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Abstract: Globally public-private partnerships (PPP) have become one of the tools for
effective infrastructure development. In previous years, there have been few peer-reviewed
studies of the PPP framework, namely on elements contributing to the effectiveness of
PPP projects and finding interrelationships between them. This study identifies the
elements of the requlatory and institutional framework of PPP as: the legal regulation of
PPP, units for PPP development, and state policy in PPP. It also reveals their mutual
influence. These conclusions were based on an in-depth systematic literature review and a
questionnaire survey. The analyses of such PPP-successful countries - France, Germany,
and Russia - help to confirm our logical conclusions. Besides this, several good cases
concerning the quality of the regulatory and institutional PPP framework are highlighted.
The study has also noted four stages of the PPP policy evolution: PPP as a new tool for
infrastructure development, PPP as a tool for most projects, PPP as a tool for territorial
development, and PPP as a tool to achieve sustainable development goals. This finding
remains unknown in peer-reviewed literature before. The results of the study can help
PPP practitioners to create more effective national PPP strategies.
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1. Introduction

Public-private partnerships (PPP) are seen as a tool to encourage private
investment in infrastructure sectors (Akintoye et al., 2003; Delmon, 2010).
The modern understanding of PPP came from the 1990s when the United
Kingdom (UK) government announced the Private Finance Initiative (PFI)
(Boardman et al., 2015). The factors leading PPP to success are mainly
determined by the quality of institutional and regulatory frameworks (Chan
et al., 2010; Hwang et al., 2013; Zhang et al., 2015; Zhao et al., 2010). Some
studies have explored the elements that form PPP (IBRD, 2017; Farquharson
et al., 2011). Most of such studies were conducted between 2010 and 2017.
In the last five to six years, there has been a dearth of new peer-reviewed
studies on the impact of institutional factors on the development of
national PPP markets. In addition, the specific institutional and regulatory
frameworks’ best practices for PPP development have not been sufficiently
discussed in the literature.

This research hypothesizes that institutional and regulatory frameworks
are still one of the main drivers for the development of national PPP markets.
Therefore, this study attempts to answer the following questions: (1) What
core elements of institutional and regulatory PPP frameworks have driven
the development of national PPP markets in recent years? (2) Are there
any interrelationships between the core elements of the PPP framework?
(3) What are the specific best practices that stimulate the development of
national PPP markets? (4) Are there any historical regularities of the PPP
state policy in countries with well-developed PPP markets?

The study concludes that the core elements of the regulatory and
institutional PPP framework are still the same. They are legal regulation
of PPP, state policy in PPP, and organisations (units) for PPP development.
Besides, the first and the second elements affect and form the third element.
In addition, several good practices of the PPP framework development
are identified. This part of the research is based on case studies of PPP in
France, Germany, and Russia. These countries were chosen because France
and Germany are long-established in this market (inter alia, they are in the
top-3 ranking by value and number of PPP projects accumulated from 2011
to 2020 [EPEC 2020]), and Russia showed rapid growth of the national PPP
market despite it only beginning to implement PPP in recent years (i.e., from
2010 to 2020 the total value of PPP projects increased from US$4 million
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to US$59.7 billion). Also, a model of evolutionary stages of public policy
in PPP is proposed. It is believed that the findings will help countries with
emerging PPP markets to create new opportunities for their intensive growth.

2. Literature Review

The literature review is based on scientific peer-reviewed international
journals and materials developed by the European Commission, the World
Bank Group, and the Ministry of Economic Development of the Russian
Federation. PPP can be considered from different points. Many studies
analyse PPP at the micro-level (i.e., stand-alone infrastructure projects),
and consider such aspects as project management, risk management,
procurement, construction management, financing, etc. (Kwak et al., 2009;
Yescombe, 2007). From this point of view, PPP is a method of infrastructure
project funding by the private party (Bennett & lossa, 2006).

Some studies have explored institutional aspects of PPP. Chou et al.
(2015: 206) suggested the term “PPP institutional framework (IF)”. He notes
that PPP IF “comprises formal and informal rules, policies, regulations,
organisations, public awareness, and the socio-economic context” and
conclude that IF helps to increase the effectiveness of PPPs. One more
understanding of the PPP institutional framework links to a specific PPP
law, mechanisms for litigation and early termination, guidelines on risk
allocation, rules/limits on the size of PPPs, and formal rules on accounting
(Burger et al., 2009). The organising body for PPP development forms
an important part of the institutional framework. In different countries,
they have different names, i.e., PPP centres, PPP units, PPP task forces,
etc. Typically, they have advisory functions and less frequently public
procurement tasks (IBRD, 2017). Thus, in this article, the common name
“PPP unit” will be used.

