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Public-private partnerships are generally defined as a 
contractual agreement between a public agency and a 
private entity on a long-term project aimed at providing 
a public service and infrastructure.1  Examples of public 
services delivered through PPP are prison services 
and public parks, while infrastructure can refer to both 
economic infrastructure, such as electricity and mobile 
phone networks, and social infrastructure, such as public 
schools and hospitals. In general, the private entity 
assumes a large part of the financial and operational 
risks in a project, while the income could be in the form of 
user fees of the public service or infrastructure provided. 
An example is a consortium of private companies that 
build, operate and maintain a toll road in exchange for toll 
charges. 

Given the situation of relatively scare fiscal resources, 
PPP provides an alternative approach in providing much-
needed public infrastructure. PPP is particularly useful 
when fiscal space is small or when State capacity to 
deliver large-scale infrastructure projects is limited. Even 
when fiscal resources are available and State capacity 
is adequate, PPP helps shift certain risks relating to 
infrastructure projects to private investors. Such risks 
include: macroeconomic risks, such as inflation and 
exchange rate fluctuations; operating risks, such as 
higher-than-expected construction costs; and revenue 
risks, such as a lower-than-expected number of users and 
thus reduced user fees.

This policy brief is focused on PPP in infrastructure 
projects. Infrastructure is an investment area with the 
largest financing gap, and the one which often exhibits 
greater potential for private investor participation given 
its expected steady revenue stream. For example, it is 
estimated that private financing could contribute at least 
half of the global required investment in energy, transport 
and telecommunications.2  

After its peak in 2010, total infrastructure investment under 
PPP projects in developing Asia-Pacific economies has 
trended downward in recent years. In 2016, the value of 
such PPP investment stood at $36.9 billion (Figure 1). The 
amount decreased from the annual average of $67 billion 
during the period 2013-2015 and the peak of $120 billion in 
2010. The infrastructure sectors that have recorded larger 
PPP investments are transport and energy, which typically 
account for about three quarters of the total investment.     

Total infrastructure investment under public-private 
partnership projects in the Asia-Pacific region

Figure 1.

Source: Authors’ calculations, based on World Development 
Indicators database.

The value of PPP infrastructure investment varies notably 
across Asia-Pacific economies. In India, the total PPP 
investment in infrastructure projects during the period 
2010-2016 was worth about $183 billion, followed by $113 
billion in Turkey, $69 billion in the Russian Federation and 
$45 billion in China. Meanwhile, when compared with 
the size of an economy, PPP infrastructure investment is 
relatively large in such countries as Cambodia, the Lao 
People’s Democratic Republic and Maldives.

This policy brief proposes a new composite index 
that would be used to assess the extent of a country’s 
readiness to implement PPP in infrastructure projects 
in selected Asia-Pacific economies. The PPP Enabling 
Environment Index comprises five equally weighted sub-
indices: (a) institutional arrangements for PPP projects; 
(b) past experience with PPP; (c) macroeconomic stability; 
(d) financial market development; and (e) an economy-
wide legal and regulatory framework. In countries with a 
more enabling environment, PPP infrastructure projects 
tend to offer higher risk-adjusted returns and are more 
commercially viable. The new index is available for 24 
Asia-Pacific economies. Figure 2 depicts the components 
of each of the five sub-indices. 
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Source: Authors.

Five components of the PPP Enabling 
Environment Index

Figure 2. The public-private partnership enabling 
environment

Figure 3.

Source: Authors’ calculations.

According to the PPP Enabling Environment Index, such 
countries as China, India, the Philippines, the Republic of 
Korea and Thailand exhibit a better policy environment 
for PPP projects than others (Figure 3). The results are 
consistent with a similar study that assessed the PPP 
policy environment in 17 economies in the region, based 
on actual data and expert opinions.3

The impact of an enabling policy environment on the 
amount of infrastructure investment under PPP is notable. 
Figure 4 depicts the positive relationship between the 
value of the PPP Enabling Environment Index and the 
cumulative amount of PPP infrastructure investment in 
developing Asia-Pacific economies over the period 2010-
2016. In a regression analysis that was undertaken to 
explain the size of PPP infrastructure investment across 
the region, a one-unit increase in the value of the PPP 
Enabling Environment Index corresponds to a 5.1 per cent 
increase in the amount of PPP infrastructure investment.4  
For example, if the quality of the policy environment in 
Bangladesh were assumed to match the level observed 
in Malaysia, the amount of PPP infrastructure investment 
in Bangladesh could rise by about 37 per cent.

The analysis that is used to examine the sub-indices of 
the PPP Enabling Environment Index yielded additional 
insights. First, among the five sub-indices, the impact of 
the quality of the legal and regulatory framework is the 
most notable. A one-unit increase in the value of the 
legal and regulatory sub-index is associated with an 8.6 
per cent increase in the amount of PPP infrastructure 
investment. This is larger than the impact of 5.4 per cent 
for the macroeconomic stability sub-index and 4.8 per cent 
for the PPP institutional arrangements sub-index. Overall, 
the results that institutional quality and macroeconomic 
stability matter more to PPP infrastructure investment are 
expected and consistent with that of other studies.5  
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Source: Authors’ calculations.

