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CONDITIONS FOR THE DEVELOPMENT OF PUBLIC-PRIVATE
PARTNERSHIP PPP - ANALYSIS BASED ON AN EXAMPLE
OF TRANSPORT INFRASTRUCTURE IN POLAND

Transport infrastructure is not currently the domain of activity of solely the public sector. Governments entrust

the provision of services or realization of investment tasks to private entities and the form of involvement of private

investors may be the public-private partnership PPP. Successful implementation of the PPP projects requires appropriale

economic, legal, institutional and social conditions.

The article identifies these determinants based on the literature on the subject and then their analysis in relation to
conditions of operation and market development of the PPP projects in the area of transport infrastructure in Poland.
The analysis covered the years 2009-2018 and was conducted against the background of development of the PPP market

in selected EU countries.
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1 Introduction

Transport infrastructure has specific characteristics
such as: service and social service character, capital
intensity, long period of payback of incurred financial
expenses, technical and economic indivisibility [1]. These
characteristics caused that infrastructure was generally
considered to be the domain of activity and financing by
public authorities. However, in recent decades, economists
dealing with this issue have presented a view that
infrastructure is no longer perceived as public goods and
should not be provided by the state only, [2-3]. Currently,
it is believed that there are no goods and services that
can only be provided by the private or public sector [4].
Governments entrust implementation of public services
or investment tasks to private entities and the form of
involvement of private investors is often a public-private
partnership PPP.

However, the practice of the PPP implementation and
conducted studies show that the success of a partnership
requires appropriate economic, legal, institutional and
social conditions [5], [6]. In addition, the latest reports
of the EU institution, which has been supporting the
development of the PPP for several years, have shown
that the implementation of successful projects is possible
with appropriate legal, institutional framework and
administrative efficiency. These instruments are currently
available only in a limited number of countries with many
years of implementation experience [7].

The aim of the research is to analyze the determinants
of implementation and level of development of the PPP
projects in the area of transport infrastructure in Poland.
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The subject and purpose of the research imply an analysis
of the subject literature, statistical data, evaluation reports,
as well as legal acts. The method of comparative analysis
and analysis of cause and effect relationships have been
applied, which increases the accuracy of the obtained
results and conclusions formulated on this basis.

2 Determinants of the PPP development -
a literature review

Since the subject matter of the PPP is quite well known
and it has been the subject of many publications, the article
omits wider considerations on the nature and forms of that
partnership. Only a general definition of the PPP, based
on literature studies, is provided, [8, 9]. A public-private
partnership is a type of contract between a public partner
and a private partner who work together to implement
aproject, while retaining their own goals and interests at the
same time. The result of this cooperation should be lower
costs of the project and a higher quality of services than in
the case of their traditional financing from public funds [10].
The form of private entities’ involvement in the PPP projects
depends on its specificity and the individual needs of the
project participants. The detailed classification of PPP
forms was presented, among others, by R. Mu, M. de Jong
and E. ten Heuvelhof [11]. Here one can only list the basic
forms of participation of private entities in infrastructure
projects: BOT - construction, exploitation, transfer, DBFO
- design, construction, financing, exploitation and BOO -
construction, exploitation, ownership (ownership remains
permanently in the private sector).
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The literature also shows that the success of
a partnership requires the provision of appropriate
economic, legal, institutional and social conditions (success
means a PPP project that has been carried out according to
budget, schedule and quality of service standards) [5], [6].
Conditions favorable for the PPP implementation are defined
as critical success factors - CSF. Their identification was the
subject of extensive research conducted by Harcasttle et al.
[12], which identified five main groups of factors: effective
purchase process, feasibility of the project, government
guarantee, favourable economic conditions and available
financial market. The CSF classification, which is based on
various aspects of risk associated with the PPP projects,
was developed by Ozdogann and Birgonul [13]. Technical,
financial and economic, social, environmental, political
and legal risks are important determinants considered by
decision-makers. An extensive review of the CSF was also
presented by Ng et al. [14], who studied the importance
of these factors, taking into account the objectives of the
public sector, private sector and society. They proposed
to divide the factors into four groups: political and legal,
economic and financial, technical, social.

