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Blending Public-Private Partnerships
with Innovative Financing Options
in the Implementation of Cultural

Heritage Sector Projects

Abstract: Over the past few decades, many countries are
facing with lack of funding sources for revitalization of cultural
heritage projects. Due to the raising public sector debt and
deficit, decision makers have been looking for alternative
solutions with involvement of the private sector in revitaliza-
tion of cultural heritage sites. These projects have traditionally
been procured, financed and provided by the public sector.
While the majority of EU funding resources will be realized in
a more traditional way through purely grant-funded procure-
ment models, a New EU Agenda for Culture for the program-
ming period 2021-2027 has focused on supporting higher
private sector involvement in cultural heritage investments
for achieving the EU strategy goals. Seeing that the funda-
mental purpose of investing in cultural heritage is “investing
in protecting and valorizing common history and values,” the
involvement of the private sector is only possible through
public-private partnerships (PPP) models. The main objective
of this paper is to assess the effectiveness of blending public-
private partnership models with available EU innovative
financing options in cultural heritage sector by applying case
study simulation on a selected PPP project in the operational
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phase. The findings will show the effectiveness of PPP’'s and
the use of blending solutions in cultural investments.

Key words: cultural heritage, public procurement, financial
instruments, cultural revitalization, public-private partnership

Dopolnjevanje javno-zasebnih partnerstev
z inovativnimi moznostmi financiranja pri izvajanju
projektov na podrocju kulturne dedis¢ine

Izvlecek: V zadnjih desetletjih se Stevilne drzave spopadajo
s pomanjkanjem finan¢nih virov za projekte, namenjene
revitalizaciji kulturne dedisCine. Zaradi naras¢ajoc¢ega dolga
in deficita v javnem sektorju odlocevalci isCejo alternativne
resitve, ki pri revitalizaciji krajev in stavb s kulturno dedis¢ino
vklju¢ujejo sodelovanje zasebnega sektorja. Tovrstni projekti
so tradicionalno razpisani, financirani in izvajani v okviru
javnega sektorja. Ceprav bo odobritev vecine finanénih virov
Evropske unije potekala na bolj tradicionalen nacin s pomocjo
razpisov, se Nova agenda EU za kulturo za programsko obdo-
bje 2021-2027 osredotoca na podporo vecjega vkljuevanja
zasebnega sektorja v vlaganja na podroc¢ju kulturne dedi-
$¢ine, da bi tako dosegli cilje evropske strategije. Izhajajoc iz
dejstva, da je temeljni namen vlaganj v kulturno dedis¢ino
»vlaganje v zas¢ito in ovrednotenje skupne zgodovine in
vrednoty, je vkljuCevanje zasebnega sektorja mogoce zgolj
preko modelov javno-zasebnega partnerstva. Glavni cilj tega
¢lanka je oceniti ucinkovitost dopolnjevanja modelov jav-
no-zasebnega partnerstva z obstojecimi inovativnimi mo-
Znostmi financiranja iz sredstev Evropske unije na podrocju
kulturne dedisCine. S tem namenom ¢lanek prinasa simulacijo
Studije primera izbranega projekta v okviru javno-zasebnega
partnerstva v njegovi operativni fazi. Ugotovitve kazejo na
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ucinkovitost javno-zasebnih partnerstev in rabe dopolnjujo-
¢ih se oz. mesanih resitev pri vlaganjih na podroc¢ju kulture.
Klju¢ne besede: kulturna dedis¢ina, javni razpisi, finan¢ni in-
strumenti, kulturna revitalizacija, javno-zasebno partnerstvo

Introduction

Since public sector debt and state budget deficit have raised
maximum level of public sector payment capabilities, many
decision makers in the public sector have started exploring
new delivery models and financing options (Yescombe 2007)
for revitalization of cultural heritage sites. These alternative
models may involve different public-private partnership (PPP)
models in revitalization of cultural heritage projects - that is
traditionally provided and procured by the public sector: from
traditional construction contracts, BOT (built-operate-transfer)
models, BOO (build-own-operate) models, BOOM (build-own-
operate-maintenance) models, DBFMO (design-build-finance-
maintenance-operate) models, up to privatization models.

