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Abstract

Globally, public-private partnerships (PPPs) have increased in popularity as an alternative procurement
model for infrastructure development projects. While PPPs have been widely researched and remain subject
to extensive debate, the process of PPP institutionalization has been largely overlooked. To address this
knowledge gap, we utilize a combination of both Johnson et al.’s (2006) four phases of
institutionalization—innovation, local validation, diffusion, and general validation—and Mrak’s (2014)
three models of PPP institutionalization—centralized, decentralized, and mixed—to examine the current
state of the U.S. PPP market. Using data on 368 U.S. PPP projects from Inframation’s global transactions
database, our case analysis indicates America’s PPP institutionalization process is strongly decentralized
and currently in a state of diffusion. Our analysis also suggests general validation of PPPs in the U.S. will
likely be predicated on shifting to a mixed PPP institutionalization model.
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Introduction

Around the world, public-private partnerships
(PPPs) have been widely touted for their ability to
overcome shortcomings in traditional
infrastructure  procurement. However, these
agreements also create many unique governance
issues for public agencies (Guasch, Laffont, and
Straub 2008; Mahalingam 2010; Garvin 2010;
Delhi and Mahalingam 2017). By their nature,
PPPs force governments to engage private firms in
complex, co-dependent relationships, networks,
and exchanges throughout the lifecycle of public
infrastructure assets (Grimsey and Lewis 2007;
Yescombe 2011; South, Levitt, and Dewulf 2015).
One of the longstanding concerns associated with
these types of long-term contracts is the resulting
loss of government flexibility (Ross and Yan
2015). Additionally, PPPs as a procurement model
exhibit high transaction costs and long tendering
periods (KPMG 2010; Reeves, Palcic, Flannery,
and Geddes 2017). Moreover, PPPs may not
always provide the public sector and taxpayers
with adequate value for money (VM) (HM
Treasury 2012; Burger and Hawkesworth 2011). In
some cases, PPPs can even create budgetary
problems (Hellowell and Vecchi 2015). If
governments lack the capacity to engage private
firms in these complex, networked environments,
successful planning, execution, and stewardship of
PPPs becomes especially challenging (Geddes and
Reeves 2017).

PPPs thus require proper safeguards (Buxbaum
and Ortiz 2007), strong political commitment
(Greve and Hodge 2010), “aggressive management
by a strong, competent government” (Kettl 2011,
6), and well-designed governance mechanisms
(OECD 2015) in order to ensure “public services
are not compromised for the sake of private profits”
(Forrer et. al. 2007, 477). Although successful PPP
stewardship has been attributed to a variety of
different factors (see, e.g. Hodge and Greve 2005;
Grimsey and Lewis 2007; Kwak et al. 2009), many
scholars generally agree mature PPP programs
depend on one critical factor: a strong institutional
setting (see, e.g. Jooste et al. 2011, Martin et al.
2013; Matos-Castafio et al. 2014, Chou and
Pramudawardhani 2015; Opara et al. 2017). Mrak

(2014, 92) points out that “[e]xperience from other
countries clearly indicates that creating effective
institutional support is of key importance for
initiating and developing the PPP concept in a
country.” In leading PPP jurisdictions, such as
Australia, Canada, and the United Kingdom, as
well as other countries across Europe, Asia, and
Latin America, elaborate institutional structures,
economic policies, and social norms have emerged
to support the use of PPPs. Farquharson et al.
(2011) note that many of these mature settings
have:

(1) Clear policy rationales for PPPs;
(2) Streamlined PPP legislation;

(3) Transparent approval processes;
(4) Robust project pipelines;

(5) Consistent  frameworks for  project
selection, preparation, and procurement;

(6) Standardized commercial contracts;
(7) Clear dispute resolution procedures; and

(8) Multiple PPP units managing bid
preparation, solicitation, and evaluation.

While these features may be commonplace
within many well-developed PPP jurisdictions,
“institutional change . . . is path-dependent and is a
function of a wvariety of context-specific
variables[,]” meaning “[t]here is no one-size-fits-
all institutional framework that is universally
applicable for the pursuit of PPPs” (Matos-Castafio
et al. 2014, 48). Moreover, because institutional
change is path-dependent, institutionalization is
not deterministic. Markets can mature and regress
due to changes in the institutional setting. As a
result, countries around the world use a wide
variety of PPP approaches and most lack national
PPP models (Hodge 2013; Siemiatycki 2013; Van
den Hurk et al. 2015).

Recent research examining the development of
PPP institutional settings have sought to
understand these cross-national differences and
development trends. To date, only a handful of
studies have examined the impact of institutional,
political, and government support structures on
PPP market development and performance (see,
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e.g. Forrer et. al. 2007; Delhi et al. 2010; Jooste et
al. 2011; Jooste and Scott 2012; Wibowo and Alfen
2015; Van den Hurk et al. 2015; Verhoest et al.
2015; Delhi and Mahalingam 2017; Soecipto and
Verhoest 2018). For instance, Forrer et. al. (2007)
suggest governments track mutual influence,
participation rights, and transparency within PPPs
along six dimensions—risk, costs and benefits,
political and social impacts, expertise,
collaboration, and performance measurement—in
order to avoid instances of corruption and
regulatory capture. Wibowo and Alfen (2015) have
also documented 30 government-led critical
success factors (CSFs) for PPP infrastructure
development. Likewise, Delhi and Mahalingam
(2017) recently identified 19 dimensions
influencing PPP institutional environments and
project characteristics, 13 strategic governance
mechanisms that impact post-award PPP
outcomes, and 7 outcome dimensions—financial
sustainability, adaptability, legitimacy, the extent
of  restructuring,  sustained  performance,
conformance to budget and conformance to
schedule—that can be used to assess post-award
PPP performance, predict post-award outcomes,
and design projects for optimal governance across
the lifecycle.

