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Abstract 

 
The aim of this paper is to examine the role of private sector in Japan’s ODA. This 

paper specifically presents the research about the Public Private Partnerships (PPPs) as 

one of the way to involve private sector into development. PPPs have become a major 

scheme in supplying the needs of public works and improving the efficiency of project 

delivery. The administration of PPP projects, however, is a challenging task because the 

governance of PPPs involves unique relationships between public and private parties as 

well as complex financing issues. The private sector has long history in Japan’s ODA. 

Japan has been utilizing the private sector though variety of ways to supplement the 

lack public works and maximize the impact and effectiveness in ODA. 

First, this paper gives overview of how the private sector engages in the development 

cooperation field and what their roles are, reviewing existing literatures on private 

enterprises and development. It also examines the current situation of PPP. Then it 

narrows down to analyses on PPPs in Japan’s ODA. And finally, the paper takes a close 

look at what roles private sector, especially PPP, has being playing Japan’s ODA. It, 

finally, identify the recommendations for the future possibilities over how Japanese 

companies can cooperate with the government to help developing countries to develop, 

and how Japan can make PPP more efficient in their aid strategy. This paper contributes 

to the theory and practice by providing a framework for understanding how the PPP 

governance in Japan can be designed better. 

 

 

  



 3 

Table of Contents 
Chapter 1. Introduction       6 

1.1 Background study 

1.2 Research Question and Purpose of this thesis 

1.3 Topic Delimitation 

 

Chapter 2. Methodology       11 

2.1 Methodology  

2.2 Limitations 

 

Chapter 3 Conceptual perspective      13 

3.1 Defining terms 

3.3 Defining the Public Private Partnership 

3.2 Definition of Aid 

3.4 Choice of PPP 

3.5 Origin of PPPs and how major donor employ the tool 

3.6 Methods to engage private sector in development cooperation, and the focus on PPP 

   3.6.1 FDI in development 

   3.6.2 CSR in development 

 

Chapter 4. Theoretical analysis      19 

4.1 Aids and Development Cooperation 

   4.1.1 After World War II to the 1980s 

   4.1.2 From the 1990s to present 

4.2 Theoretical perspective and motivation of PPP 

   4.2.1 Responding for demand of financial recourses 

   4.2.2 Value for money  

   4.2.3 Risk allocation 

   4.2.4 Maximizing the use of each sector’s strength 

   4.2.5 Political motive of companies 

4.3 Summary of this section 

4.4 Disadvantages and Risks of PPP 



 4 

 

Chapter 5. PPP and ODA, and case of Japan     32 

5.1 PPP in ODA (in general) 

5.2 Japan’s ODA in aid framework 

5.3 Characteristics of Japan’s aid  

   5.3.1 ODA volume 

   5.3.2 Aid approach 

   5.3.3. Risk management 

   5.3.4 Untying the aid  

   5.3.5 Aid modalities 

   5.3.6 Bilateral ODA allocation and Geographic distribution 

   5.3.7 Multilateral ODA channels 

   5.3.8 Implementation structure in Japanese government 

   5.3.9 Distribution by sectors 

 

Chapter 6 Private sector in Japan’s ODA     45 

6.1 PPP in Japan 

6.2 Historical perspective 

6.3 More demand for financial resource 

6.4 Type of PPPs in Japan 

6.5 New strategy for PPP 

6.6 Administration reform 

6.7 Private sector takes more initiative 

6.8 More actors involved in PPP 

6.9 Partnerships with Japanese small and medium sized companies 

6.10 JICA promotes PPP 

 

Chapter 7. PPP in Japan from different perspective    58 

7.1 From the perspective of JICA 

7.2 From the perspective of industrial association 

 

