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The macroeconomic disturbances of the 1970s and 1980s led to rapidly increasing levels of public debt, which resulted in exerting pressure for a change in the traditional
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standard public procurement model (Rakić and Rađenović, 2011). According to Bovaird and Löffler (2003, p. 17), these drivers of change pushed most Western countries towards making the public sector ‘lean and more competitive, while, at the same time, trying to make public administration more responsive to citizens’ needs by offering value for money, choice flexibility, and transparency’ (OECD, 1993, p. 9 cited in Bovaird & Löffler (2003: 17)). Consequently, ‘the perceived lack of effectiveness and efficiency of traditional bureaucracy led to the emergence of alternative management models’ (Essig & Batran, 2005, p. 221). New Public Management (NPM) came to be applied in literature as a label typically given to the contemporary paradigm shift in public administration applied to a set of reforms spanning over the past 20 years (Essig & Batran, 2005; O’Flynn, 2007). These reforms, for Hood (1991), represented a paradig- matic shift from the “traditional military-bureaucratic ideas of ‘good administration’, with their emphasis on orderly hierarchies and elimination of duplication or overlap” (p. 5). Essig and Batran (2005) state that embedded in the established business administration concepts and principles of private sector institutions, NPM attempts to profit from developments in the private sector. The authors identify some of these as decentralization, concentration on core competencies, outsourcing and supply chain management.
Public-private partnerships, which especially gained importance at the beginning of 1990s, act as an instrument of NPM (Rakić & Rađenović, 2011). The model bears particular significance and importance in the context of a developing country, such as Pakistan, whose public sector has undergone fundamental changes with the privatisation of public enterprises in the 1990s (Khan, 2003). Another phase of reform started in mid 2000s when it was realised that government ministries and departments, despite huge investments over the years, have failed to upgrade certain important sectors which had great potential for contributing to the country’s development. This realization reflected tacit acceptance of failure on the part of government to meet the needs and demands of stakeholders. The result was the outsourcing of some functions (Torres & Pina, 2002) in selected sectors, and including private sector management practices in the public sector (Hood, 1991, 1997; Pollitt, 1993; Siddiquee, 2010). This also led to the creation of joint and collaborative efforts between the two to benefit from each other’s knowledge, experience and expertise (Hardcastle & Boothroyd, 2003; Sindane, 2000; Tanninen-Ahonen, 2000; Torres & Pina, 2002). One form this collab- oration has taken in Pakistan is Public Private Partnership (PPP), with which the country willingly experimented.
With this backdrop, the Ministry of Industries, Production & Special Initiatives (MoIP&SI), Government of Pakistan, established several sector-specific not-for-profit companies under the Companies Ordinance, 1984. These companies functioned on the basis of ‘publicly funded, privately managed’ model in which the public sector provided funding, while the private sector managed them. The Ministry, these companies and PISDAC1 (2008) claim that these companies operate on the basis of Public Private Partnership. The private sector lacks the resources which the public sector has made available, while the public sector, having little practical knowledge of the sector, has benefitted from the experience and skills of stakeholders as private sector directors on the boards of these companies.



1  Pakistan Initiative for Strategic Development and Competitiveness.




The establishment of these companies generated a lot of controversy from day one. Though the proponents of this model call this a paradigm shift in public sector management in the country, others term it as an attempt on the part of influential private sector individuals to enjoy perks and privileges at the expense of public exchequer. According to them, the private sector had limited stakes in ensuring the profitability and sustainability of these companies and could comfortably abandon them in case of failure.
This paper reviews the “publicly funded, privately managed” model from two perspectives:

1. whether the PPP model meant to create synergy between the public and private sectors and termed public private partnership falls within the parameters defined in the literature on PPP?; and
2. whether the establishment of these companies on this model is a case that is tantamount to the public subsidy of private interests?

