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Major Obstacles Facing the Implementation of Build-Operate-
Transfer (BOT) Model in Palestinian Infrastructure-Water and
Electricity Sector
By
Obayda Abdelhadi mara’beh
Supervisor by
Dr. Abdul-Fattah Alshamleh
Dr. Salah Sabri

Abstract

The study aimed to identify the obstacles facing the implementation of
BOT model in the Palestinian infrastructure visa vie water and energy
sectors.

The study attempted to answer its main question: What are the legal,
administrative, financial, political, social and technical obstacles that
impede the implementation of the BOT model in the Palestinian
infrastructure, in the water and energy sector? Each obstacle was addressed
in a set of sub-questions in order to answer the main question of the study.
Relevant literature review has been made, the researcher interviewed many
government officials and businessmen. A questionnaire has been designed
as a data collection tool. The questionnaire included 55 phrases distributed
on six main categories of obstacles: the legal category included 11 phrases,
the administrative category included 15 phrases, the financial category
included 11 phrases, the social category included 5 phrases, the political
category included 7 phrases. The fifth Likert scale was used: (very high,
high, moderate, weak, very weak).

The study community comprised (668) individuals, (208) government

officials and (460) businessmen classified (A)where the targeted sample
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included (430), 230 businessmen and 200government officials in the Water
and Energy Authority, where (376) questionnaire were valid for analysis.
The study sample was selected to cover all government officials in the
Water and Energy Authority and 50% of the businessmen. Data analysis
was implemented using SPSS after coding the questionnaire. The results of
the descriptive analysis were expressed using weighted percentages and
arithmetic averages, T test, one way Anova, and Cronbach's - Alph
(Internal consistency). After statistical figures appearing in the charts, the
data was analyzed theoretically by making use of the literature review.

The results indicated that the impact level of all six categories of obstacles
were high with a mean of 3.815 and an arithmetic average of 3.70 to 3.97.
The response level was high for all categories. Political obstacles are the
most influential factors with a mean 3.97. The political obstacles were the
highest rated obstacles, which limit the application of BOT (control of the
Israeli side over large areas of area C with a mean of 4.29). In other words,
the military orders, controls and instructions of the military government
regarding the use of the Palestinian infrastructure with a mean of 4.195.
The intervention of political trends in the implementation of BOT projects
with a mean 4.11). 55 phrases were at a high level in terms of their impact,
while only one statement rated the level of effect at an average (the
possibility of subsequent governments denying the obligations of the
previous government with a mean 3.32).

The Study recommended the following:
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Recommendation for the Public Sector (The Government)

The researcher recommended the establishment of a special unit in the pri
ministries office to deal with BOT strategy adoption. This unit should be
responsible for coordinating BOT strategy adoption in project with the
various ministers. Add to this, setting out a legal framework to adopt BOT
strategy that will lead to build partnership and dine the rules and
procedures that govern this strategy in order to attract investors to
participate in this strategy. The government must develop a BOT guide that
deals with all the details and specifications of BOT strategies and learn
from the experience of other countries in preparing such a guide. The study
also recommended promoting the culture of partnership through conducting
workshops, trainings and conferences advocacy campaigns. This can be
achieved through dialogue with the various sectors that are qualified to join
such partnerships as the BOT and showing the benefits that can be
achieved. Chambers of commerce plays an important role in highlighting
the importance of BOT Strategy through conducting workshops that aim at
reflecting to the private sector the concept of BOT strategy and the special
contracts that govern it. The government has to encourage the financial
institutions to adopt a vision related to funding BOT projects where the
government ensures the rights of investors. The researcher stressed the
importance to engage the private sector representatives in the final status
negotiations to express their interests and needs that will affect the peace
process. Finally enhance and improve communication between the two

sectors (private and public) when implementing BOT projects through
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activating the role of the coordinating council and introducing new partners
from the water and electricity sector.
Recommendation for the Private Sector
The private sector, represented by the Coordination Council, opens
channels of communication with the relevant ministries, through which it
presents the capacities and potential of the private sector in addition to the
financial and human resources necessary to enter into partnerships of this
kind and based on the BOT model. In addition, it opens channels of
communication with the Monetary Authority, local and national banks in
order to reach joint financial approaches to fund BOT projects and these
approaches ensures the rights of all relevant stakeholders. The researcher
also calls upon the private sector to initiate partnerships to implement BOT
projects and construct the suitable and sound infrastructure for these
projects to coordinate with special unit in Pri ministries to submit a holistic
applicable vision for these projects based on the Arabic experience in this
domain thus urging the public sector to adopt this strategy. This holistic
vision should clarify all the possibilities and potentials of the private sector
and consequently qualify it to implement such projects.
Finally, the study recommended that future studies on BOT projects
include the finance sector such as banks, financial institutions and the
community (the end user) and aim to identify the obstacles facing the
financial institutions in funding infrastructure projects within the BOT
projects. The researcher built a model based on the results of the study aims

to overcome the obstacles of implementing the BOT project in the
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Palestinian infrastructure which include: the sectors of water networks and
power stations. Moreover, studying the inputs, outputs and the results of

implementing this strategy with respect to the Palestinian situation
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Introduction



2

Chapter One
Introduction

1.1 Overview

Water and electricity services playa critical role in the lives of citizens.
Their infrastructures are major requirements for normal living, well-being,
as they attract businessmen to invest in the industrial and commercial
domains. As such, they are a necessity for economic and social
development. Therefore, despite the scarcity of resources, the Palestinian
authority has focused its attention on utilizing its natural resources since its
coming in 1994. This was considered as one of the crucial tasks to improve
the level of well-being and livelihood of a population getting rid of the
occupation. However, it was not easy for the Palestinian Authority to
completely take advantage of the resources considering the unfair practices
of the occupation. Add to this, building infrastructure for these vital
services was not an easy job considering the lack of financial resources to
implement such projects. It has become clear that building awell-
established infrastructure requires the engagement of the private sector,
where a lots of preparations and contractual modalities are needed to ensure
a rational and productive cooperation between the public and the private
sector. Consequently, many forms of public-private sectors’ partnership
were initiated to implement such projects. BOT strategy was the most
prominent one among other strategies with the least level of shortcomings.

The trend towards BOT contracts in implementing infrastructure projects
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have become a convincing strategy for financing such projects. In the Arab
world, these contracts have been prevalent, especially in Egypt, the United
Arab Emirates, Sudan, Lebanon, Syria, Morocco, and Kuwait. Adopting
this strategy requires particular attention to success factors. In the initial
phases, there is a need to investigate the various areas of this type of
contracts. BOT strategy attained significant importance as an exceptional
approach in constructing and managing public facilities. As the private
sector implements the facility, it replaces the work of the government,
operates and manages the public services as agreed in the contract
(concession period) and benefits from the revenues generated from these
services, this enables the project proponent to recover its investment,
operating and maintenance expenses in the project. After this period, the
state takes over the ownership of the facility. This experience was
successful in many countries which implemented many projects such as

railway stations, electricity and drinking water (Odeh, 2008: p.12)

1.2 Problem Statement

Despite the great achievements during the past decades in the field of
infrastructure, still many problems aroused in this respect. The existing
infrastructure in Palestine is in need of enormous financial resources for the
construction and maintenance process, especially with the technological
development and high rates of inflation. At the same time, the budgeting at
the local level is facing deficit and pressure with the possibility of

increasing taxes. Not to forget the political and economic fluctuations that
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affect the Palestinian arena and the adoption of government funding of
donor states and their responsiveness to the demands of the Palestinian
economy. In addition, the limited resources and population growth require
infrastructure services particularly water network project and power
generation stations. All of these demands have created a real dilemma in
the ability of the Palestinian National Authority efforts in the establishment
of water networks and new electricity generating stations to bridge the gap
between the available and what is required in light of the increasing
number of population and urban stretch of high way (Alqumsan,2005:
p.18). Therefore, the search for contractual modalities of global models of
the partnership between the public and the private sectors is more pressing.
From these formulas, the most famous is BOT projects. Despite the success
of these formulas in many states, their application needs the provision of
several requirements which call attention to it, especially in light of the
studies conducted in this regards. Consequently, it was necessary to
provide a scientific base of information to enable the Palestinian National
Authority so that it can adopt appropriate policies. The expression of the
problem of the study and research question is: What are the major obstacles
for the implementation of BOT model in the Palestinian infrastructure visa

vie water and energy sector?

1.3 Research Importance

The importance of this study lies in the following:

a) The Scientific Usefulness/benefit
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e It provides a substantive scientific, objective study and feedback to
researchers regarding the possibility of applying BOT contracts by
drafting recommendations derived from the scientific research, in
order to assess the impact on the development of the public sector in
Palestine.

e |t gives the officials a clear picture regarding the difficulties facing
the implementation of BOT strategy, and offers future feedback
when they are applied.

e |t shows the importance of partnership between the public and
private sectors.

b) Practical usefulness to the related parties:

To the government: to identify the financial and administrative

constraints in the application of BOT projects in the Palestinian

infrastructures.

To the economy: in case of achieving the partnership between the public

and private sectors, this may lead to sustainable development.

To the business sector: participation in building the state and generate

profits.

1.4 Research Objectives

The present study aims to achieve the following objectives:
» To identify the basic obstacles that face the implementation of BOT
project in the Palestinian public sector and choose the appropriate

strategies to deal with.
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» To define the rationales for applying BOT projects, and what the

expected results are in the Palestinian situation.

» To formulate a suitable model for BOT contracts in Palestine.

1.5 Research Questions

This study attempts to answer its major question: What are the major

obstacles for the implementation of BOT strategy in water and energy

sectors in Palestine?

This question is discussed in the following minor questions:

What is the level of influence of the legal obstacles for the
implementation of BOT strategy in water and energy sectors in
Palestine?

What is the level of influence of the administrative obstacles for the
implementation of BOT strategy in water and energy sectors in
Palestine?

What is the level of influence of the financial obstacles for the
implementation of BOT strategy in water and energy sectors in
Palestine?

What is the level of influence of the political obstacles for the
implementation of BOT strategy in water and energy sectors in
Palestine?

What is the level of influence of the social obstacles for the
implementation of BOT strategy in water and energy sectors in

Palestine?
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e What is the level of influence of the technical obstacles for the
implementation of BOT strategy in water and energy sectors in
Palestine?

e Are there any statistically significant differences at the significance
level (a« = 0.05) in the obstacles to the implementation of BOT
strategy in Water and Energy sectors in Palestine attributed to the
following variables: gender, age group, institutional reference,
functional status, years Experience, qualification, specialization, and

persuasion?

1.6 Research Hypothesis

This research aims at testing the following set of hypotheses:

Hypothesis 1: Major obstacle facing the implementation of “°BOT”’
model VS Gender variant

H1: There are no significant statistical differences attributed to the gender
variable at the level (o >=0.05) in the hindrances of applying the BOT
model of the Palestinian infrastructure applied in water and energy sector.
Hypothesis 2: Major obstacle facing the implementation of “°BOT”’
model VS Age group variant.

H1: There are no significant statistical differences attributed to the age
group variable at the level (a >=0.05) in the hindrances of applying the
BOT model on the Palestinian infrastructure applied in water and energy

sector.
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Hypothesis 3: Major obstacle facing the implementation of “°BOT”’
model VS Institutional reference variant
H1: There are no significant statistical differences attributed to the
institutional reference variable at the level (o >=0.05) in the hindrances of
applying BOT model on the Palestinian infrastructure applied in water and
energy sector.
Hypothesis 4: Major obstacle facing the implementation of “°BOT”’
model VS The status variant
H1: There are no significant statistical differences attributed to the status
variable at the level (a >=0.05) in the hindrances of applying BOT model
on the Palestinian infrastructure applied in water and energy sector.
Hypothesis 5: Major obstacle facing the implementation of “°BOT”’
model VS Number of years of experience variant
H1: There are no significant statistical differences attributed to the years
experience variable at the level (a >=0.05) in the hindrances of applying
BOT model on the Palestinian infrastructure applied in water and energy
sector.
Hypothesis 6: Major obstacle facing the implementation of “°BOT”’
model VS Educational qualification variant
H1. There are no significant statistical differences attributed to the
educational qualification variable at the level (a. >=0.05) in the hindrances
of applying BOT model on the Palestinian infrastructure applied on water

and energy sector.
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Hypothesis 7: Major obstacle facing the implementation of “°BOT”’
model VS Specialization variant
H1: There are no significant statistical differences attributed to the
specialization variable at the level (o >=0.05) in the hindrances of applying
BOT model on the Palestinian infrastructure applied in water and energy

sector.

1.7 Research Dimensions

The research included the following scopes:

» The objective dimensions: the research is limited toits objective by
designing a Palestinian model for BOT contracts in the water and
energy sectors. But even though it can form a basis for adopting this
model in other areas with some adjustments.

» Human Resources dimension: the research is scoped with its
population, workers in the Energy and Water Authority, and
businessmen classified as A in chambers of commerce.

» Timeframe: the research is limited to the period between 2017-2018

» Institutional dimension: the research is scoped within the Energy and
Water Authority, and businessmen classified as A in chambers of

commerce
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Chapter Two

Literature Review
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Chapter Two

Literature Review

The theoretical framework includes two main chapters. The first addresses
the public-private partnerships and the projects (BOT)-requirements and
obstacles. The second part deals with experiences of (BOT) adoption
projects and infrastructure in Palestine-the water and energy sectors.
[llustrations are given below.

Governments recognize the importance of improving and expanding
infrastructure services for sustaining economic and social development.
Improved quality and service coverage in power and water supply, health
and education, sewerage treatment, transport and logistics are vital for
countries' economy and the livelihood of its people. Nevertheless, countries
faced many when implementing such projects such as the financial
limitations. That’s why it was important to search for more creative and
innovative approaches to implement such projects. (Economic
Coordination Committee(ECC), 2010). Governments in most developing
countries face the challenge to meet the growing demand for new and
better infrastructure services. As available funding constitutes the
traditional sources and capacity of the public sector to implement many
projects at one time remain limited, governments have found that the
partnership with the private sector an attractive alternative to increase and
improve the supply of infrastructure services (Engel& et.al, 2007). Many

strategies were adopted by governments such as: privatization, issuing
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public ponds, borrowing, appeal for donations, PPP etc. Private sector
participation in the development process has become necessary in most of
the developed world and developing countries as well. It became the main
source of finance for the state-owned local development strategy to and
because the private sector's saving stock is high among members of society
and can be invested by the private sector (Abd EL-Razak & Shuaib, 2010).
The substantial investment in infrastructure required in the modern state
can be provided through public private partnerships (PPP) and this PPP
policy framework will provide the basis for this approach in countries. In
order to encourage the private sector to participate in the country’s
infrastructure development, governments implement a combination of
policy reforms, institutional support, incentives and financing modalities in
financing, developing and managing future infrastructure development
projects. (PACIFIC ISLANDS FORUM SECRETARIAT, 2006)

Public-private partnership (PPP) in infrastructure is a relatively new
experience in most of the developing countries. So far, only few countries
have established institutional arrangements and developed manuals and
resource materials in support of PPP development. The absence of such
institutional arrangements, resource materials, ..., public officials face
difficulties in project initiation, implementation, and evaluation. This
makes the general public have some misunderstandings about PPPs.

(Fillippozzi, 2005, p.
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2.1 Public and private sectors partnership.

The British Commission defined the partnership between the two sectors as
"a risk-sharing connection between the public and private sectors based on
a common ambition to achieve a desired policy objective of the country"
((Apostolakis, C & Smith, LR, 2002). Faulker defines it as a "middle place
between public monopoly and full privatization, seeking to integrate the
best of both sectors" (Pongsiri, 2002). While Khanom, (2010) has defined
it as a multi-sectored partnership as "practical arrangements based on
mutual commitment, more than any contract between any organization in
the public sector and any other organization outside this sector”. Ascher
defines it as "a process that carries a long-term risk, between public and
private agencies, in implementing complex operations to meet multiple
needs: public facilities, services, housing, transport, etc." (Sadran, 2004).

The Public Private Partnerships (PPP) involves financing the initiation of
infrastructure by the private sector, which would otherwise have been
provided by the public sector. Instead of the public sector procuring a
capital asset and providing a public service, the private sector creates the
asset within a dedicated stand-alone business (usually designed, financed,
built, maintained and operated by the private sector) and then delivers a
service to the public sector entity/consumer in return for payment that is
linked to performance. Therefore, the public sector is able to reorientits
efforts to serve other urgent social and economic needs. As such, PPP may
include an equity joint venture between governments and the private sector.

(FEMIP, 2011).
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The capital and operational expenses incurred by the private investor can
be recovered under the PPP modality by charging users for the service
provided or via fixed (or partially fixed) periodic payments (annuities)
disbursed by the public sector over the concession period, or by a
combination of both. PPPs allow each partner to concentrate on activities
that best suit their skills (Economic Coordination Committee /ECC, 2010).
For the public sector this means planning and identifying infrastructure
service needs and focusing on developing national, local sector-specific
policies, but also to oversee these and to enforce the PPP agenda. For the
private sector, the key is to deliver effectively the infrastructure and
facilities required by the public sector and consumers at the project level
(Bouachek,2009).

The partners in a PPP strategy usually implement joint projects through a
legally binding contract agreement to share responsibilities related to
implementation, operations and management of the project. This
collaboration or partnership is built on the expertise of each partner that
meets clearly defined public needs through the appropriate allocation of
Resources, Risks, Responsibilities and Rewards (Rahman, 2004). It is
important to emphasize here that a PPP is not an option to solve the
infrastructure problem, but it is a viable project implementation mechanism
for a preferred solution option. (Quium, 2011)

The researcher believes that the previous definitions may agree that the
partnership between the two sectors is a mutual commitment. Public-

private partnership is constructive cooperation between the two entities.



15
This is made in order to achieve mutual benefits, based on a common legal
reference framework that promotes long-term development. The adoption
of this strategy requires dialogue to overcome overlapping and conflicting

interests between the public and private sectors.

PPP: benefits, objectives & advantages

A key advantage of having the private sector provide public services is that
it allows public administrators to focus on other priority issues. The private
sector, in turn, is empowered to do what it does best, and in particular
improve the efficiency and quality of service, (( Francoz, 2010). In
addition to that, there are many benefits such as:

A. Development of more infrastructure systems on time and within
budget constraints.

B. Encouraging the private sector innovative design, technology and
financing structures, leads to increased international and domestic
investments.

C. c¢)Joint Risk Mitigation between the two parties.

D. Ensuring good quality of public services and to be accessible to the
majority of the people.

E. Real financial benefits through a better utilization and allocation of
public funds.

F. This will also help economic growth to increase and create

employment opportunities.
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Governments worldwide have increasingly turned to the private sector to
provide infrastructure services in energy, power, communication,
transportation and water sectors that were traditionally delivered by the
public sector (Askar & Gab-Allah, 2002).
There are several reasons for the growing collaboration with the private
sector in developing and providing infrastructure services. That was
represented in many objectives and advantages, of this initiative,
(Chinyere, 2013). Some of them are:
A. Promote inclusive social and economic development through the
provision of infrastructure
B. Leverage public funds with private financing from local and
international markets
C. Encourage and facilitate investment by the private sector through
creating an enabling environment in PPP in infrastructure
D. Protect the interests of all stakeholders, including end users,
affected people, government and the private sector.
This illustration shows that, PPP strategy is targeted to provide a wider
variety of Dbetter quality and timely services through faster project
implementation, maximum leveraging of public funds, enhanced
accountability and a shift to life cycle costing and infrastructure
management of the private sector.
The researcher considers that there are other benefits that may be found in
the use of private capital, expertise, and technology in order to reduce the

cost of establishing infrastructure projects. Implementation of projects will
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be quantum with an increased efficiency rates. This is a strong incentive to

adopt the concept of public-private partnership.

Forms of PPP.

Here are some of PPP forms:

Build, operate, transfer (BOT):

The private sector designs and builds the infrastructure, finances its
construction and owns, operates and maintains it over a period, often
as long as 20 or 30 years. This period is sometimes referred to as the
"concession™ period. At the end of the concession period such
projects are transferred to the government. (Ameln, 2011, p.25)
Build, Own, Operate (BOO):

PPP project model, in which a private organization builds, owns and
operates some facility or structure with some degree of
encouragement from the government. Although the public body
doesn't provide direct funding, it may offer other financial
motivations status. The developer owns and operates the facility
independently (Andrew, 2006, p8).

Build Own Operate Transfer (BOOT):

The service provider is responsible for the design, construction,
finance, operations, maintenance and commercial risks associated
with the project. The service provider has owned the project
throughout the concession period. The asset is transferred back to the
government at the end of the term, often at no cost. (Donaghue,

2002, p3)
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o Design Build Operate (DBO):
A design and construction contract linked to an operation and
maintenance contract. The service provider is usually responsible for
financing the project during construction. The government purchases
the asset from the developer for a pre-agreed price prior to (or
immediately after) commissioning and takes all ownership risks from
that time (Mortimer, 2004, p2)
e Built-Own-Lease-Transfer (BOLT): It is a non-traditional
procurement method of project financing whereby a public
sector client gives a concession to a private entity to build a
facility (and possibly design it as well), own the facility, lease
the facility to the client, then at the end of the lease period
transfer the ownership of the facility to the client (Shukla & et.
Al., 2014, p139).
. Private finance initiative (PFI):
A typical PFI project will be owned by a company set up specially to
run the scheme. These companies are usually consortia including a
building firm, a bank and a facilities management company (Allen,
2001, p10).
The research erillustrates that partnership is an interaction and cooperation
between the public and private sectors based on the exploitation of their
human, financial, administrative, organizational, technological and
knowledge resources in accordance with the legal contracts based on a

commitment to the goals, freedom of choice, connected responsibility and
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accountability for achieving economic and social objectives. They have a
far-reaching impact on peoples' aspirations so that they can cope or keep
abreast of contemporary developments and achieve public objectives and

sustainable development.

2.2 BOT projects: concept, objectives, and characteristics,

BOTas described plays an important role in infrastructure development.
Several countries have successfully used it to address the infrastructure
needs of the economy. It is viewed as a viable option to outsource public
projects to the private sector. It has been widely viewed as a pragmatic
approach in infrastructure provision in countries where severe budgetary
constraints limit government’s capacity to provide it (Llanto, G. ,2008).
The major concepts and applications refer to: design, financing,
construction and operation of the facility under a concession agreement.
During the concession period, the private sector operates and maintains the
facility. At the end of a fixed cooperation period, the ownership, free of any
encumbrances or liens, is transferred to the government at no cost. (ERIA

Interim Report, July 19, 2007) (Atman, 2006).

BOT projects: Definition

Muhammed’s opinion (Mohammed. M., 2005, p. 31), the BOT is
abbreviated to three build-operate-transfer terms: construction, operation,
transfer or transfer of ownership, which constitute the three stages of the
execution of the BOT project. The use of the term transfers or transfer of

ownership does not mean that ownership has already moved from its owner
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(The state), but what is transferred to the sector or the private party is the
legal possession, ownership belongs to the granter state, since the project is
built for its own account, as if funding from the private sector, and what is
transferred to it at the end of the contract, is the ownership of the project.

In essence, the presence of BOT is in order to improve the welfare of the
people, realizing the provision of infrastructure in various fields
(Eventia,2017, p534).

BOT strategy is a special financing model that was developed to be used in
the achieving projects requiring advanced technology, high material
resources, and huge investment amount (including the profit to be gained)
to the company through the purchase of any goods or services produced by
the company during the operational period, by those benefiting from the
management or service( Yerlikaya, G. K,2002, p.25)

In the broader sense, the BOT model may be defined as the realization of a
public structure, investment or service through the financial funding by a
private company and its operation by the latter for a period determined by
the public, and its selling to public institutions any goods or services, which
it has produced during this period, pursuant to a tariff mutually determined
by the parties, and its transferring the facilities, which it is operating, in a
well-maintained, complete and functional manner, to the public institution
at the end of the period(/mre, E,2001,p.34).

According to another definition based on contracts executed, the BOT
model is a regime where any public service or activity or public works are

prepared as project, financed, built, protected by realization of an
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investment based on a fixed amount, all expenses being provided for by a
private enterprise, under the guarantee and commitment that the country
purchases the goods or services produced, and which ensures the transfer
and delivery to the relevant public institution or establishment of the
facility and management at the end of the period upon amortization of the
capital invested and realization of the profit through its operation for a
certain period(Sezer,Y,2000,p.5)(Jalal, 2001,63).

