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Abstract. While financial investors typically provide substantial share of capital in Public Private Partnership (PPP) Projects,
they frequently lack meaningful operational control, leaving them vulnerable to opportunism from both government entities
and contractors (i.e., industrial investors). This study investigates these unique governance challenges through a dual trajec-
tory approach: first, by developing a comprehensive PPP governance theoretical model specifically tailored to financial inves-
tors’ needs, and second, by empirically validating this model through an in-depth case analysis of a financial investor’s inno-
vative governance practices. The research makes three significant contributions to the field: First, it reconceptualizes financial
investors as distinct stakeholders with specialized governance requirements in PPP ecosystems. Second, it advances a holistic
theoretical model comprising 19 critical governance elements across institutional, organizational, contractual, and managerial
dimensions. Third, it derives four practical, evidence-based strategies for maintaining control while preserving partnership vi-
ability: 1) implementing contractor profit-sharing mechanisms to align incentives, 2) developing integrated risk-transfer struc-
tures, 3) establishing joint government-contractor oversight systems, and 4) creating debt service reserve funds from construc-
tion margins to mitigate government payment delays. These findings offer both theoretical insights and actionable solutions

for improving financial investor protection in PPP arrangements.
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1. Introduction

Public Private Partnerships (PPPs) have been widely adopt-
ed as a mechanism for delivering infrastructure projects
globally, offering benefits such as risk-sharing, improved
efficiency, and access to private sector financing and ex-
pertise (Yescombe, 2011). While extensive research has ex-
plored PPP success factors, risks, and governance from the
perspectives of governments and private consortia, limited
attention has been paid to the role of financial investors,
such as investment banks, pension funds, sovereign wealth
funds, insurance companies, and private equity funds, de-
spite their growing significance in PPP financing (Levitt
& Eriksson, 2016). The post-2008 financial landscape ap-
pears to have contributed to notable changes in PPP fi-
nancing patterns, with some studies suggesting that tradi-
tional construction firms reduced equity participation due
to balance sheet constraints (Hueskes et al., 2017). This
vacuum has been filled by financial investors, lured by in-
frastructure’s inflation-hedging characteristics and stable
cash flows (Inderst, 2011). Yet their participation reveals a

fundamental contradiction: while contributing substantial
project capital, financial investors typically lack operation-
al control (Emerson & Nabatchi, 2015). This misalignment
between capital contribution and governance power cre-
ates what may be termed the "PPP investor paradox” in
many PPP settings, financial investors may bear substantial
financial exposure while having relatively limited influence
over operational decisions.

Governance, broadly defined, refers to the processes
and structures that guide decision-making and account-
ability. The United Nations Economic Commission for Eu-
rope (United Nations Economic Commission for Europe
[UNECE], 2008) describes it as “the processes in govern-
ment actions and how things are done, not just what is
done”. Wilson et al. (2010) further elaborate that gover-
nance involves the allocation of authority, responsibility,
and accountability at the highest organizational level. This
conceptualization underscores the importance of system-
atic oversight in achieving corporate and project objectives.
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Corporate governance, as outlined by du Plessis et al.
(2005), focuses on regulating and managing corporations
to balance organizational goals with stakeholder interests,
including societal impacts. The Organisation for Econom-
ic Co-operation and Development [OECD] (2004) empha-
sizes that corporate governance provides a framework for
setting objectives and resolving conflicts among stake-
holders. While corporate governance typically prioritizes
long-term shareholder returns, its principles are adaptable
to PPP contexts, particularly due to the extended time-
lines of such projects (Wilson et al., 2010). Project gov-
ernance, distinct from corporate governance, addresses
the unique and temporary nature of projects. Wilson et al.
(2010) define it as a framework for structuring resourc-
es, communication, and monitoring to align projects with
organizational vision. However, as Aas and Bekker (2014)
note, there is no universally accepted definition of project
governance. Renz (2007) describes it as a process-orient-
ed system for strategic direction and integrative manage-
ment, while the PMBOK® (Project Management Institute
[PMI], 2017) frames it as the alignment of project objec-
tives with broader organizational strategy. These perspec-
tives highlight the need for tailored governance models in
PPPs, which often span 20-30 years and involve complex
stakeholder dynamics.

Governance plays a pivotal role in determining the
success or failure of PPP projects. Johnston and Guder-
gan (2007) identify three primary lenses for analyzing PPP
outcomes: value-for-money considerations, risk manage-
ment, and governance. Effective governance ensures that
PPP projects align with public interests, mitigate risks, and
deliver long-term value, making it a critical factor in proj-
ect performance (Xiong et al., 2019).

Given the centrality of governance to PPP success and
the increasingly important yet underexamined role of fi-
nancial investors in the PPP ecosystem, the consequences
of the "PPP investor paradox” are particularly profound. Fi-
nancial investors face systematic exposure to opportunistic
behavior from two interrelated sources: governments and
industrial investors. On the one hand, governmental op-
portunism manifests through stringent concession clauses
and retrospective regulatory interventions. As Levitt and
Eriksson (2016) show, some concession contracts may in-
clude stringent provisions that limit claims for construction
overruns, thereby transferring certain risks to private inves-
tors. Beyond contractual design, governments may also
engage in "creeping expropriation” by altering regulatory
or policy conditions after financial close (Engel et al., 2013).
Such practices exploit the relative immobility of financial
investors, who, unlike industrial partners, lack credible le-
verage to withdraw technical capabilities or operational
resources. On the other hand, industrial investor (contrac-
tor) exploitation arises from conflicts of interest inherent in
their dual roles as contractors and equity holders. Design—
build (DB) or engineering—procurement—construction (EPC)
contractors may prioritize short-term construction profits
over long-term project performance (Liu et al., 2020; Park
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et al, 2020). Ho et al. (2015) conceptualize this phenom-
enon as the “"unbalanced profit pool syndrome”, showing
how contractors, often holding as little as 10-15% equity,
can manipulate change orders and quality compromises
to extract construction margins that far exceed their eq-
uity returns.

To attract more financial capital into PPPs, effective
governance strategies must address these challenges. Lev-
itt and Eriksson (2016) propose measures such as indepen-
dent board chairs, probity auditors, and fixed-price con-
tracts to mitigate conflicts between financial and industrial
investors. Additionally, Park et al. (2020) emphasize the
need for financial investors to actively monitor construc-
tion partners, particularly during high-risk phases like bid-
ding and construction. However, despite these insightful
recommendations, comprehensive and systematically im-
plemented governance practices tailored to the needs of
financial investors remain scarce in both academic litera-
ture and real-world PPP application (Darko et al.,, 2023;
Kwofie et al., 2021; Levitt & Eriksson, 2016).

