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Many countries around the world have recourse to the private sector capital inclusion in order
to complete public investment projects for which there were insufficient funds in the public budget.
In addition to fundamental financial funds, private sector participation brings with it numerous
benefits such as technical expertise, risk transfer, costs reduction and time required for project
implementation. Thus, developing and emerging countries see in PPP the potential for the devel-
opment of their infrastructure and also for the increase of economic growth. But, for the successful
implementation of PPP, certain conditions are crucial: legal framework and institutions, in par-
ticular. This study analyses the current state of PPP in Serbia and Croatia.
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PO3BUTOK IHOPACTPYKTYPU YEPE3 IEP2KABHO-IITPUBATHE

ITAPTHEPCTBO

Y cmammi npedcmasaeno ceimogy npaxmuxy 3a4y4eHHs NPUGAMHO20 Kanimaay y
depxcaeni ingecmuuitini npoexmu y eunadxax Hecmayi 6100xcemuux xowmis. Kpim cymmeeor
Qinancoeoi donomozu, ywacmv npueammozo Kanimaay y maxkux HNPOEKMAx MA€ HU3KY
dodamkogux nepeeaz: MexHiYHA eKcnepmusa, mpaumcdep pusuKie, 3HUNCEHHA He MiAbKu
eapmocmi npoexmy, a i 4acy, eumpa4eno2o Ha Hbo2o0. Came momy Kpainu, uo po3eusaromocs,
6bauaiomo y 0epiHcasHoO-npuGaAmMHOMY RAPMHEPCME] CYMMEGUI NOMeHyial 041 pPO3GUMKY
ingppacmpyxmypu, wo 8 c6oro uepey cnpusmume nooa1bUIOMy eKOHOMIMHOMY 3pocmannio. Jlas
YCRiutHo20 6NPo6aAO’CeHHs NPOCKNIE 0ePHCAGHO-NPUBAINHO20 NAPMHEPCHIBA BANCAUBOIO € HU3KA
HUHHUKIG, 30Kpema, 3aKoH00as4e 3abe3newenns ma incmumyuilinuii possumox. Ix eénaue na
HpOeKmu 0epiCcasHO-nPuUEaAMHO20 NAPMHEPCIEA NOKA3aHo Ha npaxmuynux npuxaadax Cepoii
ma Xopeamii.

Karouosi caoea: pozgumok inghpacmpyxmypu,; depiucagHo-npueamue napmHepcmeo,; 3aKkonodasye
3a0e3neuenHs; iHcmumymu.
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PASBUTUE NTHO®PACTPYKTYPbI YEPE3 TOCYJAPCTBEHHO-

YACTHOE IMTAPTHEPCTBO

B cmamve npedcmasaena mMuposas RpaKmuka GKAIOMEHUS HACMIHO20 KANUMAAA 6
20cydapcmeennble UHGECMUUUOHHbBIE NPOEKMbL 6 CAYHAAX HEXGAMKU O1000¥CemHbIX cpedcms.
Kpome cywecmeennoli unancoeoii nomowu, ywacmue 4acmmuo20 Kanumaia 6 noooGHbLX
npoexmax umeemn psi0 00NOAHUMEAbHBIX NPEUMYULECIE: MEXHUMECKAs IKCnepmusa, mpancghepm
PUCKO08, CHUMCEHUE He MOAbKO CHIOUMOCHIUL NPOEKMA, HO U 3AMPAYeHHO020 HA He20 6PeMEHU.
Hmenno nosmomy pazeuearouiuecst CMpansl 6UOAM 6 20CYOAPCMEEHHO-HACIMHOM NAPMHEPCMEe
SHAMUMEAbHBLL NOMEHUUAA OAA PA36UMUS UHDPACMPYKMYPbL, YN0 6 C60I0 04epedsb Gydem
cnocobcmeosams daavHeluemy 3KoHomuneckomy pocmy. Jlas ycnewnozo 6HeOpenus npoeKmos
20Cy0apcmeeHHO-4acmio20 NaApmMuEPCmea 6axcen psad Qakmopoe, 6 Hacmuocmu,
3aKoHodameavHoe obecneuenue u UHCMUMYyUOHAAbHOe pazeumue. Hx eausnue na npoexnivt
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20Cy0apCcmeEeHHO-4aACMH020 NAPMHEPCMEA NOKa3ano Ha npaxmuueckux npumepax Cepbuu u
Xopeamuu.

