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An analysis of factors promoting
public-private partnership of local governments

Naoto Yamauchi, Yu Ishida and Naoko Okuyama

In the framework of public sector reforms, attention has been focused on significance and
effectiveness of the public-private partnership (PPP). Conventional outsourcing is a dominant and
even still an increasing tool of provision of public services by private sector. On the other hand, new
forms of PPP such as Private Finance Initiative (PFI), the Designated Administrator System, and
Market Testing have been also notably paid attention, and examples of these forms are provided in
the public administration of local governments. However, it is still hard to realize smooth operations
of those PPPs. It is considered that the degree of PPP initiatives in the provision of public services
depends not only on local governments’ coping strategy for institutional constraints and challenges on
exercise of PPPs but also their attitudes and motivations toward promoting PPPs. This paper therefore
gains an understanding of the actual situation of PPPs carried out by local governments, and attempts
to elucidate what factors and characteristics of local governments and their public administration
determine the engagement in PPPs. Our empirical analysis shows that financial conditions, efforts
and practices for administrative reforms such as enforcement of organizational disciplines, the
degree of transparency and efficiency of public administration, and reaction to standards of PPPs
of neighborhood local governments are influencial factors. Also, this paper exemplifies that
implementation of PPPs improves the qualities of local public services as well as cuts down of local
government expenditures, providing an evidence to assess the performance of local public services
delivered under PPPs.

JEL classification: H41, L33

Keywords: public-private partnership, outsourcing, local governance, neighborhood effect





