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The paper examines the BOT 
(build-operate-transfer) proje-
cts as a viable model of public-
private partnership. Its purpo
se is to reveal their conceptual 
framework, evolution, modern 
interpretations and implemen
tation benefits. In view of the 
current economic realities of 
global financial deficit there 
are budget constraints at all 
levels of government in every 
country. The BOT projects can 
be considered as an alternative 
strategy for solving the financial 
and social problems of each go
vernment. They are a popular 
instrument of modernizing the 
transport infrastructure, energy 
sector, telecommunications, wa
ter supply, preserving of envi
ronment, etc. 

INTRODUCTION

In the era of glo­ba­li­za­tion, the world is be­co­ming a hu­ge 
market – a place, in which investors are constantly looking 
for op­por­tu­ni­ti­es for pro­fi­ta­ble in­vest­ments. They ca­re­fully 
examine the determinants of the investment environment 
and target markets where appropriate legislation is in pla­
ce and where realistic minimum rates of return are met by 
capital needs. The strategic orientation of serious investors 
motivates them to build lasting relationships with the par­
ticipants in the economic and political life of the countries 
where they invest their capital. At the same time, many go­
vern­ments aro­und the world are suffe­ring from lack of fi­
nancial resources to carry out large-scale projects related to 
the construction and modernization of infrastructure. The 
complex dilemmas of implementing public projects related 
to the­ir eco­no­mic effi ­ci­ency and so­cial fun­ction are fin­ding 
their solutions. Governments are gradually realizing that 
most of the public services can be provided by the private 
sec­tor mo­re effi ­ci­ently, fa­ster and better (33,300). Co­o­pe­ra­
tion between the state and the private sector at this stage is 
a viable alternative that helps solve the problems of infra­
struc­tu­re, in­du­stry, en­vi­ron­ment, to­u­rism, etc. (25,16), (21, 
40-45). One of the most com­monly used mo­dels of pu­blic 
pri­va­te part­ner­ship (PPP), is the BOT (bu­ild-ope­ra­te-tran­
sfer) formula, which opens up new opportunities and per­
spectives for both - governments and private investors (7). 
It con­ta­ins enor­mo­us po­ten­tial, which is wi­dely known and 
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used successfully by many co­un­tri­es in the world in the fi­elds 
of transport, energy, water supply, telecommunications and 
many social spheres. 

The rich international practice is full of successful and un­
suc­cessful exam­ples of pro­jects im­ple­men­ted un­der the BOT 
scheme. Will this concept stand the test of time? Will it meet the 
ex­pec­ta­ti­ons of in­ve­stors, go­vern­ments and the pu­blic? One can 
hardly give an unambiguous answer to such questions, but les­
sons can be learned from the trial and errors of those who apply 
it (9, 79-84), (39, 90-98). The ex­pe­ri­en­ce of the co­un­tri­es that ha­
ve mo­re suc­cess in attrac­ting fo­re­ign in­vest­ment thro­ugh BOT 
arrangements must be carefully analyzed and utilized. 
The aim of this pa­per is to re­veal the BOT pro­jects as a vi­a­

ble formula of public-private partnership. To achieve this goal 
several broad objectives are pursued: to describe the conceptual 

fra­me­work of the BOT pro­jects, to analyze the evo­
lution of the concept and its modern interpretations, 
to di­scus­ses the mo­dels of BOT pro­jects and to in­
vestigate the pros and cons in applying them on the 
basis of some best practices. Lessons learned from 
the rich international experience would be useful in 

im­ple­men­ting the­se fle­xi­ble sche­mes in bu­il­ding pu­blic in­fra­
structure by mobilizing private sector sources and providing 
so-called ‘social infrastructure’ that cannot be funded by the 
state. The conclusion outlines recommendations to strengthen 
the re­le­vant im­ple­men­ta­tion of the BOT ar­ran­ge­ments.

The methodology of the paper is based on a desk research 
and case studies. An in-depth literature review has been con­
duc­ted on the BOT con­cept in or­der to de­ter­mi­ne it as a suc­
cessful model of public-private partnership and a key challen­
ge of building the infrastructure. The data for the qualitative 
analysis are ta­ken from go­vern­ment do­cu­ments, BOT gu­i­de­li­
nes of UNI­DO and the World Bank, re­se­arch stu­di­es, sci­en­ti­fic 
journals and other secondary sources to generate a comprehen­
si­ve idea of the­se in­te­re­sting sche­mes. So­me terms and con­
cepts are con­si­de­red to be known to the sci­en­ti­fic and bu­si­ness 
community and governmental institutions, so the theoretical 
discussions are deliberately limited.
Ca­se stu­di­es of the Su­ez Ca­nal (19,1-28), (13,182-203), the 

Chan­nel Tun­nel bet­we­en Fran­ce and the UK (3), the air­port 
terminals in Turkey (1) as well as examples of good practices, 
such as the Gre­en­way hig­hway in the US, tun­nels in Hong 
Kong, brid­ges in Gre­at Bri­tain, wa­ter supply systems in Tur­
key, Sydney Har­bo­ur, an air­port in To­ron­to and sta­ti­stics on 
many ot­her si­tes wor­ldwi­de ha­ve been used (6,45-58), (2,273-
278), (32,61-69). A realistic, practically oriented approach has 
been applied, the purpose of which is to outline the economic 
and ma­na­ge­rial aspects of the BOT pro­jects. 