Based on literature research, it can be assumed that
the classification of the determinants of the PPP success
includes the following groups of factors: economic and
financial, political and legal, technical and social. In addition,
they can be divided according to the level of analysis.
Determinants that are shaped by the government and its
institutions can be described as factors at the macro level.
However, those that affect the practical implementation at
the stage of project preparation and feasibility assessment
concern the micro-level.

These determinants have a differentiated impact on
the success of the PPP. The research conducted by Chou
et al. [15] shows that at the macro level, the following have
the strongest impact: stable macroeconomic conditions,
economic and political support of the government,
availability of financing, legal system, competent public
advisory agencies, social support, clear procurement
process, competition in the procurement process. For
transport infrastructure projects, an important factor,
emphasised by Hammami et al. [5] and Chou et al. [15], is
the stable macroeconomic condition of the country, and in
particular such indicators as the GDP growth, purchasing
power of customers, market size. Good macroeconomic
conditions, according to Mansoor and Klein [16], are able
to attract investors and increase the level of financial
resources. Well-organised public advisory agencies are
also a key factor. Their activity is particularly important in
countries that have no experience with the PPP [5].

The element of experience in implementation of
projects is worth noting here. It is about the experience of
the government, private investors and multilateral lenders
in the field of this kind of projects. A trustworthy and
experienced private consortium provides the opportunity
for agreement at the stage of project preparation and its
subsequent technical feasibility. The experience of financial
institutions is equally important because the private sector

bases its financing structure primarily on external sources.
Efficient financial intermediation, free access to capital and
financial services are the key factors in the success of the
PPPs. Research conducted by Butkiewicz and Yanikkay [17]
show that the involvement of multilateral lenders and credit
agencies in the project reinforces the positive outcome of
this investment.

On the other hand, micro-level factors of significant
importance, according to Ng et al. [14], are: socially
acceptable level of fees/tariffs, reliable and experienced
private consortium, long-term demand for services, stability
of service provision, financial attractiveness of the project
for private investors and cost effectiveness of the project
in comparison with traditional forms of its implementation.

3 Analysis of the PPP functioning conditions
in Poland

Implementation of the PPP projects requires that the
predefined determinants were realized, especially those at
the macro level. They create a fundamental framework for
the functioning of partnership, without their fulfilment the
PPP formula will not exist at all, not to mention the success
of investment implementation. Further, due to the synthetic
character of the article, the most important conclusions
from the conducted research will be presented. These
conclusions were formulated in relation to the basic key
factors, which are: the legal system, government support,
in particular the activity of public advisory agencies and
availability of financing.

Stable law and certainty of its interpretation is a key
and necessary condition for implementation of the PPP.
In Poland, the first act, which enabled implementation of
road investments by the private sector, was drafted in 1994.
The practice of implementation showed problems and as
a consequence the Act was amended - in 2000 and 2005.
However, those legal actions were not enough and in 2008
a new, more flexible act was passed, which initiated the
actual process of implementing public tasks in the PPP
formula. In 2018, the government decided to increase the
scale and effectiveness of the PPP and amended the Act of
2008 [18]. The new regulations simplify the procedure of
selecting a partner and the process of concluding contracts.
Moreover, they provide comprehensive advisory services
for public entities and optional certification (evaluation)
of projects by the minister of regional development.
Legislative activities of the government have eliminated
many legal obstacles. The current regulations are so flexible
that even political changes will not be a barrier to the PPP
implementation.

The government also plans to establish a guarantee
and warranty system for the public and private sectors.
It concerns the creation of a special fund for the PPP,
preferential rules and interest rates [15]. The latter is
very important as it will facilitate access to bank loans
for investors. In previous years, external financing was
provided mainly to projects that met one of two criteria:
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Figure 1 Total value of the PPP projects in 2009-2018, in selected EU countries (billion euro)

limited financial involvement of the public partner or
a small scale of the enterprise, allowing the private partner
to finance with its own contribution. The position of the
banks was quite restrictive and a large part of projects did
not receive financing.

Another determinant of the PPP success is availability
of the public advisory institutions. In 2011, a governmental
PPP Platform was established to assist in the preparation
and implementation of projects. However, this initiative
was not sufficient. Therefore, starting from 2017, the
government intensified its activities in this area: a three-year
training project was launched, in which the government and
local government administration employees participate,
the minister for regional development offers free legal,
financial and technical advice and agreements were also
signed with consortia of consulting companies to provide
comprehensive advice to public entities. Moreover, the
government plans to initiate 10 pilot projects by the end
of 2020.