The Dubai government defines the BOT system that is a contract shall be
under the private sector, to finance and set up service facility instead of the
government in exchange for its operation and use its revenues for a
specified period before returning ownership of the facility to State
(Government of Dubai, 2010, p. 4)

The concept of BOT is a contractual concept that reflects the compatibility
of two or more wills to create a legal impact over the agreed period. It is
also a financial system; because it is a mechanism of modern financing that
is based on the idea of project finance by guaranteeing repayment of debts
from the proceeds of operating the project without focusing on the owner,
as lenders look to cash flow (cash flow) as a source of debt repayment
submitted, in addition to the project's assets in the event of the sponsors of
the project's inability to repay the debt and accrued interest on them full on
time unlike the financing of traditional projects that are based on
guarantees with material and in-kind assets (Hasayem ,2011, p. 10) (Ali,

2001, p. 76)..
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Now the researcher can define Build-Operate-Transfer (BOT) project as a
concession contract in which a principal grants a concession to a
concessionaire who is responsible for the financing construction and
operation of a facility over the period of the concession before finally
transferring the facility, at no cost to the government, as all operational
facility.
We conclude from the foregoing that the elements of BOT can be
summarized in:
* Design and construction of the agreed project, including studies,
construction and equipment at the expense of the private party financed by
the project.
 Operate the project by the investor and exploit it commercially for the
agreed period so that it can recover its costs, with achieving an appropriate
profitability rate.
« Ownership transfer of the fixed assets of the project to the contracting
government that owns it at no charge or at any agreed price at the end of

the contractual period.

Build-Operate-Transfer Characteristics:

BOT projects have unique characteristics that distinguish them from other
project delivery methods. The following are some of their unique
characteristics:

1. BOT projects are financed on a project finance basis with limited

recourse. Typically, in limited recourse financing, the lenders provide debt
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to the concession company solely based upon expected cash flow/revenue
generating capacity of the project. Financing is provided on the merit of the
revenue generating capacity of the project rather than the assets of the
concessionaire company (lossa and et. al., 2007), BOT projects are
complex structures comprising multiple interdependent agreements among
the various participants and associated with uncertainties and high risk.
BOT projects transfer the risk to the private sector, and can be applied to
any sector of the economy. But, it has been used widely in power plant
sector, transportation and telecommunications (Jalaluddin Shah, 2001).

2. A key characteristic of BOT projects is raising finance entirely by the
private sector without the involvement of government. The private sector is
fully responsible for a design, construction, financing and operation and
maintenance (Kumaraswamy, 2001).

3. BOT projects are typically large-scale infrastructure projects transaction

costs amount on average 5 to 10% of total project cost (ACAR, 2006).

Purposes of implementing the Build-Operate-Transfer model

Governments are increasingly turning to the BOT project as an alternative
additional source of funding to meet the funding gap. While recent
attention has been focused on fiscal risk, governments look to these for
other purposes, (American Society of Civil Engineers (ASCE), 2014)

mention to these Purposes:
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Exploring BOT project as a way of introducing private sector
technology and innovation in providing better public services
through improved operational efficiency.
Incentivizing the private sector to deliver projects on time and within
budget.
Imposing budgetary certainty by setting the present and the future
costs of infrastructure projects over time.
Utilizing BOT projects as a way of developing local private sector
capabilities through joint ventures with large international firms, as
well as sub-contracting opportunities for local firms in areas such as
civil works, electrical works, facilities management, security
services, cleaning services, maintenance services (Wang, 2000).
Using BOT projects as a way to increase levels of private sector
participation (especially foreign) and structuring BOT in a way so as
to ensure transfer of skills leading to national champions that can run
their own operations professionally and eventually export their
competencies by bidding for projects/ joint ventures (Larry, 2006).
Supplementing limited public sector capacities to meet the growing
demand for infrastructure development (Sri Eddien, 2001).
Extracting long-term value-for-money through appropriate risk
transfer to the private sector over the life of the project — from
design/ construction to operations/ maintenance (Maaadidi &

Taei.,2012) (Abdul Azim, 2001).
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The benefits of BOT projects:

In addition to the above mentioned advantages, there are many incurred

benefits as:

It represents a sound strategy for handling the deficit of government
funding (Hasbo, 2009, Hamada, 2014&Nassif, 2011). The study
considers that the issue of financing infrastructure projects is the
main reason for resorting developing countries to BOT strategy
adoption. Besides that , it reduces the burden on public budgets.

This strategy creates means to reduce the growing external
indebtedness, (Saleh, 2006). The study considers that the private
sector's financing of infrastructure projects under the supervision of
the state helps limit the resorting of these countries to external loans.
Reducing inflation and saving hard currency (Toobar, 2008, p. 40).
The study considers that the process of financing the BOT projects
allow the injection of funds in hard currency, which allows curbing
inflation rates.

The reduction of unemployment (Nassif, 2011, p. 146) (Bahaji,
2008, p. 57). BOT system expands the establishment of new projects.

BOT strategy has spread in many countries and its application has become

a welcomed alternative to finance public projects in the developing

countries as compared to loans and foreign aid. Therefore, in order to

maximize the advantages of this strategy and reduce its negative aspects.

To this purpose, it is necessary to enforce laws regulating all aspects related
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to it, rather than leaving it to the absolute estimation of the various parties
concerned.
BOT strategy as said, is given within some differences of focus in its name,

the table (1) shows such variations and similarities and differences of such

naming.

Table (1) BOT concepts focus

leasing contract

financing
projects.

Both the -
contractor and
the lessee shall
manage and
invest the
project during
the execution of
.the contract

Distinguish
between the
BOT contracts Similarities Differences

and other
contracts

- - The lessee shall have the option to purchase

the machinery, equipment, and real estate or

- Both contracts | return it to the lessor at the end of the

BOT contract are considered | contract. In the BOT contract, the project

and financial as means of | company shall return the facility to the

contracting authority at the end of the
contract.

- The BOT contract is often executed for the
benefit of the management while the lease
contract is executed in favor of a private
party, and the BOT contract usually deals
with a public facility contrary to the financial
leasing contract.

- The lessor (government) in the financial
leasing contract creates the project and then
leases it while in the contract the project
company is the project builder.

two methods of
managing public
utilities.

- The two
approaches are
similar to the
use of private

BOT contract - The BOT | - The project company is formed in a pot
and mixed | contract and the | contract from one or a consortium of
economy | mixed economy | companies. It may be involved in setting up
company company are | several projects around the world, while the

subject of the mixed economy company is the
management of a particular general facility in
the company's basic law.

- The ownership of the project funds shall be
for the State in the pot contract, while the
ownership of the company shall be in the
manner of the mixed economy company,
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sector methods

in the
management of
public utilities.

except for the disposal of some funds

belonging to the State.

The duration of operation in the BOT -
contract is specified in the contract under the
mixed economy company, which is limited to
the age of the company and applies in the
contract of pot rules stipulated in the contract,
while applying the rules contained in the

.Basic Law of the mixed economy

BOT contract
and contract of
usufruct

- The BOT
contract and the
right of usufruct

shall include a
temporary right
for a specified
period,
terminated by
the State

The -
beneficiary and
the project
company invest
the money
subject to the
contract or the
right of
.usufruct in the
agreed period.

- The right of usufruct refers to something
specific, while the subject of the BOT is
connected to a public facility, and the user
does not allow the use of the object of use
contrary to the Bot contract, which allows the
public to benefit from the services of the
public utility.

- The two contracts differ in that the project
company transfers ownership of the project to
the state, while the user delivers it to the
owner.

BOT contract
and public
works project
contract

- Both contracts
aim to achieve
public benefit
by operating the
facility after
completion.

The ownership -
of the project in
both contracts
will be for the
contracting
administration

The contract of the BOT is self-financed -
while the public works contract is funded
from the general budget. The financial
consideration obtained by the project
company in the pot contract is from the
operating revenues of the facility. In the
contract of the public works project, it is the
price paid by the administration for

construction and administration.

Source: Sohaib, saboa (2013)., pp. 40-42




28

BOT Contractual Structure

There are many major components to any BOT contractual project, all of

which have particular reasons to be a part of the contract. The major

components are:

1. Government Agency
This part refers to a governmental organization which manages the
operations of public utilities that provide services to the public which
are the main concern of the state. The state has never abandoned
responsibilities towards the state's infrastructure projects (Alhamoud,
2010) The governmental organization as a pivotal party, grants the
sponsor "the concession™, the right to build, and operates the facility to
the sponsor, and often acquires most or all of the service provided by
the facility (Canlas, et al.,2006) for a specific period.

2. Sponsor
The sponsor (investor) is the party, usually a consortium of interested
groups (typically including a construction group, an operator, a
financing institution, and other various groups) which, in response to the
government invitation, prepares the proposal to finance the construction,
and operates it under certain conditions (Samurai,2006). This party is
willing to cooperate with the government organization for achieving
mutual benefits.

3. Construction Contractor
The construction company may also be one of the sponsors. It will

implement the construction and completion of works on time, within
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certain budget and specifications. Risks implied here can be sizeable
and the lenders will wish to see a construction company with a balance
sheet of sufficient size and strength with access to capital that gives real
substance to its completion guarantee (Khateeb, 2014) (Vaitheeswari&
Nidhu.2017).

4. Operation and Maintenance Contractor
The operator will be expected to sign a long-term contract with the
sponsor for the operation and maintenance of the facility. Again, the
operator may also inject equity into the project. (Roulette,2004).This
probably has a lot to do with the fact that operators tend to accept little
risk in the form of up-front capital or expenditure. An operator simply
anticipates making a profit from operating the infrastructure more
efficiently than an equivalent government runs project. (Yusuf, 2005)

5. Financiers
In large-scale projects, there is likely a source of financing providing
organization (as banks) since the required amount will be huge. The
banks will require insurance over the infrastructure that will be
established The same or different banks will often provide a stand-by
loan facility for any cost overruns not covered by the construction
contract (Sri Eddien,2000) (Hassani, 2007).

6. Equity Investors
It is always necessary to ensure that investors willing to participate in
BOT have sufficient powers to participateinto the relevant contracts and

meet the obligations under the contract (B. Canlas, 2006).
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7. Other Parties

The other parties such as insurers, equipment suppliers, engineers,

design consultants, lawyers, financial and tax consultants will also be

involved in an infrastructure project (Delmon, 2005).

Argyris G. Kagiannas, K. D. (2003) points out that the main

stakeholders in every BOT project are identified as following:

1.

Principal: The principal is usually a governmental body that
recognizes the need for a public facility but is unable to financially

support the project.

. Concessionaire: The concessionaire is the owner of the facility

during the concession period and gains profits on the initial
investment through the usage of the facility.

Investors: Financing is supplied by the private sector and the
investors include both shareholders and lenders.

Contractor: The contractor is responsible for the construction of the
project and for hiring subcontractors, suppliers and consultants.
Operator: The operator is in the concessionaire’s service and
manages the operational stage of the facility. Figure number(1) and

(2) show the complex relationship among different actors in a BOT
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Figure (1): relationship among different actors in a BOT project( Dante Canlas and

Gilberto Llanto,2006)
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Government
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contractor
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-

Figure (2): Typical contractual structure for a BOT project (Mohan Kumaraswamy, 2001) -

BOT mechanism is a complex structure comprising multiple, inter-
dependent agreements among various participants. Typically, the
government grants concession to the private sector (concessionaire). The
concession is awarded through concession agreement. The concessionaire
is responsible for design, finance construction, and operation of the facility.
The concessionaire retains the ownership during the concessionary period,
which can be normally 10-50 years, after which the title of ownership is

transferred back to the government (Navarro, 2005) (Malih.2015).



33
BOT agreements

A BOT project has the following agreements:

Concession Agreement

The concession agreement is made between the government and the
concessionaire. It is regarded as the "core" of a BOT project as it
determines the commercial viability and profitability. A concession
agreement includes The concession period, the construction duration,
toll/tariff structure with toll/tariff revision provisions, rights and obligations
of both parties, and the Government guarantees: The host government
offers guarantees to the project promoters (concessionaire) like supporting
loans, guarantees of minimum operating income etc.(Cotula,2007) (Lashin,

2010).

Loan Agreement

The loan agreement is made between the lenders (i.e. Banks) and the
concessionaire. The Bank provides the necessary debt to the
concessionaire. This debt is the primary source of financing a BOT

infrastructure project (Cotula, 2007).

Shareholder Agreement

The shareholder agreement is made between the equity investors and the
concessionaire describing how the company should be operated, along with
shareholders' rights and obligations. The agreement also includes
information on the management of the company and privileges and

protection of shareholders. (Delmon, 2009).
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Construction Contract

The construction contract is made between the contractor and the
concessionaire. The contract is usually let under fixed price turnkey

contract (Cotula, 2007).

Supply Contract (Equipment/Material)
An agreement is between the supplier and the concessionaire. The supplier
in a supply contract is often government agency that supplies raw material

(Cldb, 2005).

Operation and Maintenance Contract (O & M Contract)

An agreement is made between the concession company and the operator.
The operation phase plays a very important role in the success of BOT
project since success is tied to its revenue generating ability. The operation
phase of BOT projects presents the great management challenge and
demands the highest level of attention (World Bank Group,2016).
Successful standard stages of BOT’s project

Jilali, (2010) viewed several investigations which dealt with the standard
stages of a successful BOT project, including the following

Stage I: is the planning and preparation. At this phase, the items of the
proposal to be completed are: feasibility study, specification of the project,
production capacity and location, selecting sources of raw materials,
identification of markets for disposal of produced goods, preparation of
project documents and conditions books, inviting competing companies to

prepare for submission Offers, and awarding the project to an investor (the
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company) that presents the best offers and the government signs the
contract with him.,
Stage Il: The preliminary phase of implementation where the investor
implements the project through the availability of funds, the conclusion of
contracts with sub contractors.
Stage Il1: This is the actual stage of implementation of the project. In this
stage contractors and suppliers fulfill their obligations and set up the
project units, install the equipment taking into account the required
specifications. The investor receives the project effectively from its
implementers. The State or the Government representatives monitor project
implementation to ensure an effective performance.
Phase Il11: Operation and maintenance phase. At this stage, the project is
fully operational and the necessary maintenance work is carried out. The
transfer of technology and the training of workers on modern technical
means are implemented.
Phase IlI11: Transfer of ownership of the project to the granting state, this
stage is the last stage of the project. In this stage the government retains the
ownership of the project. It ensures that the project has all its assets in good
working condition. The project then becomes part of the public sector
managed by the state.
aljmal, (2003) has reviewed these stages with some other details as
follows:

1. The State shall identify the infrastructure projects that it desires to

build or update and invite the different companies who are willing to
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carry it out in accordance to B.O.T. strategy. In order to encourage
fair competition, the state may conduct feasibility studies for such
projects.

2. A group (or several groups) submit their offers mentioning the
concession period. The offer includes engineering designs of the
project, the financial studies, the operational plan and facilities that
are required by the government and the guarantees that the
government must provide measures to protect investors from various
types of risks.

3. The Government evaluates the submitted offers involving a team of
its specialists. The government, then negotiates specific terms and
conditions of the project. In case of agreement, the official approval
shall be taken by the competent authorities in the State and the
agreement is signed.

4. The investor makes the funds available, through its own
arrangements.

5. After the construction of the project, the operating companies
manage and maintain the project. In this stage revenues are collected
from its users.

The stages of successful BOT project completion in the study (Abdel Aziz,

et.al., 2007) include:

1: The identification stage- including identification of the project, optimal
funding structure, and preliminary feasibility studies, in addition to

appointing the project implementation team and the general manager of
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the project, and the decision of the government to implement the project
by its system.

2: The phase of government preparation for the general auction, which
includes: procedures for preparing the bid and announcing it, ensuring
the seriousness, expertise and capabilities of the developed companies
financially and technically, and contracting the project (preparing the
draft project in general, in preparation for signing it by a private party
later, after the general bid is awarded to a company) or preparing tender
documents and specifying the criteria and conditions for evaluation of
the various tenders developed.

3: The stage of preparing potential bids by the sponsors. These include
formation of the project consortium or establishment of the project
implementation company, conducting a detailed feasibility study,
identifying potential participants or partners in the project,

4: The selection process by the government. This includes: evaluation of
bids and offers, requesting amendments or clarifications, and awarding a
tender to a company or consortium of the best bidder available.

5: The project development phase, which includes establishing the project
execution company, providing capital contributions for financing,
signing the necessary loan agreements, financial closing, signing the
contracting contract, signing the supply contract (equipment and raw
materials), signing the insurance contract for the project.

6: Implementation of the project (construction phase) - includes:
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Building and installation of equipment and the operation of preliminary
operational tests, government approval and approval of the project
implementation company, technology transfer and operational capacity
building (human resources training) with the periodic evaluation of the
project to ensure the efficiency and effectiveness of all its operational
activities at the start of the actual operation of the project.

7: The operation phase includes the operation and maintenance during the
period of the contract with the periodic inspection of the activities and
operations of the project to ensure the efficiency and effectiveness of its
performance, the continuous training of human cadres, the transfer of
modern operational techniques to the host country and help its human
cadres to build high capacities before embarking on transfer of
ownership.

8: - Transfer of ownership - includes:

Identify the optimal transfer method from among the various
alternatives available and transfer ownership to the public sector.

After studying the stages and previous studies, the researcher came out
with the proposed stages in Table (2) of completing the successful BOT

project as follows:
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Table (2): stages of completing the successful BOT project

1

Preparatory stage

The stage of preparation and the selection of the
investor and the parties in it are the contracting
government authority - the governmental authority
granting the license - the investors submitting the
tenders in order to determine the project and its
specifications and means of financing and
preparation of preliminary economic and financial
feasibility studies

Development stage

It includes several parties as the contracting
government -the shareholders - the project company -
the financing institutions - the contractor - the
supplier - the insurance companies - other parties to
form the project company and the completion of the
licensing agreement and contracts and contracts of
finance, and contracts of entrepreneur and supply.

Construction and
establishment of the
project

The project company, the contractor, and the
contracting government are principal parties for the
construction and preparation of the facility for the
ongoing operation, testing and acceptance of the
facility

Current operation

The project company - the contracting government -
the operator are the parties to the operation and
maintenance during the period of licenses and
commitment, determines the role of the state in the
inspection and control, training and transfer of
technology and renovation.

Termination of
license or
commitment and
transfer of assets

In which the parties are the financing institutions -
the contracting government - the project company -
the operator in order to follow up and prepare the
transfer procedures. The project shall be delivered
without any mortgages or according to the agreed
situation and compromise of any financial matters.

BOT contracts requirements

There are many requirements that the relevant aspects of the BOT projects

need to consider in preparation. We will address the requirements that the

government must provide in the BOT projects and the requirements that the

sponsoring company must ensure to provide, and study the possibility of

providing a legal framework for them.
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Requirements must be provided within the government side of the
BOT projects

Good practice dictates that government policy, statutory and regulatory
frameworks should be in place to enable long-term project under a BOT
scheme. Good regulation largely relates to whether, and to what extent, the
regulatory process helps achieve government policy objectives for the
infrastructure sector, whatever those policies may be. However, one should
bear in mind that regulation is only part of an entire sector reform package
that might encompass sector restructuring, corporatization, commercialization,
and private sector participation (Canlas, & et al.,, 2006). Under a BOT
scheme, it is necessary to ensurethat the construction and operation is
performed according to existing regulations and laws, as well as to regulate
the allocation and split of risks between the developers and the off-taker,
for instance, assuring the take-or-pay principles (Tenne, 2010).In countries
where no regulator or regulatory regime has been established, the terms and
nature of the commercial agreement between the private operator and the
grantor becomes even more important, particularly considering the impacts
of the future introduction of a regulatory regime. There must be a clear
division of operational responsibility between the private and public sector.
It is expected that such statutory and regulatory frameworks may not be
extensively in force in developing countries, in addition to the lack of
knowledge and experience of the off-taker and/or host country

governmental bodies and entities in charge, thus imposing certain
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constraints and obstacles to both the developer and the lenders (Wolfs&
Woodroffe, 2002).
During the negotiation stage between host government and
concessionaire/promoter, a proper agreement should be achieved in order
to mitigate currency risks; host government should provide guarantee for
currency mismatches and fluctuations to avoid any defect in project

implementation and operation. (5.Q. Wang, &etal, 2000)

Requirements that must be provided by the sponsoring company for
the BOT projects

BOT Projects pre-qualification requirements include the following details
like Profile of company and associates, showing the financial capacityof
the firm/consortium, annual turnover, financial management, technical
capability, available human resources, organization, present business
activities, type of registration (memorandum of association, deeds) and
experience of similar type of project. Details of credibility/capability to
undertake this type of work in order to make the project viable in terms of
planning, construction, commissioning and management. Brief
methodology for financing proposed funding arrangements to be lined up
for undertaking the project, both local and foreign financing. (Khan, 2008).
The Suggested marketing plans and strategy (Andreas, W, 2004). In
addition, the submission of the above mentioned documents usually
enables the government to shortlist and pre-qualify the interested

enterprises in the project. The documentations evidence must be furnished
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before the final acceptance of the pre-qualification (Irem, D.O., and Talat
M.B., 2000).
The Obstacles of Adopting BOT
A successful implementation of a BOT infrastructure project requires in-
depth analysis of all aspects related to economic, environmental, social,
political, legal, and financial feasibility of the project (Ahmed&etal., 2007).
As other human activities, BOT projects face numerous kinds of obstacles.
The various economic and legal literature indicates that the partnership
projects between two sectors projects financed by the private sector
according to the BOT face drawbacks and normal risks that are controlled
by partners, and unusual ones that are outside the control ability of the

partners. Table (3) illustrates the most important risks:
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Table (3): Risksfacing the implementation of Build-Operate-Transfer

(BOT) in infrastructure projects

Reference Most dominant BOT risks
Mai Tobar, 2008, | Risk of non-acceptance of bid, risks of construction
pp. 48-52 and completion, risks of feasibility preparation of the

project, risks of increase in the time taken during
construction, operational risks, political risk, transfer
risk, legal risk.
Kosie,2008,pp23-24 | Construction  risks, external exchange  risks,
environmental risks, risks of undisclosed defects,
political risks, Residual value risk, risk of inflation,
input and production risks, demand risks, and
Technical risks.
Taha Mohammed | Risks arising from events controlled by the parties
Mohammed  Abu | concerned, political risks, construction and operating
El-Ola, 2007, p. 14- | risks, trade risks, exchange rate & other financial
138 risks.
Ahmed Rashad | Risks of specifications, risks of resources (
Mahmoud Salam, | inadequate or underutilization), risks of delay,
2010, p. 166-179 Operation and maintenance risks, technical
efficiency, host country environment risks(currency,
changing the regulations, taxes, tariff), contracts
interpretation risks, non compliance to obligations by
the parties
Elisabetta,2007,p18 Planning risks, poor specification, design risks,
construction risks, risk of changing general needs,
scheduling, operational procedural risks, legislative
risks, financial risks, and residual value risks.
Michel,2003,pp52- | Return risks, construction risks, exchange risks,
56 contractual, procedural, political & environmental
risks, general acceptance risks, sustainability risks.

There have been many previous studies which dealt with the contracts of
BOT. A number of international and local studies were reviewed, focusing
on the orientation towards partnership, as many studies believe that BOT
contracts come within the context of the public-private partnership. Below
is a brief of some of them.

Many international studies have examined the public- private sectors

partnership to the provision of public services. Bognetti and Robotti, (2007)
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conducted a study (The Provision of Local Public Services Through Mixed
Enterprises) reviewed the Italian experience in providing public services
via private sector. It concluded that the private sector partner should be
selected through general bids procedures and allow for the concept of large
economies. Other studies have handled partnership initiatives with the
private sector in the European Union countries with reference to the
Spanish Government. The study noted that there is a need for developing
the accounting standards for such partnership. It also focused on the need
for the establishment of regulatory bodies to prevent monopoly excesses
(Torres and Pina, 2001).

In developing countries, there have been some trends towards partnership.
The Indian experience in this context concluded that the partnership should
play an important role in providing public services in the light of the
pressure to provide basic services in India (Nallathiga, 2007). A number of
researchers, in France, used the original database of about 5,000 French
local authorities, to examine the choice impact of a public-private
partnership model of water supply and distribution in France. The study
concluded that there was no random and considerable increase in the
average prices of services provided to consumer (Chong, et al., 2006).
Some studies have been directed to show the most attractive aspects of the
private sector in partnership projects in terms of better technology used in
project management. They showed an increase in the level of public
interest in such partnership which keep many organizational and financial

obstacles away. The experience showed a reduction of the basic cost of the
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public sector. The negative impact of partnership was related to several
factors, such as: lack of experience among concerned parties, excessive
treatment of basic services, and the high cost of joint projects in terms of
time and money, make outcomes of partnership projects less attractive
(Bing Li&et.al., 2005). On the other hand, another study found that,
partnership project funding systems have the potential to become an
important tool for promoting and revitalization of urban areas. In Poland,
recently launched study discussing public-private partnership found that
close cooperation between citizens and authorities is a necessity for
achieving such activation (Mullins, et al., 1999).

