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THE PRIVATE SCOPE IN PUBLIC-PRIVATE COLLABORATIONS:  

AN INSTITUTIONAL AND CAPABILITY-BASED PERSPECTIVE 

ABSTRACT 

There has been growing interest in the organization of business activities in the public sector, 

including the emergent phenomenon of public-private partnerships (PPPs). In this study, we analyse 

the determinants of the private scope in partnering with public actors, i.e. the extent to which private 

actors are involved in multiple, consecutive value-creating activities in the partnership. We contribute 

to the nascent literature on the economic organization of activities in the public interest by examining 

the determinants of private scope in PPPs. Testing our model on a unique database of public-private 

agreements, we find that both public and private actor-specific capabilities in PPPs positively affect 

the private scope, and their effect is strengthened when the quality of institutions is high. Our results 

highlight the contingent role of the quality of institutional environment, which on its own is 

insufficient to increase private scope, but critically acts in a complementary way by enhancing the 

effect of public and private capabilities. By highlighting the determinants of private actor involvement 

and collaboration in public sector activities, our study offers important implications for both theory 

and practice of hybrid (cross-sector) organizational forms. 

Keywords: Public-private partnerships, institutional environment, private scope, capability, 

governance mechanisms   
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INTRODUCTION 

Public-private partnerships (PPPs) are becoming widely used by governments and 

municipalities to overcome public resource constraints and capitalize on the organizational 

capabilities and resources offered by private entrepreneurs (Cabral et al. 2013; Mahoney et al. 2009). 

In this context, private actors are responding to calls for an increased role in public-private projects by 

adjusting their extent of engagement in multiple, successive activities across the value chain of public 

domain products and services (Kwak et al. 2009).  For example, Sodexo—one of the world’s largest 

catering and facilities management companies—started its operations in prison service PPPs in France 

with a restricted activity focus on facilities management and subsequently expanded its scope to other 

functions such as construction, security, health, and inmate rehabilitation.  

 Understanding how private actors engage in PPPs is particularly important given the growing 

attention given to these novel hybrid organizational forms (Barringer and Harrison 2000; Henisz 

2006) and their marked differences from other more traditional arrangements, such as private-private 

alliances and R&D partnerships. Unlike private sector hybrids (Bovaird 2004), PPPs are subject to 

non-market objectives and extensive political influence (Bonardi et al. 2005; Kivleniece and Quelin 

2012; Klein et al. 2010), creating hazards to the governance of such alliances and magnifying the risk 

to transaction-specific learning and investment (Dixit 2002; Williamson 1999). In PPPs, governments 

act as direct partners of private firms but are also regulators, with a distinct ability to renegotiate 

contractual terms and change the incentives to deploy new capabilities. Yet, despite the increasing 

attention given to public-private hybrid forms by scholars in economics (Chong et al. 2006; Hart 

2003), public administration (Bovaird 2004; Hodge and Greve 2007) and, more recently, strategic 

management (Kivleniece and Quélin 2012; Mahoney et al. 2009; Rangan et al. 2006), we still know 

relatively little about the conditions which enable private actors to deploy an increasing extent of 

firm-specific resources and capabilities to large and complex projects at the public interface. 

In this paper, we focus on explaining the determinants of private scope: the extent to which 

private actors are involved in a multiple, successive set of value-creating activities in the partnership. 

A number of theoretical strands have emerged in the nascent studies on public-private interaction 
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(McGahan et al. 2013) identifying relevant factors to understand private scope decisions in PPPs. 

These factors include contractual aspects of public-private interaction (Chong et al. 2006; Chong et al. 

2015; Guasch et al. 2008; Hart et al. 1997), institutional factors affecting cross-country private 

investment (Henisz 2006; Henisz 2002) and the cumulative experience of actors in public-private 

collaborations (Cabral et al. 2013; Klein et al. 2013). However, while prior studies on private-public 

interaction have highlighted the crucial role of institutional environment, particularly in infrastructure 

sectors (Henisz 2002; Zelner et al. 2009), relatively less attention has been paid to understanding 

public and private organizational capabilities to execute PPPs as well as their interaction with 

institutional factors influencing scope decisions.  

To address this void, in this paper we examine the effects of the interplay between both public 

and private organizational capabilities in PPPs and the quality of local institutional environments as 

key determinants of private scope in public-private collaboration. We operationalize capabilities at the 

organizational level as accumulated experience by public and private actors in dealing with PPPs, 

while the quality of the institutional environment is conceptualized as a set of stable rules that 

increase transparency and efficiency in the public sector. We then propose a number of hypotheses 

predicting not only the direct effects of public and private organizational capabilities in PPPs, but also 

the effect of the interaction between capabilities and the quality of the local institutional environment 

on the private scope. Our hypotheses are tested using a novel database covering PPP contracts in fifty-

two countries and fourteen different industries, from 1992 to 2012.  

By integrating insights on institutional and capability-based determinants of private scope in 

PPPs, we shed new light on both organizational and institutional level factors that are expected to 

shape private actor engagement in public interest areas. We demonstrate how scope decisions depend 

not only on transactional aspects affecting public-private collaboration (Hart 2003; Spiller 2010; 

Williamson 1999), but also on a set of private and public organizational capabilities that can be 

leveraged within the context of collaboration. Our results show that the effect of public as well as 

private capabilities on the private scope is enhanced when the quality of institutions is high. Crucially, 

we find that an increase in institutional quality alone appears to be insufficient to enhance the private 

scope. This suggests that enhancing the private scope in PPPs requires not only a stable institutional 
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setting, but also an intertwined set of specialized public and private capabilities to manage these 

complex hybrid forms. This represents a distinct contribution as nascent studies on hybrid 

arrangements have pointed to the role of institutions (Henisz 2000; Ménard 2004) and organizational 

capabilities (Cabral et al. 2013), but rarely examined their interaction as crucial determinants of 

private investment and scope decisions (Fabrizio 2012). Moreover, while most existing studies have 

largely been confined to examining the role of private sector capabilities, our work highlights the need 

to disentangle the effects of private and public capabilities, both strengthened by the quality of the 

institutional environment. Conceptually, our results suggest the importance of considering the role of 

the institutional environment simultaneously with heterogeneous public and private organizational 

capabilities to understand the extent of private participation in PPPs.        

Our paper is organized as follows. The first section discusses the theoretical arguments and 

proposes the hypotheses to be tested. The data and sample are presented in the third section. The 

fourth part discusses the main findings and the last one concludes with implications for theory and 

practice, as well as suggestions for future research. 

THEORY AND HYPOTHESIS 

Public-Private Partnerships: A Distinct Form of Inter-Organizational Arrangement 

 In the past few years, strategic management scholars have paid increasing attention to a 

spectrum of collaborative relations and modes of organizing across public and private sector 

boundaries (Kivleniece and Quelin 2012; Mahoney et al. 2009; Rangan et al. 2006). Cross-sector 

collaboration involving governments, private entrepreneurs, and non-governmental organizations 

(NGO) has been increasingly recognized as a novel, hybrid organizational phenomenon able to 

address a broad range of societal goals, such as healthcare, education, public infrastructure provision 

and poverty alleviation (Rangan et al. 2006). Important insights have emerged, particularly from a 

management scholar perspective, on the influence of such novel forms of alliances in crafting 

innovative strategies to deliver goods and services in an economically viable and inclusive manner 

(George et al. 2012; Koschmann et al. 2012; Rangan et al. 2006). Empirically, innovative forms of 

cross-sector partnering have been observed in a number of sectors where public and private interests 
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and capabilities intersect (Kwak et al. 2009; Mahoney et al. 2009; McGahan et al. 2013), such as 

transportation, energy, incarceration, water and sanitation services (Barlow and Köberle-Gaiser 2008; 

Cabral et al. 2013; Chong et al. 2015). Crucially, from a theoretical perspective, public-private 

partnerships have been acknowledged as a form of collaboration distinct from more traditional 

alliances, joint ventures and other types of inter-organizational ties in a purely private settings (Henisz 

2006; Kivleniece and Quelin 2012; Rivera-Santos and Rufín 2010). Residing between the polar 

modes of public and private bureaus (Williamson, 1999: 335-336), PPPs are acknowledged as 

featuring higher-powered incentives than public bureaucracy but also higher administrative controls 

and probity concerns than private governance (Williamson 1999). Moreover and crucially, the role of 

non-market objectives and political influence have been shown as paramount in these settings 

(Bonardi et al. 2005; Henisz 2002; Kivleniece and Quélin 2012; Klein et al. 2010).  

