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Diversifying PPPs (1)
A consideration of passive risk sharing through contracts and active risk
management through governance of decision—making and business management in PPPs

~ Utilizing PPP entities to complement PPP projects ~

Fumihiro NAKAMURA
Professor

Course of Public—Private Partnership, Graduate School of Economics

TOYO UNIVERSITY

Joint-ventures with governments and private companies were distributed through
Japanese locals as a PPP method with agility, flexibility, and expandability, in
1990s. But after collapse of the bubble economy, financial condition of many PPP
joint-ventures worsened significantly due to lacks of transparency, fairness, risk
awareness, and contract concepts. As a result, the PFI Act was enacted in 1999,
and “passive risk allocation through contracts” was thoroughly implemented
leading to significant progress in PPPs.

However, new PPP methods are now required that can respond to small-scale PPP
projects with agility, flexibility, and expandability, while needs for public
services are diversifying and external environment is also changing rapidly. One
of them is PPP entities created by governments and private companies, which promote
PPP projects with “active risk management through governance of decision—making
and business administration”

To date, there have been advances in governance methods with revision of the
Commercial Code, enactment of the Companies Act, public accounting reforms and
advanced investment management by local governments, and advanced financing methods.
Therefore, there is little risk of the PPP joint-venture problem of the 1990s

recurring in modern PPP entities
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