It is important to note that the two questions are not mutually exclusive. Rather, the very assertion of rent-seeking stems from the model itself. If the model fails on the litmus test of what constitutes public private partnership, the charge of public subsidy of private interests may look plausible. A situation where the financing is done by one party, while the other one simply manages it to his private advantage can hardly be called PPP. The analysis also attempts to determine the extent of contribution made by each party in the strategic direction provided to these companies.
To answer these questions, this research reviews evidence at both the primary and secondary levels. The primary evidence was collected with the help of semi-structured interviews and discussions with the officials of the companies, MoIP&SI and Planning Commission during 2009–11. The secondary sources of information are grey literature, feasibility studies undertaken by the companies to initiate projects, and comments of the Planning Commission on monitoring their performance.
This paper is structured as follows: Following this introduction, the next section presents a theoretical overview of PPP and explores the role that PPPs play in the social and economic development of a country. “Public-Private Partnership: Conceptualizing the Model” reviews literature as to what constitutes such partnerships and what are their main components and features. “PPPs and their Development in Pakistan” provides the country context and discusses the emergence of PPP in Pakistan. The penultimate section analyses the status of these companies as public private partnership, while the last section concludes discussion on the subject.


[bookmark: Theoretical_Overview_of_Public_Private_P]Theoretical Overview of Public Private Partnership

The 1990s saw the establishment of PPP as a key tool of public policy across the world (Osborne, 2000). According to Hodge and Greve (2009), PPPs are loosely defined as co-operative institutional arrangements between public and private sector actors, but few people agree on what a PPP actually is. Cooperation between the public and private sectors is not new. History indicates that there has always been some degree of co- operation between the public and private sectors (Wettenhall, 2003, 2005).    Linder


(1999) points out that popularisation of the term public private partnership has “mul- tiple grammars” attached to it. It is almost impossible to devise a comprehensive taxonomy of PPP arrangements due to the heterogeneous models of PPP adopted by different countries. However, with the notoriety attached with the word privatisation (see Khan, 2003 for discussion), governments found it expedient to use the term “public private partnership” or “contracting out”, which did not have historical strings attached to it.
Hodge and Greve (2007) find the following five families of PPP:

· Institutional co-operation for joint production and risk sharing
· Long-term infrastructure contracts with tight specification of outputs such as private finance initiative (PFI)
· Public policy networks with emphasis on stakeholders analysis
· Civil society and community development
· Urban renewal and downtown economic development

Partnership implies a joint and voluntary effort for a common purpose (Farazmand, 2004). According to European Commission (2003), PPP is a partnership between the public and private sectors for the purpose of delivering a project or service traditionally provided by the public sector.  Carroll and Steane (2000, p. 38) define PPPs in broad terms as  agreed,  co-operative ventures that involve at least one public and one private sector institution as partners’. Bovaird (2004, p. 199) calls this “working arrangements based on a mutual commitment (over and above that implied in any contract)  between  a public  sector  organization  with  any  organization  outside  of  the  public sector”.
In the US, National Council for Public Private Partnership defines PPP as a ‘contractual arrangement between a public sector agency and a for-profit private sector developer, whereby resources and risks are shared for the purpose of delivery of a public service or development of public infrastructure’ (cited in Li & Akintoye, 2003). The Canadian Council for Public Private Partnership  (2010) also assumes a formal definition when it defines PPP as a ‘cooperative venture between the public and private sectors, built on the  expertise  of  each partner, which best meets clearly defined public needs through the appropriate allocation of resources, risks and rewards’. Van Ham and Koppenjan (2001, p. 698) also emphasize the sharing of risks, costs, and resources which are connected with these products ‘through an institutional lens’.
Public Private Partnerships have played a significant part in the social and economic development of countries. Historically, such development-related efforts have relied on either foreign aid or economic growth to provide necessary resources and services to those who needed them (Hamilton & Holcomb, 2012). According to the authors, a number of problems, however, arise with such an approach: ‘first of all, relying on economic growth to create the necessary institutions can take too much time to meet the requirement for essential public services (e.g. safe drinking water, hospitals, transport infrastructure, etc.). Secondly, aid and contract work does not build local capacity to provide services and infrastructure, and finally, a lack of public sector involvement can result in disastrous long-term  effects  on  health,  security  and  the  environment’.    Project