Karoueevte caosa: pazeumue ungpacmpyKkmypol; 20cy0apcmeeHHO-4ACMHOe NAPMHEPCMEO0;
3aKOHOOamenbHoe obecneyerue; UHCIUMYmabl.

Introduction

The idea for private sector involvement in the provision of public goods and serv-
ices initially arose with the public sector reform during the 1980s, known as New
Public Management (NPM). The main idea of NPM was to change the orientation
of public sector institutions towards market, consumers and stakeholders and to
increase organisational and cost efficiency, effectiveness and productivity (Rakic,
2011). The basic assumption of PPP as the important instrument of public policy
modernisation is that private participants' involvement in service provision or realisa-
tion of public goals will increase the quality of those services and deliver better value
for money.

The global economic crisis has additionally emphasised the role of PPP arrange-
ments, especially as a means for the implementation of bigger public investments in
infrastructure. Potential role of these arrangements as the instruments of counter-
cyclical fiscal policy lies in the fact that they can be used for the private sector recov-
ery and employment creation. Although the main focus of PPP is on the promotion
of efficiency in public service provision through risk sharing and private sector expert-
ise, they can also relief pressure on public finance by providing additional capital
(Rakic, Radenovic, 2011). Hence, many developing countries' governments are put-
ting their efforts on the wider usage of PPP.

In this paper, we will first emphasize the importance of infrastructure develop-
ment for economy and then we will examine the PPP market in Croatia and Serbia
by using the comparative analysis of the legal framework, institutions and projects.

The importance of infrastructure development

Infrastructure development is essential for any country due to the fact that it has
a positive impact on economic growth and macroeconomic competitiveness.
Inadequate infrastructure represents huge constraint on growth worldwide, especial-
ly in developing countries. Namely, infrastructure services are often insufficient to
meet demand, usually are of low quality and some areas are simply unserved. Poor
infrastructure performance is determined by numerous factors (WBI, 2012). First,
governments usually lack funds necessary for infrastructure development, since their
budgets are used for other purposes, particularly in crisis times. Secondly, due to poor
planning, political interests and corruption in the selection process, those funds are
often spent on unprofitable projects. Thirdly, owing to inefficient management, serv-
ice delivery is weak, while projects are regularly overbudgeted. Finally, constructed
infrastructure is generally unsuccessfully maintained, thus increasing costs. As a
result, private sector has also become involved in infrastructure provision through
PPPs in order to improve infrastructure performance.

PPPs can help infrastructure performance by raising additional capital, better
project selection, improved service delivery and superior infrastructure maintenance.
In order to better understand the necessity for infrastructure, we have to distinguish
its main types. According to Grimsey and Lewis (2004), infrastructure can be divid-

ACTUAL PROBLEMS OF ECONOMICS #2(152), 2014



96 EKOHOMIKA TA YINPABJ1IHHSI HAUIOHAJIbHUM rocrnogAPCTBOM

ed into 4 categories (Table 1): 1) hard economic infrastructure; 2) soft economic
infrastructure; 3) hard social infrastructure; 4) soft social infrastructure.

Economic infrastructure incorporates almost 70% of all infrastructures in most
countries, independently of the criteria used for division (Sredojevic, 2010). The
importance of economic infrastructure lies in its ability to provide necessary precon-
ditions for good functioning of the economy and enhance productivity and innova-
tions. While the importance of social infrastructure lies in its ability to provide basic
services to households, thus improving their quality of life and welfare in the com-
munity as a whole.

Economic infrastructure, especially transport, connects regions and countries
and enables their integration into the global economy. Improvements in quality and
scale of transport infrastructure, aside from time saving, also lead to lower costs of
inputs, production and distribution, thus enhancing national competitiveness. At the
same time, these improvements also lead to productivity increase, trade development,
as well as employment and GDP increase. Thus, infrastructure development is a nec-
essary precondition for the overall country's development, particularly for developing
countries.