One more point important to understanding PPP is the regulatory
framework. It includes corresponding government policy and legislation
(Verhoest et al., 2015). Some studies note the leading role of legal regulation
and IF for PPP development at the level of stand-alone countries (Emek,
2015; Zhang et al., 2015). Aulich (2010) used the example of Australia to
show the central role of the government in PPP development. Singaravelloo
(2010) noted that the government should provide clear leadership support
for PPP projects, otherwise they would fail.
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Most authors consider PPP to be a more effective tool (compared
to traditional procurement) (Engel et al., 2010). It implies less financial
and time costs needed to implement an infrastructure project (Verweij
& Meerkerk, 2020). Some researchers highlight factors leading PPPs to
success (Chan et al., 2010; Hwang et al., 2013; Zhang, 2005). Heldeweg
and Sanders (2013) suggested three common patterns of effective PPPs:
markets, networks, and government hierarchies. The international guideline
on PPP governance from the Organisation for Economic Co-operation and
Development (OECD, 2012) includes recommendations regarding the need
to define a clear IF supported by competent and well-resourced authorities.

At the same time, Wang et al. (2020) concluded that PPP could lead
to PPP failures. For instance, such projects as light-rail transit systems
in Kuala Lumpur (Abdul-Aziz, 2006) and the Underground in London
(Khoteeva & Khoteeva, 2017), are examples of bad PPP. Thus, PPP project
failure is related to such risk factors, lack of support from the government,
unavailability of finance, construction time delay, inadequate experience in
PPP, unstable government, etc. (Hwang et al., 2013).

3. Methodology and Data

The study involves three main steps: (1) An in-depth literature review
- To identify the core elements of the regulatory and institutional PPP
framework that support the development of the national PPP markets;
(2) A questionnaire survey - This contributed to the identification of the
interrelationships between the core elements of the PPP framework; and (3)
A case-study analysis - This highlights the specific good practices of the
development of national PPP markets and the historical regularities of PPP
state policy.

3.1 In-depth literature review

A systematic literature review was conducted according to Tranfield et al.
(2003). Google Scholar and ScienceDirect tools were used for searching
peer-reviewed papers published in English. The time frame of the search
was not limited. The keywords of the search were “PPP framework”, “PPP
regulation”, “PPP institutes”, “PPP policy”, and “PPP development”. After
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that, a content analysis of the selected literature was conducted. The next
steps were: (1) to identify the factors of successful PPPs, (2) to combine
detected approaches to an understanding of PPP with some types of PPP
framework, and (3) to identify core elements of each PPP framework.
Further, based on the qualitative analyses and the method of inductive
reasoning (Copi et al., 2006), the factors, the framework, and their core
elements were combined (Table 1). The identified core elements of the
regulatory and institutional PPP framework became the base for designing
questions for a further questionnaire survey.

3.2 Questionnaire survey

A questionnaire survey was undertaken from January to March 2021. The
questionnaire was designed in Google Forms. The questions were formulated
in such a way that further logical analysis could identify the relationships
between them. The following question and statements were included:

* How long have you been involved in PPP projects? (response options:
less than three years; more than three years).

« State policy in PPP has a significant impact on forming and
developing a PPP unit in the national PPP market (response options:
strongly agree; strongly disagree).

« State policy in PPP has a significant impact on forming and
developing a PPP legal regulation in the national PPP market
(response options: strongly agree; strongly disagree).

* Legal regulation of PPP has a significant impact on forming and
developing a PPP state policy in the evolution of the national PPP
market (response options: strongly agree; strongly disagree).

* Legal regulation of PPP has a significant impact on forming and
developing a PPP unit in the evolution of the national PPP market
(response options: strongly agree; strongly disagree).

* A PPP unit has a significant impact on forming and developing a PPP
state policy in the national PPP market (response options: strongly
agree; strongly disagree).

* A PPP unit has a significant impact on forming and developing a PPP
legal regulation in the national PPP market (response options: strongly
agree; strongly disagree).
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The link to the questionnaire was sent to the respondents via e-mail. The
target respondents were the employees of public and private organisations
that had experience in PPP. The total number of respondents was 162,
including 54 respondents from France, 54 respondents from Germany,
and 54 respondents from Russia. The contact base was formed in two
ways. (1) As a result of online monitoring of PPP conference agendas
during the last five years. If the e-mails of the correspondent speakers were
available on the internet, they were recorded. (2) The PPP project databases
(including Rosinfra - concerning Russian PPP projects [Rosinfra, 2021],
Projektdatenbank - concerning German PPP projects [Projektdatenbank,
2021], and EPEC Data Portal - concerning French and German PPP
projects [EPEC, 2021]) contain descriptions of PPP projects, including the
names of private partners. Their official e-mails were used for sending the
questionnaire. Also, the invitations to take part in the survey were sent to
the national and regional PPP centres of each country (i.e. to their official
addresses). In the accompanying letter, the representatives of the responding
organisations were asked to involve a maximum number of PPP skilled
employees in the survey.

