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Private-Public Partnership (PPP) can have an important role in the development 
of local communities. PPP effectively lead innovative and entrepreneurial 
changes in social areas, encouraging participation of the private 
sector in various types of national and local policies. At the same time, 
governments can move towards having a greater enabling, rather than providing 
a role where private organisations are expected to provide services previously 
provided by the government.

The Private-Public Partnership module aims to teach how to identify the needs 
of the society related to large-scale investments, how to develop institutional 
cooperation among the private and public institutions, and how to communicate 
within the community, with stakeholders and the target groups. Also, this module 
covers the basic principles of setting up the PPP and measuring the success. 

At the PPP module you can discover the tools to identify and improve the personal 
competencies useful in PPP development processes. You can learn how to do 
networking and collaboration, as well as to get to know different approaches, 
their advantages, and disadvantages, and how to practice different approaches 
in particular reality during the risk analysis, monitoring and evaluation planning 
process.

PurPose 

• Learners will be able to identify the most important needs of the society 
related to large-scale investments.

• Learners will be able to set up the framework for PPP.

• Learners will improve their understanding of good governance practices 
of PPP.

• Learners will be able to define the main risks and the scope of the 
evaluation of PPP.

LearnIng outCoMes 

skills:

• Learners will improve analysis and planning skills on needs assessment, 
risks, monitoring and evaluation.
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• Learners will be able to choose the most appropriate networking 
approach to develop PPP concepts in their region.

attitudes:

• Orientation towards the development of common understanding on PPP 
by the community.

• Great passion, optimism and enthusiasm for PPP as an appropriate tool 
for community development.

Values:

• Respect for common community needs and development goals.

• Respecting time as an essential source to invest in community 
development.

Knowledge:

• Learners will improve their knowledge of the PPP framework and models 
in general.

• Learners will know how to communicate more effectively with the 
stakeholders within the PPP framework.

Keywords 

• Public-Private Partnership

• Institutional cooperation

• PPP models 

• PPP challenges and benefits

• Risks analysis

• Public procurement

• Evaluation and monitoring
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gLossary

evaluation 
The process of judging, or calculating the quality, importance, amount or value 
of something.1

 
Monitoring
The systematic and routine collection of data during project implementation 
to establish whether an intervention is moving towards the set objectives or 
project goals.2 

Private entity
Privately-owned company or consortium.

Public entity
The part of an economy that is controlled by the state, may be a ministry, a 
state enterprise, a statutory body, local government or any other government 
contracting authority. 

Public-Private Partnership
A long-term contractual relationship between a state or state-owned entity and 
a private-sector entity whereby the latter delivers and funds public services 
using a capital asset, sharing the associated risks with the state or state-owned 
entity.3

Public Procurement
The action of a public authority, such as a government agency, to procure goods 
or services.4

stakeholder
A person who is involved with an organization, society, etc. And therefore has 
responsibilities towards it and an interest in its success.5 They may include 
civil society organisations and groups with special interests - locally affected 
communities or individuals and their formal and informal representatives, 
national or local government authorities, elected representatives, regulators, 
agencies, end-users, the academic community, businesses and non-state 
actors.6
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2.1. Defining Public-Private Partnership

Public-Private Partnership (PPP) refers to long-term partnering 
relationships between the public and private sector to deliver public 
services. It is an approach that many governments have adopted to increase 
private sector involvement in the delivery of services. With PPP, the public sector 
can focus on acquiring services on the most cost-effective basis, rather than 
directly owning and operating assets. 

PPP projects must be structured to benefit both the public sector and the 
private sector. Specifically, the PPP deal must deliver value for money to 
the government and also present commercially attractive business 
opportunities for the private sector. 

PPP may be initiated by either the public or the private sector.

PPP generally is a long-term procurement contract between public and private 
entities, in which the proficiency of each party is focused on the designing, 
financing, building and operationalizing of an infrastructure project or, providing 
a service through the appropriate sharing of resources, risks and rewards. PPP 
key characteristics include:

• Long-term service provision;

• The cooperation is between one or several public partners and one or 
several private partners;

• The cooperation is carried out to meet public needs;

• A public and a private partner pool and use the resources available 
thereto (e.g. property, financial resources, knowledge and experience);

• A public partner and a private partner share the responsibility and risks.

There is no consensus about how to define PPP. There is no harmonized European 
Union regulation on PPP either. On the EU level, there is a general framework for 
PPP such as: 

• A form of cooperation between the public and private sector; 

• A scheme of executing tasks or providing services traditionally procured 
by the public sector; 
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• An undertaking where both parties are capable to execute their tasks 
more efficiently than the other party; 

• An economically effective formula for building infrastructure and 
providing public services; 

• An undertaking that brings benefits to both involved parties proportionally 
to their involvement.7 

The European Commission has adopted the following definition: PPPs are 
forms of cooperation between public authorities and the private 
sector that aim to modernize the delivery of infrastructure and 
strategic public services. In some cases, PPPs involve the financing, design, 
construction, renovation, management or maintenance of an infrastructure 
asset; in others, they incorporate the provision of a service traditionally delivered 
by public institutions. Whilst the principal focus of PPPs should be on promoting 
efficiency in public services through risk-sharing and harnessing private sector 
expertise, they can also relieve the immediate pressure on public finances by 
providing an additional source of capital. In turn, public sector participation 
in a project may offer important safeguards for private investors, in particular 
the stability of long-term cash-flows from public finances, and can incorporate 
important social or environmental benefits into a project.8 

exPLore More

PPP in Brief

A Quick Introduction to PPP

UNECE on PPP

What is a PPP

https://www.youtube.com/watch%3Fv%3D3h_PEVu6Wlk
https://www.youtube.com/watch%3Fv%3DKWfqaZrLqhI
https://www.youtube.com/watch%3Fv%3De_NcpyEc84E
https://www.youtube.com/watch%3Fv%3D3k586R6EFrY
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2.2.  Myths about PPP

Fears and myths around PPP do obstruct the popularization of PPP in many 
European countries, alongside insufficient knowledge or experience on the 
subject.9 The most common myths related to PPP are summarized in the table 
below. Myths themselves are commonly believed but false statements, as there 
is no evidence that they are true. A single negative case that happened in the past 
can not become the foundation of the statement that everywhere the same is 
happening. The community leaders and the decision makers need to spread the 
word in the community to minimize the fears and not to disseminate the myths 
or, in other words, prepare the arguments in advance against the fears 
and myths, and use them in the communication with the community.

tabLe 1
CoMMon Myths about PPP

• Corruption and law infringements

• Privatization

• High costs 

• Prolonged procedures

• Unresolved ownership

• Appropriate contractual provisions

• Training or advisory services to PPP actors 

• External causes

• Magic solution

Source: authors

Corruption and law infringements - the popular opinion is that the cooperation 
of public and private sectors under the PPP scheme is particularly corruption-
prone. However, there are no particular examples found to confirm this 
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statement. Moreover, in EU countries as democratic countries, there are very 
strict procurement legislation, anti-corruption rules and strict multi-level control 
on the civil servants and their activities which makes the possibility of corruption 
and law infringements at the low level.

Privatization - fear against privatization of public property under PPP and 
reluctance to contracts between the private and public sector is particularly 
strong in the countries of former Soviet influence. However, the privatization 
process itself has a positive purpose - it creates a favorable environment for 
private capital activities in the interests of a county’s or municipality’s economic 
development and narrows down the activities performed by the public sector 
as merchants. Taking into account this purpose, there is nothing bad about 
privatization itself.

high costs - the implementation of PPP projects is criticized as expensive but 
it’s important to consider benefits along with this criticism. There is a clear 
statement in the economy that the value of money tomorrow will be less than 
today. It means that a few million euro in 5 years will be less valued but the 
people will be able to use the service at that time instead of just dreaming about 
it. The high costs of one or another infrastructure always will be the topic for 
discussion but most important is to talk about the benefits for the people and 
how the one or another infrastructure will meet the needs of the community.

Prolonged procedures - the duration of PPP preliminary procedures is linked 
with the expected project duration. This usually is related to the management 
issues and the proper planning and risk analysis before starting PPP. Yes, in the 
past there have been enough examples of prolonged procedures. However, the 
history of modern PPP is not so long and day by day the PPP becomes more 
qualitative. Thanks to those failures in the past, now we have better legislation 
and different support and education materials for those who want to implement 
PPP.

unresolved ownership - unresolved ownership issues can get in the way of all 
kinds of projects. If the PPP managers take into account the good practice of 
PPP and follow the legislation which says that ownership should be clearly 
stated in the contract, there is no place for such a myth.

Issues addressed by appropriate contractual provisions - loss of control on the 
services provided by the public entity; an excessive increase of contributions 
paid to the private actor by the customers; monopoly for services provided by 
the private actor; a decrease of quality of service under PPP scheme are few of 
well-known examples. If the examples are known, they can be managed easily, 
right? There are some tips in the section on monitoring.
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Issues addressed by training or advisory services to PPP actors - poor preparation 
for PPP implementation; little experience of the private entities; difficulties of 
the public entities to express their needs as regards the scope of works, quality 
of service, etc. Yes, all those exist, but as it’s mentioned above - short history 
and relatively little experience influence that process. Now there are many good 
examples that these problems can be prevented.

Issues related to external causes - unfavorable conditions for PPP development, 
poor legal framework, political instability can be the case, but the governments 
work on it hardly as PPP is taking more and more place on the agenda across 
the EU. We are not protected from political instability but by the strong legal 
framework, we are developing PPP all over. 