We posit that public-private collaboration represents a distinct hybrid phenomenon, in which 

public actors play a dual role—both as institutional “rule-setters” (North 1990) as well as direct 

(transactional or contractual) counterparts to private organizations. This dual role of public actors 

brings important differences to the underlying contracting and coordination mechanisms in PPPs 

compared to private-private settings, such as higher contractual rigidity, weaker relational ties and 

higher public accountability pressures (Kivleniece et al. 2017; Moszoro and Spiller 2012; Rufin and 

Rivera-Santos 2010; Spiller 2010). Coupled with a need to conciliate competing goals from different 

external stakeholder groups and the difficulties of transposing private incentive-based schemes to 

public sector (Dixit 2002), public-private hybrids thus stand apart and call for deeper inquiry into their 

governance mechanisms, scope and firm boundary implications.   

Private Scope in PPPs 

 In this paper, we focus on the determinants of private scope in public-private collaboration, 

with the notion of the private scope referring to the extent to which private actors are investing and 

participating in multiple, successive (functional) activities along the collaborative project’s value 

chain (Kwak et al. 2009). Specifically, the notion of private scope in PPPs considers the structure and 

division of resource allocation and production activities along the various stages of the value chain, 

and the associated interdependencies between different sets of activities (Jacobides, 2006). Private 
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scope is understood to increase when private actor(s) become increasingly involved in various 

sequential value-creating activities in the partnership, such as asset design or subsequent operations. 

As an example, Carillion, a UK-based corporation originally trading building materials, progressively 

increased its scope towards construction and support services in health services by engaging in a 

successive range of PPPs arrangements with public actors. The accumulated expertise in terms of 

arranging project finance with design, construction and support services allowed the company to not 

only incorporate new functions across the value chain but also engage in projects in other areas, such 

as schools and transportation.    

Capabilities and Private Scope in PPPs 

Traditionally, transaction cost economics (TCE) and incomplete contract theory (Hart, 2003; 

Hart et al. 1997) have been increasingly applied to study private participation in PPPs (Brousseau and 

Saussier 2009; Chong et al. 2006; Chong et al. 2015). According to these theoretical lenses, the asset-

specific nature of the service under scrutiny, the degree of adverse effects from poor quality provision, 

counterparty behavioral hazards and probity concerns may limit the extent of private scope in public 

service provision (Williamson, 1999). Relatedly, contractual incompleteness is also recognized to 

play a key role in shaping public sector boundaries, as highlighted in the seminal works of Hart and 

colleagues (1997, 2003). From both TCE and contracting literature perspectives, the inability to 

specify a complete contract with private actors and the difficulties associated with dealing with 

misalignment between public and private incentives can generate contractual hazards and constrain 

increased private participation (Brousseau and Saussier 2009).  

At the same time, in management studies the impact and role of unique organizational 

capabilities (Barney 1991; Peteraf 1993; Teece et al. 1997; Winter 2003) has likewise been an 

increasingly influential perspective to explain organizational choices, along with transaction cost 

arguments (Argyres 1996; Argyres and Zenger 2012; Fabrizio 2012). Yet, deeper insights on the role 

of capability and resource-based arguments have been scant in cross-sector (hybrid) and public 

organization studies (Klein et al. 2013; Piening 2013).  

We posit that an adequate application of capabilities-based arguments requires the 

examination of the peculiarities of both public and private organizational actors and the wide 
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spectrum of roles that they can assume in the public-private collaboration. Considering the 

interdependence of public and private actors in public interest activities (Mahoney et al. 2009), we 

argue that it is necessary to identify the underlying sets of capabilities in two distinct areas: public 

capabilities and private capabilities in public-private collaboration, as both have a potential effect on 

private scope.
1  

Public sector capabilities in public-private collaboration. In this paper, by public sector 

capabilities in PPPs we refer to the ability of public actors to develop and govern effective public-

private collaborations, i.e. to organize, execute and monitor these interactions. Our public capabilities 

concept thus is closely related to the state capacity construct, which explores the general capacities of 

government organizations to effectively implement official goals and promote economic growth 

(Evans and Rauch 1999; Evans et al. 1985; Hanson and Sigman 2013). Yet, unlike the traditional 

Weberian notions of bureaucracy, such as meritocratic recruitment of public officers and predictable 

career ladders (Weber 1968), public capabilities in private sector partnering focus on whether public 

agencies have experience in crafting and implementing cross-sector collaboration. Some 

governments, for instance, establish specialized offices to deal with PPPs, recruiting personnel that 

over time learn how to structure and manage these hybrid forms (OECD 2010). Besides defining 

policies and processes related to PPP, public agents may coordinate the efforts of other governmental 

agencies and promote PPPs within and outside government. PPP officials located in executive, 

finance or planning departments may inform policies and provide oversight on the public welfare 

implications of PPP projects.  

Strategic management literature suggests that a progressive accumulation of knowledge, 

know-how, and managerial skills by organizational actors (Cacciatori and Jacobides 2005; Helfat and 

Peteraf 2003; Teece et al. 1997) and notably learning by doing is a leading factor in the generation 

and accrual of capabilities (Zollo and Winter 2002). Thus, accumulated experience can facilitate the 

modification of routines, procedures, resources, and organizational process in the direction of the 

desired goals (Klein et al. 2013; Zollo and Winter 2002). In line with these arguments, we expect that 

experience accumulation in public-private collaboration may serve as a principal mechanism for 

                                                 
1 For the sake of brevity, we hereafter refer to them as public capabilities and private capabilities, respectively. 



The Private Scope in Public-Private Collaborations: An Institutional and Capability-Based Perspective 

9 

 

public capability in PPPs accumulation. Such an accumulated range of organizational capabilities in 

public-private collaboration can include contracting capabilities, i.e. those related to managing 

relationships with partners (Argyres & Mayer, 2007), contractual design and enforcement (Brown and 

Potoski 2003; Ryall and Sampson 2009) and inter-organizational coordination capabilities (Cabral et 

al. 2013; Jacobides 2006). These capabilities are particularly critical in public-private collaboration, 

given that the interaction between public agents as non-market actors with profit-seeking firms may 

generate divergent interests and structures in terms of contractual and governance preferences, design, 

implementation and coordination (Bonardi et al. 2006). In addition, knowledge gathered by public 

authorities across the several projects may contribute to improved risk-sharing, optimization, and 

bundling from the private actor side, as well as the use of novel financing models and operating 

technologies (Chung et al. 2010).  

We hypothesize that superior public capabilities (in public-private collaboration) will translate 

into an enlarged private scope in PPP projects. Public capabilities are expected to improve the 

coordination and collaboration interface between the two partners, as well as reduce uncertainty 

hampering private investment. Although partner capabilities are relevant in the context of 

collaborations in general (Gulati et al. 2005), they become particularly critical in PPPs, where one of 

the parties (the government) is not only an alliance partner but also a regulator. Because enlarged 

private scope is inevitably associated with higher demands for adaptation and coordination, a public 

counterpart with more developed cross-sector or PPP capabilities is likely to foster more extensive 

private engagement than a public partner with less developed PPP capabilities. In summary: 

H1: The higher the public capabilities in public-private collaboration, the higher the private scope in 

PPPs. 

Private sector capabilities in public-private collaboration. While prior studies in strategy 

have extensively highlighted the role of alliance and inter-firm partnering capabilities (Ariño and 

Reuer 2004; Kale et al. 2002; Kale and Singh 2007), scant attention has so far been given to the role 

of cross-sector partnering capabilities, particularly from a private actor’s perspective (Rangan et al. 

2006). Similar to the effect of public sector capabilities, we expect that the higher the private 

capabilities in public-private collaboration, the higher the private scope in PPPs. Such an effect, we 
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argue, stems from the benefits of private actor-specific capability accumulation, via increasing 

experience in public partnering in a number of areas, such as operational, nonmarket or relational 

management, as well as contractual design and enforcement.  

From a business strategy perspective, as contractual relationships between public and private 

actors evolve over time, private providers are more likely to better identify the menu of activities that 

contribute to value creation in existing arrangements as well as expansion of potential future business 

opportunities. Empirically, one can frequently observe that firms operating in a specific PPP-related 

sector may, with increasing experience, assume the role of orchestrating the underlying value or 

supply chain. The impact of such value chain orchestration may involve integrated service provision 

on the basis of accumulated value chain management capabilities (Cacciatori and Jacobides 2005; 

Davies 2004; Jacobides 2006; Jacobides and Winter 2005) or use of more modular organizational 

forms to tap into the capabilities of other external partners (Gulati et al. 2012; Schilling and Steensma 

2001). In either case, the expected effect is of private firm broadening the underlying range of 

activities under its control. In this vein, knowledge accumulated via previous experience in PPPs 

allows private firms to improve the breadth and quality of their partnering choices, including those 

related to scope decisions, thus enabling superior value creation and returns in public-private 

collaboration (Kivleniece and Quelin 2012). 

From a contractual and nonmarket capability perspective, accumulated experience may 

attenuate contractual hazards by reducing uncertainty in future transactions (Fabrizio 2012). If 

partnering with public sector requires specific skills and knowledge which can be leveraged in similar 

transactional or contractual context, then firms with wider experience in PPPs are more likely to be 

able to extend their scope of PPP activities, on the basis of proprietary development of public 

contracting specific contractual design, enforcement and coordination capabilities (Argyres & Mayer, 

2007; Lumineau and Henderson 2012; Ryall and Sampson 2009). Firms involved in PPPs may also 

enhance their organizational capabilities through accumulated experience in political or public sector 

relationships (Fabrizio 2012) and in managing the political or nonmarket environments (Bonardi et al. 