Table 1. Classification of infrastructure by types

Hard Soft
roads
motorways . .
brid Y vocational training
rlo Ifs’ss financial institutions
Economic Pl R&D facilitation
l;ilr “;?gss technology transfer
pors export assistance
telecommunications
pow er
hospitals
schools
Wa}tl'i)ilz?p ply social security
Social ) 8 community services
:ﬁﬁfﬁiee environmental agencies
prisons
aged care homes

Source: Grimsey, D. and Lewis, M. K. (2004).

PPP market in Croatia and Serbia

The need for considerable investments in public infrastructure, in order to
increase efficiency and improve the quality of public sector services, is obvious for the
countries which are the EU members, as well for those which are not, but have the
intention to become. Namely, public infrastructure very often neither correspond to
the increase in government standards, nor to the increase in the level and quality of
services, and this disproportion is largely evident with new member states and candi-
date countries.

In order to support the development and implementation of PPP projects, many
countries have adopted special legal acts in the form of laws, regulations or guidance,
thus providing legal framework and clearly stimulating and encouraging PPP projects
implementation. Although PPPs represent an alternative way for providing public
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services, they incorporate only 10—15% of the public services provision (Blanc-Brude
et al., 2007; Adair et al., 2011).

As we can see from Figure 1, the countries are at different stages of understand-
ing and implementation of innovative PPP models. Each country has its own path of
development, while the huge number of them is still in the initial stage. This is the
case with Croatia and Serbia. This stage is characterised by (Amovic, 2011):

clearly defined policy and legal framework;

— formation of central unit for managing and implementing PPP projects;

— defined institutional structure for PPP;

— compliance of sectoral legislation;

— development of public sector comparator model;

— implementation of previous experiences from one sector into the other.
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Source: Northoff, T. (2008).
Figure 1. PPP maturity curve
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However, many countries instead of using the experience of "trailblazers", "spe-
cialists" or other countries at the advanced stages of development, usually enter in
partnerships without an adequate understanding of the concept. Those countries that
have appeared late at the PPP market can avoid the mistakes typically made at the
initial phases of development (such as the implementation of a single model for all
infrastructure projects) and implement more flexible and creative approaches used in
developed countries. Such behaviour will enable them move faster along the market
development curve and even leapfrog to the advanced phases of development.

Therefore, in order to examine whether countries at the initial stage of develop-
ment — Croatia and Serbia, have adequately used the potential of late entrance to the
PPP market, in the rest of the paper we will examine the current PPP situation in
these countries by means of comparative analysis.
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Legal framework

Due to the fact that both Croatia and Serbia have obvious needs for investments
in public infrastructure and taking into account limited financial possibilities for gov-
ernments to increase the public debt, these governments are recommended to imple-
ment the PPP models for infrastructure development.

First, Croatia adopted the "Guidance for the Implementation of Contractual
Forms of PPP" in 2006 (OG 98/06). The purpose of this Guidance was to support and
lead local and regional self-governments in the realisation of public infrastructure
projects through PPP (Marenjak et al., 2007). The "Public Private Partnerships Act"
adopted in 2008, replaced the Guidance (OG 129/08). The Act was modified in 2011
(OG 55/11) and then replaced by new "Public Private Partnerships Act" in 2012 (OG
78/12). At the moment, the area of PPP in Croatia is regulated by this Act and the
accompanying "Regulation on implementation of Public Private Partnership
Projects” (OG 88/12), Concessions Act (OG 125/08) and Public Procurement Act
(OG 90/11) describing the procedures for awarding public procurement contracts
and concessions. Additionally, the issues not regulated by these acts and regulations
are governed by special sectoral acts and regulations.

The PPP Act defines PPP as "the long-term contractual relation between the
public and the private partner subject of which is construction and/or reconstruction
of public infrastructure, for the purpose of rendering public services within the area
of the public partner's competence” (Article 2). This Act distinguishes two PPP mod-
els — contractual and institutional, and defines the contract duration (from 5 to 40
years), as well as the minimum content of a PPP contract.