While many of these studies highlight
conditions which are critical to PPP market
development, relatively little attention has been
given to the process by which countries
institutionalize the PPP model. This papers, thus,
builds on these extant studies of PPP institutional
environments by exploring the process of PPP
institutionalization in the United States. By
examining the process in which PPPs “emerge,
diffuse, and become legitimated over time”
(Lawrence, Winn, and Jennings 2001 , 624), we
intend to show “that institutional support or the
lack of it is one of the key factors that defines a
country's success or failure in establishing an active
PPP program” (Mrak 2014, 93). In the following
section, we begin with a brief overview of PPPs,
the concept of PPP institutionalization, and the
research questions we attempt to answer in our
exploratory analysis of the U.S. PPP market. Next,
we outline our research design and methodology.
Then, we utilize a combination of Johnson et al.’s
(2006) four phases of institutionalization—
innovation, local validation, diffusion, and general

validation—and Mrak’s (2014) three models of
PPP institutionalization—centralized,
decentralized, and mixed—to examine the current
state of the U.S. PPP market. Finally, we conclude
by summarizing our contributions and their
implications for further research.

Public-Private Partnerships and
the Institutionalization Process:
An Overview

Public-private partnerships (PPPs) are not new
(Wettenhall 2003, 2005; Bovaird 2004; Hodge and
Greve 2007). According to Kettl (1993, 4):

Every major policy initiative launched by
the [U.S.] federal government since World
War Il-including Medicare and Medicaid,
environmental cleanup and restoration,
antipoverty programs and job training,
interstate highways and sewage treatment
plants and even security in post-conflict
zones-has been managed through public-
private partnerships.

However, long-term infrastructure PPP
contracts emerged as a popular mechanism for
governments to engage private firms in
infrastructure project delivery following the U.K.’s
Private Finance Initiative (PFI) during the early
1990s. Since then, the U.S. and governments
around the world haven been increasingly
incorporating private-sector expertise, resources,
and risk  management  proficiency into
infrastructure project delivery through the use of
PPPs. Although PPPs do not have a uniform
meaning (Marsilio, Cappellaro, and Cuccurullo
2011), these contracts generally bundle various
infrastructure project phases, including facility
design, construction, financing, operations, and
maintenance, into long-term contracts with private
consortiums. These contractual arrangements
typically involve a significant transfer of risks from
the public-sector project sponsor to private, third-
party actors and link remuneration to performance
of the contracted service (Casady and Geddes
2016; World Bank 2017). Together, these two
unique features of PPPs—bundling phases and
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Figure 1: General Spectrum of PPP Model Types
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taxpayer/private partner risk sharing—allow
governments to holistically address multiple stages
of the project lifecycle without developing the
technical, financial, and physical resources needed
to deliver and maintain these projects themselves.
Depending on how public agencies construct these
innovative procurement agreements, PPPs can take
on a wide range of structures (see Figure 1).

Across the PPP spectrum, governments must
balance trade-offs between contractual incentives,
project flexibility, and institutional dynamism
(Bennett and lossa 2006; Martimort and Pouyet
2008; lossa and Martimort 2015). When
appropriately planned, executed, and managed,
PPPs can deliver benefits such as on-time and
within-budget delivery, enhanced technological
implementation, access to new forms of capital,
novel financing solutions, design innovation,
optimized risk sharing, life cycle costing, and faster
project development (Hodge and Greve 2007;
Raisbeck, Duffield, and Xu 2010; Hodge, Greve,
and Boardman 2010; Lammam et al. 2013; Engel,
Fischer, and Galetovic 2014; Casady and Geddes
2016).

Defining PPP Institutionalization

In order for countries to realize the benefits of
PPPs, governments must undergo a process of

“PPP institutionalization.” According to Mrak
(2014: 93-94):

The term “PPP institutionalization” can be
understood to mean the formation of a
standardized PPP model promoted by a
central or regional government and carried
out in the form of a broad spectrum of

Higl

Degree of Pnivate Sector Pamucipation

activities at various levels of decision-
making and in various public sector
bodies.

In markets where PPP institutionalization is
successful, strong institutional platforms help
shape and deliver policy, prepare and procure
projects, and manage/regulate project agreements
(Farquharson et al. 2011). These institutional
settings generally mature over time through an
ongoing structuration of organizational fields
(Scott and Meyer 1994). Organization fields,
typically, are defined around a specific type of
organization—in this case, a PPP project—but also
include other types of organizations that
importantly relate to this organization by providing
resources, consuming  services,  expressing
opposition, or providing oversight. Field
“structuration” refers to the processes by which
arenas of social activity are ordered. As this
process proceeds, organizations engage in
increased interaction, are increasingly
interdependent, and exhibit greater consensus on
appropriate organizational forms and procedures
for doing work (DiMaggio and Powell 1983).
Mature fields also exhibit higher levels of
legitimacy based on “generalized perception[s] or
assumption[s] that the actions of [entities involved
in PPP projects] are desirable, proper or
appropriate within some socially constructed
system of norms, values, beliefs and definitions”
(Suchman 1995b, 574). In PPP markets, this
maturation process typically relies on broad
facilitating factors such as ‘“market potential,
institutional guarantees, government credibility,
financial accessibility, government capacity,
consolidated management, and corruption control”
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(Yang, Hou, and Wang 2013, 301). These factors,
coupled with local geography, political conditions,
and capital market sophistication, drive the viable
formation of partnerships (Eggers and Startup
2006). Moreover, regulative and normative
interactions, characterized by legislation, agency
development, and legal precedents, further
underpin PPP-enabling institutions by clarifying
responsibilities, interfaces, procedures, and
processes both within and between market actors
and the public sector. Taken together, these
significant institutional and strategic elements
influence the adoption, maturation, and
legitimation of PPP markets.

