 
predicated on the power of the web to 
allow a manufacturer (i.e., a company that 
creates a product or service) to reach 
b di tl d th b thbuyers directly and thereby compress the 
distribution channel. 

The manufacturer model can be based on 
efficiency, improved customer service, and 
a better understanding of customer 
preferences. 

Purchase 

 the sale of a product in which the right 
of ownership is transferred to the buyer.
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Lease

 in exchange for a rental fee, the buyer 
receives the right to use the product 
under a ?terms of use? agreement. 
The product is returned to the sellerThe product is returned to the seller 

upon expiration or default of the lease 
agreement. 
One type of agreement may include a 

right of purchase upon expiration of the 
lease.

License 

 the sale of a product that involves only 
the transfer of usage rights to the buyer, 
in accordance with a ?terms of use? 
agreementagreement. 

Ownership rights remain with the 
manufacturer (e.g., with software 
licensing).

Brand Integrated Content

 in contrast to the sponsored-content 
approach (i.e., the advertising model), 
brand-integrated content is created by 
the manufacturer itself for the sole basisthe manufacturer itself for the sole basis 
of product placement.

Affiliate model
 In contrast to the generalized portal, which seeks to drive 

a high volume of traffic to one site, the affiliate model, 
provides purchase opportunities wherever people may be 
surfing. 

 It does this by offering financial incentives (in the form of a 
percentage of revenue) to affiliated partner sites. 
Th ffili id h i li k h h h The affiliates provide purchase-point click-through to the 
merchant. It is a pay-for-performance model -- if an 
affiliate does not generate sales, it represents no cost to 
the merchant. 

 The affiliate model is inherently well-suited to the web, 
which explains its popularity. 

 Variations include, banner exchange, pay-per-click, and 
revenue sharing programs.

Banner Exchange

 trades banner placement among a 
network of affiliated sites.

Pay-per-click

site that pays affiliates for a user click-
through.
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Revenue Sharing

offers a percent-of-sale commission 
based on a user click-through

Community model
 The viability of the community model is based on 

user loyalty. 
 Users have a high investment in both time and 

emotion. 
 Revenue can be based on the sale of ancillary 

products and services or voluntary contributions; orproducts and services or voluntary contributions; or 
revenue may be tied to contextual advertising and 
subscriptions for premium services. 

 The Internet is inherently suited to community 
business models and today this is one of the more 
fertile areas of development, as seen in rise of 
social networking.

Open Source

software developed collaboratively by a 
global community of programmers who 
share code openly. 

 Instead of licensing code for a fee open Instead of licensing code for a fee, open 
source relies on revenue generated 
from related services like systems 
integration, product support, tutorials 
and user documentation.

Open Content

openly accessible content developed 
collaboratively by a global community of 
contributors who work voluntarily.

Public Broadcasting

user-supported model used by not-for-
profit radio and television broadcasting 
extended to the web. 

A community of users support the siteA community of users support the site 
through voluntary donations.

Social Networking Services

sites that provide individuals with the 
ability to connect to other individuals 
along a defined common interest 
(professional hobby romance)(professional, hobby, romance). 

Social networking services can provide 
opportunities for contextual advertising 
and subscriptions for premium services. 
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Subscription model

Users are charged a periodic -- daily, 
monthly or annual -- fee to subscribe to 
a service. 

 It is not uncommon for sites to combine It is not uncommon for sites to combine 
free content with "premium" (i.e., 
subscriber- or member-only) content. 

Subscription fees are incurred 
irrespective of actual usage rates. 

Content Services

provide text, audio, or video content to 
users who subscribe for a fee to gain 
access to the service.

Person-to-Person Networking 
Services
are conduits for the distribution of user-

submitted information, such as 
individuals searching for former 
schoolmatesschoolmates.

Trust Services

come in the form of membership 
associations that abide by an explicit 
code of conduct, and in which members 
pay a subscription feepay a subscription fee.

Internet Services Providers

offer network connectivity and related 
services on a monthly subscription.

Utility model
 The utility or "on-demand" model is based on 

metering usage, or a "pay as you go" approach. 
 Unlike subscriber services, metered services 

are based on actual usage rates. 
 Traditionally, metering has been used for y, g

essential services (e.g., electricity water, long-
distance telephone services). 

 Internet service providers (ISPs) in some parts 
of the world operate as utilities, charging 
customers for connection minutes, as opposed 
to the subscriber model common in the U.S. 



30.6.2014

10

Metered Usage

measures and bills users based on 
actual usage of a service.

Metered Subscriptions

allows subscribers to purchase access 
to content in metered portions (e.g., 
numbers of pages viewed).

E-business models

The models are implemented in a 
variety of ways. 

Moreover, a firm may combine several 
different models as part of its overalldifferent models as part of its overall 
Internet business strategy. 

For example, it is not uncommon for 
content driven businesses to blend 
advertising with a subscription model.

E-transformation of 
companies 
Crucial point in e-business implementation 

is in the fact that the implementation of e-
business concepts is from the outset 
aimed at integrating business processes g g p
with external business partners (Ash & 
Burn, 2003) 

main focus is on the integration of cross-
company value chains using e-business 
tools (Kalakota & Robinson, 2001). 

E-business implementation

 In his extensive research about B2C 
strategies and models Elliot (2002) 
identifies three different process models 
considering e-business implementationconsidering e-business implementation 
(Elliot refers to them as innovation 
processes): informal, formal and 
alternating. 

Formal model
 consist of 17 processes and was according to Elliot (2002) adopted by 

most startups: 
 awareness of the business potential of e-business activities, 
 identifying a perceived business threat or opportunity, 
 investigating e-business based business opportunities, 
 undertaking market research, formal business and strategy planning, 
 formal decision making to proceed, 
 securing funds, securing funds, 
 identifying specific goals, 
 planning for implementation, 
 establishing technological platform, 
 developing e-business systems, 
 establishing capability for integrated logistics through in-house 

operations and strategic partnerships, 
 initial promoting of the brand, 
 commencing business in pilot mode, 
 full implementation, 
 continual reviewing and revising, 
 securing additional funding. 
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E-transformation phases
 Arunatileka and Ginige created “Seven Es in 

eTransformation” process which consists of 7 
phases (Arunatileka & Ginige, 2003): 
 environmental analysis, 
 eBusiness goals and strategies formulation eBusiness goals and strategies formulation, 
 ereadiness (internal and external) assessment, 
 eTransformation roadmap planning,
 eTransformation methodology defining, 
 eSystems implementation, 
 evolution and change management.

Research of management issues 
and challenges of organizational 
e-transformation 
 the most important (and mentioned in majority of previous studies) e-

business success factors are: 
 top management support and involvement; 
 clear goals, objectives and scope; 
 compatibility with existing infrastructure; 
 market forces (competitors, partners …); 
 competencies of internal users; 
 government support; 
 strategy; 
 business process reengineering (BPR); 
 change management; 
 consultants;  
 excellent project management; 
 company size; 
 project champion; 
 effective communication and minimal customization.

Success factors according to 
eTransformation Model

Success factors according to 
eTransformation Model

Environmental analysis phase

 gives an insight into the external environment 
the organization is working in (Arunatileka & 
Ginige, 2003). 

 Usually in this stage SWOT analysis, industry 
analysis and global trends analysis are 

d t dconducted. 
 According to previous research on success 

factors we think that in the first stage very 
important factors are: top management support, 
market forces, government support, change 
management, consultants, firm size, effective 
communication.

E-business goals/strategies 
phase
defines corporate strategy and goals for e-

business. 
A prerequisite for this are identified 

organization’s competitive advantages 
(Arunatileka & Ginige 2003)(Arunatileka & Ginige, 2003). 

 Important success factors in this stage 
would be: top management support, clear 
goals/objectives/planning, market forces, 
strategy, BPR, change management, 
excellent project management and project 
champion.
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Ereadiness assessment 
phase
 In third phase e-business readiness has to be 

assessed. 
 According to Porter (1996), seven aspects of e-

readiness have to be analyzed: business 
process, applications and infrastructure, web 

kill ti tpresence, skills, executive management, 
external connectivity and future directions. 

 The following success factors are in our opinion 
crucial in this stage: top management support, 
clear goals, objectives and planning, 
compatibility (infrastructure), competencies of 
internal users and strategy.

eTransformation roadmap 
planning phase
assesses the current status of the 

company and shows the direction to 
proceed. 

 in this phase very important success 
factors are: top management support, 
clear goals, objectives and planning, 
compatibility (infrastructure), competencies 
of internal users, strategy, change 
management, consultants, project 
champion and effective communication.

E-transformation 
methodology phase
 has an iterative nature, ensuring the changes 

are not difficult to cope with. 
 Modifications and changes to systems are to be 

expected. 
 A di t th tt f thi t According to the matter of this stage as 

important success factors can be defined: top 
management support, compatibility 
(infrastructure), competencies of internal users, 
strategy, BPR, change management, excellent 
project management and effective 
communication.

eSystem implementation 
phase
 In the eSystems phase management controls 

have to incorporate standards, guidelines to 
users, procedures and manuals for the new 
system. 

 Security issues are being taken care of at this Security issues are being taken care of at this 
point. In this phase it seems that the important 
success factors are: top management support, 
clear goals/objectives/planning, compatibility 
(infrastructure), competencies of internal users, 
change management, effective communication, 
minimal customization.

Change management phase
 ensures the transition is smooth and that it 

achieves the expected broader and narrower 
goals and objectives of the entire 
transformation process. 

 Since the entire phase is the same as one of 
id tifi d f t th t i hidentified success factors, that is change 
management, this is clearly the most important 
factor. 

 This last stage is supposed to have a 
connecting role to all other stages, so it is 
different in its definition. As a result, we won’t 
assign additional factors to this stage.

Conclusion

 Implementation of e-business solutions 
require substantial resources, and yet, 
the success is not guaranteed. 

Organizations must try to minimize risksOrganizations must try to minimize risks 
by focusing on CSFs of e-business 
implementation. 
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Modul

Forecasting and modeling 
in PPP – Part 1

Module: B 

Prof.dr. Polona Tominc
E-mail: polona.tominc@uni-mb.si

Content

Time – Series Analysis:
– The importance of forecasting in PPP
– Classical Multiplicative Time-Series Model

– Least square trend fitting and forecasting

Multiple regression:
– Correlation and regression analysis and PPP

• Simple linear regression and correlation
• Multiple regression models

Private-public partnership
for correctional facilities

(prisons)

Correction facility DOB in 
Slovenia

In Slovenia prisons are crowded: the most overcrowded
is correction facility Ljubljana, which was on average
operating at 182% of prison system design capacity in 
2011. At the moment (may 2012) it is operating at 152% of
prison system design capacity.

Private – public partnership
EU model and USA model
• Main difference:
• In USA a wide range of public – private partnerships are found: 

– Partial outsourcing
– Complete outsourcing
– PPPs in Correctional Health Care, Maintenance and Food 

Services
– PPPs to Finance and Build Specialized Facilities

• In EU the private sector usually finances the building phase of
the correction facility and is included in maintaining and
support activities of the correction facility, while the
correctional services are operated by the state entirely.