To address this gap, this study is guided by the fol-
lowing research questions. First, what are the distinctive
governance contexts, constraints, processes, and challeng-
es faced by financial investors in PPP projects, given their
capital-intensive but control-limited position? Second,
how do institutional, organizational, contractual, and man-
agerial governance factors interact to shape financial in-
vestors’ exposure to opportunism and risk across the PPP
project lifecycle? Third, what governance mechanisms and
strategic practices can financial investors adopt to mitigate
opportunistic behavior by key stakeholders, protect their
interests, and simultaneously enhance overall PPP project
performance? By addressing these questions, this study
seeks to develop and empirically validate a financial-in-
vestor-centric governance model for PPP projects and also
derive actionable governance strategies for financial inves-
tors operating in complex institutional environments.

2. Methodology

This study employs a dual-trajectory research design (see
Figure 1), which begins with two analytically differentiated
lines of inquiry and converges through systematic com-
parison and synthesis to extract theoretical and practical
implications.

The first trajectory, the theoretical pathway, employs
an integrative literature synthesis to develop a financial
investor-oriented PPP governance framework. This process
builds upon established theories of project management,
project governance, and institutional analysis, and selec-
tively refines existing governance typologies to align with
the risk-return logic of financial investors. Specifically, the
framework draws on extant classifications of PPP gover-
nance (e.g., Xiong et al,, 2019) and links them to project
efficiency and long-term value creation, under the mod-
erating role of risk. Particular emphasis is placed on inter-
preting governance mechanisms through the distinct pri-
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Figure 1. Research design

orities of financial investors, including capital protection,
risk allocation, accountability, and lifecycle value realiza-
tion (Emerson & Nabatchi, 2015; Gatti, 2013). Method-
ologically, this trajectory follows a theory-informed con-
ceptual refinement approach, in which existing constructs
are consolidated, reinterpreted, or selectively excluded
based on conceptual proximity and stakeholder relevance.
In this sense, the objective is not to derive a new gover-
nance model inductively, but to adapt and extend estab-
lished frameworks into a structured and context-sensitive
configuration.

The second trajectory — the practical pathway — em-
ploys a single embedded case study design to exam-
ine governance practices of financial investors in PPP
infrastructure delivery. The case study adopts a theory-
informed, qualitative-dominant mixed-data approach to
document and analyze the evolution of a financial in-
vestor's post-investment monitoring and management
(PIMM) framework, rather than evaluating a static set of
governance strategies. The focal case is a financially so-
phisticated institutional investor with extensive PPP expe-
rience which, through years of PPP project engagement,
identified limitations in its existing governance framework
and subsequently initiated an internal, structured process
of reflection and improvement.

Data collection and analysis followed an evolutionary
and problem-driven sequence, mirroring the firm’s own
governance optimization process. First, the firm's existing
PIMM framework and related internal governance docu-
ments were reviewed to establish the baseline governance
logic and to identify areas of tension between formal de-
sign and implementation experience. Second, an internal
organizational survey, covering key functional domains in-
cluding risk control, operations, engineering, and finance,
was deployed as a diagnostic instrument to systematical-
ly confirm governance pain points, implementation gaps,
and coordination challenges encountered in practice, and
to inform potential directions for improving the PIMM
framework. Building on the survey findings and documen-

tary analysis, a revised PIMM plan template was then de-
veloped to address the identified gaps and to enhance
governance effectiveness.

This methodological choice case study is appropriate
given the exploratory nature of the research question, the
process-oriented focus on governance mechanisms, and
the institutional and contractual complexity inherent in
PPP projects (Yin, 2018). While reliance on a single case
inevitably limits statistical generalizability, the selected
case offers high analytical value for this research. Specifi-
cally, ) Company confronts a broadly observed “PPP inves-
tor paradox”, whereby financial investors are expected to
exercise effective governance while operating under con-
strained contractual authority and fragmented project in-
terfaces. Empirical materials capturing how such tensions
are recognized and addressed in practice are rare and dif-
ficult to obtain, rendering this case particularly valuable.
Moreover, the firm's iterative revision of its PIMM frame-
work reflects a rigorous and practice-oriented governance
optimization process. Although the resulting PIMM plan
may not represent a universal best practice, it demon-
strates a comparatively advanced, effective, and opera-
tionally feasible approach to post-investment governance.
Importantly, the case does not aim to verify the proposed
theoretical framework in a confirmatory sense; rather, it
contributes through analytical falsification and refinement,
by revealing gaps and limitations in existing governance
models and motivating their improvement. The case also
provides actionable insights with strong relevance for fi-
nancial investors engaged in PPP projects which have not
been explicitly discussed in prior PPP governance studies
(e.g., Levitt & Eriksson, 2016; Park et al., 2020).

An alignment scheme was developed to map observed
governance practices to the previously constructed gov-
ernance model. Governance mechanisms and issues were
systematically extracted and coded based on the revised
PIMM plan. In line with pattern-matching logic (Yin, 2018),
the empirical evidence was then compared with the theo-
retical governance model to assess areas of convergence
and divergence. This comparative analysis ultimately gen-
erated three outcomes: (1) identification of theoretical
blind spots where existing governance models fail to ac-
commodate real-world constraints, (2) diagnosis of prac-
tical shortcomings in J Company’s governance arrange-
ments, and (3) synthesis of actionable lessons to enhance
the strategic governance capacity of financial investors in
PPPs.

2.1. A financial investor-centric
governance model for PPP projects

This study adopts a structured integrative synthesis ap-
proach to develop a financial investor-centric governance
model for PPP projects by combining complementary
strands of PPP governance research. Rather than relying
on a single theoretical lens, the model is informed by four
interrelated literature streams that together capture the
key analytical dimensions relevant to financial investors: (1)
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governance content (i.e., core governance components),
(2) lifecycle-specific governance requirements, (3) gover-
nance—performance linkages aligned with financial inves-
tors’ objectives, and (4) risk. These streams are system-
atically integrated through a theory-informed process of
conceptual synthesis and refinement.

The governance framework for PPP projects pro-
posed by Xiong et al. (2019) provides the primary ana-
lytical foundation. Based on a social network analysis of
52 case studies, it identifies 21 governance issues across
four dimensions: institutional, organizational, contractual,
and managerial. Specifically, institutional issues include au-
thority, legislation, regulation, and market openness; orga-
nizational issues include transparency, trust, cooperation,
communication, public participation, and stakeholder in-
volvement; contractual issues include risk allocation and
sharing, political support, credibility, easy specification and
measurability, and flexibility; and managerial issues include
capability, competition, accountability, affordability, inno-
vation, economic feasibility, and financial accessibility.

Building on this baseline, the present study applies a
purposive refinement process to adapt the framework to
a financial investor perspective. First, conceptually proxi-
mate institutional elements (authority, legislation, regula-
tion, and market openness) are consolidated into a single
compliance construct, reflecting their shared function as
externally imposed governance constraints. Second, the
element of affordability is excluded, as it predominantly
concerns public-sector objectives rather than the decision
logic of financial investors (Xiong et al., 2019). Through
these explicit transformation rules, the original set of 21
issues is refined into 18 governance elements, thereby
maintaining conceptual coherence while enhancing stake-
holder relevance.