sustainability and viability are important issues that are addressed if effective long-term partnerships are developed between the private and public sectors. Lawson (2011) states that  partnering  with  the private  sector  is  widely believed to increase the likelihood that programs will continue after government aid has ended, and from the private sector perspective, partnering with a  government agency can bring development expertise and resources, access to government officials, credibility, and scale. According to Runde et al. (2011) such partner- ships enable public-sector actors to tackle development issues by leveraging non-traditional resources, expertise and market-based approaches that  can  pro- vide  better,  more  sustainable outcomes.
Given the increasingly popular application of the model, a growing body of literature suggests that governments and NGOs, when working together as partners, tend to complement each other’s efforts towards achieving human, economic and social development. Over the years, PPPs have been celebrated by international development agencies as a key strategy for delivering services to countries of the developing world (Lawson, 2011; Miraftab, 2011; Runde, et al., 2011). Runde, et al. (2011) state that during the past 10 years, changes in the international development strategic landscape have made public-private partnerships a more mainstream part of development policy. The authors attribute globalization, deeper integration of economies, marquee partner- ships with private philanthropies, global non-governmental organizations (NGOs), and multinational corporations to the popularity and widespread application of the model. Effective partnership becomes the basis as well as a pre-requisite for sound governance in an increasingly globalized world. This also entails sharing power, responsibility, and achievement, rejecting the age old notions of authoritarian, bureaucratic government with unilateral decision making and implementation (Farazmand, 2004).
Out of the United Nations’ Millennium Development Goals, the 8th calls for ‘developing a global partnership’, with ‘an emphasis on the private sector to increase global access to information technology and pharmaceuticals’ (Lawson, 2011, p. 1). Hohfeld (2009) suggests that such partnerships are meant to involve the private sector in order to increase the impact of development activities by allocating financial resources, skills and expertise of the private sector and are vital for reaching economic, social and environmental development goals.
According to CropLife International (2012, p. 2),2  in order to meet the challenges of
an ever-growing population, ‘a good way is through the partnership of the public and private sectors – working together for mutual growth and benefit. These collaborations enable goals, resources, expertise and risk to be shared; ensuring scientific innovations become valuable tools for farmers’. The Federation further states that the public and private sectors often play different roles in terms of research and commercialisation as they both possess a broad range of complementary abilities, resources and expertise. To combine these elements into a successful project, partners need to consider a variety of factors. These factors, highlighted below in Box 1, if duly considered can lead to the formation of successful and long-lasting partnerships that can contribute positively towards development-related efforts.



2 CropLife International is a global federation representing the plant science industry. It supports a network of regional and national associations across 91 countries.


Box 1: Building successful public-private partnerships


· The public and private sectors must each voluntarily participate in the collaborative project for mutual growth and mutual benefit –there must be a benefit for all partners.
· Each collaborative effort is a unique partnership with its own set of mutually agreeable terms and objectives, roles and responsibilities, and shared capacity-building and resources.
· Partners must recognise, acknowledge and accept what each sector can offer – from resources to talent, relationships or knowledge. Public-private partnerships are inherently about working towards a common goal that can be accomplished more efficiently and effectively through partnership.
· Public-private partnerships rely on a spirit of openness and transparency – including clear lines of communication and respecting and being receptive to different solutions and ideas. Most importantly, there is no one-size-fits-all approach to successful partnerships.
· Creating the right environment for partnerships will often require collectively addressing regulatory and legislative frameworks – including intellectual property rights and product and technology diffusion – to turn new ideas into innovative products for farmers.
Source: (CropLife International, 2012, p. 12)


According to Clinton (2009), ‘by combining strengths, governments and philan- thropies can more than double their impact. The multiplier effect continues if we add businesses, NGOs, universities, unions, faith communities, and individuals. That’s the power of partnerships at its best – allowing us to achieve so much more together than we could apart’. As PPPs are characterized by joint planning, joint contributions and shared risk, they bring fresh ideas to development projects and are viewed by many development experts as an opportunity to leverage resources, mobilize industry exper- tise and networks (Lawson, 2011). Runde, et al. (2011) argue that although not a solution to every development problem,  public-private  partnerships  are  now seen as a possible approach to address strategic development issues by leverag- ing the resources and skills of a range of actors in creative ways to reach better development  outcomes.