Chapter 8. Challenges and Recommendation     61 

8.1 Project effectiveness in Japanese PPP 



 5 

8.2 Lack of experience in management 

8.3 From public led PPP to private led PPP 

8.4 Concentration on infrastructure 

8.5 More detailed analysis needed in each country/region 

8.6 Inclusive dialogue and relationship for successful PPP 

8.7 Need to improve transparency of the projects 

8.8 Evaluation on PPP projects 

8.9 Risk Allocation 

 

Chapter 9. Conclusion       71 

Reference list 

  



 6 

Chapter 1. Introduction 

1.1 Background study 

With the globalization of the economy, the private flow into developing countries has 

grown increasingly. Now FDI inflow is almost four times as much as the international 

aid flow (AidData1). The lack of financial resources has been a crucial issue in many 

donor countries. Japan was not an exception. According to OECD database, among the 

financial flow to developing countries from Japan, ODA was the main resource of aid. 

Since 2004, however, private flow, which mainly focuses on direct investment, has been 

rapidly increasing (OECD data2). The amount of private flow increased sharply from 

4.1 million USD in 2004 to 42.3 million USD in 2013. Therefore, it has become more 

than ever essential to promote the contribution of private finance to development to 

address the financing needs of developing countries.  

 

In aid giving, there are many different actors involved. One of the main actors is donor 

government from wealthy developed countries, for example the United States, European 

counties, Japan and Australia. In the last decades, emerging economics such as China, 

India, and Brazil, have been very active in development. There are also the international 

agencies consisted by multiple governments and organizations. World Bank, the UN, 

Organisation for Economic Co-operation and Development (OECD), the Development 

Banks are the major actors in the category. They do not provide aids by themselves, but 

                                            
1 Aggregate development resource flow, http://aiddata.org/dashboard  
2 OECD Data “Private flows Total, Japan, Million US dollars, 2000–2015” 
https://data.oecd.org/chart/4ImB  
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work to improve coordination and co-operation for development. There are also Non 

Governmental Organizations (NGOs) and Non Profit Organizations (NPOs). Activities 

of those actors have been rapidly rising since the 1990s, and they are drawing particular 

attention as an intermediate of the public nature between the state and the individual. 

Private sector has been a key to growth and playing an important role in development. 

Through its regular business activities, it can contribute to economic growth, job 

creation, delivery of goods or services, and so forth. It also brings impacts on trainings 

for employees, building of local private sector, and promoting environmental 

sustainability (CSRI, IBLF, and Edelman 2005). 

 

Private participation in public sector projects emerged in the early 1980s, particularly in 

the increasingly developing southern and western countries, and it was conceptualized 

in 1990s as Public Private Partnership (PPP). The private sector over the years has 

become progressively innovative in the field of development in several developed 

countries, which has added substantial value to public procurement. 

 

In the couple of decades, aid effectiveness is one of the main themes. In the context of 

aid effectiveness, ways how aid can be arranged in order to strengthen the positive 

contributions of the private sector to development, while at the same time addressing 

the identified challenges including Millennium Development goals set in 2000 (MDGs) 

and Sustainable Development goals set in 2015 (SDGs). Opportunities and challenges 

of private sector contributions and their impact on the development processes in 
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developing countries could be very diverse, depending on sectors, type of actor and size 

ranging from large Multinational Enterprises (MNEs), to Small and Medium 

Enterprises (SMEs) (Davies 2011). 

 

1.2 Research Question and Purpose of this thesis 

The aim of this paper is to examine the role of private sector in Japan’s ODA. This 

paper specifically presents the research about the Public Private Partnerships (PPPs) as 

one of the way to involve private sector into development. The concept of 

public-private partnership encompasses a variety of different partnerships and 

relationships, which are not covered fully in the thesis.  