In the Middle East studies on the public- private sector partnerships in
water sector in Algeria, Egypt, Jordan, Morocco and Tunisia. A review to
those studies reveals that, the involvement of the private sector doesn't
always lead or systematically increasing the efficiency of water supply
services. Such conclusion is owed to the weak institutional framework.
Other studies on water projects in 60 developing countries implemented
between 1990-2004 through checked several factors, like the protection of
property rights (Pérard, 2008). Ranasinghe (1999) studied the feasibility of
private sector participation in water supply projects in Sri Lanka. He
concluded that the best option available to the Government is by using
(BOT) arrangements (Ranasinghe, 1999). Another study clarified the
concept and characteristics of the BOT contract concluded the need for

clarifying formulas for legitimizing BOT contracts. (Abu Gouda, 2009).
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However, it should be noted that the above literature review contains
different opinions which summarize the positive and negative experiences.
Below is an in-depth view of certain studies pointing out specific obstacles

as: administrative, financial, technical, social, political and legal.

Administrative Obstacles:

Administrative obstacles are related to performing management functions

in relation to BOT operations. Below is a brief summary of some research

finding related to administrative obstacles. The followings form threats to
the adoption of BOT:

v' Project planning in build operate and transfer(BOT) project is a
complicated decision making process because the model has a complex
financial and organizational structures, which is influenced also by the
socio economic environments in the country (Irem and Talat, 2000).

v’ Different designs reflect different risk control strategies for completion
time overruns (Ye and Tiong, 2003).

v' The incapacity to run the project smoothly results into failure to
complete the project within budget sanctions within timely manner,
(Haarhoff,2008).

v Lack or shortage of an able local professional work force and sub-
contractors to support BOT operations (Barnier,2003).

v The difficulty to identify the possible contingencies, events and issues
that may arise during strategy adoption because of the long-term nature

of BOT projects. Consequently, a lot of associated and anticipated
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complexities will be lead to negative impacts (world Bank group, PPP
IRC, pp:6-8).

v The challenge to bring about stakeholders” agreement on the various
issues of BOT. As there are many interests of the various parties may
contradict with each other. This will adversely affect the performance
and funding prospects of the project (EI-Gohary et al. 2006).

v' BOT bidding process is regarded as lengthy and complicated one. For
example, bidders are required to prepare tender proposals attached with
a bundle of additional materials, which may take up to 3 to 4 months.
Additionally, several lengthy negotiations will be required for the
formation of the contract. This can slow down the bidding process
(Chan et al. 2006).

v’ Private sector will also expect enjoying a significant level of authority
over operations, if they accept significant risks (world Bank group,
PPP IRC, pp: 6-8).

Studies on the administrative aspects: Sabri examined the partnership

contracts for successful systems of public-private sectors partnership in

providing health services in the Palestinian situation (Sabri, 2015). The

Philippines experience using the BOT contracts helped in presenting the

most important administrative drawbacks which formed an obstacle while

applying projects using BOT strategy (Gilberto M. Llanto, 2008). Besides,

Ghanem examined the private sector which benefited from the economic

climate created by the peace agreements between the Palestinians and

Israelis (Ghanem, 2009). Jalaluddin talked about the feasibility of
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implementing BOT delivery system in Saudi Arabia, assessed the impact of
obstacles, success factors and mechanisms for implementing this strategy.
It found that there is not enough awareness among owners and contractors
regarding the concept of BOT, and having no independent regulatory body
for those contracts (Jalaluddin Shah, 2001).

Political Obstacles:

Political obstacles are issues related to the political situation prevailing the
country. Some of those issues may form obstacles at a certain point of time.
Below is a brief listing of the outcomes of research in concern to this type
of obstacles.

v Additional political constraints can be associated with the risks of
nationalization, a succeeding government repudiating the acts of the
prior government. Various governments have their own policies
regarding foreign currency restrictions, which will definitely
influence project efficiency when imports are needed (F. Lokiec &
G. Kronenberg, 2001).

v" Another common complaint by the public is the high tariff charged
for the services provided. More often, the private sector would face
political uphill in raising tariff to a level sufficient to cover its costs
and earn reasonable profits and returns on investment. The
participation of the private sector to provide public service will

undoubtedly bring innovations and efficiencies in the operation, but
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may produce a fear of downsizing in the role of public sector (Li
2003, Li et al. 2005b, Zhang and AbouRisk 2006).

v" Private firms will also want to know if rules of the game are to be
respected by government to come. Nationalization in this regard
might be a critical fear to investors.

v' Governments can take action to improve risk distribution
environment through transparency in the handling and disclosure of
information. The good implementation of labor laws and regulations
should take into account the public interest in parallel with the rights
of investors.

Studies on the political aspects: (Khan, A.H., Jamil, M., and Sattar,
M.,2008: p.94) mention the major constraints faced by the stakeholders,
these complaints comprise political, economical, ecological, technological,
social, environmental and ecological. In the last twenty years, the political
scenario of Pakistan has been under notable transition. The political
instability remained as a serious hurdle in the formulation of various
infrastructure development reforms like BOT, and shows the major
political constraints in BOT Projects in Pakistan. Other studies have
confirmed that a stable political environment in the relevant developing
country is a mandatory pre-condition for the successful implementation of
BOT projects. Private sector sponsors will not be willing to spend the
substantial amounts money and the timeframe required to put together a
BOT project, and after that remain at risk for the 10 to 25 year periods

duration that are typically required, if they cannot count on political
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stability and continuity over this period (Lokiec, and Kronenberg,2001:
p.3).

Legal Obstacles:

The legal and legislative frame is very critical to the adoption of BOT since

it controls the process from the initiation of the project to the last minute of

completion of the project The most important factor here is contract affairs.

Below is a brief summary of the outcomes related to this component:

v A clear legal and regulatory framework is crucial to achieving
sustainable solutions to issues arising out of BOT adoption (World Bank
group, PPP IRC, pp: 6-8). Changes in laws such as articles related to
quality of the water supply legislation and regulations, or land property
concession, obtaining license and permits, etc. (F. Lokiec& G.
Kronenberg, 2001) may pose a lot of challenges to all parties concerned
since it implies a lot of contradicting interests. In this context the status
of judicial courts plays a critical role and necessitates investors and
government to pay a lot of concern to it.

v To a certain extent, there would be less employment of opportunities if
no regulatory measures were implemented (Li 2003, Li et al. 2005b,
Zhang and AbouRisk 2006).

v' BOT project exerts unprecedented pressure on the legal framework as it
plays an important role in the economic development, regeneration, and
mechanism for developing infrastructure. Still, some countries do not

have a well-established legal framework for BOT projects and the
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current legal framework is only supposed to deal with the traditional
command and control model. Although BOT involves a great deal of
legal structuring and documentation to deal with potential disputes
among BOT parties, legal framework is still lacking protection of public
interests vs. legitimate rights of private sector. Without a well-
established legal framework, disputes are inevitable (Satpathy, and Das,
,2007), if the process really starts and investors are attracted.
Studies on the legal aspects: Many studies have dealt with the legal
requirements of the BOT contracts. Some studies have found that the
availability of partnership laws and regulations is one of the major
requirements for BOT traits. (Barghouti, B., 2009). While other studies
examined the available mechanisms for resolving disputes between the
parties of BOT contracts. They concluded that there is ambiguity in the
legal side of forming this contract.
Other studies focused on the contractual approach. In Algerian experience,
focus was paid on the role of contracts in lifting the economic burdens as
they provide a legal framework for financing of infrastructure projects.
Those contracts were characterized by some complexity as a result of
diversity of objectives, mainly if funding is combined with administration
aspects (Sohaib, 2013). In the Jordanian experience, studies stressed the
absence of legislation that regulate BOT contracts. That stressed the need
fora special law to ensure the success of this initiative. This has led to new

terms and conditions in BOT contracts (Alagarma, 2013).
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Financial Obstacles
The adoption of BOT may involve many financial obstacles; some of them
are highlighted below:

v" Economic Challenges are mostly related to the facility’s operation
which consist of materials supply, labor supply, equipment
availability, inflations, tariffs, fiscal policies and exchange rates
(Florence&Linda, 2006) (Abu Bakar, & et al., 2010).

v" BOT adoption requires huge funds to finance the establishment of a
wide spreading infrastructure. To make those amounts available is a
challenge itself since it costs millions of dollars, a process that may
involve many banks and financial institutions. It may create poor
appetite of international commercial banks and finance markets and
lack of experience of local financial institutions (Merna and Njiru,
2002).

v" The fluctuations in currency in use is considered as an austere
problem in international transactions (Bing Li, A. ,2005) (N.J. Smith,
2003) (Wang, & et al.,2000).

v The Interest Rate obstacle is also a constraint, which means that the
interest rate will affect the project performance. Any fluctuation in
the interest rate will definitely affect the lenders. An appropriate
interest rate should be agreed upon beforehand. The lenders have to
pay extra cost if the interest rate becomes high or benefit them if the

interest rate becomes low. More foreign investors or private sector
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could be attracted by providing interest rate guarantees by the host
government in the BOT project (Wibowo, A., 2004).
The Equity Risk means that the Performance of the concessionaire is
crucial in seeking funds to implement a BOT project. Usually, equity
risk is related with the performance of the company which is
measured by its share price (S. Ye, & R.L.K. Tiong, 2003). The
higher the share price goes, the better benefit shareholders earn, but
the lesser challenges facing a prospective sponsor are estimation of
project costs, projection of revenues during the concession period,
and the selection of an appropriate financing strategy (Johnand lIsr,
2003). Less profits and equities will adversely affect the prestige of
the concessionaire (investor).
Hedging the local currency is possible, but it implies risks in some
cases, the charges associated with this action are extremely high and
such tenor will be relatively short, not covering the loan tenor (Aziz,
2013). Such situation will make the investor rethink if he is able to
encounter such risks or not.
Development, bidding and ongoing costs in BOT projects are likely
to be greater than for traditional government procurement processes.
Therefore, the government should determine whether the greater
costs involved are justified. Methods for analyzing these costs,
looking to the Value for Money becomes inevitable. There is a cost

attached to debt, finance will only be available where the operating
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cash flows of the project company are expected to provide a return
on investment (world Bank group, PPP IRC, pp:6-8).
Some projects may be easier to finance than others, provided if there
IS proven technology involved, and/ or the extent of the private
sectors obligations and liability is clearly identifiable.
Some projects will generate revenues in local currency only (e.g.
water projects) while others (e.g. ports and airports) will provide
other international currencies, this involves constraints of local
finance markets (EBRD,2010, p7) and mainly exchange rates
fluctuations is a critical issue in this regard.
Other economic constraints are related to fluctuations in the base
interest rate, the inflation indexes that affect the debt service, the
returns to the developers, construction, operation and maintenance
costs (EBRD,2010, p7).
Lack or shortage of raw materials supply, construction equipment,
machinery, tools, consumables, etc, impose encumbrances on
construction resulting in delays, increased need for logistics
arrangements, and increased costs (Younos,2005).
There is no unlimited risk bearing, investors are cautious about
accepting major financial risks beyond their control. If they bear
these risks, then it will be reflected in service price. Private firms
will also want to know if rules of the game are to be respected by
government as regards undertakings to increase tariffs/fair

regulation, etc (world Bank group, PPP IRC, pp: 6-8).
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v' BOT project arrangements are complex and involve many parties
with conflicting objectives and interests. Hence, BOT projects often
require extensive expertise input, high costs and take lengthy time in
deal negotiations. The high transaction costs and lengthy time may
not represent good value to all parties, as a result, the deal may not
materialize in the beginning or may falter in the end. BOT projects
may incur higher transaction costs than those under the conventional
public sector procurement. The legal and other advisory fees
included are involved in all stages of a BOT project. The potential
high transaction costs may have a negative impact on the objective of
securing the best value Environment to BOT adoption. (Chan,et.al.,
2006).

v' The nature of BOT projects is complex which requires inputs from
many parties of different types of expertise. Therefore, investors
think whether the project is economically viable to cover such costs.

v' Common problem encountered in BOT projects is, the high bidding
costs, which is owed to increasing project complexity and protracted
procurement process. Lengthy negotiations and especially the cost of
professional services may increase the bidding costs further (Chan et
al. 2006).

Studies on the Financial aspects: Some studies focused on financial aspects
of BOT highlighted the financial risk and cash flow risk (Yang-Cheng Lu
et al, 2000). Some search for financing public-private partnership and its

role in providing public money as an alternative to privatization (Eduardo&
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et al, 2011). The Korean experience in financing and evaluating the
financial feasibility of BOT project in infrastructure by looking at the
project properties, which is helped in determining the decision of
investment in BOT projects and restoration, are considered successful
experiences in application (Jeong, 2016). Other studies have addressed the
administrative reform by identifying the extent of cost/revenue analysis
method on BOT projects, with application on one Egyptian airports by
using the payback period, and net present value in the study of BOT
projects (Khalifa, 2009).

Social obstacles:

BOT project typically incur a lot of social issues that could result in public
opposition, overblown costs, and delays of the projects.

This category addresses societal areas that influence BOT adoption as:
culture, ethics, ideology, traditions, norms, social entities, religious
teachings, standard of living, social dynamics, social leadership, etc. Delhi
et al (2012:236) found that trust and relationship building is a way to
enhance project governability while the use of community-based norms
creates social acceptance to BOT projects. On the other hand, good
relationships among project participants provides harmonious working
environment necessary for project success (Ekpah 2016:83), while lack of
confidence in the capability and integrity of water operators leads to failure
of water projects (Ameyaw 2017: 41). In the other hand, investors are

concerned for their reputation since it reflects the style of public behavior
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towards their firms. The public will express their views and concerns
involving citizens in contract monitoring or in assisting the collection of
user charges might lead to greater local participation and anticipation of
governance issues (Delhi et al 2012: P 237). Furthermore, the community
entities deal with BOT projects in accordance to the extent BOT projects
address their concerns and interests. In Palestine social dynamics is strong
enough to create a public front against certain projects due to social or
religious reasons.

Studies on the social aspects: Some studies such as (sabir,2015,p94) have
found thatthe main objective of partnership projects must lead to achieve
sustainable development and the provision of social protection, which is the
most important goals of fighting poverty and reduce it, and improve the
level of education and health without wasting the rights of certain social
groups, as emphasized on the importance of enhancing citizen participation

and building confidence and social security for partnership projects.

Technical Obstacles:

Water and energy projects are projects with a complex frame of
specifications related to their details. Requirements for achieving that may
involve a lot of technical details and sophisticated technologies. A highly
ranked specialists are therefore strictly required. Below is a brief list of
some expected obstacles:

v' Site location shall meet land use, environmental, town/rural planning

regulations, law requirements and statutory restrictions (Tenne, A 2010).
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Site area extent and geometry shall be appropriate to accommodate all
the facility’s operation units, thus optimizing its layout and minimizing
construction work costs; site’s soil and geotechnical conditions shall be

suitable for construction of the facility structures (Nicos, 2008).

v’ Easy access to the site (Carrillo& et.al.,2008).

v" Site location shall enable easy and feasible access and interconnection

to energy sources (power grid or independent power production), and to
the water supply networks (Tenne, A 2010).

The proximity to populated neighborhoods and environmentally
protected and sensitive areas are also critical factors (F. Lokiec, R.

Meerovitch, 2013).

Dallas, (2006) classified technical obstacles into construction risks,
Operating and Maintenance risks. Construction risks can be related to
unknown ground conditions, delay in procuring of construction
materials, and price escalation of raw materials for construction such as
an increase in the price of steel, copper or aluminum are the problems
related to construction risk which occur during construction phase
(Schaufelberger& Wipadapisut, 2003). Operating &Maintenance risks
can be summed as follows: when the performance of the project is
below the required level due to technical problems. Such problems are
related to an inefficient selection of equipment during the
implementation phase and poor workmanship during the installation
phase. New available technology should be incorporated to ease the

operation phase. The operation and maintenance team requires
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specialized technical skills and abilities in operating the facility(Zayed,
& Chang, 2002).
Studies on the technical aspects: BOT contracts may be complicated due to
its long-term contractual obligations and multiparty involvement, moreover
legal, technical framework need to be developed on large scale for
successful execution of the project (Mubin and Ghafar, 2007).Considering
the large investments, the technical expertise, and the length of
commitment that are involved, (Antonio and Miroslaw, 2007)mentioned
that BOT projects present a unique opportunity for the transfer of
technology to the developing countries.
To minimize the technical risks, the concessionaire is responsible to
evaluate the risk in detail to ensure the project will be constructed
accordance to the design specification and host government’s
requirements and functioning well (S. K. Bakri, S. A. Bokharey, K.

Vallyutham, N. S. Potty and N. Abu Bakar,2010)

Concluding remarks:

Currently, there is an increasing focus on private sector involvement in
infrastructure development through BOT approach. It brings about a
redistribution of risks among the project stakeholders (Chan, D. W. M.,
Chan, A. P. C., and Lam, P. T. I. ,2006) It is obvious that BOT projects
have positive advantages for both sectors. This makes them ready to
encounter such initiative. Commercial profits are attractive to private
sector, while public sector is attracted to this initiative because it solves its
financial deficiencies. Despite the fact of this attraction, many issues make

them reluctant or cautious to enter into such experience. Those issues may
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be categorized to many types, as: administrative, political, social, technical,
financial and legal obstacles. Such obstacles will hinder or even sabotage
the adoption of BOT strategy. Then, a look to those constraints and risks is
very significant, so as to take necessary measures. Many projects may not
even exceed the feasibility analysis if constraints are beyond control or
unbearable.
A tentative study to obstacles is one of the guarantees for the success of
BOT adoption. This provides an understanding to those obstacles that will
enable an efficient projection of the future which results into an efficient
control over project affairs. That is symbolized in putting many scenarios
and getting ready for each of them.
A look to the reviewed obstacles reveals that its impact is case sensitive as
they differ from country to another. It is feasible to find out strategic
solutions to those obstacles to make optimal use of them in the adoption of
BOT model. Such solution should cover wide prospects ranging from the
project study, to preparation of contracts, implementation, pricing,
maintenance, to the moment the project is transferred to the government.
Obstacles might be related to BOT adoption stage. Some obstacles are
more likely to appear in the preparation stage, others in feasibility study
stage, others in the design stage, others in the construction stage, others in
the operation stage while other appear in the transfer stage. However, some
of those obstacles may appear in more than one stage. Another
classification to those obstacles can be based on the source of those
obstacles as governmental obstacles, obstacles related to investors and

community obstacles.
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Chapter Three

BOT Experiences
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Chapter Three

BOT Experiences

Chapter three includes two sections, the first explores experiences in
implementation of Build-Operate-Transfer projects, the second section -

The Infrastructure in Palestine -water and energy sector:

BOT Experiences

Country experiences in the water sector: The Chinese government was not
successful in its negotiating with foreign companies owing the lack of
experience in this type of initiatives. As a result, it has developed its own
concept in dealing with these projects. They have selected four medium
projects in the field of energy, water, and transport appointed UNIDO as its
consultant because of its extensive experience in this field, (Abu al-Enein,
M.,2000, p. 10).

The opening of China to private participation in water infrastructure was
certainly one of the most important changes during the decade. With 309
projects and $8.2 billion in investments, China accounted for 58 percent of
all private water projects by number and 23 percent by investment. In 20009,
the last year for which data is available, China accounted for 80 percent of
private water projects by number in low- and middle-income countries.
Most of these projects were implemented under BOT agreements (Perar
2012).

Latin America was the second most active region in terms of number of

water PPPs: 113 projects involving investments of $9.7 billion in 17
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countries over the last decade. Two thirds of PPP activity concentrated in
the first half of the decade. Most projects were located in Brazil, Colombia,
Chile, and Mexico. Most projects were water supply concessions, followed
by water and wastewater treatment plants BOTs (Staff of the World Bank
Group, 2014).

The experience of the water network in Buenos Aires, Argentine, is one of
the successful and exemplary experiences in BOT projects. Until 1993, the
country suffered from water shortage and its high price. That was because
the water network suffered many problems. BOT project turned the entire
network to private sector for 30 years. The tender achieved his promise to
reduce the price of water to 29%,. Furthermore, has also expanded the
water network to reach 600 thousand new citizens, removed the deficit in
providing water for citizens, and increased the proportion of drinking water
to 26%. Only one year after of the project, the investor increased the
revenues of the company from 216 million to US $ 293 million, or 35%, in
1994. This was beneficial for both parties. The government has lessened
the burden of expenditures and maintenance of the network. The citizen
received the service at a lower price, and for the company increased
revenues during the full fiscal year (Attieh, 2001).

Developing countries has expanded threefold during the last decade. With
an average, there are 50 projects and 2 to3 billion S$investment
commitments annually. 535 water projects benefitting from private

participation have reached financial closure over the last ten years.
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Commitments to water projects with private participation totaled about $34
billion in that same period (Perar, 2012).

Europe and Central Asia were also active in implementing new water PPP
projects during the last decade: 14 countries signed 44 projects involving
$3.1 billion in investment. Most of these were for water utilities (40) from
them were implemented through management and BOT contracts, and four
of them were implemented through divestiture (Staff of the World Bank

Group, 2014).

An example of states experiences in the energy sector: The economic
growth in the People's Republic of China (PRC) has resulted in more
demand for basic infrastructure like roads, ports, and power generation
facilities. To meet the development needs, the Chinese government has
granted build-operate-transfer (BOT) concessions to attract foreign
investment. Few states approved pilot projects and have been awarded
implementation since late 1996, the first of which was the Laib in B power
project in the Guangxi province, in this project the political and legal risks
were mainly encountered by the local governments. The construction,
operation, technical and financing risks were mainly borne by the sponsor
with the Force Majeure. The major guarantees given for mitigating the
Consortium's risks were: Exclusive concession granted, power purchase
guarantee, and fuel supply guarantee. force majeure (including change in
law) guaranteed, Foreign exchange guarantee, compensation under
government's default and political risks, tax incentives, guarantee of
lenders' right, Land and utilities and other support measures (S.Q. Wang,

L.K. Tiong,2000). The Chinese studied risks of their project. Those were:
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political risks, construction completion risks, operating risks, market and
revenue risks, finance risks, legal risks and competition risk.

Government of Iran suffered some problems such as: budget deficits, lack
of technology, and the private sector previously monopolized by the state.
To solve those problems, the government adopted (Toulabi, 2013).

BOT approach has a key role in rapid development of Iranian electric
power industry to provide energy for massive demand in economic growth.
South Isfahan power plant as a first BOT power plant; in contrast, some of
them have been failed in the procurement process. Thus, the government
sees there is a need for improving procurement approaches for future BOT
projects. A study identifies and analyzed various success factors in BOT
power plant projects in Iran. Table (4) show the BOT projects in Iran

(Yusof, and Salami,2013).

Table (4): A list of power projects via BOT approaches in Iran

Project . Project
Name Type of Method of Capacity Investment | Concession
Power Investment (MW) .
Value Period
(million €)
South Gas BOT 954 320 20
Isfahan
Fars Gas BOT 972 550 20
Parchsar | COmbined BOT 968 550 20
Cycle
South Steam BOT 480 | e 20
Isfahan
Mianeh | Combined BOT 1000 | e 20
Cycle
Rafsanjan | ComPined BOT 1000 20
Cycle

Source: Aminah BintiYusof, Bahman Salami, 2013 pp-324-330

Where they discussed the most influential factors of success in the

electricity generation plant in Iran BOT projects( consultants, government
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organization, and concessionaires).The result revealed the most important
success factors in Iran BOT projects as: Appropriate project identification,
Stable political situation, Favorable legislation regulation, Well-organized
& committed public agency, Favorable project management, Attractive
financial package, Reasonable risk allocation, Government support,
Commitment & responsibility of public & private sectors, Competitive &
transparent procurement process, Experience with BOT project by public
sector(Yusof & Salami,2013).
In Egypt, the first B.O.T project was implemented in mid-nineties by the
Ministry of Electricity. There was an increasing demand for electricity
mainly for industrial and urban use. They need to add new generation
plants capacity of 9.3 million kilowatts by 2010 at an estimated cost of 2.7
Billion US Dollars with a situation the Egyptian Electricity Authority was
debt was 14.2 Billion ILE. BOT project established southern part of the
North-West Gulf of Suez capacity of 2 x 240 MW, The Council of
Ministers issued Decree No. 4 of 1998 concerning the power station of
SidiKerir Al-Bukhariyah (Sharaf EI-Din. A., 2001).
Water and Energy Infrastructure in Palestine
Definition of infrastructure
Infrastructure is defined as everything related to facilities; structures,
systems, relationships and skills that help organizations and enterprises
achieve their objectives. Infrastructure is viewed as a coherent set of
structural elements that provide a structural support framework to perform

certain functions. It represents the backbone for achieving citizens" needs.
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Without it cannot achieve any development or cultural well-being in

society. (INTOSAI Environmental Review Working Group, 2013) classified

into two categories:

Economic or physical: includes services of various facilities, such as
water, sewage, etc.