[bookmark: Public-Private_Partnership:_Conceptualiz][bookmark: _bookmark0]Public-Private Partnership: Conceptualizing the Model

Through an extensive literature search and review, this section identifies different elements whose presence constitutes public private partnership. As discussed earlier, PPP is an amorphous concept; however, this section carefully sifts through body of knowledge on the subject and tries to determine the broad contours and parameters of PPP. These dimensions are elaborated at length in a subsequent section (Findings and Analyses), and serve as a yardstick for assessing the “publicly funded, privately managed model” as a PPP. In a PPP model, the public and private sector organisations or entities enter into formal contractual relationships (Wettenhall, 2007), where the public sector acts as a ‘principal’, while the private sector is an ‘agent’. Private organisations may include business organisations, not-for profit organisations, development agencies and interna- tional organisations. In a typical PPP relationship, the public sector always remains responsible for deciding the nature of services to be provided, the quality and perfor- mance standards of these services and taking corrective action if the performance falls below expectations, while the private sector implements and executes the project
(Akintoye et al. 2003b; European Commission, 2004).

The success or failure of PPP is predicated on the precise definition of tasks assigned to the agent, the measurement of an agent’s performance, and the extent to which a principal can control and monitor it during the currency of the contract (Laffont & Martimort, 2002). Performance measurement of the private entity against agreed indictors is considered an important element of PPP (Ng & Wong, 2006).
While governments work to serve the public in capital investment projects, private partners are generally ‘focused on recouping [their] investment and on generating a profit’ (Buxbaum & Ortiz, 2007, p. 8). However, PPPs can be especially successful in areas where the public-interest objectives are generally aligned with the cost-saving behaviour of the private party (European Commission, 2004).
PPP underlines the co-operation of long term durability (Van Ham & Koppenjan, 2001); this collaboration cannot take place in short-term contracts (Bovaird, 2004; Broadbent & Laughlin, 2003).
Allocation of risk is central to any PPP arrangement (Renda & Schrefler, 2006). Since both the public and private sector organisations have different comparative advantages (Hodge, 2009; Pollitt, 1993); by joining hands, they complement each other’s competencies (Yang, 2000) through appropriate allocation of resources, risks and rewards (Akintoye et al. 2003a; Cumming, 2007; Klijn & Teisman 2005). The risks should be distributed to the part best suited to absorb or bear it (Laffont & Martimort, 2002). A further advantage is that the public and private sectors can share risks at different stages of the partnership (Shen et al. 2006).
Governments have shown different preferences with respect to funding arrange- ments. The majority of PPPs in Canada and the United States are publicly funded, whilst the majority in Australia are privately funded (Hodge, 2009). This shows that private financing or investment is not a pre-requisite for PPP, though this is preferred in many countries where private investment is meant to free public resources for fulfilling other obligations (Grout & Stevens, 2003; Maskin & Tirole, 2008; Sedjari, 2004; Vining & Boardman, 2008). However, some researchers prefer non-private funding over privately funded PPP (Brinkerhoff & Brinkerhoff, 2004; Ng & Wong, 2006).
Co-operation between the public and private sectors resulting from PPP should lead to the development of new and better products or services that no organisation, either the public or the private, is able to produce alone (Van Ham & Koppenjan, 2001). However, this will not be so in the case of brownfield projects such as service contracts. Table 1 sums up the framework of PPP described above:


[bookmark: PPPs_and_their_Development_in_Pakistan][bookmark: _bookmark1]PPPs and their Development in Pakistan3

The name of Ministry of Industries and Production was changed to Ministry of Industries, Production & Special Initiatives 4   in 2005.  The addition of ‘Special