The government expects that the effect of the above
actions will be, among others, the conclusion of at least 100
new agreements by the end of 2020 and an increase in the
number of signed agreements in relation to the number of
announcements of choosing a private partner to 40% [18].

4 Analysis of development of the PPP market
in Poland

While studying the level of the PPP development
in Poland, it is worth considering this issue against the
background of the EU project market. Figure 1 presents
development of the PPP market in selected countries in

the years 2009-2018, developed on the basis of research
conducted by the European PPP Expertise Centre EPEC
[19]. The data include large investment projects - until
2010 these were projects worth more than 5m euro and
since 2011 more than 10m euro (the value of the so-called
“financial closure” projects).

The leader of the European PPP market was and still is
the United Kingdom, which since the beginning of the 1990s
has used various forms of cooperation between the public
and private sectors to implement investments and provide
services. The partnership also has a significant place in
countries such as: France, Germany, Italy, the Netherlands
and Spain.

It is worth mentioning here that the most important
area of the PPP implementation is transport infrastructure.
Financial resources earmarked for these enterprises
constituted, in the years 1995-2009, an average of 75-90%
of the total value of projects. In 2018, their share decreased
and amounted to 48% due to the growing value and
number of projects in the area of telecommunications and
environmental protection for several years [19].

Compared to other EU countries, the value of the
market for the large PPP projects in Poland is very small
and represents only 2% of the total value. This relatively low
level of development of the PPP market will be the subject
of further research. These included reports and statistics
available on the government’s PPP Platform [20].

Figure 2 shows the value and number of the PPP
projects in individual years 2009-2018. Figure 3 shows the
total value and number of projects by economic sectors in
the entire period. These data include all the projects that
have been implemented or are being currently implemented
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Figure 3 Total value and number of the PPP projects in Poland, by sector of economy (2009-2018)
and their value is the sum of the value of investment outlays The PPP project market actually started to develop in

or services, regardless of the amount of these expenditures. 2009, after the change of legal regulations to more flexible
ones, corresponding to the specificity of these enterprises.
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Between 2009 and 2018, 131 projects were completed and
their value amounted to 1.4 bn euro. Both the value and
the number of projects vary greatly from year to year. In
2013, the highest value PPP agreements were concluded,
as the subject of the agreements were large investment
projects, including: construction of waste incineration
plant in Poznan (185m euro) or broadband network in
the Mazowieckie and Podkarpackie voivodships (183m
euro). However, in 2016-2017, the number of contracts and
the value of projects decreased. This is a consequence of
poor activity of local self-governments as entities initiating
projects. This activity is a function of, among others, the
level of absorption of the EU funds. An increase in use of
the EU funds could have been an important factor limiting
the interest of the public sector in the PPP projects. This
issue will be discussed in the article.

Further analysis of the PPP market allowed to identify
its features and changes that took place in the analysed
period [20]:

e 131 contracts were signed and executed, and the
effectiveness of the PPP proceedings, i.e. the ratio
of the number of contracts signed to the number of
announcements of choosing a private partner, was in
2009 - 5%, whereas in 2018 - 32%,

e the largest number of contracts concluded concerned
projects with a value of up to 10m euro - 72%,
while contracts with a value of more than 60m euro
accounted for only 6%,

e projectsareimplemented mainly in the following sectors
(taking into account their value): telecommunications
- 27%, waste management - 24 %, revitalisation - 10%,
transport infrastructure - 10% (Figure 3),

e investment projects dominate - 58 %, however, there is
also a large share of service projects - 42%,

e 14 hybrid projects were implemented (co-financed
from EU funds), which constituted only 10% of all the
PPP undertakings,

e the agreements are concluded mainly by local self-
governments - 90% of all the contracts, whereas the
central government administration signed only 6 out
of 131 contracts,

e among self-government authorities, the largest number
of contracts were implemented by large, economically
active urban agglomerations (Warsaw, Silesian
agglomeration, Krakow, Wroclaw, Gdansk),

e the contribution of the public side to the project
consisted in providing the property on which the
private partner was to construct the infrastructure in
accordance with the “land for infrastructure” principle;
more than half of the projects is financed exclusively
by the private partner,

e the average contract period is 21-23 years,

e the average time from the date of the project
announcement to the conclusion of the contract was in
2009 - 264 days, and in 2018 - 257 days,

e among local authorities that initiate projects, some use
external advisory services - in 2016 it concerned 37% of
projects, while in 2018 - 54% of projects.