The framework is further enriched by incorporating in-
sights from Zhang et al. (2015), which introduces a lifecy-
cle perspective spanning development, construction, op-
eration, and transfer stages. This perspective ensures that
governance elements are not treated as static constructs
but are instead contextualized according to phase-specific
governance requirements and evolving institutional condi-
tions. Such an approach is particularly important for PPP

Table 1. Mapping of literature streams and model construction logic
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projects, where governance priorities shift across the life-
cycle in response to changing risk profiles and stakehold-
er interactions.

In addition, the model integrates the governance—
performance linkage emphasized by Zwikael and Smyrk
(2014), who distinguish between short-term project effi-
ciency (e.g., on-time and on-budget delivery) and long-
term strategic benefits. This distinction aligns closely with
financial investors’ primary objective of sustained financial
returns rather than mere project completion. This perspec-
tive is further supported by Samset and Volden (2015) and
Rolstadas et al. (2014), who emphasize that governance
must ensure not only delivery outputs but also the real-
ization of intended long-term benefits.

Risk is incorporated as a central moderating factor link-
ing governance and performance. Prior studies highlight
that risk significantly influences governance effectiveness
and project outcomes (Lewis et al., 2002; Zwikael & Smyrk,
2011; Cui et al.,, 2012). Moreover, Das and Teng (2001) dis-
tinguish between relational risks (e.g., opportunistic be-
havior) and performance risks (e.g., market and regulato-
ry uncertainties), both of which are highly relevant in PPP
contexts. These risks exhibit strong lifecycle dependency:
relational risks tend to be more salient during construction
due to intensive stakeholder interaction, whereas perfor-
mance risks persist throughout the operational phase. This
reinforces the need for governance mechanisms that are
both risk-sensitive and phase-specific.

The four literature streams and their roles in model
construction are summarized in Table 1.

Building on these integrated foundations, the pro-
posed model (see Figure 2) adopts a financial investor-
centric lens, emphasizing actionable governance practices
that support both risk mitigation and value creation. The
resulting framework comprises 18 governance elements
across four dimensions — institutional, organizational, con-
tractual, and managerial — which collectively shape PPP
project performance and investor returns. Importantly, the
effectiveness of these governance mechanisms is dynami-
cally moderated by risk factors and varies across different
phases of the PPP lifecycle.

Literature stream Key references

Role in model construction

Analytical integration / refinement approach

PPP governance
elements

Xiong et al. (2019)

Baseline identification of 21
governance issues across four

Core framework adopted; institutional elements
(authority, legislation, regulation, market openness)

performance linkage

(2014); Samset and
Volden (2015)

and long-term benefits

dimensions merged into compliance; affordability removed
Lifecycle governance |Zhang et al. (2015) Introduces lifecycle perspective | Used to contextualize governance elements across
in PPPs (development—construction— phases

operation—transfer)
Governance— Zwikael and Smyrk Links governance to efficiency | Used to define outcome variables (efficiency vs.

benefits)

Risk as moderator

Das and Teng (2001);
Cui et al. (2012)

Positions risk between
governance and outcomes

Conceptualized as key variable across lifecycle
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Figure 2. Theoretical governance model for financial investors in PPP projects (adapted from Lewis et al., 2002;
Samset & Volden, 2015; Xiong et al,, 2019; Zhang et al., 2015; Zwikael & Smyrk, 2014)

2.2. Case study
2.2.1. Project background

J Company is a specialized investment firm with a decade
of proven experience in the financial sector. Since its in-
ception, the company has strategically invested in more
than 50 projects, with cumulative investments surpassing
1.5 billion US$. In recent years, it has expanded its portfo-
lio by participating in six PPP projects as a financial inves-
tor. The company maintains a lean yet highly skilled work-
force of over 30 professionals. Notably, the majority of its
employees possess extensive experience in banking, trust,
and fund management, ensuring a strong foundation in fi-
nancial analysis, risk assessment, and investment strategy.

The X PPP Project ("X Project”) was implemented by
a project company (special purpose vehicle, SPV) estab-
lished jointly by J Company (holding 90% equity), the local
government (holding 7% equity), and a construction firm
(holding 3% equity). The project involved the construction
of a 7-kilometer road and ancillary facilities within an in-
dustrial park, with a total investment of 51 million US$. It
adopted the Build-Operate-Transfer (BOT) model, featur-
ing a 10-year cooperation period, including 1.5 years for
construction and 8.5 years for operation and maintenance.
The project utilized a government payment mechanism,
offering an investment return rate of 7.8%. The equity ra-
tio was 20%, with the remaining 80% financed through
bank loans.

As the financial investor, ] Company was primarily re-
sponsible for capital contributions and financing arrange-
ments, while the construction firm handled engineering
and construction, cost control, and later operation and
maintenance.

The SPV was formally established in July 2017, with
construction commencing shortly thereafter. However, the
financing process encountered significant delays due to
compliance reviews conducted by the Ministry of Finance
(MoF). Consequently, the bank loan was not finalized until
November 2018, featuring an interest rate benchmarked at
the five-year Loan Prime Rate (LPR) plus 25 basis points.
Further delays were attributable to external factors in-
cluding stringent environmental inspections and govern-
ment-mandated design modifications. These cumulative
challenges resulted in a 15-month delay in construction
completion relative to the original schedule. Notably, de-
spite these setbacks, the project maintained an exempla-
ry safety and quality record throughout the construction
period.

2.2.2. Governance challenges faced by J Company
during the construction phase

Despite implementing comprehensive control measures,
J Company encountered persistent difficulties in its PIMM
system, particularly during the construction phase of X
Project. These operational inefficiencies primarily stemmed
from:

Limited Control Over the SPV

As a financial investor introduced after the project’s ten-
der, J Company had limited familiarity with early-stage
project conditions and weaker government relations com-
pared to the industrial investor, i.e., the EPC contractor/op-
erator, which primarily handled communications between
the SPV, local government, and various government agen-
cies. Although J Company held 90% equity in the SPV, its
decision-making power was constrained by a board voting
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mechanism requiring a two-thirds majority. Consequently,
despite its majority stake, ] Company could not exercise
full control over critical decisions. Furthermore, the SPV’s
weak control in construction management, evidenced by
the government frequently bypassing it to directly over-
see project execution, significantly heightened J Compa-
ny's exposure to financial and operational risks.

Inadequate Construction Management Capabilities

As a purely financial investor, ] Company lacked the tech-
nical expertise to independently assess costs or supervise
construction activities. This weakness became particular-
ly apparent when evaluating government-initiated change
orders, such as a 2.4 million US$ increase in landscaping
costs. Without third-party technical consultants, the com-
pany had to rely entirely on the contractor's submitted
payment requests to approve progress payments, leaving
it vulnerable to inflated claims and misrepresented pro-
gress reports, thereby increasing its financial risk exposure.