According to the European Commission (2018), cultural sector
is one of the main pillars within the New EU programming
period during 2020-2027. For this reason, the European Com-
mission in 2018 proposed the New EU Cultural Agenda, which
is mainly focused on three strategic objectives: “social dimen-
sions, economic based creativity in education and innovation
and strengthening international cultural relations” with the
main purpose to protect and valorize cultural heritage by 2030.
Today, about 70 % of cultural sites in the EU needs significant
revitalization, depending on the member state, only 2-2.5 %
of the stock is renovated each year. (UNESCO 2018) While the
majority of EU funding sources will be implemented through
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more traditional, purely grant-funded procurement models,
the New EU Agenda for Culture (EC 2018) for the programming
period 2021-2027 has focused on supporting participation of
the private capital in cultural investments, heritage revital-
ization, research and innovation initiatives (etc.) in order to
achieve the EU 2030 strategy goals. Considering the fact that
the fundamental purpose of investing in culture is “investing
in protecting and valorizing EU common history and values,”
the involvement of the private sector is only possible through
applying some of the public-private partnerships models.

The main aim of this research is to assess the effectiveness
of using public-private partnership options with available EU
innovative financing options within the New EU Agenda for
Culture on a Croatian case study example. As the maximum
effectiveness of every transaction can be achieved by using
synergy with public and private sector capacities, the overall
objectives of this paper are:

to define the possibility of applying PPP models for the imple-
mentation of cultural heritage projects based on a Croatian
case study in operational phase;

to examine different innovative financing options for the
revitalization of cultural heritage projects;

to present a concept of blending using the Croatian cultural
heritage revitalization case study example.

According to the set objectives, the main motive for choos-
ing Croatia as a case study is availability of data regarding
revitalization of cultural heritage places through a PPP model
and the fact that Croatia is one of the pioneer countries in EU
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which developed in detail the methodology for blending EU
funds with PPP models. (Rogi¢ Lugaric et al. 2019)

Review of past research

In recent years, more and more researchers have started to ex-
plore the area of revitalization of cultural heritage and models
that have been developed within such projects. Due to the
fact that cultural heritage projects have become one of the EU
policy tools for protecting and valorizing common history and
values in many EU member states (Psychogiopoulou 2018),
many decision makers in the public sector have started to
introduce new delivery models for the cultural investments.
(Della Spina et al. 2018) According to EIB (2016), PPP is one
of the most common options for the implementation of the
public sector projects. According to Jelinci¢ et al. (2018), these
contracts typically include obligations during the whole-
life-cycle period. Zhao (2016) states that the private sector
can identify cultural needs better and deliver reconstruction
works at a lower cost than public authorities. According to
Macdonald (2011), the key success factor in these transactions
is the involvement of the private capital - not only during
reconstruction period but during the whole-life-cycle period.
Jelin¢i¢ et al. (2018) have made a comparative analysis of the
development of the PPP markets in cultural heritage sector in
selected EU member states. In their conclusion they state that
PPP can be seen as a new, alternative way of financing cultural
projects which involve significant private sector financing.

In Croatia and Slovenia several researchers have investigated
investments in the cultural sector and theirimpact on the eco-
nomic growth and development. In 2016 Cifri¢ investigated
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Croatian heritage conservation in the context of the Euro-
pean Union. He found that “policy implications in joining EU
should helped Croatia to raise awareness of the importance
in national identity and proactive attitude towards heritage.”
Hribar and Lozej (2013) have emphasized the cultural ele-
ments that contribute to the development of rural areas in
Slovenia. In their conclusion they have prescribed that revital-
ization of cultural heritage sites can significantly influence the
sustainable development of rural areas as well as increase the
economic potential for the future generations. Mateci¢ (2017)
has conducted a comprehensive research in valuation of
tangible cultural heritage assets in tourism sector. She stated
that investments in cultural heritage should be observed in a
wider social and political context, not only in relation to their
economic value.