3 Government of Pakistan approved formal guidelines for Public Private Partnership in May 2010. Therefore, the discussion on PPP does not include that. It is also important to note that Ministry of Industries was the first to take initiative in this regard.
4 Ministry of Industries, Production & Special Initiatives was later bifurcated into three ministries, i.e. Ministry
of Industries, Ministry of Production and Ministry of Special Initiatives. Under the 18th amendment, Ministry of Special Initiatives was abolished in 2010 and its functions delegated to the provinces. Ministry of Industries and Ministry of Production were again merged into one ministry by the new government in June 2013.


[bookmark: _bookmark2]Table 1 Constituting a PPP framework Element	Description
1. Meeting public objectives	Public sector, not the private partner(s), typically decides the nature of
services to be provided. PPPs aim to fulfil public objectives that dovetail with those of the private sector. In this respect, there is a principal (public sector) – agent (private sector) relationship between the two.
2. Existence of formal contract Public and private sectors should enter into a formal contract.

3. Long term co-operative relationship

PPP should result in a long term partnership between the two sectors.

4. Alignment of objectives	Partnership capitalises on the strengths of respective partners.

5. Identification of explicit targets

Public sector should identify explicit targets for private partner(s) to achieve during a certain period of time.

6. Measuring performance	Public sector should measure the achievement of targets/ objectives specified
for the private sector.

7. Greater value for money (VfM)
8. Potential sharing of rewards/ benefits

Partnership should result in greater VfM than would have been possible without it.
The public and private sectors should share rewards and benefits of PPP.

9. Better risk management	PPP should lead to better risk management or risk sharing between the two
partners.
10. Financing/investment	Though not a prerequisite, both the public and private sectors should
preferably finance the PPP project.

11. Development of new products/ services


PPP may result in the development of new products or services.



Source: Authors’ compilation

Initiatives’ reflected a new thinking in the public sector for finding “out of box” solutions for long-standing problems. The solution was found in creating a synergy between the public and private sectors and benefitting from the respective strengths of each. The public servants sitting in their offices had little knowledge about on-ground realities. The creation of these companies reflected a high degree of trust, consultation and co-operation amongst government, industry and academia. Thus, in the words of Farazmand (2004), an effort was made to develop participatory and partnership-based governance based on trust and mutual interest. It also allowed the government to benefit from the expertise of private sector management, well-conversant and well- experienced in that sector.
The Special Initiatives were primarily sector-specific. A number of companies established under them aimed to enhance the efficiency and productivity of their respec- tive sectors. The names of the sectors and companies established are given in Table  2:
Before the establishment of these companies, there were detailed discussions amongst the stakeholders who were selected by the Ministry from their respective sectors. The stakeholders were brought under a common platform called Strategy Working Group (SWOG), which was an informal gathering of representatives from relevant government departments as well as professionals, academicians and business- men. A number of SWOGs were formed, one each for the marble & granite, dairy, gems & jewelry, hunting and sporting arms, and furniture sectors. Each SWOG,

[bookmark: _bookmark3]Table 2  Names of sectors, companies and year of incorporation

	Name of the sector
	Name of the company
	Year incorporated

	i. Technology and skills development
	Technology Upgradation and Skills Development Company (TUSDEC)
	2005

	ii. Industrial parks
	National Industrial Parks Development & Management Company (NIP)
	2005

	iii. Dairy sector
	Pakistan Dairy Development Company (PDDC)
	2005

	iv. Marble & granite sector
	Pakistan Stone Development Company (PASDEC)
	2006

	v. Gems and jewellery sector
	Pakistan Gems & Jewellery Development Company (PGJDC)
	2006

	vi. Hunting and sporting arms sector
	Pakistan Hunting & Sporting Arms Development Company (PHSADC)
	2006

	vii. Furniture sector
	Furniture Pakistan
	2007

	Source: Authors’ Tabulation
	
	