2006; Holburn and Zelner 2010; Oliver and Holzinger 2008). Improved partnering abilities (Gulati et 

al. 2009) can help private firms engaged in PPP arrangements not only to refine the evaluation of 
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contractual hazards (Williamson 1991) but also to improve managerial assessments about the impact 

of capabilities on scope decisions (Jacobides and Winter 2005). Thus:     

H2: The higher the private capabilities in public-private collaboration, the higher the private scope in 

PPPs. 

Quality of national institutions and private scope in PPPs 

 Organizational boundary and scope decisions are also likely to be strongly influenced by 

institutional factors. It is well established that institutions, by setting the general “rules of the game” 

(North 1990), may attenuate market and government imperfections (Meyer 2001), shape strategic 

choices of economic actors and affect organizational relationships (Lenway and Murtha 1994). 

Public-private interactions typically involve investments with an elevated degree of specificity that 

can induce higher transaction costs, and increase the underlying actor dependence on well-established 

institutional rules and structures governing the exchange. Thus, PPPs often represent customized 

configurations for a particular institutional context and the interactions between idiosyncratic 

organization features and underlying contractual and institutional hazards are likely to affect strategic 

choices, including private scope decisions (Meyer et al. 2009).    

Strategic management scholars focusing on the impact of institutions on business decisions 

agree that weaker institutional safeguards can increase private actors’ exposure to a broader set of 

contractual hazards and hamper the effectiveness of outsourcing and other forms of hybrid 

arrangements (Fabrizio 2012; Henisz and Zelner 2005, 2006). Institutional characteristics appear to be 

a highly relevant factor in firm governance decisions, particularly in settings involving government 

actors (Hammami et al. 2006; Henisz 2006). As prior studies suggest (Moszoro and Spiller 2012; 

Valero 2015), one of the major factors affecting private scope decisions is the existence of 

government opportunism: public actors sponsoring PPPs can use (or threaten to use) their 

discretionary power to extract rents from private partners who invested in project-specific assets 

(Spiller 2010). Governments can also allocate additional funds to well-connected private groups 

instead of more capable actors, thus reducing the propensity of private actors to undertake additional 

investments (Ahuja and Yayavaram 2011; Inoue et al. 2013). Weaker institutional environments with 

higher social volatility or uncertainty may also hamper the private scope by increasing the hazards of 
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value appropriation by third-parties, such as organized group lobbying for price reductions and other 

changes that may negatively affect private investment (Kivleniece and Quélin 2012; Moszoro and 

Spiller 2012).   

A weak institutional framework with unstable rules of law, lack of transparency, “red tape” 

and corruption—, which we refer to as a low-quality institutional environment—can exacerbate 

transaction costs and contracting hazards. In this case, regulatory and law enforcement agencies are 

not able to efficiently regulate PPP contracts, avoid holdup, and promote a stable environment in 

which parties can settle agreements in face of unpredicted events (Levy and Spiller 1994; Spiller 

1990). Low-quality institutions will tend to particularly damage the implementation of PPPs with a 

high private scope, given that an increased scope will likely require idiosyncratic investments and 

transaction-specific learning across a broad set of activities in the value chain (Henisz 2002). We thus 

predict that countries with a low-quality institutional environment are less likely to attract and sustain 

a broad spectrum of private engagements in public-private projects, resulting in a lower private scope 

in public-private collaboration. And, conversely: 

H3: The higher the quality of national institutions, the higher the private scope in PPPs. 

Interactions between institutions and capabilities: Effects on private scope  

The relationship between institutional factors and firm level experience has been identified as 

critical in prior management studies (Meyer et al. 2009; Peng et al. 2009). Institutions may stimulate 

(or hinder) the deployment of organizational capabilities by creating (or obstructing) new business 

opportunities, new practices, and experimentation of methods and processes. Contingent on the 

institutional environment in which PPPs take place, repeated interactions between public and private 

actors can contribute to mutual learning and are likely to influence future investment decisions. From 

the public actor side, the accumulation of capabilities through sequential learning will largely depend 

on parameters from the institutional environment, such as stability of rules and an efficient public 

bureaucracy. If, for instance, elected governments frequently change and intervene in the public 

bureaucracy and create excessive formal requirements to regulate private actors, then it will be 

difficult to deploy accumulated capabilities to more effectively design and execute public-private 

collaboration (Henisz and Zelner 2005). In this case, even a significant cumulative public sector 
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experience in PPP projects might not represent a key factor stimulating private actors to run broader 

scope projects.  

On the other hand, the very existence of high quality political and market institutions can 

stimulate private investments in PPPs with a broader private scope, especially in the presence of 

public actors with enhanced public-private collaboration abilities. The existence of a high-quality 

institutional setting should enable private organizations to expand their scope as a response to superior 

public capabilities in collaboration. If the institutional environment is unstable and plagued with 

contractual hazards, private actors may be reluctant to enhance the scope of their projects even when 

domestic public actors have developed capabilities to structure and manage PPPs. In other words, we 

predict that high quality institutions can complement public capabilities in public-private collaboration 

(i.e. the experience of public agents in dealing with PPPs) and reinforce the propensity of private 

organizations to increase their scope in public-private collaborations: 

H4: The higher the quality of national institutions, the higher the impact of public capabilities on the 

private scope in PPPs.  

Extant theories in strategic management also suggest that increased experience will translate 

not only into superior partnering abilities (Gulati et al. 2009) but also into superior operational 

capabilities of private actors acting as entrepreneurs (Winter 2003). In the context of public-private 

collaborations, repeated trial-and-error interactions may permit private companies to develop cost and 

quality altering innovations, and, by creating or recombining different resources, develop novel 

capabilities that allow them to enhance the scope of engagement (Shanley and Peteraf 2004; Zollo and 

Winter 2002). At the same time, however, scholars recognize that hazards posed by the institutional 

environment will affect the extent to which private firms are able and willing to deploy their 

accumulated capabilities (Hoopes et al. 2003; McEvily and Zaheer 1999).   

More specifically, we argue that in the presence of well-developed private capabilities in 

public-private collaboration, an enhanced institutional setting is likely to further increase the private 

actors’ scope of activities in PPPs (i.e. as a response to accumulated abilities to better implement 

alternative business models and to deal with market and political uncertainty). In such an 

environment, firms will probably foresee lower risk in the articulation of private capabilities to further 
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enhance the scope of their private activities in the PPP. Conversely, private companies involved in 

PPPs embedded in low quality institutional settings will face increased costs of establishing and 

engaging in projects with high private scope. Even when firms have accumulated experience on how 

to deal with the specificities of PPP projects, a more hostile institutional setting will probably increase 

the perceived transaction costs and hazards associated with high-scope private activities (Williamson 

1999). Therefore, we posit that high-quality institutions will play a complementary role by fostering 

the use of accumulated private capabilities in PPPs to expand the private scope in these collaboration 

forms.   

H5: The higher the quality of national institutions, the higher the impact of private capabilities on 

private scope in PPPs. 

DATA AND METHODS 

Data Sources and Sample  

We use several datasets to test our hypotheses. As a primary and main data source we use the 

PFI (Project Finance International) Database from Thomson Reuters. We also collected data on 

country- and sector-level characteristics from the World Bank Development Indicators database and 

the IMD World Competitiveness Yearbook (WCY). The latter is recognized as a reference data source 

in assessing the competitiveness and institutional environment of nations and has been used by 

various prior studies (Chacar et al. 2010; Hermelo and Vassolo 2010).  

Our initial sample covers 935 recorded PPPs in the PFI database. We focused on finalized 

deals to avoid biasing our sample with announcements that were not realized. Our sample, however, 

had to be reduced to 738 observations due to missing information on the main contractor, the name of 

the project, and the date of the announcement of the agreement in a number of cases. We also had to 

drop additional cases that did not clearly identify the private operator (25 cases), cases generically 

recorded as “PPPs” without any further identification of the type of private scope (134 observations), 

and deals involving full privatization or asset acquisition without any state involvement (31 

observations). We then arrived at a final sample of 548 PPPs in 52 countries and 14 industries from 

1992 to 2012 (see Appendix 1). Our regressions further resulted in fewer effective cases due to 

several added controls (missing for some firms and countries). 
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Dependent Variable 

Our unit of analysis is the PPP contract between a main private contractor (and service 

provider) and a public organization. Our dependent variable measures the degree of private scope in 

terms of the breadth of contractual tasks the private actor undertakes. A higher private scope has  also 

been referred to as “bundling” in prior studies (Hart 2003; Iossa and Martimort 2012), and this 

corresponds to a combination of various value chain activities run by the private partner in sequential 

phases. These activities typically include designing the facility or asset, building it, managing asset 

ownership, financing the project, executing the operations after the facility is completed (with or 

without potential transfer of infrastructure to the public sector after the expiry of the contract). 