Social: It includes the construction of educational facilities,
hospitals, security services, civil defense, entertainment, and others.
There are those who define it as the physical infrastructure of the
state or the population, including roads, water facilities, sewerage,

etc.

The construction of a physical infrastructure should be suitable for the

services to be provided. It is unreasonable to build a hospital with a fault in

the water and sanitation networks, and this does not eliminate the role of

social infrastructure which is complementary to physical.

The World Bank's highlighted the importance of continuing to develop the

infrastructure as summarized below (Abu Jouda, 2011):

The availability of infrastructure helps to increase Gross Domestic
Production.

The expansion of the infrastructure services network leads to the
growth of the national economy and increasing financial efficiency.
Infrastructure has long-term effects on the type of social structure to
be developed, particularly, the growth of urban centers and other

associated areas.
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e [Insufficient maintenance of infrastructure can lead to increased
production costs and could result in economic activities collapsing.

This trend points the attention to improve the infrastructure in Palestine.
The identification of the main constraints and obstacles facing the
implementation of BOT projects are essential for improving infrastructure
in Palestine. Still Palestine suffers from a lack of most the services and
other necessary resources needed to achieve sustainable development
because of the Israeli occupation which controls all its resources (Agha, W.
H & Abu-jameh,2010). Partnership with the private sector may help the
public sector to contribute positively to sustainable economic and social
development.

There are several ways in which the private sector can contribute to finance
and manage infrastructure projects such as BOT projects (Mas, 2005).
Many political, social, economic and financial motives work in favor
ofadoption of BOT projects in Palestine. Those can be summarized as
follows:

1. There is an increasing need for economic: where the grants provided
by the public sector are very limited. The involvement of the private
sector in the Palestinian economy as a financier can improve
economic growth through increasing investments (Report Office of
the United Nations Special Coordinator, 2000).

2. There is a need to improve the financial status of the government

since it suffersa dire budget deficit (Beydoun, 2001).
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. There is a need for increasing the operational capacity of the
productive sectors in the Palestinian economy. The inability to
provide ten thousands of job opportunities required to treat the
problem of unemployment and poverty (Natur, 2000)

. There is a need for reducing the Palestinian balance of payments
deficit. Foreign trade data indicates an accelerated increase in trade
balance deficit due to import growth with rates much higher than the
rates of growth in exports (The third Annual Report of the
Palestinian Monetary Authority, 1997)

. There is an excessive need to boost public sector efficiency.
Stressing its role in alleviating obstacles to the development process
and creating an appropriate investment climate and stimulating local
and foreign investments

. Taking into account the international political and economic changes
and the general trend: led by the Bank, and the International Fund so
that the Palestinian economy can engage in global economies
(Gerenzia, 2000)

. Palestine needs to create new job as a solution to the problems
unemployment and labor market.

. World Bank experts believe that one of the important incentives for
the BOT projects is that it is an indicator of the government's

commitment to economic reform (Aladdin, 2002).
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9. BOT projects are usually associated with the development of the
local capital market. An aim that can be achieved via successful
BOT projects (Al Yousuf, 2001)
Such needs emphasize the importance of partnership between the public
and private sectors in the field of infrastructure development.
The majority of researches on the Palestinian economy agree to the fact
that the Israeli occupation led to the destruction of the Palestinian
infrastructure and made it unfit to embrace any economic development
(Moody, 1997). The lIsraeli investment on infrastructure in Palestine was
made with an aim to serve the settlements.
The Palestinian Authority since its inception in 1994, started Investments
in infrastructure with the help from donors. PECDAR was established to
mange such initiative. Annual investments have increased more than four
doubles since they were before the establishment of the Palestinian
Authority. These investments were still insufficient to achieve the
Palestinian infrastructural needs. The estimated investments in
infrastructure are 140-175 million dollars a year to compensate its
destruction by occupation and to make it reach to the average of
developing countries. (Abu Al-Qomsan, Kh. ,2005). Despite all these
achievements in the presence of the Palestinian Authority, investment in
infrastructure in Palestine continued to be distorted and faced with
difficulties as a result of the limited possibilities of the Authority. Add to
this thefailure to take adequate measures to treat distortions in the

investment infrastructure (odeh, 2008), that is in addition to the continuing
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Israeli destruction of the Palestinian infrastructure. The impact was huge,
especially, after the Al-Agsa Intifada in 2000 as punitive policies and
measures aimed primarily at destroying all the elements of steadfastness
and rebuilding the state. This is seen in the destruction of the headquarters,
institutions, factories, roadblocks and the destruction of Gaza's airport and
seaport. (Nasr, 1997). This has increased instability resulted from decline
in investments revenues, and decline or even stopped work in infrastructure
projects (Abdel Razek and Makhoul 2001).
There is also a lack of an updated, unified and standard information base.
The pressure on the current infrastructure has led to an increase in
environmental deterioration (Mekdad, 2009), poor services and growth
level, taking into account the occupation policies and bilateral agreements
between the two sides infrastructure that negatively affect investments in
infrastructure.
Financing infrastructure projects is usually paid for by the government.
The sources for such financing comes from: taxes, public bonds, grants,
fees for use of the service, income from private sector franchises, special
programs and financial arrangements, borrowing from banks, the
participation of the private sector (Natur, 2000).
The participation of the private sector in the financing, existed before if we
refer to historical events. The British occupation to Palestine granted many
concessions to companies and persons to manage public facilities or to
exploit natural resources. During Hashemite Kingdom rule of the West

Bank, the kingdom adopted concession contracts for the management of
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public utilities. When the Palestinian National Authority has come, it gave
concession contracts in Palestine, but there is no legal framework to
regulate such concessions. In 2005, an attempt was made to bridge the
legislative gap, and to regulate the process in Palestine. The Basic Law,
Article 94amended, it states that “the law shall determine the rules and
procedures for granting concessions or obligations relating to the
exploitation of natural resources and public utilities “(Palestinian Law,
2003, Article 94). The concession law has also been drafted, but not
approved yet.

Since this study focused on the energy and water supply, below is a brief
review of those sectors. The Palestinian National Authority (PNA)
establishing the Palestinian Energy Authority No. 12 of 1995. Article 3.
(Palestinian Al Wagaia', No. 7, 25 October 1995, p. 10). With regard to
water, the Palestinian Water Authority was established by Law No. (2) of
1996 and Water Law No. 3 of 2002.No mention was given to concession
contracts.

Public-private sectors partnership, BOT projects in Palestine, was carried
out to construct Al-Bireh commercial center at a cost of 10 million dollars,
which was completed in 2000. The contract was between Ramallah and Al-
Bireh Municipality and Palestine Real Estate Investment Company.
Another project carried out by adopting the BOT strategy, was the
construction of the commercial center of Bethlehem, where it was agreed

between the Bethlehem Municipality and Palestine Real Estate Investment.
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The total cost was 12 million US dollars and was completed in 2000
(Palestine Real Estate Investment Company)
However, despite the Palestinian need to invest in infrastructure using the

BOT projects, these projects have not been used in the infrastructure.

Palestinian Water Authority

Since its inception in 1994, the Palestinian National Authority paid special
attention to the improvement of the water networks. It carried out several
important projects to provide water for the Palestinian citizens. The
quantity of water consumed per month by the economic sectors was
1,146.5 thousand cubic meters (odeh, 2008), which was very low compared
to standards and people needs. An attempt was made to improve the
situation, but was not possible to achieve due to the Israeli occupation
policies and practices. On the other hand, the financial and technical
deficiencies imposed more burdens on the Palestinian side. In short,
providing services to the Palestinian public is hindered by the unfair Israeli
destructive policies.

The Palestinian Water Authority has assumed responsibility for the
construction and development of water sector institutions. In addition to
building, rehabilitating the destroyed infrastructure through projects funded
by donor countries and providing water and sanitation services to the
Palestinian citizen during the decades of occupation. The willful neglect of
the development in water sector in Palestine by the Israeli occupation over

decades has directly contributed to the reduction of real development
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opportunities. Despite the Peace process and the establishment of the
Palestinian National Authority in 1994, the development of the water
sector remained restricted and controlled by Israel. The Israeli occupation
has imposed restrictions and obstacles to the development of water sector,
as an effort to hinder the strategic dimension for sustainable development.
Even technical requirements were not allowed to reach the Palestinian side.
Despite all obstacles imposed by the occupation authorities, Water
Authority struggled to harness and obstruct all efforts and financial
resources to develop this sector, and tried to increase the Palestinian share
of water consumption, (PCBS, Palestinian Central Bureau of Statistics
report, 2016) reported that the Palestinian per capita share of drinking
water about 70 liters per day, compared with 500 liters for Israeli citizens.
This increased the gap between the two to nine times in water used for
irrigation and agriculture. Israel now controls about 90% of Palestinian
water resources. They enjoy it and its settlements, 48.8% of the households
in Palestine believe that the water used for drinking is good, pointing out
that this percentage varies greatly in the Palestinian Territory, 73.5% in the
West Bank and 5.8% in the Gaza Strip.

Enhancing the role of the private sector and giving greater responsibilities to
it may contribute better to the development of water services if clear policies
and strategies are developed. (Strategic Plan for Water Authority 2016-2018)
highlighted the possible interventions for enhancing this role, as:

e Facilitate and encourage the participation of the private sector.
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e Develop the required policies and strategies for engaging the private

sector.

e Develop systems governing partnership with the private sector.
Through follow up the mechanisms of the Water Authority, the strategies
and objectives which it seeks to achieve from the development of
institutional capacities, building effective cadres, work to protect water
resources and strengthen local and regional cooperation, there remains a
great opportunity to achieve sustainable development in the water sector
through partnership with the private sector using BOT projects.
Particularly, one of its priorities published on its website is to explore ways
of partnership with the private sector, which encourages investment in it in

the development of water sector.

Palestinian Energy and Natural Resources Authority

In energy sector, an electricity generating station with a megawatt capacity
was established in the Gaza Strip in 2008. The European Investment Bank
(EIB), Italy and the World Bank financed the $82.6 million electricity
sector management and investment project covering the central and
southern West Bank. The Israeli policies made the Palestinians fully
dependent on the Israelis in this sector. Most of the electricity in the West
Bank is supplied by the Israeli side. Israel also provides the Palestinian
areas directly (from the Israeli company directly to the citizen as in the
Gaza Strip) with 35% of the electricity, while the rest is through local
companies that buy electricity from the Israeli side and sells it to

Palestinian citizenship (as in the Jerusalem Electricity Company in the
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West Bank). while some in rural and remote area's supply electricity
through private generators (odeh, 2008).

The Authority is responsible for generating power on a sound basis in a
way that meets the needs of consumers. Generating energy to be exported
to the neighboring countries, importing energy and establishing the
necessary transport networks, establishing national networks that provide
energy transmission throughout the country and establishing sub-networks
to distribute energy to the consumer and to coordinate the connection
between these networks and the distribution networks of the entrepreneurs.
In addition to regulating the generation, storage, distribution and
manufacture of equipment, transport and consumption of energy and the
development of specifications for energy. The Authority undertakes
research and development in the use of all types of renewable energy as
solar and wind energy, to grant the necessary licenses for the generation
under a concession or license (law Establishment of Power Authority No.
12 of 1995, Article 3).

It is necessary to review the work of the generation department and what is
related to the policies and generation sector and the electrical power as well
as the plans necessary to implement them. As the generation sector in
Palestine is a private sector, the work of this department is important with
respect to monitoring the performance of these companies technically such
as participation in the development of policies related to the generation of
electric energy. In addition to determining the future expectations of loads
and setting plans to secure the required energy. Studies were conducted on

the methods of economic feasibility and suitability of generating electric
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power from various sources. The specifications of the World Bank Law
No. (12) Of 1995, Article 21 were taken into account.
The Authority has adopted external support to achieve the mission and
objectives of the Energy and Natural Resources Authority to organize its
work in the current circumstances. This involves coping with the national
requirements and priorities, and also the inability of the National Authority
to provide financial coverage for this sector.
Minister Thafer Al-Mulhem said in an interview on February 7, 2018 that
“’the investor is looking for a safe environment and a suitable investment”’.
The General Electricity Law was issued on 5th of 2009. All the legal
legislations that are related to protecting the investor and the government
have been issued. The Energy Authority is able to provide an encouraging
investment environment in addition to providing adequate guarantees to
protect the rights of the investor.
BOT projects are more attractive to the government than to the private
sector; because such projects are the best among the other contracts, where
they can be applied to power plants and hence the investment is very
promising. Moreover, availability of legal environment in the Energy
authority will be an encouraging investment.
In an interview with Fuad Rammal (Administrative Director at PWA,
28/5/2017) Where he spoke from the point of view of the Energy
Authority, there is a possibility to study partnership projects with the
private sector in the field of electric power generation and to direct the

BOT projects specifically, to the benefits that the study produced earlier.
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Chapter four

Methodology

4.1 Overview

According to Bajpai, N. (2011) Business research methods can be defined
as “a systematic ad scientific procedure of data collection, compilation,
analysis, interpretation, and implication pertaining to any business
problem”.

Types of research methods can be classified into several categories
according to the nature and purpose of the study and other attributes. In
methodology chapter of your dissertation, you are expected to specify and
discuss the type of your research according to the following classifications.
Types of research methods can be broadly divided into two quantitative and
qualitative categories: Quantitative research “describes, infers, and resolves
problems using numbers. Emphasis is placed on the collection of numerical
data, the summary of those data and the drawing of inferences from the
data” Herbst, F. & Coldwell, D. (2004).

Qualitative research, on the other hand, is based on words, feelings,
emotions, sounds and other non-numerical and unquantifiable elements. It
has been noted that “information is considered qualitative in nature if it
cannot be analyzed by means of mathematical techniques. This

characteristic may also mean that an incident does not take place often
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enough to allow reliable data to be collected”. Herbst, F. & Coldwell, D.
(2004).

Types of the research methods according to the nature of research can be
divided into two groups: descriptive and analytical. Descriptive research
usually involves surveys and studies that aim to identify the facts. In other
words, descriptive research mainly deals with the “description of the state
of affairs as it is at present”. Kumar, R. (2008) , and there is no control over
variables in descriptive research.

Analytical research, on the other hand, is fundamentally different in a way
that “the researcher has to use facts or information already available and
analyze these in order to make a critical evaluation of the material”.

Kumar, R. (2008).

4.2 Research Design

4.2.1 Overview

This chapter addressed the procedures and methods used by the researcher
to determine the population and the sample of the study, as well as the
practical procedures used to build and describe the study tools. It also
illustrated the types of statistical tests used in this study. Furthermore; it

included a description of the reliability and validity of the study tools.

4.2.2 Research Methodology

The researcher used qualitative and quantitative approaches to reach

statistical analysis, the quantitative consisted of a questionnaire, the
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qualitative consisted of semi-structured interviews with Decision-makers in
the Energy and Water Authority and businessmen.

This chapter presents analysis of data obtained from interviews using
thematic analysis approach.

To achieve the research objectives of identifying the major obstacles to
applying a model build-operate-transfer BOT in Palestinian infrastructure
from the perspective of official working in (water and energy authorities)
and (A)classified businessmen, the researcher in this chapter deals with a
description of the research methodology and its community as it gives a
detailed description of the search tool, sincerity and consistency as well as
search procedures and the statistical method which used for statistical

data processing.

4.3 Population, Sampling Methods and Sample Size

4.3.1 Research Population:

The government officers of water and energy departments and businessmen
category A, (only this category which is eligible to compete for huge
infrastructure projects) are those who are having direct concern, knowledge
and experience pertaining the adoption of BOT strategy in water and
energy projects.

The targeted Government officers were 208 employees, while businessmen
counted 460 businessmen. The total population of the study is 668. The
research targeted to cover as much possible portion of the population. The

government officials sample was identified to by sending the questionnaire
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to all except those who are in leave and those who did not express their
willingness to cooperate. The category of businessmen who are classified A
in the West Bank was obtained, it contained 460 persons.

The Dbusinessmen sample was chosen to be 50% of this total study
population on the bases of single numbers appearing in the list, this sample

was 230 businessmen. The total of the sample was 430 businessmen.

4.3.2 Sample Size

The sample of the study consisted of (200) employees of the Water and
Power Authorities and (230) businessmen classified as (A) grade.
tables (40-47) in Appendix (5) show the distribution of the research

community depending on their independent variables.

4.4 Study Approach:

The descriptive approach is suitable as it is based on the description and
determination of the facts relating to the current situation, describing it as
an explanatory description in terms of facts and data available from the
considered community, where the researcher conducted a comprehensive
survey to check the views of the research community, who they are
working in water and energy authorities in the West Bank and classified
businessmen (A) to identify the main drawbacks facing the sample
application of the build- operate — transfer (BOT) model in the Palestinian

infrastructure by applying to the water and energy authorities.
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4.4.1 Study Tool:

To develop a comprehensive questionnaire thoroughly, the literature review
was conducted referring to relevant books journals and tens of previous
studies. In addition to the researchers conducted preliminary interviews
with many experts, academics and businessmen. This helped in finalizing
the study questions objectives and the related sources of data (respondents).
This resulted in identifying 55 items of the obstacles facing BOT projects
in water and energy sectors in Palestine, which formed the basis for the
formulation of a preliminary questionnaire. For validation and reliability, it
was sent for five academic specialists and 5 businessmen. Based on their
comments, few modifications were done; some items were deleted, others
combined, reworded, or/and added. A clear, comprehensive and validated
final copy of the questionnaire was obtained. It consisted of an opening
letter directed to respondents introducing the study and BOT concept and
asking respondents to cooperate for achieving the study objectives, the
second part included biographical details of the respondents, and the third
part which is the core of study tool, included 55items grouped into six
major obstacles categories namely: legal category included 11 items ,
Administrative category included 15 items, financial category included 11
items , social category included 5 items , political category included 7
items, and technical category included 6 items. Respondents were directed
to rank those obstacles by clicking a level of influence (very high, high,

moderate, weak, and very weak).
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The questionnaire was distributed personally by the researchers to the
targeted sample. Respondents were made to understand that their responses
should not be biased and should consider the national interests as a priority.
Table (5) Show details of the population, sample & questionnaire

management.

Table (5): Population, sample & questionnaire management.

Population | targeted | Missing | Returned | Returned | Valid for
sample % but analysis
% % Invalid %
% %
Businessmen | 460 230 25 205 10 195(95.14%)
(100%) (50%) | (10.9%) | (89.1%) | (4.9%)
Govt. 208 200 7 193 12 181 (93.8%)
officials (100%) (96.2%) | (3.4%) | (96.5%) | (6.2%)
Total 668 430 32 398 22 376 (94.5%)
(100%) (64.4%) | (7.4%) | (92.6%) | (5.5%)

In table (5) thevalid number of the collected questionnaires formed 56.3%

of the study population.

4.4.2 Tool validation:

It verified the authenticity of the measurement through a presentation to a
group of adjudicators with competence and experience as indicated in the
appendix ,(1) where they made a number of observations about the validity
of each Itemof the questionnaire in terms of language safety and suitability
for the target group and the link of the obstacles to the dimensions to be
measured. Notes are taken into account when the questionnaire is issued in

its final form.
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4.4.3 Tool reliability

To verify the immutability of the tool, use the Kronbach alpha formula to
extract the stability. The following table shows the immutability of each

dimension of the tool.

Table (6) shows the results of the stability equation Cronbach's-Alpha
for the measure of application obstacles of the BOT model in the
Palestinian infrastructure from the point of view of employees in the

Water and Energy Authorities and (A)classified businessmen.

Fields

Num Field name | Num of obstacles Alpha value
1 | legal obstacles 11 .898

2 | administrative obstacles 15 .793

3 | financial obstacles 11 .680

4 | Political obstacles 7 .661

5 | Social obstacles 5 575

6 | Technical Obstacles 6 782

7 | Total obstacles 55 .900

The data presented in Table (6) indicated that the research tool prepared for
drawbacks subjects of the BOT model in the Palestinian infrastructure from
the perspective of the employees of the (Water and Energy Authorities) and
the classified businessmen (A) has a stability that confirms the possibility
of using the tool in the research. Thus, the researcher considered these

indications sufficient to use the tool in the current research.
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4.4.4 The procedures

The research is developed based on the descriptive methodology, whichis
adopted in accordance to the following steps:

The First step: is a seminal literature review conducted to point out the
study objectives and identify the obstacles that may hinder BOT strategy
adoption mainly in water and energy sectors. In doing that, the focus was
on the developing countries. Preliminary interviews with some stakeholders
were also carried out. Based on this, a set of major obstacles that may face
BOT strategy adoption in water and energy sectors in Palestine were
developed. They were 55 items grouped into six categories which formed
the core of the data collection tool “the questionnaire”. To make them
measurable, each obstacle was associated with a five levels (Likert scale)
of possible influence, the respondents are asked to tick one for each.

The Second step: the identification of data sources; the concerned parties
(government officials and businessmen).

The Third step: data collection, this implies introducing the topic and data
collection tool and responding to their queries. Afterwards, an exploratory
data analysis is conducted via SPSS v.22. Statistical results appearing in
relevant tables and figures formed the core focus for conclusions and

recommendations.

4.4.5 Data analysis

The focusin this stage was on transforming the responses of research

sample into an integral and aggregated unit. SPSS V.22 was used to
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achieve this task. After coding the questionnaire items, responses were
dropped in the system. Results of the descriptive analysis were expressed in
the following forms: measures of central tendency(means), and measures of
dispersion (standard deviation), correlation measures (one-way ANOVA, t.
Test), that is in addition to counts, percentages, etc. To examine
questionnaire reliability, Caronbakh Alpha test was used. After the
statistical figures were out in tables, those were analyzed theoretically by

utilizing the knowledge acquired in the literature review stage.
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Chapter Five

Data Analysis and discussion



89
Chapter Five

Data Analysis

5.1 overview

This chapter includes a comprehensive and detailed presentation of the
research results so as to answer the research questions. Six categories
obstacles for adopting BOT strategy in the water and electricity sectors in
Palestine were identified. Those obstacles: administrative, financial,
political, technical and social obstacles. Those categories formed the core
content of the tool of data collection (the questionnaire). The sample
respondents of the study were asked to rate the level of influence of each
obstacles. After being treated using SPSS, the views of the respondents on
all obstacles categories and their details represented the answers for the
study questions, these questions were:

e Major question: What are the major obstacles for the adoption of
BOT strategy in water and energy sectors in Palestine?

Minor questions:

e What are the levels of influence of the legal obstacles for the
adoption of BOT strategy in water and energy sectors in Palestine?

e What are the levels of influence of the administrative obstacles for
the adoption of BOT strategy in water and energy sectors in
Palestine?

e What are the levels of influence of the financial obstacles for the

adoption of BOT strategy in water and energy sectors in Palestine?
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e What are the levels of influence of the political obstacles for the
adoption of BOT strategy in water and energy sectors in Palestine?

e What are the levels of influence of the social obstacles for the
adoption of BOT strategy in water and energy sectors in Palestine?

e What are the levels of influence of the technical obstacles for the
adoption of BOT strategy in water and energy sectors in Palestine?

Here are the five levels of Likert scale, 1 means least influence up to 5

which means a very high influence, the arithmetic means came out of SPSS

analysis and these indications are in table: (7)

Table (7): the description of the arithmetical means

Arithmetic mean Level of obstaclesinfluence

Less than 1.8 very low

From 1.8 to less than 2.6 Low

From 2.6 to less than 3.4 Medium

From 3.4 to less than 4.2 High

From4.2to5 Very high

Answering of the major question of the study: What are the obstacles that
may hinder the adoption of BOT strategy in water and energy sectors in
Palestine?

The answer to this question that represents the sample opinion on the level
of influence of the 55 items categorized obstacles in six groups. Results are
given in form of arithmetic means and standard deviations of categorized
sample responses (government officials and businessmen). Results related

to this question were as given in figure (3):
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Figure 3: Means of level of influence of all categories of obstacles. (look to table num
48 in appendix)

Figure3 shows that the level of influence of all the six categories of
obstacles was highwith an average 3.815, The arithmetical means varieties
from being 3.70 up to 3.97 and high level of influence to all the categories.
The political obstacles scored the highest among all dimensions with a
mean 3.97. while the technical obstacles scored the lowest with mean 3.70.
Such results reveal a natural view since occupation is the real obstacle for
the Palestinian society as appearing in the results of all types of scientific
research of a national nature. At most, all strategic issues of Palestine and
the infrastructures are under the control of Israeli military occupation,
mainly water and energy sectors.

A look to Figure (3): reveals that Arithmetical means of responses of
sample members (government officials and businessmen) were very close
to each other. Means of results to Political and technical obstacles are

identical to show that there is a high level of agreement between the two
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parties. This appears that both parties agree with each other on the same
issue which is: the influence of all categories of obstacles is high. They also
agree that Political obstacles are the highest among all categories.