The PPP market in Poland can be described as a “market
under construction”, dominated by the low-value projects
that are not included in EPEC reports. Projects are initiated
by local authorities, mainly in large urban agglomerations.
It is worth emphasizing that the effectiveness of the PPP
proceedings has improved, the period of negotiations
and preparation of contracts has been decreasing and
the scope of using the services of external consulting
companies has increased. Public entities, operating within
the legal framework, adapted to the specificity of the PPP,
gain experience in the implementation of projects. These
determinants are essential for the success of projects and
are an impulse for development of partnership.

When studying the value of the PPP market projects,
it can be compared with local government expenditure
investments. In 2009-2011, these expenditures amounted to
30.4 bn euro and the value of the PPP projects amounted
to 0.18 bn euro, which was 0.06%. However, in 2016-2018
the value of projects was 1.3% in relation to investment
outlays (25.3 bn euro - outlays, 0.33 bn euro - PPP projects)
[21]. The government plans that the value of the PPP
investments should amount to at least 5% of the public
sector outlays. A comparable level - 4% of all investments
in the public sector, the PPP projects constituted in 2007 in
the “old” EU countries.

Turning to the analysis of the PPP projects in the area
of transport infrastructure in Poland, one can distinguish
the market of relatively small enterprises that initiate
local governments and the market of large government
projects. The first one includes mainly the construction of
parking lots and bus shelters. These investments are not
the basic elements of transport infrastructure, but they are
the so-called point infrastructure, complementary. Their
share in the total value of the PPP projects in 2009-2018
was about 10% (Figure 3). Local authorities therefore carry
out transport infrastructure projects with very limited
material and financial resources. This is because local
authorities have at their disposal EU funds, which they can
use to finance up to 85% of the investment costs and they
are non-refundable. This system is more advantageous in
procedural and financial terms than the PPP.

However, large projects include a programme for the
construction and operation of toll motorways, launched
by the government in 1996-1997. In 2000-2011, private
consortia carried out the following investments in the
concession system: section of the A2 motorway Swiecko-
Konin (255 km), section of the A1 motorway Gdansk-Torun
(152 km), section of the A4 motorway Katowice-Krakow
(61 km). Consortia have built and operate about 30% of the
current motorway network in Poland [22].

Another government action was a pilot project initiated
in 2013, consisting in the reconstruction and maintenance
of 187km of lower category roads in the Lower Silesian
Voivodship. The project assumed a thorough reconstruction
of 113km of roads within the first four years of signing
the agreement and then their maintenance. The remaining
74 km were planned to be covered by renovation works and
current maintenance during 22 years of the agreement’s
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validity. The procedure of selecting a private partner
started in 2014 and the final selection of the company was
to take place in July 2018. However, the offers received
from two companies were so high that they exceeded the
level of availability fees estimated by the self-government
authorities of the voivodship several times. Therefore,
a private partner was not chosen.

Currently, the government is planning to build some
sections of express roads in the form of partnerships. The
programme is to cover the following roads: S6 - Gdansk
bypass (31 km), S6 - Szczecin bypass (50 km), S6 - Koszalin
- DK 6 Bozepole Wielkie (117km) and S10 - Bydgoszcz -
Torun (50 km). The private partner is to design and build
roads, maintain them for 30 years and then hand them over
to the public party. In return, the public side is obliged to
pay a cyclical fee for accessibility [18].

5 Conclusions

Successful implementation of the PPP projects,
especially in the area of transport infrastructure, requires
specific legal and institutional conditions (activity of public
advisory agencies) and availability of financing. Polish legal
regulations, after 25 years of experience in the practical
implementation of the PPP and legislative changes, are
now flexible and adapted to the specificity of projects.
In recent years, the government has clearly supported
the development of partnership, what is indicated by
the activity of government institutions in the area of
advisory services. The first effects of these activities and
accumulated experience of local authorities are already
visible - more and more local authorities use advisory
services and the effectiveness of announced projects is
increasing. The implementation of 10 pilot projects, planned
by the government, as well as creation of a guarantees and
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