Government Interference and Eroded Influence

The project’s heavy reliance on government viability pay-
ments created an asymmetric power dynamic. Government
agencies often bypassed formal governance channels, is-
suing direct instructions to the contractor. As a result,
repeated design modifications led to cost overruns and
schedule delays, while systematically excluding J Company
from substantive decision-making processes.

Asymmetric Risk-Reward Allocation

The risk allocation framework placed a disproportionately
heavy burden on J Company, requiring it to assume full
responsibility for financing guarantees and government
payment coordination throughout the project's extended
duration. By contrast, the industrial investor's risk expo-
sure was primarily limited to the construction phase, while
preserving multiple profit channels through change orders
and cost-control incentives. Crucially, despite established
profit-sharing arrangements, the “unbalanced profit pool
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syndrome” (Ho et al,, 2015) enabled the industrial investor
(i.e., the EPC contractor) to secure financial benefits from
EPC contract margins, while transferring most risks associ-
ated with government payment delays and cost overruns
to J Company.

To further assess the governance issues and identify
measures to improve project governance, J Company con-
ducted an internal investigation, which employed a com-
bination of questionnaire survey and in-depth interviews,
covering 28 core personnel from J Company’'s headquar-
ters and the SPV involved in the project. The survey par-
ticipants were strategically selected from four core func-
tional areas: operations management (project oversight
team), risk control (compliance auditors), finance (invest-
ment analysts), and engineering (technical supervisors),
ensuring comprehensive coverage of all critical project
aspects. The survey subjects (see Table 2) demonstrated
significant professionalism and representativeness: 64.29%
had over 10 years of work experience, 88.14% had more
than three years of PPP project management experience,
42.86% were from the headquarters, 25% from the SPV,
and 32.14% held positions in both entities. This composi-
tion ensured the comprehensiveness and reliability of the
survey results.

The interview findings reveal some key deficiencies in
the current PIMM system, including: 1) Inadequate cor-
porate governance in the SPV, resulting in insufficient
control, 2) Deficiencies in technical knowledge and man-
agement capabilities among SPV executives, 3) Lack of en-
gineering professionals within the team, 4) Low motivation
levels among SPV staff, 5) Weak oversight of the compa-
ny's official seals and certificates, 6) Insufficient financial
controls over the SPV, 7) Inadequate executive-level en-
gagement with PIMM, 8) Absence of effective construction
management systems, 9) Room for improvement in proj-
ect management, 10) Lack of support from external engi-
neering specialists, 11) Insufficient corporate oversight and
support for project financing, 12) High financing costs with

Table 2. Demographic characteristics of survey participants (source: internal questionnaire survey)

Indicator Type Sample Size Percentage

Work Experience 0-3 years 1 3.57%
3-5 years 1 3.57%
5-10 years 8 28.57%
Over 10 years 18 64.29%
Total 28 100%

PPP Project Experience |Less than 1 year 0 0%
1-3 years 5 17.86%
3-5 years 10 35.71%
Over 5 years 13 46.43%
Total 28 100%

Affiliation Headquarters 12 42.86%
Project Company 7 25%
Headquarters & Project Company 9 32.14%
Total 28 100%
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significant maturity mismatch risks, 13) Poor coordination
with government clients on project oversight, 14) Insuffi-
cient communication with regulatory authorities, 15) De-
fective partner selection process, resulting in incompetent
construction partners, and 16) Deficient profit-sharing and
risk allocation mechanisms with the contractor.

The questionnaire survey corroborated these findings,
with 92.86% of respondents indicating the PIMM system
required substantial improvements, highlighting a clear
imperative for reform. Respondents evaluated twelve pro-
posed enhancement measures on a 5-point efficacy scale
(1 = least effective, 5 = most effective). The highest-rat-
ed interventions were “Improve oversight and support for
project financing” (4.46), “Enhancing financial control and
support” (4.36), "Enhance collaboration with the govern-
ment in project oversight” (4.36), and “Strengthen con-
tractor management and risk allocation” (4.25), "Enhancing
staff incentives” (4.14). These prioritized measures offer a
pathway for optimizing the governance framework of the
X Road PPP project (see Table 3).

2.2.3. Optimized PIMM Plan for PPP
projects by J Company

Based on survey findings, J Company developed a stand-
ardized PIMM plan tailored to PPP construction-phase
challenges. This template is designed for scalability across
current X Project and future PPP projects where J Compa-
ny serves as a financial investor. The template synthesizes
three critical inputs: 1) Empirical pain points identified in
the X Project, 2) J Company's decade-long experience in
infrastructure investing, including lessons from prior PPP
engagements, and 3) Benchmarking against domestic and
international best practices in financial investor govern-
ance (e.g., UNECE's probity auditing standards and OECD'’s
risk allocation principles).

Figure 3 is generated through a structured content
analysis of J Company’s standardized PIMM plan. Spe-
cifically, the written PIMM procedures, rules, and check-
lists were systematically reviewed to identify (i) the core

governance components embedded in the plan and (ii)
the stakeholder groups assigned responsibilities, approv-
als, oversight, or information-sharing roles within each
component. The identified component-stakeholder link-
ages were then coded and aggregated to map the inter-
action structure and lines of accountability prescribed by
the PIMM plan, which were finally visualized as Figure 3. As
visually summarized in Figure 3, the PIMM plan compris-
es seven core components, each engaging distinct stake-
holder groups. While the complete PIMM documentation
contains sensitive operational details, this section provides
a concise overview of the framework and its seven funda-
mental components.

Corporate Governance and Organizational

Structure of the SPV

To ensure dominance, J Company requires a minimum
equity stake of 67% and exercises control through the
shareholders’ meeting, board of directors, and supervisory
board. The board is predominantly composed of members
nominated by J Company, with the chairman appointed by
J Company and concurrently serving as the legal repre-
sentative. The supervisory board includes representatives
from all stakeholders. The SPV adopts a flat management
structure, with key positions held by J Company person-
nel on a part-time basis. Departments such as Adminis-
tration & HR, Finance, and Construction Management are
established, with department heads appointed by J Com-
pany's corresponding divisions, while general/rank-and-file
staff are recruited externally. J Company formulates the
PPP Project Investment Management Measures and Post-In-
vestment Supervision Rules to ensure compliance and op-
erational control.

Corporate Document and Seal

Control Plan for the SPV

The management of corporate documents (e.g., incorpora-
tion certificates and business licenses) and seals is a critical
measure for J Company’s oversight of the SPV. The cus-
tody of document and seals follows the principle of “de-
partment-specific custody with assigned accountability”.