Are private prisons really more 
cost-effective than public prisons?

The methodological tool for analyzing the impact of different factors 
on the cost performance of the prison is the multiple regression 
analysis.

In regression analysis the model is developed, 
that can be used to predict the value of 
dependent variable (response variable), based 
on the values of one or more independent or 
explanatory variables.
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Simple and multiple linear
regression
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y – dependent variable
x – independent or 
explanatory variables
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constant

Regression 
coefficients

Regression model

Ownership
of the

Age of the
facility

Independent 
variable x2:
Public = 0
Private = 1

Independent 
variable x3 Independent variable x4:

From
1 – minimal security
to
4 – maximum security

Daily costs
of

operating a 
correction

facility

facility
Security
level of

the facility

y

Dependent 
variable y

Number of
inmates

Independent 
variable x1

Data Regression results

Correlation coefficients (Pearson correlation):
- The strenght and sign of relationship. Measures linear 
association between two variables – NOT dependency.
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y – dependent variable – cost per day

Explanation of regression coefficients

• With each additional inmate, the cost per 
day (per inmate) is on average lower for 
0 069 monetary units

210 246,0069,0 xxby 


0,069 monetary units.

• Older correction facilities deal with on 
average higher costs: for each year, cost 
is on average higher for 0,246 monetary 
units.
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Regression analysis EXAMPLE:
The effect of prison population size on crime rates

- Data file in the e-classrooom:
- Prisoners_and_police_officers.sav

- SPSS software

- Analyze  regression  lineary g
 Dependent variable: number of prisoners per 100000 

inhabitants
 Independent variable: number of police officers per

100000 inhabitants

Trend function

• The explanatory variable is „time“.

- Data file in the e-classrooom:
- number_of_crimes_Slovenia.sav

- SPSS software

- Analyze  regression  linear
 Dependent variable: number of crimes
 Independent variable: year

Literature, textbooks, 
articles…

A case study of PPP – time series analysis:

http://medind.nic.in/iae/t04/i2/iaet04i2p133.pdf

A case study of PPP – regression model:
http://asu.academia.edu/TravisPratt/Papers/649003/Are privathttp://asu.academia.edu/TravisPratt/Papers/649003/Are_privat
e_prisons_more_cost-effective_than_public_prisons_A_meta-
analysis_of_evaluation_research_studies

Other quantitative approach – factor analysis
http://www0.hku.hk/cicid/3_events/32/papers/13.pdf
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Modul

Management and
Governance in PPP

Jernej Belak, Ph.D.,
Assistant Professor

B

MER Model of Integral Management

The process dimension of management Corporate Governance

Refers to the relationship among the following three groups in 
determining the direction and performance of the corporation:

• the board of directors has an obligation to approve all decisions that 
i h  ff  h  l  f  f h  i

4

might affect the long–run performance of the corporation;

• the corporation is fundamentally governed by the board of directors 
overseeing top management,

• with the concurrence of the shareholder.

• One-tier boards  are typically found in Anglophone countries and 
are composed of executive and non-executive members.

• Two-tier boards  there exist supervisory board composed of 
members who are not involved in the management of the firm, and 

5

       g    ,  
boards of management, consisting only of executives of the firm; 
there is no overlapping membership between the two boards. It is 
used in Germany, France…

• In Slovenia; corporations can choose between the two systems.

Environmental Scanning and Industry Analysis

Environmental uncertainty = 

the degree of complexity + the degree of change

6


 

threat                   opportunity
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Environmental Scanning = monitoring, evaluating and disseminating 
information from the external and internal environments to key 
people.

External Environment:

7

• societal environment (general forces: economic, technological, 
political-legal, sociocultural)

• task environment (elements, groups which directly affect the 
corporation and in turn are affected by it)  it is the firm's industry 
(industry analysis – Porters' approach to industry analysis)

Identifying external strategic factors

 identifying those key environmental trends that are judged to have 
both:

8

• a medium to high probability of occurrence and

• a medium to high probability of impact on corporation.

What is strategic management?

Strategic management


is a set of managerial decisions and actions that determines the long-

run performance of corporation.

9

It includes:

• environmental scanning

• strategy formulation

• strategy implementation

• evaluation and control.

Benefits of strategic management are:

• Clearer sense of strategic vision for the firm

Mojca Duh 10

• Sharper focus on what is strategically important

• Improved understanding of a rapidly changing environment

Phases of strategic management:

• Phase 1: Basic financial planning

• Phase 2: Forecast-based planning

Mojca Duh 11

• Phase 3: Externally oriented planning (strategic planning)

• Phase 4: Strategic management

Basic model of strategic management  its basic elements

Mojca Duh 12

Environmental 
Scanning

Strategy 
Formulation

Strategy 
Implementation

Evaluation
and

Control

Basic Elements of the Strategic Managememnt 
Process
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Environmental Scanning

 is the monitoring, evaluating, and disseminating of information from 
external and internal environments to key people within the 
corporation.

Mojca Duh 13

Its purpose  to identify strategic factors.

Strategic factors  those external and internal elements that will 
determine the future of the corporation.

SWOT analysis = the simplest way to conduct environmental scanning.

External environment  Opportunities and Threats

Mojca Duh 14

Internal environment  Strengths and Weaknesses

Strategy Formulation

 is the development of long-range plans for the effective management 
of environmental opportunities and threats, in light of corporate 
strengths and weaknesses.

It includes:

15

 
• Defining the corporate mission

• Specifying achievable objectives

• Developing strategies

• Setting policy guidelines

Mission  is the purpose or reason for the organization's existence (it 
may also include the vision).

Objectives  are the end results of planned activities.

16

Strategies  corporate, business and functional ones.

Policies  broad guidelines for decision making. 

Strategy Implementation

 is the process by which strategies and policies are put into action 
through the development of programs, budgets, and procedures.

Program  is a statement of the activities or steps needed to 
accomplish a single-use plan.

17

p   g  p

Budget  is a statement of a corporation's programs in term of dollars, 
euros, ..

Procedures  Standard Operating Procedures.

Evaluation and Control

 is the process in which corporate activities and performance 
results are monitored. 

18
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Stakeholder approach

• Internal stakeholders
• External stakeholders

• Stakeholder expectations

• Stakeholder groups

• Stakeholder mapping

• Power
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Modul B

Nora Grisáková, PhD

Risk management

RISK AND RISK DEFINITION

2

Essence of RISK

The essence of risk is characterized by 3
factors:

• The event: a possible occurrence which The event: a possible occurrence which 
could affect the achievement

• The likehood: the chance (or probability) of 
the risk event occurring within the time 
period

• The impact: the financial value of the 
effect of the risk event

3

Definition of Risk

• There are 6 most common definitions in the literature:

„Chance or possibility of 
danger  loss  injury  “

„Situation where exist no 
knowledge of its 

„Variation in possible 
outcomes that exist in 

nature in a given danger, loss, injury, … outcome“ nature in a given 
situation“

„High probability of 
failture“

„Lack of predictability 
about structure, outcome, 

or consequences in 
decision or planning 

situations“

„The chance of something 
happening that will have 
an impact on objectives. 
It is measured in terms of 

consequence and 
likehood“

4

Risk management
• RM is the process of identifying, analyzing 

and addressing significant risks on an 
ongoing basis. 

• RM is a process that can help avoid negative 
outcomes and helps recognize emerging outcomes and helps recognize emerging 
opportunities.

• The RM process is a repetitive and iterative 
process that requires a high degree of detail 
and rigour, taking into consideration the 
complexity and objectives of a PPP 
procurement.

5

Risk management

• In all projects, there are a number of ways 
to allocate risks:
– Transferred risks (risks transferred to 

contracting party)
R t i d i k  ( i k  t i d b  th  bli  – Retained risks (risks retained by the public 
sector agency)

– Shared risks (risks shared between the 
contracting party and the public sector)

• The RM process must include the 
identification, analysis and management 
plan of all three types of risks.

6
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Risk management

• Effective risk management can lead to:

– Improved strategic management
I d  d ti l – Improved governance and operational 
management

– Improved financial management

7

Risks at different stage of a 
PPP project

We can identify four broad stages in a PPP 
project with different risk profiles:

1 P j t d l t1. Project development
2. Construction phase
3. Project start-up phase
4. Operation phase

8
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Private Sector Risk
• Design, construction and maintenance risk

– day to day operational and management risks, 
problems with subcontractors, completion risk, …

• Demand/revenue risk
– unexpectedly high or low demand compared to initial 

market assessmentsmarket assessments
• Political risk

– changes in government, changes in public policy, 
corruption, ….

• Currency risk
– unexpected severe depreciation or appreciation of 

currency that affect the service provider´s ability to 
pay investors

10

Public Sector Risk

• Political risk
– potential changes in public policy

• Bankruptcy risk
– private company declares bankruptcy while 

working on a contractworking on a contract
• Closure Risk

– the inability of the bidding party to reach 
financial closure

• Land Risk
– expropriation and eminent domain issues, 

difficulties acquiring land.

11

Risk Mitigation Strategies
Risk can be managed to an acceptable level, using the 
following protocol:
1. Identify the risk: What events or actions would adversely 

affect the cost, performance, timing or viability of a 
project? 

2. Determine the severity of the risk: what is the specific 
cost, time delay or reduction in performance if this event 
h ?happens?

3. Allocate the risk: The “golden rule” of risk management in 
contracts is that a risk should be managed by the party best 
able to manage that risk. Shifting risk to party not able to 
manage that particular risk costs more, and creates even 
more risk to a project.

4. Mitigate the risk: Determine what must be done to reduce 
the likelihood of an adverse event. 

5. Price risk: Determine the cost of addressing the risk.

12
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PROJECT EVALUATION
METHODS

13

Time value of money
• The idea that money available at the present 

time is worth more than the same amount in 
the future, due to its potential earning 
capacity.

• This principle of finance holds that, provided 
money can earn interest  any amount of money money can earn interest, any amount of money 
is worth more the sooner it is received.

• Also referred to as "present discounted value".
• Money deposited in a savings account will earn 

interest.
• Because of this universal fact, we would prefer 

to receive money today rather than the same 
amount in the future. 

14

The Time Value of Money

Future value = present value x (1+r)
At an interest rate of 5%, 1 € today is worth 1.05
€ next year

– 1 €(1+0.5)=1.05 €=(1+r)1 €(1 0.5) 1.05 € (1 r)

An euro today is worth more than a euro in the 
future

15

The Concept of Present 
Discounted Value

• Present value = future value/(1+r)
– The present value of receiving 1 € next year: The present value of receiving 1 € next year: 

1€ /(1.05)=0.95 €
• The present value is how much 1 € in the future 

is worth today
– Or the value in today’s money of 1 € in the 

future

16

Example

• If the length of time between deposit and 
withdrawal of funds is 35 years an the real 
interest rate is 4%, then the amount received is
– Present value x(1+0.04)35 = 3.95( )
– A consumer receives 3.95 € in 35 years for 

every 1 € she deposits now.
• If the interest rate rises to 6% 

– A dollar saved today will grow into 7.69 € in 
35 years.