Many governments see PPPs as a magic solution allowing infrastructure to be 
built without cost or risk to the government and with minimal preparation. These 
perceptions are false, as almost all PPPs create liabilities for future taxpayers 
and are onerous to prepare. Detailed analysis is needed to find out if PPP is the 
best solution for the particular needs of the community.

To minimize the myths around PPPs, the best thing we should do - to share 
examples of best practices from around the world, and, of course, be the creators 
of these best practice examples.
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2.3. areas of PPP

There are various types of PPPs, established for different reasons, across a 
wide range of market segments, reflecting the different needs of governments 
for infrastructure services. Although the types vary, two broad categories of 
PPPs can be identified: the institutionalized kind that refers to all forms of joint 
ventures between public and private stakeholders, and contractual PPPs.10

tabLe 2
exaMPLes of PPPs

• Power generation and distribution

• Water and sanitation

• Refuse disposal

• Gas pipelines

• Hospitals

• School buildings and teaching facilities

• Stadiums

• Air traffic control

• Prison facilities

• Railways

• Roads

• Information technology systems

• Housing

• Theaters
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• Social houses

• Government offices

• Bridges

• Airports

• Metro

• Ticketing systems

• Parking

• Waste management systems

• Electricity transmission lines 

• Street lighting

• National parks 

• Cultural heritage buildings 

• Student residences 

• Sport centers 

• Fire stations 

• Military facilities

Source: authors

To get the inspiration for new PPP initiative ideas, it’s useful to use the latest 
development programs or plans of the territory where already some 
analysis of community needs are fixed or search for the latest research 
within the local community, or organize the independent research by yourself to 
set up the areas to evaluate by the community.
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When the community has the power to speak up and make the decision about 
which services are essential to develop the community immediately, which ones 
can get as the alternative now and can wait, then the community leader can 
force the issue at the different levels of the decision-making as he or she is not 
alone in this case. Community is always happy when they see someone ready 
to act.

All big things start with small steps. And for the community leaders, it is 
important to have the support of the community to proceed with the dreams 
of the community. It also makes the voice of the community leader much more 
trustworthy.

Search for the existing opinion, search for the alternatives for one or another 
service, get the approval from the community that the chosen areas to develop 
through the PPP is appropriate at the moment and go for it!

PraCtICe- sPIder teMPLate

How important in your reality are possible areas of 
PPP? Mark grid where 1 is in the centre and 5 outside 
the circle and 1 - not important for my community at 
all, 5 - very important for my community. Adapt the 
sections of the Spider Template to your reality and 
areas of the interests of society, private companies or 
public bodies



17

1

SCHOOLS

HOUSING

WASTE
MANAGEMENT

NATIONAL
PARKS

ANIMAL
SHELTERS

HOSPITALS

PRISONS

...

2

3

4

5



 PPP Models and
Principles

III



3.1. Common Principles

The decision by the public authority to pursue PPP delivery is often based on 
analysis to determine that the PPP approach will deliver value to the public 
through one or more of the following:

• Lower cost;

• Higher levels of service;

• Reduced risk.

PPPs allow governments to access alternative private sources of 
capital, enabling important and urgent projects to proceed when 
otherwise they may not be possible.

The certainty of outcomes is increased both in terms of on-time delivery of 
projects (the private partner is motivated to complete the project as early as 
possible to control its costs and so that the payment stream can commence) 
and in terms of on-budget delivery of projects (the payment schedule is fixed 
before the work starts, protecting the public from exposure to cost overruns).

The economic perspective of PPP:

• An effective procurement regime means that government institutions 
can buy goods and services of higher quality at lower prices;

• Mechanisms that secure well-governed projects will heighten the 
support of society for PPPs and give policymakers the confidence to 
provide the political support for the PPP process;

• Projects which are well planned and are based on the full agreement 
of all parties engaged, following proper and ongoing consultation, have 
less of a chance of unraveling, thereby avoiding costly litigation;

• A public administration that openly conducts its purchasing contributes 
to the increased confidence of suppliers in the reliability of the 
administration as a business partner;

• Good governance and efficient institutions are strongly linked to 
increased competitiveness and faster rates of economic growth and 
development.

19



By combining the unique motivations and skills of both the public and private 
sectors and through a competitive process for contract award, there is a high 
potential for innovative approaches to public infrastructure delivery with PPPs.

20
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3.2. PPP Models worldwide

PPP can be categorized by type of partnership, or transactional arrangement, 
into:10 

• PPP of contractual nature - the partnership between the public and 
private sector is based only on a contract. In this type of arrangement, 
the private sector assumes responsibility for designing, building, and 
managing the facility. The private partner also manages the project 
finances, sometimes with contributions from the government.

• PPP of institutional nature - cooperation between the public and private 
sector takes place within a specific entity. Mutual rights and obligations 
are secured by the entity’s statutes and by an agreement between 
shareholders, i.e. public and private actors.

In both arrangements, management of traditional public sector obligations is 
delegated to the private sector, and the whole enterprise is regulated by the 
contract. 

A central characteristic of a PPP is that it bundles together multiple project 
phases or functions. Nonetheless, the functions for which the private party is 
responsible vary and depend on the type of asset and service involved. Typical 
functions include:

• design - involves developing the project from initial concept and output 
requirements to construction-ready design specifications.

• build, or rehabilitate - when PPPs are used for new infrastructure 
assets, they typically require the private party to construct the asset and 
install all equipment. Where PPPs involve existing assets, the private 
party may be responsible for rehabilitating or extending the asset.

• finance - when a PPP includes building or rehabilitating the asset, 
the private party is typically also required to finance all or part of the 
necessary capital expenditure.

• Maintain - PPPs assign responsibility to the private party for maintaining 
an infrastructure asset to a specified standard over the life of the 
contract. This is a fundamental feature of PPP contracts.
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• operate - the operating responsibilities of the private party to a PPP 
can vary widely, depending on the nature of the underlying asset 
and associated service. The private party could be responsible for 
the technical operation of an asset and providing a bulk service to a 
government off-taker, for example, a bulk water treatment plant, or the 
technical operation of an asset and providing services directly to users, 
for example, a PPP for a water distribution system.12

There is a range of PPP models that allocate responsibilities and risks between 
the public and private partners in different ways. The following terms are 
commonly used to describe typical partnership agreements:13

tabLe 3
PPP ModeLs

• Buy-Build-Operate (BBO)

• Build-Own-Operate (BOO)

• Build-Own-Operate-Transfer (BOOT)

• Build-Operate-Transfer (BOT)

• Build-Lease-Operate-Transfer (BLOT)

• Buy-Own-Operate-Transfer (BUYOOT)

• Design-Bid-Build (DBB)

• Design-Build-Operate (DBO)

• Finance Only (FO)

• Operation & Maintenance Contract (O&M)

• Design-Build (DB)

• Operation License (OL)

Source: authors
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• buy-build-operate (bbo): Transfer of a public asset to a private or 
quasi-public entity usually under the contract that the assets are to be 
upgraded and operated for a specified period. Public control is exercised 
through the contract at the time of transfer.

• build-own-operate (boo): The private sector finances, builds, owns 
and operates a facility or service in perpetuity. The public constraints 
are stated in the original agreement and through ongoing regulatory 
authority.

• build-own-operate-transfer (boot): A private entity receives a 
franchise to finance, design, build and operate a facility (and to charge 
user fees) for a specified period, after which ownership is transferred 
back to the public sector.

• build-operate-transfer (bot): The private sector designs, finances 
and constructs a new facility under a long-term Concession contract, 
and operates the facility during the term of the Concession after 
which ownership is transferred back to the public sector if not already 
transferred upon completion of the facility. Such a form covers BOOT 
and BLOT with the sole difference being the owner of the facility.

• build-Lease-operate-transfer (bLot): A private entity receives a 
franchise to finance, design, build and operate a leased facility (and to 
charge user fees) for the lease period, against payment of rent.

• buy-own-operate-transfer (buyoot): The private partner buys a 
public facility, uses it for a certain period and provides the service. 
Upon expiration of the agreement, the facility is transferred to the public 
partner without charge.

• design-bid-build (dbb): The public partner defines the requirements for 
the project, ensures its financing and design. The procurement procedure 
is used to select a private bidder, responsible for the construction. The 
public partner is the owner of a newly constructed facility and provides 
its service and maintenance.

• design-build-finance-operate (dbfo): The private sector designs, 
finances and constructs a new facility under a long-term lease, and 
operates the facility during the term of the lease. The private partner 
transfers the new facility to the public sector at the end of the lease 
term.
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• design-build-operate (dbo): The private partner designs, builds, and 
operates the infrastructure following the specifications and requirements 
of the public partner. The price is usually pre-agreed and fixed, so the 
risk and cost of quality assurance and maintenance of the constructed 
facility are on the private partner. The public entity owns and operates 
the assets.

• finance only (fo): A private entity, usually a financial services company, 
funds a project directly or uses various mechanisms such as a long-
term lease or bond issue.

• Lease-develop-operate (Ldo): The private partner leases the public 
facility, develops and improves it technologically and functionally, as 
well as operates it. The public partner retains ownership of the facility 
and receives payments according to the lease agreement. This model is 
usually used in the development of airport facilities.

• operation & Maintenance Contract (o&M): A private operator, under 
contract, operates a publicly owned asset for a specified term. Ownership 
of the asset remains with the public entity. (Many do not consider O&M’s 
to be within the spectrum of PPPs and consider such contracts as 
service contracts.)