The rich international practice is full 
of successful and unsuccessful 

examples of projects implemented 
under the BOT scheme.
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CONCEPTUAL FRAMEWORK OF THE BOT PROJECTS

Ac­cor­ding to the UNI­DO BOT Gu­i­de­li­nes (1996) the es­sen­ce of 
the for­mu­la BOT con­sists of the fol­lo­wing: a go­vern­ment of a 
country grants a concession or license to a private investor com­
pany, giving it the right to construct and operate a facility for 
a spe­ci­fied pe­riod of ti­me, suffi ­ci­ent to re­co­ver the in­vest­ment 
and pro­vi­de the plan­ned pro­fit, af­ter which the as­set is tran­sfer­
red to the state (see Figure 1).

The facility is most often a toll road, a bridge, a tunnel, a po­
wer plant, an oil re­fi­nery, a pi­pe­li­ne, an air­port, a port, etc. The 
si­tes are ma­inly in the fi­eld of in­fra­struc­tu­re, incl. te­le­com­mu­
nications. Contractors are usually large companies, consortia of 
con­struc­tion com­pa­ni­es, con­sul­ting firms, fi­nan­cial ho­u­ses and 
lo­cal part­ners or jo­int ven­tu­res. On­ce the si­te is com­ple­ted, it is 
operated by the consortium formed, or most often by another 
com­pany cal­led an ope­ra­tor, for a cer­tain ti­me. In­co­me from the 
operation is used to repay the allocated target loans, payment 
obligations for the maintenance of facilities and separating a 
re­a­so­na­ble pro­fit for in­ve­stors. What di­stin­gu­is­hes this type of 
investment projects from the rest, is the presence of two pillars 
- a con­ces­sion as a le­gal gro­und and pro­ject fi­nan­ce as eco­no­mic 
fo­un­da­tion (17,604-616). Cho­o­sing a fi­nan­cial sche­me and op­ti­
mizing it, is of key importance to the viability of the transaction 
(27,379-400), (38,90-98).

Figure 1. Scheme of the BOT project

Pro­ject fi­nan­ce re­li­es on the re­ve­nue and pro­fit that will be 
ear­ned af­ter the pro­ject is fi­nis­hed. In terms of fun­ding, the 
B.O.T. pro­jects are de­fi­ned as an eco­no­mic con­cept for com­
ple­ted fa­ci­li­ti­es in a par­ti­cu­lar area of ​​suffi ­ci­ently high ra­te of 
return, implemented and operationally managed, usually by 
a legally independent or newly registered project company or 
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com­pany spe­ci­fi­cally cre­a­ted for the pur­po­se of pro­ject im­ple­
men­ta­tion (25,8), the so cal­led spe­cial pur­po­se ve­hic­le (SPV). 
The de­ci­sion to fi­nan­ce such an in­vest­ment pro­ject is ba­sed on 
the ex­pec­ta­ti­on that it will ge­ne­ra­te a vo­lu­me of cash flows, 
enough to pay at least the operating expenses and the loan ser­
vi­cing obli­ga­ti­ons. The main diffe­ren­ce bet­we­en the li­mi­ted re­
co­ur­se fi­nan­cing from the or­di­nary cre­dit is that the gu­a­ran­tee 
for the re­payment of the debt to the cre­di­tors is not the fi­nan­
cial re­so­ur­ces and in­ter­nal re­ser­ves of the bor­ro­wers or affi ­li­a­tes 
of the­se bor­ro­wing com­pa­ni­es, but the fu­tu­re cash flows from 
the operation of the project and the perfect contractual frame 
(25,40-53).
The con­ces­sion is usu­ally gran­ted for a pe­riod of 15-30 years, 

depending on the nature of the project and the legal regulati­
ons of the in­di­vi­dual co­un­try. In the ca­se of the Chan­nel Tun­nel 
and the Su­ez Ca­nal for exam­ple, the term of the con­ces­sion is 55 
and 99 years (13,182-2013). Af­ter this pre-ar­ran­ged pe­riod the 
ownership of the facility (or the right to use it, depending on 
the le­gi­sla­tion) is tran­sfer­red again to the go­vern­ment (25,7-8). 
Sin­ce in­ve­stors re­ce­i­ve fi­nan­cing ma­inly from pri­va­te so­ur­ces, 
the BOT pro­jects are ob­vi­o­usly a good al­ter­na­ti­ve to in­cre­a­sing 
the fi­nan­cial in­stru­ments of any go­vern­ment.

