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Definitions of Public-Private Partnerships (PPP)

PPP is defined as: “A contractual agreement between a public
agency (federal, state or local) and a private sector entity.
Through this agreement, the skills and assets of each sector
(public and private) are shared in delivering a service or facility for the use of the general public. In addition to the sharing of resources, each party shares in the risks and rewards
potential in the delivery of the service and/or facility.” (National Council for Public-Private Partnerships, n.d.)
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Development and Current Situation of PPP

Cooperation between public and private organizations has a long
history. Developed in the 1970s, public–private partnerships were
established to strike a balance between the entrepreneurial spirit
and public interest considerations. Cooperation should ideally
bring the best of both the government and private organizations.
Government wants to gain public values with fewer burdens on
budget while private organizations could gain efficiency and financial return from the cooperation. Based on the Selsky &
Parker’s research on 2005, a major driver for such collaboration is
dependence on resources or competencies of other organizations.
Cooperation with other organizations introduces new sets of stakeholders, with potentially different interests, goals, procedures, and
relations.
Following the 2007–2008 global financial crises, there has been
an increasing interest in the adoption of PPP policy by governments in both developed and developing countries (Osei-Kyei &
Chan, 2014). Many governments across the globe are now seeking
to tap the private sector's expertise and capital to minimize their
risks; in this regard researchers worldwide have also attempted to
investigate the implementation and operations of this sensitive
policy (Cheung et al., 2012).
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Development and Current Situation of PPP

Figure 1, Global PPP market volume by region.
Source: OECD annual meeting of senior PPP officials • Overview of global PPP markets.
(2013). Retrieved from http://www.oecd.org/gov/budgeting/D1-AM%20-%20S1%20-%
20Charles%20LLOYD%20-%20PWC.pdf

Figure 1 presents the global PPP market volume from
2009 to 2012, Europe had the highest volume of PPP,
followed by Americas and Asia and Pacific.
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Sectors of PPP
PPP is widely used in infrastructure sector such as transportation.
Recently, public service sector including environment, health care,
and education adopts PPP as well. Figure 2 presents total value
and number of PPP by sectors in Europe in 2004.

Figure 2: Sector Breakdown by Value and Number of Transactions in Europe in 2014
Source: European PPP Expertise Centre. (2014). Market Update Review of the European PPP Market
in
2014.
Retrieved
from
http://www.eib.org/epec/resources/publications/
epec_market_update_2014_en.pdf
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Types of PPP
Public-Private Partnerships comes in a variety of forms. PPP is where
both parties share the responsibility and risks of project. The type of
PPP is mainly divided by the extent of private sector participation. Government purchasing service from private sector is not considered a format of PPP, and private sector is not limited to only provide service.
Two parties should actively involve in the partnership, provide resources
and gain benefits. Figure 3 below shows the range of PPP: with the increase of private sector participation, there are different formats of partnership.

Figure 3: Types of PPP agreements
Source: World Bank PPPIRC. (2015). PPP Arrangements / Types of Public-Private Partnership Agreements. retrieved from http://ppp.worldbank.org/public-private-partnership/
agreements
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Why government chooses PPP
More funds:
PPP provides new options for public sector finances. Public sector
could leverage the financial budget with the capital from private
sectors and then build projects without the limitation of government budgets. Besides, unlike under privatization, the public sector could also retain a high level of ownership and control over the
project and outcomes.
Less risk:
A key significant characteristic of PPP is the allocation and sharing of risk among parties.
Professional expertise:
Through PPP schemes, the private sector's skill and management
expertise is delivered to public projects. This method of procurement provides an effective way of delivering value as well as
combining the advantages of competitive tendering, flexible negotiations and risk allocation between parties (Akintoye et al., 2003).
Service delivery:
PPPs can provide more cost effective and timely delivery, offer
the potential for better ongoing maintenance, and leverage limited
public sector resources, all while maintaining the appropriate level
of public control over the project.
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Why corporation chooses PPP
Overall, the corporation can obtain financial returns and political
support for long-term development. However, levels of financial returns and political support are varied by models of PPP, as shown in
Figure 4. The PPP models in the table are listed by the extent of private sector participation, from lowest (SC) to the highest (FD). With
the increasing of participation, private sectors are seeking more
benefits for long-term development rather than short-term financial
profit.