• design-build (db): The private sector designs and builds infrastructure 
to meet public sector performance specifications, often for a fixed price, 
turnkey basis, so the risk of cost overruns is transferred to the private 
sector. (Many do not consider DB’s to be within the spectrum of PPPs 
and consider such contracts as public works contracts.)

• operation License (oL): A private operator receives a license or rights to 
operate a public service, usually for a specified term. This is often used 
in IT projects.

The options available for delivery of public services range from direct provision 
by a ministry or government department to outright approach, where the 
government transfers all responsibilities, risks and rewards for service delivery 
to the private sector.
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exPLore More

PPP Models

PraCtICe - Pros and Cons

1. Research the pros and cons of different models on 
the internet.

2. Mark which model you prefer according to your 
local reality and needs.

https://www.youtube.com/watch%3Fv%3DZpdz7RHwBeA
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4.1. Introduction to PPP Legal framework

Investors in PPPs need predictability and security in legal frameworks, which 
means fewer, simpler and better rules. Besides, the legal framework needs to 
take account of the beneficiaries and empower them to participate in legal 
processes, protecting their rights and guaranteeing them access to decision 
making. Countries need a secure, predictable, stable, consistent and 
commercially oriented framework of law and regulation so that PPPs 
can flourish.

PPP legislation should not be prescriptive, but permissive, focusing on achieving 
outcomes while setting broad parameters in which partners can design and 
implement projects that they agree on. Better laws are those that are knowable 
and secure, allowing investors to plan investment decisions and to adopt the 
longer term as opposed to short-term perspectives when entering a market and 
this factor can attract a better quality of investment to a PPP. In PPPs better 
predictable rules have also some other more specific advantages, namely 
where the need to mitigate risk is such a central feature, predictability can allow 
lenders to better quantify the risk. Better also means better quality legislation 
that clarifies rights and obligations in PPP processes.

The purpose of PPP laws usually is to facilitate cooperation between the public 
and private sector using efficiently resources of the public partner and private 
partner for meeting public needs, ensuring publicity, free competition, equal and 
fair attitude in the implementation of the public-private partnership, as well as 
to promote the fulfillment of the obligations of the entered into public-private 
partnership agreement until the expiry of the validity thereof by facilitating 
continuity of the construction works and services provided for in the public-
private partnership agreement.

Currently, the following EU countries have adopted individual acts on PPP: 
Bulgaria, Croatia, Estonia, France, Greece, Ireland, Latvia, Lithuania, Poland, 
Romania and Slovenia and others. You can find links to the country-specific 
legal acts on the web page of the World Bank.

https://ppp.worldbank.org/public-private-partnership/about-ppplrc-ppp-legal-resource-center
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PraCtICe - natIonaL LegIsLatIon 

Find out if there are any specific legal acts related to 
PPP in your country of residence. If so, read them for a 
better understanding of the conditions on how you can 
arrange the PPP in your country or become part of any. 
If there is not, find at least 3 reasons why by the little 
research on the internet.

exPLore More

Convention on access to information, public 
participation in decision-making

PPP Related Legislation Around the World

https://www.unece.org/fileadmin/DAM/env/pp/documents/cep43e.pdf
https://www.unece.org/fileadmin/DAM/env/pp/documents/cep43e.pdf
https://ppp.worldbank.org/public-private-partnership/legislation-regulation/laws/ppp-and-concession-laws%23examples
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4.2. PPP Case studies in europe

The United Nations (UN) regularly monitors the good examples of PPPs. 
According to the practice UN is promoting, there are great possibilities to inspire 
from the sectors where PPPs have been especially successful in other countries 
in Europe, for example:

• United Kingdom: schools, hospitals, prisons, and defense facilities and 
roads;

• Greece: transport projects - airport and roads;

• Ireland: road and urban transport systems;

• Netherlands: social housing and urban regeneration;

• Spain: toll roads and urban regeneration.

Case studies can help us to better understand the directions that are appropriate 
in our particular situations and can inspire us to start to manage one or another 
issue through PPP. Case studies can be searched by countries and municipalities 
similar to yours, and it can be also worth exploring some less related examples 
to learn about best project management practices or get your answer if PPP is 
the direction that can meet the needs of your community.

exPLore More

PPP Examples Worldwide

The UK’s Private Finance Initiative

PPPs for Cultural Heritage Conservation

The World Bank Group’s Handshake Series

https://www.youtube.com/watch%3Fv%3D2YSfY8aAPTQ
https://www.researchgate.net/publication/266880813_International_handbook_on_public-private_partnerships%0D
https://www.getty.edu/conservation/publications_resources/pdf_publications/pdf/public_private.pdf
https://documents.worldbank.org/en/publication/documents-reports/documentlist%3Fqterm%3DHandshake%26lang_exact%3D
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exPLore More

Best Practices by UNECE

https://www.unece.org/ceci/ppp.html
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4.3. PPP Challenges and Benefits

ChaLLenges 

PPPs face challenges in implementation and operation, and need conscious 
efforts to address these challenges and thus improve performance. This section 
provides an overview of the main commonly observed challenges faced by the 
public and private sector to the delivery of PPPs. 

In many countries, implementing infrastructure development projects has always 
been an issue because the projects are not always completed, and it results in 
failure in government or the public sector. Failures in these projects gave way 
for the formation of PPP models that made the private sector organizations 
synchronize with the public sector to see how projects can be embarked upon 
and be delivered effectively. 

tabLe 4
MaIn ChaLLenges of PPP

• Costs

• Transparency

• Neutrality

• Non-Discrimination

• Communication

• Monitoring

• Audit

• Sustainable development

• Planning
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• Management

• Personal gain

• Time-frame

• Political change

• Lack of competition 

Source: authors

Many PPP processes are often very complex and this raises the cost and excludes 
all but the wealthier partners. Simpler procedures will improve competition, 
which will also increase the range of partners governments can choose from.

The selection of the bidder should be undertaken following a transparent, 
neutral and non-discriminatory selection process that promotes competition 
and strikes a balance between the need to reduce the length of time and cost of 
the bid process and acquiring the best proposal. Along these lines, corruption 
should be penalized as well:

• transparency refers to the openness of procurement policies and 
practices. The basis for proposal evaluation should be made public;

• neutrality refers to clear, specific and predictable rules that do not 
provide scope for discretion and prevent any conflict of interest and 
provide a means of the complaint and monitoring the implementation 
of the rules;

• non-discrimination refers to all fair and equal treatment of all economic 
entities, public and private, foreign and domestic in the competition for 
PPP contracts.

The PPP process should put people first by increasing accountability 
and transparency in projects and through these improving people’s 
livelihoods, especially the socially and economically disadvantaged. In all 
countries, the consultation process and communication needs also to include 
full information on what PPPs are. Many people are not familiar with PPPs and 
consider them another form of privatization.
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exPLore More

UN Guidebook on Promoting Good 
Governance in PPP

Challenge is also to establish the auditors and independent bodies to monitor 
performance and to define targets in such a way that they can be effectively 
used in practice.

the PPP process should integrate the principles of sustainable 
development into PPP projects, by reflecting environmental considerations 
in the objectives of the project, setting specifications and awarding projects to 
those bidders who fully match the green criteria.

exPLore More

The Green Claims Code

Poor planning and coordination - good sector and cross-sector planning and 
coordination are needed to ensure that the best projects - those that represent 
good value for money, enable integrated regional development, and provide 
customers with the services they desire - are consistently selected.

Politics or personal gain interfering with the project selection process can take 
the place in PPP - increasing costs or diverting funds to less beneficial projects.

PPPs are significantly more complex than traditional procurement methods - 
there is a significant risk in sinking resources into unworthy or unsuitable PPP 
projects that consume more resources than conventional and less complex 
procurement routes. PPP projects demand more highly specialized resources 
and attention by the government. 

https://digitallibrary.un.org/record/632894
https://digitallibrary.un.org/record/632894
http://www.defra.gov.uk/environment/consumerprod/gcc/index.htm%0D
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the time needed for PPP project preparation is longer than for public works 
projects - if the governments want quick results may be discouraged from 
following the PPP route. 

Political change - new government administrations can perceive that they are 
only paying for an infrastructure project that generated political benefits to 
others (their predecessors) in the past. 

Significantly higher transaction costs now, both for the public sector and the 
private sector - these higher costs are inherent in the higher complexity of the 
procurement, particularly during the tender process, costs of loans in banks, 
if relevant, and also higher costs in preparation, appraisal and monitoring 
resources. But higher costs also means to have the service now, not in the future, 
to have a more reliable quality of service and the value of money in the future 
anyway will be less as today.

Lack of competition - after the signing of the contract, contract renegotiations 
are frequent. When this happens, being a monopolistic supplier, the private 
operator has an advantage in negotiating with the government compared to a 
supplier in a competitive market. The only way to mitigate these risks is to build 
flexibility for change into the contract, together with clear boundaries.

Lack of high-level management from the public entity side - sufficient resources 
in a project team, a full-time dedicated project manager, and adequate 
incorporation of advisors, the existence of an advocate for the project outside 
the project team, clear decision framework (organized through project boards 
and linked to a program governance structure) and decision chain, proper 
stakeholder management (who should be informed about and engaged with 
the project from its early stages), fluent and clear communication (including 
communication to the general public) and other issues should be managed by 
the public entity.

benefIts

The benefits and impacts of the services delivered must be defined, understood 
and respected by all parties. Properly prepared PPP projects can bring benefits 
to both public and private actors. 