 

The private sector has long history in Japan’s ODA. It has been playing an important 

role of development strategy of Japan since 1950s, started as foreign direct investment 

(FDI). And it is working more actively these days, as involvement of the private sector 

became common and significant phenomenon globally. Thus, this paper examines the 

role of private sector in development projects/programs and how they are involved in 

Japan’s ODA. Considering achievement of the MDGs/SDGs and also the necessity of 

infrastructure development for developing countries, the absolute aid fund shortage of 

donor countries is becoming more apparent, and Japan is not an exception. Therefore, it 

is important to mobilize all the resources of funding including ODA, foreign direct 

investment (FDI), donations from foundations, and so forth. In the history, the 

economic impact of FDI and trade has been demonstrated in various aspects, and has 
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made a great contribution to the development of developing countries economically and 

socially (Blomstrom and Kokko 1998). Now the role of private sector in development is 

expanding. The international community is also recognizing the development effect of 

corporate activities, and the necessity of the private sector cooperation is also being 

discussed at international conferences. It was especially emphasized at the Paris High 

Level Forum in 2005, the declaration showed that efficiency of assistance such as 

securing sustainability of the development effect and expanding services to the poor is 

strongly required. In order to achieve efficient aid, new aid schemes that incorporate 

know-how from private sector have begun to be explored in assistance traditionally 

carried by governments. There is a great expectation for private sector in various 

aspects, such as the financial capacity of the private sector, technology and management 

know-how. How to involve the private sector of developed countries into the 

development projects in developing countries is significant issue.  

 

First, this paper gives overview of how the private sector engages in the development 

cooperation field and what their roles are, reviewing existing literatures on private 

enterprises and development. And then it examines the current situation of PPP. Then it 

narrows down to analyses on PPPs in Japan’s ODA. And finally, the paper takes a close 

look at what roles private sector, especially PPP, has being playing Japan’s aid. It also 

considers the future possibilities over how Japanese companies can cooperate with the 

government to help developing countries to develop with their recommendations, how 

Japan can make PPP more efficient in their aid strategy. 
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1.3 Topic Delimitation 

It is worth to give clarification on the terms of the debate on the private sector’s 

increased engagement in development. The paper closely examines the ways that Japan 

employs PPP and what the private sector’s roles are. PPP refers, in this paper, in the 

sense of development cooperation and aid. Namely, it means Japan as a donor country 

doing projects in developing countries. Therefore, the study does not include Japanese 

PPP projects done in Japan. 

 

Further, this paper does not examine particularly cases and studies of private sector 

development in developing countries. These are two related but different aspects of 

private sector engagement in development. Some donor’s initiatives seek to promote 

private sector development in developing countries. Here in this paper, private sector 

development can be considered as one of the outcomes. Also, involving the private 

sector as a partner in delivering development goals is another initiative, such as 

particularly multi-stakeholder partnerships. The emphasis of this paper is mostly on the 

latter – the role of the private sector as a partner in delivering on development goals 

(which incidentally could also include as a goal of private sector development in 

recipient countries).  

 

It has to be noted that, in this paper, PPPs are distinguished from privatization, because 

with privatization the government no longer has a direct role or ownership in ongoing 
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operations. Privatization includes selling the full package, which means the transfer of 

all associated risks as well. In this case, government is left with no direct responsibility 

for the service provided/asset developed, whereas in a PPP case, government is the one 

that retains the initial control and responsibility for the service/asset. And they keep 

ultimate responsibility. Generally speaking, PPPs can be operated somewhere between 

traditionally procured government projects and full privatization (Grimsey and Lewis 

2005). 

 

Chapter 2. Methodology 

2.1 Methodology  

First, the paper looks into PPPs in general. It presents why PPPs are emerging from 

several perspectives, including why development cooperation needs private sector to be 

involved, and why private sector participates in there actively. Then it narrows down to 

the case study about Japan. How Japan plays its role in development cooperation is 

described through analyzing and explaining some characteristics of Japan’s ODA. PPP 

was also analyzed from the perspectives business association in Japan and JICA. 

 

The paper is written by following the deductive, in other words, a “top-down” approach. 