As a result, 69 responses (42.6%) were received. To increase the
validity of the results, the data were analysed separately for two groups
of respondents, i.e., the first group included 47 respondents with PPP
experience of more than three years, and the second group included
12 respondents with PPP experience of less than three years. It was
hypothesized that in case of a significant (more than 20%) deviation of the
results between both groups, the survey would not be valid. The formal
terminology in logic was used to analyse the data, including a “necessary and
sufficient” condition (Keith, 2017). A necessary condition must be present
for another condition to occur, while a sufficient condition produces the
said condition (Keith, 2017). The assertion that a statement is a “necessary
and sufficient” condition of another means that the former is true if and
only if the latter is true (Keith, 2017). The result of this step was the
identification of the logical interrelationships between the core elements of
the PPP framework. It will help to understand more clearly the sequence
of the government actions to establish a PPP regulatory and institutional
framework.
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3.3 Case-study analysis

Three above-mentioned PPP project databases have been analysed. Due
to this analysis, the volume of PPP markets, their dynamics, and the main
prevailing PPP models in France, Germany, and Russia have been revealed.
These databases were used because they are official. Besides, these countries
lack any alternative or additional databases of PPP projects. The study
assumes that examples of the above-mentioned PPP prosperous countries
will help to identify the good practices for establishing a PPP framework and
to confirm that the institutional and regulatory PPP framework continues to
be a driving force in the development of national PPP markets. This step was
based on a qualitative comparison of the countries’ practices and the data
from the previous two stages.

4. Results
4.1 Core elements of an institutional and regulatory PPP framework

Four different approaches to successful PPPs have been identified. Each of
them includes several correspondent factors. Also, three main types of PPP
frameworks have been highlighted. They are micromanagement, regulatory,
and institutional framework. For each framework, one core element has been
identified (Table 1).

Table 1: Aggregation of the Success Factors of PPP Projects

Core element of the PPP
framework (includes
relevant factor of
successful PPPs)

Factors of successful PPPs Type of PPP framework

Chan et al. (2010)

* Stable macroeconomic Regulatory framework State policy
environment

* Shared responsibility between Micromanagement Project management
public and private sectors framework

* The transparent and efficient Regulatory framework Legal regulation

procurement process

Stable political and social Regulatory framework State policy
environment;

Judicious government control Regulatory framework State policy
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Factors of successful PPPs

Type of PPP framework

Core element of the PPP
framework (includes
relevant factor of
successful PPPs)

Hwang et al. (2013)

Well-organised public agency

Appropriate risk allocation and
sharing

Strong private consortium

Transparency in the
procurement process

Clear defined responsibilities
and roles

Clarification of contract
documents

Favourable legal framework

Institutional framework

Regulatory &
micromanagement framework

Regulatory &
micromanagement framework

Regulatory framework

Regulatory &
micromanagement framework

Micromanagement
framework

Regulatory framework

Unit for PPP development

Project management

State policy & Project
management

Legal regulation & State
policy

Legal regulation & Project
management

Project management

Legal regulation

* Shared authority between the Regulatory & Legal regulation & Project
public and private sector micromanagement framework management
Zhang (2015)

Favourable investment
environment

Economic viability

Reliable concessionaire
consortium with strong
technical strength

Regulatory framework

Micromanagement
framework

Regulatory &
micromanagement framework

State policy

Project management

State policy & Project
management

* Sound financial package Micromanagement Project management
framework
 Appropriate risk allocation Micromanagement Project management
via reliable contractual framework
arrangements
Zhao et al. (2010)
* Project feasibility Regulatory & State policy & Project

Project environment

Project company

Project contractor

Project suppliers

micromanagement framework
Regulatory framework

Micromanagement
framework

Micromanagement
framework

Micromanagement
framework

management
State policy

Project management

Project management

Project management

Source: Compiled by the author.
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Thus, the understanding of the institutional and regulatory framework
is very close to each other and includes the same elements (first of all, state
policy and legislation). Therefore, two terms were combined into one. It was
named “the regulatory and institutional framework of PPP”. The framework
consists of three core elements: the legal regulation of PPP, organisations
(units) for PPP development, and state policy in PPP. To confirm the
hypothesis that these elements are still drivers for the national PPP markets,
their role at the third step (i.e. case study analysis) of the survey was
analysed. Note that the micromanagement PPP framework is beyond the
scope of this study because it is not part of the aim of the current research
and requires a different approach to explore.

4.2 Interrelationships between core elements of the institutional and regulatory
PPP framework

The feedback from the respondents is presented in Table 2. To describe a
conditional (implicational) relationship between the core elements of the
PPP framework and to make perception easier, the next expressions were
designated:

* “PPP legal regulation” as A

e “PPPunit” as B

» “State policy in PPP” as C.