Through closer collaboration with the private sector, public services can be 
delivered in a more value-for-money way by making optimal use of the public 
and private sectors’ expertise, resources and innovation to meet public needs 
effectively and efficiently. 
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The benefits can be:

• financial - for example, additional capital for new investments, or private 
partner uses quality materials to reduce maintenance costs during the 
contract period - cost efficiency through lifecycle optimization; more 
business opportunities to the private sector; service delivery through 
PPPs meets public needs at the best value for money;

• Non-financial - for example, transfer of risks - as a rule, the risk is 
allocated to the partner that is better prepared to manage it; transfer of 
new, effective technologies and know-how in possession of the private 
partner; enhanced quality of public services and project management; 
the competitive advantage of the private sector; meeting the public 
needs effectively.

More about the most important of the specific benefits:14

• Cost Management - higher flexibility in contracting through flexible 
negotiations with subcontractors and a more flexible labor framework 
and the for-profit nature of the private sector;

• Life-Cycle Cost Management - the private partner will assume the risk 
of cost overruns during the whole life of the contract. Therefore, it has 
the incentive to design the life cycle to optimize the overall cost of 
construction and maintenance;

• risk transfer and risk Management - paying based on outputs 
(availability or use) rather than on costs and requiring the private partner 
to finance the investment based on such revenues allows for significant 
risk transfer. Allocating or transferring risks to the private partner (those 
risks that are inherent in the scope of the contract and to the extent they 
are manageable by a competent manager) provide value for money, as 
the private sector is more able to mitigate, assess, price and manage the 
consequences of most risks;

• Innovation - focusing the requirements on output specifications 
incentivizes innovation to design, construct and manage maintenance 
in a more cost-effective way;

• reliability - results in terms of time for construction (time reliability) and 
achievement of results (technical or quality sustainability) are higher 
through the revenue regime of a PPP linked to performance and based 
on results);
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• Incremental asset utilization - under the appropriate incentives, the 
private partner will be interested in maximizing utilization (for instance, 
in payments by the user or per user or through specific bonuses);

• upfront Commitment and Predictability and other general benefits - 
with the necessary caution in terms of exposure to liabilities, PPPs help 
organize and distribute budgets to protect long-term quality standards 
in public infrastructure;

• PPPs may also provide demonstration effects and help in decreasing 
corruption by increasing transparency and assurance.

PraCtICe - goIng LoCaL

Set up the list of pros and cons regarding PPP usage in 
your local reality. What would be the main challenges 
and benefits for both, the public and the private sector?

exPLore More

UN Guidebook on promoting good 
governance in public-private partnerships

PPP - Benefits and Limitations

https://digitallibrary.un.org/record/632894
https://digitallibrary.un.org/record/632894
https://www.youtube.com/watch%3Fv%3DWYoXWNm62Zw
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5.1. how to set up and Implement PPP?

A typical PPP project has several distinct phases:15 

• decision-making phase: before we are organizing the procurement 
we need to plan the time for the decision making - to prepare the 
argumentation: sector diagnostic, SVID, needs analysis or use any other 
evaluation approach; as well as to present the approach of PPP to the 
decision-makers and get their formal acceptance;

• Procurement phase: the process leading up to the selection of the private 
partner and contract execution, during which the public entity should 
establish a sound contractual foundation for subsequent management 
over the life of the contract; 

• Construction phase: from the time when the PPP provider commences 
construction to the commissioning of the completion of the construction; 

• service delivery or operational phase: covering the start of the first 
payments for the provision of services required under the contract to 
the remaining life of the contract; 

• Continuation or contract expiry, termination phase: the period leading 
up to and after contract expiry or termination.

tabLe 5
PPP ProjeCt CyCLe

• Decision making

• Procurement

• Construction

• Service delivery

• Continuation

Source: authors



39

exPLore More

Creating a PPP Enabling Environment

PPP Project cycle

Public-Private Partnership Handbook

https://www.youtube.com/watch%3Fv%3D3nnNWLQ0jqU
https://www.youtube.com/watch%3Fv%3DlgVmPNGVtz4
https://www.mof.gov.sg/docs/default-source/policies/procurementprocess/ppphandbook2012.pdf
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5.2. Is it really needed?

Infrastructure is critical for economic development, reducing poverty 
and inequality, creating jobs, and ensuring environmental sustainability. 
Governments are ultimately responsible for the provision of public services and 
the infrastructure required for their delivery. Infrastructure investment is often 
part of the social contract between a government and its citizens. As of 2016, it 
was estimated that:

• Over 2.4 billion people lacked access to improved sanitation;

• At least 663 million people lacked access to safe drinking water;

• Over one billion people lived without access to electricity;

• At least one-third of the world’s rural population was not served by an 
all-weather road.16

The three main needs that motivate governments to enter into PPPs for 
infrastructure are:17

• To attract private capital investment (often to either supplement public 
resources or release them for other public needs);

• To increase efficiency and use available resources more effectively;

• To reform sectors through a reallocation of roles, incentives, and 
accountability.

To be successful, PPPs must be built upon a sector diagnostic that provides a 
realistic assessment of the current sector constraints. Specifically, the sector 
diagnostic covers:

• technical issues;

• legal, regulatory, and policy frameworks;

• institutional and capacity status; and

• commercial, financial, and economic issues.
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To answer the question - is PPP really needed? - it is essential:

• to organize the sector diagnostic in a particular field of interest - the 
sector diagnostic helps to assess the status quo, identify gaps and 
weaknesses;

• to develop a sector reform strategy or road map - outlining the tools and 
activities required for reform. 

In many cases, reliable or comprehensive data on performance are not available 
in every area, such as the financial or technical area. In those cases, it may be 
more efficient to focus on the collection key indicators which provide an overview 
of the overall performance of the sector. 

The sector diagnostic is likely to be performed with the support of a team of 
local and/or international engineers, lawyers, economists, financial analysts, 
and policymakers. Depending on the complexity of the sector, the availability 
of data, and the consultants’ procurement process, the sector diagnostic can 
take from 1 to 2 years. As a result of the sector diagnostic, the government 
can determine to what degree an enabling environment exists for PPP and what 
activities are required in advance of PPP to create such an environment.

So, to be sure PPP is the right way to go:

• organize the sector diagnostic or use another approach;

• prepare the road map for PPP;

• discuss and agree to the road map with local decision-makers, 
community and stakeholders;

• if all the parts agree on the road map (including the slight changes) - 
let’s start PPP.

To answer the question - is PPP really needed? - it takes time and resources. 
But without effort to analyze the field, we won’t be able to answer the question 
clearly and wisely.
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5.3. Management of PPP

For the success of the PPP project, it is important to have a strong project 
management team within the public sector agency to oversee the implementation 
of the project. This team should have competencies in the financial, legal and 
technical aspects of contracting through PPP. Similarly, private sector bidders 
should demonstrate that they have a strong management team that is capable 
of delivering on the contract. 

The public sector PPP project team should be made up of public officers who 
understand the policy objectives and service requirements for the project. If the 
public officers involved in the PPP project are not familiar with the financial, 
legal or technical aspects of the project, private sector PPP advisors can be 
engaged to provide the necessary expertise to design a viable PPP deal. 

Generally, the public sector project team is responsible for: 

• Evaluating whether it is feasible to structure a PPP model for the project; 

• Structuring the PPP tender that delivers the best value for money to the 
public while providing sufficient business opportunities for the private 
sector. This could include carrying out a detailed study to recommend 
a feasible PPP scheme, including the financial arrangements, pre-
qualifying criteria of the PPP provider and preparation of the PPP tender 
documents; 

• Evaluating the tender proposals to select the best provider for the PPP 
contract; 

• Preparing the final PPP contract document after the preferred bidder 
has been selected;

• Monitoring the progress and performance of the private provider’s work.

Private sector providers who are interested in tendering for a PPP project should 
also have sufficient competencies to: 

• Understand the PPP model proposed by the public sector and the 
financial implications on the revenue, cost and cash-flow of the PPP 
provider; 
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• Identify business opportunities and propose innovative solutions that 
can meet the public sector’s needs; 

• Identify the responsibilities of the private sector in the PPP model 
proposed by the public sector; 

• Identify sources of financing which offer the lowest financing cost; 

• Structure and price a tender proposal that can meet the government’s 
objectives with the best value for money while remaining profitable for 
the company; 

• Manage the project (if awarded the PPP contract) to consistently meet 
agreed performance requirements. 

Involving procurement and contract management personnel in the project team 
from the beginning will enhance their understanding of the project and enable 
them to form necessary relationships with the awarded private sector company 
before implementation. 

Potential private providers for PPP projects can also consider engaging PPP 
advisors to assist in preparing the tender proposals if they do not have sufficient 
in-house competencies and experience to respond to PPP tenders.

It is essential also to think and plan for good governance. Governance refers to 
the processes in government actions and how things are done, not just what is 
done. It covers the quality of institutions and their effectiveness in translating 
policy into successful implementation. Institutions are in general understood to 
be the bodies setting formal rules (property rights, rule of law, etc.) while taking 
into account informal constraints (beliefs, traditions and social norms) that 
shape human interactions.

Good governance is open to much interpretation but overall six core principles 
have become widely accepted:

• Participation: the degree of involvement of all stakeholders;

• decency: the degree to which the formation and stewardship of the rules 
is undertaken without harming or causing grievance to people;

• transparency: the degree of clarity and openness with which decisions 
are made;
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• accountability: the extent to which political actors are responsible to 
society for what they say and do;

• fairness: the degree to which rules apply equally to everyone in society; 
and

• Efficiency: the extent to which limited human and financial resources 
are applied without waste, delay or corruption or without negatively 
influencing future generations.