Table 3. Proposed PPP project governance enhancement measures for J Company (source: internal questionnaire survey)

Rank Measures to enhance project governance Mean SD*
1 Tighten financial and payment controls for the project company 4.46 0.82
2 | Improve oversight and support for project financing 436 0.81
3 Enhance collaboration with the government in project oversight 4.36 0.81
4 Strengthen contractor management and risk allocation 4.25 0.83
5 Enhance compensation incentives for project team members 4.14 0.99
6 | Strengthen corporate governance of the project company to ensure absolute control 4.07 1.03
7 | Enhance oversight of the project company’s licenses and official seals 4.07 1.07
8 | Strengthen comprehensive project management for construction works 4.07 0.80
9 Improve management and performance evaluation of personnel seconded to the project company 393 0.80
10 | Recruit professional engineering and technical personnel 3.86 0.83
11 | Strengthen supervision of management expense in the project company 35 1.02
12 | Engage external professional institutions to assist in project oversight 3.21 1.05

Note: * — Standard deviation.
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PIMM Plan of J Company

Corporate Governance and
Organizational Structure of the SPV

Corporate Document and Seal
Control Plan for the SPV

Bank Account and Fund Control
Plan for the SPV

Supervision Plan for Construction

Project Financing Supervision Plan

Proactive Risk Management Plan

Internal Supervision and Incentive
Mechanism
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Stakeholders

SPV

Government sponsor-shareholder
of the SPV

Administrative regulatory
authorities of the local government

Provincial Department of Finance
and PPP Unit

EPC contractor/industrial investor

Financial institutions

Third party experts

Management team

Figure 3. Components of the optimized PIMM plan of J Company linked to various stakeholders
(developed by the authors based on J Company's PIMM plan)

The company document and seals are stored at the SPV ’s
premises, the legal representative’s seal is kept by J Com-
pany’s Risk Management Department, and financial seals
are managed by J Company’s Finance Department. The
use of corporate document requires multi-level approval,
while seal usage is categorized (e.g., routine documents,
major matters, engineering contracts, non-engineering
contracts) and subject to tiered authorization. Seal appli-
cation must be strictly monitored, with blank-page stamp-
ing prohibited, and violations are penalized.

Bank Account and Fund Control Plan for the SPV

The management of bank accounts and funds is central to
supervision during the PPP project’s construction phase.
Account opening follows a “dual-personnel, dual-role”
internal control requirement, with reserved seals, online
banking tokens, and other payment instruments central-
ly managed by J Company’s Finance Department. Fund
usage is classified (“construction-related”, “non-construc-
tion-related”, and "administrative expenses”) with tiered
approval based on amount thresholds. Payment process-
es undergo online review to ensure fund security.

Supervision Plan for Construction

The objective of construction supervision is to ensure
compliance with contractual requirements on quality,
safety, cost, and progress. J Company transfers construc-
tion risks to contractors through contractual agreements,
focusing primarily on cost control. Payments are catego-
rized into advance payments, progress payments, settle-
ment payments, and retention money, with strict pay-
ment ratios — advance payments capped at 10% of the
contract value and progress payments limited to 80% be-
fore project completion. Design modifications require rig-

orous approval, and changes exceeding budget are pro-
hibited. J Company collaborates with government entities
and third-party experts to oversee construction, ensuring
smooth project execution.

Project Financing Supervision Plan

Project financing is critical to the success of PPP projects.
J Company establishes a financing task force to ensure
funding adequacy, cost efficiency, and term alignment.
Conditions for capital injection include government confir-
mation of project inclusion in the Ministry of Finance PPP
Database and issuance of a commitment letter. Financing
solutions prioritize low-cost, low-risk options, with prefer-
ence given to policy banks (e.g., China Development Bank
and Agricultural Development Bank of China). Financing
arrangements require internal approval from the SPV and
J Company, with additional internal review for guarantees.

Proactive Risk Management Plan

To balance returns and risks, ] Company establishes a prof-
it-sharing mechanism with contractors, whereby a portion
of construction profits is remitted to J Company. A debt
service reserve fund is also implemented, requiring con-
tractors to deposit 10-20% of the total project cost as a
safeguard against delayed government payments, refund-
able upon timely repayment. Additionally, J Company
maintains regular communication with provincial financial
authorities (e.g., Department of Finance and the provincial
level PPP Unit) to ensure policy compliance and govern-
ment accountability.

Internal Supervision and Incentive Mechanism
J Company forms an internal audit team to periodically

inspect corporate document and seal usage, fund man-
agement, construction oversight, and procurement com-
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pliance within the SPV. Whistleblowing channels are es-
tablished to enhance accountability. Performance-based
incentives and target responsibility agreements motivate
management teams to achieve project goals, ensuring ef-
fective supervision.

3. Results

3.1. The revised model

The comparative analysis employed a structured con-
tent analysis of J Company's PIMM plan to systematically
identify actionable governance practices, which were then
mapped to the theoretical model’s 18 elements across in-
stitutional, organizational, contractual, and managerial di-
mensions (see Figure 2). This alignment followed the dual-
trajectory methodology outlined in Section 3, utilizing pat-
tern-matching logic (Yin, 2018) to evaluate convergence
between empirical practices and theoretical constructs.

C. Chen, B. Chen. When capital meets control: governance dilemmas of financial investors in PPP projects

The mapping revealed near-comprehensive coverage of
the model, with all documented practices, except those
pertaining to SPV governance structure (e.g., supermajor-
ity voting thresholds, integrated leadership roles). How-
ever, four theoretical elements (Trust, Public participation,
Easy specification and measurability, Flexibility) lacked cor-
responding practices in J Company’s PIMM plan. The di-
mension-practices mapping results are summarized be-
low, with detailed alignments for each governance ele-
ment presented in Figure 4.

The institutional dimension focuses exclusively on
compliance through establishing systematic communica-
tion channels with provincial Department of Finance and
PPP Unit to monitor regulatory updates and ensure adher-
ence throughout all project phases. This includes proac-
tive engagement and leveraging PPP Unit oversight dur-
ing payment periods to guarantee fiscal obligations of the
local government are met.

Institutional Dimension

« [Compliance]

J Company establishes a systematic compliance framework through:

. Longterm communication mechanisms with provincial PPP Unit to track
regulatory updates and policy trends.

2. Proactive engagement during project preparation to align with compliance
requirements.

. Leveraging PPP Unit oversight during government payment phases to ensure
fiscal obligations are met.

4. Regular monitoring of the project's status in the Ministry of Finance
PPP Database to avoid delisting risks.

. Securing government commitments to include repayment obligations
in annual fiscal budgets.

N

w

(%]

Organizational Dimension
«[Transparency]
J Company implements multi layered transparency measures:

1. Financial Control: Headquarters directly manages project funds and
contracts via finance and risk control departments.

2. Documentand SealManagement: Strict protocols for seals (company chop,
legal representative seal, financial seal, invoice seal) and licenses
(business license, construction permits).

3. Dual Reporting: Project departments report to both local management and
headquarters.

4. Information Disclosure: Key project milestones and financial flows are
shared with stakeholders to ensure accountability.

o [Trust]

None

«[Cooperation]

J Company fosters collaboration through:

1. Government Integration: Government representatives participate in quality,
safety, cost, and schedule oversight, especially in:

= Construction measurement and valuation.
= Progress payment approvals.
= Change order management.