Table 2: Feedback from Respondents

Specialists with PPP Specialists with PPP
experience of more experience less than
Statements than three years three years

Strongly Strongly ~ Strongly  Strongly
agree disagree agree disagree

1. Legal regulation of PPP

has a significant impact on

forming and developing a PPP 42 (89%) 5 (11%) 9 (75%) 3 (25%)
state policy in the national PPP

market

2. Legal regulation of PPP has

a significant impact on forming o o 12 o
and developing a PPP unit in 45 (96%) 2 (4%) (100%) 0 (0%)
the national PPP market
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Specialists with PPP Specialists with PPP
experience of more experience less than
Statements than three years three years

Strongly Strongly Strongly  Strongly
agree disagree agree disagree

3. PPP unit has a significant
impact on forming and
developing a PPP state policy
in the national PPP market

6(12%)  41(88%) 1(8%) 11 (92%)

4. PPP unit has a significant

impact on forming and

developing a PPP legal 3 (6%) 44 (94%) 0(0%) 12 (100%)
regulation in the national PPP

market

5. State policy in PPP has a

significant impact on forming N 0 12
and developing a PPP unit in 45 (96%) 2 (%) (100%)
the national PPP market

6. State policy in PPP has a

significant impact on forming

and developing a PPP legal 47 (100%) 0 (0%) 10 (83%) 2 (17%)
regulation in the national PPP

market

0 (0%)

Source: Author’s computation.

As a result, the data from Table 2 are presented as logical consequences
(Table 3). The logical analysis of Table 3 shows: (1) All logical
consequences are the same for both groups of respondents, i.e., the
respondents with different PPP experiences have the same opinions. It makes
the findings more valid. (2) Both of the logical consequences “C = A” and
“A = C” are true. Therefore, legal regulation of PPP and PPP state policy
are simultaneously necessary and sufficient for developing the national PPP
market. The consequences “C = B” and “A = B” are false. They are not
taken into consideration. The consequences “B = A” and “B = C” are true.
It shows that the existence of a PPP unit is a sufficient condition for the legal
regulation of PPP and PPP state policy (Figure 1). In practice, it means that
to develop a national PPP market a government should firstly set up a PPP
state policy and corresponding legislation. And should establish a PPP unit
only after this. This finding could be useful to the authorities of emerging
PPP markets when developing a national PPP strategy.
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Table 3: Logical Consequences of Core Elements of the PPP Framework

No. of statements Logical True/False** True/False**
(from Table 3) consequence® (for the 1st group  (for the 2nd group
of respondents) of respondents)

1 C=A T T
2 B=A T

3 C=B F F
4 A=B F F
5 B=C T T
6 A=C T T

Notes: * - For example, the conditional statement “C = A” shows “if C, then A” i.e., in formal

logic, it means that A is said to be a necessary condition for C, and otherwise, C is said to be a

sufficient condition for A. The simultaneous condition of necessity and sufficiency requires that both
of the implications “A = C” and “C = A” are fulfilled (Keith, 2017). ** - In case when most of the
respondents “strongly agree” with the correspondent statement (according to Table 3), it is marked

in Table 4 as “T” (i.e., “True”). Otherwise, it is marked as “F” (i.e.

Source: Author’s computation.

Figure 1: Interrelationship Between Core Elements of the
PPP Framework

, “False”).

Regulatory and Institutional

Necessary and
sufficient
conditions for...

Legal regulation of PPP

State policy in PPP

Development of national PPP
market

Impacting and forming

Sufﬁcienﬁdition for...

Surmuwioy pue Junoeduy

t> Units for PPP development

Source: Author.
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4.3 Case study analyses
4.3.1 Legal regulation of PPP

In France, the history of PPP began from the first concessions in the Roman
Empire. A lot of canals and bridges were built using concession agreements
in the 16th and 17th centuries. Also, concession agreements were used to
build many railways, metros, water, and power infrastructures in the 19th
century. The legal regulation of the concession agreements appeared at the
same time (EPEC, 2012).

Modern PPP legislation emerged in 1988 when the government
introduced the new model of PPP based on the payment mechanism of
the public party. The main reason for its appearance was to accelerate
infrastructure development in the country. When the “Sapin” Law 93-122
of January 1993 came into force, concessions gave a private party the right
to maintain and/or to operate the infrastructure entity for a limited period. A
public party bore all operational risks (EPEC, 2012).

In 2004, the French President signed law No. 2004-559 “On PPP
contracts”. According to this law, a partnership contract is an agreement
under which the public party instructs the private partner to design, build
(reconstruct), finance, operate, and maintain an infrastructure facility. The
model is the same as a UK PFI-style contract. The main reason for the law
was to fill in the gap between traditional work contracts and concession
agreements (EPEC, 2012). As a result, there are two main PPP models in
France now. These are concession agreements and partnership contracts
(Vaissier et al., 2020). The main difference between them is in the payment
mechanism. A concession uses a direct tariff, i.e., users of the service pay a
fee directly to the private party.