The U.S. PPP Market: A Unique
Case

Not surprisingly, governments around the
world  have  responded to the PPP
institutionalization process in very different ways
(Petersen 2011). While some countries have
eagerly embraced PPPs and developed extensive
PPP programs, others have remained skeptical of
the PPP model (Verhoest et al. 2013). The United
States is one of the latter countries where
institutional capacity for PPPs remains relatively
underdeveloped. Although the United States has
historically embraced private sector involvement in
the provision of other government services (see e.g.
Moulton and Anheier 2002; Kinder 2012), its
current infrastructure PPP  market remains
relatively nascent (McNichol 2013, Casady and
Geddes 2016). This is because:

[U.S.] public procurement authorities
often fail to appreciate the significant
differences  between  PPPs  and
traditional forms of procurement and the
implication of these differences for the
level of resources, the unique skills, the
output-based nature of the contracts, and
the new processes and institutions
required (Farquharson et al. 2011, 23).

Moreover, PPP institutionalization in the U.S.
is often inhibited by public sector fragmentation, a

t While Buckberg, Mudge, and Sheffield (2018) do not
examine PPP institutionalization explicitly, they do

conflicted and inconsistent political setting, lack of
project preparation capacity, and insufficient trust
in the private sector to properly design and
structure PPP projects (Mahalingam 2010). In spite
of these observations within America’s unique
institutional setting, there is currently no detailed
study analyzing the institutionalization of PPPs in
the United States.* Thus, the aim of this paper is to
explore the U.S. PPP institutionalization process
and address the following research questions:

(1) At what stage in the institutionalization
process is the U.S. PPP market?

(2) What model of PPP institutionalization is
the United States experiencing?

Research Design and
Methodology

To answer these research questions, we use a
theory-building, case-based research design
(Eisenhardt and Graebner 2007). Commonly used
in evaluations, this case study method was selected
because our research addresses descriptive
guestions and draws on theoretical propositions of
institutionalization (Yin 2017). More specifically,
our approach utilizes two different theoretical
frameworks of institutionalization in order to
analyze the U.S. PPP market as a single, holistic
case.

Framework #1: Stages of PPP
Institutionalization

The first theory we employ is Johnson et al.’s
(2006) four phases of institutionalization—
innovation, local validation, diffusion, and general
validation. In typical institutionalization processes,
“[innovations] are first recognized, then accepted
by relatively few actors, and then widely diffused
and broadly accepted within a field” (Lawrence,
Winn, and Jennings 2001, 626; see also, e.g. Meyer
and Rowan 1977; Zucker 1987; Suchman 1995a;
Hall and Scott 2018). Together, these phases form
a temporal pattern, known as an “instance of

provide a detailed overview of recent trends in the U.S.
PPP market.
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Figure 2: Traditional Institutionalization Curve
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institutionalization”  (Lawrence, Winn, and
Jennings 2001). Figure 2 exhibits a traditional, S-
shaped institutionalization curve.

While “no one precise shape of curve [and
length of stage] fits the dynamics associated with
all instances of institutionalization” (Lawrence,
Winn, and Jennings 2001, 627), this model
represents a typically pattern of more successful
innovations. In the context of PPPs, the four phases
of institutionalization are defined as follows:

(1) Innovation — the emergence of PPPs as an
innovative procurement mechanism to
deliver infrastructure assets;

(2) Local Validation — the utilization of PPPs
in specific, localized settings?;

(3) Diffusion — the proliferation of PPPs in
other contexts; and

(4) General Validation — the widespread
acceptance, utilization, and effective
governance of PPPs in infrastructure
project delivery.

2 This could include specific jurisdictions or
isolated sectors.

Time

Using these phases of institutionalization, we
attempt to isolate America’s current stage in the
PPP institutionalization process.

Framework #2: Models of PPP
Institutionalization

Within these transitory stages, we also attempt
to classify the type of PPP institutionalization the
United States is experiencing. The type of PPP
institutionalization a country experiences typically
depends on the creation of specialized PPP units or
task forces within the government. These
organizations retain “[r]esponsibility for the
development and promotion of the standardized
[PPP] model” (Mrak 2014, 94) and are designed to
provide PPP policy guidance, program support,
project-delivery approval, and quality control
(EPEC 2014). Within these areas, PPP units
generally engage in tasks such as project scoping,
business case development, market sounding, bid
evaluation, and contract enforcement (Istrate and
Puentes 2011; Casady and Geddes 2016). In many
cases, PPP units also have “a lasting mandate to
manage multiple PPP transactions, often in
multiple sectors” and “[ensure] that PPPs meet
specific quality criteria such as affordability, value-
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for-money (VfM), and appropriate risk transfer”
(World Bank 2007, 2).