There are also several governance areas where these issues play out:

• government: executive stewardship of the system as a whole;

• Public administration: where policies are implemented;

• judiciary: where disputes are settled;

• economic society: refers to state-market, public and private sectors;

• Political society: where societal interests are aggregated;

• Civil society: where citizens become aware of and address political 
issues;

• sustainable development: where environmental concerns are included.

Good governance objectives in PPPs refer to the following:

• A fair and transparent selection process by which governments develop 
partnerships;

• Assurance that value for money has been obtained;

• An improvement of essential public services especially for the socially 
disadvantaged, and adequate training for those to be involved in the 
new partnerships;

• Fair incentives to all parties and fair returns for risk-takers, combined 
with the achievement of commercial success;

• Sensible negotiation of disputes that assures the continuation of 
services and prevents the collapse of projects; and



• Enhanced security in the face of the new threats and for a general 
improvement in the safety of services provided under PPP arrangements.18

Within PPP frameworks the management team should typically define: 

• Procedures: What things need to be done, by whom, in what order, to allow 
the right decision to be made and the right actions to be taken? For example, 
the appraisal phase could set out how a specified agency in government will 
gather and process information to assess whether the project would be best 
done as a PPP;

• decision criteria: How will decisions be made at each step? Again, at the 
appraisal phase, one criterion should be - whether the public interest will 
be better served by doing this as a PPP or as a conventional public sector 
project;

• Institutional responsibilities: Which entities are responsible for which tasks 
and objectives? For example, a specialist PPP unit may be responsible for 
assessing whether a project is best done as a PPP or not; the cabinet may 
be responsible for deciding whether a project should proceed as a PPP; the 
ministry of finance may have a responsibility to advise on fiscal commitments 
made to a PPP project;

• scope of PPP: jurisdiction, sector, size, contract type.19

45

exPLore More

PPP Certification program guide

https://ppp-certification.com/ppp-certification-guide/about-ppp-guide
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PraCtICe - ManageMent struCtures

Find out the management structure of any PPP project 
in your country at the national or regional, or local 
level. Write out 3 similarities and 3 differences from the 
Possible Project Management Structure for a Public 
Sector Project shown in the scheme below.

PossIbLe ProjeCt ManageMent struCture for a PubLIC 
seCtor ProjeCt

P

P

P

Steering Group or Board
Senior management

Project Sponsor
Is a member of the Steering Group

Project Team

Project Sub-Teams

Internal Project Team 
Project manager, in-house experts on

technical, legal, finance issues, experts on
specific sectors

External Advisors 
Financial, legal and technical

Financial Legal Technical

Sub-teams are formed to look into specific issues, such as
design, technical specifications, user consultation, human

resources, community needs and other

Source: Ministry of Finances of Singapore
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5.4. Partnership scope

Everyone with an interest in a proposed PPP and the services or outcomes that 
it is intended to deliver is a stakeholder. Not all stakeholders have the same 
importance to the success of PPP but their involvement and needs should be 
considered carefully according to the particular situation.

Under the PPP scheme, the private partner is usually obliged to implement 
the contractual provisions and cover all or partial costs incurred. The scheme 
varies from the regular public procurement procedure in joint involvement of 
the partners. That means the public authority’s involvement is not limited to 
activities typical for regular public procurements, such as the purchase of a 
service, delivery, or works in exchange for an agreed payment. The public entity 
should cooperate with the private partner on the project’s goals, in particular 
through a contribution and/or remuneration to the private partner. Each partner 
performs tasks that best fit their area of competence. 

Despite the long experience with PPPs, they remain controversial among a range 
of stakeholders. This is partly attributable to the diverse range of stakeholders 
involved in the process and the difficulty in reconciling their interests and 
concerns. Too often the stakeholders have not been properly consulted or 
engaged in the process. Consultation is increasingly seen as important for 
several reasons:

• Inadequate consultation or communication with stakeholders increases 
the danger of opposition, potentially late in the process, leading to delays 
or even cancellation;

• Furthermore, the stakeholders are critical to the sustainability of a PPP. 
Even if the contract is awarded despite opposition, the difficulty and risk 
of the project, increase drastically if public support is not present;

• Stakeholders provide valuable input to the design and practicality of an 
approach. Allowing stakeholders to comment on PPP strategies allows 
for a sense of buy-in and can lead to innovative approaches;

• Broad public support and understanding of the reform agenda 
encourages politicians to stay committed;

• Dissemination of information leads to increased credibility of project 
partners.
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Despite these compelling reasons, some governments see risk in public 
consultation either through the danger of raising expectations that may not 
be met, through losing control of the flow of information, through the danger 
of being unable to reconcile differences, or because the information might fuel 
opposition. These risks are easily outweighed by the benefits of communication 
and the crucial role it plays in building support for, and understanding of PPP.20

the range of staKehoLder Interests In PPPs - exaMPLes

INVESTORS

CONSUMERS

GOVERNMENT

STAKEHOLDER
INTERESTS

- Fair treatment
- Career opportunities
- Good working environment
- Increased productivity

- Maximizing revenue
- Ensuring affordable services
- Attracting investors
- Improving public welfare
- Promoting fair competition

EMPLOYEES

- Fair pricing
- Qualitative, accessible service
- Transparency
- Increased accountability

- Stable and transparent 
regulatory process
- More investment opportunities
- Efficient operations
- Competent human resources

Source: Heather Skilling and Kathleen Booth, 2007
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exPLore More

Private-Public partnership reference guide

https://library.pppknowledgelab.org/documents/4699/download%20
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5.5. Communication with stakeholders

The presenter of the PPP idea can be the private or the public entity. To present 
the idea, firstly the presenter should prepare the description of the idea which 
consist of: title, objective, activities plan and timeline, resources needed and 
possible funding sources, risk assessment, monitoring and evaluation plan, 
budget, benefits and challenges, management description, service description 
and re-financing model at least.

The presentation should be very targeted to the specific stakeholders: 
different aspects should be placed on the top regarding the interests of the 
stakeholders. 

For stakeholders to play an active role in the PPP process, they must be given not 
only a forum for participation but also the information they need to participate 
effectively. The appropriate forum to communicate and build support for PPP is 
through an iterative dialogue with stakeholders. Each communications program 
must be tailored to the local context and PPP, but would include some or all the 
components below:

• opinion research: Opinion research gathers data on stakeholders, their 
perceptions, and behaviors for the issues concerning a specific PPP. The 
research influences the content and media of the communications program 
as well as the reforms themselves. The research is conducted on a relatively 
formal basis through questionnaires, focus groups, etc.;

• stakeholder consultation: Consultation is a less formal process through which 
themes and policies of interest are discussed within or across stakeholder 
groups. It is intended to gather information and build an understanding 
among the reformers as to current perceptions and understanding and the 
basis of those opinions. A key part of stakeholder consultation is to manage 
expectations for how feedback will be incorporated into the reform process; 
that is, the feedback may not translate into a direct change in the PPP design 
or process but will be one stream of influence. This might be accomplished 
through focus groups or stakeholder discussion groups;

• Public awareness: Public awareness efforts are aimed at a broad range of 
stakeholders and are designed to increase general awareness of an issue. 
This is a proactive distribution of information that will help inform public 
reaction to PPP. This might be done through TV, radio, town meetings, and 
newspapers;
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• Public education: Public education is the process of providing stakeholders 
with the tools and information required to increase understanding of an issue 
or to take on a new role. This is a more specific and detailed program than 
public awareness.21

Communication activities have to begin early in the process and continue 
through to closure and even during implementation. The project structure should 
incorporate mechanisms to ensure ongoing communication with the public. The 
communication program associated with PPP has to occur not only at all stages 
of PPP, but on several levels: at the policy or key decision-makers level, the level 
of the enterprise, among the stakeholders specifically affected by a PPP, and 
among the public at large as needed.

PraCtICe - goIng LoCaL

Write the list of your principles of building and 
maintaining positive relationships with the 
stakeholders.

exPLore More

Public-Private Partnership handbook

https://www.mof.gov.sg/docs/default-source/policies/procurementprocess/ppphandbook2012.pdf%0D


52

5.6. financial framework

The private sector brings financing to PPPs, which provides specialized financing 
that is different from both public finance and corporate finance. As noted above, 
PPPs are often funded through government budgets but may also be partially or 
completely funded by the users of the service (e.g. toll road). Project finance is, 
for the most part, how PPPs are funded.

The payment mechanism determines the payments that the government makes 
to the private provider in a PPP project. This payment is often referred to as the 
unitary charge, as it is a payment for the delivery of units of service required by 
the public sector. The payment mechanism is at the heart of the PPP contract as 
it puts into financial effect the allocation of risk and responsibility between the 
public agency and the private sector. The payment mechanism for any individual 
project will need, more than almost any other aspect of the PPP contract, to be 
tailored and structured to reflect the particular needs of the public agency, the 
users and the nature of the deal. 