2. Contractor Involvement: Construction firms appoint deputy managers
to oversee engineering quality, safety, and progress.

3. Joint Decision-Making: Major project decisions require input from all key
stakeholders to ensure balanced interests.

« [Public participation]

None

« [Communication]

J Company maintains robust communication channels:

1. Regular meetings with government and contractors to address issues
proactively.

2. Clear reporting lines to avoid misalignment between project teams and
headquarters.

3. Whistleblower systems and cross-project inspections to enhance transparency.

« [Stakeholder Involvement]
J Company adopts a participatory approach:

1. Government Oversight: Authorities are involved in critical approvals to ensure
compliance and reduce audit disputes.

2. Employee Feedback: Staff at all levels are encouraged to report concerns
through formal channels.

Contractual Dimension
«[Risk Allocation and Sharing]
J Company employs sophisticated risk transfer mechanisms:
1. Contractor Risks: Fully transferred to contractors (quality, cost, safety,
schedule).
2. Government Risks: Allocated via MoF PPP Database delisting clauses,
land acquisition responsibilities, and payment delay provisions.
3. Some construction risks such as cost overruns partially assigned to
government.
« [Political Support]
J Company secures government backing through:
1. Capital contribution tied to project listing in the MoF PPP Database.
2. Government payment commitments covering interest, guarantee fees,
and advisory costs.
3. Legal assurances to include repayments in annual budgets.
« [Credibility]
J Company ensures reliability by:
1. Partnering exclusively with large state-owned contractors.
2. Requiring financial and performance guarantees from partners.
3. Maintaining strict bank account controls to prevent fund misuse
« [Easy specification and measurability]
None
« [Flexibility]
None

Managerial Dimension
« [Capability]
J Company strengthens execution through:
1. Strategic staffing with qualified professionals (e.g., engineers,
financial experts).
2. A centralized construction management platform for oversight.
3. Training programs to enhance team skills in PPP project management.
« [Competition]
J Company optimizes financing by:
1. Selecting policy banks with strong government ties for favorable terms.
2. Comparing multiple bank offers to secure low-cost, low-risk financing.
« [Accountability]
J Company enforces responsibility via:
1. Mult level supervision (internal audits, cross-project inspections).
2. Performance-based incentives for financing teams.
3. Clear consequences for non-compliance or mismanagement.
«[Innovation]
J Company adopts creative solutions:
1. Profit Sharing: Contractors rebate a portion of construction profits.
2. Debt Service Reserves: 10-20% of project value held as payment security.
« [Economic Feasibility]
J Company ensures viability by:
1. Targeting regions with strong fiscal health and stable investment climates.
2. Conducting thorough cost-benefit analyses before project initiation.
« [Financial Accessibility]
J Company secures funding through:
1. Preferred partnerships with policy banks.
2. Strict controls over bank accounts, online banking, and payment
instruments.

Figure 4. Mapping J Company’s PIMM plan to the PPP governance model
(developed by the authors based on J Company's PIMM plan)
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The organizational dimension showcases particular-
ly robust mechanisms for transparency and stakeholder
involvement. For transparency, J Company implements
multi-layered controls including direct headquarters man-
agement of SPV finances through dedicated risk and fi-
nance departments, strict protocols governing use of all
seals and corporate document, and a dual reporting sys-
tem requiring project departments to answer to both local
management and headquarters counterparts. Stakeholder
engagement is comprehensive, with government repre-
sentatives participating in oversight of quality, safety, cost
and schedule matters, particularly for critical processes like
payment approvals and change orders. The governance
structure is meticulously designed, maintaining at least
67% equity for voting control, a carefully composed board
requiring supermajority approvals while preserving gov-
ernment veto power for major decisions, and a lean man-
agement structure that combines key leadership roles. No-
tably absent, however, are formal mechanisms addressing
trust-building and public participation — a strategic gap re-
flecting financial investors' typical focus on contractual and
operational controls over relational governance aspects.

Within the contractual dimension, J Company employs
sophisticated risk allocation strategies that fully transfer
construction risks to contractors while creatively sharing
operational risks with government partners through spe-
cific clauses addressing payment delays, cost overruns
and other contingencies. The company ensures credibil-
ity through exclusive partnerships with major state-owned
contractors and secures political safeguards by tying capi-
tal contributions to project being listed in the PPP Data-
base of the Ministry of Finance (MoF) and obtaining com-
prehensive government payment commitments. However,
the analysis revealed no corresponding governance prac-
tices related to output specification or contractual flexibil-
ity mechanisms in the PIMM framework — an omission that
may reflect financial investors’ prioritization of risk control
over adaptive governance features.

The managerial dimension reveals J Company's opera-
tional excellence through strategic capability building, in-
cluding staffing projects with qualified professionals and
establishing construction management platforms at head-
quarters. Accountability is ensured through multi-level su-
pervision systems combining internal audits, cross-project
inspections and whistleblower mechanisms, complement-
ed by performance-based incentives. Innovative financial
practices like contractor profit-sharing arrangements and
debt service reserves showcase creative solutions to inves-
tor-contractor alignment challenges. Strict financial con-
trols govern all banking activities and fund flows through
preferred partnerships with policy banks.

J Company'’s standardized PIMM plan has yielded a so-
phisticated governance system for its PPP projects, exhibit-
ing robust alignment with established theoretical principles
while addressing practical construction-phase challenges.
However, the gaps identified in J Company’s framework
(particularly in trust-building, public participation, output

(74°)

specification, and flexibility mechanisms) clearly reflect the
company's strategic prioritization of financial and opera-
tional controls over relational and contextual governance
aspects. On the other hand, while the theoretical model
achieves high coverage of J Company’s governance prac-
tices, it notably overlooks SPV governance structure — a
critical organizational governance element unique to long-
term PPP projects (Wilson et al., 2010).

3.2. Key lessons learned

J Company'’s innovative approach to oversighting PPP pro-
jects offers four significant lessons that provide valuable
insights for financial investors in infrastructure develop-
ment. These practices demonstrate effective solutions to
common challenges in PPPs while contributing to broader
discussions on optimal PPP governance structures.

The profit-sharing mechanism stands out as a partic-
ularly effective strategy for aligning contractor interests
with long-term project success. By requiring contractors
to return a portion of construction profits based on proj-
ect type and bidding conditions, J Company achieves mul-
tiple objectives. This arrangement not only partially offsets
the investor's capital costs but also helps shift the contrac-
tor's focus from short-term construction gains to the lon-
ger-term performance of the project. In governance terms,
such a mechanism can be understood as a contractual de-
vice for improving incentive alignment between financial
investors and contractors, whose interests may otherwise
diverge during the construction stage (Jensen & Meckling,
1976; Ho et al., 2015). It therefore helps mitigate the ten-
dency of contractors to prioritize immediate construction
profits over lifecycle outcomes. At the same time, the con-
tractual safeguards against quality reduction ensure that
this incentive adjustment does not come at the expense of
project quality, thereby supporting a more balanced gov-
ernance structure. This practice shows how financial inves-
tors can use relatively simple but targeted contractual ar-
rangements to reshape contractor incentives in ways that
better support project longevity.