This image of the overall results does not provide the necessary
understanding of the obstacles facing the adoption of BOT strategy in water
and energy sectors in Palestine. This can be achieved via looking into the
details of each and every category of those obstacles. This is reflected in
answering the minor questions of the study which focuses on: what are the
levels of legal obstacle that may hinder the adoption of BOT strategy in
water and energy sectors in Palestine? What are the levels of administrative
obstacle that may hinder the adoption of BOT strategy in water and energy
sectors in Palestine? What are the levels of financial obstacles that may
hinder the adoption of BOT strategy in water and energy sectors in
Palestine? What are the levels of political obstacle that may hinder the
adoption of BOT strategy in water and energy sectors in Palestine? What
are the levels of technical obstacle that may hinder the adoption of BOT
strategy in water and energy sectors in Palestine? What are the level of
social obstacle that may hinder the adoption of BOT strategy in water and
energy sectors in Palestine? Answers to those questions symbolizes the

results as given in tables Al to A18 Blow.

5.2 Results related to the minor questions:

The detailed results of the minor questions are given below within the

following arrangements:
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o first is the table that describes the unified results for each and
every category, that is followed by

e The table describes the responses of the government officials,
preceded by

e The table for the responses of the businessmen. (results are given
in 3 tables due to space limitations). Those tables are followed by

e A summary for each category.

e Results in all tables are given in Descending order, which means
that the highest obstacles (highest mean) will appear first and the
last scored the least influence.

Below is an independent description for each category starting with legal

obstacles.

5.2.1 Legal obstacle:

Minor question: What is the level of influence of the legal obstacle on the
adoption of BOT strategy in water and energy sectors in Palestine?

Legal obstacles that may hinder a smooth adoption of BOT strategy in
water and energy sectors in Palestine counted eleven items. The study tool
of data collection “the questionnaire” asked the sample members to rate the
level of influence of those obstacles. Answers were treated and analyzed
through SPSS.As stated in the questionnaire, the rating is given in form of
Likert scale 1(least influence) to 5 (highest influence). After tabulation and

analysis, results are as given in Figure (4) which represents overall sample
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responses, table (8) represents the responses of the government officials,

and table (9) represents the Attitudes of the businessmen.
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Figure (4): Overall means and standard deviations of legal obstacles. (look to table num

49 in appendix)
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Table (8): Means and standard deviations of government officials

responses on legal obstacles.

mean Std.

items devia | Level
tion

Absence of the role of the Legislative Council in 4.27 .79 | Very
passing laws for BOT adoption High
Absence or weakness of the regulations and 4.00 94 | High
principles that govern implementation of BOT
project.
Existing legislation does not provide a fair 3.86 1.02 | High
opportunity to encourage investment in accordance
with the BOT strategy
Lack of systems to operate BOT projects. 3.82 99 | High
Absence or weakness of laws governing the 3.80 1.11 | High
partnership in Palestine
Weak frames of reference to resolve disputes that 3.80 1.00 | High
may arise between the government and contractors
Weak mechanisms for the selection of the most 3.75 1.02 | High

suitable biders

Misty items of the contract between the government |  3.68 1.06 | High
and investors

Some legislations are repellent for investment in 3.64 1.03 | High
infrastructure projects

Cloudiness of authorities, obligations and rights of 3.63 .93 | High
both parties

Misty contracting between the government and | 3.48 94 | High
investors

Average 3.79 .69 | High
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Table (9): Means and standard deviations of businessmen responses on

legal obstacles.

mean Std.

items devia | Level
tion

Absence of the role of the Legislative Council in 4.17 .81 | High
passing laws for BOT adoption
Absence or weakness of the regulations and 3.97 .88 | High
principles that govern implementation of BOT
project.
Existing legislation does not provide a fair 3.90 .88 | High
opportunity to encourage investment in accordance
with the BOT strategy
Lack of systems to operate BOT projects. 3.89 90 | High
Absence or weakness of laws governing the 3.85 99 | High
partnership in Palestine
Weak frames of reference to resolve disputes that 3.83 94 | High

may arise between the government and contractors

Misty items of the contract between the government | 3.76 94 | High
and investors

Weak mechanisms for the selection of the most 3.76 95 | High
suitable biders

Cloudiness of authorities, obligations and rights of 3.72 .93 | High
both parties

Some legislations are repellent for investment in 3.68 99 | High
infrastructure projects

Misty contracting between the government and | 3.62 .93 | High
investors

Average 3.83 .65 | High
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Figure (4) reveals that the average mean of this category of obstacles is
3.81, This donates that the influence of those obstacles is high. Rating of
ten items out of eleven scored High-level of Attitudes, while one obstacles
only scored very high, it is the: Absence of the role of the Legislative
Council in passing laws for BOT adoption. The next obstacle was: the
absence or lack of the regulations and principles that govern
implementation. The least influential among the legal obstacles is: Misty
items of the contract between the government and investors, but remaining
with high level of influence.

Table (8), represents the responses of the government officials, reveals that
the average mean of influence of the legal obstacles is 3.79. The level of
influence is high. Absence of the role of the Legislative Council in passing
laws for BOT strategy adoption, with a mean 4.27 with a very high level of
influence topped the list of legal obstacles. The ten remaining obstacles
scored high level of influence. The least influential among the legal
obstacles from the government official view point is: Misty contracting
between the government and investors, mean 3.48, with a high level of
influence.

Table (9), represents the responses of the businessmen. Results appearing
in this table reveal that: the average mean of this obstacle is 3.83, which is
a high level of influence. In view of the businessmen, the “Absence of the
role of the Legislative Council in passing laws for BOT strategy adoption”,
the highest, a very high level of influence among the legal obstacles with
mean 4.17. Other obstacles rated high influence. The lowest among them
was: Misty contracting between the government and investors mean 3.62,

holding a high level of influence.
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"We are in need of creative solutions on the legal and administrative level
to suit the Palestinian situation; because its people suffer occupation,
particularly, more than 94% of the investments are in private sector,” his
Excellency, the businessman Sameeh Tbelah said in an interview on
February 7, 2018. In other words, the Palestinian economy is built on the
private sector. There is a good chance for the success of BOT projects by
referring to the work of a consortium with businessmen, banks and
government, in need for a cultural renaissance, development of laws and
increasing public confidence in the private sector.

Comparisons between the responses of government officials and
businessmen reveal that their rating to the legal obstacles shows the same.
They agree that the “Absence of the role of the Legislative Council in
passing laws for BOT strategy adoption”, is a huge legal obstacle.
Literature review reveals the destructive impact of such absence.
(Chen,2010) It means that putting this issues as apriority will help in a
smooth adoption of BOT. Other obstacle rated a high level of influence. It
IS also observed that the mean responses of the businessmen 3.83 appear
higher as it is of the government official mean which is 3.79. The reason
for the rising trends in the private sector is due to their recognition of
importance of a legal framework that represents a guarantee for the
BOTprojects, and This agreed with Literature (Eventia, R.C.,2017, p531),
Which indicated that a legal framework protects against the risks of BOT,
delays, costs and emergencies by providing legal procedures that protect

the rights of both the public and private sectors.
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5.2.2 Administrative obstacles:

Minor question: What is the level of influence of the administrative
obstacles on the adoption of BOT strategy in water and energy sectors in
Palestine?

Administrative obstacles that may hinder the adoption of BOT strategy in
water and energy sectors in Palestine counted fifteen items. The study tool
of data collection “the questionnaire” asked the study sample to answer the
question by rating the level of influence of those items. Answers were
tabulated and analyzed using SPSS. Results are as given in Figure (5)
representing the opinion of the sample as a unit, table (10) represents the
opinion of the government officials and table (11) represents the opinion of

the businessmen.
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Figure (5): The administrative obstacles arithmetical means of the study sample

responses. (look to table num 50 in appendix)
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Table (10): The administrative obstacles arithmetical means of

government officials

mean | Std.
items devia | Level
tion

Poor coordination mechanisms between the government | 4.11 .82 High
and investor

The government claims the right to decide solely. 4.09 .69 High

undetermined time frame for transferring ownership of 4.04 .85 High
BOT projects to the government

The difficulty of predicting the challenges entailed in 4.02 .80 High
BOT contracts

lack or absence of awareness of partnership procedures 3.98 .90 High
Government lacking vision for BOT projects 3.91 .93 High
The absence or weakness of the mutual strategic vision 3.85 74 High
Misty of BOT projects ownership transfer procedures 3.85 .85 High
Many stakeholders are involved in BOT strategy 3.80 .96 High
adoption(municipalities, ministries, etc.)

Weak plans for applyingthe partnership 3.77 91 High
The limited number of investors who are able to 3.76 .85 High

implement BOT projects

Negotiations on BOT projects consumes a lot of time 3.75 91 High
Investor claim the right to decide solely 3.71 .92 High
Lack or weakness of time frame flexibility 3.70 .92 High

The complexity of government procedures and 3.62 .97 High

regulations

Average 3.86 .52 | High
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Table (11): arithmetic means and percentages for the first field of

classified businessmen (A)

mean | Std.

items devia | Level
tion

Weak plans for implementing the partnership 3.99 .80 High

unclear of BOT projects ownership transfer procedures | 3.97 .85 High

Government lacking vision for BOT projects 3.93 .79 High
The government claim the right to decide soley. 3.92 .84 High
The limited number of investors who are able to 3.90 .86 High

implement BOT projects

The absence or weakness of the mutual strategic vision | 3.89 1.01 | High

lack or absence of awareness of partnership procedures | 3.87 .76 High

Negotiations on BOT projects consumes a lot of time 3.86 .86 High

Investor claim the right to decide soley 3.86 .82 High
The complexity of government procedures and 3.79 .91 | High
regulations
Misty time limitations for transferring ownership of 3.76 3.07 | High

BOT projects to the government

The difficulty of predicting the challenges entailed in 3.76 .90 High
BOT contracts

Poor coordination mechanisms between the 3.75 .88 High
government and investor

Many stakeholders are involved in BOT strategy 3.75 .93 High
adoption(municipalities, ministries, etc.)

Lack or weakness of time frame flexibility 3.69 91 High

Average 3.76 .49 | High
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Figure(5) reveals that the average mean of the administrative category of
obstacles is 3.81 This donates that, the level of influence of those obstacles
Is rating of all administrative obstacles items (fifteen) scored high level of
influence. The highest item among them were: “Poor coordination
mechanisms between the government and investor ” with a mean 3.93 ,
“lack or absence of awareness of partnership procedures” with a mean
3.925, “Government lacking vision for BOT projects” with mean3.92 and,
“Misty of BOT projects ownership transfer procedures” with a mean 3.91,
The items rated lowest influence (high level of influence) were: “Lack or
weakness of time frame flexibility” with a mean 3.695 , “The complexity
of government procedures and regulations” with a mean 3.705.

A look into the results in table (10), which represents the responses of the
government officials, reveals that the average mean of influence of the
administrative obstacles is 3.86. The results say that they ( government
officials) perceive a high level of influence of all those items. The highest
influence obstacles from their point of view are: Poor coordination
mechanisms between the government and investor” with a mean 4.11. The
government claims the right to decide solely” with a mean 4.09"Misty time
limitations for transferring ownership of BOT projects to the government”
with a mean 4.04. The obstacles rated lowest influence (high level of
influence) were: The complexity of government procedures and regulations
with mean 3.62 and, Lack or weakness of time frame flexibility with a mean

3.70.
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Table (11), represents the responses the rating of businessmen to the
administrative obstacles. Results appearing in this table reveal that: the
average mean of this category of obstacle is 3.76, which is a high level of
influence for all obstacles. In view of the businessmen, the highest level of
influence among them were: Weak plans for implementing the partnership”
with a mean 3.99, vagueness of BOT projects ownership transfers
procedures” with a mean3.97, Government lacking vision for BOT
projects” with a mean 3.93.

Thus indicating that the administrative obstacles have a significant impact
on the Palestinian infrastructure partnership projects, particularly, in the
sectors of water networks and power stations. Awise management capable
of implementing partnership projects, and an administrative guidance
capable of managing contracts related to BOT projects. It refers to the need
to reconsider administrative procedures for orientation towards the
partnership strategy of the BOT. with regard to awareness of the
partnership procedures, the government's role is to increase awareness of
the importance of partnerships in the infrastructure sectors, as the
partnership provides the BOT strategy from investors able to relieve the
government in budgets for infrastructure improvement and development. In
turn, to exploit the resources of this sector in other development projects.
And The low number of investors is due to the absence of a legal
framework in addition to the absence of incentives raises questions about

the possibility of providing a safe investment environment.
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Comparisons between the responses of government officials and
businessmen reveal that their rating to the administrative obstacles is close
to each other with means 3.86 and 3.76. But they disagree with each other
about the ranking. While employees look to the absence of coordination as
the highest obstacle, businessmen look to it as nearly the least influencing
among the administrative obstacles. However, the presence of
administrative obstacles with a high level of influence braves the way for
conflicts and diffusion of focus of the two parties (government and
businessmen). Literature reveals the necessity for putting a best possible
administrative arrangements is a necessity for successful implementation of
BOT. Variances in perception to the level of influence refers to the fact that
both parties have varied interests, and This agreed with Literature
(Sharaffudin & AL-Mutairi, 2015, p75),Which is an agreement between the
government and the investor about the important of role to determining the
administrative procedures for all phases of the BOT project in the success
of the project, and noting the emergence of this role in several experiments

in Kuwait.

5.2.3 Financial obstacles

Minor question: What is the level of influence of the financial obstacles on
the adoption of BOT strategy in water and energy sectors in Palestine?

Financial obstacles that may hinder the adoption of BOT strategy in water
and energy sectors in Palestine counted eleven items. The study tool of data

collection “the questionnaire” asked the study sample members to answer
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the question by rating the level of influence of those obstacles. Answers
were treated and analyzed through SPSS. Results are as given in Figure (6)
that represents the opinion of the sample, table (12) represents the
responses of the government officials and table (13) represents the opinion

of the businessmen
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Figure (6): Financial obstacles, mean responses of the sample. (look to table num 51 in

appendix)
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Table (12): Financial obstacles, responses of government officials

mean Std.

Obstacles devia | Level
tion

Some Parties are not convinced that BOT strategy 416 | 2.31 | High
leads to cost reduction
The unsatisfactory government guarantees to paying 4.01 .79 | High
its financial obligations to the parties contributing to
the BOT projects.
The possible negative impact of entry of foreign 3.98 .78 | High
investor
The government does not provide Adequate 3.92 .69 | High
guarantees to pay its dues
Weakness ability of the government's to evaluate the 3.86 .73 | High
completed projects
The inability of the government to compensate 3.83 .78 | High
investors for the additional emergency costs
The huge financial requirements to implement BOT 3.62 .96 | High
projects
Weak guarantees provided by the government to 3.54 | 1.00 | High
investors
Misty or weak pricing of services and spending 3.53 | 1.00 | High
policies
Bank policies related to transfers, lending, exchange 3.50 | 1.00 | High
Financial risks facing investors (currency rate, interest 3.47 .99 | High
rate, inflation)
Average 3.76 49 | High
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Table (13): Financial obstacles, mean responses of businessmen

mean Std.

Obstacles devia | Level
tion

Some Parties are not convinced that BOT strategy | 4.08 2.26 | High
leads to cost reduction
The unsatisfactory government guarantees to paying | 3.97 .84 High
its financial obligations to the parties contributing to
the BOT projects.
The possible negative impact of entry of foreign | 3.92 .89 | High
investor
The government does not provide Adequate | 3.88 75 High
guarantees to pay its dues
The huge financial requirements to implement BOT | 3.86 2.25 | High
projects
Weakness ability of the government's to evaluate the | 3.77 .86 High
completed projects
The inability of the government to compensate | 3.76 .88 High
investors for the additional emergency costs
Weak guarantees provided by the government to | 3.74 1.71 | High
investors
Bank policies related to transfers, lending, exchange | 3.65 1.03 | High
Misty or weak pricing of services and spending | 3.56 1.03 | High
policies
Financial risks facing investors (currency rate, | 3.55 1.03 | High
interest rate, inflation)
Average 3.79 .60 | High
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Figure (6) and Tables (12), (13) reveal that the financial obstacles facing
the adoption of BOT strategy in water and energy sectors are high in their
influence with a mean 3.775. All the eleven financial items scored high
level of influence, with means variation from 3.47 to 4.16. the highest
among them were: Some Parties are not convinced that BOT strategy leads
to cost reduction. The unsatisfactory government ensures paying its
financial obligations to the parties contributing to the BOT projects. The
negative impact of the possible entry of foreign investors. Obstacles with
the least influence (but with a high level) are: Financial risks facing
investors (currency rate, interest rate, inflation) and Bank policies related to
transfers, lending, exchange.

A look to tables (12+13) reveals that government officials and businessmen
agree on the level of influence of those obstacles with nearly the same
sequence. It refersthat both parties' focus on the return on assets or
investments as well as their shared vision of an investment opportunity.
This agreed with Literature review (Llanto, G.,2008, p337) who points that
The Build-Operate-Transfer (BOT) approach is part of a range of ways
with which the private sector participates in infrastructure provision. It has
been widely viewed as a pragmatic approach in infrastructure provision in
countries where severe budgetary constraints limit government’s capacity
to provide it and represent attractive investment opportunities for the
private sector.

This is because of the capital is always looking for the safest investments.

This security may be achieved with government guarantees to encourage
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investors to enter partnership projects with the BOT strategy and the
provision of guarantees to increase investment in the Palestinian
infrastructure because of its impact in encouraging investors to enter
projects in the BOT strategy. It is important to highlight the absence of

studies and researches that focus on the cost of such strategies.

5.2.4 Political obstacles

Minor question: What is the level of influence of the political obstacles on
the adoption of BOT strategy in water and energy sectors in Palestine?

Political obstacles that may hinder the adoption of BOT strategy in water
and energy sectors in Palestine counted seven items. The study tool of data
collection “the questionnaire” asked the sample members of the study to
answer the question by rating the level of influence of those obstacles.
Answers were treated and analyzed through SPSS. Results are as given in
figure (7) represent the opinion of the study sample, table (14), pinpoints
the opinion of the government officials and table (15) represents the

opinion of the businessmen.
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Figure (7): means of political obstacles, sample responses. (look to table num 52 in

appendix)

Table (14): political obstacles, government employee’s responses

. mean |Std.
items .. |Level
deviation

The strict Israeli control over large areas of land (Area 4.39 73 High
C)
Israeli Military dominance and restrictions on the use .
of the Palestinian infrastructure and natural resources 4.24 17 High
The_ _Israell occupation orders, field practices and 419 Y High
policies
Intervention of political parties in the implementation .
of BOT projects 4.14 81 High
Internat!onal regulations imposed on banking 386 75 High
transactions

t i limitati hil .

Governmer\ impose more imitations  while 366 Y High
implementing the partnership contract.
Subsequ_ent governments maydeny the obligations of 332 110 | Moderate
the previous government

Average 3.97 .52 High
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Table (15): means of political obstacles, businessmen responses

) mean | Std.

items .. Level
deviation

The Israeli occupation orders, field practices and | 4.37 3.70 VeryHigh

policies

The strict Israeli control over large areas (Area C) | 4.19 .90 High

Israeli Military dominance and restrictions on the | 4.15 .88 | High

use of the Palestinian infrastructure and natural

resources

Intervention of political parties in the | 4.08 .86 High

implementation of BOT projects

International regulations imposed on banking | 3.87 .79 High
transactions

Government impose more limitations while | 3.67 .93 High
implementing the partnership contract.

Subsequent governments maydeny the obligations | 3.46 1.12 High
of the previous government

Average 3.97 .78 | High

Results in figure (7) reveal the average mean of political category obstacles
is high with a mean 3.97. which makes this category the highest one in its
influence among the other categories. Arithmetical means in this category
varieties from 3.39 to 4.29. Three items rated a very high level of influence,
the highest is: “The strict Israeli control over large areas (Area C)” mean
4.29, and “Israeli Military dominance and restrictions on the use of the
Palestinian infrastructure and natural resources” mean 4.195. The obstacle
with lowest influence in this category is: “Subsequent governments can

deny the obligations of the previous government with a mean 3.39 with a
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medium level influence. have emphasized Results show the absence of
political stability is one of the prime barriers for the implementation of
BOT. This result agrees with the majority results of the previous studies
and literature review. F. Lokiec, R. Meerovitch. (2013) wrote "A stable
political environment in the relevant developing country is a mandatory
pre-condition for the successful implementation of BOT projects. Private
sponsors are not willing to spend the substantial amounts of time and
money required to put together a BOT project, and then remain at risk for
the 10 to 25 year periods that are typically required, if they cannot count on
political stability and continuity over this period”. (Aziz,2013) wrote "a
stable political situation and favorable legislation regulation are considered
as the most important factors in view of the concessionaires".

Table (14) inhabits the government officials’ responses on political
obstacles with a mean 3.97. Three items scored very high influence, the
highest were: “The strict Israeli control over large areas (Area C)” mean
4.39 and “Israeli Military dominance and restrictions on the use of the
Palestinian infrastructure and natural resources” mean 4.24. The obstacle:
“Subsequent governments may deny the obligations of the previous
government” is the lowest mean3.32described as medium level influence.
Table (15), shows the mean responses of the businessmen. Results
appearing in this table reveal that the averageof political obstacle is 3.97,
described as a high level of influence. The following items are the highest
one’s: The Israelis occupation orders, field practices and policies "mean

4.37 and, the strict Israeli control over large areas (Area C) mean 4.19 with
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a very high level influence. Lowest mean 3.46 " Subsequent governments
can deny the obligations of the previous government".

A Comparing response of government officials and businessmen reveal that
their rating to the political obstacles appears is the same means 3.97. Both
parties agree on the lowest influencing obstacle which is: “Subsequent
governments may deny the obligations of the previous government”
described as median level influence which indicates that development
cannot be establish in Palestine without full power control over large areas
of development projects, Projects can be developed in partnership with the
private sector in the BOT strategy, especially in the areas of the Palestinian
Authority, and unite efforts to make them successful, but it is not enough to
become viable projects for the private sector, in addition to limited
extensions. Nevertheless, the political situation in Palestine is complicated
because of the geographical division of areas in A, B, and C. Implementing

such projects under this division is not easy.

5.2.5 Social obstacles

Minor question: What is the level of influence of the social obstacles on the
adoption of BOT strategy in water and energy sectors in Palestine?

Social obstacles that may hinder the adoption of BOT strategy in water and
energy sectors in Palestine counted five items. The study tool of data
collection “the questionnaire” required the sample population of the study
to answer the question by rating the level of influence of those obstacles.

Answers were treated and analyzed through SPSS. Results are as given in
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figure (8) That represents the attitudes of the sample as a unit, table (16)
represents the attitudes of the government officials and table (17)

represents the attitudes of the businessmen.
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Figure (8): means of Social obstacles (overall). (look to table num 53 in appendix)

Table (16): Social obstacles, government employee’s responses

) mean | Std.

items .. Level

deviation

Absence or weak guarantees regarding public misuse 4.08 .97 | High
of BOT facilities
The prevailing public culture does not drive towards 3.76 1.00 | High
the profitability of the private sector
Investor linkages and their references 3.76 .73 | High
Low investor confidence in government and societal 3.70 .86 | High
intentions
Low public confidence in investors intentions 3.61 .88 | High
Average 3.78 .58 | High
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Table (17): Social obstacles, businessmen responses

mean Std.
Items . Level
deviation
Absence or weak guarantees regarding public 3.91 .95 High
misuse of BOT facilities
The prevailing public culture does not drive towards | 3.83 .96 High
the profitability of the private sector
Low investor confidence in government and societal | 3.79 91 High
intentions
Investor linkages and their references 3.70 .82 High
Low public confidence in investors intentions 3.63 1.00 High
Average 3.77 .61 | High

As appearing in figure 8 social obstacles are high in their influence with an
average 3.775. The highest among them is: Absence or weak guarantees
regarding public misuse of BOT facilities” with a mean 3.995 The
obstacles rated lowest influence (high level of influence) was: Low public
confidence in investors intentions” with a mean 3.62. Literature and logic
donates that the absence or weak guarantees for the public misuse will
result into a lot of risks and losses. Therefore, businessmen will be
reluctant to invest, and even when they do, they will remain under tension
because of fearing about the fate of their assets.

Results in table 16, which represent the mean responses of the government
officials, reveal that the average of influence of the obstacles is 3.78 with a
high level influence on all items. The item with highest level of influence is

Absence or weak guarantees regarding public misuse of BOT facilities
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“mean 4.08. The items rated lowest influence (high level of influence) was:
Low public confidence in investors intentions” with mean 3.61.