The objective of using project financing to raise capital is to create a structure 
that is bankable (of interest to investors) and to limit the stakeholders’ risk by 
diverting risks to parties that can better manage them. Project finance is based 
on the following characteristics:

• stand-alone project: the funding raised is for only one project;

• special purpose Project Company as the borrower: an independent legal 
vehicle (Project Company) is created to raise the funds required for the 
project;

• high ratio of debt to equity (gearing or leverage): the newly created 
project company usually has the minimum equity required to issue debt 
for a reasonable cost, with equity generally averaging between 10 to 30 
percent of the total capital required for infrastructure projects;

• Lending based on project-specific cash flow, not corporate balance 
sheet: the project company borrows funds from lenders. The lenders 
look to the projected future revenue stream generated by the project and 
the project company’s assets to repay all loans;

• financial guarantees: the government does not provide a financial 
guarantee to lenders. Developers may provide guarantees often limited 
to their equity contributions;
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• Income generated: the private financier receives its payment from the 
income generated from the project or the government.22 

In general, the key features of a payment mechanism in PPP projects are:23 

• The public agency will make no payments to the private provider until 
the service is available. For example, in a water treatment project, no 
payments will begin until the water of the required quality is received;

• Payment will only be made to the extent that the service is meeting 
the availability and performance standards set out in the contract and 
specifications; 

• The payment mechanisms should provide incentives for improved 
efficiency or outstanding performance by the private provider, as well 
as penalties to be made for unavailability or substandard performance. 
Incentives and penalties should reflect the magnitude of the improvement 
of severity of the failure. For example, „no service‟ will lead to „no payment‟, 
but a minor failure should only cause at most a minor deduction, except 
in the case of prolonged failure where the public agency can increase 
the penalties for persistent failures;

• The payment to the provider should not be related to inputs. Since the 
basis of the PPP project is the procurement of service, the unitary charge 
should not be made up of elements that relate to the delivery of any 
inputs. For example, the payment should not be related to the completion 
of stages of construction, cost of materials or labor. As far as possible, 
the payment mechanism should not contain a fixed element that the 
provider always receives, irrespective of the availability or performance 
of the service. For example, where possible, the payment mechanism 
should not commit the public agency to make a fixed payment which 
covers the provider’s debt service obligations, even when the service is 
not available in the first instance;

• As far as possible, there should be a single charge for the service, not 
separate payments for elements relating to availability or performance. 
Typically, the unitary charge consists of several separately identifiable 
availability and performance elements (e.g. availability of office building 
space and performance of catering services). However, the public agency 
is buying an integrated suite of services. Hence, the payment for these 
elements should be integrated to ensure that no payments commence 
until the essential services and facilities are delivered. For example, for 
a student accommodation PPP project, no payments should be made 
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if the accommodation facilities are not available even if the ancillary 
services, such as laundry services, are available. 

For services where the public agency will recover part or all of its costs from the 
users, the fees paid by the users do not necessarily have to be the same as the 
PPP payment, because the public agency can set the fees based on its subsidy 
policies. In a PPP deal, the public agency can collect the fees from the users at 
fee rates set by the agency. The public agency then pays the PPP provider for 
the PPP services that are delivered. If the fees charged are insufficient to cover 
the payments to the PPP provider, the public agency will have to top-up the 
difference. This is equivalent to providing a subsidy to the users.

exPLore More

Public-Private Partnership Handbook

Private-Public Partnership Reference Guide

PPP Certification Program

https://www.mof.gov.sg/docs/default-source/policies/procurementprocess/ppphandbook2012.pdf%0D
https://library.pppknowledgelab.org/documents/4699/download
https://ppp-certification.com/ppp-certification-guide/about-ppp-guide
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5.7. Competences required

The challenge is not just to create new institutions but also to develop the 
public expertise to administer projects. PPPs demand a strong public sector, 
which can adopt a new role with new abilities. In particular, strong PPP 
systems require managers who are not only skilled in making partnerships and 
managing networks of different partners but also skilled in negotiation, contract 
management and risk analysis. Indeed, asking private partners to deliver 
government services places more, not less, responsibility on public 
officials.

Governments can build the necessary capacities in a combined approach that 
establishes new institutions and trains public officials while at the same time 
using external expertise.

Both the public and private sector project teams (including their PPP advisors) 
should have competencies to structure and evaluate the financial, legal and 
technical aspects of the PPP deal. 

The new skills that must be developed for PPPs are such as negotiation, 
contractual and financial skills. One of the key challenges is that instead of 
the traditional approaches, which focus on inputs, PPPs require skills that can 
identify the outputs of projects. This involves also fixing the specifications and 
targets that the private partner has to attain for the payment to be made and to 
monitor the performance of the partner and foresee any risks that threaten the 
delivery of the project. 

national PPP training programmes to build the expertise of 
government officials is one of the keys to the quality of the 
implementation of the PPP cycle. A national training programme that has 
a greater chance of success should include practical on-the-job training as 
opposed to theoretical classroom lecturing. By taking an incremental approach, 
setting and then following international standards, perpetually pursuing new 
knowledge of PPPs and being trained by country-specific PPP educators, 
developing good governance best practices through case studies, and engaging 
in on-site project learning, national training programmes increase their chances 
of success. Overall, training by doing inside the operational environment may 
provide the best solutions for PPP education.
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Examples of different types of national PPP training programmes:24

• Spain: SEOPAN, the association of major Spanish contractors and 
concessionaire groups, has established with a local management-
training institute an MBA programme that has produced students to 
work in the field of concessions;

• Netherlands: Within the Ministry of Transport several PPP projects have 
been brought under the supervision of a single management entity and 
a PPP Knowledge Pool was established on 1 September 2006. The 
purpose of this Knowledge Pool is to consolidate, develop and spread 
financial, economic, legal and contractual knowledge and expertise in 
the area of PPPs within the Ministry. The Knowledge Pool is dedicated 
internally to facilitate the key positions in the different PPP projects. The 
rationale is to build expertise based on delivering a few successful pilot 
projects, which reflect the Ministry’s new orientation in PPPs towards 
reliable and predictable access to transport services;

• United Kingdom: Partnerships UK runs one or two times a year a PPP 
Foundation Course specifically for public sector PPP task force officials 
involved with the development and management of PPP programmes.

tabLe 6
MaIn sKILLs requIred

• Negotiation

• Contractual

• Financial

• Outputs identification

• Needs analyzing

• Communication

• Conflict management

Source: authors



5757

5.8. Procurement and Contracts

Practice shows that PPP contracts are usually mid-term (about 10-30 years) 
or long-term ones (more than 30 years). Private entities tend to maximize the 
duration of the contracts for economic reasons, but on the other side lies fair 
competitiveness, fair market rules, and monopolies prevention for the public 
benefit. As a general rule, the lower the amount of risk assumed by the private 
party and the lower their financial contribution, the shorter the concession period 
should be.

Unlike typical conventional procurement, PPPs are highly complex and involve 
high capital costs, long contract periods that create long term obligations and 
a greater sharing of responsibilities and risks between the private and public 
sectors:25

• A public entity should seek the needed funding commitments and 
management approval for the PPP project, before inviting private sector 
participation in PPP tenders. This is to minimize the possibility of abortive 
PPP tenders which are called off and subsequently not awarded; 

• A public entity should work with their PPP advisor to ensure that the 
PPP contract is a viable one before they issue the PPP tender. To do 
so, a pre-procurement briefing should be organized, say, 3 to 6 months 
before the PPP tender. The pre-procurement briefing should be open to 
any interested party, including financiers;

• A selective tendering process can be used to identify the right PPP 
provider. The initial stage involves inviting the private sector to a pre-
qualification round. Certain potential providers are then shortlisted and 
pre-qualified from all who have responded to the pre-qualification stage 
of the tender. The pre-qualified players are then invited to submit their 
bids for the PPP tender. The pre-qualification stage is important – if 
executed properly, it can help to eliminate unsuitable bidders as early 
as possible, thus keeping bidding costs as low as possible for both the 
private and public sector. The PPP draft contract should be published 
in this stageso that potential bidders can make an informed decision 
whether to even participate in the pre-qualification stage of the PPP 
tender.
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PPP projects generally involve long-term contracts, where the private sector is 
committed to providing services to a public entity or the public. The government 
is also committed to a payment stream over the long contract period. If no 
variation provisions are included in the PPP contract, the PPP contract will be 
too inflexible to handle unforeseen circumstances, e.g. changes in demand 
from the public or changes in technology. To avoid this pitfall in such long-term 
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projects, it is important to build a flexible PPP contract to allow for variations 
in specifications and requirements, with appropriate changes in payment to 
the private sector. The variation provisions should be fair to both the public 
and private sectors. The termination clauses should also be included to allow 
both parties to terminate the contract under exceptional circumstances, with 
fair compensation (to either party), where necessary. Developing a give-and-
take attitude between the stakeholders and the concession party is also very 
important for such a long-term contractual relationship. 

PPPs can follow a variety of structures and contractual formats. However, all 
PPPs incorporate three key characteristics:26

• a contractual agreement defining the roles and responsibilities of the 
parties,

• sensible risk-sharing among the public and the private sector partners,

• financial rewards to the private party commensurate with the 
achievement of prespecified outputs.

The contract itself must stipulate the contractual rights and responsibilities of 
the public entity and the PPP provider. The contract should cover the allocation 
of risk, the quality of service required, and procedures for variation of service 
scope and dispute resolution procedures. The agency can also consider building 
reductions in prices, improvements in price, quality or service, built into the 
contract terms. 
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5.9. Main risks

PPP allows transferring risks to the private sector which is usually better 
equipped to address them. However, the public entities also need to accept their 
share and help to mitigate those risks allocated to the private sector in mutual 
support.

The main benefit of PPPs for the public sector arises from the 
transfer of risk to the private sector. But such a transfer and the degree to 
which the private sector is ready to assume it sometimes impairs the feasibility 
of projects. The lenders tend to be highly risk-averse and will turn down even the 
most socially desirable project if they perceive it to have too many risks – a fact 
which disappoints and frustrates the public sector.