A more comprehensive approach to contractor en-
gagement involves both risk-sharing and equity participa-
tion. J Company’s model requires meaningful contractor in-
vestment while simultaneously reducing their construction
profit margins. This dual approach fundamentally trans-
forms the contractor’'s role from a pure service provider
to a genuine stakeholder with vested interests in project
success. In governance terms, such an arrangement helps
align economic exposure with decision-making influence,
encouraging contractors to internalize the longer-term
consequences of their construction-stage actions (Gross-
man & Hart, 1986; Jensen & Meckling, 1976). Contractors
with substantial equity participation are therefore more
likely to commit to quality and long-term performance.
The risk-sharing components, particularly regarding gov-
ernment payment delays, further reinforce this alignment
by distributing key uncertainties across parties rather than
concentrating them on financial investors alone. This inte-
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grated strategy addresses what Ho et al. (2015) identified
as the "unbalanced profit pool syndrome”, where contrac-
tors serving as investors may otherwise face conflicting
priorities between construction efficiency and long-term
asset performance.

The collaborative oversight model developed with gov-
ernment entities represents a structured approach to qual-
ity control and risk management. By establishing joint su-
pervision over construction scope, quality, and progress,
J Company creates a multi-layered accountability system
that leverages government authority and external verifica-
tion. In governance terms, such arrangements strengthen
monitoring and reduce information asymmetry through
the involvement of multiple actors in key decision and ap-
proval processes (Jensen & Meckling, 1976). At the same
time, this approach reflects a complementary use of for-
mal control and relational coordination, which is particu-
larly important in PPP projects characterized by long-term
interaction and institutional complexity (Zwikael & Smyrk,
2014). However, this mechanism also involves trade-offs:
excessive intervention by public authorities may reduce
managerial flexibility and slow decision-making. Its effec-
tiveness therefore depends on maintaining an appropri-
ate balance between control and operational autonomy.

The debt service reserve fund emerges as an innova-
tive financial solution to the persistent challenge of gov-
ernment payment delays in PPP projects. By requiring
contractors to prefund potential repayment obligations
through substantial cash reserves (10-20% of project val-
ue), J Company creates a robust financial buffer against
fiscal uncertainties while maintaining project bankability.
This mechanism represents a significant advancement in
managing payment risk in emerging markets. The fund's
graduated release mechanism, tied to consecutive suc-
cessful government payments, creates powerful incentives
for all parties to maintain performance standards. The
structure cleverly transforms what would traditionally be
investor-borne financing risk into a shared responsibility,
while the return of reserves upon successful project execu-
tion ensures contractor commitment to timely completion
and quality standards.

These four lessons collectively demonstrate how finan-
cial investors can proactively design PPP governance struc-
tures to better serve their interests while maintaining bal-
anced partnerships. The approaches range from financial
mechanisms (profit-sharing and reserve funds) to stake-
holder engagement (joint oversight and contractor equi-
ty requirements). The success of these methods suggests
they merit consideration for adaptation across different
regulatory environments and project types.

4. Discussion

J Company'’s optimized PIMM plan demonstrates several
notable strengths that reflect sophisticated and effective
PPP governance. The comprehensive risk allocation and
sharing system among the financial investor, industrial in-

vestor (EPC contractor), and government, showcases an
advanced understanding of PPP risk management princi-
ples as outlined by the United Nations (2008). This system-
atic approach effectively distributes construction risks to
contractors while creatively sharing operational risks with
government partners. The framework’s emphasis upon ac-
countability architecture, contributes to a relatively robust
governance structure that helps mitigate opportunistic be-
haviors by key stakeholders. Particularly innovative are the
profit-sharing and debt service reserve mechanisms, which
creatively align investor-contractor interests while provid-
ing financial safeguards, an approach effective for long-
term partnership management.

Despite these strengths, the framework reveals sev-
eral gaps that warrant attention. Most notably, while the
system includes extensive contractual safeguards, it lacks
formal trust-building measures that are crucial for rela-
tional governance in long-term partnerships. Second, the
absence of structured channels for public engagement
represents another significant gap, particularly for proj-
ects with community impacts, as there are no established
mechanisms for community input on project design or ser-
vice standards. Third, the framework’s limited coverage of
output specifications and flexibility provisions reflects fi-
nancial investors’ traditional late-stage entry in PPP de-
velopment — a structural constraint that necessitates either
earlier involvement or more rigorous ex-ante assessment
during investment decisions.

The analysis of the case governance plan proves the
proposed theoretical model can accommodate almost all
the governance practices. All key practices represent 14 of
these elements in the model. However, noteworthy is the
detailed governance structure of the SPV (see Figure 5),
which includes 267% equity control, supermajority board
voting requirements combined with government veto
rights, and integrated leadership roles, — an element that
is conspicuously absent from the proposed PPP gover-
nance model. The analysis proposes expanding the model
by incorporating governance structure as an additional or-
ganizational element, resulting in a more comprehensive
framework comprising 19 distinct governance elements.

The empirical validation of the governance model
through J Company's practices reveals important theoret-
ical insights about financial investor governance in PPPs.
While the strong alignment confirms the model’s robust-
ness, the missing elements, particularly those related to
public participation and contractual flexibility, highlight
contextual limitations in financial investors’ typical gover-
nance scope. This partial mapping suggests that financial
investors prioritize control-oriented mechanisms (e.g., risk
allocation, board governance) over relational or adaptive
elements, reflecting their distinct risk-return calculus com-
pared to industrial partners or governments. The findings
thus support a contingency perspective on PPP gover-
nance: rather than a one-size-fits-all model, effective gov-
ernance frameworks must account for stakeholder-specific
priorities and constraints.
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« Governance Structure of SPV
J Company implements a meticulous corporate governance framework:
1. Shareholder Control: Maintains = 67% equity stake to secure absolute
voting control.
2. Board Composition:
o Nominates 2 3 directors (selected from senior management and
department heads)
o Requires 3/5 majority for board resolutions
o Retains government veto power for major decisions
3. Management Structure:
o Chairman (also legal representative) and General Manager roles combined
o Lean organizational design with matrix management

Figure 5. SPV governance structure practices in J Company'’s
PIMM plan (source: J Company’s PIMM plan)

Notably, the analysis reveals a potential governance
paradox: certain control-intensive practices (e.g., J Com-
pany department heads occupying key SPV positions) may
constitute excessive oversight that could undermine part-
nership viability. While these measures address financial
investors’ legitimate concerns, they risk creating stake-
holder asymmetries that may: 1) provoke defensive reac-
tions from other partners, 2) diminish the collaborative ad-
vantages fundamental to PPP success, and 3) ultimately
compromise project outcomes. More broadly, this tension
reflects a deeper trade-off between a control-oriented
governance logic—centered on risk mitigation and inves-
tor protection and the broader objectives emphasized in
PPP governance literature, including public value creation,
affordability and value-for-money, service outcomes, le-
gitimacy, and relational partnering. By adopting a finan-
cial investor-centric perspective, this study intentionally
foregrounds governance mechanisms that enhance con-
trol, accountability, and risk allocation under conditions of
limited operational influence. This focus enables a more
granular understanding of governance challenges that are
often underrepresented in conventional PPP frameworks.
However, such a perspective also involves analytical nar-
rowing. In particular, the limited treatment of affordability
considerations and the streamlining of institutional gover-
nance into compliance-oriented mechanisms may under-
represent governance dimensions related to public interest
and long-term service performance. Therefore, the find-
ings of this study should be interpreted as complementary
to, rather than a substitute for, broader PPP governance
frameworks. This suggests financial investors should bal-
ance control needs with partnership sustainability, as over-
governance may be as detrimental as under-governance.