As a result, since 2005, France has become one of the most buoyant
markets in the world for PPP models based on an availability payment from
a private party, and the value of partnership contracts achieved EURI1S5
billion, or 83% of total PPP projects (EPEC, 2012). The public authority
is obliged to make the value-for-money (VM) and financial feasibility
analysis before initiating the procurement. At that time, the PPP legislation
did not have any obligations to evaluate new PPP projects concerning socio-
economic development goals.

The next stage of France’s PPP legislation began in 2019, when the PPP
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Code entered into force. There had been more than 30 separate legislative
acts on PPP in the country before it. The government believed that the
uniform PPP Code would make it easier for many private companies to
implement PPP projects. Primarily, it would stimulate small and medium-
sized businesses to take part in new PPP projects. At the same time, PPP
projects began to be implemented in strict compliance with the approved
strategic plans for social and economic development.

In Germany, concessions have been known from the Middle Ages. In
2005 a special PPP acceleration law came into force. It helped to improve
the institutional environment of PPP. There is still no specific PPP legislation
in Germany. The legal regulation of PPP is mainly based on civil law and
the Public Procurement Act. There are also regulating acts of PPP projects
in specific sectors, such as energy and motorway (Bonhage, 2020). The
legal framework provides the opportunity to implement a wide range of
PPP models, including build-operate-transfer (BOT), Build-Transfer-Operate
(BTO), build-own-operatye (BOO), concessions, institutional PPP, etc.
Despite this, approximately 70% to 80% of PPPs are based on the BTO
model (Jacob et al., 2014).

In Russia, there are two main PPP approaches. The first model is a
concession. It allows the implementation of only one PPP model - BTO. The
federal law “On Concession Agreements”, No. 115-FZ came into force in
2006. According to it, a public party does not have an obligation to calculate
VM criteria. Thus, from 2016 to 2019, about 500 to 600 concession
agreements were concluded annually in Russia (Ministry of Economic
Development of the Russian Federation, 2020).

The second PPP approach was based on regional legislative acts. The
first of them also came into force in 2006. It was St. Petersburg's regional
law on PPP. In 2016, the federal law “On Public-Private Partnerships,
Municipal-Private Partnerships in the Russian Federation”, No. 224-FZ
was enacted. All types of PPP models may be implemented according to
this federal law. It establishes the obligation of public authorities to make
a VIM analysis before the beginning of a procurement procedure. Only 25
PPP projects were implemented under this federal law at the end of 2019
(Ministry of Economic Development of the Russian Federation, 2020).

Thus, the above-made analysis shows that the countries use different
legal regimes. However, all of them have a relatively high level of PPP
development. The case study shows that the BTO model is the most
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frequently used form of PPP in these countries. It should be defined as a best
practice because it mitigates the risks of asset loss for the public party. As
demonstrated above, the implementation of PPP projects could be possible
only in a PPP legal framework. At the same time, a PPP legal regulation
for each country establishes the specifics of the implementation of PPP
models (for instance, differences in payment mechanisms, etc.). As a result,
specific PPP models are becoming prevalent in each country. This suggests
that a PPP legal regulation does not just stimulate PPP development but
purposefully develops specific PPP models and mechanisms of PPP project
implementation. It confirms that the legal regulation of PPP is a necessary
and sufficient condition for PPP development.

4.3.2 PPP units

In France the PPP centre (Mission d’Appuiaux PPP [MAPPP]) was
established in 2005. The main aim of MAPPP was to assist the executive public
authorities (initiators of PPP projects), including preparing and implementing
PPP projects all over France. MAPPP was a structural unit of the Ministry of
Finance, with a strength of six staff. All MAPPP’s decisions were subject to
the approval of the Ministry of Finance (Saussier & Tran, 2012).

In 2016, MAPPP was reorganised into the PPP Support Service (FIN
INFRA). It was done due to changes in national legislation. Nowadays,
the centre continues to be a division of the French Ministry of Finance.
The main task of FIN INFRA is to provide advice and methodological
assistance to the authorities at all stages of PPP projects. In particular, the
centre performs the initial review, analysis, and approval of procurement
documentation developed by authorities — initiators of PPP projects. At the
municipal level, PPP projects may be implemented without their evaluation
by the centre. FIN INFRA also advises the executive authorities to develop
the legal and financial models of PPP projects. The utility activities are
financed exclusively from the state budget. Accordingly, FIN INFRA is
not entitled to receive remuneration from other ministries and agencies.
Unfortunately, there are not enough public data concerning the effectiveness
of PPP project implementation in France. Only one source of information
(European Court of Auditors, 2018) is available. The team of auditors
analysed four PPP projects in France. They noted one of the projects had
a cost overrun of 73%, and another project had a delay of 16 months. The
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annual number of PPP projects began to increase actively from 2006 (Table
4), i.e., one year after the MAPPP appeared. Apparently, MAPPP has made
a significant contribution to the development of the national PPP market.