Practitioners and policy makers distinguish between several types of PPPs based on the extent of 

private involvement (i.e. scope) in those activities (see e.g. the World Bank Institute/PPIAF Public 

Private Partnership Reference Guide (2012)). For instance, the acronym “BLT” (“Built-Lease-

Transfer”) refers to a type of PPP with relatively low scope of private involvement: the private agent 

builds and operates a facility without designing and retaining the formal ownership rights to it. In 

contrast, the type known as “DBFO” (“Design-Build-Finance-Operate”) represents an arrangement 

with a very high level of private scope. In this type of PPP, private actors are responsible for the 

design, building, financing, and operating of a facility that they also temporarily own.   

Building on the PPP contractual categories reported in the PFI database, we created a measure 

of private scope based on the extent of private involvement in the project as an ordered categorical 

variable, ranging from 0 to 3. Such a ranking corresponds to the level of private actor engagement in 

the set of activities to deliver the final asset and underlying service (see Appendix 2, which also 

includes a tabulation of relative frequencies of PPP types). The lowest ranking for private scope in 

this approach involves a partnership arrangement, whereby the private operator’s primary task is to 

build the asset (which it then leases back from the public actor). Maximum involvement, ranked as 3, 

indicates cases where the private operator designs, builds, operates, and provides capital to invest in 

the facility, as well as assumes full ownership rights for an extended period of time. Instances of 

private involvement, ranked as 2, involve projects where the private operator is responsible for most 

of the activities of the project (including financing and ownership) but is not responsible for the 
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design phase.  Cases ranked as 1 include PPP types where the private actor builds and operates the 

facility but neither designs the facility nor necessarily owns it. Finally, the type ranked as 0, as 

mentioned, involves a simple case where the private actor builds and then leases a facility from the 

government. Compared to the other types, this one never involves ownership, even temporarily. Our 

coding thus reflects a spectrum with an increasing private organizational scope, moving up from a 

simple concession or leasing to the almost complete coverage of design, building, financing, and 

execution of the project by the private partner. It captures a progressive increase in the well-

established set of functions in PPP contracts for which a private party may be responsible, namely: 

designing, building (or refurbishing), financing, maintaining and operating (please see the World 

Bank – PPIAF Reference (2012)). 

To further validate our coding scheme, we proceeded in three complementary ways.  First, we 

ran robustness checks with alternative coding schemes and found similar results in our regressions 

(explained in more detail in Results section below). Second, we tested and verified our coding scheme 

with 37 independent academic and professional experts in PPPs from 11 different countries (such as 

France, Chile, Brazil, Portugal, and Italy), who were asked to evaluate the extent to which they agreed 

with our operationalization of private scope. Using a 1-5 Likert scale, we provided them with our 

proposed coding (as indicated in Appendix 2) and then asked whether (a) they agreed with our coding 

of private scope and whether (b) they expected that moving from categories “0” to “3” would increase 

the number of functions/tasks performed by the private actor in a given PPP. Responses to the two 

questions were, on average, 4.05 and 4.22 respectively (out of 5). To check respondents’ agreement 

on the two questions, we used McNemar’s test (Agresti 1996). We built a scale to assess the degree of 

agreement among the experts on our questions, coding “1” for grades equal or superior to 4, and “0” 

otherwise. The test does not reject the null hypothesis of agreement among the experts, thus indicating 

that specialists similarly and positively assessed the appropriateness of our coding. Third, although the 

PFI database does not provide comprehensive information on the extent of private equity investment 

in each project, we were able to gather data on 51 observations indicating the percentage of equity of 

the PPP directly invested by the private operator. This percentage monotonically increases with our 

measure of scope: 12.9%, 19.6%, 54.1%, and 77.2% from 0 to 3 respectively (which is also found to 
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be statistically significant according to a Kruskal-Wallis rank test). Considering these complementary 

validation results, we are thus confident that our proposed coding system satisfactorily measures the 

extent of private involvement (i.e. scope) in PPP projects.   

Independent Variables 

Public capabilities in public-private collaboration. We measured public capabilities in PPPs 

in two complementary ways. First, following the literature on private alliances (Gulati 1999; Kale et 

al. 2002), we measured the cumulative partnering experience of the government by the directly 

observed, recorded number of past PPPs in a given sector. Thus, in a given year in which the PPP was 

signed, and based on the list of PPPs in the PFI database, we simply counted the cumulative number 

of past PPPs executed in the country and in the particular sector of the PPP. For instance, if the PPP 

was in water distribution, we counted the number of past PPPs in water distribution executed in the 

country in previous years (with 1992 as the first observation year). Our sector-specific focus uses the 

rationale that partnering capabilities are likely to vary across sectors, given that each sector has 

distinct types of investment, knowledge, and contractual provisions. (As reported in the following 

section, we also conducted a robustness check by changing the operationalization of this variable as a 

count of past PPPs in the same country, regardless of the industry focus). Second, as a way to gauge 

the cumulative learning of public authorities in their effort to execute and regulate PPPs, we also 

counted the number of past revisions in PPP regulation as indicated by announcements of changes in 

country-specific PPP procedures. For each country, we reviewed the regulatory requirements 

applicable to PPPs in detail and then coded every publicly announced revision. We interpret these 

revisions as evidence that the country is adapting its regulatory procedures over time, with growing 

experience and resulting accumulated knowledge on PPPs. Prior work has suggested that such 

revisions are an important mark of learning from past country-level projects. For example, a study by 

Dinica (2008) on Spanish wind-farm partnerships showed how several successive revisions of PPP 

legislative frameworks, as a result of learning from past accumulated partnership experiences, helped 

the Spanish government to significantly advance PPPs in renewables. In the present study, to obtain 

complete information of the past legislative PPP specific revisions we conducted an extensive search 

of websites and archival sources (such as legal consultancy reports, OECD/World Bank reports and 
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others) to find information on regulatory and legislative revisions implemented in each specific 

country.    

Private capabilities in public-private collaboration. Private capabilities were also measured in 

two ways. As in the case of public capabilities, we created a measure based on the past number of 

PPPs executed by the private actor in a given sector and year across various countries. In addition, 

while a direct measure of the specialization of the private actor in the sector of the PPP was not 

available, we created a coding scheme with items measuring firm-level focus on core business and 

then hired two independent raters to search for firm-level information on websites and archival 

sources and code the data. We used two items: coding the origin of the firm (whether the firm was 

originally founded to execute activities related to the sector-specific PPP) and focus (the extent to 

which most of the firm’s revenues come from those PPP-related activities). Final scores provided by 

the two raters were highly aligned. The Kappa reliability (agreement) index for each item was 0.738 

and 0.714 respectively, which allows us to reject the hypothesis that responses were randomly 

determined (p < 0.01). Taking the average of the two raters we then created a composite measure of 

private specialization in sector-specific PPPs by combining the two items (Cronbach Alpha = 0.813).   

Quality of national institutions. To measure the quality of national institutions, we examined 

and performed a factor analysis based on variables reported in the World Competitiveness Yearbook 

(WCY), which has been used in previous research to measure institutional development (Chacar et al. 

2010; Hermelo and Vassolo 2010; Inoue et al. 2013). We built on three institutional features that are 

not only expected to affect the perceived quality of the local environment for PPPs, but which also 

appear to be highly correlated: quality of the bureaucracy, absence of bribing or corruption, and 

perceived transparency. We then computed an index of institutional quality by using the average of 

those measures (Cronbach Alpha = 0.808). Based on this index, we created a dummy variable coded 1 

in the case of countries above the median of our index of institutional quality, and 0 otherwise. We 

also performed a robustness check using an alternative measure of institutional development derived 

from the World Bank’s World Governance Indicators database  (Kaufmann et al. 2009). 

Control Variables 
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In the estimation models, we include a range of control variables that are expected to affect 

the private scope in PPPs. We adopt three variables to control for project- and firm-specific factors. 

Variable Contract value measures the size of the PPP contract (logarithm value, in million dollars), 

and is introduced to control for differences in size and scale that may influence the level and 

economic returns of private investment. We also used a dummy variable, Government partner, to 

measure the presence of a government unit (at the national, state, or local level) as a shareholder in the 

Special Purpose Vehicle (SPV) of the PPP, which is not only an indicator of the private executer’s 

extent of connection with the local government but also a factor that may influence scope decisions 

due to perceived costs and benefits of state ownership (Musacchio and Lazzarini 2014). To control for 

firm-level differences in sector specialization—regardless of whether the firm is operating with PPPs 

or rather with standalone projects—we used two independent raters again to gauge the extent to which 

the group is a newcomer to the specific sector or has been operating in the sector for a long time 

(Kappa agreement index = 0.790, p < 0.01), and then computed a measure called Sector specialization 

combining the two items (Cronbach Alpha = 0.950).   