However, there is also an option where not a concession is 
allowed but a building and operating permit (license or fran­
chi­se) is gran­ted. Such an ap­pro­ach is ap­plied when fa­ci­li­ti­es 
which are not considered to be public property can be used or 
the state does not exercise its sovereign rights on them. Activi­
ties related to the construction of such projects should not be a 
state monopoly. There are other property rights - easements, 
which are al­so re­le­vant to the pro­blems of BOT pro­jects. In most 
countries there is a lack of comprehensive analysis about them.
It is in­te­re­sting to no­te that such a for­mu­la is of­ten used in 

the fi­eld of to­u­rism, in the con­struc­tion and ope­ra­tion of to­u­
rist complexes and amusement or natural parks (France, Me­
xi­co, So­uth Afri­ca), of pri­sons (UK, Ger­many), ho­spi­tals (Ger­
many), housing (Nigeria), urban revitalization (Netherlands), 
etc. (23,1865–1880), (25,12-15), (39,1097-1101). In Spain, a si­mi­
lar approach is used in the construction of garages and parking 
places in central urban areas, as well as in the operation of holi­
day be­ac­hes (5,1-16), (17,604-616).
Ex­pe­ri­en­ce has shown that cho­o­sing one of the­se al­ter­na­ti­

ves is fra­ught with many fi­nan­cial and le­gal diffi ­cul­ti­es (25,190-
194). It is not easy to fo­re­see the re­a­li­ti­es in terms of pro­perty, 
legal regime, even the integrity of the state after the end of the 
concession period.
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Evolution of the concept BOT

The ac­ronym BOT was used for the first ti­me by the Tur­kish 
Pri­me Mi­ni­ster Tur­gut Ozal in the 1980s for the con­struc­tion 
of large power plants and immediately entered in circulation 
as a term in the eco­no­mic li­te­ra­tu­re (18;24). The ab­bre­vi­a­tion 
in En­glish has ga­i­ned po­pu­la­rity all over the world. The con­
cept ‘build - operate – transfer’ has been used with success by 
the Hong Kong aut­ho­ri­ti­es sin­ce the la­te 1960s (6, 45-58), but it 
was firmly esta­blis­hed in the 1980s and was ac­ti­vely ap­plied 
in Malaysia and the Philippines in the mid-decade, and later 
in Chi­na, In­dia, In­do­ne­sia, Tha­i­land, Ban­gla­desh, Me­xi­co, Chi­
le, Ve­ne­zu­e­la, Ar­gen­ti­na, Ni­ge­ria, Ke­nia and mo­re (32,61-69). 
Co­un­tri­es such as Vi­et­nam, Ko­rea, Chi­na, Tur­key, etc., ha­ve 
spe­ci­fic le­gi­sla­tion for BOT pro­jects. The USA and the UK ha­
ve the prac­ti­ce of adop­ting a spe­ci­fic law for each pro­ject. For 
example, in order to start denationalization in rail transport in 
the UK, the ow­ner of the Bri­tish Ra­il­ways and Uni­ted Ra­il­way 
Li­nes Ltd asked the Par­li­a­ment to pass a law and in 1995, the 
so-cal­led Hybrid Bill was adop­ted. It is cal­led the Hybrid Bill 
because it combines the legal norms required by both the public 
and pri­va­te sec­tors (37,10).
In most co­un­tri­es the ap­pli­ca­tion of BOT pro­jects is go­ver­

ned by a set of regulatory documents, the most important of 
which are the current laws on foreign investment and concessi­
ons (35). Hun­gary and Po­land ha­ve ma­de sig­ni­fi­cant pro­gress 
in implementing this useful mechanism, notably in the con­
struc­tion of hig­hways. Rus­sia, Czech Re­pu­blic, Bul­ga­ria, Ser­
bia, Macedonia, Albania, Croatia and Romania are also looking 
for ways to use it (8,19-222).

Although the term ‘build-operate-transfer’ is relatively new, 
in prac­ti­ce it is not. In Eu­ro­pe, such pro­jects ha­ve long been cal­
led “con­ces­sion” pro­jects and big cor­po­ra­ti­ons ha­ve wor­ked in 
many countries in the construction of numerous infrastructure 
pr­o­jects (30;7). Ho­we­ver, not all con­ces­sion pro­jects are re­la­
ted to construction, much less to cooperation between the state 
and the pri­va­te sec­tor. Using the for­mu­la B.O.T. (bu­ild-ope­ra­
te-tran­sfer), the go­vern­ment prac­ti­cally effec­ti­vely pr­o­tects sta­
te in­te­rests. It aut­ho­ri­zes a pri­va­te com­pany or con­sor­ti­um to 
pre­pa­re, fi­nan­ce, con­struct and ope­ra­te the pro­ject for a fi­xed 
period, called a concession period. Concessionaires assume re­
sponsibility for the completion of the project, as well as all risks 
associated with construction and control of the invested funds 
(22,407-417). Costs in­cur­red by them are re­im­bur­sed from the 
collection of revenues after the completion of the project and its 
commissioning. After the concession period ends, the contract 
can be renewed at the choice of the government or the right of 
transfer of the facility by the concessionaire to a government 
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authority, in rare cases to another private company or local ad­
ministration.
The BOT pro­jects ha­ve a com­plex or­ga­ni­za­ti­o­nal and ma­na­