According to the Act, only public body can submit a PPP project proposal to the
Agency for PPP, which will approve the proposal after acquiring a prior consent from
the Ministry of Finance, but only if the proposal fulfils all necessary criteria.
Information on the approved PPP project proposals is available on the official web-
site of the Agency and only those projects can initiate the procedure for a private part-
ner selection. All signed contracts must be registered in the Register of PPP contracts,
which is public. After 6 months from the date of registration of a PPP contract, the
public partner is obliged to submit to the Agency the first report on Implementation
of PPP project and then further reports each 6 months (Article 18).

The PPP Act also determines the foundation of the Agency for PPP, as well as
the list of its tasks and bodies. But, the details concerning this institution will be pre-
sented later in the paper.

Opposite to Croatia, which acknowledged the importance of PPP projects and
adopted the necessary regulations in 2006, Serbia adopted its Law on Public Private
Partnership and Concessions in 2011 (OG 88/2011). The new law has the objecive to
simplify and shorten the procedures for the realization of the projects, thus satisfying
the growing need for new public infrastructure and services of public interest.

Before the adoption of this law, local authorities have been obliged to follow
numerous laws related to foundation, organization, operation and financing of local
self-governments when signing a contract with a private partner. Basically, local self-
governments had two options on the activities of public interest — to set up public util-
ity corporations or to form various types of partnerships with private partners
(Pavlovic-Krizanic, Brdarevic, 2010).
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However, practical implementation of these legal possibilities has been limited
for several reasons (Rakic, 2011). Firstly, local municipalities have been unsure in
economic effectiveness of such projects, since they neither have financial resources to
conduct pre-feasibility studies, nor the examples of good practice to demonstrate the
possible course of action and potential benefits from partnership projects. Secondly,
there is a widely accepted opinion, that in this kind of cooperation the private part-
ner always gains, while the public partner loses, because it bears higher risk and costs
and resolves environmental problems.

The law defines PPP as a long-term cooperation between public and private
partners in order to finance, build, reconstruct, manage or maintain infrastructure
and other objects of public interest and provide public services (Article 7). It also dis-
tinguishes two models — contractual and institutional, which is in accordance with
the EU regulations. Contract duration is set for the period of 5 to 50 years.

According to the law, a PPP project proposal can be submitted by private partic-
ipants or public body. After adopting the proposal of private participants, public body
has the obligation to submit the PPP project proposal for approval and consent to a
particular authorities depending who the public partner is (Article 26). The authori-
ties which give approval are: 1) Government, if a public partner is Republic of Serbia
or other public body of Republic of Serbia; 2) Government of the Autonomous
Province, if a public partner is Autonomous Province or other public body of
Autonomous Province; 3) Assembly of the local self-government unit, if a public
partner is local self-government unit or other public body of local self-government
unit. Once the proposal is approved, public body is starting the procedure for private
partner selection according to the Public Procurement Law. Before choosing a private
partner and signing a public contract, the public body has the obligation to submit
final draft of the contract to a particular Authority for approval. When the Authority
gives consent, the contract can be concluded.

The law also defines the manner in which a public contract can be financed.
Namely, a private partner can finance the contract through the combination of direct
investments in capital or debt financing, including also project financing provided
from international financial institutions or banks (Article 49). Additionally, a private
partner has the obligation to deliver periodical reports on its work, activities and ful-
fillment of contract obligations once a year.

The PPP law also determines the foundation of Public Private Partnership
Commission without whose positive opinion a PPP project can not be implemented.
The list of the approved PPP projects in a form of Register has to be available to pub-
lic at the subportal of the Public Procurement Office.

The comparison of the PPP legal framework in Croatia and Serbia has led us to
the conclusion that despite few differences (contract duration, the body eligible to
submit PPP proposal, the approval procedure of PPP projects), both countries have
similar PPP regulations which are harmonised with the EU regulations.