17

Analysis Period

• In the investment has to be defined:
– First year of the investment
– Length of investment

• We can dived the analysis period on:• We can dived the analysis period on:
– Construction period
– Full operation period

18
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Construction 
Period Operation period

Present Construction 
Completed

Time of Sale
Retirement

6 year 20 year 10 year

• The length of the analysis period is 
generally established by the point in time 
at which no further costs or returns can 
be expected to result from the 
investment.

19

Cash Flow

• CF include all costs and returns where 
cost are negative and returns (or income) 
are positive

• CF the euro (dollar) value of all costs and • CF the euro (dollar) value of all costs and 
benefits in a given period. 

• Each analysis period must include all 
actual costs an income associated with 
the investment during that year.

20

Net Present Value

• The change in the value of the firm that occurs if 
and when the firm implements a project.

• The difference between the present value of 
cash inflows and the present value of cash 
outflows  outflows. 

• NPV is used in capital budgeting to analyze the 
profitability of an investment or project.

• NPV analysis is sensitive to the reliability of 
future cash inflows that an investment or project 
will yield.

21

Net Present Value

C0 – investment
CFt – the net cash-flow (the amount of 
cash, inflow minus outflow) at time t
r – the discount rate
t – the time of the cash flow 

22

Net Present Value

• NPV compares the value of a dollar today to 
the value of that same dollar in the future, 
taking inflation and returns into account. 

If the NPV of a prospective project is • If the NPV of a prospective project is 
positive, it should be accepted. 

• However, if NPV is negative, the project 
should probably be rejected because cash 
flows will also be negative.

23

Net Present Value

• NPV is the most widely accepted tool for 
analyzing projects.

• Advantage: It takes into account the time • Advantage: It takes into account the time 
value of money

• Disadvantage:  It does not take into account 
the risk of the project.  
– Sometimes companies compensate for risk by 

raising the expected return on a risky project.

24
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NPV Example
A company is thinking about investing 1,000 € in a new factory.
According to budget analysis, the factory will generate the 
following cash flows:
Year 1 200 €
Year 2 600 €
Year 3 800 €
Year 4 200 €

The company requires that its projects return 12% (perhaps 
because it pays 8 % on its bonds, and, requires a profit of 4%).

Should the company invest in the new factory?

25

Internal Rate of Return
• The IRR is the discount rate at which the NPV of 

the project is exactly zero.  It is the “point of 
indifference” between accepting and rejecting 
the project.

• If a project has a high IRR, then the company 
should accept the project.

• If the project has a low IRR, reject the project.

• IRR is the second most popular tool (behind 
NPV).

26

Internal Rate of Return

• Advantage: It takes into account the 
time value of money.

• Disadvantage:
It  t  t   f  th   – It can generate two answers for the same 
input. (if there are more than one negative 
cash flow years).

– It can pick the wrong project when choosing 
between two mutually exclusive projects.

27

IRR Example

Use the same cash flows as in NPV 
example. What is the IRR?
You can use Excel or for example Newton p
Raphson method for nonlinear equations or 
interpolation method.

28

Interpolation method for IRR

29

Profitability Index

• PI is a hybrid of the NPV calculation. It 
can quickly show you a number to 
compare to other projects.

• The profitability index is also called 
“the benefit to cost” ratio. It measures 
the present value return for each 1€
invested.

30
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Profitability Index

• Advantage: It uses time value of money. It is 
similar to the NPV, and, is easy to interpret.

• Disadvantage: Similar to the IRR, it may give the 
wrong decision when choosing between mutually 
exclusive projects.

• Using the same cash flows as in NPV, solve for the 
Profitability Index.

31

Payback Period

• is the length of time before the company 
“breaks even” on its investment. 

• A company may have a “payback rule”   • A company may have a payback rule .  
(We want to break even on all projects 
within 5 years)

32

Payback Period
• Advantages:

– Conservative.
– Easy to understand.

• Disadvantages: 
– Does not use time value of money.
– Simplistic.

• Suppose the company from previous 
examples has a payback rule of 4 years.

• Should it accept the above project?
33

Example

BAS Holding specializes in the development 
of out-of-town shopping centers. It is 
currently investigating 5 possible projects 
and these are located in place A, B, C, D 
and E.
We assume, that company´s discount rate 
is 5.0%.
Income from rents is guaranteed for up to 5 
years, after which time the company will 
transfer ownership to the local council. 

34

Year A (in mill. €) B (in mill. €) C (in mill. €) D (in mill. €) E (in mill. €)

0 -4.0 -4.0 -5.0 -5.0 -3.0

1 1.0 1.5 0.0 1.0 1.0

2 1.0 2.5 0.5 2.5 1.0

3 1.0 0.5 1.5 1.5 0.5

4 1.0 0.5 2.0 1.5 0.5

5 1.0 0.5 3.0 1.0 0.5

Activity:

35

1. What is the total profit of each project?
2. What is the net present value of each project?
3. What are the payback periods for the projects?
4. Calculate the profitability index of each project.
5. Calulate IRR for each project if you kow:

Intrest
rate

A B C D E 

r1 7.5 % 15.0 % 8.0 % 15.0 % 6.0 %

r2 8.0 % 16.0 % 9.0 % 16.0 % 7.0 %

RISK IN BUILT – OPERATE –
TRANSFER (BOT) PROJECTS

36
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Built – Operate – Transfer 
Projects

The BOT is a type of infrastructure project which is 
based on granting of concession by a principal 
(usually a government) to a promoter 
(concessionaire or private part) who is responsible 
for: 

t ti  • construction, 
• financing, 
• operation and maintenance of a facility over the 

period of the concession 
After the concession period promoter transfer the 
facility, at no cost to the principal, in a fully 
operational condition.

37

BOT Projects

• Governments mostly use BOT Projects for 
infrastructure, airports, power plants, 
waterworks, public lighting …. 

• Realization of BOT project does not • Realization of BOT project does not 
imply, that private sector undertaking 
project must assume all the project risk. 

• In BOT projects very much of reasonable 
supports or risk sharing are from 
government side.

38

Types of Risk in BOT 
Projects

1. Financial risk
2 Political risk2. Political risk
3. Technical risk
4. Other risks

39

GOVERNMENT SUPPORT IN 
PPP (BOT) PROJECTS

40

Government Support in BOT

• Support component actually contains Bundle 
of options. 

• Bundle of options can be broken down again 
into multiple Options for evaluation of their 
values. values. 

• Summation of all value of Option elements is 
the value of the bundle. 

• Then, the value of cash flow without 
support pluses value of the Bundle of 
Options is value of the cash flow with 
support (Options)

41

Boundle of Options
Cash Flow Structure

Cash Flow without support
Support Component 
(Bundle of option)

42

Option Option Option Option

Total Cash Flow 
(Cash Flow with support + Cash Flow without support)
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Government Financial 
Support

• Equity guarantees - This kind of guarantee gives Project 
Company a right to sell the project to the government 
with a guaranteed minimum return on equity. 

• Debt guarantees - Government provides a full guarantee 
or a cash-flow deficiency guarantee for repayment of 
debt.debt.

• Exchange rate guarantees - Government compensate the 
Project Company for increases in local cost of debt 
service due to exchange rate movements.

• Grants and subordinated loans - Government can help in 
enhancing project economics by providing non-repaying 
grants or subordinated loan.

• Concession extensions - Government may give right to 
Project Company to extend the concession term if 
revenue falls below a specified level.

43

Government Financial 
Support

• Shadow tolls - government pay a specific annual payment 
per vehicle recorded on the road to Project Company. 
The shadow tolls can be made into several rates 
depending on demand volume.

• Minimum traffic guarantee - Government will 
compensate to Project Company in cash if traffic falls 
below a specified minimum level. This is the common 
type of support in BOT project. If traffic volume goes 
beyond the ceiling level, government has benefit sharing 
from the excess volume too.

• Revenue enhancements - Government normally 
enhances project revenue by limiting competition, 
facilitating demands, or allowing development of 
ancillary facilities. 

44

MINIMUM TRAFFIC
GUARANTEE – CASE STUDY

45

Minimum Trafic Guarantee
Case study

• Project Company can claim for compensation 
from government if Traffic volume of any year 
does not meet the agreed minimum threshold. 

• We expect the revenue from highway tolls. 
• Assume that during our time period will not g p

change payments for each vehicle. 
• The Project Company holds yearly “Put Option” 

through the project life. 
• As the traffic decreases, revenues from “Highway 

Payments” decrease, below a certain point, value 
of the option increases. 

• In this type of support, there is only single Option 

46

Minimum Trafic Guarantee
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48

Underlying asset Underlying Cash-Flow

Exercise price Cash-Flow at minimum traffic
guarantee

Maturity time 1 Year

Volatility Volatility of Cash-Flow

Risk-free interest rate Risk-free interest rate
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Measuring the Value of 
Option

49

Case Study – Slovak 
Highway

• Consider that minimum revenues are counted 
from Highway payments as a rate from expected 
revenues. 

• We have to find the minimum revenues, which 
will be guaranteed by government. will be guaranteed by government. 
– For finding this rate, we have to count two Cash-

Flows from the project, one without the option and 
one CF with minimum revenues - CF with option. 

• We use binomial model for calculating the value 
of real option and for rate from expected 
revenue on which the government will take the 
option.

50

Features of Highway Project
Investment 2 290 mil. €
Forecast of revenues 
from highway 
payments 

106 mill. €
Volatility of traffic 30%
Yearly growth of revenues from highway 
payments (from growing of highway 
traffic):

51

)
3% (year 1 – 10), 4% (year 11 – 30)

Concession period 30 years excluding construction period
Yearly Operating 
expenses

9,95 mil. €
Increasing 0,5% yearly

Tax rate 19%
Risk free interest rate 5% (continuous)
Weight Average Cost of 
Capital (WACC)

15% (continuous)

Solution Process

52

Conclusion for Highway BOT 
• For large investment projects, there are many risks, 

which investors should consider. 
• We have seen how the government can help to take 

risks to a private investor. 
• Government help in the projects, which are not 

primarily for investors interesting, but they have primarily for investors interesting, but they have 
great social wage. 

• In Minimum traffic guarantee we use the method of 
real option to provide government assistance. 

• Government support for the project is an option, 
which may or may not be utilized. 

• We calculate the guaranteed level of revenue and 
from the total value of option we calculate the 
expected revenues, which will be the government 
support.