The paper begins with the general overview of the theory related to PPPs with the aim 

to present why PPPs are emerging from several perspectives, including why 

development cooperation needs private sector to involve, and why private sector 

participates in there actively. After giving a comprehensive overview of the 
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development of the PPPs, then the paper narrows down to the analysis of a specific case 

study of Japan. In addition, the paper is based on the secondary sources. The secondary 

data in English have been collected from books, academic articles and web pages. 

Books and articles have primarily been found through the CBS database, which 

provides assurance that the articles have been reviewed and published. And the content 

of the articles have been viewed critically and several perspectives on the same topics 

have been taken into consideration.  

 

The choice of the case country, Japan, was motivated by author’s background in the 

academic field, as well as the fact that Japan is one of the top donors in international 

development cooperation (OECD peer review, and MOFA ODA white paper). The 

government of Japan is making efforts to strengthen the partnerships with private sector 

through various methods in different stages of development projects. It is expected that 

Japan keep its position in international aid in the future, and to expand the aid even 

more, the use of PPP is believed to increase. 

 

2.2 Limitations 

Although there are numerous source of useful and relevant literature about PPPs in 

general and Japan’s ODA, only very limited sources were found in data about 

Japan-funded PPP projects in developing countries. Official agencies, such as the 

government of Japan, JICA, Ministry of Foreign Affairs in Japan, OECD, World Bank, 

or the United Nations, do not presents detailed data about PPPs projects done by Japan. 
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Or many times available data were inconsistent and not enough evidence was found to 

use the data in the paper. Currently, there are a number of PPP projects funded by Japan 

going on in developing countries. Further data on those cases can be collected and 

studied in the future.  

 

Chapter 3 Conceptual perspective 

3.1 Defining terms 

With the aim to answer the research question in a precise way, two important terms Aid 

and the PPP should be defined. With the clear definition of these two terms, the paper 

can draw an explicit picture of the role of private sectors in development cooperation 

and the role of PPP in Japan’s ODA. 

 

3.2 Definition of Aid 

Defining exactly what is meant by aid is not easy task. It is an often used word, and 

known by everyone but it has different meaning and constrains more in 

specific and professional discussions. Besides, it has very broad meaning and can 

include variety of different instruments (Riddell 2007). In this paper, “aid” means all 

assistance provided from all resources, whose purpose is to contribute human welfare 

and development in poorer countries.  

 

Official Development Assistance (ODA) is the main focus in aid in this paper. 

According to OECD, ODA consists of flows to developing countries and multilateral 
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institutions provided by official agencies, including sate and local governments, or their 

executive agencies. ODA is provided for promoting economic development and welfare 

of developing countries as its major aims. It is also concessional and should have a 

grant element of 25 per cent at least3. 

 

3.3 Defining the Public Private Partnership 

First, the term Private Sector is broad which involves a range of diverse actors and the 

definitions vary (Davies 2011). In this paper, private sector includes the profit-seeking 

private firms and private foundations in relevant area. Also, the term Public Private 

Partnership (PPP) has wide variety of understandings involving the public and private 

sector working together in some capacity. PPPs are not necessarily limited to the 

involvement of large players such as multinational companies (Farquharson, Torres de 

Mästle, Yescombe, and Encinas 2011). It can include both foreign and domestic firms, 

and a growing number of arrangements involve relatively small-scale domestic 

providers of services (Farquharson et al. 2011). There is a wide range of understanding 

of PPP and it should be clarified whether it is a private sector development or private 

sector involvements in the development project and where PPP is positioned in the 

overall picture of the country's support for developing countries. In this paper PPPs 

denotes private sector involvement in development cooperation field, and private sector 

is seen as a partner to deliver development projects. 