Table 17, represents the responses of the businessmen rating to the social
obstacles. Results appearing in this table reveal that: the average of this
category of obstacle is 3.77, which is a high level of influence for all
obstacles in this category. In view of the businessmen, the highest level of
influence among them was: Absence or weak guarantees regarding public
misuse of BOT facilities “with mean 3.91 and the lowest is Low public
confidence in investors intentions” with mean 3.63.

Comparisons between the responses of government officials and
businessmen reveal that their ranking of social obstacle is close to each
other with means 3.77 and 3.78. Even they agree with each other on the
level of influence of the list of social obstacle, and this agreed with

Literature (Sabri, S.,2015).

5.2.6 Technical obstacles

Minor question: What is the level of influence of the technical obstacle on
the adoption of BOT strategy in water and energy sectors in Palestine?

Technical obstacle that may hinder the adoption of BOT strategy in water
and energy sectors in Palestine counted six items. The study tool of data
collection “the questionnaire” asked the sample members of the study to
answer the question by rating the level of influence of those items. Answers
were treated and analyzed through SPSS. Results are as given in figure (9)

that represents the attitude of the sample as a unit, table (18) represents the
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attitudes of the government officials and table (19) represents the attitudes
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w

Figure (9): Technical obstacles, means of study sample responses. (look to table num

54 in appendix)

Table (18): Technical obstacles, government employee’s responses

" mean Std. Level

ems deviation

Lack or weakness of feasibility studies related to 3.86 .90 | High

BOT projects

The absence of standards governing the expected 3.84 1.02 | High

performance specifications

Lack of government experience in BOT projects 3.77 .99 | High

management

Government and investors don’t possess the 3.69 .85 | High

sufficient awareness regarding BOT

Inefficient use of resources in BOT project 3.57 94 | High

Lack of experience with the contractor and investors 3.49 1.04 | High
Average 3.70 .61 | High
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Table (19): Technical obstacles, businessmen responses

Obstacles mean ) Std L Level
deviation

The absence of standards governing the expected 3.84 .97 High
performance specifications
Government and investors don’t possess the 3.80 .80 | High
sufficient awareness regarding BOT
Lack or weakness of feasibility studies related to 3.75 1.02 High
BOT projects
Lack of government experience in BOT projects 3.73 .93 High
management
Inefficient use of resources in BOT project 3.64 .89 High
Lack of experience with the contractor and 3.47 1.03 High
investors

Average 3.70 .59 | High

figure 9 reveals that the average of technical category obstacle ishigh with
a mean of 3.70. All items in this category were high level of their influence
with arithmetical means variation from 3.47 to 3.84. The highest level of
influence in this category of obstacle was: “The absence of standards
governing the expected performance specifications” mean 3.84, and
“Government and investors don’t possess the sufficient awareness
regarding BOT” with mean 3.81. The least influencing items was “Lack of
experience with the contractor and investors mean 3.47 with high level of
influence. Literature shows that, with the absence of performance
standards, each party claims the right to understand project specifications
on its own. As a result, many conflicts erupt, not only between the

government and investors but also with contractors and field workers as
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well. Besides that, many impediments as delays and increase in the
functional cost are the ultimate consequences of such absence.
Government officials’ responses as appearing in table 18, show that the
average of technical obstacles is 3.70, which is described as high level of
influence. All items were high in their influence with means variation from
3.86 to 3.49. The government officials felt that the highest technical items
were: “Lack or weakness of feasibility studies related to BOT projects”
mean 3.86, and “The absence of standards governing the expected
performance specifications” mean 3.84. The lowest item was “Lack of
experience with the contractor and investors” with a mean 3.49.
Table 19, represents the responses of the businessmen. Results appearing in
this table reveal that the average of technical obstacle was 3.70, a high level
of influence of all. In view of the businessmen, the highest item was “the
absence of standards governing the expected performance specifications
“with a mean 3.84. while the lowest was “lack of experience with the
contractor and investors” with a mean 3.47.
That indicating the weak public sector ability to conduct feasibility studies
to estimate costs and enter into agreements with the private sector.
A glance to responses of government officials and businessmen reveal
that their rating to the technical obstacles appears the same means
3.70. Both parties agree that: “the absence of standards governing the
expected performance specifications™ is the highest technical obstacle,
and “lack of experience with the contractor and investors” is the

weakest among them, and this agreed with Literature (Toulabi, H.M.,
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2013, p2039) who saw that there are risks in the project which are the
technical issues of the project. The risks specific to the project and do
not have unlike investment risk, are often controlled by the private
sector. Technical risk includes the risk of the customer, preparations,
the expected performance specifications, market, financing,

implemented, and operation.

Past result Conclusion

It is clear that political obstacles are the most dominant factors. Results
show that the occupation and its practices are the central impediments
among the others. Results of other researches show the same conclusion.
Thus it becomes imperative that without the solution of this political issue
many aspects of the Palestinian will remain miserable especially in

achieving sustainable development.

The highest obstacle:
A look to the 55 items grouped into six categorized, below is a list of the
highest that face the adoption of BOT strategy in water and energy sectors

in Palestine. They are as given in three table.
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Table 20: highest five Items face the adoption of BOT strategy from

the study sample point of view.

highest five items Mean | Category | Level of
influence

The strict Israeli control over large areas (Area C) | 4.30 Political | Very high

Absence of the role of the Legislative Council in 4.24 legal Very

passing laws for BOT adoption High

Israeli Military dominance and restrictions on the | 4.20 Political | Very high

use of the Palestinian infrastructure and natural

resources

Some Parties are not convinced that BOT strategy | 4.12 Financial | High

leads to cost reduction

Intervention of political parties in the 4.11 Political | High

implementation of BOT projects

It is clear that political obstacle items were the most dominant factors to the

adoption of BOT in water and energy sectors in Palestine. Statistical results

show that government officials and businessmen agree on four items which

are termed as the highest in their influence. The perceived influence of

items from both parties point of view is given in tables 21 and 22 .

Table 21: The highest five influencing items from the businessmen

point of view

. Mean | Category | Level of

items i
influence

The Israeli occupation orders, field practices and | 4.37 | political | Very high

policies

Absence of the role of the Legislative Council in | 4.21 | legal Very High

passing laws for BOT adoption

The strict Israeli control over large areas (Area C) | 4.20 | Political | Very high

Israeli Military dominance and restrictions on the | 4.16 | Political | High

use of the Palestinian infrastructure and natural

resources

Intervention of political parties in the 4.08 | Political | High

implementation of BOT projects

Some Parties are not convinced that BOT strategy | 4.08 | Financial | High

leads to cost reduction
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Table 22: The five highest influencing obstacles from the government

officials point of view

items Mean | Category | Level of

influence
The strict Israeli control over large areas (Area C) | 4.39 | Political Very high
Absence of the role of the Legislative Council in 4.27 | legal Very High
passing laws for BOT adoption
Israeli Military dominance and restrictions onthe | 4.24 | Political Very high
use of the Palestinian infrastructure and natural
resources

Some Parties are not convinced that BOT strategy | 4.16 | Financial | High
leads to cost reduction

Intervention of political parties in the 4.14 | Political High
implementation of BOT projects

Tables 21 and 22 show that while the government official perceive
“Absence of the role of the Legislative Council in drafting BOT laws”
obstacles very high in its influence, businessmen perceived “Some parties
are not convinced that BOT strategy leads to cost reduction” Results show
that the occupation and its practices are the central obstacles among the
others. Conclusions of this research agree with the those of the previous
researches that the core obstacles to the adoption of BOT is the political
one (F. Lokiec, R. Meerovitch. 2013, p7). That is more insisting because of

the fact of the Israeli occupation to Palestine.

5.3 Results related to the second main question, which reads:

Are there any statistically significant differences at the significance level (a
= 0.05) in the obstacles to the adoption of the BOT strategy in Water and
Energy sectors in Palestine attributed to the following variables: gender,

age group, institutional reference, functional status, years Experience,
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qualification, specialization, and persuasion? Answers for each of the
following variables are given below:
5.3.1 Gender variable
To examine the first component of the question which is related to gender

variable, t Test was used. The results are as given in table (23):

Table (23): t. Test Results for gender variable

Signific

Category gender | Counts | Mean | St. Dev. T
ance

Male | 102 | 3.6399 | .74086
Legal -3.622- | .000
Female 79 3.9885 | .55381

Male 102 | 3.7922 | .60152
Administrative -2.206- | .029

Female 79 3.9553 | .38957

Male 102 | 3.7576 | .55693

Financial -.224- .823
Government Female| 79 |3.7733| .38676
Officials
Male 102 | 3.9580 | .50441
(Water & Political -.372- 711
Energy) Female | 79 3.9873 | .54432
Male 102 | 3.8020 | .64944
Social 571 569
Female 79 3.7544 | 47062
Male 102 | 3.5572 | .66770
Technical -3.967- .000
Female 79 3.8924 | .46764
Male 79 3.8919 | .34796
Total -2.158- .032
Female | 102 | 3.6399 | .74086
Male 191 | 3.8425 | .64389
Legal 1.195 | .316
Businessmen Female 4 3.3409 | .83443

Male 191 | 3.8545 | .55256 939 415
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Administrative| Female 4 3.5167 | .71466

Male 191 | 3.7982 | .59630

: : 625 575
Financial Female 4 3.5909 | .65765
Male 191 | 3.9865 | .77849

" 3.036 .049
Political Female 4 3.2500 | .47201
Male 191 | 3.7843 | .60207

1.381 .260

Social Female| 4 |3.1500 | .91469

Male 191 | 3.7059 | .59215
Technical 999 838
Female 4 3.6250 | .72489

Male 191 | 3.8286 | .46481

Total 1.207 312
Female 4 3.4122 | .68674

.Statistically significant at significance level (0.05)

Table (23) shows that there are statistically significant differences at the
level of significance (o« = 0.05) in obstacles of adopting BOT strategy in
Water and Energy sectors in Palestine attributed to gender variable. This
deference was on the total degree of government employees with reference
to the following categories: legal, administrative and technical.

There were no statistically significant differences at the level of
significance (a = 0.05) in obstacles of adopting BOT strategy in water and
energy sectors in Palestine attributed to the gender variable to the following
categories: financial, political and social. that is to say, the responses of
respondents on the third, fourth and fifth dimensions are not affected by the

gender variable as they are aware of the physical. The researcher pointed
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out that the legal, administrative and technical obstacles is procedures and
models perceived by the parties nor undisputed.

For classified businessmen (A), there were no statistically significant
differences at the level of significance (o= 0.05) in the obstacles of
applying the BOT model in the Palestinian infrastructure due to the gender
variable on the total score and legal, administrative, financial, social and
technical dimensions, that is to say, the available information on
partnership with BOT strategy available equally to both gender.

While there are differences on the fourth dimension. It seems from the
arithmetic averages that it was for males; because males are more aware of
political drawbacks than females and are more interested and

knowledgeable about the political side.
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Table (24): t. Test Results for overall samples

Signific

Category gender |Counts| Mean |St. Dev. T ance

Male 233 | 3.8205 | .68458
Legal -1.032- | .309
Female | 27 | 3.9596 | .66006

Male 233 | 3.8641 | .58136

o _ -.570- 572
Administrative | Female 27 3.9111 | .38028
Govern
ment Male 233 | 3.8088 | .58068
Officials _ _ 1.235 .223
Financial Female 27 3.7104 | .36367
( Water
& Male 233 | 3.9871 | .74261
N 1.350 | .185
Energy) Political Female 27 3.8201 | .59113
&busine Male | 233 |3.8180 | .62493
ssmen _ 1.555 129
Social Female 27 3.6593 | .48616
Technical Male 233 | 3.0637 | .50914
-2.071- | .046

Female | 27 | 3.2407 | .40912

Female 27 3.7169 | .37599
Total 129 .898
Male 233 | 3.8205 | .68458

Table shows that there are no statistically significant differences at the level

of significance (o = 0.05) in the obstacles of adopting the BOT model in

the Palestinian infrastructure due to the gender variable on total score and

on the first, second, third, fourth and fifth dimension where the level of
significance of the values of (T) is greater than (0.05), thus accept the null

hypothesis
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Are there any statistically significant differences at the significance level (a

= 0.05) in the obstacles to the adoption of BOT strategy in Water and

Energy sectors in Palestine attributed to age variable? To answer the

question one-way ANOVA Test was adopted. The results are as shown in

table (25) below:

Table (25): significance attributed to age variable.

Groups

et Sou.rce of Sum of DF Mean F Sy
variance sguares Square
Between
Legal Groups 4.013 4 | 1.003 2186 | 072
Within Groups | 80.756 | 176 | .459
Total 84.769 | 180
Between 1.776 4 444
Administrative Groups . . 1635 .167
Within Groups | 47.791 | 176 | .272
Total 49.567 | 180
Between
Financial .G.roups -2 : ggg 1.264 .256
Within Groups | 41.805 | 176 | -
Government Total 43.006 | 180
Officials
Water and Between 2.338 4 .584
Energy) Political _G_roups 264 2.212 ) .070
Within Groups | 46.508 | 176
Total 48.846 | 180
Between
Social _G_rOUDS 2754 | 4 ggg 2.118 | .081
Within Groups | 57.222 | 176 | °
Total 59.976 | 180
Between
rechmical Groups 1.637 4 409 1100| 358
Within Groups | 65.451 | 176 | .372
Total 67.088 | 180
Between
Total 1502 | 4 | 375 [1.792] .132
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Within Groups | 36.868 | 176 | .209
Total 38.370 | 180
Between
Legal Groups 48442 g | asg
Within Groups | 81.363 | 190 | .428
Total 81.846 | 194
Between 023 4 006
Administrative Groups . . 018 | 999
Within Groups | 59.967 | 190 | .316
Total 59.991 | 194
Between
Financial .G.roups o ’ gég 1.164/ .328
Within Groups | 67.375 | 190 | -
Total 69.026 | 194
Between 044 4 011
: . Groups ' ' .018 | .999
Businessmen|  Political et G oups [117.899 | 100 | 62L
Total 117.943 | 194
Between
Social _Groups 36 ) 4 ggg 246 | 912
Within Groups | 72.583 | 190 | °
Total 72.959 | 194
Between
Technical Groups o ’ o 452 | 171
Within Groups | 67.581 | 190 | .356
Total 68.224 | 194
Between
ot Groups .084 4 021 092 | o8s
Within Groups | 43.060 | 190 | .227
Total 43.144 | 194

Statistically significant at significance level (0.05)

Table 25 shows there are no statistically significant differences at the level

of significance (o = 0.05) in the obstacles of BOT strategy adoption in the

Palestinian Water and Energy due to age variable. As total score and all

dimension where the level of significance of the values of (f) is greater than

(0.05), thus accept the null hypothesis
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The researcher pointed out to the fact that age difference does not affect on
their understanding for partnership obstacles of BOT strategy in six areas.
This is consistent with classified business (A) if there were no statistically
significant differences at the level of significance (o= 0.05) in the
application obstacles of the BOT model in the Palestinian infrastructure
due to the variable age group on all dimensions and the total score, where
the significance level for the values of (P)(0.05). This accepts the
hypothesis.

This indicates that the respondents in the public-private sectors are not
affected by their opinions and convictions about the drawbacks in the six
fields according to their ages, but they agree on the existence of these
obstacles. The researcher indicates that the majority of age group, which
responses were high and converging. Additionally, the presence of
knowledge provided by technology has reduced the differences in the
perception of obstacles to partnership by the BOT strategy. Thus receiving

the knowledge provided by technology not related to age.
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Category Sou.rce of Sum of DF Mean F Sig.
variance squares Square
Between
Legal Groups 3345 1 4 1836 1 000 | 125
Within Groups |117.176 | 255| .460
Total 120.522| 259
Between 1532 | 4 383
Administrative Groups . . 1.210 |.307
Within Groups | 80.693 | 255| .316
Total 82.225 | 259
Between
Financial .G.roups adl I SE 1.961 | .101
Within Groups | 79.457 | 255| -
Total 81.900 | 259
Govel_’n_ment Between e )
(Vciftfﬂf‘d Political _Groups | - 223 118 | .976
Energy) Within Groups | 137.448|255| -
& businessmen Total 137.701| 259
Between
Social _Groups L1431 4 233 757 | 554
Within Groups | 96.216 | 255|
Total 97.359 | 259
Between
Technical Groups o ’ i 687 | .602
Within Groups | 64.554 | 255| .253
Total 65.250 | 259
Between
. Groups 736 | 4 | .184 851 | 404
Within Groups | 55.158 | 255| .216
Total 55.894 | 259

Table 26 shows that there were no statistically significant differences at the

significance level of (a= 0.05) in the obstacles of adopting the BOT model

in the Palestinian infrastructure from the point of view of workers in Water

and Energy Authorities and the classified businessmen due to the variable

age group.
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5.3.3 Institutional Reference variable:

Are there any statistically significant differences at the significance level (a
= 0.05) in the obstacles to the adoption of the BOT strategy in the Water
and Energy sectors in Palestine attributed to the institutional reference
variable?

To answer this question t. Test was used, the results are as shown in

table (27)

Table (27): statistical differences attributed to the institutional

St.
Reference | num mean deviatio| T |Sig.
n
Water | 121 3.9106 67949 00
Legal 3.463 | °
d Energy | 60 3.5530 64092 1
Water
Administrative 121 3.9537 52802 3.516 00
Energy | 60 3.6811 47174 1
. _ Water | 121 3.8415 43385 00
Financial .
Governmen Energy | 60 | 36001 | 55621 | 2o | 6
t Officials Water | 121 | 4.029 0974
(Water and Political 02% | o 2.151 03
Energy) Energy | 60 3.8524 52733 4
Water
Social 121 3.9322 52189 - .00
Energy | 60 3.4767 56699 0
Wat
Technical ater | 121 3.8554 59859 £ 330 .00
Energy | 60 3.3972 51539 0
Water
Total 121 3.9205 44802 4857 .00
Energy | 60 3.5949 | .41234 0

Statistically significant at significance level (0.05)

Tables 27 Show that here were statistically significant differences at the
level of significance (a= 0.05)) in the obstacles of BOT strategy adoption
in water and energy sectors in Palestine on the total score and all

dimensions. where the significance level of the T values is less than (0.05)
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It appears from the arithmetic averages that it was in favor of the Water
Authority. This is due to the awareness of the Water Authority employees
of the importance of the obstacles to the water sector, especially from the
Israeli side, specifically in the final file of the negotiations and is related to
the size of the restrictions imposed by the occupation on water. Thus, it

rejects the null hypothesis.

5.3.4 functional variable

There were no statistically significant differences at the level of
significance (a= 0.05) in the application obstacles of the BOT model in the
Palestinian infrastructure from the point of view of the employees in Water
and Energy Authorities due to the functional variable.

To examine the hypothesis, use ANOVA and Table 28 shows the results
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Table (28): analysis results of the single variance to indicate the
the BOT model

differences in the obstacles of applying in the

Palestinian infrastructure from the point of view of employees in

Water and Energy Authorities

The variance | Total Df. | mean Value | Sig.
dimensions Source | deviation squares | f
squares
employees | The first Between
in the dimension: groups 1.266 3 422 805 445
Water, legality Inside 83503 |177| 472 ' '
Energy groups
and The total | 84.769 | 180
Natural The second Between
Resources | dimension: groups 459 3 153 5651 648
Authority | administrative | Inside 49108 |177| 277 ' '
groups
The total | 49.567 | 180
The third Between
dimension: groups 1.833 3 .611 2627 | 052
financial Inside 41173 | 177 .233 ' '
groups
The total | 43.006 | 180
The fourth Between
dimension: groups 2.084 3 .695 2630 | 052
political Inside 46761 | 177 | 264 ' '
groups
The total | 48.846 | 180
The fifth Between
dimension: groups 2.426 3 .809 5487 | 062
social Inside 57550 | 177 .325 ' '
groups
The total | 59.976 | 180
The sixth Between
dimension: groups 439 3 146 389 761
technical Inside 66.648 | 177 | 377 ' '
groups
The total | 67.088 | 180
Total Between .585 3 .195 913 | .436
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groups

Inside
groups
The total | 38.370 | 180

37.785 | 177 | .213

Table (28) shows that there are no statistically significant differences at the
level of significance (a= 0.05) in application obstacles of the BOT model in
the Palestinian infrastructure from the perspective of the employees in
Water and Energy Authorities Due to the variable functional characteristics
on all dimensions and the total score. where the significance level of the
values of (P) is greater than (0.05). This accepts the hypothesis.

The researcher concludes that the general information about partnership
projects are equally available to all. The parties have knowledge of what is
being said about partnership and in-depth knowledge of contracting with

the private sector. Therefore, their awareness of the obstacles were equal.

Table (29): Results of One Way ANOVA test (overall)

variance Total mean |Value
The dimensions deviation | Df. Sig.
Source squares | f
squares
Between
_ groups 2.939 4 .735
Government d'.l'hefl!'st. — 1.593 | .176
officials |Imen|s_|on. MSI0C 1 117583 | 255 | 461
(water & egality groups
energy) The total | 120.522 | 259
&
Between
businessmen | Thesecond | "0 ' 0| 2053 | 4 | 513 | 1.632| .167
dimension: group
administrative
Inside | 80-173 |[255| 314
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groups

The total | 82.225 | 259

Between
The third groups 1.476 1 369
dimension: _ 1.170| .325
financial Inside 80424 | 955 | 315
groups

The total | 81.900 | 259

Between
The fourth groups 1.060 4 .265
dimension: _ 495 | 740
political Inside | ax 001 | 955 | 536
groups
The total | 137.701 | 259
Between
Thefifth | groups | 2188 | 4 | 547
dimension: _ 1.465| .213
social Inside | 5175 | 255| 373
groups '
The total | 97.359 | 259
Between
The sixth groups .379 4 .095
dimension: _ 372 | .828
technical Inside | o 071 | 255| 254
groups ' '

The total | 65.250 | 259

Between
oups | 6% | 4 | .58
Total _ 731 | 571
Inside | o060 | 55| 217
groups

The total | 55.894 | 259

Table (29) shows that there are no statistically significant differences at the

level of significance (o= 0.05) in application obstacles of the BOT model in
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the Palestinian infrastructure from the perspective of the employees in
Water and Energy Authorities& businessmen Due to the variable functional
characteristics on all dimensions and the total score. where the significance

level of the values of (F) is greater than (0.05). This accepts the hypothesis.

5.3.5 Years of experience:

Are there any statistically significant differences at significance level (a =
0.05) in the obstacles of the BOT strategy adoption in Water and energy
sectors in Palestine attributed to years of experience variable? To answer
this question One Way ANOVA Test was adopted. The results are as

shown in table 30:

Table (30): results of the single variance differences attributed to the

years of experience

Category Source of[Sum of|DF |Mean [F Sign.
Variance squares square
Government |Legal Between
officials groups 7541 | 4 | 1885 4.296 | .002
Water & Within groups| 77.229 | 176 | .439
energy) Total 84.769 | 180
Administrative |Between
groups 5361 | 4 | 1340 1 5436 | 000
Within groups| 44.206 | 176 | .251
Total 49.567 | 180
Financial Between
groups 20571 4 g%g 2.210 | .070
Within groups| 40.949 | 176 | °
Total 43.006 | 180
Political Between
groups 5442 | 4 1'234670 5.517 | .000
Within groups| 43.404 | 176 |
Total 48.846 | 180
Social Between 2150 | 4 | 538 | 1636 | .167
groups 399
Within groups| 57.826 | 176 |
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Total 59.976 | 180

Technical Between
groups 16624 | 4 | 4.156 14.495 | .000
Within groups| 50.463 | 176 | .287
Total 67.088 | 180

Total Between
groups 4.281 | 4 1 1070 5.525 | .000
Within groups| 34.089 | 176 | .194
Total 38.370 | 180

Category Source of[Sum of|DF |Mean [F Sign.
variance squares square

Businessmen |Legal Between 681 4 170 399 .809

groups
Within groups| 81.165 | 190 | .427
Total 81.846 | 194

Administrative|Between 661 4 165 530 714
groups
Within groups| 59.329 | 190 | .312
Total 59.991 | 194

Financial Between 1357 | 4 339 .953 435
groups .356
Within groups| 67.669 | 190
Total 69.026 | 194

Political Between 489 4 122 .198 939
groups .618
Within groups|117.454 | 190
Total 117.943| 194

Social Between 732 4 183 481 750
groups .380
Within groups| 72.228 | 190
Total 72.959 | 194

Technical Between 2.008 | 4 502 1.440 | .222
groups
Within groups| 66.217 | 190 | .349
Total 68.224 | 194

Total Between 142 4 .036 157 .960
groups
Within groups| 43.001 | 190 | .226
Total 43.144 | 194

Statistically significant at significance level (0.05)
Table 30 (years of experience) shows that there are statistically significant
differences in adopting BOT strategy in water and energy sectors in

Palestine attributed to the years of experience. To find out in favor of
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which category those difference is, L.S.D test was used. Results are as

appearing in table (31) below:

Table (31): L.S.D differences test for years of experience.

to | 5- less | 10-less | 15and | Sig
less than 10 | than 15 | above
years| than 5
.02064

Category Years of
experience

Legal Less than 2 .92

obstacles

.09848- | .52706- | .06291-

.11912- | .54769- | .08355-
2-less .

than5

.03557

42857-

*

5-less
than10

10-less
than15
15-above

Category Years of
experience

Administrative | Less than 2

2-less
than5

5-less
than10

10-less
than15
15-above

Political Less than 2
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2-less

than5

5-less
than10

10-less
than15
15-above
Technical Less than 2

2-less

than5

5-less
than10

10-less
thanl15
15-above
Total Less than 2

2-less

than5

5-less
than10

10-less
than15
15-above

Table 31shows that there are statistically significant differences at the level
of significance (a= 0.05) in of the BOT model in the Palestinian
infrastructure based on government official responses in the legal category

were: between (less than 2 years) and (10 to less than 15) in favor of 10 to
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less than 15. between (2 to less than 5 years) and (10 to less than 15 years)
in favor of 10 to less than 15. Between (5 to less than 10 years) and (10 to
less than 15) in favor of 10 to less than 15 years. Between (10 to less than
15 years) and (15years and above) in favor of 15 years and above. Such
results show that the higher years of experience are, the stronger they
perceive those obstacles.