Figure 4: Private Sector Requirements
Resource: Yong Hee Kong. (2007). Different models of PPP. Retrieved from
https://www.ppiaf.org/sites/ppiaf.org/files/documents/toolkits/Cross-Border-InfrastructureToolkit/Cross-Border%20Compilation%20ver%2029%20Jan%2007/Session%204%20-%20Private%
20Sector%20Participation/Private%20Sector_02%20Diferent%20Models%20of%20PPP%20-%
2029%20Jan%2007.pdf
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Pitfalls of PPP
Some analysts argue that PPPs are not appropriate for the public
sector as these arrangements are beset with a number of problems
and often fail to deliver the benefits promised at the outset
(Bloomfield, 2006; Katz, 2006; Omar, Leach, & March, 2014).
Below are pitfalls of PPP from articles and websites.
I. The objective of partnerships:
Innovations combining both social and economic goal may be hard
to achieve. The inapplicability of the partnership model between
government and business may lower the efficiency and hurt both
parties.
II. Communication:
Public and private sector tend to share less in terms of organizational culture, missions, views about what constitutes performance
and social value, mind-sets and professional language, compensation practices, organizational structures, governance structures,
and, most importantly, organizational goals.
III. Complex structure and Barriers to transparency:
The decision-making in government takes a long and complex process to approve the project. Given the difficulty in estimating financial outcomes over such long periods, there is a risk that the
private sector party will either go bankrupt, or make very large
profits. Both outcomes can create political problems for the government, causing it to intervene.
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Evaluations of PPP
There are two main evaluation methods of PPP: Financial outcome and impact evaluation (National Council for PublicPrivate Partnerships, 2012; Lewis & Patrinos, 2012).
Financial outcome evaluation:
For most projects, one way of assessing the potential benefits
associated with a PPP is through VfM (Value for Money) analysis, which compares the cost of PPP-based provision to that of
traditional project delivery, providing decision makers with a
quantitative tool and data to help them make the case for selecting the most appropriate mode of project delivery.
Impact evaluation:
Impact evaluation is an effort to understand whether the changes in well-being are indeed due to project intervention. Impact
evaluation includes quality and quantitative analysis. There are
many statistic design and methods could be used to evaluate
the impact, including difference in differences, compare means
or regression. The evaluation could include external issues,
such as service coverage, quality of service or satisfaction of
consumers, and internal issues, such as staff productivity and
satisfactions.
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Case Study
Case Study 1: James F. Oyster Elementary School Project
Washington, D.C., United States
Background: The James F. Oyster Bilingual Elementary School in
Washington D.C. was in extreme need of a renovation in late 1990s.
The building was built over 70 years ago. However, there was a huge
issue, there was no funding available for this project to be completed.
The only way to revamp the school was to be creative and think of another way for the project to be funded.
Project Description: A Public Private Partnership was formed with the
District of Columbia Public Schools (DCPS), LCOR Inc., and the 21st
Century School Fund. The LCOR is a real estate firm that specializes in
public/private development. The 21st Century School Fund is a nonprofit created to help keep the D.C. community’s vision stay alive since
1994. The three entities worked together to come up with a creative
plan to implement the new project.
Approach: The construction costs for Oyster Elementary were financed by a 35-year, US$11 million tax-exempt bond package issued
by the District of Columbia. The bond will be repaid by the 211-unit
apartment building across the street from the school. The apartment
unit, Henry Adams House, was previously part of the school site. The
land was traded to LCOR by the District of Columbia Public Schools.
LCOR and Northwestern Mutual Life own the Henry Adams House,
which will generate more than enough to pay for Oyster Elementary.
LCOR paid 804,000 a year to Washington D.C. instead of taxes for the
next 35 years.
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Impact: Oyster Elementary is the first facility to open in the District of Columbia Public Schools under this Public Private Partnership. The initiative for Oyster Elementary School took nine years
and completed in 2004. The new school is a modern 48,000 square
foot building and a 211-unit apartment building. There are 15 large
classrooms, a computer lab, a library, and a gym added to the new
building. The new building created a structure that aligned with
Oyster Elementary’s nationally recognized dual-language immersion program. The program was so useful that parents were flocking
toward the school to enroll their children. "The old building was a
barrier to providing Oyster's diverse educational experience, including the dual-language immersion program, special education, physical education, arts and other programs. The new building is a dream
come true for our students, our teachers and our program." said
Oyster School Principal Paquita Holland. "While public/private development partnerships are not a cure-all for the lack of public
school construction funds, they will continue to be an important
mechanism for generating revenue and contributing to economic
growth. They're also helpful in building momentum towards more
sustainable, comprehensive capital improvement programs." said
Mary Filardo, Executive Director of the 21st Century School Fund.
This Public Private Partnership proved to be a success. This caused
a chain reaction of schools across the U.S. The non-profit, 21st Century School fund now works with urban schools nationwide.
References
National Council for Public-Private Partnership. (n.d.). James F. Oyster Bilingual Elementary School.
Retrieved,from http://www.ncppp.org/resources/case-studies/real-estate-and-economic-development/
james-f-oyster-bilingual-elementary-school/
Global South-South Development Academy. (n.d.). James F. Oyster Bilingual Elementary School,
Washington,D.C., United States. Retrieved from http://tcdc2.undp.org/GSSDAcademy/SIE/Docs/
Vol15/7United States.pdf
Public-Private Creativity Funds (n.d.). New D.C. School without Tax Dollars. Retrieved from http://
siteselection.com/ssinsider/snapshot/sf010625.htm
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Case Study 2: Chesapeake Forest Project
Maryland, United States
Background: Chesapeake Bay is a large estuary and has both recreational and commercial fishing in Maryland. The area however has
become polluted due to wastewater discharged that came from growing population centers and lack of control of agricultural runoff such
as fertilizers and animal byproducts. The area governments have realized the importance of restoring the Bay, however, both State and
local governments lack the financial and personnel capability to address many of the concerns. In 1999, the State entered into a phasedin public-private partnership (PPP) with various partners to purchase
and manage the land.
Project Description: The project contained different partners