Governments undergoing PPP
institutionalization commonly establish PPP units
to build government capacity, enhance market
visibility and transparency, develop robust project
pipelines, and standardize PPP procurement
practices (Casady and Geddes 2016). However, the
way countries experience PPP institutionalization
largely depends on how these quasi-governmental
agencies are structured and utilized at various
levels of government. Mrak (2014) points out that
PPP institutionalization generally follows three
basic models—centralized, decentralized, or
mixed.

In the first case, when PPP institutionalization
is strongly centralized, “the entire institutional
organization of the country or region for PPP is
focused on one specialized institution” (Mrak
2014, 96). Conversely, when countries adopt a
strongly  decentralized approach to PPP
institutionalization, no central PPP unit exists to
support and coordinate PPP project preparation and
execution. In  this decentralized model,
responsibility for PPP projects is left to state
agencies, line ministries, or other local/municipal
authorities. Unsurprisingly, the mixed model of
PPP

Table 1: Variable Definitions

institutionalization integrates the previous two
models. As the most frequently used form of PPP
institutional organization, this mixed approach
often has (1) a central/national PPP unit, (2)
sectoral PPP agencies, and (3) other supporting
institutions working together within a broader PPP-
enabling field (Jooste et al. 2012; Mrak 2014).
Taken together, our case analysis utilizes these
conceptual models in order to classify the type of
PPP institutionalization unfolding in the United
States.

Data Sources

Finally, in a theory-building, case-based
research design, it is recommended that the
selected methods align with the purpose of the case
analysis (Eisenhardt and Graebner 2007). Because
the institutionalization process of PPPs in the
United States is currently not well documented, our
analytical approach and application  of
institutionalization theory to this case remains
exploratory. To conduct our exploratory analysis,
we analyzed data on 368 U.S. PPP projects from

secures financing and completes all
regulatory processes

Development Type Sector
1) Greenfield: Construction of a piece of | 1) Transport: roads, rail, airports, ports, light rail,
infrastructure which did not carparks, bridges and tunnels, rolling stock
previously exist
2) Social Infrasrtucture: healthcare, schools,
2) Brownfield: Trade of a part or whole prisons, defense, social housing,
of an existing asset, which may accommodation, street lighting, leisure
include obligation to improve or
expand existing facilities 3) Environmental: water, waste
4) Renewable Energy: solar PV and CSP, onshore
Procurement Stage and offshore wind, biomass, hydro, geothermal,
1) Pre-launch: Grantor is contemplating tidal, wave and project portfolios, electricity
an asset tender storage
2) In procurement: Time period from 5) Power: energy generation, energy transmission,
the formal or informal launch of a oil and gas storage
tender unitl financial close
6) Telecommunications: fixed line, wireless
3) Financial close: The preferred bidder transmission, data centers
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Inframation’s global transactions database.®> This
data contains project information across state/local
jurisdictions on grantors, transaction sizes,
development types (i.e. greenfield or brownfield),
sectors, contractual models (e.g. DBFOM), and
procurement stages (pre-launch to financial close).*
The development types, procurement stages, and
sectors examined in this analysis are defined in
Table 1.

Table 2 breaks down the project data by
development type, procurement stage, and sector.

In addition to the project data, we also
reviewed archival records directly pertaining to the
U.S. PPP market, such as academic manuscripts,
government reports, news articles, commercial
databases, and print/online sources (see, e.g. Iseki
etal. 2009; Garvin 2010; Geddes 2011; Geddes and
Wagner 2013; Albalate, Bel, and Geddes 2015;
Surowiecki 2016; Albalate, Bel, and Geddes 2017;
Bennon, Kim, and Levitt 2017; Geddes and Reeves
2017; Buckberg, Mudge, and Sheffield 2018).
Using these quantitative and qualitative sources,

we then applied the aforementioned theories of
PPP institutionalization to the U.S. PPP market.
By developing existing theory through
observation, analysis, and explanation of the U.S.
case, our methodology offers “a richness of
understanding”  which  “compensate[s] for
weaknesses in traditional [research] approaches”
(Perry 2012, 480). However, this research does
have its limitaions. For examle, we cannot
benchmark the US case against international PPP
experience because we purposefully did not set
thresholds for the stages of PPP institutionalization
in this paper. We did this for a number of reasons.
First, as an exploratory analysis, we wanted to let
the data indictate where changes in the stages
emerged. Second, we did not want to project
international PPP experiences on to the U.S.
because not all countries are expected to follow the
same institutionalization curve or length of stages.
We also felt it was unreasonable to expect the scale
of PPP programs to conform to a uniform set of
thresholds. Additioanlly, because time and space

Table 2: PPP Projects By Development Type, Procuement Stage, and Sector

Development Type

Procurement Stage

Greenfield 357 97% Transport 191 52%
Brownfield 11 3% Social Infrastructure 93 25%
Total 368 100% Environment 43 12%
Sector Power 11 3%
Pre-Launch 136 37% Other 5 1%
In Procurement 128 35% Telecommunications 18 5%
Financial Close 67 18% Renewables 7 20%
On Hold 1 ¥ o 368 100%
Cancelled 26 7%

Total 368 100%

3 This count reflects PPP project status as of August 31,
2018. Projects that were refinancing, without private
financing, or private-to-private transactions were
excluded from this analysis.