53

Methods and tools for risk 
modeling and analysis

• A fault tree
• Event tree analysis
• Cause-consequence analysis (CCA)

A  i fl  di• An influence diagram
• CPM networks and decision trees
• Decision analysis, stochastic simulation, 

sensitivity analysis and conceptual models
• The methods of decision analysis
• Project simulation

54
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THANK YOU FOR YOUR 
ATTENTION
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Assis. Prof. Barbara Bradač Hojnik

Agenda
• Part 1: The domain of intrapreneurship

– Intrapreneurship defined

– Requirements for corporate entrepreneurship

– Forms of intrapreneurship

– Intrapreneurship in non‐profit and government organizations

S ccessf l PPP and enco raging intraprene rship in PPP– Successful PPP and encouraging intrapreneurship in PPP

• Part 2: Intrapreneurs and their roles in PPP

– Intrapreneurs defined

– Comparison of corporate intrapreneurs and public sector intrapreneurs

– Roles of intrapreneurs in PPP

• Part 3: Measures to evaluate intrapreneurship in PPP

– Corporate entrepreneurship audit

Part 1

THE DOMAIN OF 
INTRAPRENEURSHIP / CORPORATE
ENTREPRENEURSHIP

Part 1

What is corporate entrepreneurship
or intrapreneurship?

• A term used to describe entrepreneurial behavior 
inside established organizations which leads to the 
creation of new business initiatives through:

– product and service innovation

– process innovation and 

– market development

• Is an strategic tool for entrepreneurial management

• Intrapreneurship can be undertaken at corporate, 
functional or project level

MEET U.S.

What is corporate entrepreneurship
or intrapreneurship?

• Corporate entrepreneurship refers to the formal and 
informal process of creating new businesses, 
products, services, and processes to create value and 
generate new business growth inside of existing 
organizations

• Individuals that do this work are referred to as 
corporate entrepreneurs or intrapreneurs. They are 
the pioneers, business builders, and change agents 
that initiate growth inside organizations

What is corporate entrepreneurship
or intrapreneurship?

• Activities that receive organizational sanction and 
resource commitments for the purpose of innovative 
results.

• A process whereby an individual or a group of 
individuals, in association with an existing 
organization, creates a new organization or instigates 
renewal or innovation within the organization.

• A process that can facilitate firms’ efforts to innovate 
constantly and cope effectively with the competitive 
realities that companies encounter when competing 
in international markets.
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The need for corporate
entrepreneuring

Due to:

• Rapid technological change, consumer demand for variety, quality, customization 
and convenience, 

• Short business cycles

• Move from physical to intellectual assets

• An exodus of some of the best and brightest people from corporations to becomeAn exodus of some of the best and brightest people from corporations to become 
small business entrepreneurs

• International, new and sophisticated competitors

• Downsizing of major corporations

• An overall desire to improve efficiency and productivity

• The increase in strategic alliances with small firms, outsourcing and downsizing

…large companies are changing the way they structure their processes in order to be 
more responsive to market needs, competitors’ strategies, and the initiatives of small 
companies

Requirements for corporate
entrepreneurship

• Creating the appropriate culture

• Corporate venturing

• Venture capital support

• Sponsoring independent entrepreneurs

• Management as champions of innovation

Requirements for corporate
entrepreneurship

S t

Business environment

Culture
System Strategy

Management

Structure 
and size

Requirements for corporate
entrepreneurship: Creating the 

appropriate culture
• Large organizations: layers of hierarchy, inflexible structures, low 

level of employee participation, high level of political activity

• Intrapreneurship

– Based on the need to build and foster innovation and creativity 
to keep up with competition

– Tries to model the entrepreneurial environment by encouraging 
flexibility, independence, and risk‐taking

– Is developed through the organization structure (how the firm is 
structured to coordinate its efforts), the types of the behaviors that 
are rewarded, and the types of career development & reward 
systems that are utilized 

Requirements for corporate
entrepreneurship:

Organizational Structure
An entrepreneurial structure is flexible, has few levels of 
hierarchy and allows employees to participate in the decision 
making process

• Flat structure: facilitates close connection with the customers, 
eliminates needless roles that slow down the process (e geliminates needless roles that slow down the process (e.g. 
separate unit for quality inspection), and develops a close‐nit 
group

• Small autonomous units: often found in manufacturing 
environments and/or multi‐business organizations (a grouping 
of small organizations, each responsible for all the activities of 
the business)
– Improves strategic decision making (close to market 
relationship)

– Facilitates product innovation (speed)

Requirements for corporate
entrepreneurship:

Promoting Intrapreneurial Behavior
Behavior that is rewarded will be repeated

• Risk taking: encouraging the development of new ideas is essential ‐
‐must be willing to accept failure, success does not come without 
failurefailure
– Innovation is a prime ingredient in market success (especially in 

industries driven by rapid technological change)
– Encouraging this environment includes, accepting a trial and 

error approach, and using brainstorming sessions to generate 
new ideas

• Empowerment: giving employees the freedom to make decisions 
increases the flexibility of the firm, improves customer response 
time, and increases product innovation (e.g. Toyota ‐ suggestions & 
assembly line)
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Requirements for corporate
entrepreneurship: Career 

Development & Reward Systems

• The development of intrapreneurship must include a career 
development program and reward system

• The goal is to reward employees for their efforts and to make them 
feel as an integral part of the organization 

– Equity, stock options, cash gifts, bonuses

– Promotions, free time, recognition, access to funds and 
resources

Benefits of an 
intrapreneurial philosophy

• Leads to the development of new products 
and services and helps the organization 
expand and grow. 

• Creates a work force that can help the• Creates a work force that can help the 
enterprise maintain its competitive posture.

• Promotes a climate conducive to high 
achievers and helps the enterprise motivate 
and keep its best people.

Reengineering corporate
thinking

• Rules or steps that will help employees to 
develop an intrapreneurial mindset:

1. Set explicit goals.

2. Create a system of feedback and positive 
reinforcement.

3. Emphasize individual responsibility.

4. Give rewards based on results.

5. Do not punish failures.

Forms of intrapreneurship

• Intrapreneurship manifests in companies in 
two ways:

– Corporate Venturing – addition of new businesses 
to the corporationto the corporation

– Strategic Entrepreneurship – highly consequential 
innovations that are adopted in the firm’s pursuit 
of competitive advantage

Forms of intrapreneurship

Corporate entrepreneurship

Corporate venturing:
‐ Internal corporate venturing
‐ Cooperative corporate

Strategic entrepreneurship:
‐ Strategic renewal
‐ Sustained regenerationp p

venturing
‐ External corporate venturing

g
‐ Domain redefinition
‐ Organisational rejuvenation
‐ Business model reconstruction

Public-private partnerships

Source: Michael H. Morris, Donald F. Kuratko, and Jeffrey G. Covin, Corporate Entrepreneurship & Innovation (Mason, OH, Thomson), 2008, p. 81. 

Corporate venturing defined

• Corporate venturing – directly investing corporate funds into 
external business start‐ups

• It can have several forms, from real partnership to complete
take over of the smaller businessestake‐over of the smaller businesses

• Key to success is good ‘strategic fit’:
– Strong relationship with core competencies of venturing company ‐

effective synergy

or 

– Acquiring skills, technologies or customers that compliment the 
strategic direction of venturing company ‐ effective knowledge 
transfer
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Advantages of corporate
venturing

• Facilitates innovation and knowledge import

• External sources of finance may be easier to 
access

F ili i f i i• Facilitates creation of semi‐autonomous units 
with their own cultures, incentives and 
business models

• Often involves highly motivated staff

Disadvantages of corporate
venturing

• Requires investment, normally equity, which 
can be risky

• Requires investment in venture mechanisms 
that set up venture management andthat set up venture management and 
networks that search out, evaluate and 
generate deal flows

• Investing company will not be in complete 
control of innovation

Motives for corporate
venturing

• Leveraging – to exploit existing competencies 
in new product or market arenas

L i i k l d d• Learning – to acquire new knowledge and 
skills that may be useful in existing product or 
market arenas

Modes of corporate
venturing

• Internal corporate venturing

– new businesses created and owned by the corporation

• Cooperative corporate venturing

– new businesses are created and owned by the corporation y p
together with one or more external development partners

• External corporate venturing

– new businesses are created by parties outside the 
corporation and subsequently invested in or acquired by 
the corporation

Internal corporate venturing

• Induced strategic behavior is a top‐down 
process in which the current strategy and 
structure foster product innovations that are 
closely associated with the current strategyclosely associated with the current strategy

• Environmental uncertainty makes developing 
entrepreneurship strategy highly complex

• Requires a decision on which corporate 
resources to deploy for new technology 
development and which innovative ideas to 
bring to market

Model of internal corporate
venturing

Concept of Corporate Strategy

Structural Context

Induced
Strategic 

Behaviour

Autonomous
Strategic 

Behaviour

Strategic Context
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Organising New Venture 
Developments

Special Business 
Unit

New Product 
Business

Complete Spin‐
off

Independent 
Business Unit

New Venture 
C i

 r
e
la
te
d
n
e
ss

Unrelated

Partly Business 
Department

Direct 
Integration

Division Contracting

Micro New 
Business 

Department

Nurturing and 
Contracting

Strategic importance

Very important Uncertain Not important

O
p
e
ra
ti
o
n
al

Partly 
related

Very 
related

Comparison of for-profit and
non-profit organisations

Areas For‐profit organisations Non‐profit organisations

Stakeholders Shareholders Multiple

Stakeholders interests Profit Highly divergent, often intagible

Political influence Minimal, indirect Highly influenced by contracts,
authority

F di Abl Of d d f di /Funding Able to generate resources Often dependent on funding / 
donations

Performancemeasures Financial / tangible Both tangible and intangible

Final recipient of 
service

Paying customer Typically nonpaying beneficiary

Mission Profit Creation of social value

Goals Clear, distinct Multiple, different priorities

Risk Often risk seeking Generally risk averse

Management Experienced in revenue
generation and business practice

Lacking typical business skills / 
experiences

Unique characteristics of 
public sector organisations

• Do not have a profit motive and instead are guided by social and political
(diverse) objectives.

• Have less exposure to the market and its incentives for cost redusctions, 
operating economies and efficient resource allocation.

• Receive funds indirectly from an involuntary taxpayers.

diffi l i i id if i h i i ‘ d h• Have difficulties in identifying the organisation‘s cudstomers as there are 
typically a number of different publics.

• Produce services that have consequences for others beyond those
immediately involved.

• Are subject to public scrutiny, such that major decisions have to be made
with transparency.

• Face risk / reward trade‐offs that strongly favour avoiding mistakes.