                                            
3 “It is calculated at a rate of discount of 10 per cent.” (OECD) 
http://www.oecd.org/dac/stats/officialdevelopmentassistancedefinitionandcoverage.htm  
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3.4 Choice of PPP 

One has to realize that PPP is just one of many ways to engage private sector in 

development. Private sector has been contributing to development in several other ways 

for long time. The concept of PPP, however, is relatively new and modern in 

development cooperation. It has started in 1990s and explored to some forms. Although 

there is no clear definition of PPP and each donor countries have different 

understandings and ways to use PPP, it is obvious that PPPs are getting much attention 

in development cooperation field and the number of projects is increasing. It is also the 

case in Japan. The government is promoting PPP, collaborating with Japanese 

International Cooperation Agency (JICA).  

Moreover, narrowing the research scope to PPP also makes it easier to draw clear 

discussion. There are a number of instruments and methods to engage private sector. 

Instead of giving brief view of all the instruments, this paper discusses PPP only in deep 

and from several perspectives. The following section presents overview of history of 

PPP with brief case descriptions of main donors, such as the Unites States and the 

United Kingdom. This gives an analytical case that one can refer to. 

 

3.5 Origin of PPPs and how major donor employ the tool 

The idea and the concept of public services opening up to private sector are largely 

coming from the experiences of the United Kingdom in 1990s. In the late 1970s, the 

UK has suffered from enormous budget deficits and evils of bloated administrative 
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organizations, economic slump. In order to overcome these obstructing situations, since 

the establishment of Thatcher administration in 1979, the UK has undergone many 

administrative and fiscal reforms. This includes introduction of the concept of PFI 

(Private Finance Initiative) in 1992, leading to the development of the PPP 

(Public-Private Partnerships) concept under the Labor government launched in 1997 

(Akintoye, Beck, and Kumaraswamya 2016). Similar efforts have been seen in other 

European countries. In the United States as well, under the Reagan administration of the 

1980s with the trend towards a "small government", the entry of the private sector into 

public activities expanded.  

 

In recent years, donor countries have actively been promoting private–public 

partnerships, and trying to team up with private philanthropists, non-governmental 

organizations (NGOs) and local authorities to challenge complex development problems 

of post MDGs (Lucci 2012). International organizations and bilateral donor agencies 

support public-private partnerships based on their different philosophies. For example, 

the World Bank intends to strengthen cooperation among group agencies and attempt a 

comprehensive approach to entering the private sector. They employed the strategy 

sector in the target country and advise developing countries on the implementation of 

sector reform on the premise of the private sector entry. And to the local governments 

and implementing agencies using individual guarantee functions etc. for individual 

projects. On the other hand, they are working on support for strengthening the 

implementation capacity. Under the premise of utilizing private funds for infrastructure 
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development support, the UK is building a financial facility in cooperation with other 

donors to promote its introduction. The United States has a program called Public 

Private Alliance (PPA), aiming to bring greater development impact by several 

stakeholders working together on development issues. The U.S. intends to introduce 

local finance capital into public investment using the guarantee function of USAID. In 

addition, the United States and Germany emphasize the promotion of overseas activities 

of the private sector using the PPP support scheme (JICA 2005, and Akintoye, Beck, 

and Kumaraswamya 2016).  

 

3.6 Methods to engage private sector in development cooperation, and the focus on PPP 

When private sector entities consider participating in development in developing 

countries, there are mainly two viewpoints. The first is developmental approach based 

on the profit pursuing of corporate activity. PPP is one of the examples. And the second 

approach is development support type corporate activities motivated by social 

contribution and support for developing countries. Examples are Cooperate Social 

Responsibility (CSR) or BOP business4 in developing countries. FDI and CSR are two 

of main roles that private sector contributing in development, and explained their roles 

in development in following section. That gives ideas of different approaches of the 

private sector to development, and helps to distinguish from PPP. 