ge­ment struc­tu­re (11), (33,316-125). It is di­rectly de­pen­dent on 
the fi­nan­cing sche­me that the in­ve­stors cho­o­se. Spe­ci­fic ap­pro­
aches and procurement procedures, such as tenders, negotiati­
ons, etc., which are regulated by law, are applied in the selec­
tion of par­ti­ci­pants (26,91-97). The­re are diffe­rent re­la­ti­on­ships 
between the participants, which are manifested during the tec­
hnological cycle - preparation, conclusion of contracts and rea­
lization of the transactions (23,1-7). This process implies a uni­
que system of contracts and agreements with a diverse range 
of activities, which often have their own dynamics and require 
competent management (7).
The first pro­ject bu­ilt ac­cor­ding to the B.O.T. con­cept in the 

mo­dern world is the Su­ez Ca­nal lin­king the Me­di­ter­ra­nean and 
the Red Sea (19), (13,182-203). The chan­nel, cal­led the Su­ez Ca­
nal, was the world’s first in­ter­na­ti­o­nal ini­ti­a­ti­ve of this mag­ni­
tu­de in the 19th cen­tury. In 1855 the Fren­chman Fer­di­nand de 
Lesseps was tasked to form a company to construct and operate 
the Su­ez Ca­nal. Thus, the Com­pag­nie Uni­ver­sel­le du Ca­nal Ma­
ri­ti­me de Su­ez, cre­a­ted by him, con­clu­ded a con­ces­sion agre­e­
ment with the Egyptian go­vern­ment for a pe­riod of 99 years. 
The land was do­na­ted by the Egyptian go­vern­ment, which 
greatly reduced taxes on imported materials and facilities for 
the construction of the site. The company was required to pay 
all costs for design and construction. The route of the highway 
had to be built in consultation with King Muhammad Ali. The 
Egyptian go­vern­ment agreed to re­ce­i­ve 15% of the com­pany’s 
an­nual re­ve­nue from the ope­ra­tion of the chan­nel, 10% sho­uld 
go to sha­re­hol­ders and 75% -  to the com­pany but 80% of the 
people working on the construction and operation of the site 
sho­uld be Egyptian ci­ti­zens. The King of Egypt ac­cu­mu­la­ted a 
gre­at deal of debt in fi­nan­cing the si­te. In 1875 the li­a­bi­li­ti­es ex­
ceeded the gross domestic product of the country. As a result, 
he de­ci­ded to sell his 30% sta­ke. The go­vern­ment of En­gland 
bo­ught the sha­res of the King of Egypt, and shortly af­ter, the 
sha­res of Fer­di­nand de Les­seps. Alt­ho­ugh the cost of the Su­ez 
Ca­nal at the end of ten years of con­struc­tion amo­un­ted to USD 
18 mil­lion, it pro­ved to be a good deal. Al­ready in the first de­ca­
de of the 20th cen­tury, UK in­vest­ment in­cre­a­sed ten­fold.
Un­do­ub­tedly, the most re­mar­ka­ble pro­ject of the 20th cen­

tury, im­ple­men­ted un­der the sche­me of BOT, is the Chan­nel 
Tun­nel un­der la Man­che (30), (10), (3). The idea of ​​a short cut 
through the strait has a long history - it dates back to Napo­
leon’s time, but it has not been realized until 1994. This grand 
pri­va­te-equ­ity ini­ti­a­ti­ve amo­unts to mo­re than USD 21 bil­lion, 
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well over its predicted budget and is a subject of constant de­
bate. Nevertheless, it is impressive in terms of technical achi­
evement and is a classic example of a large-scale project that 
brought together many participants - two governments, more 
than a hundred of solid banks, a dozen reputable construction 
companies, research groups, consultants and many other in­
sti­tu­ti­ons, each one of which has diffe­rent fun­cti­ons. The fra­
mework of contracts accompanying the construction and ope­
ra­tion of the fa­ci­lity is ex­tre­mely com­plex. It is cha­rac­te­ri­zed 
by its implementation on several levels. First, an international 
tre­aty bet­we­en the Uni­ted King­dom and Fran­ce, known as The 
Tre­aty of Can­ter­bury, was ra­ti­fied, re­flec­ting the wil­ling­ness of 
both par­ti­es to con­tri­bu­te to the de­ve­lop­ment of the pro­ject. In 
the next phase, laws have been passed by which governments 
grant the pri­va­te sec­tor a 55-year con­ces­sion and only then all 
ot­her con­tracts ha­ve been con­clu­ded. They, as well as the fi­nan­
cing of the project, are of great interest from economic and legal 
point of view and have been studied all over the world. 
Of co­ur­se, the­re are ot­her in­te­re­sting pro­jects in which the BOT 