throughout the process: The State of Maryland Department of Natural Resources is responsible for managing and overlooking all phases
of the project. A major philanthropic foundation aided in the initial
acquisition of a portion of the property. This foundation has a focus
on environmental concerns and accordingly makes grants for such
purposes as will be in the public interest. A non-profit public interest
group with its primary purpose as environmental concerns was another participant in the process of developing and operating the CFP.
The final partner is a for-profit consulting forestry firm that carries
out the forestry management under the implemented PPP.
Approach: A pilot phase tested the concept of the partnership and
ultimately fully implemented this contractual relationship that allows
the private-sector partner to harvest timber in a limited portion of the
lands and manage the entire property according to environmental
standards. The revenues from the timber harvest generate the
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necessary income to make the project completely economically selfsustained and at the same time generate revenues for both the State
of Maryland and local governments. The innovation of this partnership lies in the fact that it uses a renewable natural resource, the
Chesapeake Forest's wood products, to fund environmental services
needed by the State. Instead of having to hire professional foresters
and support staff to manage these lands to its standards, the State has
the land managed by its private partner. The State avoids expending
public funds and, instead, generates revenue while ensuring the sustainable management of the forest.
Impact: The most important aspect of the project is to retain the focus on the desired outcomes and results, which requires an adaptive
management system with information, feedback and response to
change. The plan continuously monitors and collects data, refines assumptions and improves the dynamic management model that results
in the successful implementation of the process. The partnership was
the result of efforts to retain the property as a working forest that
would be managed in a conservation-centric way to provide forest
products, local employment and recreation opportunities while protecting or improving the water quality and habitat of the lower Chesapeake Bay watershed. The successful implementation of the plan
and the continuing PPP have demonstrated that an environmentally
sound, economically sustainable managed forest can contribute to local and regional economies. The end product is a State-owned public
forest, managed on a daily basis by a private forestry firm, carrying
out a conservation-oriented sustainable forestry plan.
References
Excerpted from National Council for Public-Private Partnerships (n.d.). Case 23: Chesapeake Forest, Maryland, United States. In Volume 15: Examples of Successful PublicPrivate Partnerships. Extracted from http://ssc.undp.org/content/ssc/library/solutions/
partners/gssdAcademy/
Volume_15__Examples_of_Successful_Public_private_Partnerships.html
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Case Study3: Beijing MTR Corporation Limited
Beijing, China
Background: In order to ease the traffic pressure in Beijing and make
sure city transportation network runs through north and south of the
city, the Beijing Municipal Government and the MTR Corporation
Limited (MTR) jointly construct the nation's first public-private subway lines - Beijing Subway Line 4. Beijing MTR Corporation Limited
(BJMTR) is a corporation that is committed to subway construction,
operation and management of specialized companies. BJMTR is the
first foreign invested cooperation company in urban railway transportation sectors in Mainland China. It was established on January 16, 2006,
the registered capital is 1.38 billion Yuan, jointly invested by Beijing
Infrastructure Investment Co. Ltd (2%), Beijing Capital Group (49%)
and MTR (49%).
Project Description: Beijing Subway Line 4 adopts the applied franchise PPP mode. In this mode, the government is responsible for the investment and construction of civil works on the Line 4’s caves, stations,
etc., investment of about 10.7 billion Yuan, accounting for 70% of the
total investment. BJMTR is responsible for the investment and construction of vehicles and signals, investment of about 4.6 billion Yuan,
accounting for 30% of the total investment. The total length of Line 4 is
28.2 kilometers and it has 24 stations. The total investment of the project is about 15.3 billion Yuan. In August 2004, the project officially
started. On September 28, 2009, it started the trial operation.
Approach: Thanks to the active coordination of the government, it provided a full range of safeguards and further assured the successful implementation of the Beijing Subway Line 4 PPP projects. Throughout
the project implementation process, the government’s role has changed
from the leader in the past turned into a full participant and the full protectors of the project. The government has also introduced a supporting
policy to the project. To promote the effective implementation for the
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project, the government set up a leading group of investment led by the
Deputy Secretary-General of the municipal government; Development
and Reform Commission completed a Line 4 leading PPP project implementation plan; Transportation Commission led negotiations; Beijing Capital Group was responsible for specific operations and study in
the process. Beijing Subway Line 4 PPP project has a relatively complete regulatory system to ensure its continued operation. Clearly defined boundaries of government and the market, detailed design of an
appropriate regulatory mechanism are the key to a good governmental
supervision of the PPP mode. The supervision of the government in
Line 4 project was mainly reflected in three aspects: the document,
plan, and application for acceptance approval; construction, trial operation, record; process and quality supervision and inspection of services
in operation. It not only embodied the control of different stages, but,
at the same time, also reflected the whole process control of before,
during and afterwards.
Impact: Beijing Subway Line 4 has become one of the trunk lines in
Beijing railway transportation network. It activated the entire Beijing
Subway network with daily passenger traffic of a million, which largely relieved city’s traffic pressure. Through the use of the PPP mode,
Beijing municipal government invested 5 billion Yuan less in this project, which solved the financial problems of the government as well as
producing a significant positive effect. Beijing Subway Line 4 PPP
project has a reasonable and effective income distribution mechanism
and risk-sharing mechanism, which results in a smooth cooperation of
the government and social investors. By its ingenious designs of passenger flow mechanism and passenger fares mechanism, it is easy to
seek an effective balance between the social economic interests of investors and the public interests from the government. It brings reasonably expected benefits for social investors while improving management
and service efficiency in the field of Beijing railway transportation system. It is possible to reflect costs and operation more transparent
among public service projects, which is able to help the government to
establish a more targeted subsidy mechanism. Additionally, the project
facilitated the establishment of operating standards and development of
16