Table 4: Annual Number of PPP Projects in France

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Number
of 2 0 1 1 1 3 10 10 19 13 16
projects

Source: EPEC, 2020.

In Germany, there are PPP units at both federal and regional levels. The
Federal PPP unit is called PPP Germany Ltd (Schifer & Rethmann, 2020).
In 2001, Germany’s government established a PPP Steering Committee
to manage PPP policy. At the same time, the federal state of North-Rhine
Westphalia created the first regional PPP unit, the ‘PPP Task Force NRW”.
From 2001 to 2005, similar PPP units were set up in all German states.
The federal PPP centre was established in November 2008 by the German
Ministry of Finance as a joint-stock company. It was called OPP Deutschland
AG (PPP Germany). The shareholders of OPP Deutschland AG were both
federal and regional public authorities and private companies (including
construction companies, banks, consultants, and industry unions) (Miiller,
2009).

In January 2017, this company was transformed into PPP Germany
Ltd. Only representatives of the public sector (both federal, regional,
and municipal) remained as founders. The authorities also expanded the
objectives of the PPP unit. OPP Deutschland AG advised both the public and
private sectors on structuring PPP projects. The restructured company now
assists in organising all types of public procurement infrastructure projects
(including PPP projects) only to public authorities at all levels. The executive
authorities, being its founders, can engage this company as a consultant
without competitive procedures (Schifer & Rethmann, 2020).

The annual growth of PPP projects began the following year after the
appearance of the PPP centre (Table 5). Consequently, it can be assumed that
the centre’s contribution to this growth is significant. Also, it should be noted
that the interconnection mostly repeats the case of France.
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Table 5: Annual Number of PPP Projects in Germany

Year 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Number
of 0 8 4 3 6 6 23 11 13 6 10 7
projects

Source: EPEC, 2020.

In Russia, the Economic Sector Development Department of the
Ministry of Economic Development has been responsible for PPP
development tasks at the federal level since 2006. It mainly analyses the
national PPP market and prepares proposals for the improvement of PPP
methodology and legislation.

At the regional and municipal levels, PPP development functions
are assigned on a case-by-case basis. Typically, at the regional level,
PPP is a part of the Ministry of Economic Development or the agency.
They are responsible for attracting investment to the region. At the level
of municipalities, PPP issues are the responsibility of the financial and
economic units (departments, divisions, etc.) of the municipality. At all
three public levels, the PPP units have a purely advisory function. The
procurement procedures of PPP are the responsibility of the relevant
ministries.

Also, the PPP information and advisory functions are performed by an
autonomous non-profit organisation ‘“National PPP Centre”, founded by the
national development bank “Web.RF” in 2009. This PPP centre, in particular,
provides paid advisory services on structuring PPP projects to both private
investors and executive authorities at all public levels. Besides, it publishes
the annual ranking of the Russian regions by the level of PPP development.
In Russia, the annual growth of the number of PPP projects has begun since
2009 (Table 6). It coincides with the year of the creation of the PPP centre.

Table 6: Annual Number of PPP Projects in Russia

Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Number
of 0 0 0 13 84 86 95 102 204 403 821 487 451 376
projects

Source: Ministry for Economic Development of Russian Federation, 2020.
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It is taken into consideration that the dynamics of the PPP market
are influenced by many micro and macroeconomic factors (including the
phases of economic growth in the country and the world). In this regard,
the presented hypothesis about the influence of the PPP centre on the
growing number of PPP projects probably requires additional mathematical
validation. It will be the subject of further research.

Thus, the existence of PPP development organisations in a country
is a common global practice. There are significant differences in the
organizational structure and the set of performing functions. As a good
practice, it should be concluded that the national PPP centres/units can be
established as part of the government (like in France) or as legal entities
involving public and private companies (like in Germany and Russia).

The legal regulation and the first PPP projects appeared in the reviewed
countries earlier than the creation of the national PPP units. Therefore, the
national PPP markets were able to develop for a certain period without
any PPP units. But the appearance of the PPP unit has stimulated the
development of a national PPP market in every reviewed country. Thus, the
existence of a PPP unit is a sufficient condition for PPP development at the
national level.