Given our emphasis on local and institutional factors, it is crucial to add a range of country-

level controls. We added Population (the logarithmic value of the national population) and GDP per 

capita (in 1,000 US$ at purchasing power parity) to account for differences in the size and income of 

the local market. In order to control for other institutional factors unrelated to our key quality 

construct, we added supplementary measures from the WCY coding: Competition legislation 

(whether the country facilitates entry and competition, which should affect private scope decisions), 

Financial development (access to credit and capital markets) and Availability of skilled labour (which 

should also affect the cost of executing local PPP-related activities). Another important factor that can 

influence the propensity of the country to sponsor PPP-related activities and reduce the perceived risk 

of private investment has to do with whether its accounts are running budget deficits or surpluses. We 

thus added a variable Fiscal performance measuring the country’s yearly cash balance divided by its 

GDP.  Finally, to control for temporal effects and other unobservable sector-level factors we added a 

set of year and sector dummies. Tables 1 and 2 summarize our variables and their descriptive 

statistics. 
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< Tables 1 and 2 about here> 

Method 

Given the nature of our dependent variable—gauging private scope in a categorical, ascending 

order—we adopt the ordered probit model (e.g. Greene 2000) to test our hypotheses. This model is 

useful in a context like ours where we know that a given project will involve an increasing variation 

in the degree of private scope given the diverse categories of PPP arrangements that governments and 

private firms can employ. Estimated through maximum likelihood, the ordered probit model indicates 

how a change in a certain independent variable affects the likelihood of observing ordinal outcomes. 

We also use robust (Huber-White) estimators of standard errors and cluster them at the country level 

to accommodate potential correlations between observations from the same country. We perform a 

number of robustness checks, explained below, with alternative specifications and controls. 

RESULTS  

Main Results 

Table 3 presents our regression results. Model 1 is a baseline regression including controls 

and our measure of institutional quality. Models 2 to 3 are made of our measures of public experience, 

while Models 4 to 5 goes beyond Model 1 by introducing the variables coding private experience. 

Models 3 and 5, in particular, include interacting terms between the experience and institutional 

quality variables, and hence are used to test Hypotheses 4 and 5. We computed mean-centered 

interactions to minimize problems of multi-collinearity. Model 6, in turn, shows the results of a full 

specification including all the main effects and interactions. Our progressive introduction of 

explanatory variables allows us to examine the relative contribution of each hypothesized determinant 

of scope. Table 3 thus reports the incremental (pseudo) R2 of each regression as well as tests of the 

joint significance of variables added beyond those in model 1. In general, we see that all models are 

significant, but their explanatory power increases significantly, especially, when we add the 

interacting terms.      

<Table 3 around here> 

Hypothesis 1 is generally supported, but only when public capabilities are measured based on 

the extent of past PPPs in the same sector. Thus, at least with respect to this particular measure, this 
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result confirms our expectation that cumulative public experience in PPPs will strengthen public 

authorities’ capabilities to propose and craft attractive projects, thereby increasing the willingness of 

private parties to be involved in a broader, more extensive set of activities within a given PPP. A 

possible explanation for the lack of significance of Past revisions in PPP regulation is that country-

wide legislative and regulatory revisions may generally affect multiple sectors, instead of the specific 

sector of the PPP. Moreover, while attempting to solve previous deficiencies or loopholes in PPP 

contracts and prior regulations, revisions may often introduce more stringent requirements affecting 

the costs of having a higher private scope. Revisions may also result from pressure groups (lobbyists, 

activists, or consumers) trying to capture value from PPP contracts, with adverse consequences for the 

private actor. Increased public experience, in contrast, suggests that the government has over time 

developed superior knowledge on how to design and manage PPP contracts, without necessarily 

changing the formal legislative or regulatory requirements.        

Hypothesis 2 is also generally supported when we again consider our measure of sector-

specific cumulative experience. More past PPPs in the same sector tend to enhance the private actor’s 

willingness to increase the scope of its engagement in a new PPP. Our measure of private 

specialization in PPPs, however, is not significant. This may be due to the fact that this construct is 

more difficult to directly observe and measure. The number of past PPPs in a given sector is arguably 

a more precise indicator of the revealed ability of a private group to execute successive collaboration 

projects with public actors.   

Our variable Quality of institutions is not significant and no support was found for Hypothesis 

3. We hypothesized that the improved quality of a national institution should generally reduce 

perceived risks of adverse contract renegotiation, unfavourable legislation and expropriation, thereby 

increasing the willingness of private actors to increase the scope of their engagement in the project. 

However, PPPs are important governance mechanisms whose functioning requires better 

understanding even in countries with developed institutions. Thus, a possible explanation for the lack 

of significant effect associated with this variable is that the quality of institutions, rather than having a 

direct effect, may exhibit more of a contingent effect, facilitating the adoption of PPPs with wide 

scope when countries already have cumulative experience with such mechanisms. 
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This contingency-based explanation is strongly supported in our models, in which the 

interacting terms are added (Models 3, 5, and 6). The interaction Past PPPs executed in the 

country×Quality of institutions is significantly and positively associated with an increased scope 

indicating that the effect of cumulative public sector experience on the private scope in PPPs is 

enhanced in countries with superior institutional development. This result thereby supports 

Hypothesis 4. Likewise, as shown by the coefficient of the interaction Past PPPs executed by the 

firm×Quality of institutions, the effect of past PPPs executed by the firm in a given sector is enhanced 

where there are higher quality national institutions. This result lends support to Hypothesis 5. Taken 

together, these results indicate that the accumulated capabilities of public and private actors will lead 

to a higher scope of engagement, in terms of the breadth of the tasks performed by the private actor, in 

countries where national institutions are more developed. Critically, as shown by our results, even 

more institutionally developed countries may fail to elicit more extensive private engagement in PPPs 

if the former does not have cumulative experience in this type of governance arrangement. Similarly, 

private capabilities will matter less for scope decisions if the national institutional environment does 

not provide an enabling bureaucratic and legislative context for private investment. 

Analysis of Marginal Effects 

Because the interpretation of interactions is not straightforward in nonlinear specifications 

like the probit and logit models (Hoetker 2007; Zelner 2009), we computed the marginal effects of our 

variables found to be significant in Table 3. Given the nature of the ordered probit model, we focused 

on the predicted probability of the highest possible scope (i.e. cases involving design beyond 

ownership, 3 in our coding scheme). Figure 2 shows the predicted probability of high private scope 

according to varying levels of public and private accumulated experience in sector-specific PPPs, as 

well as the institutional quality of the country.   

The depicted effects confirm our findings: we observe an increase in the private scope when 

there is a combination of cumulative experience and high institutional development. Although the 

graph showing the effect of private experience appears to show that increased experience leads to 

lower scope in countries with low institutional quality, the change is within the bounds of depicted 

confidence intervals (in dashed lines), thus suggesting that private experience simply appears to 
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matter more in countries with more developed institutions. This general finding is also confirmed 

when we run split-sample regressions according to the level of institutional quality (results not 

reported here but available upon request). We find that scope is positively influenced by public 

experience, the effect of which becomes stronger in more developed institutions, and that private 

experience is only positively significant in the subsample involving high institutional quality. 

<Figure 2 around here> 

Robustness Checks 

We used a number of empirical checks to verify the robustness of our results.  Model 7 adopts 

an alternative institutional measure based on the World Bank’s World Governance Indicators 

database (Kaufmann et al. 2009). In line with our main measure, we create a composite variable 

including four items of the database related to corruption, rule of law, regulation, and quality of the 

government (Cronbach Alpha = 0.969). This new variable is found to be highly correlated with our 

previous measure of Quality (correlation coefficient = 0.810). Furthermore, Model 8 relies on the 

number of PPPs considering all past collaborations in a given country regardless of the sector. Model 

9 includes country-specific dummies to account for other unobservable country-level factors not 

captured by the control variables. Finally, Models 10 and 11 check the robustness of our results based 

on the (hypothetical) changes in the way distinct PPP types are coded in our model.  For instance, one 

might argue that the LROT and BOT types may not necessarily differ substantially from more 

straightforward BLT type if firms do not necessarily own or renovate required infrastructure (see 

Appendix 2). Thus, model 10 (re)classifies LROT as 0 together with BLT, while model 11 

(re)classifies BLT, BOT and LROT as 0 and then the other types as 1 (BOO, BOOT) and 2 (DBOT, 

DBFO). 

From our extensive robustness tests, we find generally strong results for the main effect of 

public experience as well as for interactions between capabilities and institutional quality.  These 

results hold when we adopt alternative measures of quality, change the categorization of our 

dependent variable, or adopt additional controls. In other words, and very aligned with Figure 2, we 

can confidently say that accumulated experience in past PPPs and institutional development do not act 

in isolation when it comes to promoting the private scope. High scope will be observed when not only 
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there is a positive association between public and/or private experience in PPPs, but also, crucially, 

when national institutions enable these actors to leverage their capabilities with an increasingly 

extensive set of private actor activities.      