mec­ha­nism is im­ple­men­ted. It sho­uld not be tho­ught that this ap­
proach is particularly applied to megaprojects only, it is 
also used in the construction of facilities of a more modest 
sca­le (7). The mo­del BOT is wi­dely used in the con­struc­
tion of toll hig­hways and road sec­ti­ons in the Uni­ted Sta­
tes (Dal­las-Gre­en­way Hig­hway in Vir­gi­nia, Con­way in 
So­uth Ca­ro­li­na, etc.), brid­ges in En­gland (the brid­ge to 
Sky Island, the brid­ge con­nec­ting En­gland and Wa­les, the Qu­e­en 
Eli­za­beth and Dart­ford Cros­sing brid­ges over the Ri­ver Tha­mes, 
etc.), bridges, power plants and water supply systems in Turkey, 
wa­ste tre­at­ment plants in Au­stra­lia, In­dia, Mo­roc­co, UK and the 
USA, te­le­com­mu­ni­ca­ti­ons sa­tel­li­tes in Italy and co­un­tri­es of So­uth 
Ame­ri­ca, ra­il­ways in Kenya and mo­re (15, 145-166), (26,91-97), (25, 
12-15). To the qu­e­sti­on ‘Whe­re can the B.O.T. con­cept be ap­plied?’, 
the one-word answer is: ‘Worldwide’.

Models of BOT projects

The BOT sche­me al­so ope­ra­tes by ot­her for­mu­las (11), each of 
which pro­vi­des an ex­tre­mely wi­de-ran­ging fi­eld of ac­tion for 
pri­va­te in­ve­stors, pro­vi­ding sig­ni­fi­cant re­ve­nue to the sta­te 
whi­le sa­fe­gu­ar­ding its in­te­rests. Si­mi­lar for­mu­las are: 

•	 BO­OT (bu­ild - own - ope­ra­te - tran­sfer). Ca­re­ful exa­mi­
nation of this scheme shows that the government again 
gives a private sector investor a concession to build a fa­
cility, acquire ownership of it, operate it and, at the end 
of the concession period, transfer it back to the state. This 
mo­di­fi­ca­tion is diffe­rent from the main for­mu­la BOT in 
the element of ownership, but in many cases, there is no 

 BOT approach is applied not to 
megaprojects only, it is also used 
in the construction of facilities of a 
more modest scale
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diffe­ren­ce in prac­ti­ce, espe­ci­ally if the le­gi­sla­tion al­lows 
the concessionaire to acquire ownership of the object 
constructed by him (26, 91-97). A typical example of a 
BO­OT type pro­ject is the paid brid­ge over the Ri­ver Tha­
mes - Dartford Crossing. The concessionaire is given the 
right to collect not only the fees from the bridge but al­
so from the adjacent tunnels for the purpose of reinvest­
ment in new construction.

•	 BOO (bu­ild - own – ope­ra­te). The po­int is the fol­lo­wing: 
the in­ve­stor de­signs, fi­nan­ces, con­structs and ope­ra­tes 
the site, but after the termination of the contract does not 
transfer it, and becomes the owner of all or part of the 
ca­pi­tal. In this way, he re­ta­ins ow­ner­ship of the si­te and 
can ma­na­ge it in­de­fi­ni­tely whi­le con­ti­nu­ing to ge­ne­ra­
te re­ve­nue from it. This sche­me is be­ne­fi­cial for pri­va­te 
in­ve­stors but not ac­cep­ta­ble to the go­vern­ment. It is not 
par­ti­cu­larly fle­xi­ble and is not of­ten use (17, 604-616).

•	 DBFO (de­sign - bu­ild - fi­nan­ce - ope­ra­te). This ap­pro­ach is 
widely used in the construction of highways and roads in 
the UK and the USA. Too of­ten, tra­ve­ling on the­se ro­ads is 
free. In­ve­stors are paid “sha­dow tolls” by the go­vern­ment. 
The number of passing cars is detected by radar or other 
sensitive electronic devices and the state assumes the fee 
for each car. This method guarantees a return on invest­
ment since travelers do not avoid highways and do not 
se­ek free ro­ads and hig­hways (31,5-25).