Intrapreneurship in public
sector

• Public sector intrapreneurship is the process of creating value for citizens
by bringing together unique combinations of public and/or private
resources to exploit social opportunities

• Unique characteristics of public sector organisations with which PPP is 
confronted:

1. Pluralism
2. Overload
3. Rational limited search
4. Multiple objectives and 

constituencies
5. Uncertain production function
6. Input-output measures
7. Need for symbols

8. Equity vs.effectiveness
9. Budget cycles and floors
10.Tenure of senior decision 

makers
11.Sunk costs
12.Random agenda solution
13.Tunnel vision
14.incocsistency

Successful PPP
• From the corporate entrepreneurship point of view 
the secret is to balance the strengths of both sectors 

• Fundamentals of smart partnership:
– Maximizes the use of each sector’s strength

– Reduces development risk

– Reduces public capital investment

– Mobilizes excess or underutilized assets

– Improves efficiencies/quicker completion

– Better environmental compliance 

– Improves service to the community

– Improves cost effectiveness

– Shares resources

– Shares/allocates risks

– Mutual rewards

Six keys for cussesful PPP
Statutory & Political Environment 

 Statutory Authority & Regulations and Political Leadership 
must be in place

- Strong policy statement  

- Will to change the system  

- Top Administrative officials engaged in execution  

Organized Structure  

 Call for a good governance regime 

- Best value vs lowest price   

Guaranteed Revenue Stream 

 Long-term financing plan

- Availability of Payments 

- Underutilized Assets 

- Concession Model 

- Creative Approaches  

Stakeholder Support   

 Require open discussions, knowing the FACTS, 
Translating each other’s language  

- Dedicated & trained personnel to monitor 
implementation   

- Dedicated group (tied to the purpose of the 
partnership  

Detailed Business Plan  

 Encompasses goal oriented performances  

- Specific milestones and goals    

- Reporting metrics and frequency    

- Risk Allocation   

- Dispute resolution methodology 

- Development of workforce 

- Public & Private sector officials

- Labor unions

- End users 

- Resolution of Competing interests 

Picking Partner Carefully   

 Long-term relationship calls for each sector’s motivation 

- Technical capability

- Financial capability

- Reasonable Return on Investment 

- Timely execution vs development costs 

- Political & statutory environment  

Strong LEADERSHIP makes all the other factors come together

IntrapreneurIntrapreneur‘s 
roles?
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Encouraging an intrapreneurial
environment in PPP

• Steps to help restructure corporate thinking and 
encourage an intrapreneurial environment:

1. Early identification of potential intrapreneurs

2. Top management sponsorship of intrapreneurial projects

3. Creation of both diversity and order in strategic activities

4. Promotion of intrapreneurship through experimentation

5. Development of collaboration between intrapreneurial
participants and the organization at large

Encouraging 
intrapreneurship in PPP

Basic factors

CommitmentSponsors

Intrapreneurial factors

REWARD

MANAGEMENT 

Regular pay,

job security
Promotion, autonomy, ‘slack’, 

responsibility, recognition, bonus

Knowledge resources

Corporate venturing, cross 
functional teams, external 

networks, internationalisation 

Finance & 
materials

Hierarchy

Tolerance of 
lower risks

No penalisation

p
SUPPORT

RESOURCES

ORGANISATIONAL 
STRUCTURE

RISK

INTRAPRENEURS AND THEIR ROLES
IN PPP

Part 2

Entrepreneurs vs. 
intrapreneurs

Entrepreneurs

• Agents of economic growth 
that introduce 
– new products, 

– new production methods

Intrapreneurs

Intrapreneurs engage in 

entrepreneurship by:

• taking risks new production methods, 
and 

– other innovations

that stimulate economic activity.

• Can surface at any level in 
the firm

• Form innovative 
– production processes or 

– service delivery mechanisms.

g

• acting aggressively

• acting proactively in their 
firms

Are corporate entrepreneurs/ 
intrapreneurs different?

• Corporate entrepreneurs:

– Not necessarily the inventors of new products, 
services, or processes

– Turn ideas or prototypes into profitable realitiesTurn ideas or prototypes into profitable realities

– Drivers behind the implementation of innovative 
concepts

– Team builders

– Ordinary people who do extraordinary things

Are corporate entrepreneurs/ 
intrapreneurs different?

• Entrepreneurial action can be described best 
in terms of conceptualization and then 
implementation

• Conceptualization  “dreaming”

• Implementation  “doing”

• Corporate entrepreneurs must be well skilled 
in both of these dimensions
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Are corporate entrepreneurs/ 
intrapreneurs different?

The Corporate Entrepreneurial Framework

Comparison of corporate and 
public sector intrapreneurs

Compared
element

Corporate intrapreneur Public sector intrapreneur

Primary motive Freedom and access to corporate 
resources; goal oriented and self 
motivated, but also responds to 
corporate rewards and recognitions

Power motivated and achievement 
motivated; may think in grandiose 
terms; not constrained by profit motive

corporate rewards and recognitions

Focus Internal and external, builds 
networks, finds mentors or 
sponsors

Learns to coopt or use external forces 
to accomplish internal change; builds 
conctituencies of support among 
politicioans, unions, private sector and 
community

Risk and failure Likes moderate risks; hides risky 
projects

Calculated risk‐taker, takes big 
organisational risks without taking big 
personal risks

Comparison of corporate and 
public sector intrapreneurs

Compared
element

Corporate intrapreneur Public sector intrapreneur

Time orientation End goal of 3‐15 years depending 
on type of venture

End goals of 10‐15 years; begins with 
impressive short‐term success, then 
implements long‐term plan as series of 
short term programmesshort term programmes

Skills Strong technical skills or product
knowledge; good managerial skills; 
weak political skills

Strong political skills; able to develop 
power sources beyond those formally 
assigned; adept at using public relations 
and the media to advantage

Attitude toward 
system

Dislikes system but learns to work 
within it and manipulate it

Tends to redesign or restructure the 
system to accomplish own neds

Courage and 
destiny

Self‐confident, optimistic, bold; 
cynical about the system but 
believes it can be manipulated

Self‐confident, optimistic, bold; high 
tolerance for ambiguity; uses ambiguity 
as a source of managerial discretion

Roles of corporate 
entrepreneurs / intrapreneurs

• Fifteen key roles that must be filled by the corporate entrepreneur in PPP:

– Researcher/analyzer

– Interpreter/strategist

– Visionary/inventory

– Catalyst or leader

– Endorser

– Team player

– Resource provider

– Problem solver

– Coordinator

– Negotiator

– Politician

– Change manager

– Missionary

– Opportunist

– Critic/judge

Critical roles of intrapreneur
in PPP

Climate makers
Sponsors

Roles of 
intrapreneur in 

PPPIntrapreneurs

Intrapreneurial
team

Idea people

Are you a corporate 
entrepreneur?

1. Does your desire to make things work better occupy as much of 
your time as fulfilling your duty to maintain them the way they 
are?

2. Do you get excited about what you are doing at work?

3. Do you think about new business ideas while driving to work or y g
taking a shower?

4. Can you visualize concrete steps for action when you consider 
ways to make a new idea happen?

5. Do you get in trouble from time to time for doing things that 
exceed your authority?

6. Are you able to keep your ideas under cover, suppressing your urge 
to tell everyone about them until you have tested them and 
developed a plan for implementation?
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Are you a corporate 
entrepreneur?

7. Have you successfully pushed through bleak times when 
something you were working on looked as if it might fail?

8. Do you have a network of friends at work that you can count on 
for help?

9. Do you get easily annoyed by other’s incompetent attempts to y g y y y p p
execute parts of your ideas?

10. Can you consider trying to overcome a natural perfectionist 
tendency to do all the work yourself and share the responsibility 
for your ideas with a team?

11. Would you be willing to give up some salary in exchange for the 
chance to try out your business idea if the rewards for success 
were adequate?

MEASURES TO EVALUATE
INTRAPRENEURSHIP IN PPP

Part 3

Assesing intrapreneurship in 
PPP

• There exist several methods to asses 
intrapreneurship

• The aim of every assessment is to wind the 
weaknesses and strengths of a company and to 
identify possibilities for its further actions for 
improvements

• We will get acquainted with the Corporate 
entrepreneurship audit

Corporate entrepreneurship
audit

• The Corporate Entrepreneurship Audit Tool provides 
a check on the potential for the organisation to be 
entrepreneurial, as well as the appropriateness of 
this orientation in terms of its environment. 

• Aim of the method CEA is to asses the 
intrapreneurial characteristics of 4 dimensions of the 
„Requirements for corporate entrepreneurship“:

– Leadership

– Culture

– Structure

– Strategy

Corporate entrepreneurship
audit

• This interactive tool assesses the environment and 
each of the four dimensions of architecture by 
answering 15 questions on a scale of 0‐  4 (low‐high). 

• The results are mapped onto an Audit Grid that 
measure entrepreneurial potential in four 
dimensions    shown as a red diamond  and the 
appropriateness of entrepreneurship for the 
competitive environment facing the organization   
shown as a blue circle. 

Corporate entrepreneurship
audit

• The further from the centre (measured on a 60‐point 
scale), the more entrepreneurial is the architecture 
and the environment. The environmental footprint, 
ideally, should map onto the entrepreneurial 
potential, otherwise there is a mismatch. 

• This tool can be applied to any level of a company.

• It provides the possibilites for further development
of intrapreneurship.
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Corporate entrepreneurship
audit

• Circle the number that best describes your 
opinion about the characteristic, as it applies 
to the organisation being audited. Jot down 
evidence and/or examples to justify yourevidence and/or examples to justify your 
scores in the box at the bottom of the page. 
Use this when you write your report.

CE Audit
A: Leadership

low     average    high

1 Clarity of vision 0 1 2 3 4

2 Definition of values 0 1 2 3 4

3 Grasp of reality 0 1 2 3 4

4 Effectiveness of communication 0 1 2 3 4

5 Willingness to »walk the talk« 0 1 2 3 4

6 Level of trust generated 0 1 2 3 4

7 Care and respect shown for individuals 0 1 2 3 4

8 Consistency of behaviour 0 1 2 3 4

9 Ability to influence individuals and outcomes informally 0 1 2 3 4

10 Ability to think strategically 0 1 2 3 4

11 Ability to motivate 0 1 2 3 4

12 Ability to manage change 0 1 2 3 4

13 Ability to resolve or reconcile conflict 0 1 2 3 4

14 Ability to build confidence in the organisation 0 1 2 3 4

15 Appropriateness of leadership style 0 1 2 3 4
Total score _________________

CE Audit
B: Culture

low     average    high

1 Builds strong relationships 0 1 2 3 4

2 Encourages creativity and innovation 0 1 2 3 4

3 Empowers staff with “can‐do” attitude 0 1 2 3 4

4 Encourages measured risk taking 0 1 2 3 4

5 Encourages continual learning 0 1 2 3 4

6 Creates a sense of belonging to a group (“ingroup”) 0 1 2 3 46 Creates a sense of belonging to a group ( ingroup ) 0 1 2 3 4