<Table 4 around here> 

DISCUSSION AND CONCLUSION 

Although academics and practitioners have debated the merits of public-private collaboration 

as a novel hybrid organizational form bringing together governmental and private resources for public 

interest, these partnerships are far from a uniform phenomenon. Not only do PPPs differ across 

various institutional and industrial contexts where they can be found, they also vary depending on 

whether private firms are more or less willing to undertake a full spectrum of responsibilities and 

deploy required resources in the architecture and operation of these partnerships. We shed light on the 

determinants of private scope in public-private arrangements, defined as the extent to which private 

actors invest and participate in multiple interrelated activities along the value chain of public-private 

projects. Using a unique database of PPPs worldwide, we reveal an interesting interplay between 

public and private capabilities in dealing with public-private collaborations, moderated by a key 

country-level factor: the quality of national institutions. 

In a nutshell, we find that both public and to an certain extent private capabilities in public-

private collaboration impact the private scope strongly —with higher level of capabilities in PPPs 

leading to a broader private scope. Crucially, we find an important contingency effect of the quality of 

the institutional environment, which on its own appears insufficient to increase private scope, but 

enhances private scope in a presence of complementary public and private capabilities. This result 

confirms our expectation that institutional quality and public capabilities will allow governments to 

craft PPP projects better and reduce perceived contractual risks. We also find a similar contingency-

based effect of private capabilities. Cumulative private experience in PPPs appears to be particularly 

relevant in countries with better institutions, probably because in these conditions private actors can 

invest more safely in projects that will leverage their accumulated knowledge in how to deal with 

PPPs. It also sheds a more nuanced light on prior studies which have generally argued that prior actor 

experience may act as a substitute to safeguards in the institutional environment (Fabrizio 2012). 
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While prior actor contracting experience or political capabilities (Holburn and Zelner 2010) may 

indeed reduce the transaction costs associated with governance arrangements in more institutionally 

uncertain or hazardous environments, our study demonstrates that the broader spectrum of private 

capability deployment, through increased private scope of activities, requires and is facilitated by the 

presence of a more developed institutional environment. In this sense, our study provides important 

contributions to the literature on hybrid (cross-sector) organizational forms and key implications for 

practice.           

Implications for Theory 

Scholars have pointed out that PPPs—and more generally, private action in the spheres of 

public interest in the shape of novel hybrid organizational forms—remain understudied in the 

management and organization literature (Kivleniece and Quelin 2012; Mahoney et al. 2009). 

Furthermore, we lack a comprehensive understanding of the conditions under which, in the context of 

public-private collaborations, private actors are likely to undertake a broader spectrum of value-

creating activities and deploy more (or less) substantial resources to carry out operations at the public-

private interface. The degree of private involvement is a key element in the design and execution of 

PPPs because governments can rely on private capabilities to manage the value chain of multiple 

partnership activities. Thus, our emphasis on private scope adds a novel dimension to understanding 

the heterogeneity in public-private hybrids and hence allows for a more nuanced view of public-

private collaboration phenomenon and variations in the public-private spectrum. By examining how 

and in which conditions private actors can become progressively involved with activities in the public 

interface, we provide additional theoretical underpinning to the strategic analysis of interdependencies 

between public and private interests (Mahoney et al. 2009).      

We also expand the literature on public governance and public-private contracts by moving 

beyond the usual focus on contractual and transaction cost based factors (Bennett and Iossa 2006; 

Chong et al. 2015; Hart et al. 1997). In particular, we exploit sources of firm- and country-level 

heterogeneity that have received increased attention in strategic management literature—namely, 

competence-related (Cabral et al. 2013; Klein et al. 2013) and institution-based factors (Khanna and 

Palepu 2000; Peng et al. 2009). Our notions of public and private (collaboration) capabilities attempt 
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to capture a learning process whereby public and private actors accumulate industry-specific 

knowledge to deal with PPPs. Clearly, this experience does not act in isolation but it also interacts 

with the environment where the PPP is located. We propose and find that private actors’ willingness 

to increase private scope within a PPP arrangement is positively affected by their experience mostly in 

countries with higher institutional quality. This suggests that experience will be more relevant in 

contexts where private actors are more confident to deploy their idiosyncratic resources and 

capabilities.  

Therefore, we offer a more refined, contingent view of how experience interacts with the 

national environment to create a local setting which is more conducive to private involvement in 

PPPs. In the same vein, we refine existing institution-based arguments by showing how institutions, 

per se, may be necessary but not sufficient to promote private participation in public projects. By 

highlighting critical complementary effects between institutions and capabilities, our study suggests 

that scholars should pay much more attention to interaction effects instead of seeing these factors as 

independent determinants of the extent of the private scope (or other attributes of hybrid forms).    

Managerial and Public Policy Implications   

Our study also has important implications for practice. Many governments consider the appeal 

of private investment and resources in PPPs as a way to circumvent budgetary constraints and engage 

idiosyncratic private capabilities in projects for the public interest (Engel et al. 2013). We demonstrate 

that improvements in national institutions are fundamental to increasing the private scope, along with 

the cumulative experience of public authorities in PPPs. Yet, our results indicate that fostering a high-

quality institutional environment is not enough. To enhance private involvement in PPPs and cross-

sector partnering more broadly, national governments should also promote the accumulation and 

enhancement of public capabilities in public-private collaboration. A possible way for governments to 

proceed, in tandem with efforts to improve the quality of institutions, is to start with simpler, low-

scope PPPs in order to accumulate knowledge and experience in this particular form of collaboration. 

Over time, as both public and private actors develop experience in PPPs, we should then expect an 

increase in private scope if the local government manages to build institutions that will support an 

enlarged scope of engagement by private investors in public-private collaboration.   
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For firms engaged or interested in PPPs, we also outline critical factors that determine the 

private scope. If we assume that our observed firms are optimizing their scope decisions, the results 

lead us to make several recommendations. Namely, managers should increase scope when the national 

institutional environment is strong. Firms with cumulative experience in PPPs in a given industry 

should also increase the private scope in countries with high quality institutions. In other words, 

increased capabilities to deal with PPPs in a given industry should prompt firms to leverage their 

cumulative learning not just in similar sectors, but also in both similar sectors and countries with more 

developed institutions.     

Limitations and Future Directions 

There remain important ways in which future research can refine and expand the results of the 

present study. To capture the degree of the private scope, we adopt an ordinal measure based on 

reported descriptions of each PPP. Future research could develop more direct, fine-grained measures 

of the private scope, such as the percentage of private ownership in each stage of the value chain 

and/or the nature of private involvement in each phase of the PPP. Our measure of experience also 

represents only a subset of all possible collaboration aspects related to public and private capabilities 

in such partnerships. For instance, the size and composition of PPP agencies may vary according to 

the country; certain agencies may also have personnel specialized in particular industries or types of 

contracts. Gauging these more refined features can greatly contribute to the evolving literature on 

competence-based determinants of public-private interactions. 

We also restrict our analysis to cases where PPPs were actually observed. That is, we do not 

assess projects involving pure state ownership or pure private operation. Future research could also 

examine the decision to engage in PPPs (instead of, say, complete state ownership) and how this 

decision subsequently affects the choice of the private scope. This analysis would require building a 

database of national and international projects with and without public-private collaboration, which is 

beyond the scope of the present paper. There is also room to examine the processes adopted by 

governments to structure PPPs with high private involvement in detail. For instance, governments 

may invite private operations in early phases of the PPP to design the required infrastructure and then 

structure competitive auctions at later stages of the operation. In other words, the final observed 
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degree of scope may actually result from sequential phases where governments try to attract and invite 

private investment. This research would not only improve our understanding of how public-private 

collaboration projects work, but also inform governments on how to attract private resources for 

successful execution of public projects. 
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Table 1. Detailed description of the variables. 

Variable type Name Description Measurement Source 

Dependent 
variable 
 

Private scope Degree of involvement of private actors in the 
various activities of the PPP 

See Appendix 2 and details on the survey with international 
experts (above). 

PFI 

Explanatory 
variables 

Past PPPs executed in 
the country  

Public capabilities in public-private collaboration: 
cumulative capacity of public bodies to execute 
PPPs in a given sector 

Number of past PPPs executed by the country in the same sector 
of the PPP 

PFI 

 Past revisions in PPP 
regulation 

Public capabilities in public-private collaboration: 
cumulative learning of public bodies to regulate 
PPPs 

Number of revisions in PPP-specific regulations in the country Various 
sources 

 Past PPPs executed by 
the firm 

Private capabilities in public-private collaboration: 
cumulative capacity of the firm to execute PPPs in a 
given sector 

Number of past PPPs executed by the private operator in the same 
sector of the PPP 

PFI 

 Private specialization in 
PPPs 

Private capabilities in public-private collaboration: 
Private experience and specialization in the sector-
specific PPP 

Measured by two raters using two items coding the origin of the 
firm (whether the firm was originally founded to execute activities 
related to the sector-specific PPP) and focus (whether the most of 
the firm’s revenues come from those activities).   