As there is still a significant lack of scientific and professional
research in the field discussed, this paper represents an at-
tempt to identify the process of allocation of public private
partnership models with innovative financing options for the
purpose of implementing cultural heritage sector projects by
applying case study simulation.

Public private partnership models and innovative
financing options

Investments in cultural heritage projects, such as renovation/
deep renovation of cultural buildings or revitalization of his-
torical places, make an important aspect of the GDP growth.
According to the European Commission (2018), increasing
effectiveness in providing such projects means “investing
in protecting and valorizing common history and values.” A
typical public sector project in the revitalization of cultural
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heritage can include deep renovation of public buildings,
revitalization of historical places and archaeological findings.
Its main purpose to provide service in public interest and pro-
tect national historical values. (Veco 2010) Many local units in
the EU are facing with obstacles in preparing, procuring and
implementing these projects. (Cheung et al. 2013) According
to Jelinci¢ et al. (2017), these investments can mitigate finan-
cial constraints in the long term and help public sector units
to meet their targets in line with the EU strategy goals. An
important tool for achieving these targets is a model known
as PPP. In these models, public authorities implement cultural
heritage projects without taking a loan and bearing signifi-
cant risks of the investment. Instead, the authorities stipulate
the output specifications and transfer the risks to the private
sector, which is responsible for the availability of the historical
assets or goods.

As the New EU Agenda for Culture for the programming
period 2021-2027 focuses on supporting higher private sector
involvement in cultural investments (rather than traditional
procurement), the aim of this paper is more focused on PPP
models, where the private sector bears operational risks of the
projects. This means that the private sector is responsible for
design process, construction/reconstruction process, as well
as the operation and maintenance (Grimsey and Lewis 2002)
process of heritage revitalization.

Conventional and PPP procurement models

The conventional procurement model is still widely used
for revitalization of cultural heritage places across the EU.
In many countries this is the only model applied. The main
characteristic of the conventional model is the fact that
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the public sector is fully responsible for the revitalization of
cultural heritage and its future operation efficiency. All the
project phases, from the start of project preparation, through
reconstruction, maintenance and operational period, are a
responsibility of the public sector. The majority of project
risks are borne by the public sector. During the project imple-
mentation, the public sector is not only responsible for initial
financing of the asset reconstruction, but also for achieving
technological optimization and effectiveness throughout the
whole-life-cycle period. By applying the conventional model,
the private sector has a very small influence, usually during
reconstruction period only. It is, therefore, questionable if the
public sector has enough knowledge and skills to optimally
manage and operate project risks in the long-term period.

Besides the conventional procurement, alternative PPP
models are widely used. According to Grimsey and Lewis
(2002), the main focus of PPP is on providing cultural services
based on clearly defined output specifications during the
whole-life-cycle period. In a typical PPP structure, the private
sector bears risks related to construction and/or reconstruc-
tion and at least one of the following risks — availability risk
or demand risk. (Eurostat 2016) The main advantages of
using PPPs in cultural heritage projects derive from the com-
prehensive preparation and implementation of the cultural
projects. The main purpose of implementing PPP cultural
heritage projects is reflected in the provision of services in
public interest, not only in realizing reconstruction works on
the heritage places. During implementation, PPP contracts
can connect different elements of cultural heritage projects,
i.e. link the design and reconstruction with one or all of the
finance, operation and maintenance elements. (Jelinci¢ et al.
2017) The PPPs also have a better scope for transferring risks
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compared to the conventional procurement methods. For
example, public sector payments are not fixed. Therefore,
public authorities only focus on setting output specifications
and realizing the expected value for money. (Bing et al. 2005)
Unlike the traditional model, the use of PPPs has to be justi-
fied by different analytical tools. One of the most common
techniques is called “value-for-money analysis (VfM).” VfM
presents a comparison tool for analyzing different delivery
options before launching the tender. (EPEC 2015) It includes
the whole-life-cycle costs comparison of a possible cultural
heritage project. Figure 1 shows a typical example of a VfM
analysis with three possible procurement options: traditional
procurement, PPP model and privatization.