Institutions

In Croatia, the Agency for PPP is the central national body in charge of the
implementation of PPP Act. Among other activities, this Agency has the obligation
to promote the PPP concept within the country and internationally, organize and
keep the Register of PPP contracts, publish guides and handbooks for the preparation
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and implementation of PPP projects, cooperate with scientific and research institu-
tions, economic and non-governmental organisations with the purpose of improving
the national PPP model theory and implementation and apply international best
practices in the field of PPP. The organisational structure of the Agency is presented
in Figure 2.

Apart from the Agency, institutions responsible for policy framework are the
Ministry of Economy and the Ministry of Finance. Namely, Ministry of Finance
grants approval on PPP projects regarding their compliance with budgetary projec-
tions and plans, fiscal risks and constraints imposed by special regulations, as well as
financial and fiscal sustainability of the proposed projects. Hence, these two institu-
tions constitute functional unit, while the whole process of approving projects pro-
posals includes also other ministries, regional and local self-governments directly
connected with the proposed project.

The role of Ministry of Economy is more evident in the public procurement sys-
tem. Namely, the Ministry of Economics is responsible for supervision of the proce-
dures for granting public contracts and enforcement of public procurement contracts.

Agency for Public-
Private Partnership
Administrative Managing Director
Council
(4 members)

Sector for Approval Sector for
and Monitoring of International
PPP Projects Cooperation
1 1 1 1
Department of PPP %:gpurtmentdo}f;gg ?epart ment (if Department of
fects > gister an nternationa hnical S
Projects Approval Project Implemen tation Cooperation and EU Te(,[})m ical Support
b o rogrammes
Monitoring Law i

Sector for
Education

Department of
Preparation of
Educational Module
Programmes

Department of
Organization and
Implementation of

Educational Modules

Source: Authors' presentation based on the data retrieved from http://www.ajpp.hr/home-
page/agency/organization-of-the-agency.aspxwww.ajpp.hr.
Figure 2. Organisational structure of Agency for PPP

Additionally, the State Commission for Supervision of Public Procurement and
Administrative Court have significant roles in the public procurement system. As the
body of first instance, the State Commission is responsible for handling appeals in
public procurement process, concessions granting and selection of private partners in
public private partnership, while the Administrative Court deals with the same pro-
cedures in the second instance.
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In Serbia, the PPP Commission is in charge of granting approvals on the pro-
posed PPP projects. Implementation of PPP projects is possible only for those proj-
ects that have attained positive opinion from the Commission. But, positive opinion
cannot be given without the positive vote from the representative member of the
Ministry of Finance (OG 13/2012).

Apart from this body, Belgrade Chamber of Commerce established in 2011
the Centre for PPP with the aim of informing and educating both public and pri-
vate sectors about PPP and promoting its use in Serbia. This Centre also offers
numerous consulting services such as: partner search, selection of the proper
partnership agreement, management of the partnership, project development and
implementation, ensuring involvement of institutions, organizations, and donors,
determination of Public Sector Comparator, preparation of partnership agree-
ment documentation, management of the PPP agreement, monitoring during
utilization and operation of the constructed facility (http://pppcenter.rs/servic-
€s.aspx).

Additionally, USAID Business Enabling Project (USAID BEP), in cooperation
with the Commission, has developed the "Draft Value-for-Money Methodology" for
PPP projects (http://www.bep.rs). Special significance of this methodology stems
from the importance of PPP projects in addressing a number of economic and social
issues and from the importance of the value for money analysis for successful imple-
mentation of these projects.

Both countries are the members of the Southeast European Public Private
Partnership Network (SEEPN). The Network operates within the Regional
Cooperation Council and its main purpose is to coordinate the regional exchange of
knowledge and expertise on PPPs, support the assessment of South East Europe's
PPP enabling environment and propose measures for its further development and
harmonization (http://www.ajpp.hr/seepn/about-seepn.aspx).

The analysis of the institutional framework in Croatia and Serbia has shown that
institutional development in Croatia is far ahead Serbia. Namely, the Agency for PPP
has its official website where interested parties can find all information and data on
the preparation and implementation of PPP proposals, as well as the Register of all
approved and signed PPP projects. This Agency also organises numerous seminars
and educational trainings and brings professionals and practitioners from around the
world to convey practical experience to interested parties, thus promoting the PPP
concept and increasing the number of the signed deals.