4.3.3 State policy in PPP

The methods of the public policy analyses may be different. They include
“art, craft, and persuasion” (Dunn, 2017). To conduct the PPP policy
analysis, the method of inductive reasoning (Copi, et al., 2006) was used.
The above-mentioned experience of three countries was used to identify
some stages of the evaluation of their PPP state policy (Table 7).
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Table 7: Evolution Stages of PPP State Policy in France, Germany, and Russia

Time Objectives of PPP Implementation of Outcomes & outputs of
period public policy PPP public policy PPP public policy
France
From the To develop Based on the legal A lot of railways,
Roman infrastructure regulation of the metros, water and power
Empire  objects through concession agreements  stations were built
to 1988  private investments - A rich experience
of concessions was
accumulated (including
skills of civil servants
and jurisprudence)
1988 — To diversify the - The new models of - Rapid growth in
2019 range of PPP PPP (including payment the number of PPP
models and to mechanisms) were projects. The number
improve the quality legislated of unsuccessful projects
of PPP projects - VIM criteria became grew too
implementation obligable for initiating - The PPP centre
PPP projects accumulated experience
- The PPP centre was of PPP and improved the
established skills of civil servants
in PPP
2019 - To improve the - The uniform legal France has the most
now effectiveness of act (the PPP Code) has  active PPP market* in

PPP projects and

to involve more

SMEs in new PPP

projects

been legislated

- PPP projects have
implemented following
strategic plans for
social and economic
development

terms of the number of
projects (EPEC, 2020)
*- among other
European countries
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Time Objectives of PPP Implementation of Outcomes & outputs of
period public policy PPP public policy PPP public policy
Germany
From the To develop The concession model - A lot of roads were
Middle infrastructure was a single PPP built
Agesto  objects by private  approach. It was based - A rich experience
2001 investments on the civil code. of concessions was
accumulated (including
skills of civil servants
and jurisprudence)
2001 — To diversify the - The PPP acceleration - Rapid growth of the
2005 range of PPP act came into force number of PPP projects
models (according - VIM criteria became - The federal and
to the UK’s obligable for initiating  regional PPP units
experience) and to  PPP projects accumulated an
improve the quality - The special federal experience of PPP and
of PPP projects committee for PPP was  improved the skills of
implementation established civil servants in PPP
- The first regional PPP - The national PPP
Unit ‘PPP Task Force market became highly
NRW’ competitive
with international
players
2005 — To improve the - The federal PPP centre Germany has the most
now effectiveness of has been established active PPP market*® in

PPP projects

- PPP projects have
been implemented
following strategic plans
for social and economic
development

value terms (EPEC,
2020)

*- among other
European countries

43
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Time Objectives of PPP Implementation of Outcomes & outputs of
period public policy PPP public policy PPP public policy
Russia
From To develop - Based on the legal - Rapid growth of the
2006 till  infrastructure regulation of the number of PPP projects
2016 objects by private  concession agreements - The federal and
investments - The special federal regional authorities
based on the department for PPP and  accumulated experience
PPP experience the National PPP Centre of PPP to improve the
of developed were established legislation
countries
2016 — To diversify the - Based on the new - The opportunity to use
now range of PPP federal law on PPP all range of PPP models

models (according
to the experience
of developed
countries) and to
improve the quality
of PPP projects
implementation

agreements and constant
updating of concession
legislation

- VIM criteria has
become obligable for
initiating PPP project™®

- PPP projects have
been implemented
following strategic plans
for social and economic
development

* - for concessions it is
not applicable

- The total value of the
national PPP market was
US$59.7 billion in 2019

Source: Author.

Table 7 shows that PPP state policy goes through very similar stages
in each reviewed country. The existence of only two stages in Russia is
caused by the government’s ability to take into account the experience of
developed countries. It has minimised the timeline for PPP development.
Based on Table 7 four main stages in the evolution of PPP policy could
be distinguished (Figure 2). So, it is justifiable to assume that these stages
are universal and characteristic features of all developed and developing
countries using PPP.
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Figure 2: Evolutionary Stages in the Development of Public Policy in PPP
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Stage 1, “PPP as a new tool for infrastructure development”. The
government policy starts to encourage private investments in infrastructure
projects. At the same time, the state begins to form a legal PPP framework
and establish relevant development institutions at the national/regional
level. In this period, the authorities implemented one-off PPP projects.
At this stage, the main focus of public PPP policy is to create conditions
and accumulate practical experience for further up-scaling and to increase
the efficiency of PPP projects. As a result of this stage, both authorities
and private investors gained sufficient experience in implementing PPP
projects, and the regulatory PPP framework and PPP units are established
and functioning.