350
300
250 +
200
150
100
50 +

0

Traditional procurement Privatization model PPP model
model
Whole life-cycle cost comparison in 000 €

Figure 1: This example indicates that the most favorable
option is the PPP model. This means that if the public sector
wants to implement a certain cultural heritage revitalization
project, the maximum VfM in the whole-life-cycle will be
achieved by the PPP model, taking into account all costs in a
30-year period of the project life.
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Innovative financing in procuring cultural heritage projects

Procuring cultural revitalization projects requires significant
funding sources. While the public sector is usually more
focused on conventional, budget or purely grant-funded
models, there are several other innovative financing options
available. All of them can be divided in the two main groups:
on-balance sheet financing and off-balance sheet financing.

The first one, the on-balance financing, is connected with con-
ventional procurement and presents a situation where public
authority lends financing sources from third parties. It is called
“on-balance” because it causes public deficit and debt in-
crease. Itis usually in the form of classical debt funding, where
commercial banks provide financial sources to the public
authority for covering construction costs regarding cultural
revitalization projects. Another type of on-balance financing
is equity financing, where investors usually provide a financial
source in a form of subordinated debt in exchange for a stake
in a project or in a form of subsidies, such as national funds,
EU funds (etc.). The third type of financing is a link between
equity instruments and debt funding instruments - it is called
mezzanine financing and is usually provided when the fund-
ing gap exists between equity and debt instruments. It allows
their holders to convert mezzanine debt into equity or debt.

The second group, off-balance financing, presents an inno-
vative financing option and it is used for financing cultural
projects, where some of private sector participation exists.
It is called “non-recourse finance,” due to the fact that only
collateral for repayment is a future cash flow of investment. It
can be in a form of project finance or leasing. Project finance
transactions can be in a same form as on-balance sheet
mechanisms (equity finance, mezzanine finance and debt
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finance), but with different collateral, while the leasing instru-
ments are generally used for financing the equipment (rather
than investments in fixed assets).

In conventional procurement, cultural heritage projects are
usually financed from classical budget finance and available
public sector grants, while possible combinations of grants
and other mentioned mechanisms are possible only if there is
enough institutional and administrative public sector capac-
ity which understands all advantages and drawbacks of such
operations.

Croatian case study

According to the Report from Croatian Ministry of Regional
development and EU funds (2017), in the period 20142020
Croatia has on disposal more than 238 million € EU sources
for implementing revitalization of cultural heritage projects in
public sector. The majority of them will be used through the
conventional-purely granted model, while only some of the
sources will apply to the PPP model. As the one of the goals of
this paper is to define the possibility of applying PPP models
and to present a possible concept of blending, in the follow-
ing paragraphs we present a case study simulation based on
revitalization of the cultural heritage project. The mentioned
case study presents a deep renovation, conservation, restau-
ration and revitalization of Varazdin County palace in Croatia,
which is currently running as a PPP project. The main reason
for selecting this case study project is historical data avail-
ability. In this phase, the analysis was conducted in two steps.
In the first step, statistical data from the specific project was
collected from the Croatian PPP unit (AIK 2018), while in the
second the effectiveness of blending process was assessed.
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VM analysis' of the project is presented as a “unique unitary
charge” per square meter per month.2 The price of the public
services includes whole-life-cycle costs (WLC) of the contract
in the 20-year period - it is shown in Figure 2 below.