4 The data in the Inframation’s database is collected by
a devoted team of journalists who review PPP
contracts/documents and conducte interviews with
public and private setor stakeholders in the market.
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requirements preclude us from providing a detailed
historical account of PPP institutionalization across
every U.S. state and territory, the scope of this
research was also limited to analyzing the U.S. PPP
market as a single, holistic case. While case studies
can contain nested units or embedded subcases
within the main unit of analysis (Yin 2017), we did
not attempt to assess PPP institutionalization at
specific state and local jurisdictions. Moreover,
because this paper focuses narrowly on PPP
institutionalization, we cannot not possibly do
justice to all of the broader institutional processes
and experiences affecting the totality of America’s
infrastructure stock. Despite these limitations, this
research remains the first of its kind to
systematically examine the process of PPP
institutionalization. In the next section, we begin
our case analysis of PPP institutionalization in the
u.S.

Case Analysis: PPP
Institutionalization in the
United States

Barriers to Innovation

Although PPPs are not necessarily “new,”
they, like other innovations, arose primarily in
“response to structural conditions . . . that create[d]
strategic interests or contingent events for actors in
local contexts” (Johnson et al. 2006, 60). Examples
of these structural conditions include endemic
project cost overruns, schedule delays, and
deferred maintenance. Many countries around the
world have increasingly turned to PPPs to address
these pervasive issues in infrastructure service
delivery. In doing so, they have been forced to
navigate challenging institutional dynamics
involved in PPP governance, settings which can
either enable or constrain the development of
effective PPP programs (Henisz et al. 2012, Delhi
and Mahalingam 2017). While leading PPP
jurisdictions like Canada, Australia, and the United
Kingdom have established “mature systems of

5 The Urban Mass Transportation Agency (UMTA)
became the Federal Transit Administration (FTA) in
1991.

government regulation as well as [normalized]
market rules” to address these governance
challenges, weak institutions and scarce
institutional capacity in other nations, specifically
the  United States, have made PPP
institutionalization especially challenging (Wang,
Wu, and Zhu 2018, 296).

The United States has been particularly slow to
adopt PPPs as an innovative procurement model
(Garvin 2010). Today, only 67 projects have
reached financial close across the United States,
totalling roughly $53 billion in investments (see
Figure 3).

Following the first PPP procurements in the
early 1990s, the United States experienced little to
no PPP activity for a little more than a decade. Only
within the last ten years have PPPs started to gain
some traction. This gradualism in PPP adoption has
been widely attributed to historically rooted,
institutional barriers in the U.S. market (Geddes
2011; Bennon, Kim, and Levitt 2017). For
example, since the end of World War I,
construction of nationally significant
infrastructure—e.g.  the Interstate  Highway
Program, Clean Water Program, Urban Mass
Transportation Agency’s (UMTA)? transit
program—has traditionally been funded using 90%
federal funds and 10% local funds. At the same
time, states and municipalities tasked with the
funding of ongoing operations and maintenance of
these projects have tended to defer maintenance
expenditures indefinitely until the federal
government steps in to fund the rehabilitation or
replacement of deteriorating infrastructure assets
(Kirk and Mallett 2013; Bennon, Kim, and Levitt
2017). This historical bifurcation of infrastructure
investment priorities between federal, state, and
municipal governments has created an unbalanced
funding model which dis-incentivizes private
investment in U.S. infrastructure. Moreover, the
underlying  fragmentation of infrastructure
provision responsibilities across different levels of
government undermine any sort of harmonization
between the U.S. PPP program, the budget, and its
public procurement system (Mrak 2014; Albalate,
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Figure 3: PPPs Reaching Financial Close in the United States (1992 - 2018)

$60,000 4

$50,000 -

$40,000 -

$30,000 4

$20,000 +

$10,000

S0 __<:__/ /

- 80

70

- 10

0

1992 1903

Total Capital Invested (SUSD)

2003 2004 2005 2006 2007 2008 200920102011 201220132014 201520162017 2018

e T otal Number of PPP Projects

Notes: Because there was little to no PPP activity in the U.S. from 1993 - 2003, these years

were not included for illustrative purposes.

Bel, and Geddes 2015; Bennon, Kim, and Levitt
2017).

Election cycles and the unique, tax-exempt
municipal bond market in the United States
accentuate this misalignment in federal, state, and
local investment priorities by creating political
incentives which favor new infrastructure projects
and public borrowing over adequate maintenance
of existing infrastructure assets and private
financing. It is not uncommon for politicians to
favor launching new infrastructure projects rather
than spending taxpayer dollars on maintaining
existing assets (Surowiecki 2016), nor is it
politically attractive for public agencies to pass up
the cost of capital advantages associated with
municipal bond financing.® Taken together, these
institutional barriers have significantly tilted the
playing field away from PPPs and in favour of the
government financing, operating and
maintaining—albeit under-maintaining—U.S.
infrastructure projects (Bennon, Kim, and Levitt
2017).

6 Tax-exemption on municipal bonds does not really
reduce the cost of public borrowing. Government are
simply forgoing taxes they could otherwise collect.