Stage 2, “PPP as a tool for most projects”. Public servants begin to
believe in the absolute and unconditional efficiency of PPP. As a result,
they start to use PPP to the maximum extent. Also, at this stage, a specific
“fashion” for PPP use may have appeared. It is spurred, among other things,
by media reports on the emergence of a new “panacea” for all infrastructure
problems. This trend leads public officials to use PPP totally in all projects
(without reference to strategic development documents). Often a PPP
project is implemented just to show that PPP tools are actively used. At the
same time, the importance of the infrastructure project for socio-economic
development is not considered to a greater extent. As a result, a certain
number of failed (with term delay and/or cost overrun) PPP projects have
appeared.
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Stage 3, “PPP as a tool for territorial development”. Unsuccessful
PPP projects lead authorities to rethink the PPP policy. Firstly, the criteria
for justification and decision-making on PPP choice appear as a part of legal
regulation. For instance, the VM approach. Further, the feasibility of PPP
project implementation begins with an analysis of the territory's strategic
development objectives.

Stage 4: “PPP as a tool to achieve the SDGs”. The further evolution of
PPP policy leads to a further transformation of the understanding of PPP. The
authorities begin to evaluate the feasibility and effectiveness of PPP projects
through the Value for People (V{P) approach. It is inextricably linked to the
Sustainable Development Goals (SDGs), i.e., PPP comes to be seen as one
of the tools to achieve the SDGs. It is essential to note that the “Guiding
Principles on People-first Public-Private Partnerships in support of the
United Nations Sustainable Development Goals” were approved at the 4th
UNECE International PPP Forum (United Nations Economic Commission
for Europe, 2019). Naturally, it establishes the base for the continued use of
PPP as people first PPPs (PFPPPs).

It is possible to conclude that France and Germany are currently in
transition from the 3rd to the 4th stage of the PPP policy evolution. As
for Russia, according to Federal Law No. 224-FZ “On Public-Private
Partnerships”, a PPP project must be in line with the national programmes
for socio-ecomomic development. It is the first step towards using a V{P
approach. Thus, the country will be ready to move to the 4th stage soon.

5. Conclusions and Discussion

In recent years, the regulatory and institutional PPP framework has
continued to be one of the main drivers for the development of the national
PPP markets. This conclusion is based on the case study analysis of such
PPP-successful countries, France, Germany, and Russia. This finding fully
approved the study hypothesis and several early studies (dated from 2010-
2017) that were considered in the literature review.

The study has argued that the regulatory and institutional PPP
framework consists of three core elements. They are the legal regulation of
PPP, units for PPP development, and state policy in PPP. As it was described
in the literature review, a lot of researchers have already identified different
institutional factors that stimulate the development of the national PPP
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markets. However, insufficient attempts have been made in those studies
to identify the mutual influence of these factors. The research has tried
to fill this gap. Based on the questionnaire survey, the following logical
interrelationship was identified. PPP state policy and legal regulation
of PPP are simultaneously necessary and sufficient conditions for PPP
development at a national level. They fully determine the third core element
(PPP unit). The last one is a sufficient condition for PPP development. This
understanding could be essential to creating strategic action plans for the
development of the national PPP markets. Hence, it is advisable to form
detailed PPP state policy and appropriate legal regulations. And to create the
relevant units only after it.

The case study of the countries allowed us to identify the following

good practices:

* All analysed countries frequently implement the BTO model. In
particular, this allows them to mitigate the risks of asset loss for the
public party.

* The national PPP units can be established equally as part of authority
(like in France) or as legal entities involving public and private
companies (like in Germany and Russia). In any case, the existence of
the national PPP unit stimulates the development of the PPP market.

* The French experience of unifying national PPP legislation increases
the involvement of small and medium-sized businesses in PPP
projects through clearer and more transparent procedures.

* The Russian law “On PPPs” sets up the V{P indicator as a critical
evaluation criterion for PPP projects, i.e., the PPP project objectives
must comply with at least two purposes of the strategic documents for
socio-economic development.

Based on the literature review, the research has concluded that most
of the studies for identifying the best practices in PPP development are
conducted by the institutions for development (UN, the World Bank, etc.).
However, these publications are not peer-reviewed. Besides, the study has
identified some best practices that have not been found in the previous
studies.

The proposed stages of the PPP policy evolution proved that there
are historical regularities of the PPP state policy. It seems to suggest that
these stages are universal and characteristic features of all developed
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and developing countries using PPP. Similar historical models of PPP
development are lacking in the literature.

Executive authorities, both at federal and regional levels, can use the
study's main provisions and conclusions to further improve the regulatory
and institutional framework for PPP development, especially in emerging
markets. Developing countries can utilise the concept of the evolutionary
stages of PPP public policy for a faster transition to more mature stages.

The main limitation of the study is that it is based only on the
experience of three countries and the answers of 69 respondents. To improve
the validity of the findings, future studies ought to conduct a relevant case
study analysis of the countries from other regions of the world, for instance,
East Asia and the Pacific, Latin America and the Caribbean, etc.. Besides, the
study mainly used qualitative data. Hence, future research may be grounded
on quantitative analyses of the quality of PPP policy and the effectiveness
of PPP project implementation.
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