•	 BLT (bu­ild - le­a­se – tran­sfer) or BRT (bu­ild - rent - tran­
sfer).   The pri­va­te in­ve­stor fi­nan­ces, de­signs and con­
structs a facility while retaining ownership of it. For cer­
tain time he may lease it to another operator. A similar 
ren­tal ap­pro­ach BRT was used by Hong Kong-ba­sed 
Stan­dard Char­te­red Bank, which re­no­va­ted a dow­ntown 
bu­il­ding ren­ting it for 25 years to the Ja­pa­ne­se con­struc­
tion company Nishimatsu Property. The Japanese com­
pany reconstructed the building and after the expiration 
of the agreed term re­tur­ned 70% of it to the bank, le­a­
ving 30% for it­self and using them as a com­mer­cial area 
(16,424-433), (20,6-11).

•	 LROT (le­a­se - re­no­va­te - ope­ra­te - tran­sfer). This met­hod 
can be illustrated with one example from the practice of 
Ve­ne­zu­e­la. The go­vern­ment of the co­un­try has le­a­sed the 
Minorca iron ore processing plant to a Japanese consor­
ti­um in­vol­ving Ko­be Steel Ltd and so­me tra­ding com­pa­
nies for 11 years. The consortium modernized the plant 
and in­tro­du­ced new pro­duc­tion pro­ces­ses. It fi­nan­ced 
this ope­ra­tion with a loan from the In­ter­na­ti­o­nal Fi­nan­ce 
Cor­po­ra­tion (IFC) - a branch of the World Bank to pro­



31

mote private sector activity - and from 11 Japanese banks. 
The Ve­ne­zu­e­lan sta­te aut­ho­ri­ti­es gu­a­ran­teed the supply 
of raw materials and assisted in overcoming some of the 
diffi ­cul­ti­es as­so­ci­a­ted with ob­ta­i­ning li­cen­ses and mo­re. 
On­ce the le­a­se was over, the Ve­ne­zu­e­lan go­vern­ment co­
uld re­ce­i­ve the re­fur­bis­hed plant for free (7), (25,10-12).

•	 BTO (bu­ild - tran­sfer – ope­ra­te). This mo­del in­vol­ves the 
fi­nan­cing and con­struc­tion of a fa­ci­lity such as a po­wer 
plant or water supply system by the state that entitles 
the pri­va­te sec­tor to ope­ra­te and ma­in­tain it. It is mostly 
used in Fran­ce (whe­re it is cal­led Affer­ma­ge) and al­so in 
Cen­tral and Ea­stern Eu­ro­pean co­un­tri­es. Hong Kong’s 
first che­mi­cal wa­ste tre­at­ment plant was ma­na­ged and 
operated in this way. The government retained owner­
ship of it but allowed a private consortium to operate it. 
The consortium obtained this right based on a franchise 
agre­e­ment with a term of 15 years (32,61-69).

In­ter­na­ti­o­nal prac­ti­ce un­do­ub­tedly shows plenty of diffe­
rent models. Taking into account the nuances of the derivati­
ve formulas it can be noted that they follow a stable algorithm 
that is repeated basically. This proves their applicability to any 
change in the dynamic business environment and further incre­
a­ses the in­te­rest in the­se fle­xi­ble sche­mes.

PURPOSES FOR IMPLEMENTING THE BOT MODEL

The BOT de­als are not only as­so­ci­a­ted with the con­struc­tion, 
modernization and maintenance of infrastructure, they are an 
effec­ti­ve mec­ha­nism for attrac­ting fo­re­ign in­vest­ment and de­
veloping the capital market. The magnitude of their application 
is most sig­ni­fi­cant in advan­ced mar­ket eco­no­mi­es and 
co­un­tri­es in the re­gion of So­ut­he­ast Asia (2,273-298). 
They are a worked-out formula for solving some of the 
problems of transition to a market economy and are of 
in­te­rest to the co­un­tri­es of Cen­tral, Ea­stern and So­uth-
Ea­stern Eu­ro­pe. Espe­ci­ally Tur­key is of­ten ci­ted as an exam­
ple of successful implementation of investment projects under 
the BOT sche­me, (e.g. energy systems, wa­ter supply fa­ci­li­ti­es, 
bridges, airport terminals, etc.) building the legal foundation 
for the­ir ac­ti­ve ap­pli­ca­tion. ‘The le­gal fra­me­work of the BOT 
model has been determined by the law in 1994 in Turkey. The 
law gives the possibility that capital stock companies or foreign 
com­pa­ni­es are com­mis­si­o­ned in the fra­me­work of the BOT mo­
del in terms of the construction, operation and transfer of brid­
ges, tunnels, barrages, watering, drinking and potable water, 
clarifying plants, drainage, communication, energy production, 