12,00€

11,00€ 10,68¢€
3 B3N
10,00€

9,00 € ¥ BB4E
8,00€
7,00 €
6,00 €

Traditional PPP after tendering
procurement procedure

Figure 2: VfM analysis shows that the public authority as-
sessed the unitary charges of the project at 10.68 €/m2 per
month and the maximum price of the public service if the
project is realized through conventional procurement. The
second column (8.84 €/m2) shows the value after tendering
procedure and a bid offered by the private sector, i.e. the
contracted price for providing public service.

Unlike the conventional procurement, where the unitary
charges are largely fixed and without a possibility of chang-
ing, unitary charges in PPP models are not fixed and depend

1 VfM analysis is obligatory according to the Croatian PPP law. In this
project it presents the costs of design, finance, building, operation
and maintenance of infrastructure within different procurement
models (traditional procurement and PPP procurement after tender-
ing procedure). The values are presented in a form of unique monthly
unitary charge in Euro (€) per square meter. The values include VAT.

2 Unique unitary charge includes the costs of design, finance, construc-
tion, operation and maintenance of the asset in the whole life-cycle-
period (30 years). The costs are in a form of €/m2 per month. The data
are available in the Register of PPP projects in Croatia.
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on the availability of services. That means that the level of
public sector payments in the form of unitary charges will be
directly correlated with the provision of the public service; any
incomplete provision of the service or unavailability of assets
will result in payment deduction. (Rogu¢-Lugaric et.al. 2019) In
the case study example presented in Figure 2, it means that
the value of 8.84 €/m2 presents the maximum contracted
unitary charge and it will be paid from the public funds to
the private partner only if the public service is 100 % available.
The payment is directly correlated with the level of service
provision. If the level of service is lower, the unitary charges
will also be lower. The basic payment structure operates on
the following condition: “100 % availability = 100 % payment
or 0 % availability = o0 % payment.”

In next part of the analysis, the relevant historical data of the
case study was collected for the period 2013—2017. The data
was obtained according to the form of unitary charges per
month per square meter from the regulatory body respon-
sible for PPPs in Croatia. In the context of the relevant histori-
cal data, the following Figure 3 shows the ratio of contracted
and paid unitary charges for the period 2013-2017.

Costs 1 - Contracted Unitary charge

fa— Paid Unitary charge

Contracted

PPP unitary ~ | frm— —
charge - - -
8.84 ¢/m2 T oy
ﬁ W W | ﬁ : H I'.;m:.l
2013 2014 2015 2016 2017

Figure 3: The difference between contracted and paid unitary
charges in mentioned years is at around 2—-3 %. The payment
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structure of the PPP model, based on the “pay only the ser-
vices that had been delivered” model, means that the public
sector in revitalizing this cultural heritage object saved more
than 10 % of taxpayers’ money during 2013-2017.

Concept of blending in cultural heritage projects

Applying PPP models with using various EU grants and fi-
nancial instruments is called “blending.” (EIB 2016) The main
concept of blending presents a simultaneous use of grants,
such as non-repayable resources, and financial instruments as
repayable resources in the same PPP or conventional procure-
ment contract.

According to EIB (2016), there are several possible solutions
for using grants and financial instruments in procuring revi-
talization of cultural heritage projects. In the first option, the
“EU grant is payed as a contribution to the capital costs in a
construction-only contract.” This option includes private sector
involvement only during the construction phase and it rep-
resents the simplest structure from the EU grant perspective.
The second option involves using PPP models and grants. It
includes “EU grant as a contribution to the capital costs based
on a single contract covering construction and operation
expenditures.” During the implementation of this model, the
private sector is usually responsible for the conceptual design,
construction/reconstruction phase and operational phase,
while financing provision is not within its domain. Payments
from the public sector during the operational phase usually
include operating and maintenance costs only, while the costs
of capital are covered by the grant and are not included in
the contract. The third option includes “parallel funding and
financing of capital expenditure based on two separate con-
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tracts.” This option has two components: the first is funded
by the private sector (usually as a PPP contract), whereas the
second is funded by national and EU funds for infrastructure
components. According to Rogi¢-Lugari¢ et al. (2019), unlike
the conventional model, where the main focus is on capital
costs and funding, the aim of the blending process is to achieve
not only financial effectiveness for the entire duration of the
contract, but also transfer operational risk to the private sector
or another contract party which is most capable of managing it.