funded by PISDAC (a USAID project), deliberated upon the existing status of its sector. The result of these several months’ long deliberations was the preparation of a Strategy Document for each sector and its presentation to the government. It was also decided in the document that to implement the strategy, a sector-specific not-for-profit company should be incorporated under MoIP&SI.
These companies functioned on the basis of “publicly funded, privately managed” model in which the public sector provided 100 % financing (both operational and project), while their management was in the hands of the private sector. Two-third directors in the Board were businessmen from the same sector, which the company was created to support. This was done to ensure that the company is managed by those who know what is to be done to upgrade that sector. This also ensured that these companies worked with the flexibility and independence commonly associated with the private sector. The remaining one-third directors were government representatives from MOIP&SI, Ministry of Finance and other relevant government agencies and depart- ments. The directors from the public and private sectors provided overall policy guidelines, reviewed the progress of work and monitored the achievement of objectives on a regular basis through their presence on the Board.
However, the majority presence of the private sector directors created a potential conflict of interest since these businessmen, being Board members, could benefit from the activities of the companies more than other entrepreneurs in that sector. This was counterbalanced by the presence of 1/3 board members from the public sector. Their presence not only protected public interest but also safeguarded against the accusation of conflict of interest. The presence of public sector members proved useful when the Board Chairman of one company had to resign due to the evidence of conflict of interest against him.


[bookmark: Findings_and_Analyses][bookmark: _bookmark4]Findings and Analyses

“Public-Private Partnership: Conceptualizing the Model” reviewed the body of literature on what constitutes partnerships between the public and private sectors, along with their main components and features, while “PPPs and their Development in Pakistan” provided an insightful account of the emergence of such partnerships in Pakistan. In the following paragraphs, using PPP elements as a touchstone and point of reference, the status of “publicly-funded privately-managed model” is discussed as a PPP arrangement across a number of domains. Evaluation of the model is based on interviews, review of grey literature about and feasibility studies prepared by these companies, and the periodical reviews of these companies undertaken by Planning Commission.

Meeting Public Objectives The companies established under ‘publicly funded, privately managed’ model have been incorporated under Section 42 of the Companies Ordinance, 1984. Section 42 companies, by their very legal status, are not-for-profit entities. The inclusion of Board members from the public sector ensures that the public interest rather than the private one remains supreme. The public objectives are also protected in another way. The companies prepared feasibility plans for implementing their strategies and sought approval for the financing of different projects from the Planning Commission. The Commission ensured at the time of scrutinising these plans that the public interest is protected in each case. As a whole, we can say that the strategic direction of the companies is set by the public sector, not only through the Planning Commission, but also due to the presence of public sector directors on the Board of these companies. In this way, the private sector works as an agent of the public sector.

Existence of Formal Contract There is no formal contract between the public and private sectors. Though the Strategy Working Groups (SWOGs) recommended the establishment of each company, there was as such no institutional arrangement between different entities from the public and private sectors. The SWOG, a platform for public- private dialogue, consultation and co-ordination, was an informal gathering and had no legal status. The corporate governance framework of the companies brought them together through the aegis of the Board. Though the public and private sectors agreed to work together in a cooperative manner, there was no formal legal contract to this effect between the two.

Long Term Co-operative Relationship There is a long term co-operative relationship between the public and private sectors. This co-operation started informally through SWOGs and matured in the form of companies. Through their participation in the Board of these companies, the public and private sectors have agreed to engage into a long term cooperative relationship. It is through consultation and cooperation that they develop and approve feasibility plans, and jointly approached the Planning Commis- sion or Ministry of Finance for their subsided funding. Whether it is Doodh Darya5 or Square Block, 6 the strategies were developed by private sector experts, but were approved by a Board manned by both the private and public sector representatives.