 

                                            
4 BOP refers “Base (or Bottom) of the Pyramid” refers businesses that are expected to be useful in 
resolving social issues for low-income groups in developing countries (MOFA ODA white paper 2015) 
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3.6.1 FDI in development:  FDI still stays as the biggest private flow to developing 

country. Among private flow of funds from developed countries to developing countries, 

the largest amount is FDI conducted by multinational corporations in developed 

countries. Unlike ODA, FDI does not aim to support development in developing 

countries. The motivation of private enterprises that make direct investments is to 

reduce costs and maximize profits by utilizing internalization of transaction in the 

company and the location advantage of the investing country and the location advantage 

of the investing country. FDI can bring some benefits to developing countries, for 

example 1) “spill over” of resources, technologies, skills, and knowledge, 2) increase of 

domestic demand as foreign companies purchase intermediate goods from domestic 

enterprises, or 3) job creation. However, it must be pointed out that the recipients of 

investment are concentrated in some countries (Blomstrom and Kokko 1998). The 

inflow of funds is going to countries either with high growth rate or with expectation to 

grow in the future. In African countries, for example, inflow of private capital is small 

and the countries are heavily dependent on public capital remains. 

 

3.6.2 CSR in development:  Some of private firms are trying to improve corporate 

value and long-term corporate profit with its original business as a foundation, while 

aiming social contribution. This idea this could be a motive of the private firm to be 

involved in a PPP. CSR is one of the ways, which a number of companies are applying. 

Unlike the original corporate activities aimed at pursuing profits, this approach is 

relatively small in scale and impact of the projects. It became popular first in the 
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western countries, and its influence on development assistance framework is significant. 

CSR is a very broad concept and includes corporate efforts not only in the field of 

development but also in terms of legal compliance and consumer protection. It is only 

since later 1990s when CSR on development started to be discussed at the international 

level. 

 

In order to further promote investment, trade, other business activities, or development 

projects by private sector in developing countries, it is necessary to improve the 

environment of, such as business, investment, infrastructure, legal system, and so on. 

But domestic funds of developing countries alone are insufficient. Therefore, there is 

growing interest in measures to utilize ODA to mobilize private funds to the 

development of developing countries, and to support economic activities of private 

companies. From this perspective, there is a growing discussion that it is important to 

strengthen the PPPs. 

 

Chapter 4. Theoretical analysis 

4.1 Aids and Development Cooperation 

This section talks about framework of aid and institutions, in brief chronological 

manner. It gives basic ideas of basic framework of some of the main donors at that time, 

some of the important events in development cooperation in the past, how the aid 

curried out, and change of belief and theme in aid giving over the time.  
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4.1.1 After World War II to the 1980s 

ODA began to expand significantly only after the middle of 1950s, and by the end of 

the decade, almost half of all official aid was still provided from the United States 

(Riddell 2007, and Forsberg and Kokko 2008). The United States was the dominant 

donor in aid for 15 years after the World War II. Aid around this time used for 

infrastructural development in Europe with the Marshall Plan’s focus, and technical 

assistance and technical cooperation programs dominated the aid initializes (Riddell 

2007). In 1950s, the voluntary agencies5 for development cooperation started to shift 

their attention from Europe to the developing world, namely Asia and Sub-Saharan 

Africa (Riddell 2007). In 1960s, aid started being considered as an enduring tool of 

international relations. At this period, there were the establishment of new multilateral 

aid organizations and institutions, and rapid growth in the number of industrialized 

countries. Emphasis of ODA was on building large-scale infrastructure and industrial 

development (Forsberg and Kokko 2008). At the same time, reducing hunger and food 

security was one of the main objectives of aid as seen in the establishment of the World 

Food Program (WFP) (Riddell 2007). It was only in the early 1970s that poverty and 

unemployment were linked directly to aid giving, although those were on the discussion 

table in the DAC. Accordingly, World Bank and several bilateral donors began to focus 

on poverty reduction in their operations (Forsberg and Kokko 2008). This decade saw 

the beginning of the establishment of humanitarian agencies. World Bank brought a 

                                            
5 The voluntary agencies means for example the UN, World Bank group, Bank of International 
Development Association, and so forth. 
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new word “structural adjustment” to aid and development in the 1980s, which was 

meant to give a shift from project based aid to program based approach (Forsberg and 

Kokko 2008). However, there was the growing view among some donors, the 

Scandinavian, Canada, and the Netherland, that the adjustment was not working and 

that more aid was needed urgently. This decade also witnessed increasing attention to 

Sub-Saharan Africa, with the first successions of detailed reports on the area from 

World Bank (Riddell 2007). World Bank argued that development in “pro-poor” areas 

is significant in order to make tangible progress in Africa (Riddell 2007). Poverty, 

technological assistance, and the role of institutions had returned to the aid agenda. 