Local Validation: A Decentralized
Process

As aresult, local validation of PPPs in the U.S.
has been relatively decentralized. Because the U.S.
lacks a central PPP unit to support and coordinate
PPP  project preparation and execution,
responsibility for PPP projects has largely been left
to state agencies and other local/municipal
authorities. As a result, wide variation in PPP
utilization, execution, and governance exists across
state lines, within specific infrastructure sectors,
and amongst cities as well as some metropolitan
transit agencies. The absence of clear PPP policy
guidelines,  cohesive  project  prioritization
frameworks, uniform procurement procedures, and
standardized contracts has created an unstable
policy environment devoid of the technical
capacity, regulator autonomy, decision-making
predictability, and process transparency found in
more mature PPP markets (Garvin 2010; Bennon,
Kim, and Levitt 2017). Although some states and
municipalities have established PPP-enabling
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Figure 4: PPP Procurements in U.S. (Node Size = Total Private Capital Attracted)
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organizations or units to help governments
navigate the complexities of PPP proceedings with
greater consistency, transparency, and legitimacy,
these entities differ significantly in their
institutional ~ organization and scope of
responsibilities. While some states conduct their
PPP programs directly through the state’s
department of transportation (e.g. Florida and
Texas), others utilize more specialized entities or
offices to steward their PPP programs (e.g.
Virginia, Indiana, Colorado, California, and
Washington, DC). Consequentially, states across
the U.S. have experienced variable PPP tendering
durations and a relatively uneven distribution of
PPP procurements (see Figure 4).

This local validation of the PPP model in a
handful of states is not surprising. Higher PPP
adoption has generally occurred in more populated
states where larger markets exist for potential users
or customers (Albalate, Bel, and Geddes 2015). For
instance, only California and Texas have delivered
ten PPP projects while many others have yet to
complete a single procurement.” Moreover, in
America’s unique institutional setting,

7 Within the last year, both Texas (TxDOT) and
California (Caltrans) lost their transportation PPP
authorization.

characterized by divergent national and regional
priorities and dissimilar infrastructure processes,
states attempting to deliver experience and build
confidence in their PPP procurement capacity have
only been able to procure a handful of “pathfinder”
projects (Bennon, Kim, and Levitt 2017).

Diffusion: America’s Current Phase
of PPP Institutionalization

Despite these institutional barriers, the use of
PPP projects in the United States continues to
grow. Increasing PPP activity is largely being
driven by the ongoing economic, political, and
social consequences of America’s enormous
infrastructure deficit (Buckberg, Mudge, and
Sheffield 2018). For instance, local jurisdiction
debt-stress and tax burdens are forcing
governments toward enhanced private involvement
in infrastructure contracting (Bel and Fageda 2009;
Albalate, Bel and Geddes 2015; Boyer and Scheller
2017). Moreover, increasing healthcare and
pension obligations, declining discretionary
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Figure 5: PPP Enabling Legislation
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budgets, and growing public opposition to tax
increases are exacerbating declines in federal, state,
and local funding for infrastructure investment
(Cawley 2013; DeCorla-Souza, Lee, Timothy, and
Mayer 2013; Engel, Fischer, and Galetovic 2014).
Taken together, these challenging structural
conditions have made the adoption of PPPs “a
pragmatic rather than a political decision”
(Albalate, Bel, and Geddes 2017, 41).

To accommodate this growing pragmatism, the
United States has experienced a proliferation of
general administrative law, sector regulations, and
specifically stipulated PPP contract provisions
(Queiroz and Lopez 2013). As of August 2018, 37
states, the District of Columbia, and one U.S.
territory have enacted PPP statutes (see Figure 5).

While the adoption and favorability of PPP-
enabling laws has typically followed local demand
side, supply side, and political/institutional drivers
such as state debt and urban travel demand (Geddes
and Wagner 2013; Albalate, Bel, and Geddes 2017;
Boyer and Scheller 2017) rather than traditional
public finance considerations, such as federal
highway aid (Geddes and Wagner 2013), the
implementation of these statutes has not been
consistent. Wide spread variation currently exists
between state-level, PPP-enabling environments.
Depending on how the institutional framework
surrounding PPP procurement is structured, these
statutes can either provide a supportive
environment for PPP procurement or undermine
PPP activity. Overall, difficulties associated with
balancing contractual flexibility and public-interest
protections have created large dipartites in PPP
favorability between states (Geddes and Reeves
2017; Iseki et al. 2009). Yet, even with these
challenges, a growing body of procurement law
and jurisprudence is emerging across the U.S. as
the PPP market matures.

Naturally, the slow development and
maturation of PPP-enabling institutions, legal
frameworks, and governance structures is having
an effect on America’s PPP institutionalization
process. Figure 6 depicts the progression of PPP
institutionalization in the United States as "a

8 These findings generally conform with the three-stage
PPP market maturity curve conceived by Eggers and
Startup (2006).

contested process that unfolds across time”
(Johnson et al. 2006, 59).8

After years of limited PPP use during the
innovation and local validation phases of
institutionalization, the pipeline of U.S. PPP
projects has grown rapidly in recent years. Since
2015, 36 states plus Puerto Rico and the District of
Columbia has launched or closed at least one PPP
transaction (see Figure 7).

Many of these states now pursuing PPPs have
also “[come] up with their own plans for raising
additional transportation revenue — while hoping
the federal government continues their historic role
as a strong partner in their efforts” (Transport for
America 2018). Since 2012, 31 states have
approved legislation to raise additional
transportation revenue (see Figure 8).

As a result, the prominenace of transporation
PPPs has waned in recent years.® As PPPs have
diffused across the US, the pipeline of projects has
become more diverse (see Figure 9).