7 Encourages egalitarianism 0 1 2 3 4

8 Encourages achievement 0 1 2 3 4

9 Accepts change as normal 0 1 2 3 4

10 Encourages networking inside and outside the organisation 0 1 2 3 4

11 Creates a sense of commitment 0 1 2 3 4

12 Creates time or “space” for learning, creativity or innovation 0 1 2 3 4

13 Encourages team working 0 1 2 3 4

14 Encourages open communication 0 1 2 3 4

15 Is underpinned by a strong set of enduring values 0 1 2 3 4

Total score _________________

CE Audit
C: Size, structure and

organisation
low     average    high

1 Degree of hierarchy 0 1 2 3 4

2 Degree of bureaucracy 0 1 2 3 4

3 Degree of control 0 1 2 3 4

4 Degree of flexibility 0 1 2 3 4

5 Extent of delegation 0 1 2 3 4

6 Extent of decentralisation 0 1 2 3 4

7 Extent that structures are flattened 0 1 2 3 4

8 Typical span of control (narrow=low, broad= high) 0 1 2 3 4

9 Degree to which team working is encouraged 0 1 2 3 4

10 Degree to which smaller units are encouraged to develop 0 1 2 3 4

11 Degree of autonomy of smaller units 0 1 2 3 4

12 Extent of networking with suppliers 0 1 2 3 4

13 Use of intrapreneurs and/or venture teams 0 1 2 3 4

14 Backing and “space” given to intrapreneurs and/or venture teams 0 1 2 3 4

15 Extent of reward systems that encourage innovation 0 1 2 3 4
Total score _________________

CE Audit
D: Strategy

low     average    high

1 Extent to which strategizing occurs at all levels 0 1 2 3 4

2 Extent to which strategy flexes to meet opportunities/threats 0 1 2 3 4

3 Extent to which strategy is informed by vision and mission 0 1 2 3 4

4 Extent to which strategy is influenced by all in organisation 0 1 2 3 4

5 Extent to which there is a strategic vision about the future 0 1 2 3 4

6 Extent to which intrapreneurship and innovation are central to the strategy 0 1 2 3 4

7 Extent to which growth is central to the strategy 0 1 2 3 4

8 Extent to which strategy relies on creating differential advantage 0 1 2 3 4

9 Effectiveness of branding 0 1 2 3 4

10 Consideration and monitoring of risks associated with strategies 0 1 2 3 4

11 Extent of “environmental monitoring” 0 1 2 3 4

12 Extent of reliance on internal growth 0 1 2 3 4

13 Extent to which the organisation pushes the boundaries of new products / new 

market development

0 1 2 3 4

14 Extent of emphasis on continual improvement 0 1 2 3 4

15 Speed of strategy implementation 0 1 2 3 4

Total score _________________

CE Audit
E: Environment

low     average    high

1 Change 0 1 2 3 4

2 Degree of turbulence 0 1 2 3 4

3 Degree of instability 0 1 2 3 4

4 Degree of disruptiveness 0 1 2 3 4

5 Degree of uncertainty 0 1 2 3 4

6 Degree of complexity 0 1 2 3 46 Degree of complexity 0 1 2 3 4

7 Importance of innovation 0 1 2 3 4

8 Importance of “first mover advantage” 0 1 2 3 4

9 Importance of differentiation 0 1 2 3 4

10 Extent of competition (lack of industry concentration) 0 1 2 3 4

11 Degree of competition 0 1 2 3 4

12 Threats of substitutes 0 1 2 3 4

13 Power of suppliers 0 1 2 3 4

14 Power of customers 0 1 2 3 4

15 Barriers to entry 0 1 2 3 4
Total score _________________
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Corporate entrepreneurship
audit Grid

                     

                     

                     

                     

Dimension A: leadership

                     

                     

                     

                     

                     

                     

                     

                     

Dimension C: size, 
structure and
organisation

Dimension D: strategy

Dimension B: 
culture

Corporate entrepreneurship
audit

• The results on the grid show where the 
company or organisation has strong and
where weak intrapreneurial performance.

• It laso shows where still need to be done• It laso shows where still need to be done 
some work to improve intrapreneurial
performance.

CONCLUSIONS AND REFERENCES
Part 4

Conclusions
• Today competition means spotting entrepreneurial 

opportunities.

• Corporate entrepreneurship occurs with no regards to 
company size.

• In PPP the corporate entrepreneurship /intrapreneurship 

58

t e co po ate e t ep e eu s p / t ap e eu s p
is a tool to develop long term partnership, strengthen it 
and to bring the value added to the partnership.

• In PPP the intrapreneur has several important roles 
including auditing the performance of the partnership 
established by using diferent tools or methods.

• The success of intrapreneurial development in PPP is 
related mostly to immaterial factors.
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• Morris, M.H., Kuratko, D.F., Covin, J.G. (2008). Corporate entrepreneurship

and innovation:
– Chapter 4: The forms of corporate entrepreneruship
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• Burns P (2008) Corporate entrepreneurship:• Burns, P. (2008). Corporate entrepreneurship:
– Chapter 8: Intrapreneurship and corporate venturing

• Pinchot, G., Pellman, R. (1999). Intrapreneuring in action:
– Chapter 2

– Appendix C

Remark:
Participants will get cases and other materials needed 
for the practical work during the lecture.
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Modul

LEGAL ASPECTS OF PPP

Dr. Dušan Jovanovič,Dr. Andreja Primec

Why using PPP

Advantages of PPP's
- PPP‘s are more efficient than the government in terms 

providing private capital and management
- Some of the risk is transferred to the party (either 

government or private sector)         that can bear the government or private sector)         that can bear the 
risk at lower cost

- PPP‘s create incentives for competition in markets 
where natural competition is inefficient or non-existent 
(natural monopolies)

2Assist. Prof. Andreja Primec Ph.D.

Comparison between PP 
(public procurement)  and 

PPP

• In both cases is similar 
that public and private partner negotiate 
th  i  ( ll  th gh  t d  the price (usually through a tender 
process).

3Assist. Prof. Andreja Primec Ph.D.

Differences

In the case of the PP
• The public authority specifies the quality 

and quantity of the required service and 
specify the design of goodsspecify the design of goods.

• Usually the public authority (merely) buys 
the goods and services from private 
sector and then distributes them to 
citizens. The risk of service delivery is on 
the public authority.

4Assist. Prof. Andreja Primec Ph.D.

In the case of the PPP
• In contrast to traditional PP the public 

authority does not purchase the capital assets 
directly from private sector, but rather acquires 
that particular private partner’s assets is 
involved.

• This means that private sector is usually also p y
responsible for operating and maintenance of 
the assets and the delivery of the service.

• Consequenssly  the private partner deals with 
part of the risk with the delivery of service.

5Assist. Prof. Andreja Primec Ph.D.

100%                                                    0%

Government                                    Private
risk                                                       risk 

0%                                                      100%
Complete    Traditional PPP’s  Concessions  Privatization
government public
production       procurement
and delivery

The Spectrum of Combination of Public and Private 
Participation. Classified According to Risk and Mode of 

Delivery
6Assist. Prof. Andreja Primec Ph.D.
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Legal definition of the PPP

• PPP is a joint venture of two or more 
entities investing money and /or assets 
intended for the performance of a joint 
business that shares the profits  losses  business that shares the profits, losses, 
and risks.

• PPP may be established by at least two 
entities, where at least one of them is a 
public entity and at least one is private 
entity.

7Assist. Prof. Andreja Primec Ph.D.

Legal framework of the 
PPP's in the RS

• Public-Private Partnership Act - PPPA 
(OFF. GAZ. NO. 127/2006),Zakon o javno-
zasebnem partnerstvu

• Public Utilities Act PUA (OFF  GAZ  NO  32/1993  • Public Utilities Act –PUA (OFF. GAZ. NO. 32/1993,… 
57/2011), Zakon o gospodarskih javnih službah

• Public Procurement Act- PPA (OFF. GAZ. NO. 
128/2006,… 43/2012), Zakon o javnem naročanju

• Public Finance Act – PFA (OFF. GAZ. NO. 
79/1999,… 110/2011), Zakon o javnih financah

8Assist. Prof. Andreja Primec Ph.D.

Mandatory provision of the 
PPPA

• In cases where public investments 
exceeds 5,278,000€, the public partners 
are obliged to go through the procedure 
of establishing a PPPof establishing a PPP.

• In other cases, when not otherwise stated 
with specific regulations, the parties of 
the PPP may regulate their relations on 
the basis of the Slovenian Code of 
Obligations.

9Assist. Prof. Andreja Primec Ph.D.

• This procedure is dictated by PPPA, they 
are free only when deciding the form of 
PPP.

10Assist. Prof. Andreja Primec Ph.D.

Ius Cogens/Ius Dispositivum

• Ius cogens = mandatory law
• Ius dispositivum = default law
Parties are free to create their agreement 

(“ h   f h  i ”  “f  (“the autonomy of the parties”, “free 
will of the parties”), but they have to 
respect mandatory rules, which protect 
public and state interests.

11Assist. Prof. Andreja Primec Ph.D.

The forms of the PPP

• Contractually based 
• concession (concession agreement)
• public procurement (public procurement 

agreement)

• Corporate based

12Assist. Prof. Andreja Primec Ph.D.
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Parties of the agreement

• At least one of the parties has to be a 
public entity (public partner) and at least 
one has to be a private entity (private 
partner)partner).

13Assist. Prof. Andreja Primec Ph.D.

As public partner:

• At the state level : the Government of 
the RS

• At the local level: a self-governed 
Slovenian local communitySlovenian local community

• Other public partners (public entities 
incorporated by the state or 
municipalities: public agencies, public 
institutions, public foundations

14Assist. Prof. Andreja Primec Ph.D.

As private partner

• A natural or legal person which concludes  
a form of the PPP with public partner

• Called as performer of the PPP

15Assist. Prof. Andreja Primec Ph.D.

Contract

• is an exchange of promises between two 
or more parties to do or refrain from 
doing an act which is enforceable in a 
court of law

Assist. Prof. Andreja Primec Ph.D. 16

court of law.
• is based on the principle pacta sunt 

servanda (contracts must be kept).

Terms of (valid) Contract

• Free will of parties
• Legal object of the contract
• Legal purpose of the contract

Assist. Prof. Andreja Primec Ph.D. 17

• Capacity of the parties
• Form of the contract

Form of Contract

• Main principle in Slovene Code of 
Obligations is informality.

• Sometimes written contracts are 
required, such as when buying a house, 

Assist. Prof. Andreja Primec Ph.D. 18
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gifts between married couple etc.

• Most contracts can be and are made 
orally like buying a bike, or purchasing a 
ticket on the bus. 
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Wrongful will

• Duress has been defined as a threat of harm 
made to compel a person to do something 
against his or her will 

• Mistake is an incorrect understanding by one or 
more parties to a contract and may be used as 

Assist. Prof. Andreja Primec Ph.D. 19

more parties to a contract and may be used as 
grounds to invalidate the agreement

• Misrepresentation (fraud) means a false 
statement of fact made by one party to another 
party and has the effect of inducing that party 
into the contract. 

Capacity

• Legal and contractual capacity.
• The capacity of both natural and legal 

(artificial) persons determines:
– whether they may make binding amendments to their rights, 

duties and obligations, such as getting married or merging, 

Assist. Prof. Andreja Primec Ph.D. 20

duties and obligations, such as getting married or merging, 
– entering into contracts, making gifts, or writing a valid will.

• Capacity is an aspect of status and both 
(legal and contractual) are defined by a 
person's personal law.