Public entities should identify risks at the start of projects. A good starting point 
may be to use a checklist of the risks, which typically applies to infrastructure 
service projects. The checklists are useful to assist infrastructure projects to 
improve their sustainability and resilience and to check that they have completed 
key tasks for successful project preparation, structuring, achieving bankability 
and seeking finance. The checklist helps to identify the main possible risks 
and to encourage the activities of the mitigation of the risks. A useful example 
of a checklist is Guidance Checklists: Preparation of Sustainable 
and Resilient Infrastructure Projects prepared for the Swiss Agency for 
Development and Cooperation.27 

Risk allocation or risk transfer might concern:28

• Revenue risk; 

• Construction risk; 

• Foreign exchange risk; 

• Regulatory/contractual risk; 

• Political risk; 

• Environmental/archeological risk; 

• Public acceptance risk; 

• Sustainability risk.

https://gib-foundation.org/wp-content/uploads/2020/01/Guidance_Checklists_for_Sustainable_Infrastructure_Development_and_Finance_2018.pdf%20
https://gib-foundation.org/wp-content/uploads/2020/01/Guidance_Checklists_for_Sustainable_Infrastructure_Development_and_Finance_2018.pdf%20
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Risk allocation is negotiated individually for each PPP contract. Both the private 
and public sectors should share contractual risks. The excessive risk imposed 
on the private partner can lead to failure in finding the partner for the project. 
Appropriate risk mitigation measures should be put in place to ensure the private 
financiers of the viability and bankability of the PPP deal. 

There are several reasons why a public entity may fail to manage contracts 
successfully. Some possible reasons include:29

• contracts that are poorly drafted; 

• inadequate resources are assigned to contract management; 

• the public entity’s team does not match the PPP provider team in terms 
of either skills or experience (or both); 

• a failure to adopt a partnership attitude; 

• personality clashes between the people in the project teams; 

• the context, complexities and dependencies of the contract are not well 
understood; 

• a failure to validate the assumptions of the PPP provider; 

• authorities or responsibilities relating to commercial decisions are not 
clear; 

• a lack of performance measurement or benchmarking by the public 
entity; 

• a focus on current arrangements rather than what is possible or the 
potential for improvement; or 

• a failure to monitor and manage retained risks (statutory, political and 
commercial). 

The public entity needs to think over and plan the mitigations on any risks so that 
if the private provider would consistently fail to meet performance requirements, 
the public agency can ensure that service levels are restored through the different 
ways, like: 
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• deductions and penalties. If a private provider fails to deliver the project 
on schedule or the services provided fall below the standard originally 
specified, deductions and penalties can be imposed on the payments 
made by the public sector. This is to ensure that the private provider will 
work towards remedying any shortcomings in service delivery;

• step-in to take over operations. The public agency can also step in to take 
over the operations and delivery of the services in certain circumstances 
(even where there is no default), e.g. serious risk to public health, safety 
or the environment, serious national security implications;

• terminate the contract due to private sector default. Where a private 
provider consistently fails to deliver the services to the standard 
specified and the private sector has failed to remedy this deficiency, 
the PPP contract will fall into default, giving the public sector the right 
to terminate the contract and step in to ensure continuity of service 
delivery.

There are several risk factors related to not having a framework. PPP frameworks 
address those risks and increase the likelihood that PPPs will succeed:30

• Increasing the capability of public agencies to deliver PPPs: PPP projects 
may be developed by various agencies. Each of these agencies may be 
an expert in its sector – for example, in highway development, or water 
service provision. However, most agencies will not be experts in PPPs. If 
each agency has to learn how to do PPPs on its own, learning costs will 
be high, as will the risk of mistakes. Codifying standard practices in a 
framework reduces learning costs and the risk of mistakes. Codification 
and standardization makes it easier for skills developed on one project 
to be transferred to another project in another sector; 

• Providing a structured way of reconciling disparate objectives: 
Delivering a PPP project typically requires cooperation between 
numerous government agencies and private firms, all with competing 
objectives. A PPP framework helps in managing expectations, training, 
and skills development. This not only helps to establish a common 
objective between stakeholders but also improves the longevity of the 
PPP program (in particular by establishing new mindsets); 

• Making sure that whole-of-government risk is limited: Sector agencies 
developing PPPs will focus on delivering a project that will work well 
for the sector. However, they may be less alert to other risks which are 
more important at a whole-of-government level. These risks include 
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government reputation and fiscal risks. A good framework will build in 
processes and responsibilities for identifying and mitigating such risks; 

• generating market interest: A key factor for a successful PPP is a 
competitive procurement process. Competition helps drive down the 
price and promote innovation. A good PPP framework can be an effective 
way of communicating the quality of the PPP program to the market, as 
well as the government’s commitment to potential investors. Thus, a 
PPP framework can make PPP projects more attractive by increasing 
competition. PPP frameworks can also reduce investors’ perception of 
risk, making it more likely that projects can be privately financed. PPP 
projects delivered by governments with transparent PPP processes and 
effective oversight will be perceived as less risky; 

• facilitating probity and oversight of the PPP program: As with any 
important government program, independent oversight and evaluation 
are desirable. Having clear processes, decision-making criteria, and 
allocation of responsibilities makes such oversight more effective. 
Clarity, about what officials should do, makes it easier to assess if they 
did what they were supposed to do. Clarity about objectives makes it 
easier to assess if those objectives are being achieved. If things are 
going wrong, a clear and well-documented framework makes it easier 
to learn lessons from the experience. Evaluators of the program can 
distinguish between whether the officials are following the framework 
and the framework needs to be improved, or whether the problem is that 
officials did not follow the framework. If the problem seems to be with 
the framework itself, having a well-documented framework can make it 
easy to see which particular parts of it need to be changed.

exPLore More

PPP Certification Program Guide, Chapter 5

Risk Identification and Allocation

https://ppp-certification.com/ppp-certification-guide/about-ppp-guide
https://www.youtube.com/watch%3Fv%3DCsSBND-NNqU
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PraCtICe - rIsK anaLysIs

Make the risk analysis for one of the possible projects 
for your local reality you are interested in the most. You 
can use the Risk Analysis template on the next page.

while you spend the time for risk analysis, you are saving a lot of 
resources, including time and money. You can see clearly that during the risk 
analysis there are risks you can mitigate at exactly that moment by implementing 
one or another activity. For example, you define the following risk: service won’t 
be open on time as planned according to the timeline in the PPP contract. You 
find out that in a defined timeframe this risk can happen with high possibility 
and if so, there will be a high impact on the whole project implementation. If so, 
you just directly plan more time for building the infrastructure for the service 
delivering and in this way you mitigate the risk.

The more effort on risk analysis you will put, the more smooth will be the 
implementation of PPP. Very often we can observe that one or another 
planned result is not reached not because of external issues but 
because of lack of internal risk analysis, lack of risk mitigation 
measures, their planning and implementation, and lack of simple 
monitoring of risks. Plan the time for the risk analysis, do it and become 
a good practice example and the inspiration on how to implement PPP’s for 
others in a smooth way.
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5.10. funding opportunities

PPP usually is financed by private funds coming from, for example, deposits, 
investors or loans. Sometimes PPPs are combined with EU funding which is 
termed hybrid. Such an approach allows for the implementation of projects of 
public interest that  are economically justified, but unable to meet the total costs 
solely with revenues from end-users or fees. This encourages private investors 
and financial institutions to invest in projects for which revenues are not expected 
to cover the construction and operational costs. EU financing can help mobilize 
for PPPs. For example, the City of Sopot, Poland, was planning to revitalize the 
buildings of the railway station and their surroundings. Having no sufficient funds 
for such a wide-scale project, the municipal officers sought an optimal solution. 
Finally, a hybrid PPP agreement was concluded, which consisted in obtaining two 
funding sources: a low-interest loan within the JESSICA EU mechanism, and the 
private partner’s funds in form of an investment loan, shared 60/40 respectively. 
The private partner was remunerated with partial land ownership. Different 
European Union financial sources can be used for the implementation of PPPs: 
The European Structural Investment Funds - in particular the European Regional 
Development Fund and the Cohesion Fund and JASPERS (Joint Assistance to 
Support Projects in European Regions), for example. 

To find the particular EU program that can support your PPP idea, the process 
looks like this:

• Find your idea! Is it transport, education, environment, communication 
or other areas?

• Go to the appropriate EU department or executive agency web page to 
find out more about  the priorities.

• Go to the EU Fundings and Tenders database to find the open and 
upcoming calls for funding proposals and tenders.

• Check also the national priorities and funding opportunities in your 
country. Some programs can be planned from EU money by the national 
government or maybe there is some state budget program to organize 
PPP at the local level. 
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exPLore More

How to Set Up and Implement PPP?

Thematic areas and priorities of EU

PPP Structure and Financing

EU Funding opportunities and Tenders

https://www.eib.org/epec/g2g/index.htm
https://ec.europa.eu/info/departments_en
%20https://www.youtube.com/watch%3Fv%3DrvKgU1bfnNw
https://ec.europa.eu/info/funding-tenders_en


68

I

 Monitoring and
evaluation of the

results

VI



69

6.1. Monitoring

a successful PPP depends largely on the capacity of the public entity 
to keep the contract on track. This entails setting clear requirements of the 
partnership, monitoring the performance of all parties to the contract, reporting 
on results, and enforcing contract provisions that are not met. Different entities 
are available to support, or to take on full responsibility, for monitoring progress 
against the targets specified in a contract.