Second, financial market development helps boost 
PPP investments, but only if it is accompanied by 
stable macroeconomic conditions (as captured by the 
interaction term of the two variables). As infrastructure 
projects are long-term in nature with high upfront costs, 
macroeconomic volatility complicates the forecast of 
future demand for infrastructure services and reduces 
project viability. Under such a situation, PPP infrastructure 
investment may not materialize even if financial market 
development is adequate. 

Third, among the components of the PPP institutional 
arrangements sub-index, the quality of project preparation 
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and procurement practices is particularly important. 
Economy-wide infrastructure planning that integrates 
sectoral plans and consultative project planning 
and selection are the key elements of good project 
preparation.6  Moreover, countries should prioritize 
infrastructure projects based on their ability to 
contribute to strategic goals, economic viability and 
project readiness. Meanwhile, with regard to public 
procurement, a procurement practice that is transparent 
and fair, encourages competition and incentivizes 
innovation is more likely to select a project that offers 
better value for money.    

Despite significant potential benefits, infrastructure 
investments through PPP exhibit some risks; thus, 
careful project implementation is required. The first risk 
is increased fiscal contingent liabilities, as Governments 
may need to take over PPP projects that fail to be 
delivered by bid winners. To reduce such risk, several 
good practices based on past country experiences 
can provide useful guidance.7  Some examples are 
conducting a cost-benefit analysis for project selection, 
quantifying the size of fiscal contingent liabilities, 
publishing details of PPP contracts and having in place 
a budgetary system and financial reporting standards 
that accurately reflect fiscal obligations. The second 
risk is that PPP projects may reduce medium-term 
fiscal flexibility given public financial commitments in 
the years after infrastructure projects are completed. 
Finally, PPP may potentially lead to high user charges 
for infrastructure services. 

1. See World Bank, Public-Private Partnerships: Reference Guide 
(version 3), (Washington, D.C., 2017) for a comprehensive report 
on PPP, including its definitions, sources of financing, enabling 
policy environment and project cycle. Clio Dintilhac, Fernanda 
Ruiz-Nuñez, and Zichao Wei The economic impact of infrastructure 
and public-private partnerships: literature review (Washington, D.C., 
World Bank, 2015) provided a literature review on the economic 
impacts of PPP.  

2. Guido Schmidt-Traub and Jeffrey D. Sachs, "Financing 
sustainable development: implementing the SDGs through effective 
investment strategies and partnerships" SDSN Working Paper (New 
York, Sustainable Development Solutions Network, 2015). .

3. The Economist Intelligence Unit,  Evaluating the Environment for 
Public-Private Partnerships in Asia-Pacific: The 2014 Infrascope. 
(London, EIU, 2015). Available from https://www.adb.org/sites/
default/files/publication/158409/2014-infrascope.pdf.

4. For technical details, see Annex V in United Nations Economic 
and Social Commission for Asia and the Pacific, Economic and 
Social Survey of Asia and the Pacific.2018: Mobilizing finance for 
sustained, inclusive and sustainable economic growth. Sales No. 
E.18.II.F.16.

5. See, for example, Mona Hammami, Jean-François Ruhashyankiko 
and Etienne B. Yehoue, "Determinants of public-private 
partnerships in infrastructure". IMF Working Paper, No. WP/06/99. 
(Washington, D.C:, 2006), Chandan Sharma, "Determinants of 
PPP in infrastructure in developing economies",. Transforming 
Government: People, Process and Policy, vol. 6, No. 2, (2012), pp. 
149-166; Tewodaj Mengistu, Determinants of private participation in 
infrastructure in low and middle-income countries (LMICs), (Mimeo, 
Pardee RAND Graduate School, 2013), Rahmatina Awaliah Kasri  
and Farid Arif Wibowo, "Determinants of public-private partnerships 
in infrastructure provision: evidence from muslim developing 
countries", Journal of Economic Cooperation and Development, vol. 
36, No. 2, (2015), pp. 1-34;.and Marian Moszoro and others, "What 
drives private participation in infrastructure developing countries?" 
in Public Private Partnerships for Infrastructure and Business 
Development, Stefano Caselli, Guido Corbetta and Veronica Vecchi, 
eds. (New York, Palgrave Macmillan, 2015).
 
6. Global Infrastructure Hub, Set Your Infrastructure Policies in the 
Right Direction. (Sydney, Global Infrastructure Hub and KPMG, 
2017).

7. World Bank, Managing Contingent Liabilities in Public-Private 
Partnerships: Practice in Australia, Chile, and South Africa 
(Washington, D.C., 2010).