Legal object of the contract

• Object of the contract has to be in 
accordance with legal order (the 
constitution  statutes and morality)

Assist. Prof. Andreja Primec Ph.D. 21

constitution, statutes and morality)
• Illegal object of the contract (arms, 

drugs, etc) or illegal intension caused 
invalid contract.

The procedure for 
establishing PPP

• Preliminary procedure: the adoption of 
future PPP by the finance minister

• Call for promoters or investors after 
including project in the plan of the public including project in the plan of the public 
partner’s development program

• The public partner adopts a decision on 
the kind of PPP in the form of regulatory 
act (government regulation or municipal 
decree).

22Assist. Prof. Andreja Primec Ph.D.

• After that follows a call to select a 
private partner.

• On the basis of the call public partner 
selects the performer of the PPP with an 
administrative act called “selection 
decision”decision .

• Finally, a business act is adopted: a 
contract for public procurement or a 
concession contract (or the contract on 
the establishing a new legal entity).

23Assist. Prof. Andreja Primec Ph.D.

Fundamental principles of 
the PPP

• EQUALITY (DISCRIMINATION BETWEEN 
CANDIDATES IS PROHIBITED)

• TRANSPARENCY (ALL PROCEDURES HAVE TO BE 
PUBLISHED, CALLS FOR TENDERS MUST BE 
PUBLISHED  ON THE OFFICIAL GOVERNMENTAL 
WEBSITE)

• PROPORTIONALITY (ONLY MEASURES THAT ARE 
NECESSARY TO ACHIEVE THE GOALS)

• EQUAL RISK

24Assist. Prof. Andreja Primec Ph.D.
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• COMPETITION (RESTRICTION OF COMPETITION 
BETWEEN CANDIDATES IS PROHIBITED 

• PROCEDURAL AUTONOMY (THE PARTIES ARE 
FREE TO GOVERN THEIR CONTRAST ON THE 
BASIS OF THE CODE OF OBLIGATIONS UNLESS 
THE PPPA PROVIDES OTHERWISE)

• ANCILLARY LIABILITY (FOR ALL DAMAGES TO ANCILLARY LIABILITY (FOR ALL DAMAGES TO 
RECIPIENTS OF THE SERVICES)

• COOPERATION

25Assist. Prof. Andreja Primec Ph.D.

THANK YOU FOR 
YOUR 
ATTENTION!

Assist. Prof. Andreja Primec Ph.D.
26
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Modul

CORPORATE-BASED 
PUBLIC-PRIVATE 
PARTNESHIP
Asist. Prof. dr. Dušan Jovanovič

1. BASIC PRINCIPLES OF 
THE CORPORATE LAW

• the basis of legal persons-
companies and sole trader 
(C i  A t ZGD 1)(Companies Act – ZGD-1)

• forms of companies (numerus 
clausus)

• liability of legal forms (full 
liability)

INTERESTS

• ENTERPRISE
• COMPANY

dr. Dušan Jovanovič 3

• SHAREHOLDERS
• STAKEHOLDERS
• COMPANY BODIES
• WORKERS

CHARACTERISTIC – legal 
persons

COMPANIES ACT (ZGD-1) Article 3
Concepts
(1) A commercial company within the meaning of this Act is a legal person which
independently pursues an activity with a view to profit in the market as its exclusive
activity.
(2) An activity with a view to profit within the meaning of this Act is any activity
pursued in the market for the purposes of obtaining a profit.
(3) Commercial companies (hereinafter: company) under the first paragraph of this 

dr. Dušan Jovanovič 4

(3) Commercial companies (hereinafter: company) under the first paragraph of this 
article

shall be organised in one of the following forms:
- as “personal companies”: an unlimited company, a limited partnership and a dormant
partnership;
- as “companies with share capital”: a limited liability company, a public limited
company a limited partnership with share capital and a European public limited 

company.
…
(6) An entrepreneur within the meaning of this Act is a natural person which
independently pursues an activity with a view to profit in the scope of an organised
company.

REPRESENTATION
COMPANIES ACT (ZGD-1) Article 32
Representation of a company
(1) A company shall be represented by persons so determined by law or by the founding
act of the company pursuant to law (statutory representative).
(2) A representative may carry out all legal acts falling within the legal capacity of the
company. Restrictions in the articles of association or other restrictions shall have no
effect in respect of third persons.

dr. Dušan Jovanovič 5

COMPANIES ACT (ZGD-1) Article 33
Procuration
(1) A company may grant procuration to one or more persons in accordance with the
procedure laid down in its founding act.
(2) A company may appoint one or more procurators for a branch alone, provided that
such an appointment is explicitly indicated in the register and as an addition to the
procurator’s signature, otherwise it shall be considered that the procuration applies to the
whole company.

THE REGISTER

COMPANIES ACT (ZGD-1) Article 43

Subject of entry
Data on the company shall be entered in a register as 

provided hereunder.

dr. Dušan Jovanovič 6

COMPANIES ACT (ZGD-1) Article 44

Register
(1) The register shall be kept by the court.
(2) The procedure of registration matters shall be 

regulated by a special law.
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LIABILITY

COMPANIES ACT (ZGD-1) Article 7

Liability
(1) Entrepreneur and company shall be liable for their 

liabilities with all their assets. Entrepreneur and 

dr. Dušan Jovanovič 7

company shall be equally liable in respect of 
liabilities arising from the operations of a dormant 
partnership under their control. 

(2) The law shall determine when and how the 
members are liable in addition to the company.

1.1. SOLE TRADER
(s.p - samostojni podjetnik 

posameznik)
• A sole trader is an individual who independently 

performs a profit-making activity as his sole 
activity. 

• A sole trader may perform trade activities, 

dr. Dušan Jovanovič 8
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including foreign trade activities, have 
employees and acquire property without 
restriction. 

• An individual may begin an activity after being 
registered with the AJPES (Agency of the 
Republic of Slovenia for public legal records 
and related services). 

1. 2. GENERAL PARTNERSHIP – d.n.o.
• General partnerships may be established by two (and not less) or more persons 

who sign an act of establishment. 
• An application for entry in the court register must be filed by all partners 

within 15 days of the signing of the act of establishment. 
• General partnerships are legal persons that obtain such status upon court 

registration. 
• The name of the partnership must contain the name of at least one partner and 

the abbreviation "d.n.o." 
• Partners may contribute in cash, in kind as well as in rights or services. 

Contributions are not required in the establishment of a partnership. The 

dr. Dušan Jovanovič 9
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founding capital may be replaced by the unlimited liability of the partners. 

• Management of the partnership must be performed by all partners, unless the 
act of establishment provides for a different solution. 

• Partners cannot freely dispose of their share without the consent of the other 
partners. 

• Partners' liability is unlimited, but only after a creditor's unsuccessful claim 
against the general partnership itself. 

• A general partnership dissolves upon expiry of the term for which it was 
established or after a decision to that effect by the partners, upon bankruptcy, 
upon the death of a partner, upon a charge being brought or after a court 
decision. If the number of partners falls below the prescribed minimum, the 
remaining partner has 1 year to restore the prescribed number; if he fails to do 
so, he must carry out business activities as a sole trader.

1.3. LIMITED PARTNERSHIP (k.d. -
komanditna družba)

• Limited partnerships may be established by two or more persons 
(domestic or foreign legal or natural persons), where there is at least 
one general partner who is fully liable (private assets included) and at 
least one limited partner who is not liable for the partnership's 
obligations. 

• A limited partner who has fully paid in his contributions to the 
partnership has no further liability for the partnership's debts. 

• Limited partners may contribute to the partnership in cash, in kind, or 
through property rights and services which can be evaluated. 

dr. Dušan Jovanovič 10

• The name of the limited partnership must contain the name of at least 
one general partner and the abbreviation “k.d.”. 

• The application for registration must contain the number of limited 
partners and the amounts of their contributions. 

• General partners are subject to the same provisions that govern 
general partnerships. 

• Legal relations between partners are regulated by contract. 
• Limited partners are excluded from the right of management and 

representation, and cannot oppose decisions concerning the business 
activities of the partnership. However, a limited partner may, by 
agreement with a general partner, act as a proxy.

1.4. Limited liability company
(d.o.o. - družba z omejeno 

odgovornostjo)
• Founders/shareholders: Minimum one, maximum 50. If a limited liability company 

has more than  50 shareholders, approval by the minister responsible for economic 
affairs must be obtained.

• Capital: The minimum founding capital is 7.500,00 EUR. The minimum
contribution of each shareholder is 50,00 EUR. At least one third of the founding 

capital must be paid in cash. Before registration, at least 25 per cent of each    
shareholder's cash contribution must be paid in; the sum of all paid contributions 
must be at least 7 500 00 EUR  Contributions in kind must be contributed in full 

dr. Dušan Jovanovič 11

must be at least 7.500,00 EUR. Contributions in kind must be contributed in full 
before
registration. 

• Acts: The limited liability company is established by a notarised agreement of 
incorporation signed by all shareholders. Agreements of incorporation may be 
signed by a proxy, with appended notarised authorisation.

• Management: The management rights of shareholders are provided by the 
agreement of incorporation. In the absence of such provisions in the agreement of 
incorporation, the authority of shareholders is provided by the Companies Act.

1.5. Joint-stock company (d.d. -
delniška družba)
CORPORATION

• Founders/shareholders: natural or legal, foreign or domestic persons.
• Capital: The minimum founding capital is 25.000,00 EUR Before 

registration, at least 25 per cent of the nominal   value of shares 
payable in cash must be paid in, but not less than the prescribed 
minimum. At least    one third of  the founding capital must be 
contributed in cash. Contributions in kind must be contributed in full 
before  registration. 
Sh  Th  i i  f  l  f h  i  1 00 EUR  Sh   b  

dr. Dušan Jovanovič 12

• Shares: The minimum face value of shares is 1,00 EUR. Shares can be 
bearer shares or registered shares. Registered shares may be issued if 
the nominal value has not been fully paid  in. The issue of preference 
shares must be allowed by the company's by-laws and cannot exceed 
50 per cent of the capital of the company. Multiple-vote shares are 
not permitted.

• Management: The management and supervisory bodies shall be the 
management board, the board of directors and the supervisory board. 
A company may choose a two-tier management system by appointing a 
management board and a supervisory board or a one-tier management 
system by appointing a board of directors.
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1.6. SOCIETAS EUROPAEA 
(SE)

• European joint-stock company or Societas Europea 
(SE) in April 2006 passed the changes of the Slovenian 
Companies Act (Zakon o gospodarskih družbah, ZGD-
1; Official Gazette RS No. 42/06, p. 4405) that 
enables the possibility for establishing a European 
joint-stock company or Societas Europea (SE), a 

dr. Dušan Jovanovič 13
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supra-national organisation that can operate in all EU 
countries without having to establish subsidiaries or 
branch offices. 

• The second major change is that companies will have 
the possibility to opt for a one-tier management 
system instead of the two-tier system. Unlike the 
two-tier system, there is no supervisory board in a 
one-tier system, with the management board 
consisting of executive and non-executive members.