As the objective of this paper is to present the concept of
blending in cultural heritage sector, the following para-
graphs will offer a simulation of using different innovative
financing options (grants and financial instruments) within
the PPP model as shown by a Croatian case study example.

Effectiveness of blending in cultural heritage sector

The following research phase concerning the blending in
cultural heritage sector is done in three steps. In the first step,
the test of simultaneous use of PPPs and grants will be em-
ployed, while the test of simultaneous use of PPPs, grants and
financial instruments will be employed in the second step.
The third step presents the simulation of the possible cost of
public service during 2013-2017, according to Figure 3, if in the
same period the blending process was available for the public
sector. As one of the most important parts of the whole-life-
cycle costs in cultural heritage projects is CAPEX,? its reduction
is directly correlated with the level of unitary charge payment.
Therefore, in our case, if we take into consideration that the
minimum grant for cultural heritage project is around 30 % of

3 CAPEX (capital expenditure) presents a cost of construction and/or
reconstruction and/or necessary construction works for revitalization
cultural heritage assets.
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eligible capital costs (AIK 2017), the effect on our case study
will result in additional reduction of unitary charge of the 14
%, as shown in Figure 4.

B.3%

Figure 4: VfM analysis with grant effect

It follows that the first step of blending will increase VfM by
an additional 14 % and the new contracted unitary charge
will amount to 7.60 €/m2. Instead of using grants as a source
of funding, Kaczmarek et al. (2018) suggest that the European
Agenda 2030 also recognizes the use of financial instruments
as innovative financing options. According to EIB (2018), both
sources (grants and instruments) can be blended, which
would cause additional savings. In the second step, by using
our example of a real case study simulation, the effect of
paid grant with possible use of current financial instruments
sources in PPP contracts available to the EU member states
(EC 2017) will result in a reduction of contracted unitary
charges in the mentioned cultural revitalization project by
additional 3 percentage points, approximately 17 % (7.37 €/
m2) from the initially contracted unitary charge (ESIF 2017), as
displayed in Figure 5.
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......

Figure 5: VM analysis with grant and financial instrument
effect

Although using various PPP models for revitalization of
cultural heritage sector is still in the minor in many EU
member states, using these models may result in achieving
a significant VfM in public sector cultural projects. While the
process of blending presents a new opportunity for the public
sector, unfortunately, there is still a lack of knowledge and
willingness to implement these “hybrid” structures. The case
study simulation based on a real project shows the possibility
of realizing significant savings from the contracted unitary
charge at the beginning of the PPP contract by at least 17 %
- if we apply blending options after tendering procedure or
if we take into consideration conventional procurement. Con-
sequently, 25 % (17 % + 8,3 %) of savings could be achieved
during the whole-life-cycle period. The contracted unitary
charge in our case study project before blending is 8.84 € per
square meter and it will be paid only if the public service is 100
% available. After the blending process, the new contracted
unitary charge is at 7.37 €/m2 (as shown in Figure 5).

The last part of the analysis includes price simulation of the
same level of project availability during 2013—2017 as displayed
in Appendix 1and Figure 3 — if in the same period the blend-
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ing process existed in the public sector. Considering Figure
3, the historical ratio of contracted (8.84 €/m2) and actually
paid unitary charges, we can simulate the costs of the public
service during 2013-2017, assuming there was the possibility
of blending EU grants and financial instruments in the same
period. The simulation is shown in Figure 6.

s
Costs - Simulation of contracted PPP unitary charge after Blending process

Simulation of the possible paid Unitary charge if the public service is provided
= under the same level of availabiltiy as presented in Figure 4

Real Contracted PPP
unitary charge

8,84 ¢/m2 ——
Simulation of = 1 - - —
contracted PPP -

unitary charge after - =
Blending process 3 i - - L2
e “ B

2013 2014 2015 2016 2017

Figure 6: Simulation of paid unitary charge with the effect of
blending (based on data from Figure 4).