Prior to 2015, 83% of all U.S. PPPs were
concentrated in the transportation sector. Today,
transportation accounts for only 45% of the overall
total while social infrastructure and environmental
PPPs now make up 29% and 13% of the project
pipeline respectively. These developments indicate
the U.S. PPP market is maturing. However,
America’s decentralized diffusion process has yet
to produce a growth pattern reflecting widespread
acceptance of the PPP model. Inconsistent PPP
procurement procedures, dissimilar legal and
regulatory environments across state lines, and
minimal use of PPP-enabling organizations (e.g.
PPP units) continue to create instability in the
market. Although the number of projects has
skyrocketed in recent years, the U.S. is still
experiencing a high rate of project cancellations.
Currently, for every six projects that reach financial
close, one PPP project is cancelled. Additionally,
there are a handful of projects in the pipeline which
remain on hold with no timetable for completion.

These ongoing institutional challenges within
America’s fractured federalism have led many
private firms and public agencies to believe that
current U.S. institutions (e.g. laws, rules, social

9 If transportation funding is available through
traditional procurement, the incentive for governments
to pursue transport PPPs is diminished.
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Figure 7: PPPs Since 2015, By State
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norms, and policy) do not offer enough
incentives, transparency, and accountability for the
U.S. to successfully deliver a coordinated PPP
program (Geddes and Reeves 2017). If the U.S. is
going to adhere to the natural progression of the
institutionalization process and generally validate
the PPP model, then more U.S. public agencies at
the federal, state, and municipal level will need to
improve their governance capacities, address
existing knowledge gaps, share and adopt best
practices, and “reform institutions or build new
organizations to assess and manage new models for
infrastructure procurement and assets
management” (Bennon, Kim, and Levitt 2017, 24;
Boyer 2016).

&

Achieving General Validation
Through a Mixed PPP
Institutionalization Model

Although the U.S. PPP market is currently in a
state of decentralized diffusion, it still, in many
ways, remains “at earlier stages of PPP
development and could benefit from the
opportunity to learn from the trailblazers who have
moved to more advanced stages” (Eggers and
Startup 2006, 6). Among mature markets which
have generally validated the PPP model, the most
frequently used form of PPP institutional
organization is the mixed model, consisting of (1)
a central/national PPP unit, (2) sectoral PPP
agencies, and (3) other enabling institutions. The
U.S. could readily move from a strongly
decentralized PPP institutionalization model to a
mixed approach by “establish[ing] clear,
predictable and legitimate institutional
framework[s] supported by competent and well-

Figure 9: PPP Projects By Sector
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resourced authorities” (World Bank & DFID 2009;
OECD 2012, 8).1°

In recent years, efforts have begun at the
federal level to centralize PPP knowledge,
procurement guidelines, and expertise as
legislative measures and supporting federal
institutions have become increasing favorable
toward PPP procurement (Iseki et al. 2009).** Most
of these efforts have occurred in the transportation
sector which holds the largest share of U.S. PPPs.
For example, in May 2018, the Federal Transit
Administration (FTA) issued a Final Rule on
Private Investment Project Procedures (PIPP)
which:

establishe[d] procedures that allow
recipients of FTA funds to identify
perceived impediments to the use of
public-private partnerships (P3s) and
private investment in public transportation
capital projects either proposed or under
construction and in the Statewide Long-
Range Transportation Plan or the
Metropolitan Transportation Plan, and
seek a waiver or modification of such
impediments” (FTA 2018).

Additionally, within the US Department of
Transportation, entire offices are now dedicated to
promoting PPPs as an alternative infrastructure
delivery mechanism. For example, the Federal
Highway Administration’s (FHWA) Office of
Innovative Program Delivery (OIPD) offers
technical guidance and public-sector capacity
support for innovative financing and project
management arrangements such as PPPs.
Likewise, the passage of the Fixing America's
Surface Transportation (FAST) Act in 2015 led to
the creation of the Build America Bureau, an entity
designed to “[serve] as the single point of contact
and coordination for states, municipalities and
project sponsors looking to utilize federal
transportation  expertise, apply for federal
transportation credit programs and explore ways to
access private capital in public private
partnerships” (Build America Bureau 2017).
Operating under the Office of the Undersecretary

1o For a more detailed review of PPP governance
mechanisms, see World Bank and DFID (2009) as well
as OECD (2012).

for Transportation Policy, this nascent bureau
replaced the Build America Transportation
Investment Center (BATIC) and assumed
responsibility for streamlining access to credit and
grant opportunities as well as encouraging the
adoption of best practices in project development,
delivery, financing, and management. Some of the
Bureau’s core responsibilities include:

(1) Centralized project coordination, project-
level technical assistance, and alternative
project delivery assessment;

(2) Federal  credit  enhancement via
Transportation Infrastructure Finance and
Innovation Act (TIFIA) and Railroad
Rehabilitation and Improvement
Financing (RRIF) direct loans, loan
guarantees, and standby lines of credit;

(3) Management of the tax-exempt Private
Activity Bonds (PABs) program for
prospective PPP concessionaires; and

(4) Administration of Infrastructure For
Rebuilding America (INFRA) grants for
critical projects on US highways and
bridges (Build America Bureau 2017).

Together, federal institutions like the Bureau
and OIPD are working to address ongoing
institutional barriers in the U.S. market which
affect PPP adoption and utilization. However, their
role  within a mixed model of PPP
institutionalization should not be overstated.
Because infrastructure provision happens primarily
at the state and local level, “developments at the
federal level are often limited in scope and effect
and typically provide only general guidelines for
PPP implementation” (Geddes and Reeves 2017,
159). This is particularly true in other sectors
outside of transportation where private activity is
stronger (e.g. energy, social infrastructure, etc.)
and the need for any centralized federal support at
the agency level is minimal.