2. CORPORATE FORM OF 
PUBLIC-PRIVATE PARTNERSHIP

• Eguity Partnership
• Forms of Eguity Partnership
• Organisational forms of Equity 

Partnership entities 

14
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PPP Act; Art. 96
A public-private equity partnership (hereinafter: equity partnership) is a 

relationship established between public and private partners in a manner 
whereby the state, one or more self-governing local communities or other 
persons of public law or other public partner awards the exercising of 
rights and obligations proceeding from public-private partnership to 
the contractor of a public-private equity partnership (hereinafter: 
equity partnership contractor): 

• – by establishing a legal person under the conditions provided by this 
chapter, 

• through the sale of an interest by the public partner in a public company • – through the sale of an interest by the public partner in a public company 
or other entity of public or private law, 

• – by purchasing an interest in an entity of public or private law, 
recapitalisation or 

• – in another manner in comparative terms legally and actually similar and 
comparable to the aforementioned forms, and through the transfer of the 
exercising of rights and obligations proceeding from the public-private 
partnership to such person (for instance performing commercial public 
services). 

Equity partnerships shall be operated in particular in the following ways: 
• – through the establishment of a legal person founded by the state, one or 

more self-governing local communities or other persons of public law or 
other public partner and one or more persons of private law, and through 
the transfer of the exercising of rights and obligations proceeding from 
public-private partnership to such legal person (hereinafter: partnership 
through the establishment of a legal person), 

• – through the sale of part of the interest of the state, a self-governing 
local community or other person of public law or other public partner in a 
public company or other legal person to the holder of special or exclusive p p y g p p
rights or public authorisation and the transfer of the exercising or 
continuation (maintaining) of the exercising of rights and obligations 
proceeding from public-private partnership to such legal person 
(hereinafter:partnership through sale of interest) or 

• – through the purchase of an interest by the public partner in a person of 
public law or other legal person to the holder of special or exclusive rights 
or public authorisations and the transfer of the performance of rights and 
obligations deriving from the public-private partnership 
(hereinafter:partnership through purchase of interest) 

2.1. PARTNERSHIP THROUGH THE 
ESTABLISHMENT OF LEGAL 

PERSON
• A legal person of an equity partnership referred to in the first 

indent of Article 98 of PPPAct (partnership through establishment 
of legal person) may be established in the form of a capital 
company or other legal organisational form, for the obligations of 
which the founders shall not be liable. 

• A special act may serve to provide other legal organisational A special act may serve to provide other legal organisational 
forms of public-private equity partnership (such as a public 
institute, etc). 

– The public partner shall ensure the purpose of operating a public-private 
partnership through regulatory competences provided by the law and 
regulations issued on the basis thereof, and also through rights deriving from 
an interest in the legal person of an equity partnership. 

– The term “interest” in the sense of the preceding article shall apply to 
interests in a limited liability company, shares in a public limited company and 
European public limited company, a share of the capital of other legal persons, 
other capital investments in legal persons and other rights on the basis of 
which the bearer has the right to participate in the property (capital) and 
membership (equity, management) rights of the legal person. 

2.2. NON-OWNERSHIP 
INVESTMENTS BY PERSONS OF 

PRIVATE LAW
• Persons of private law may invest in the contractor of an equity 

partnership their own property (real estate and movable property, rights, 
cash etc.), provided this does not run counter to the law (hereinafter: 
non-ownership investments by persons of private law). 

– Investors in an equity partnership contractor shall not become shareholders or corporate 
partners, but shall acquire an investor’s interest representing the totality of their property 
rights provided by PPPAct and the contract on investments by persons of private law. 

– Investors shall have the right to a portion of the profits of the equity partner and the right 
to a return of their investment or right to an appropriate portion of the remaining 
property following liquidation or bankruptcy of the equity partnership contractor, in 
compliance with the law and the contract on investments by persons of private law. 

– Investors shall participate in an equity partner’s loss such that the value of their 
investment shall be proportionally reduced relative to the assets invested and the 
investments of interest holders, unless otherwise provided by contract. If such loss 
exceeds the value of an investor’s investment, the investor shall not be bound to provide 
additional property. The proportionate part of such loss shall be made up through 
pertaining profits in the ensuing period. 

– Participating interests may be disposed of and inherited. A contract referred to in Article 
120 of PPPAct may prohibit disposal, may provide the pre-emptive right of interest holders 
or other investors and may permit the partial disposal of an investor’s interest. 
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CONTRACT ON INVESTMENTS 
BY PERSONS OF PRIVATE LAW

• PPPAct; Article 120 
(1) The equity partner and persons of private law shall regulate their mutual 

relations through a contract on investments by persons of private law, 
where persons of private law invest their property in the property of the 
equity partner. 

(2) A contract referred to in the preceding paragraph shall contain in 
particular: 

1. a definition of the type and extent of property which the person of private 
law is investing in the equity partner, 

2. the amount of the investment, 
3. the method of exercising the right to profits, 
4. the possibility for terminating the contract (withdrawal of investment from 

the company) and 
5. other components laid down in this chapter. 

Thank you for your attention and have a 
nice day!

dr. Dušan Jovanovič 20
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Individual values
(interdependent with
knowledge)

↔ Culture = values shared by
many, habits making them a
round-off social group

↕ ↕

7

↕ ↕

Norms = prescribed
values on right and
wrong in a social group

↔ Ethics = prevailing values
on right and wrong in a
social group

XY – ETHICAL MEMBERS OF 
ORGANIZATION (inside and 
outside members)

- owners, - managers, - executives,
- suppliers, - buyers, - competitors, 
societal environments, - etc. 

XZ – ETHICAL 
FUNCTIONING OF 
ORGANIZATION  
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- ethical use of assets, - ethical 
processes, - ethical structures, - etc. 

YZ – ETHICAL  BEHAVIORAL 
OF ORGANIZATION  

- organizational values, 
- organizational culture, - code of 
ethics, - organizational ethics,
- organizational norms, - etc.  

Social-Ethical (societal) aspect

E
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n
om

E
co

lo
g

X

Y

Figure: SR-based Organization – Case of business ethics
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 Term social responsibility in general refers to a manager’s 
duty or obligation to make decisions that nurture, protect, 
enhance, and promote the welfare and well-being of members 
of organization and society as a whole.   

 SR means obligations of all participants to set policies, make 
decision, and follow courses of action that are desirable in 
terms of the values and objective of society (also social action, 
public affairs, community activities, social challenges, social 
concern). 

10

There are many perspectives on the extent to which participants of company 
should practice SR  while no reputable authority argues against SR in 
principle, there is disagreement about how far it should be taken. 

The views vary from the limited (or restricted) view to unlimited (or 
extensive) view:  )

 The limited view: The best-know proponent of the limited view of SR is 
Milton Friedman.

 The unlimited View: The argument for the unlimited, or extensive, view 
begins with the premise that business is a major segment of society and 
exerts a significant on the way society exist. 
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Discretionary 
Responsibility
Contribute to the 

Community and quality of life

Economic Responsibility 
Be profitable 

Legal Responsibility
Obey the law 

Ethical Responsibility
Be ethical, Do what is right, 

Avoid Harm 

Community and quality of life
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Aspect General Criteria

Economic imperative Competitiveness

13

Ecological imperative Habitability

Social imperative Community

Ethical imperative Legitimacy

All aspects in synergy Combined criteria

Criteria
___________
Aspects

Individual 
Performance 

Criterion 

Corporate 
Performance   

Criterion

Societal
Performance

Criterion

Global
Performance 

Criterion

Economic
Imperative

Individual 
prosperity 

Corporate 
profitability 

Societal 
wealth 

Global wealth

Ecological 
Imperative 

Individual 
eco-efficiency

Corporate eco-
efficiency  

Societal eco-
efficiency 

Global eco-
efficiency

Social Individual Corporate Societal Global quality 
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Imperative quality of life reputation quality 

of life           
of life

Ethical
Imperative

Individual 
values 

Corporate 
values 

Societal 
values 

Humankind 
values

All aspects in 
synergy 

Individual 
sustainable 
life index 

Corporate 
sustainable 
working / 
behaviour 
index 

Societal 
sustainable 
development 
index 

Global 
sustainable 
development 
index 

Table: Basic criteria for evaluation of SR II – a suggestion

 The degree of an 
organization's 
commitment to 
social responsibility 
ranges from low to 
hi h

PROACTION
Take social initiatives

ACCOMMODATION
Accept ethical responsibility

HIGH

high. 
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DEFENSE
Do only  what is legally 

required

OBSTRUCTION 
Fight all the way

LOW

DEGREE OF 
SOCIAL 

RESPONSIBILITY

Several advantages are argued to result when managers and 
organizations behave in a socially responsible manner. 

 1) First, workers and society benefit directly, because 
organizations (rather that government) bear some of the costs 
of helping workers. 

 2) Second, it has been said that if all organizations in a society 
were socially responsible, the quality of life as a whole would 
be higher. 

17

 How employees’ personal ethics, expressed through 
their personal values and their attitudes toward social 
and environmental issues, are associated with the 
ethics of public administration organizations

 Sample  - 212 responses from employees (response rate 
= 21.2 percent). 

 The basic activity of all considered organizations 
belonged to classification group 15: activities of 
general government and defense (NACE).  

18
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 natural responsibility – organizational actions aimed to 
prevent environmental degradation, minimization of 
human impact on nature and programs for nature 
protection 

 social responsibility – organizational actions that 
actively contribute to the enhancement of community 
welfare, to solving social problems and the 
involvement in philanthropic actions

19

Self-enhancing
values

Attitudes toward

Employees'
personal values

Ethics of public
organizations

Employees'
attitudes toward

environment
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Openess to
change values

Ethics of public
organizations

Conservation
values

Self-transcending
values Attitudes toward

social
environment

natural
environment

 Employee’s attitudes toward natural and social 
environment are significant predictors of ethics in 
public administration

Attit d t d th i l i t h Attitudes toward the social environment are much 
stronger associated with ethics of organizations in 
public administration than those concerning natural 
environment (explaining cca. 42 % of variance in BE of 
PA)

21

 Peoples’ personal values 
importantly influence their 
attitudes towards 
sustainability and its 
underlying aspects

 Self-enhancing values emphasize 
individuals’ orientation toward the 
accomplishment of individual goals, 
even when the achieving of 
individual goals potentially occurs at 
h f hthe expense of others.

 Self-transcending values trigger 
actions aimed at understanding, 
appreciation, tolerance, and 
protection for the welfare of all 
people and nature

22

 Employee’s personal values are significant predictors 
of ethics in public administration (explaining cca. 10 % 
of variance in BE in PA)

th l t i t t lf i t t … the more employees strive to promote self-interest 
 the lower the ethics of organizations in public 
administration

 … the more employees strive to promote the welfare of 
others, the higher the ethics of organizations in public 
administration

23

Public administration
(Slovenian sample; 
N = 212)

Employees in business 
organizations 
(N = > 600)

Concern for natural
environment

2.53 3.19

Concern for social 
environmnt

2.90 2.84

24
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