The L.S.D test shows that the differences were in favor of category (10-15)
years. The researcher pointed out to the fact that this category represents a
link between developments in the BOT projects and what was done in
previous contracts with the private sector.

As for the business sector, there were no statistically significant differences
at the significance level of (e= 0.05) in the obstacles of adopting the BOT
strategy in water and energy sectors in Palestine due to the variable years of

experience.

Table (32): results of the single variance differences attributed to the

years of experience(overall)

Category Source of|]Sum of|[DF Mean [F Sign.
Variance |squares square
Go_vgrn ment Legal Between 972 4 | 243
officials (water groups
& energy) Within | 1o ceo [oss | aso | |
& businessmen groups ' '
Total 120.522 | 259
Administrative Bgttj/vesen 191 4 030
e 094 | 984
82.105 |255| .322
groups
Total 82.225 | 259
Financial Between 1377 4 344 | 1.090 | .362
groups 316
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Within 80.523 | 255
groups
Total 81.900 |259
Political Between 1435 4
groups 359
Within 534 | 671 | 612
136.266 | 255 |
groups
Total 137.701 | 259
Social Between 508 4
groups 27
Within 3g0 | 334 | 855
06.852 |255| °
groups
Total 97.359 | 259
Technical Breotxvesen 276 4 194
3Vith"i’n 768 | 547
64.473 | 255| .253
groups
Total 65.250 | 259
Total Bfotx"ese” 237 | 4 | 059
3Vith'?n 272 | 896
groups 55.657 |255| .218
Total 55.894 | 259

Table 32 shows that there were no statistically significant differences at the

significance level of (a= 0.05) in the obstacles of adopting the BOT model

in the Palestinian infrastructure from the point of view of workers in Water

and Energy Authorities and the classified businessmen(A) due to the

variable years of experience.

5.3.6 Academic qualifications:

Are there any statistically significant differences at significance level (o =

0.05) in the obstacles of the BOT strategy adoption in Water and energy

sectors in Palestine attributed to academic qualifications variable? To

answer this question One Way ANOVA test was adopted. The results are

as shown in table (33):
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Table (33): Results of One Way ANOVA test, government official’s

responses attributed to academic qualifications.

Category Source | Sum of | DF | Mean |F Sign.
of squares square
variance
Go_ve_rnment Legal Between 1.890 3 630
officials Groups
(water & Within | oo [ 177 | wes | o | 2
energy) groups ' '
Total 84.769 | 180
Administrative gfgvl:/egn 1713 3 571
it 2.112 | .100
47.854 | 177 | .270
groups
Total 49.567 | 180
Financial Between
Groups 376 3 125
Within 241 | 21 | 669
42,630 | 177 | °
groups
Total 43.006 | 180
Political Between
Groups 1.007 3 .336
Within 270 | 1243 | 296
47.838 | 177 '
groups
Total 48.846 | 180
Social Between
Groups 970 3 323
Within 333 | 969 | 408
59.007 | 177 | °
groups
Total 59.976 | 180
Technical CB;(?E)VI\J/SEn 2536 3 845
Within 2.318 | .077
groups 64.552 | 177 | .365
Total 67.088 | 180
Total DoWeen | 1021 | 3 | 340
Wit 1.613 | .188
37.349 | 177 | 211
groups
Total 38.370 | 180
Category Source | Sum of | DF | Mean |F Sign.
of square square
variance
Businessmen | Legal Between 1520 3 507 1.205 | .309
Groups
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WIthin | g 396 | 101 | 421
groups
Total 81.846 | 194
Administrative CB;(EBVI\J/ezn 637 3 212
Withipn .683 | .563
aroups 59.354 | 191 | .311
Total 59.991 | 194
Financial Between
Groups 1.208 3 403
Within 355 1.134 | .337
67.818 | 191 | -
groups
Total 69.026 | 194
Political Between
Groups 4.496 3 1.499
Within 594 2.523 | .059
113.447 | 191 |
groups
Total 117.943 | 194
Social Between
Groups | 181 | 3 | 304
Within 376 1.048 | .373
71778 | 191 |
groups
Total 72.959 | 194
Technical gngl\J/egn 2416 3 .805
Withipn 2.338 | .075
65.808 | 191 | .345
groups
Total 68.224 | 194
Total gfg":egn 579 | 3 | .193
Within R B
42564 | 191 | .223
groups
Total 43.144 | 194

Statistically significant at significance level (0.05)

Table 33 Shows that there were no statistically significant differences at the
level of significance (a= 0.05) in the obstacles adopting BOT strategy in
the Palestinian Water and Energy sectors due to the variable of the
scientific qualification in view of all sample members (government

employees and businessmen).
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Table (34): Results of One Way ANOVA test, government officials

responses attributed to academic qualifications(overall)

Category  |Source of[Sum  of|DF |Mean F Sign.
variance squares square
Government |Legal Between
officials ( water Groups 717 3 239 511 | .675
& energy) Within groups| 119.805 |256| .468
& businessmen Total 120.522 |259
Administrat|Between
ive Groups 134 3 245 769 | 512
Within groups| 81.491 |256| .318
Total 82.225 |259
Financial |Between
Groups 835 1 3 ﬂ? 879 | 453
Within groups| 81.065 |256|
Total 81.900 [259
Political Between
3.759 3
Groups 1255 | 2.395 | 069
Within groups| 133.942 |256| -
Total 137.701 |259
Social Between
Groups 1.662 3 g?i 1.482 | .220
Within groups| 95.698 |256|
Total 97.359 |259
Technical |Between
Groups 292 3 097 383 | .765
Within groups| 64.958 |256| .254
Total 65.250 |259
Total Between
Groups 700 3 233 1.083 | .357
Within groups| 55.194 |256| .216
Total 55.894 |259
Category |Specialization |counts |Mean |St. Dev. |T Sign.
Legal Humanities 100 | 3.7209 | .73427
Scientific 81| 3.8799] .61504| 18| 115
Administrat| Humanities 100 | 3.8747| .58873 332 | 741
Government ive Scientific 81| 3.8494 | .43624 ' '
officials Financial | Humanities 100 | 3.8318| .56061 2168| 032
(water & Scientific 81| 3.6813| .36875 ' '
energy) Political Humanities 100 | 3.9629 | .53707 _299.| 819
Scientific 81| 3.9806 | .50343| '
Social Humanities 100 | 3.8600 | .63786
Scientific 81| 3.6840 | .47840 21201 035
Technical | Humanities 100 | 3.7233| .62953 488 | .626
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Scientific 81| 3.6790 | .58912
Humanities 100 | 3.8289 | .52796
Total Scientific 81| 3.7924 | .36598
Humanities 100 | 3.7209 | .73427 549 | 584
Specialization |Counts |[Mean |St. dev. |T Sign.
Legal Humanities 132 | 3.8705| .63791
Scientific 63| 3.7518 | .67127 1173 243
Administr | Humanities 132 | 3.8465| .51151 [-.035- |.972
ative Scientific 63| 3.8497 | .64402
Financial | Humanities 132 | 3.8485| .63509 |2.034 [.044
Scientific 63| 3.6797 | .49142
Businessmen  |Political Humanities 132 | 3.9903 | .84270 538 | 501
Scientific 63| 3.9320 | .63207 ' '
Social Humanities 132 | 3.7758 | .65150
Scientific 63| 3.7619 | .52898 158 874
Technical | Humanities 132 | 3.7336 | .55559 03s| 351
Scientific 63| 3.6429 | .66523 ' '
Total Scientific 63| 3.7697 | .47338(1.030 |[.305

Table (34) shows that there are no statistically significant differences at the
level of significance (o = 0.05) in the obstacles of applying the BOT model
in the Palestinian infrastructure due to the variable of scientific
qualification on all dimensions and the total score where significance level
of the values of (f) is greater than (0.05). Thus, it accepts the hypothesis.
The researcher pointed out that the awareness of respondents to the
obstacles of partnership in the six fields were not affected by the different
qualification of respondents. Although their qualifications differ, they work
in the Energy and Water Authority, two governmental sectors. The work
they do is primarily administrative work, that is to say, their understanding
of the four obstacles is the result of their work and the availability of
information about them despite the differences of qualification. This is

consistent with businessmen. The researcher pointed out the fact that the
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interests of businessmen investment are not related to their scientific

qualifications.

5.3.7 Specialization:

Are there any statistically significant differences at significance level (a =
0.05) in the obstacles of BOT strategy adoption in Water and energy
sectors in Palestine attributed to specialization variable? To answer this

question t. Test was adopted. The results are as shown in table (35):
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Table (35): t. Test results of significance attributed to specialization

Category gﬁemallzatl counts [Mean  |St. Dev. [T Sign.
Legal Humanities 100 | 3.7209 | .73427
Scientific 81| 3.8799| 61504| 87| 115
Administrativ| Humanities 100| 3.8747| .58873 332 | 741
e Scientific 81| 3.8494| .43624 ' '
Financial Humanities 100 3.8318| .56061
Scientific 81| 3.6813| .36875 2.168 | .032
Gf‘]i."‘?”l‘me”t Political Humanities | 100| 3.9629| 53707| .o | g1
‘(’W;‘t:é";‘s ol Scientific 81| 3.9806| .50343| 77|
energy) Social Hu_mar.u_tles 100| 3.8600| .63786 2120| 035
Scientific 81| 3.6840 | .47840
Technical Humanities 100 | 3.7233| .62953
Scientific 81| 3.6790| .58912 488 | .626
Humanities 100 | 3.8289| .52796
Total Scientific 81| 3.7924| .36598
Humanities 100 | 3.7209 | .73427 549 | .584
EEGCIahzatl Counts [Mean St. dev. [T Sign.
Legal Humanities 132| 3.8705| .63791
Scientific 63| 3.7518| .67127 1173} .243
Administrati | Humanities 132 | 3.8465| .51151 |-.035- [.972
ve Scientific 63| 3.8497 | .64402
Financial Humanities 132 | 3.8485| .63509 (2.034 .044
. Scientific 63| 3.6797 | .49142
E”S'“essme Political Humanities | 132 | 3.9903 | .84270 533 | 501
Scientific 63| 3.9320| .63207 ' '
Social Humanities 132 3.7758| .65150
Scientific 63| 3.7619| .52898 158 | .874
Technical Humanities 132 | 3.7336 | .55559 938 | 351
Scientific 63| 3.6429| .66523 ' '
Total Scientific 63| 3.7697 | .47338(1.030 .305

Statistically significant at significance level (0.05)

Table 35 shows that there are no statistically significant differences at the
level of significance (o = .05) in the obstacles of adopting BOT model
strategy in the Palestinian Water and Energy sectors due to the

specialization variable on the total scores. But on the categories level there
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appears significant differences in the responses of government official on
social and financial categories.
As per the responses of businessmen the significant differences appeared
on the financial category. The researcher pointed out that the financial
aspect is a dilemma in partnership projects, because the financial side is

more linked to corruption, transparency and integrity.

Table (36): t. Test results of significance attributed to

specialization(overall)

Specializ | cou St. .
Category - nts Mean Dev. T Sign.
Legal Humaniti -

e 170 | 3.8278 | .70021 237|813

Scientific 90| 3.8485| .65029 -
Administrati | Humaniti -
ve e 170 | 3.8537 | .55783 503 554

Scientific 90 | 3.8978 | .57594 -

Financial | Humaniti | 20| 58305 | 50549 | 1.68
es 5 .093

Sf?ivctilals (wat Scientific 90 | 3.7242 | .46424

Political Humaniti -
g;er )and e 170 | 3.9672 | .79198 084 933
2 gy Scientific | 90| 3.9746 | 59678 -
. Social Humaniti
businessmen o 170 | 3.8071| .67021 219 877

Scientific 90| 3.7911 | .49073
Technical Humaniti

o 170 | 3.0922 | .48617 133 665
Scientific 90 | 3.0630| .53269
Total Humaniti

o 170 | 3.7310| .48539 248 304
Scientific 90| 3.7165| .42486

Statistically significant at significance level (0.05)
Table (36) shows that there are no statistically significant differences at the

level of significance (o = 0.05) in the obstacles of applying the BOT model
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in the Palestinian infrastructure due to the specialization variable on the
total score and all dimensions, where the level of significance for the values

(T) is greater than (0.05) herein it accepts the null hypothesis.

5.3.8 Persuasion variable:

The sample members were asked: Are you convinced that it is appropriate
to adopt BOT strategy in water and energy sectors in Palestine? Answers

for this question were as shown in table 37:

Table (37): results of the question: Are you convinced that it is

appropriate to adopt BOT strategy

Govt. officials Businessmen Total
Yes 83.6% 87.3% 85.4%
No 16.4% 12.7% 14.6%

Table 37 shows that 85.4 5 of the sample members are convinced that the
adoption of BOT strategy in water and energy sectors in Palestine is a good
choice. Such results show the level of possible support to this strategy
when adopted.

To answer the question: Are there any statistically significant differences at
the significance level (o = 0.05) in the obstacles to the adoption of the BOT
strategy in Water and Energy sectors in Palestine attributed to the persuasion

variable? T. Test was adopted; results are as appearing in table (38):
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Table (38): t. Test results of significance attributed to persuasion

Yes/ No |Counts |Mean |[St. Dev. |T Sign.
Legal Yes 158 | 3.8510| .67504
No 23| 3.3874 | .63649 3.238 003
Administrative Yes 158 | 3.8996 | .52524
No 23| 3.6145| .45835 2.733 010
Financial Yes 158 | 3.7848 | .50666
No 23| 3.6245| .31528 2.079 044
Sf‘]ﬂi"c‘?gl‘;“e”t Political Yes 158 39756 54516] o | oo
(water& No 23| 3.9379| .31306| '
energy) Social Yes 158 | 3.8139| .60280 3.485 001
No 23| 3.5565| .26939| * '
Technical Yes 158 | 3.7310| .61640
No 23| 3.5145| 54336 | 1.754 .089
Yes 158 | 3.8426 | .47940
Total No 23| 3.6059 | .22982
3.866 .000
Yes/no  |Counts [Mean |[St.dev. |T Sign.
Legal Yes 163 | 3.8048 | .63934 - 214
No 32| 3.9716| .69290 | 1.260- '
Administrative Yes 163 | 3.8368 | .57940
NO 320 3.9021 | 42005] /49| 457
Financial Yes 163 | 3.7864 | .60795
Busin No 32| 3.8324 | .54158 -430- -669
essme Political Yes 163 | 3.9869 | .81847
n No 32| 3.8929 | .54429 813 419
Social Yes 163 | 3.7656 | .62681
No 321 3.8000| 54713 L7 753
Technical Yes 163 | 3.6840| .60847 ]
No 32| 3.8073| .50288 1.999- 227
Yes 163 | 3.8108 | .48473|
Total No 32| 3.8677| .40135| -.708- 482

Statistically significant at significance level (0.05)

Table 38 shows that there are no statistically significant differences at the
level of significance (a = .05) in the obstacles of adopting BOT strategy in
water and energy sectors in Palestine from the businessmen point of view

attributed to the persuasion variable.
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The table also shows that: there are statistically significant differences at
the level of significance (o = .of adopting and implementing BOT model in
water and energy sectors in Palestine from the government employees point
of view attributed to the persuasion variable on the total score. Differences
appeared on legal, administrative, financial and social categories in favor of
yes answers.

The researcher stressed that the positive vision of public sector employees
regarding the partnership with the BOT strategy in the infrastructure that
there is a real need for partnership in the water and energy projects, which
contribute to the development of water network projects and generation
power stations, which is a key element in the comprehensive development
The results showed that the respondents with a higher level of belief in
BOT projects had a higher awareness of legal obstacles. This is because of
the conviction that partnership projects may be beneficial to the Palestinian
situation, they face the legal challenge of the activities, instructions and
evidence of the immature partnership due to the absence of legislative
authority. On the other hand, the awareness of the legal obstacles to a lesser
extent may have other experiences that make partnership an inappropriate

option of the Palestinian situation.
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Table (39): t. Test results of significance attributed to persuasion

(overall)
Yes/ No C?:n Mean |St. Dev. T Sign.
ol e R e | o
Administrative || 222 [SSTBLLSTOIO 7., 1 47
B R e R L e
;sx::z;% polical | 25| 222 [39BTBLTSOLI 5o | g
anes | soia e EZREELE | o
Technical | e | 222 [SOTOBLSIIT jop 1 g
e | e {2 PR s | o

Statistically significant at significance level (0.05)

The table (39) shows that: there are no statistically significant differences at
the level of significance (o = 0.05) in the obstacles of adopting BOT model
in the Palestinian infrastructure due to the persuasion variable on the total
score and all dimensions’. where the significance level of the values of (T)

is higher than (o = 0.05) Thus it accepts the null hypothesis.
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Chapter six

Conclusion and recommendations
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Chapter six
Conclusion and recommendations

6.1 Overview

This chapter covered the main recommendations, conclusion, future work

and limitations of the study.

6.2 conclusions

It observed that BOT strategy is one of the most popular strategies for the
various government mainly those in the third world country; this strategy is
mostly used in implementing projects related to public infrastructure where
enormous funds are needed to enable the government to implement such
projects. However, with the existence of financial deficit and the high
demand on implementing project that maintain public services, this became
possible with BOT strategy, it is a partnership between the public and
private sector as the private sector invests the money in implementing
projects and retains the money after the operation of these projects.

The private sector is therefore given the right to operate this facility and
collect the fees in exchange with services provided to the public and after
the certain period of the time as agreed in the contract between the
government and the investor, the ownership is referred to the government
within the condition spited in the contract.

This description donates the stages of BOT strategy adoption. It will prove

that the strategy results in huge volume of benefits to all parties concerned
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(government, investor, and public). This strategy enables the government to
focus on other priority issues besides solving its financial efficiency. It also
enables utilizing updated technology in providing services to the public.
From the economic point of view BOT strategy helps. solving the
unemployment problem and share the financial risks with the private
sector. Those benefits are a simple example of the t total benefits.
However, this does not mean that the BOT strategy is free of risks. For
instance, the concessioner period given to investor might help the private
sector to exploit public money (whether the money was the government’s
or the citizen’s).
There are many risks and obstacles encompassing the adoption of BOT
strategy. They might be classified into (legal, administrative, financial,
political, social and technical). Some of those obstacles appear in the initial
stage while others appear in the construction stage or operation stage up to
the transfer of the property to the government.
In conclusion the adaption of BOT strategy in water and energy sector in
Palestine requires tentative effort to provide convenient environment
(legally, administratively, financially, politically, socially and technically)
aspects.

e this research aims to study and assess the major obstacles facing the
implementation of Build-Operate-Transfer (BOT) model in
Palestinian Infrastructure of water and energy sector , also to
examine the benefits of adopting BOT projects in Palestine, and

identify the legal, financial , administrative, financial, social and
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technical obstacles that impede the application of BOT contracts in
the water sector and energy, and how can they be solved, and also to
make a formulation of a suitable model for BOT contracts in
Palestine.
This research was formulated via reviewing related literature. The
research tools consisted of qualitative and quantitative method. The
questionnaire was the quantitative tool, whereas the qualitative was
conducting interviews with the Decision-makers in the Energy and
Water Authority. Qualitative data was analyzed by SPSS program to
generate descriptive required and to test number of related
hypothesis. The quantitative data was analyzed using the thematic
analysis approach.
The questionnaire consisted of four parts as follows:
Demographic or general information’s.
Legal obstacles.
Management obstacles.
Financial obstacles.
Social obstacles.
Technical obstacles.
This research answered many questions. The main one was, what are
the obstacles for implementing BOT model in Palestinian
infrastructure in the water and energy sector? And this question was
discussed in the following question, what are the legal, financial,

administrative, financial, social and the technical obstacles that
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impede the application of BOT contracts in the water and energy
sector and how can they be solved? In addition, there are seven
tested hypotheses.
The level of influence of all the six categories of obstacles was high
with an average mean 3. 815.The arithmetical means varieties from
3.70 up to 3.97, high level of influence to all the categories. The
political obstacles scored the highest among all categories with a
mean 3.97, while the technical obstacles scored the lowest with mean
3.70.
The level of influence of the legal obstacle on the adoption of BOT
strategy in water and energy sectors in Palestine reveals that the
average mean of this category of obstacles is 3.81. This donates that
the influence of those obstacles is high. Obstacles: The Absence of
the role of the Legislative Council in passing laws for BOT adoption
scored very high. Both parties agree on the level of influence and
ranking these categories of obstacles.
The level of influence of the administrative obstacles on the adoption
of BOT strategy in water and energy sectors in Palestine is close to
each other with means 3.86 and 3.76. item which scored high level
of influence was: “Poor coordination mechanisms between the
government and investor” with a mean 3.93. But they disagree with
each other about the ranking.
The level of influence of the financial obstacles on the adoption of

BOT strategy in water and energy sectors in Palestine is high. The
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highest among them was: Some Parties are not convinced that BOT
strategy leads to cost reduction with means 4.12. Both parties' focus
on the returns of the investments as well as their shared vision of an
investment opportunity.
The level of influence of the political obstacles on the adoption of
BOT strategy in water and energy sectors in Palestine that their
rating to the political obstacles appears closer means 3.97. Both
parties agree on the lowest influencing obstacle which is:
“Subsequent governments can deny the obligations of the previous
government” described as median level influence.
The level of influence of the social obstacles on the adoption of BOT
strategy in water and energy sectors in Palestine is close to each
other with means 3.77 and 3.78. The highest among them is:
Absence or weak guarantees regarding public misuse of BOT
facilities” with a mean 3. 995.Even they agree with each other on the
level of influence of the list of social obstacle.
The level of influence of the technical obstacle on the adoption of
BOT strategy in water and energy sectors in Palestine reveal that
their rating to the technical obstacles appears the same means 3.70.
Both parties agree that: “the absence of standards governing the
expected performance specifications” is the highest technical
obstacle, and “lack of experience with the contractor and investors”

Is the weakest among them.
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e The political obstacles are the most dominant factors. The
occupation and its practices are the central impediments among the
others. Results of other researches show the same conclusion. Thus it
becomes imperative that without the solution of this issue many
aspects of the Palestinian will remain miserable.

e There are no statistically significant differences at the significance
level (a = 0.05) in the obstacles to the adoption of the BOT strategy
in Water and Energy sectors in Palestine attributed to the following
variables: gender, age group, institutional reference, functional

status, years Experience, qualification, specialization, and persuasion

6.3 Recommendations

Based on the results and conclusion of the present study, below are some
recommendations to insure that BOT strategy is implemented successfully
in water and energy sector in Palestine with least level of risks on all

parties concerned:

Recommendations for the Public Sector (Government)
1. With reference to the result that the influence of administrative
obstacles is high, the study recommended:
» Establishing special unit in the pri ministries office to deal with BOT
adoption strategy affairs. This unit should be responsible for
coordinating BOT strategy adoption in project with the various

ministers.
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The government must develop a BOT guide that deals with all the
details and specifications of BOT strategies and learn from the
experience of other countries in preparing such a guide. This appears
in paragraph 1 and 2 Of the preliminary and administrative
environment for all stages of the project in the proposed model.
Establishing a legal framework to adopt the BOT strategy within the
framework of the partnership approach, setting out rules, procedures
and rules of adopting BOT strategy in order to build attractive
opportunities for investors
. With reference to the result that the influence of social obstacles is
high, the study recommended to enhance the culture of partnership
through conferences, training, workshops and public awareness by
promoting dialogue with eligible economic sectors to enter into a
BOT-style partnership and showing the gains that can be made to the
private sector from entering into such contracts. The chambers of
commerce hold workshops to deepen the understanding of the
private sector in various forms of partnership and contracts,
including the BOT contract. This appears in the paragraph 3 of the
preliminary paragraph land 2 of the social environment in the
proposed model.
. With reference to the result that the influence of technical obstacles
IS high, the study recommended to establish the technical frame of

the standard and indicators for each and every BOT contract. This
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appears in the paragraph 2 of the preliminary environment and all
stages of the project in the proposed model.
. With reference to the result that the influence of financial obstacles is
high, the study recommended that the government should encourage
financial institutions to adopt a financial vision related to the
financing of BOT projects, such as the government being the
guarantor of investors. This appears in the financial area in all stages
of the project in the proposed model.
. With reference to the result that the influence of political obstacles is
high, the study recommended the need to involve representatives of
the private sector in the final status negotiations in order to express
its needs and interests that could be affected by any peace agreement
and how the Coordinating Council would choose a member to be
part of the negotiating team.
This appears in the paragraph 1, 2 and 3 of administrative
environment in the proposed model.
. Develop and strengthen the communication between the two sectors
in the field of BOT through activating the role of the coordination
council between the public and private sectors and include new
partners related to the water and electricity sectors
. With reference to the result that the influence of legal obstacles is
high, the study recommended that there is an urgent need to establish
a legal framework for BOT adaption which consists of role and

regulation for the adaption of BOT strategy in order to built
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attractive opportunities for investors. This appears in the paragraph 5
of the preliminary environment and in the legal area of each project

stages in the proposed model.