Various 
sources 

 Quality of institutions Institutional development of the country facilitating 
the enforcement of contracts with the public sector 

Average of three indicators: quality of bureaucracy, absence of 
corruption and transparency.  We then create a dummy coded 1 if 
the country is above the median value of all countries. 

WCY 

Control 
variables 

Contract value Total cost Value of the PPP (1,000 US$) in logarithmic form PFI 

 Government partner Whether the private firm is in association with local 
governments 

Dummy value equal to 1 if the local government participates in 
the equity of the PPP 

PFI 

 Sector experience Degree to which the private sponsor is specialized 
in the sector of the project 

Measured by two raters using an item coding whether the group is 
a newcomer in the specific sector or instead has been operating in 
the sector for a long time.   

Various 
sources 

 Population Size of the local market Population in logarithmic form WBDI 
 GDP per capita Economic development (per capita income) GDP (1,000 US$) divided by total population WBDI 
 Skilled labor Perception of availability of skilled labor Measure from the WCY WCY 
 Competitive legislation Perceptions of the existence of enforced 

competition legislation 
Measure from the WCY WCY 

 Financial development Ability to access sources of financing Measure from the WCY WCY 
 Fiscal performance Fiscal performance of the country Country-level cash surplus or deficit as % of GDP WBDI 
 Year  Year-specific dummies Coded 1 if the project was signed in a given year and 0 otherwise PFI 
 Sector Sector-specific effects Coded 1 if the project is in a given sector and 0 otherwise PFI 

Note: PFI: Private Finance International by Thomson Reuters; WCY: IMD World Competitiveness Yearbook; WBDI: World Bank Development Indicators. 
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Table 2. Summary statistics and correlations 

 Mean 
Std. 

Dev. 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

1.Private scope 2.08 0.78 1.00 
              

2.Past PPPs in the country  3.90 3.95 0.03 1.00 
             

3.Past revisions in PPP reg. 0.88 0.74 0.06 0.21 1.00 
            

4.Past PPPs by the firm 0.46 0.95 0.00 0.42 0.03 1.00 
           

5.Private spec. in PPPs 2.74 0.89 -0.02 -0.06 -0.04 0.04 1.00 
          

6.Quality of institutions 0.51 0.50 0.07 -0.06 -0.23 -0.08 -0.06 1.00 
         

7.Contract value 7.46 128.07 -0.06 -0.04 -0.05 0.02 0.05 -0.04 1.00 
        

8.Government partner 0.19 0.39 0.04 -0.20 -0.14 -0.11 -0.01 0.08 0.09 1.00 
       

9.Sector specialization 3.13 0.92 -0.11 0.00 0.03 0.24 0.42 -0.05 0.05 -0.09 1.00 
      

10.Population 3.72 2.89 -0.07 0.08 0.03 -0.03 -0.06 0.05 0.05 0.00 -0.05 1.00 
     

11.GDP per capita 27.85 10.77 -0.08 0.46 0.19 0.23 -0.02 -0.10 -0.10 -0.17 0.00 -0.03 1.00 
    

12.Skilled labor 5.51 1.15 -0.03 -0.06 0.12 0.03 -0.01 0.22 -0.21 0.01 0.02 -0.04 0.16 1.00 
   

13.Comp. legislation 5.91 1.09 -0.04 0.23 0.03 0.09 -0.05 0.48 -0.24 -0.03 0.00 0.02 0.31 0.63 1.00 
  

14.Financial development 252.31 69.55 0.02 0.43 0.19 0.15 -0.03 0.14 -0.16 -0.15 0.07 0.07 0.39 0.17 0.33 1.00 
 

15.Fiscal performance -2.74 3.04 0.06 -0.36 -0.12 -0.27 -0.19 0.27 -0.02 0.09 -0.22 -0.09 -0.25 -0.07 0.02 -0.18 1.00 
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Table 3.  Determinants of private scope in PPPs: Ordered probit regression results 
 

 (1) (2) (3) (4) (5) (6) 

Public capabilities in PPPs      

   Past PPPs executed in the country 0.043* 0.064***   0.048** 

  (0.022) (0.022)   (0.022) 

   Past revisions in PPP regulation  0.070 0.086   0.089 

  (0.088) (0.084)   (0.081) 

   Past PPPs executed in the country   0.119***   0.082** 

      × Quality of institutions   (0.026)   (0.034) 

   Past revisions in PPP regulation    0.150   0.152 

      × Quality of institutions   (0.202)   (0.184) 

Private capabilities in PPPs       

   Past PPPs executed by the firm    0.079* 0.089*** 0.066** 

    (0.043) (0.031) (0.030) 

   Private specialization in PPPs    0.002 0.016 0.035 

        (0.096) (0.096) (0.097) 

   Past PPPs executed by the firm     0.302*** 0.191*** 

      × Quality of institutions     (0.067) (0.056) 

   Private specialization in PPPs     -0.014 -0.034 

      × Quality of institutions     (0.097) (0.092) 

Institutional environment       

   Quality of institutions 0.042 0.173 0.039 0.062 -0.096 -0.021 

 (0.105) (0.108) (0.131) (0.111) (0.122) (0.127) 

Control variables       

   Contract value -0.224* -0.155 -0.158 -0.215* -0.219* -0.157 

 (0.122) (0.147) (0.146) (0.128) (0.130) (0.159) 

   Government partner 0.178 0.205 0.259 0.183 0.186 0.248 

 (0.220) (0.217) (0.227) (0.213) (0.215) (0.229) 

   Sector specialization -0.072 -0.032 -0.042 -0.096 -0.108 -0.079 

 (0.094) (0.115) (0.116) (0.086) (0.087) (0.097) 

   Population -0.006 -0.013 -0.016 -0.005 0.001 -0.010 

 (0.019) (0.017) (0.014) (0.019) (0.020) (0.016) 

   GDP per capita -0.016 -0.030** -0.027** -0.016 -0.016 -0.027** 

 (0.015) (0.014) (0.012) (0.016) (0.015) (0.012) 

   Skilled Labor -0.162** -0.045 -0.052 -0.158** -0.141** -0.049 

 (0.069) (0.097) (0.079) (0.066) (0.060) (0.073) 

   Competition Legislation 0.121 0.009 0.062 0.106 0.125 0.058 

 (0.117) (0.122) (0.102) (0.132) (0.127) (0.107) 

   Financial development 0.001 0.001 0.002 0.001 0.002 0.002 

 (0.001) (0.002) (0.002) (0.001) (0.001) (0.002) 

   Fiscal performance 0.022 0.050* 0.049 0.028 0.028 0.053* 

 (0.017) (0.030) (0.031) (0.024) (0.022) (0.030) 

   Year and sector dummies Yes Yes Yes Yes Yes Yes 

N 292 290 290 292 292 290 

Wald test of model significance p<.001 p<.001 p<.001 p<.001 p<.001 p<.001 

Incremental pseudo R2 above model 1  0.016 0.023 0.002 0.010 0.027 

Joint significance of variables beyond model 1   p=.130 p<.001 p=.176 p<.001 p<.001 

*** p < .01 ** p < .05 * p < .10.  Robust standard errors in parenthesis, clustered on each country. 
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Table 4.  Robustness checks 
 

 (7) (8) (9) (10) (11) 

 Quality variable 
from WGIa 

Past PPPs 
by country 

Country 
dummies 

Changing the coding 
of scopeb 

Public capabilities in PPPs      

   Past PPPs executed in the country 0.038* 0.038*** 0.198*** 0.050** 0.045** 

 (0.023) (0.014) (0.049) (0.022) (0.023) 

   Past revisions in PPP regulation 0.025 0.087 0.722 0.104 0.056 

 (0.144) (0.094) (0.466) (0.086) (0.092) 

   Past PPPs executed in the country 0.061** 0.058* 0.100** 0.092** 0.070* 

      × Quality of institutions (0.025) (0.031) (0.050) (0.038) (0.038) 

   Past revisions in PPP regulation  -0.097 0.096 -0.041 0.185 0.088 

      × Quality of institutions (0.338) (0.198) (0.237) (0.188) (0.222) 

Private capabilities in PPPs      

   Past PPPs executed by the firm 0.074** -0.004 -0.006 0.061** 0.051* 

 (0.036) (0.032) (0.024) (0.027) (0.030) 

   Private specialization in PPPs 0.098 0.035 0.081 0.033 0.006 

    (0.134) (0.098) (0.106) (0.095) (0.097) 

   Past PPPs executed by the firm 0.149** 0.101*** 0.257*** 0.175*** 0.221*** 

      × Quality of institutions (0.066) (0.030) (0.059) (0.065) (0.062) 

   Private specialization in PPPs -0.214 -0.052 -0.036 -0.029 -0.057 

      × Quality of institutions (0.202) (0.090) (0.110) (0.089) (0.091) 