BOT is a very effective mechanism 
for attracting foreign investment 
and developing the capital market.
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conveyance, distribution, minerals and their operations, facto­
ries and similar plants, investments preventing environmental 
pollution, motorways, railways, underground and aboveground 
parking garages and sea and air ports for civil use and similar in­
vest­ments and ser­vi­ces.’ as per Acar (1,62). The mo­del BOT may 
be a part of the privatization program of countries with develo­
ped mar­ket and emer­ging mar­ket eco­no­mi­es (28,53-61), (27,379-
400), (21,40-45). Pre­fe­ren­ce for such pri­va­ti­za­tion tec­hni­qu­es is 
shown by the USA, Gre­at Bri­tain, Ire­land, Hong Kong, In­dia, Pa­
ki­stan, Ma­laysi­a, Ban­gla­desh, the Phi­lip­pi­nes and ot­hers.
The BOT pro­jects ha­ve many advan­ta­ges when ap­plied af­ter 

ca­re­ful due di­li­gen­ce (4,27-54), gi­ven the right con­di­ti­ons and 
with eno­ugh fle­xi­bi­lity on the part of go­vern­ment in­sti­tu­ti­ons. 
Their positive dimensions are associated with the following ef­
fects (9, 69-84):
• re­le­a­se of the sta­te from the obli­ga­tion to se­ek fi­nan­cial 

resources for construction and modernization of the in­
frastructure,             

• reducing the need for tax increases as private investors 
manage and maintain the facilities during the concession 
period,             

• reducing the bureaucracy and administration that has the 
authority to exercise control over construction and to 
manage projects until they are completed,             

• pro­fit as a ma­jor dri­ver of pri­va­te ini­ti­a­ti­ves con­tri­bu­tes to 
faster implementation of infrastructure projects,             

• BOT pro­jects fa­ci­li­ta­te the tran­sfer of new tec­hno­lo­gi­es, 
management experience and know-how,             

• although it is exposed to many risks and threats, the pri­
vate sector is more able to deal with them than the bure­
aucratic public administration.             

The horizon for analysis and evaluation would be expanded 
(4,27-54) if the ne­ga­ti­ve aspects of this mo­dern mo­del of in­vest­
ment decisions were also indicated, namely:

• they can provoke severe civil resistance, especially with 
the introduction of tolls on highways, bridges, tunnels 
and other services, which were in the past free of charge,            

• projects may fail with inaccurate estimates and cost over­
runs. If this hap­pens or the du­ra­tion of an in­fra­struc­tu­re 
project is extended, the government is forced to bear the 
costs of operation and maintenance, which means that 
public funds will be used,             

• incentives that governments sometimes give investors in 
the form of tax preferences or subsidies may be more ex­
pensive for taxpayers.           

The BOT pro­jects are ac­com­pa­nied by se­ri­o­us dan­gers and 
risks (28,53-61), (16,424-433), (9,69-84) at all sta­ges of the­ir de­



33

velopment. Typical risks for this type of investment activity are 
po­li­ti­cal, (in­clu­ding co­un­try risks), fi­nan­cial, mar­ket-pri­cing, 
technical and environmental risks. They threaten both the par­
ti­ci­pants and the go­vern­ment of the host co­un­try (15,145-166), 
(31,5-25). Effec­ti­ve risk ma­na­ge­ment of mac­ro and mic­ro­en­vi­
ron­ment is of gre­at im­por­tan­ce for the suc­cess of BOT pro­jects. 
It im­pli­es a ra­ti­o­nal atti­tu­de to­wards them and a cho­i­ce of an 
integrative type of strategy, i.e. teaming up and collaborating 
between all stakeholders to address potential risks and thre­
ats (27,379-400). De­ve­lo­ping an ade­qu­a­te mix of ma­na­ge­ment 
approaches to counteract risk should be based on complex 
analysis, selection of appropriate strategy and use of appropri­
ate techniques (23,1-7)).
The BOT pro­jects are cle­arly a good so­lu­tion of the pro­

blems of co­un­tri­es with fi­nan­cial shor­ta­ges. In the con­di­ti­ons 
of tran­si­tion to a mar­ket eco­nomy and the need for sig­ni­fi­cant 
investments for the implementation of structural reforms, the 
attrac­ting of fo­re­ign ca­pi­tal using the for­mu­la BOT is a real al­
ter­na­ti­ve, in much ca­ses better than the tra­di­ti­o­nal pu­blic pro­
cu­re­ment (14,56-74), (26,91-97).
The fi­eld of ap­pli­ca­tion of such fle­xi­ble mec­ha­nisms in the 

fi­eld of in­fra­struc­tu­re can be wi­de­ned - for exam­ple in the con­
struction of power plants, water supply systems, telecommuni­
ca­tion fa­ci­li­ti­es, etc. (36). In this sen­se, par­ti­ci­pa­tion in the pro­
jects of the Eu­ro­pean Union (EU) to cre­a­te a uni­fied tran­sport, 
telecommunications and energy network would contribute, 
on the one hand, to in­cre­a­se the flow of ca­pi­tal, and on the ot­
her, the in­te­gra­tion with Eu­ro­pean struc­tu­res. The EU pro­jects 
that ha­ve been de­ve­lo­ped in­clu­de the use of the BOT ap­pro­ach, 
which shows a desire for investment cooperation and an inten­
tion to mobilize private capital.
Op­por­tu­ni­ti­es and pro­spects for im­ple­men­ta­tion of BOT 

projects are determined by the factors of the investment clima­
te, which includes the legal aspects of state regulation, the state 
of the economy, the political conditions, the foreign trade regi­
me, the tax and banking system, the privatization and last but 
not least, the investment culture (29,127-138).