railway transportation system, improved the efficiency of financial capital operations at the same time.

References
Beijing MTR corporation.(n.d.). About. Retrieved from http://www.mtr.bj.cn/about/
index.html
China Environment Net. (2015). PPP projects of Development and Reform Commission
(abbr.)-Beijing MTR No.4 Project. Retrieved from http://www.chinaenvironment.com/view/
ViewNews.aspx?k=20150731104104201
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Case Study 4: Beijing New Century International Children’s Hospital
Beijing, China
Background: In 2006, Beijing Children’s Hospital, the largest children
hospital in Asia, received more than 8,000 patients per day. However,
Beijing Children’s Hospital was designed to serve 4,000 patients per
day. Thus, the hospital was operated under huge stress and beyond the
ability of current service. Besides, the demand for high level children
medical service was increasing in Beijing and all over the country,
while public-founded hospital focused on basic medical service and left
a vacant market.
Project Description: Beijing Children’s Hospital had considered opening high-level medical service and international medical department.
However, that time the government couldn’t offer sufficient resources to
operate international medical department. Thus, the hospital decided to
cooperate with private capital and selected local private company, Beijing Jiahua Investment Management Cop. The two parties shared their
advantages and founded Beijing New Century International Children’s
Hospital in PPP format. Beijing Children’s Hospital had doctors and
techniques and the Beijing New Century International Children’s Hospital could also benefit from world-leaning management expertise. The
cooperation of private capital and public hospital could increase available medical resources, enlarge the service, and provide multiple-levels
choices to patients and their family. This cooperation is also a good experience for future exploration of PPP.
Approach: The registered capital of Beijing New Century International
Children’s Hospital is 20 million RMB. Beijing Children’s Hospital invested 7 million RMB and took 35% of shares. Beijing Jiahua invested
13 million RMB. Except for the joint venture, there are several other
format of cooperation: 1)Equipment sharing: upon the founded of Beijing New Century International Children’s Hospital, it didn’t acquire
large medical equipment but rent them from Beijing Children’s Hospi18