It is also noted that the theoretical model adopted in
this study is designed to encompass the entire lifecycle of
a PPP project, covering the phases of development, real-
ization, operation, and transfer (see Figure 2). However, the
PIMM plan developed by J Company is primarily focused
on the construction phase (i.e., the realization stage). The
partial alignment may be attributable to the varying lev-
els and types of risk encountered at different stages of
the project lifecycle, which act as moderating factors in-
fluencing governance priorities (see Figure 2). During the
construction phase, the relationship between the SPV and
the EPC contractors becomes particularly salient. Given
the elevated risk of construction cost overruns and sched-

ule delays, financial investors may prioritize governance
mechanisms that emphasize control and risk mitigation.
In contrast, during the longer-term operation phase, fi-
nancial investors are more likely to shift their attention
toward relational and contextual aspects of governance,
such as trust-building, performance monitoring, and adap-
tive management strategies. Therefore, the absence of cer-
tain governance practices in the PIMM plan should not be
interpreted as a rejection of these governance elements
(i.e., Trust, Public participation, Easy specification and mea-
surability, and Flexibility). Rather, it reflects a strategic pri-
oritization tailored to the risk profile and relational dynam-
ics of the construction stage. This observation underscores
the need for further empirical research to explore the ex-
tent to which the theoretical governance framework aligns
with governance practices across the full lifecycle of PPP
projects, particularly in the development, operation, and
transfer phases.

It is important to interpret the findings of this study in
light of their institutional context and associated bound-
ary conditions. The focal case is situated in a develop-
ing country context characterized by evolving PPP regula-
tory frameworks and relatively strong state involvement.
As such, the applicability of these mechanisms is inher-
ently context-contingent. This study does not aim to es-
tablish universal prescriptions or to definitively distinguish
which mechanisms are generalisable across contexts. Rath-
er, it provides an empirically grounded set of governance
practices that may be interpreted as context-specific “best
practices” emerging from PPP implementation in a devel-
oping country setting. The findings should therefore be
understood as offering transferable insights rather than
directly transferable solutions. Their relevance depends on
the degree of alignment between local institutional condi-
tions and those observed in the case, requiring contextual
judgment when assessing applicability.

5. Conclusions

This study provides a novel and systematic exploration of
governance challenges confronting financial investors in
PPP projects, combining theoretical modeling with empiri-
cal validation based on J Company’s practical innovations.
Through this dual-trajectory approach, several critical in-
sights emerge that enrich both academic discourse and
practical governance strategies.

First, this study makes an incremental but non-trivi-
al contribution to the PPP governance literature by shift-
ing the analytical lens from the conventional govern-
ment- or sponsor-centric perspective to that of financial
investors. Existing PPP governance element models pre-
dominantly conceptualize governance arrangements from
the standpoint of public authorities or industrial sponsors,
implicitly assuming aligned incentives and relatively ho-
mogeneous governance capabilities. However, financial in-
vestors, who have become increasingly prominent in PPP
markets, face fundamentally different governance chal-
lenges, particularly during the construction stage where



they lack direct control over delivery yet bear significant
financial exposure. By introducing a governance element
framework tailored to financial investors, this study not
only fills a notable gap in the literature but also reveals
that PPP governance should be understood not merely as
project governance, but as a hybrid of project governance
and corporate governance. Given the long lifecycle and
quasi-corporate nature of SPVs, governance effectiveness
depends on mechanisms that align both project-level in-
centives and firm-level control structures. This perspective
extends existing models (e.g., Xiong et al., 2019) which
largely overlook the corporate governance dimension em-
bedded in PPP arrangements.

Second, the case study of J Company substantiates the
theoretical model while also revealing practice-driven en-
hancements. Specifically, the case firm’s governance in-
novations, including contractor profit-sharing, integrated
risk-transfer mechanisms, joint oversight systems, and the
establishment of debt service reserve funds, demonstrate
feasible pathways to mitigate financial investors’ risk ex-
posure and assert greater operational influence. These
mechanisms are especially effective in rebalancing incen-
tive structures, enhancing transparency, and managing fis-
cal risks in environments with weak institutional guaran-
tees. The strong alignment between theory and practice
reinforces the model’s practical relevance, while also sug-
gesting refinements, such as the inclusion of SPV gover-
nance structure as a formal component of organizational
governance.

Third, the study surfaces a nuanced governance para-
dox: while increased control mechanisms strengthen in-
vestor protection, excessive oversight, such as unilateral
decision-making or deep managerial embedding, may in-
advertently undermine cooperative dynamics essential to
PPP success. This tension underscores the importance of
striking a strategic balance between financial control and
partnership viability. Accordingly, governance frameworks
must remain context-sensitive and stakeholder-specific,
recognizing that financial investors may prioritize differ-
ent dimensions of governance depending on their lifecycle
involvement and project risk profile.

Theoretically, this study advances PPP governance re-
search by explicitly incorporating the financial investor
perspective and by conceptualizing PPP governance as a
dual-layer system combining project governance and cor-
porate governance. From a managerial and policy per-
spective, the findings suggest that effective PPP gover-
nance, especially under increasing participation of financial
investors, requires institutional arrangements that go be-
yond traditional contractual structuring and risk-sharing
approaches. Mechanisms such as equity participation,
profit rebalancing, and contractual safeguards should be
designed to ensure incentive compatibility across actors
with heterogeneous capabilities and objectives. For poli-
cymakers in developing PPP markets, the case further in-
dicates that adaptive, context-sensitive governance in-
novations can serve as practical solutions to institutional
constraints, while also offering transferable insights for
similar environments.
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Nonetheless, the study has certain limitations. The re-
liance on a single-case design restricts the generalizabil-
ity of findings, particularly across diverse PPP sectors and
governance regimes. Moreover, the focus on govern-
ment-payment models may limit applicability to user-pay
or blended-finance PPPs. Finally, the governance practic-
es evaluated primarily pertain to the construction phase,
leaving the model’s validity across the development, op-
eration and transfer stages to be further explored.
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