CONCLUSION

Gre­a­ter prag­ma­tism, fle­xi­bi­lity and ob­jec­ti­vity are ne­e­ded in cre­
a­ting an ena­bling en­vi­ron­ment for mo­re sig­ni­fi­cant in­vest­ment 
ac­ti­vity. Prac­ti­ce shows that BOT pro­jects are suc­cessful whe­re 
the government is involved and provides the necessary sup­
port (21,40-45). It is not eno­ugh to just im­pro­ve the in­di­vi­dual 
elements of the investment climate, it is necessary to develop a 
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comprehensive system of measures that includes incentives, re­
stra­ints, gu­a­ran­te­es and ot­hers, spe­ci­fi­cally con­cer­ning ma­jor in­
fra­struc­tu­re pro­jects, in­clu­ding tho­se un­der the BOT for­mu­la. 

The analysis of the investment environment gives reason to 
cla­im that efforts sho­uld be ma­de to im­pro­ve­ment of le­gi­sla­
tion and re­gu­la­tory mec­ha­nisms re­le­vant to the BOT pro­jects 
and re­fi­ning the in­cen­ti­ves and pre­fe­ren­ces for lar­ge in­ve­stors 
in a separate regulation, maintaining stable macroeconomic in­
dicators, political stability, further liberalization of the foreign 
trade regime and harmonization of foreign trade policy with 
Eu­ro­pean and re­gi­o­nal stan­dards, de­ve­lop­ment of the ban­king 
system and the capital market, improving the tax system, rapid 
privatization, creation of marketing infrastructure of the pro­
jects with an established information network and institutional 
fra­me­work and chan­ge in the atti­tu­de of the bu­si­ness com­mu­
nity and society towards investments, investors and investment 
projects (2,273-298).
In this re­spect, the idea of ​​ esta­blis­hing a re­gi­o­nal net­work 

of centers for analysis and planning of infrastructure projects 
is es­sen­tial. It can fill the cur­rent gap in terms of in­for­ma­tion 
de­fi­cit and ade­qu­a­te mar­ke­ting struc­tu­re of pr­o­jects and lack of 
co­or­di­na­ted stra­te­gi­es in So­ut­he­ast Eu­ro­pe. In ad­di­tion, it wo­
uld assist in reconciling national interests in the region in the 
construction of joint projects and in creating favorable conditi­
ons for the im­ple­men­ta­tion of pro­jects un­der the BOT sche­me. 
It sho­uld be con­si­de­red as a pos­si­ble al­ter­na­ti­ve in sol­ving the 
problems of the state in the conditions of transition through pu­
blic private partnership and in making a management decision 
to participate in an investment project.
Using the BOT mec­ha­nism can be con­si­de­red a pro­mi­sing 

prospect. Not only will it boost the region’s economic potential, 
it will al­so sig­ni­fi­cantly fo­ster the EU ac­ces­sion pro­cess. So­ci­ety 
may need mo­re ti­me to re­flect on this new type of pro­jects and 
to recognize the institutional changes that accompany them.
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BOT (BUILD-OPERATE-
TRANSFER/IZGRADI-
KORISTI-PREDAJ) 
PROJEKTI KAO 
USPEŠAN MODEL 
JAVNO-PRIVATNOG 
PARTNERSTVA
REZIME 
Ključne reči: BOT projekti, iz
gradi-koristi-predaj, koncesije, 
finansiranje projekata, infrastr-
uktura.

Rad proučava BOT (build-ope
rate-transfer/izgradi-koristi-
predaj)  projekte kao održiv 
model javno-privatnog partner
stva. Njegova svrha je da otkrije 
njihov konceptualni okvir, evo
luciju, savremene interpretacije 
i koristi od primene. S obzirom 
na trenutne ekonomske real
nosti globalnog finansijskog 
deficita, postoje proračunska 
ograničenja na svim nivoima 
vlasti u svakoj zemlji. Projekti 
BOT mogu se smatrati alterna
tivnom strategijom za rešavanje 
finansijskih i socijalnih proble
ma svake vlade. Oni su popu
laran instrument modernizaci
je saobraćajne infrastrukture, 
energetskog sektora, teleko
munikacija, vodosnabdevanja, 
očuvanja životne sredine, itd. 