Recommendations for the private Sector

1. The private sector, represented by the Coordination Council, shall open
channels of communication with the relevant ministries, through which
the private sector's capabilities, and the financial and human resources
necessary to enter into such partnerships, based on the BOT

2. The private sector represented by the Coordinating Council shall open
channels of communication with the Monetary Authority and the local
and national banks in order to obtain financial mechanisms to finance
BOT projects that guarantee the rights of all related parties

3. Those wishing to enter into private sector BOT partnerships in
coordination with the Partnership Unit of the Council of Ministers
should provide a comprehensive and viable vision related to similar
Arab experiences in order to encourage the public sector to move
towards this type of partnership. This vision illustrates all the potentials

of the private sector that qualify for entry into BOT projects.

Future studies
Future studies on BOT projects include finance sector such as banks,

financial institutions and the community (end user)
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The outcomes of this study:
Building a modal to overcome the implementation obstacles of the BOT
project in the Palestinian infrastructure: The sectors of water networks and
power stations which were given a full chapter to study its inputs, outputs
and the results of its application on the Palestinian situation as following in

Figure (10):
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TR = Preliminary Environment /
Political ! Social

» Establish special bodies that are qualified to deal with the BOT strategyin the relevant ministries) —
*Astable and secure investment envirommert » Establishment of a partnership council, which will inchude technical departments and i, R
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o B . ofretum, structure of funding, review of financial conditions andrevenues, which consists of
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Legal Legal
o Establishment of the project company. o Reviewthe transport conditionsto ensure thatthe
o Ensure the integrity of the legal personality of Legal transporttime standard andnecessity procedures
the parmers. +  Monitorthe operation ¢ Auditing thelaw articles ofthe tems, conditions,
o Reviewthe BOT laws and regulations and also Monitorrecruitment processes and contracts controls and conformity of legal aspects
project partnership. o Adjust the pricing of the service provided T
o Determine the legal procedures for . +  Monitorenvironmentalprotectionlaws Ainnisiation
implementation and management of the project + Plansto meet emergency challenges
o Ensure that the procedures are consistent vith Administration + Transportationplans
the laws in force in the country. v Service management 0 Pre’trfnsponmmguneut
¢ Ensuring the proper conditions of contracting 0 Emn_lgsafetyofthemumﬁpﬂatedhme
with the contractorand the investor. conditions of transfer
Administration o Ensurethattheproject s free fromany debtsor
+  Plaming mortgages
o Pemis o Knowthe readiness ofthe partnertotransferthe
o T project tothe public sector
.

Results

+ Realpartnership and clear features

+ Experences transfeming and ko the transeroftechnology used

+ Building new economic structures outside the state budget

+ Continuous dialogue with the sector

Figure (10): modal to overcome the implementation obstacles of the BOT project in the
Palestinian infrastructure: The sectors of water networks and power stations (built by

the researcher)
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The proposed model consists of the general environment, which includes
the political and social environment and then the preliminary environment.
The project environment, which includes the construction stage, the
operation stage and the transfer stage. The model also includes the
expected results after the completion of the last stage of the project, and

then the impact of the project on the Palestinian public sector.

General Environment:

It includes

1. The political: A stable and secure investment environment, investment
concessions in area c. The Palestinian Authority has adopted
encouraging policies, to invest in areas under Israeli control,
involvement of representatives from the private sector in the final

solution negotiations.

2. Social environment: Raising awareness among the Palestinian society
about the BOT culture, promote a culture of partnership and BOT

features by enhancing public-private trust through dialogue.

Followed by a preliminary environment based on:

Establish special bodies that are qualified to deal with the BOT strategy in
the relevant ministries, establishment of a partnership council, which will
include technical departments and committees with the task of feasibility
studies, financial analysis, net present worth, internal rate of return,

structure of funding, review of financial conditions and revenues, which
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consists of relevant ministries and representatives of the private sector.
Training, workshops, conferences, publications and spread successful
experiences. Open a serious and effective dialogue with the public and
private sector, which will result in drafting partnership law. The
development of an investment aiding law specifying the procedures and
conditions for the entry of foreign investors, and finding investment
opportunities in the energy and water sector for the private sector
We move on to the project phase, which is divided into three stages:
"Build-Operate and Transfer of Ownership”, which included the following
stages:
1. Construction stage:
Legal include Establishment of the project company, Ensure the
integrity of the legal personality of the partners, Review the BOT laws
and regulations and also project partnership, Determine the legal
procedures for implementation and management of the project, Ensure
that the procedures are consistent with the laws in force in the country,
Ensuring the proper conditions of contracting with the contractor and
the investor
Management includes planning, obtaining permits, training, and
competency management. Define description and functional
specifications, setting quality standards for outputs, identify activities,
determine the percentage of government and partner participation
Finance includes Economic and financial feasibility studies related to

the project. Determine the capital structure of the project, and financial
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timetables that determine the basis for disbursement during the project
period
Technical include conducting previous feasibility studies for the project
. Operation stage:
The legal factor includes monitor the operation, Monitor recruitment
processes and contracts. Adjust the pricing of the service provided and
monitor environmental protection laws

The management factor _includes service management, prepare

periodic reports on the progress of the project, quality audit, follow up
customer services, and Monitor work within a framework of
transparency and governance.

The financial factor includes Financial timetables that determine the

basis for disbursement of project operations, controlling expenses,
income control, follow-up rate of capital recovery and inform
shareholders of their achievements and profitability.

The Technical Factor Determines standards that govern expected

performance specifications
. Transfer stage:

The Legal factor includes review the transport conditions to ensure that

the transport time standard and necessity procedures and auditing the
law articles of the terms, conditions, controls and conformity of legal
aspects.

The management factor includes plans to meet emergency challenges,

transportation plans, pre-transport management, ensuring safety of the
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assets as stipulated in the conditions of transfer. Ensure that the project
is free from any debts or mortgages, know the readiness of the partner to
transfer the project to the public sector and ensure that the government
entity is able to manage and maintain the project after its transfer.

The Financial factor _includes adjustment of all accounts related to the

partner, transfer of receivables to the government entity that will
manage the project, analysis of the value of expenses, revenues and net
profit during the period of a project run and Calculate the recovery rate
to ensure that the partner has achieved the agreed profits when the
project works.

The technical factor includes enhanced resource efficiency.

The model shows the expected results after the implementation of the
project, which is thus:

Results: Real partnership and clear features, experiences transferring
and also the transfer of technology used, building new economic
structures outside the state budget, continuous dialogue with the sector,
infrastructure projects (water networks and power plants)

The impact of the application on the Palestinian public sector shows
as follows:

Impact: Reducing public spending costs - Utilizing the government
budget in other development projects, enhancing the participation of the

private sector in achieving sustainable development.
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Appendix num.1

List of Arbitrators

Dr.Eng. Mufid Mohammed Hasaina - Minister of Public
Works and Housing

Eng. Mazen Ghoneim - Chairman of the Palestinian Water
Authority

Eng. Zafer Al-Melhem, Chairman of the Palestinian Energy
Authority

Eng. Sameeh Thila - Minister of Transport and
Communications

Mr. Fuad Rammal, Administrative Director, Water Authority
Dr. Ali Barakat - Al - Najah National University
Dr. Mohammed Abu Zayed - Birzeit University

Dr. Attiah Mosleh - Al - Quds Open University-Human
Resource Management

Dr. Nour Al-Agra’ — Al-quds Open University- Academic
Assistant-General Administration

Dr. lyad Khalifa — Al-quds University / Abu Dees-Strategic
planning

Dr. Ahmed Harz Allah — Al-quds University / Abu Dees
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Appendix num.2

""The questionnaire

Under supervisor

Dr.Abdul Fattah Shamleh y

Dr.Salah Sabri ==

—

An-Najah National
University

An-Najah National University

College of Graduate Studies

Master of Engineering Management

Dear government official and Businessmen's..
Greetings,

A questionnaire which is data collection tool for the study titled
"Implementation Obstacles of Build — Operate — Transfer (BOT)*
Model in Palestine Infrastructure — Water and Electricity Sector. The
aim of this study, is to pinpoint the impediments that faced the adaption of
BOT strategy with view to the developer remedial measures to enable a
successful adaption of this strategy in Palestine .

You are kindly requested to help in achieving this objective by responding
this questionnaire. The information you provide is considered extremely
confidential and it will be used for this research only.

The study is conducted in partial fulfillment of the requirements to obtain a
master's degree in engineering management from Al-Najah National
University.

If you have any queries you are welcome to contact the researcher via e-
mail: Oalagra@cqou.edu or through mobile number: 0597946137

Thank you for your efforts

Obayda Alagra’
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*BOT is a strategy whereby a private investor undertakes the construction /

building of any infrastructure projects as (water networks or electric power-
stations)from their own resources. It operates and manages it for a specified period
in agreement with the governmental authorities. Until it retains the costs and
profits agreed. At the end of the period, the ownership of the project is transferred
to the government. The term partnership, wherever mentioned in this
questionnaire, is referred to as the BOT strategy.

Part one: the general information

Gender : oMaleoFemale

Age group:olLess than 20yearso25- less than 30  030- less than 40040-
less than 50 ©50- less than 60 oMore than 60 years

Institutional reference variable: oWater Authority oEnergy and Natural
Resources Authorityobusinessmen

Functional variable: oDirectorogeneral Directoro  Director of
departmentgsupervisor obusinessmen

years of experience:olLess than two years o2- less than 505- less than
10010 -less than 15cMore than 15 years

Academic qualifications: ointer media diploma o B.Sc.o M.A. o Ph.D.

Specialization: ocHuman sciences o Natural Sciences

Persuasion variable:oYes oNo
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part two:

write (X) in the appropriate place that represent you opinion about the level
of influence of each of the following obstacles given in six categories' :

Obstacles Level of influence
Very strong mid weak | Very

strong weak

legal obstacles
Misty items of the contract between the

government and investors
Some legislations are repellent for investment in
infrastructure projects.
Cloudiness of authorities, obligations and rights
of both parties
Misty contracting between the government and
investors
Weak mechanisms for the selection of the most
suitable bidders
Weak frames of reference to resolve disputes
that may arise between the government and
contractors
Absence or weakness of laws governing the
partnership in Palestine
Lack of systems to operate BOT projects.

Existing legislation does not provide a fair
opportunity to encourage investment in
accordance with the BOT strategy
Absence or weakness of the regulations and
principles that govern implementation
Absence of the role of the Legislative Council in
passing laws for BOT adoption

Obstacles Level of influence
Very strong | mid weak Very

strong weak

administrative obstacles

Poor coordination mechanisms between the
government and investor

lack or absence of awareness of partnership
procedures

Government lacking vision for BOT projects

Misty of BOT projects ownership transfer
procedures
Misty time limitations for transferring ownership
of BOT projects to the government
The difficulty of predicting the challenges
entailed in BOT contracts
Weak plans for implementing the partnership
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The absence or weakness of the mutual strategic
vision

The limited number of investors who are able to
implement BOT projects

The government claim the right to decide soley.

Negotiations on BOT projects consumes a lot of
time

Investor claim the right to decide soley

Many stakeholders are involved in BOT strategy
adoption(municipalities, ministries, etc.)

The complexity of government procedures and
regulations

Lack or weakness of time frame flexibility

Obstacles Level of influence
Very strong | mid weak Very
strong weak

Financial obstacles

Some Parties are not convinced that BOT

strategy leads to cost reduction

The unsatisfactory government guarantees to

paying its financial obligations to the parties

contributing to the BOT projects.

The possible negative impact of entry of foreign

investor

The government does not provide Adequate

guarantees to pay its dues

The inability of the government to compensate

investors for the additional emergency costs

Weakness ability of the government's to evaluate

the completed projects

The huge financial requirements to implement

BOT projects

Weak guarantees provided by the government

to investors

Bank policies related to transfers, lending,

exchange

Misty or weak pricing of services and spending

policies

Financial risks facing investors (currency rate,

interest rate, inflation)

Obstacles Level of influence
Very strong | mid weak Very
strong weak

political obstacles

The strict Israeli control over large areas (Area
)

Israeli Military dominance and restrictions on the
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use of the Palestinian infrastructure and natural
resources
Intervention of political parties in the
implementation of BOT projects
International regulations imposed on banking
transactions
The Israeli occupation orders, field practices and
policies
Government impose more limitations while
implementing the partnership contract.
Subsequent  governments can deny the
obligations of the previous government

Obstacles Level of influence
Very strong | mid weak Very

strong weak

Social obstacles

Absence or weak guarantees regarding public
misuse of BOT facilities

The prevailing public culture does not drive
towards the profitability of the private sector
Low investor confidence in government and
societal intentions

Investor linkages and their references

Low public confidence in investors intentions

Obstacles Level of influence
Very strong | mid weak Very

strong weak

Technical obstacles

The absence of standards governing the
expected performance specifications

Lack or weakness of feasibility studies related
to BOT projects

Lack of government experience in BOT projects
management

Government and investors don’t possess the
sufficient awareness regarding BOT

Inefficient use of resources in BOT project

Lack of experience with the contractor and
investors

Do you have any comment in regard to this study and its data collection
tool. If yes please write it down.
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Appendix num.3

Palestinian Energy & Matural Resources Tadal) 3l gald g A8 Y Jal

State of Palestine |||§ﬂ’“| Ol 449
Authority {_—~—=_=—_¢-,~
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Tuoesday, April 3, 2018

To whom it may conecrin

This is to certily thul we don’l have any restrictions in allowing the rescarcher
obayda alagra’ and her supervisor Drabd allatah alshamich & Desalah sabo
Lo conduet research study titled “Major Obstacles Facing the implementalion of
Build-Operate-Transter (BOT) Model in Palestinian Infrastructurc-water and
electricity sector™

It will be our pleasure to provide the researcher with all dala and facilities
tequired lor the completion of the ressarch.

We will be delighied o hear from the researcher abour their finding and
conclusion. This will help our organiention o encounter the problems and
comeerned of 110 adaption in the for seen fumre,

We are thankful for the researcher to their efforts and for the completion of this
rescarch.

Best regards, i 5
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Finaneial & Administrative Affairs
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Appendix num.4
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required for the completion of the research,
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APPENDEX NUM(5)

tables (40-47) show the distribution of the research community depending

on their independent variables.

Table (40): Distribution of the valid study sample according to gender variable

Gender Counts Per.
Male 102 56.4
water and energy authority Female 9 436
Total 181 100.0
Businessmen Male 191 97.9
Female 4 2.1
Total 195 100.0
Total sample Male 293 77.93
Female 83 22.07
Total 376 100%
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Table (41): Distribution of the study sample according to age group variable

The sample age group Counts Per.
water and energy authority Less than 25 8 4.4
25 less than 30 31 17.1
30 less than 40 50 27.6
40 less than 50 57 315
50 less than 60 35 19.3
the total 181 100.0
Businessmen Less than 25 3 1.5
25 less than 30 32 16.4
30 less than 40 52 26.7
40 less than 50 64 32.8
50 less than 60 44 22.6
the total 195 100.0
Total sample water and energy authority | 181 48.14
Businessmen 195 51.86
Total 376 100%

Table (42): Distribution of the study sample according to the institutional

reference variable

Institutional reference Counts Per.
water authority 121 66.9
Energy and natural resources authority 60 33.1
the total 181 100.0
private sector 195 100.0
367 100%

Total sample
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Table (43): Distribution of the study sample according to the variable of

functionality

The sample Functionality Counts Per.
water and energy authority General Director 12 6.6
Department Director 58 32.0
Head of the Department 39 215
An employee 72 39.8
The total 181 100.0
itii:)rljssmen (private The total 195 100.0
Total sample 376 100%
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Table (44): Distribution of the sample of the study according to the variable years

of experience

The Sample Years of Experience Counts Per.
Water and Energy Less than two years 12 6.6
Authority

2 less than 5 29 16.0
5 less than 10 52 28.7
10 less than 15 42 23.2
15 years and more 46 25.4
The total 181 100.0
Businessmen Less than two years 2 1.0
2 less than 5 26 13.3
5 less than 10 40 20.5
10 less than 15 61 31.3
15 years and more 66 33.8
The total 195 100.0
Total sample Water and Energy Authority 181 48.14
Businessmen 195 51.86
The total 376 100%
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Table (45): Distribution of study sample according to the variable of scientific

qualification
The Sample Qualification Counts Per.
Water and Energy Authority | Average Diploma 26 14.4
BA 89 49.2
M.A. 59 32.6
Ph.D. 7 3.9
The total 181 100.0
Businessmen Average Diploma 36 18.5
BA 102 52.3
M.A. 49 25.1
Ph.D. 8 4.1
The total 195 100.0
Total sample Water and Energy Authority | 181 48.14
Businessmen 195 51.86
Total 376 100%
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Table (46): Distribution of the study sample according to the specialization

variable
The sample Specialization Counts Per.
Water and Energy Authority Human sciences 100 552
Research — Natural 81 448
Sciences
The total 181 100.0
Businessmen Human sciences 132 67.7
Research - Natural 63 323
Sciences
The total 195 100.0
Total sample Water and Energy 181 48.14
Authority
Businessmen 195 51.86
376 100%

The total
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Table (47): Sample distribution study according to the variable of How convinced

you are on BOT model

The sample Extent of
:():irc])\pl)ltci::;rl]?gT Counts Per.
model
Yes 158 87.3
Water and Energy Authority No 23 12.7
The total 181 100.0
Businessmen Yes 163 83.6
No 32 16.4
The total 195 100.0
Total sample Water and
Energy 181 48.14
Authority
Businessmen 195 51.86
The total 376 100%
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Table 48: Means of level of influence of all categories of obstacles.

Dimensions Govt. officials Business men Average vl 6
St. Dev. Mean St. Dev. Mean St. Dev. Mean TEHTFETTES

legal obstacles .69 3.79 65 3.83 0.67 3.81 | High
administrative .52 3.86 High
obstacles 96 | 385 0.54 | 3.855
financial .49 3.76 High
obstacles 60 3.79 0.545 3.775
Political .52 3.97 High
Obstacles 8 3.97 0.65 3.97
Social obstacles .58 3.78 61 3.77 0.595 3.775 | High
Technical .61 3.70 High
obstacles 99 3.70 0.6 3.7

Average 46 3.81 47 3.82 0.465 3.815 | High
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APPENDEX NUM (7)

Table (49): Overall means and standard deviations of legal obstacles.

Total Level
items
mean. St. Div

Absence of the role of the Legislative Council in passing laws for BOT | 4.22 Very
adoption 0.8 | High
Absence or weakness of the regulations and principles that govern | 3.985 High

implementation of BOT project. 0.91
Existing legislation does not provide a fair opportunity to encourage | 3.88 High

investment in accordance with the BOT strategy 0.95
Lack of systems to operate BOT projects. 3.855 0.945 | High
Absence or weakness of laws governing the partnership in Palestine 3.825 1.05 | High
Weak frames of reference to resolve disputes that may arise between the | 3.815 High

government and contractors 0.97
Weak mechanisms for the selection of the most suitable bidders 3.755 0.985 | High
Misty contracting between the government and investors 3.72 1 | High
Cloudiness of authorities, obligations and rights of both parties 3.675 0.93 | High
Some legislations are repellent for investment in infrastructure projects. 3.66 |1.01 High
Misty items of the contract between the government and investors 3.55 | 0.935 High
Average 3.81 0.67 | High
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Table (50): The administrative obstacles arithmetical means of the study sample

responses.
items Total Level
mean. St. Div

Poor coordination mechanisms between the government and investor 3.93 0.85 | High
lack or absence of awareness of partnership procedures 3.925 0.83 | High
Government lacking vision for BOT projects 3.92 0.86 | High
Misty of BOT projects ownership transfer procedures 3.91 0.85 | High
Misty time limitations for transferring ownership of BOT projects to High
the government 3.9 1.96
The difficulty of predicting the challenges entailed in BOT contracts 3.89 0.85 | High
Weak plans for implementing the partnership 3.88 0.855 | High
The absence or weakness of the mutual strategic vision 3.87 0.875 | High
The limited number of investors who are able to implement BOT High
projects 3.83 0.855

The government claim the right to decide soley. 3.815 0.88 | High
Negotiations on BOT projects consumes a lot of time 3.805 0.885 | High

Investor claim the right to decide soley 3.785 0.87 | High
Many stakeholders are involved in BOT strategy High
adoption(municipalities, ministries, etc.) 3.775 0.945
The complexity of government procedures and regulations 3.705 0.94 | High

Lack or weakness of time frame flexibility 3.695 0.915 | High
Average 3.81 0.505 | High
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Table (51): Financial obstacles, mean responses of the sample

items Total Level
mean. St. Div

Some Parties are not convinced that BOT strategy leads to cost High

reduction 4.12 2.285

The unsatisfactory government guarantees to paying its financial High

obligations to the parties contributing to the BOT projects. 3.99 0.815

The possible negative impact of entry of foreign investor 3.05 0.835 High

The government does not provide Adequate guarantees to pay its High

dues 3.9 0.72

The inability of the government to compensate investors for the High

additional emergency costs 3.795 0.83

Weakness ability of the government's to evaluate the completed High

projects 3.77 0.86

The huge financial requirements to implement BOT projects 3.74 1.605 High

Weak guarantees provided by the government to investors 3.64 1.355 High

Bank policies related to transfers, lending, exchange 3.575 1.015 High

Misty or weak pricing of services and spending policies 3.545 1.015 High

Financial risks facing investors (currency rate, interest rate, inflation) 351 1.01 High

Average 3.775 0.545 High
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Table (52) : means of political obstacles, sample responses

items Total Level
mean. St. Div
The strict Israeli control over large areas (Area C) 4.29 0.815 | High
Israeli Military dominance and restrictions on the use of the High
Palestinian infrastructure and natural resources 4.195 0.825
Intervention of political parties in the implementation of BOT projects 411 0.835 | High
International regulations imposed on banking transactions 3.865 0.77 | High
The Israeli occupation orders, field practices and policies 3.845 2.4 | High
Government impose more limitations while implementing the High
partnership contract. 3.665 0.885
Subsequent governments may deny the obligations of the previous High
government 3.39 1.11
Average 3.97 0.65 | High
Table (53) : means of Social obstacles(overall).
items Total Level
mean. St. Div

Absence or weak guarantees regarding public misuse of BOT High

facilities 3.995 0.96

The prevailing public culture does not drive towards the High

profitability of the private sector 3.795 0.98

Low investor confidence in government and societal intentions 3.745 | 0.885 | High

Investor linkages and their references 3.73 | 0.775 | High

Low public confidence in investors intentions 3.62 0.94 | High

Average 3.775 | 0.595 | High
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Table(54) : Technical obstacles, means of study sample responses

Items Total Level
mean. St. Div

The absence of standards governing the expected High

performance specifications 3.84 0.995

Lack or weakness of feasibility studies related to BOT High

projects 3.805 | 0.96

Lack of government experience in BOT projects High

management 3.75 0.96

Government and investors don’t possess the sufficient High

awareness regarding BOT 3.745 | 0.825

Inefficient use of resources in BOT project 3.605 | 0.915 High

Lack of experience with the contractor and investors 3.48 1.035 High

Average 3.7 0.6 High
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