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The principal identifying characteristics and success of a project is a step into unknown,
fraught with risk and uncertainty. No two projects, especially those infrastructure ones,
are alike and they are extremely sensitive to the factors remote from the headquarters’
sphere of influence. The recent years call for infrastructure projects, which incur special
risks, problems of organization and communication; require massive capital investment,

and deserve (not always get) rigorous management of progress, finance and quality.

The higher and more sophisticated requirements for project implementation and
management gave rise to a new way of its feasibility. The Built Operate Transfer (BOT)
approach represents a growing trend emphasized by governments in many countries
worldwide to solicit investments for public projects from the private sector. The concept
has gained quite a considerable popularity due to its clear organization structure. The
essence is that the private sector takes responsibility for the detailed design,
construction, commissioning, and operating of a particular project. In return then, it
receives a payment in form of tolls either from the public sector or the end users. The
form of payment is one of the basic issues, which needs to be discussed in advance
since we are usually talking about long-term contracts concerning several years. BOT’s
life cycle ranges typically from 10 up to 30 years. After an agreed period the project is

transferred back onto the public sector either free of charge or for a symbolic fee.

The Diploma Thesis is the result of a consistent research made on the scheme of BOT.
The prime objective is to prove the feasibility and suitability of BOT concept when
applied to the infrastructure toll road projects in the Czech Republic and derive the
general model, which would be valid for all infrastructure projects. Since there have not
been any other projects introduced in the Czech Republic yet, most conclusions of the
general model are referring to the construction of D47. The analysis using several
sophisticated methods is based on the principle of project management going from the
assessment of possible alternatives, stating analogies with similar projects applied in the

world and finally deriving general conditions for the BOT successful implementation.

There are three major alternatives being analyzed from the perspective of the theoretical

critical factors of infrastructure projects. Traditional public procurement and sole



private procurement represent two extremes of public-private dilemma. While
entrepreneurs are pushing for the appropriate rate of return, the state interest is
approaching more the general public interest and satisfaction, resulting in much lower
profits and rates of return. Thus, the evaluation of the risks of each alternative way,
including the BOT procurement, varies from one another and the following spider

diagram shows the differences.
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From the overall perspective of the risk evaluation the traditional procurement proves to
be the best alternative for infrastructure projects. This is due to the fact that the prime
objective, which needs to be fulfilled, is to serve the private interest. However, if the
economic conditions, namely the national indebtedness, and the lack of money in other
sectors point at the urgency of another financial alternative, then the BOT model
application is justified. There is a number of advantages; however, the greatest one for
the government is the subcontracting of the majority of the risks to the private sector.
Anyway, for every risk the contractor concedes to, the government (usually taxpayers)
has to pay. As a result the total amount of money outflow is higher than if the project
was realized by government itself. However, the government has the certainty that the

project will be constructed more efficiently and effectively than if it was done by the



private procurement since the government monitoring secures the appropriate
qualitative and social level as well as the level of financial means for the building,

operation and transfer phase of the project.

The worldwide boom has already proved several critical mistakes made by either the
government or the private sector. The analogies derived from other case studies give us
the clue what conditions each infrastructure BOT like project necessitates. Any
successful model stems from its overall suitability for public-private cooperation,
transparent tender, existing concessionaire policy and thorough monitoring exerted by

the participated parties

Czech republic is an absolute novice in the application of BOT, however, while
adhering to the proposed conditions necessary for the successful implementation, the
model can be feasible and suitable for any infrastructure project and it can serve the
value for money. The real trend in application can come up after eliminating the
deterrents that now hinder the BOT from wider application and better credibility (bad
reputation, higher costs, thorough definition of conditions in the contract, preference of
profit maximization experienced by private sector). Only then, the opportunities can

outweight the threats and the real boom of the project can be started.
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