The monitoring can be organized at different levels and in different forms – 
internal/external, local/regional/national. 

It is useful to appoint a monitoring institution. The monitoring institution might 
evaluate the assumptions included in the financial and economic calculations 
and risk allocation between the public partner and the private partner in the 
public-private partnership agreement and give an opinion thereof.

The main idea here is that if the monitoring institution has given a negative 
opinion on the assumptions included in the financial and economic calculations 
and the risk allocation between the public partner and the private partner in 
the public-private partnership agreement, or any other aspect in regards to 
the regulation in the particular country, then the public partner representative 
can not perform further activities within agreement procedures with the private 
sector.

It’s essential to organize the monitoring also after the PPP contract is signed. 
During the building of the infrastructure, the main focus of monitoring should be 
put on the timeline and workload noted in the PPP contract. After the infrastructure 
is ready and service is available to the community, the focus on the monitoring 
moves from the workload to the quality and quantity of the service as agreed, 
payments on time, and the opinion of the community (service users).

PraCtICe - MonItorIng PLan

Set up the internal monitoring plan for one of the 
possible projects for your local reality you are interested 
in the most. You can use the Monitoring Template on 
the next page.
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There are some explanations and examples for the monitoring template:

• Indicators usually are based on the activities plan and the defined results 
of the PPP. If we have the activity “Public discussion with the community” 
and the result “Public discussion gathers 30 representatives of the local 
community” then the indicator can be “30 representatives of the local 
community pre-registered for the public discussion”. Other examples of 
indicators: internal brainstorming is organized; date of the discussion 
with the members of the city council is agreed; announcement of the 
procurement is approved by the lawyers; procurement is published; 
media monitoring on the community opinion is made, etc.

• time always relies on the timeline of the PPP process. If the activity 
“Public discussion with the community” is planned for January 30th, 
then the  time for monitoring, in this case, will be no later than January 
5th. The main idea is to identify on time the activity of the community. 
If there is low interest by the community we will have time to implement 
some extra publicity activities to get the people’s attention and interest. 
If we miss the monitoring in this case, we won’t reach the planned result.

• the source of the proof lets us remember which documents we should 
gather. In the particular example of public discussion, the pre-registration 
sheet will be the proof. It means we should set up some pre-registration 
form and use the link in all the publicity about the event in December.

• responsible is the person who will be in charge of checking the indicators 
at the defined time and following the source of proof. It doesn’t mean 
that this person should organize the process to be monitored, that can 
be done by other team members.
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6.2. evaluation

Evaluation can not be done without the data collected through the monitoring 
process or specifically dedicated research. Evaluation can be done:

• before the decision on PPP need;

• during PPP (at some specific point defined by the management of PPP);

• at the end of the construction of the infrastructure (to have evidence within 
the contract and for the future communication with the stakeholders 
and society in general);

• after some time (or only at the end) of delivering the service (to prove the 
appropriation of a particular PPP).

tabLe 7
tyPes of eVaLuatIon

StAgE of PRojEct PuRPoSE tyPES of EvAluAtIon

conceptualization 
Phase

helps to prevent waste and identify 
potential areas of concerns while

increasing chances of success
- formative Evaluation

Implementation 
Phase

optimizes the project, measures its 
ability to meet targets, and suggests 

activities for improving efficiency

- Process Evaluation
- outcome Evaluation
- Economic Evaluation

Project Closure 
Phase

Insights into the project’s success and 
impact, highlights potential

improvements for subsequent projects

- Impact Evaluation
- Summative Evaluation
- goals-Based Evaluation

Source: Atlan31
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In PPP context we can speak about following types of evaluation:

• formative evaluation - evaluates a program during development to make 
early improvements and helps to refine or improve a program. Usually, it 
is used when starting a new program and to assist in the early phases 
of program development.

• summative evaluation - provides information on program effectiveness 
and is conducted after the completion of the program design. Usually, it 
helps decide whether to continue, end, or expand a program.

• Process evaluation - focuses on program implementation and 
determines whether specific program strategies were implemented as 
planned. Usually, it’s used to determine why an established program 
has changed over time; to address inefficiencies in program delivery; 
to accurately portray program operations to outside parties (e.g., for 
replication elsewhere).

• outcomes evaluation - focuses on the changes in comprehension, 
attitudes, behaviors, and practices that result from program activities 
and can include both short- and long-term results. It helps to decide 
whether activity affected participants’ outcomes and to establish and 
measure clear benefits of the program.

• Impact evaluation - focuses on long-term, sustained changes as a 
result of program activities, both positive and negative and intended 
and unintended and helps to influence policy and to see the impact in 
longitudinal studies with comparison groups.

• economic evaluation - the various forms of economic evaluation 
available, which include cost-minimization analysis (CMA), cost-
effectiveness analysis (CEA), cost-benefit analysis (CBA) and cost-utility 
analysis (CUA). Economic evaluation type is used according to the needs 
of analyzing whether it is to estimate the strengths and weaknesses of 
alternatives used to determine options which provide the best approach 
to achieving benefits while preserving savings, to compare the relative 
costs and outcomes of different activities or so.

• goal-based evaluation - is a method used to determine the actual 
outcome of an organisation’s development programme when compared 
to the goals of the original contracted plan. Performing a goals-based 
evaluation helps to develop successful processes and either discard or 
realign unsuccessful ones. 
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There are different types of approaches to evaluating. But before choosing which 
evaluation method will be used, it is important to understand:

• what do you want to evaluate, to define the indicators, for example, 
number of annual service users or the policy goal by 2025 related to 
infrastructure built within a PPP;

• when it is appropriate to do the evaluation, what is the time regarding 
the project timeline, for example, at the end of 3rd year after the service 
is opened or end of 2025 when policy goal should be reached;

• how we will evaluate the indicator, what will be used as the source 
of proving, for example, number of people who are living in the social 
house can be proved by the contracts signed, or act of acceptance of 
infrastructure is proof that the infrastructure is ready to use;

• who will be responsible for the evaluation – it’s always somebody from 
the PPP management who is in charge of organizing the actions related 
to the evaluation.

There can be an internal evaluation and external expert evaluation combined. 
Internally project management staff can collect documents defined but external 
evaluators can do an economic evaluation as it requires specific knowledge.

PraCtICe - eVaLuatIon PLan

Set up the internal evaluation plan for one of the possible 
projects for your local reality you are interested in the 
most. You can use the Evaluation Template on the next 
page.
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Now you have learned how to set up PPP and what are the main issues you can 
face through the PPP process. For some of you, the main challenge can be to set 
up the legal framework, for others - to communicate with the stakeholders or to 
lead to the planned results when the PPP agreement is signed. No matter which 
challenge you will face, all of those issues are possible to solve. Especially if you 
have a great team within your community, public or private entity, and if you are 
taking proper measures to do a profound risk analysis and monitoring.

PPP is a challenging, long-term process, but it gives us a chance to provide 
essential services for the community right now and not in the 
unknown future. The value of money in the future is always less than today. 
And not all PPP projects must be large-scale projects. The same principles can 
be applied also to implement smaller projects, important for your community in 
the local area.  Grab the idea of PPP, start to work on your project today, and step 
by step the ideas will turn into actions and social benefit.

Your initiative will definitely get supporters if you believe in your idea. We 
recommend to share your idea wherever and with whomever possible. 
That will allow you to clarify it, receive feedback, find partners and supporters, 
and create a convincing vision of how one or another public service might look 
in the future.

big achievements begin with small steps. Now it’s your turn to make 
those steps!
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I

 a quick
test

VIII



1. Privatization is one of the PPP forms.

2. An effective procurement regime means that government institutions are 
able to buy goods and services of higher quality at lower prices.

3. Good governance and efficient institutions are not linked to increased 
competitiveness and faster rates of economic growth and development.

4. PPP of contractual nature and PPP of institutional nature are the less known 
types of partnership among public and private entities.

5. The options available for delivery of public services range from direct 
provision by a ministry or government department to outright approach, 
where the government transfers all responsibilities, risks and rewards for 
service delivery to the private sector.

6. Currently, not all the EU countries have adopted individual legal actPPPs aim 
at financing, designing, implementing and operating public sector facilities 
and services.

7. The United Nations regularly monitor the good practice examples of PPPs. 
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True False

True False

True False

True False

True False

True False

True False
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8. Non-Discrimination refers to all fair and equal treatment of all economic 
entities, public and private, foreign and domestic in the competition for PPP 
contracts.

9. Not all the benefits and impacts of the service(s) delivered through PPP must 
be defined, understood and respected by all the involved parties.

10. In any national reality we can find the need for PPP.

11. The payment mechanism determines the payments that the government 
makes to the private provider in a PPP project. 

12. The skills that must be developed for successful implementation of PPPs 
include leadership, negotiation, contractual and financial skills. 

13. Flowchart of the PPP procurement process consists of seven steps which 
end up with the Contract Award step.

14. Risk allocation or risk transfer concerns revenue risk, construction risk, foreign 
exchange risk, regulatory/contractual risk, political risk, environmental/
archeological risk, public acceptance risk and sustainability risk.

True False

True False

True False

True False

True False

True False

True False
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15. PPP is financed only by the private funds.

16. In PPP there always is an internal and external monitoring process involved.

17. Without evaluation it is not possible to prove that the aim of PPP is reached.

True False

True False

True False



82

Correct answers

1. False
2. True
3. False
4. False
5. True
6. True
7. True
8. True
9. False
10. True
11. True
12. False
13. True
14. True
15. False
16. True
17. True
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