Unfortunately, situation is Serbia is quite different. The PPP Commission does
not have its official website and thus information and data needed for the preparation
and implementation of PPP proposals are very hard to find. Private investors or local
self-governments interested in PPP have to seek help from the Centre for PPP or to
collect all necessary information by themselves from different sources. Until recent-
ly, the Value-for-Money Methodology has not been developed, thus further causing
difficulties with PPPs implementation. The situation has been somewhat improved
since January 2013, with the assistance of USAID BEP, which has helped in the
preparation of draft methodology for the value for money analysis. However, the
Commission will need further assistance in future to reach at least the level of institu-
tional development in Croatia.
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Projects

Adequate legal and institutional framework represents an indispensable prereq-
uisite for the preparation and implementation of PPP projects. The efforts put into
these activities usually correspond to the number of signed and realised projects.
Hence, while in Croatia the number and the value of contracted projects is signifi-
cant, the situation in Serbia is less promising.

On the official website the Agency provides information on public body's inten-
tion to implement a project, as well the information about the approved and con-
tracted projects. In Table 2 we can notice that 3 out of 4 approved projects are in the
contractual form, while just one project is the concession.

Table 2. Approved Projects

Project Contracting Authority Contract type
"Elderly home Gerovo" City of Cabar contractual PPP model
Construction of the New Zagreb Airport | The Ministry of the Sea, concession contract
Terminal Transport and Infrastructure
Construction of "Sokolski dom" City of Osijek contractual PPP model
Construction of “Kompleks Zapadna Zabica” City of Rijeka contractual PPP model

Source: Authors’ presentation based on the data retrieved from http:// www.ajpp.hr/ home-
page/ ppp-projects/ approved-projects.aspx.

As we can observe from Table 3, the total value of PPP projects that have reached
financial closure is approximately 150 min euro, while the contracts are signed for the
period ranging from 20 to 30 years. Most of the projects (9 out of 13) are in the form
of Design-Build-Finance-Operate-Maintenance model, with the private partners'
obligation to transfer the facility to the public partner at the end of the contracted
period. Further, the number of contracted projects is the biggest in the sector of edu-
cation (9 out of 13), but these projects are small in value.

Table 3. Contracted Projects
Project | Contract PPP

Project AN . Sector
valuein " | duration model
High School and Sports Hall in Koprivnica 9.300.000 | 25 years Education |DBFOM
Central Bus Station in Osijek 16.000.000 | 30 years | Transportation | DBFOM
Reconstruction of the County Hall 1.200.000 | 20 years l?ubhc . |DRFOM
Administration

Upgrading of the Schools in Varazdin County | 6.624.000 | 25 years Education DBFM
Upgrading of the Schools in Varazdin County | 2.457.000 | 25 years Education DBFM
Upgrading of the Schools in Varazdin County | 5.408.000 | 25 years Education DBFM
Upgrading of the Schools in Varazdin County | 4.258.000 | 30 years Education |DBFOM
Upgrading of the Schools in Varazdin County | 2.142.000 | 30 years Education |DBFOM
Upgrading of the Schools in Varazdin County | 1.859.000 | 30 years Education |DBFOM
Upgrading of the Schools in Varazdin County | 5.292.000 | 30 years Education |DBFOM
Upgrading of the Schools in Varazdin County | 3.684.000 | 30 years Education |DBFOM
City Sports Hall in Varazdin 23.623.000 | 24 years Sport DBFOM
Sport-Business Complex Lorain Split 67.200.000 | 30 years Sport DBFOM
Note: D — design, B —build, R — reconstruction, F — finance, O — operate, M — maintenance.
Source: Authors’ presentation based on the data retrieved from http:/ / www.ajpp.hr/ home-
page/ ppp-projects/ contracted-projects.aspx.