Alignment of Objectives It is important for a PPP arrangement that the objectives of the public and private sectors are aligned and they are able to maximise their utility


5 Urdu name of the strategy document developed and used by Pakistan Dairy Development Company which lliterally means “Milk River” or “River of Milk”.
6  Strategy developed by Pakistan Stone Development  Company.




functions. The public sector that has a not-for-profit orientation and the private sector that works to increase the shareholders’ wealth are able to join hands in a relationship that benefits both. In the case of these companies too, the public and private sectors, despite their different set of objectives, have joined hands to their mutual benefit. The private sector received subsidized (interest-free) funding from the government as well as technical input from international experts that it could not afford on its own, while the government aimed to increase tax revenues, increase employment, and socially and economically integrate some remote and marginalized regions in the country.

Identification of Explicit Targets The Strategy Documents, prepared by SWOGs, stip- ulated certain targets with broad timelines which, the SWOGs felt, could be achieved if requisite funding was provided by the Government. These were further developed and refined in the feasibility studies submitted to the Planning Commission for obtaining finances. These targets were set and approved by the Board of these companies as well as the Planning Commission of Pakistan. These targets included specific milestones for output and exports etc. for five, ten and fifteen years for each sector, as well as the identification of different steps that would make it possible.

Measuring Performance This is an important aspect of PPP. However, in this case, the situation is quite complex. The targets set by the companies were actually endorsed and forwarded to the Planning Commission by Secretary, MOIP&SI under his signatures. In this way, the Ministry became their co-sponsor and co-owner, and it cannot objectively measure its own performance. Still, the Ministry has tried to keep an arm’s length distance from the companies’ projects and impressed upon them the need to perform well. It has set up a Monitoring Cell to assess the performance of different development projects of these companies. Similarly, it has also asked the companies to be accountable to the Planning Commission for their performance.

Greater Value for Money No independent study has been undertaken to confirm whether value for money has been achieved through these companies. Assessing the performance of these companies is also beyond the scope of this study.

Potential Sharing of Rewards/Benefits The companies have been established to up- grade their respective sectors. Due to the synergy created by the industry-government- academia nexus, these companies were able to lobby the government and got approved 33 policy reforms across different sectors (PISDAC, 2008). The fact is that if they are able to achieve their objectives as set out in the strategy documents and feasibility studies, this will greatly benefit the private sector and result in greater tax revenue to the government.

Better Risk Management All the companies set up by the Ministry have been funded by the public sector. The private sector has contributed only small sums (solely to PDDC) towards either their equity or operational funding. However, the companies have made provisions that preference should be given to those private sector individ- uals or companies that are able to contribute financially or materially in the develop- ment project. For example, PDDC, in its business model, ensured that the private sector contributed equity to the project cost (10 – 25 %), and commercial banks provided


loans at their own risk to the private party. Similarly, Pakistan Stone Development Company made provisions that those mines were shortlisted for upgradation whose owners agreed to contribute a greater share to the project cost. However, these are company projects. There is no risk sharing or better risk management between the public and private sectors in the companies themselves.

Financing/Investment Except for very limited funding to PDDC, 7 which received pledges worth Rs.107.00 million from ten corporate clients, of which only part was received by the Company (Private Communication), the private sector has not contrib- uted any funds towards the establishment or operation of these companies. Almost all the funding for company projects came from the Development budget of Government of Pakistan or obtained from commercial banks as loans under guarantee from the government.

