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The Rising Demand for PPPs

ÁDeficits at all levels of government

ÁStates often have requirement for a ñBalanced Budgetò 

and/or debt limits

ÁInfrastructure and service needs escalating

ï Postponed maintenance

ï Political decisions

ÁCuts in services and government programs

ÁImproving public understanding

ï Learning for examples that have worked

ï Resulting in increasing legislative actions
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What is NCPPP?

ÁMembership
ï Public and Private

ÁPartnerships range from:
ï Outsourcing

ï Public-Private Partnerships

ÁOUR FOCUS = Public-Private Partnerships
ï ñJoint Venturesò

ï ñCollaborative Enterpriseò

ÁNOT ñPrivatizationò
ï Difference = The level of public control & oversight
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Objective

To provide a framework to illustrate that Public-

Private Partnerships (PPPs):

ïAre not revolutionary

ÅUsed in a number of sectors infrastructure 

ÅOver 300 years of experience in the US

ïFirst ones for transportation and water

ÅMore widely used in other countries

ïEurope, Asia, Latin America, etc.

ïDonôt answer all challenges

ïDoes provide a valuable tool 
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A SHORT HISTORY LESSON

First there was the public sector

1776 Adam Smithôs Wealth of Nations

reported on the emergence of capitalism

which provided an alternative source

Emergence of publicly chartered private projects:  
transportation and water

As early as the 1640ôs

1890s Move to more public involvement ïthe 
Progressive ERA

Accentuated by the Great Depression (1930s)

Only now beginning to swing back to more private 
sector involvement
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What is a PPP?

A Public-Private Partnership is a contractual 
agreement between a public agency (federal, 
state or local) and a private sector entity. 
Through this agreement, the skills and assets
of each sector (public and private) are shared
in delivering a service or facility for the use of 
the general public. In addition to the sharing of 
resources, each party shares in the risks and 
rewards potential in the delivery of the service 
and/or facility.

source:  www.ncppp.org
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Sectors Where PPPs Have Been Used

THE EXPERIENCE IS TRANSFERABLE

ñLessons learned from one . . .ò

ÁTransportation

ÁWater/Wastewater

ÁUrban Development

ÁEnergy

ÁFinancial Management

ÁSocial Services
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Private Sector Strengths

The Result of Market Competition

ÁManagement Efficiency

ÁNewer Technologies

ÁWorkplace Efficiencies

ÁCash Flow Management

ÁPersonnel Development

ÁShared Resources (Money?)
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Public Sector Strengths

The Result of Serving the Public Trust 

ÁLegal Authority

ÁProtection of Procurement Policies

ÁBroad prospective/balance the competing 

goals to meet public needs

ÁPersonnel ïdedicated but constrained

ÁCapital resources 
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Successful Partnerships

The Secret is to Balance 

the Strengths of Both 

Sectors
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Advantages of PPPs

ÁMaximizes the use of each sectorôs strength

ÁReduces development risk

ÁReduces public capital investment

ÁMobilizes excess or underutilized assets

ÁImproves efficiencies/quicker completion

ÁBetter environmental compliance 

ÁImproves service to the community

ÁImproves cost effectiveness

ÁShares resources

ÁShares/allocates risks

ÁMutual rewards
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ONE CHALLENGE - THE ALPHABET

What each letter means

ÁD ïDesign

ÁB ïBuild

ÁO ïOperate or Own (set by context)

ÁF ïFinance

ÁM ïMaintain / Manage

ÁT ïTransfer to public ownership

Like Lego blocks, put them together to 

create a model for a PPP
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O&M 
Operations and Maintenance

ÁThe simplest of partnerships

ÁPublic-owned asset is operated and maintained under a 

contract with the private sector

ÁUsed with a number of transit systems

DB

Design-Build
ÁPrivate Sector develops the most cost-effective and 

innovative solution for the performance specifications

ÁEnables the private sector to accelerate delivery 

substantially (portions of the process may be done 

simultaneously)
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DBOM
Design-Build-Operate-Maintain

ÁCombine the O&M with Design-Build in one contract

ÁPublic maintains ownership

ÁPublic sector retains a significant level of oversight 
of the operations through terms defined in the 
contract

DBOM
Design-Build-Operate-Maintain

ÁCombine the O&M with Design-Build in one contract

ÁPublic maintains ownership

ÁPublic sector retains a significant level of oversight 
of the operations through terms defined in the 
contract
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DBFOMT
Design-Build-Finance-Operate-

Maintain-Transfer

ÁNot common in the United States NOW

ïWas the case of New York Cityôs transit 

system

ÁPrivately owned, transferred later to the public 

sector

ÁAn option for some projects

ïExample: Dulles Greenway
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Six Keys to Successful PPPs

ÁStatutory and Political Environment

ÁOrganized Structure

ÁDetailed Business Plan

ÁGuaranteed Revenue Stream

ÁStakeholder Support

ÁPick Your Partner Carefully
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Managing for Success ðSix Keys

Component One: 

The Environment

ÁStatutory authority and regulations

ÁPolitical leadership must be in place
ï Leading Political Figure

ï Top Administrative Officials

ï ñThe Will to Change the Systemò

ï A Strong Policy Statement

ÁRapid evolution underway at State levels
ï Arizona, California, Massachusetts, Michigan, etc.

ÁExisting Federal authority for some agencies
ï DOD, VA vs. GSA and DOE
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Managing for Success ðSix Keys

Component Two:

Organized Structure
ÁA public sector ñDedicated Unitò (tied to the 

purpose of the partnership)
ï From concept to final management / oversight of the 

partnership

ÁDedicated and TRAINED personnel to monitor 

implementation
ï To begin, retain consultants to build skill sets 

with public employees

ÁExamples: TXDOT, VDOT, US Defense, 

Partnerships BC, PPP Centrum, Partnerships 

UK, Irish Governmentôs Central PPP Unit
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Component Two: 

Organized Structure (continued)

ÁPer RFP process
ïMarket evaluations of underutilized assets

ïPublic cost comparator 

ÁBest Value vs. Lowest Price
ïFull life cycle cost analysis

ïDifficult to Administer buté

ÁNeed for Good Governance
ïTo assure an open and fair procurement process

ïConsolidate staff = easier to monitor

ïIndependent authority (domestic/internal or 

international)
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Managing for Success ðSix Keys

Component Three: 

Detailed Business Plan 

a.k.a. Enforceable Contract

ÁPerformance goal oriented - Allow for innovative plans

ÁBest Value vs. Lowest Price

ÁPlan/Contract should include:
ï Specific milestones and goals

ï Reporting of metrics and frequency

ÁRisk Allocation
ï Shift to the private sector can raise costs

ï Identify best prices to retain, which to shift

ÁDispute Resolution Methodology 

ÁWorkforce Development?
ï Develop in-country resources/small businesses
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Managing for Success ðSix Keys

Component Four:

Guaranteed Revenue Stream
ÁFunds to Cover the Long-Term Financing
ï Tolls/Fees (real or shadow) 

ï TIF or other form of a Tax District

ï Long-Term Maintenance Contracts

ï Availability Payments

ï Concession Model (limited application)

ÁUnderutilized assets
ï Federal program of Enhanced Use Leasing

ï State program ïVirginia Public Private Education Act

ï Both allow commercial activity on publicly owned 

asset (land, building, etc.)

ÁCreative Approaches
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Managing for Success ðSix Keys

Component Five: 

Stakeholder Support

ÁAll impacted parties

ÁEnd Users

ÁCompeting Interests

ÁRequires:
ï Open and frank discussion between sectors

ï Knowing the FACTS (not myths)

ï Translating each otherôs language