As Figure 3 shows, sports facilities participate with 60% in the total value of con-
tracted projects, education facilities with only 28%, transportation sector with 11%
and public administration with just 1%.
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Figure 3. Participation of Some Sectors in the Total Value of PPP Projects

Opposite to Croatia, the value of the projects in Serbia is quite small and all the
projects are realized at the local level. The partnership between private and public sec-
tor is achieved within the areas of public transportation, waste management, gas pro-
vision, parking services, water supply and sewage (Brdarevic, 2009). These areas are
popular because of smaller investments, shorter period of return and lower investment
risks. The PPP in the form of joint venture is only noted in 3 municipalities (Sombor,
Cicevac, Uzice) in the area of gas provision, where as the greatest number is in the
form of contracting-out agreements in the areas of waste management and parking
service.

After its foundation, the PPP Commission has approved only one project in the
area of optical infrastructure. The project is signed between the public partner
"Informatika" and the private consortium of Slovenian companies — "Sago", "E proj-
ect" and "Riko". The total estimated value of the project is 70 mIn euro. Private con-
sortium has the obligation to finance the construction of the optical network, which
will be in the ownership of the city Novi Sad, and which will be managed by the pub-
lic partner "Informatika”. Private partner will acquire 75% of the revenues from the
optical network operations during the period of 25 years and after the end of the con-
tracted period all the revenues will go to the city budget
(http://www.nsinfo.co.rs/lat/prihvacena-ponuda-slovenackog-konzorcijuma-sago-
e-projekt-i-riko). This is the first major project in Serbia and the Commission has to
put its efforts to ensure more such projects in the future.

Conclusion

Infrastructure development through PPP is important for developing countries
in order to maintain and enhance their economic growth and living conditions for
citizens. However, the successful implementation of this concept, apart from the
foundation of legal and institutional framework and few promising projects to repre-
sent the examples of good practice, also requires a favourable investment climate,
demonstrating joint efforts of politicians and numerous agencies in promoting PPP.

This paper has employed the comparative analysis to examine the fulfilment of
these preconditions in Croatia and Serbia. The overall conclusion of the study is that
PPP market in Croatia has reached the higher stage of development than in Serbia.
The reasons for such conclusion can be found in the fact that Croatia adopted the
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PPP Law much earlier than Serbia, and in the well structured institutional framework
which offers support and help to all participants involved.

The analysis of the legal system has shown that both countries have similar PPP
regulations which are harmonised with the EU norms. Nevertheless, slight differ-
ences exist in contracts duration, the body eligible to submit PPP proposal and the
approval procedures.

The investigation of institutional framework has resulted in rather diverse con-
clusions. Namely, Croatia has a central national institution, with complex organisa-
tional structure, responsible for the promotion and implementation of PPP.
Additionally, the Agency is in charge for the application of international best practices
in the field of PPP, thus offering significant benefits, such as the avoidance of past
errors repeating and the usage of encouraging examples. On the other hand, in Serbia
the PPP Commission has rather small power in promoting and implementing PPP
concept, due to the fact that it is relatively new and does not have diversified organi-
sational structure. This constraint is partly overcome by the support of other institu-
tions founded with the aim of promoting and encouraging PPP projects.

Finally, the analysis of the signed projects has shown that the number of projects
in both countries is not large, but the value of projects is much greater in Croatia than
in Serbia. Furthermore, high value projects are realised for the hard economic infra-
structure development (airports and telecommunications) while the number of proj-
ects is far more in hard social infrastructure (schools, gas provision and waste man-
agement). Accepting the fact that modern infrastructure is the precondition for eco-
nomic development and that the private sector is more efficient than the public one,
the private sector should be quicker included in huge infrastructure projects in future.

The practice has shown that successful project implementation requires prudent
project selection and sufficient time for detailed project preparation. Greater effort
put in the project selection process can later bring significant benefits related to the
avoidance of corrections and adjustments during the implementation.

Even if there are insufficient financial funds of the private sector under crisis, the
development of PPP projects and reforms promoting them must not be stopped.
Given that, with the end of the crisis, the realization of the planned projects should
be continued as well as the development and wider implementation of PPP.
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