Figure 3 gives the possible correlation between the contracted
unitary charge and unitary charge that is actually paid during
the 20132017 period. Figure 6 shows the new contracted uni-
tary charge of 7.37 €/m2 after the blending process is finished
and possible unitary charge payments if the public service is
provided, under the same level of availability as presented in
Figure 3 for the period 2013-2017. The blending effect clearly
indicates that the price of the public service presented in a
form of unique unitary charge could have been available at
the average price of 7,34 €/m2 (according to Figure 6) and
results with significant public sector savings.
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Today there is a relatively huge lack of research focusing on
the efficiency of blending PPP models with different financ-
ing mechanisms in cultural heritage sector. Only several
researches made a comprehensive analysis of blending. For
example, Rogi¢-Lugari¢, Dodig and Bogovac (2019) were
focused on blending energy efficiency projects only, while
Juri¢i¢ and Kuslji¢ (2014) were focused only at combining PPP
and EU grants. Ferrer and Behrens (2011) were focused only
at combining conventional procurement and financial instru-
ments. As the New Cultural Agenda for Europe is trying to foster
cultural revitalization investments, according to Kaczmarek et
al. (2018), it is crucial to develop new or improve existing poli-
cies. Therefore, this research is an attempt to show the synergy
effectin cultural revitalization sector concerning the efficiency
of PPP models and simulation of possible blending effective-
ness with both EU grants and financial instruments (based on
a real case study example in cultural heritage sector).

Conclusion

Although many EU member states have a long tradition of re-
vitalization of the cultural heritage projects through traditional
procurement, rising public sector deficit and debt has become
a significant obstacle to purely-granted cultural investments.
The New EU Agenda for Culture proposed by the European
commission fostered using more PPP options and innovative
financing solutions for investments in cultural sector. Accord-
ing to that, the aim of this paper was to test the efficiency of
a possible PPP model application with available innovative
financing options based on a Croatian case study example.

According to the analysis, three possible delivery options have
been identified. Besides the conventional procurement, PPP
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models and privatization model have been found. The key
difference between different procurement options is transfer-
ring operational project risks to the private sector. While the
conventional procurement has a limited risk transfer, PPPs
are based on providing overall public services within fully
private responsibility for a certain period of time. Privatization,
however, presents a complete loss of public sector influence
for a proposed project.

The effectiveness of blending solutions using EU grants and
financial instruments have been tested based on a Croatian
case study example and data of contracted and paid unitary
charge in operational period. The analysis has shown that it
is possible to increase the level of effectiveness in the whole-
life-cycle costs by more than 25 % compared to conventional
procurement. Additional private sector discipline and pay-
ment mechanism based on the rule “100 % availability means
100 % payment and, vice versa, o % availability means o %
payment” has demonstrated significant public sector savings
through paying only for those services that have actually
been delivered. Any incomplete provision of services or par-
tial availability of investments automatically causes public
sector payment deduction. In conventional procurement,
revitalization of cultural projects is usually financed from
classic budget finance and available public sector grants,
while possible combinations of grants and other mentioned
options are possible only if there is enough institutional and
administrative public sector capacity which understands all
advantages and drawbacks of such operations.

This paper has presented an attempt to identify the process
of allocation of innovative financing options with PPP models
and an effectiveness estimate of blending process. The find-
ings of this paper can aid decision-makers in selecting the op-
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timal revitalization of cultural heritage project implementation
model which would offer the highest VfM to the public sector.
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