Development of New Products/Services While the SWOGs had developed strategies and business plans for the upgradation of their respective sectors, the detailed feasibility studies provided information about new products and services. Earlier discussion on better risk management talked about about shortlisting of those entrepreneurs who agreed to share greater cost for the upgradation of their mines. The same business model was adopted by PDDC. Unlike other purely publicly managed projects, where money was doled out to the recipients without cost sharing, this model involved the stakeholders by raising their stakes in the project. In addition to obtaining funds from Planning Commission, PDDC also approached the commercial banks, with request to grant loans to their shortlisted applicants after carrying out their own risk analysis. The loan was subsidized as the Ministry of Finance, rather than the recipients, agreed to guarantee and pay interest on the loan so forwarded.
Table 3 sums up the status of ‘publicly funded, privately managed’ model vis-à-vis PPP as discussed in the preceding paragraphs.
The discussion and analysis in the preceding paragraphs show that the synergy created through government-industry-academia nexus has led to the development of sustainable business models and introduction of better products and services. However, unlike traditional, typical public enterprises which themselves were engaged in manufacturing/providing services and thus became competitors of the private sectors, these PPP companies simply facilitated the private sector. They did not start their own business ventures. This facilitation, at least theoretically and on paper, was done through a competitive process. The private sector partners were selected through advertisements in national and regional newspapers as well as sector associations. The element of cost-sharing further added transparency to the process. The result is that though there have been complaints of favouritism and conflict of interest against these companies (one Chairman had to resign due to these complaints), no one protested that these companies distorted the market or its products induced inefficiency. Market distortion was also avoided since, except for PASDEC and PDDC, all the companies were engaged in activities, in which the private sector did not participate. Except for NIP, which is exclusively engaged in the establishment of industrial parks, all other companies are engaged in a mix of activities which include training, skill and


7  www.pddc.com.pk accessed on June 2, 2010.




[bookmark: _bookmark5]Table 3 Applying the PPP framework on ‘Publicly Funded, Privately Managed’ model

Element	Status


1. Meeting public objectives	Yes
2. Existence of formal contract	No
3. Long term co-operative relationship	Yes
4. Alignment of Objectives	Yes
5. Identification of explicit targets	Yes
6. Measuring performance	Yes
7. Greater value for money	?
8. Potential sharing of rewards/benefits	Yes
9. Better risk management	No
10. Financing/investment	No
11. Development of new products/ services	Yes





infrastructure development. TUSDEC, PASDEC, PGJDC, PHSADC and Furniture Pakistan have established Common Facility & Training Centres (CFTC), which pro- vide training in different skill sets and also help small firms through consultancy and manufacturing facilities.
It is also important to note an important caveat. Most of the literature on public private partnership falls in the domain of infrastructure development. Amongst these companies, only NIP is exclusively into the business of infrastructure development. PDDC acts as consultant to farmers, while its Cooling Tank and Model Farm Programmes provide them with resources to upgrade infrastructure facilities based on cost-sharing. In addition to CFTCs, PASDEC has also leased mines from the private sector and made considerable investments to upgrade them. In this sense, except for NIP, the PPP framework is only partially applicable to them.


[bookmark: Conclusion_and_Policy_Implications]Conclusion and Policy Implications

This paper highlights how partnership between the public and private sectors can promote public interest. Relying on the respective strengths of each, such partnership has the potential to create synergy, and can lead to positive outcomes through exchange of knowledge, experience and expertise between the public and private sectors. A key policy aspect that needs to be embedded in the model’s design is the development of Key Performance Indicators (KPIs) and the performance review of a private entity against them. In order to minimize potential conflict of interest and rent-seeking by the private sector, the paper emphasizes that the model needs greater degree of transpar- ency and accountability.
The creation of public-private partnership organisations under the Ministry of Industries, Production and Special Initiatives in Pakistan meets most of the standards and benchmarks that the literature on PPP has specified. However, some of the elements such as co-operation between two or more public and private sector entities, existence of formal contract, and better risk management/risk sharing are missing. Therefore, these companies are not true representatives of PPP.  They do,   however,


represent a high degree of trust, consultation and co-operation amongst government, industry and academia, which are a pre-requisite for sound governance.
It is also pertinent to add here that in the absence of risk sharing or KPIs, the “publicly funded, privately managed” model is tantamount to government subsidising the development of some selected sectors through publicly funded companies managed by the private sector. This situation is not dissimilar to the one where government funds the provision of social services such as schools or health facilities through private and non-profit actors.
It is also important to note that these companies are providing a mix of skills upgradation and infrastructure development activities. It is, therefore, not appropriate to apply the criteria used for typical infrastructure projects. It will also be fair to add that PPP is in its early days in Pakistan and the private sector needs to develop confidence before it can co-finance projects with the government. The development of a successful Public Private Partnership is still a big challenge for the policy makers in the country.
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