Institutional environment      

   Quality of institutions -0.085 -0.038 0.730** -0.016 -0.036 

 (0.352) (0.130) (0.332) (0.131) (0.148) 

Control variables      

   Contract value -0.206 -0.178 -0.308*** -0.163 -0.248* 

 (0.201) (0.163) (0.100) (0.154) (0.127) 

   Government partner 0.276 0.224 0.363 0.239 0.234 

 (0.240) (0.239) (0.297) (0.222) (0.239) 

   Sector specialization -0.093 -0.063 -0.068 -0.092 -0.063 

 (0.102) (0.110) (0.105) (0.099) (0.101) 

   Population -0.01 -0.014 -0.019 -0.010 -0.010 

 (0.020) (0.015) (0.014) (0.016) (0.016) 

   GDP per capita -0.03 -0.025** 0.072* -0.024* -0.027** 

 (0.020) (0.011) (0.043) (0.013) (0.013) 

   Skilled Labor -0.007 -0.082 -0.476*** -0.042 -0.054 

 (0.118) (0.072) (0.164) (0.075) (0.074) 

   Competition Legislation 0.022 0.076 0.113 0.029 0.073 

 (0.111) (0.095) (0.220) (0.129) (0.109) 

   Financial development 0.003 0.003 0.043*** 0.002 0.002 

 (0.003) (0.002) (0.008) (0.002) (0.002) 

   Fiscal performance 0.061 0.046* -0.151 0.054* 0.033 

 (0.053) (0.028) (0.169) (0.032) (0.028) 

   Year and sector dummies Yes Yes Yes Yes Yes 

N 283 290 290 290 290 

Wald test of model significance p<.001 p<.001 p<.001 p<.001 p<.001 

*** p < .01 ** p < .05 * p < .10.  Robust standard errors in parenthesis, clustered on each country.  
a WGI: World Governance Indicators database; b Model 12 classifies LROT as 0, while model 13 classifies 
both BOT and LROT as 0 and then the other types as 1 and 2. 
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Figure 1. Analytical model   
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Figure 2. Marginal effects of experience on high private scope according to the quality of 
institutions (dashed lines indicate 95% confidence intervals) 
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Appendix 1. Distribution of PPPs by country and sector 

Country Education Estate Fertilizers Health Security Water Others Total 

Argentina 0.00% 0.00% 0.00% 0.18% 0.00% 0.18% 0.00% 0.37% 

Australia 1.47% 0.18% 0.00% 1.47% 1.47% 1.10% 0.00% 5.70% 

Bahrain 0.18% 0.00% 0.00% 0.00% 0.00% 0.37% 0.00% 0.55% 

Belgium 0.37% 0.18% 0.00% 0.18% 0.00% 0.18% 0.00% 0.92% 

Brazil 0.18% 0.18% 0.00% 0.18% 0.00% 0.18% 0.00% 0.74% 

Bulgaria 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.18% 

Canada 0.92% 0.92% 0.00% 0.37% 0.37% 0.55% 0.00% 3.13% 

Chile 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

China 0.18% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.37% 

Colombia 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.18% 

Croatia 0.18% 0.00% 0.00% 0.18% 0.00% 0.00% 0.00% 0.37% 

Czech Republic 0.00% 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

Dominican Republic 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.00% 0.18% 

Egypt 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.00% 0.18% 

Estonia 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

France 1.47% 0.18% 0.00% 0.74% 0.37% 0.92% 0.18% 3.86% 

Germany 0.37% 0.00% 0.00% 0.18% 0.18% 0.37% 0.00% 1.10% 

Hong Kong 0.18% 0.00% 0.00% 0.18% 0.00% 0.00% 0.00% 0.37% 

Hungary 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 0.37% 

Iceland 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

India 0.00% 0.00% 0.00% 0.18% 0.00% 0.18% 0.00% 0.37% 

Indonesia 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.18% 

Ireland 0.00% 0.00% 0.00% 0.18% 0.00% 0.18% 0.00% 0.37% 

Italy 1.10% 0.18% 0.00% 0.55% 0.18% 0.37% 0.00% 2.39% 

Jamaica 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.00% 0.18% 

Japan 1.65% 0.74% 0.00% 1.29% 0.55% 1.84% 0.00% 6.07% 

Jordan 0.00% 0.00% 0.00% 0.00% 0.00% 0.37% 0.00% 0.37% 

South Korea 2.94% 0.18% 0.00% 2.02% 0.37% 1.10% 0.00% 6.62% 

Kuwait 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.18% 

Malaysia 0.18% 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.37% 

Mexico 0.74% 0.00% 0.00% 0.00% 0.18% 0.37% 0.00% 1.29% 

Netherlands 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 0.18% 0.37% 

Nicaragua 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.18% 

Oman 0.37% 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.55% 

Panama 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.18% 

Poland 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

Portugal 0.74% 0.18% 0.00% 0.37% 0.37% 0.74% 0.00% 2.39% 

Qatar 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

Saudi Arabia 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

Singapore 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.18% 

Slovenia 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 0.18% 

South Africa 0.00% 0.00% 0.18% 0.18% 0.18% 0.00% 0.00% 0.55% 

Spain 1.84% 0.74% 0.00% 1.29% 0.74% 0.92% 0.18% 5.70% 

Switzerland 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.00% 0.18% 

Thailand 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 

United Arab Emirates 0.00% 0.00% 0.00% 0.00% 0.18% 0.37% 0.18% 0.74% 

United Kingdom 15.99% 7.17% 1.10% 8.64% 5.33% 9.93% 1.10% 49.26% 

United States 0.37% 0.37% 0.00% 0.00% 0.00% 0.00% 0.00% 0.74% 

Venezuela 0.00% 0.00% 0.00% 0.00% 0.18% 0.00% 0.00% 0.18% 

Vietnam 0.18% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.18% 
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Appendix 2. Description of PPP types and degree of private involvement 
 

Type % in the 
database 

Description Private scope 

BLT (Build-
Lease-Transfer)   

4.01% A private sponsor builds a new facility largely at its own risk, 
transfers ownership to the government, leases the facility from the 
government and operates it at its own risk up to the expiry of the 
lease. The government usually provides revenue guarantees through 
long-term take-or-pay contracts for bulk supply facilities or 
minimum traffic revenue guarantees 

0 

BOT (Build-
Operate-
Transfer)   

13.50% A private sponsor builds a new facility at its own risk, operates the 
facility at its own risk, and then transfers the facility to the 
government at the end of the contract period. The private sponsor 
may or may not have the ownership of the assets during the 
contract period. The government usually provides revenue 
guarantees through long-term take-or-pay contracts for bulk supply 
facilities or minimum traffic revenue guarantees 

1 

LROT (Lease-
Renovate-
Operate-
Transfer): 

0.92% A contractual arrangement whereby an existing facility is handed 
over to private sponsor on lease for a particular period of time for 
the specific purpose of renovating the facility and operating it for a 
specified period of time. It is on such terms and conditions as may 
be agreed to with the government for recovering the costs with an 
agreed return. Following the end of contractual period, the facility 
is transferred back to the public sector 

1 

BOO (Build-
Operate- Own) 

48.36% A private sponsor builds a new facility at its own risk, then owns 
and operates the facility at its own risk. The government usually 
provides revenue guarantees through long-term take-or-pay 
contracts for bulk supply facilities or minimum traffic revenue 
guarantees 

2 

BOOT (Build-
Operate-Own-
Transfer) 

2.92% A private sponsor builds a new facility at its own risk, then owns 
and operates the facility at its own risk (similar to the BOO model). 
However, it then transfers the facility to the government at the end 
of the contract period 

2 

DBOT (Design-
Build-Operate-
Transfer) 

1.46% A single contract is awarded to a private sponsor for the design, 
construction, and operation of a facility. Ownership title to the 
facility may temporarily reside with the private sector, but the 
facility is transferred back to the public sector at the end of the 
contact period 

3 

DBFO (Design-
Build-Finance-
Operate) 

28.83% In this type of contract, the responsibilities for designing, building, 
financing, and operating facility are bundled together and 
transferred to private sector partners. There is a great deal of variety 
in DBFO arrangements, and especially the degree to which 
financial responsibilities are actually transferred to the private 
sector. One commonality that cuts across all DBFO projects is that 
they are either partly or wholly financed by debt leveraging revenue 
streams dedicated to the project. Direct user fees are the most 
common revenue source. However, others ranging from lease 
payments to shadow tolls and vehicle registration fees. The 
contractor assumes the risk of financing till the end of the contract 
period. Future revenues are leveraged to issue bonds or other debt 
that provide funds for capital and project development costs. They 
are also often supplemented by public sector grants in the form of 
money or contributions in kind, such as right-of-way 

3 

Source of definitions: The World Bank/PPIAF; The National Council for Public-Private Partnerships/GAO (USA), other 
sources. 
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