1 See Iseki et al. (2009) for a detailed assessment of
PPP-enabling federal legislation.
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Thus, the U.S. PPP market still stands to
benefit from broader institutional reforms in its
PPP-enabling field, such as:

(1) Enhanced politically commitment to PPPs
as an alternative delivery mechanism;

(2) Overarching policy guidance and sector-
specific models “that may respond, in a
logical, consistent, and consultative way,
to inevitable changes in policy and the
market” (Farquharson et al. 2011, 19);

(3) More consistent PPP legislation and
procurement procedures across levels of

government;
(4) Transparent infrastructure project
prioritization using non-partisan, expert

panels; and

(5) The adoption and utilization of PPP units
at the regional and national level.

These general reforms are common in more
mature PPP markets, and the “US can capitalize on
the tested experience of its international
counterparts” to implement them (Garvin 2010,
402). By doing so, the U.S. may be able to avoid
setbacks in the institutionalization process and
“move up the PPP maturity curve more rapidly and
leapfrog to more advanced stages of maturity”
(Eggers and Startup 2006, 6).

However, careful consideration must always
be given to the transferability of PPP international
best practices (Acerete, Gasca, Stafford, and
Stapleton 2015). This is especially true at the state
and local level where more research is needed on
the localized development of PPP-enabling
institutions (Boardman, Greve, and Hodge 2015;
see also Van den Hurk et al. 2015). Additionally,
successful validation of the PPP approach in the
United States will require further work on
comprehensive performance metrics for PPPs as
well as objective criteria for a multi-level
assessment of PPP institutionalization across state
and local US jurisdictions. In this regard, the
framework recently developed by Delhi an
Mahalingam (2017, 115) may be useful for
“understand[ing] the minimum set of governance

strategies that could be enacted in a given
institutional ~ environment ~ for  successful
outcomes.” In general, however, the U.S. has a
unique opportunity to accelerate its PPP
institutionalization process by closing the
knowledge gap, adopting domestic and
international best practices, and establishing
credible governance processes supported by a
mature, enabling institutional environment.

Conclusions

Public sector institutions facing vague,
competing, and dynamic policy objectives are
increasingly using PPPs to overcome shortcomings
in traditional infrastructure project delivery.
Although traditional infrastructure procurement
methods offer governments, in most projects, the
ability to “[internalize] transactions, [minimize]
legalisms involved in complex contractual
negotiations with external actors, and [provide] a
more stable framework for bargaining” (Salamon
2002, 31), many governments globally have turned
to PPPs in order to break the government monopoly
on infrastructure development, inject competition
and flexibility into infrastructure contracting,
improve infrastructure service quality, and enhance
the public sector’s technical, financial, and
physical capacity to deliver projects. PPPs also
offer some attractive potential benefits such as on-
time and within-budget delivery, life cycle asset
maintenance, design innovation, and enhanced
access to private capital.

However, PPP projects in the US and around
the world also present governments with a unique
governance task. These alternative procurement
mechanisms contain embedded challenges across
many stages of the project lifecycle. High
transaction costs, long procurement timelines,
budgetary problems, and lost government
flexibility are just some of issues that can arise
from PPP contracting. Moreover, the planning,
execution, and management of these projects
becomes especially challenging without a mature
institutional setting. While some researchers have
begun to “systematically develop a comprehensive
typology of institutional conditions and project
specific strategies” which promote satisfactory
market development and PPP project performance
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(Delhi an Mahalingam 2017, 131), the process of
PPP institutionalization has garnered relatively
little attention. Our research addresses this gap in
the literature in the following ways. First, we use a
combination of extant institutionalization theories
to define the phases and types of PPP
institutionalization. Next, we use the U.S. PPP
market as test case to explore the descriptive power

institutionalization can serve as a powerful tool for
examining market development, isolating PPP
governance shortcomings, and identifying areas of
institutional reform.

Moving forward, we are interested in using
Inframation’s data on 5,607 PPP projects across
Africa, Asia, Australasia, Europe, Latin America,
North America, and the Middle East to test whether

Figure 10: Alternative Institutionalization Dynamics
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of these criteria for PPP market development.
Finally, this paper reinforces the critical role
institutional settings play in the successful
planning, execution, and enforcement of PPPs
contracts. By applying Mrak’s (2014) and Johnson
et al.’s (2006) institutionalization frameworks to
the U.S. PPP market, our review: (1) identifies
America’s  current stage in the PPP
institutionalization process; (2) classifies the type
of PPP institutionalization unfolding in the U.S.,
and (3) highlights various institutional deficiencies
across the United States that require further
development and reform. While some scholars
might argue that one cannot generalize from a
single case,'? our examination of the U.S. PPP
market shows that analyses of PPP

12 See Flyvbjerg (2006) for a detailed treatment of
common misunderstandings associated with case study
research.

patterns of PPP institutionalization conform to the
alternative institutionalization curves outlined in
Lawrence, Winn, and Jennings (2001) (see Figure
10).

However, this is just one line of inquiry. Other
scholars should also expand on the initial insights
of this paper by exploring PPP institutionalization
temporal dynamics in other countries. Moreover,
future research should aim to further explicate the
PPP institutionalization process, map changing
institutional dynamics overtime, and develop key
metrics of PPP market maturity.
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