tal. It used the large equipment service package from Beijing Children’s hospital, including infrequency clinical examination, so that the
operation fee of hospital was decreased and the patient could be benefited from lower medical fee. 2)Hospital management: Beijing New
Century International Children’s Hospital implemented management
commission system, which means itself took the management role internally and the Beijing Children’s hospital did not involved into management decisions or daily operation. 3)Human Resources: Beijing
Children’s Hospital provided and expatriated its own doctors to Beijing New Century International Children’s Hospital. Thus, the medical
quality, the spirit of service and hospital culture could be consistent.
The rest of staffs, including nurses and medical technicians were recruited publicly. On the other hand, Beijing New Century International Children’s Hospital provided management training and international experience for employees from Beijing Children’s Hospital.
Impact: After officially operation in 2006, within half year, Beijing
New Century International Children’s Hospital had served around
2,700 patients of emergency and outpatient service. In 2014, the number of patients increased to over 80,000, which nearly meet its maximum ability. This cooperation eased the stress of Beijing Children’s
Hospital both in the area of medical service provided and in the area
of operation budges. Beijing Children’s Hospital gained 35% of the
profit of Beijing New Century International Children’s Hospital every
year, which balanced the cost and gain of Beijing Children’s Hospital,
decreased it’s dependence level on government support and also increased the compensation of employees. Recently, Beijing Children’s
Hospital seeks opportunities to cooperate with private capitals. It
plans to build a hospital in Daxing District with Beijing Amcare
Women's and Children's Hospital in two years. The format of this PPP
is that Beijing Children’s Hospital provided the management and
techniques and Beijing Amcare Women's and Children's Hospital invested the capital to build. As for the private part in New Century International Children’s Hospital, Beijing Jihua Investment Management Corp. not only gained financial returns from the project but also
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had chances to cooperation with other public hoslitals. Beijing Jihua
Investment Management Corp. cooperated with other private capitals
to build a new PPP project with Beijing Maternity Hospital in eastern
Beijing to meet the demand of high-level medical service market in
China.
Reference:
Qingwei Meng.（2015）. The Business of Children Hospital. China Business. Retrieved
from http://www.cb.com.cn/index.php?
m=content&c=index&a=show&catid=26&id=1120857&all
New Century Medical Community.（2014）. Interview with Hong Xin from Children’s
Hospital: care and patient lead to long-term achievement. SOHU Health. Retrieved from
http://health.sohu.com/20141125/n406367388.shtml
Hong Xin，Guangying Wang.（2015）. The development of Chines private hospitalNew Century International Children’s Hospital. Cn-Healthcare. Retrieved from http://t.cnhealthcare.com/article/20150426/content-473100.html
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