 

4.1.2 From the 1990s to present 

The 1990s saw great decline in ODA for a number of years with the notion of aid 

dependency. It was argued that providing too much aid could make negative impact on 

recipient countries, making them too dependent on aid (Riddell 2007). This was also the 

period that humanitarian aid and emergency aid funds had expanded. Throughout the 

decades of the 1990s and 2000s, a few of international meetings and conferences were 

held, starting with The World Summit for Social Development in Copenhagen in 1995. 

They intended to “establish broad and globally accepted development targets, engender 

commitments from donors as well as aid recipients, and lay out action plans for reform” 

(Forsberg and Kokko 2008). 

 

In September 2000, the United Nations adopted the Millennium Development Goals 
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(MDGs), which show development targets such as poverty reduction in developing 

countries with concrete numerical values. Moreover in September 2015, Sustainable 

Development Goals were set, targeting 17 different development agendas. In the past, 

developed countries in the West have tried to improve the effectiveness, efficiency and 

sustainability of the project by introducing private sector funds and know-how in the 

development projects of developing countries based on their own experience. The 

common goal of the international community called the MDGs and the SDGs are raised. 

Efforts of such public and private partnership are getting more active. The importance 

to create strong partnership with private sector’s view to achieve SDGs was mentioned 

quite a few times in OECD report (OECD a pilot assessment 2016) There was also 

growing expectation that developing countries should break the situation by adopting 

the private sector because poverty reduction through slow expansion of administrative 

services by public sector was not having much progress.  

 

In March 2002, The United Nations Development Fund International Conference was 

held in Monterrey, Mexico. At this conference, it was considered how to mobilize 

development funds to achieve MDGs. In addition to the need for a substantial increase 

in ODA, the need to expand various fund flows such as mobilizing domestic funds, 

promoting private investment, promoting trade, debt reduction, global taxation system, 

and so forth were raised as a consensus of participants obtained at the conference (UN 

MDGs, and JICA 2005). The focus on aid society gathered on ownership, alignment, 

and aid efficiency in the First High-Level Forum on Aid Effectiveness in Rome 
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(resulted in Roma declaration on harmonization) in 2003. The Second High-Level 

Forum on Aid Effectiveness arranged in Paris in 2005 required donors more concrete 

commitments. This lead to the discussion anout aid accountability and management of 

development outcomes to began, together with the harmonization and alignment of 

donors, emphasis on ownership of developing countries. The Declaration acknowledged 

that many donors and partner countries still need to curry out actions to reform they 

ways they deliver, manage and monitor the aid (Riddell 2007). In order to improve the 

quality and efficiency of aid, action-oriented and results-oriented approaches were 

employed (Forsberg and Kokko 2008).  

 

Aid efficiency à why private sector? Even though private sector has been a significant 

actor particularly for economic development for long time, it is only from recent when 

private sector engagement in aid and ODA came up to the international discussion. 

 

4.2 Theoretical perspective and motivation of PPP 

Public Private Partnerships in international development has increased for different 

types of reasons and motivations. Partnerships and cross-sector engagements are 

considered by many organizations as opportunities to combine and maximize the 

capabilities and resources of different actors to deliver better outcomes. This section 

presents five of the major motivations for PPP from the perspectives of both the public 

and the private sector. 
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4.2.1 Responding for demand of financial recourses 

Developing countries, together with the World Bank, the UN and donors, have been and 

still are trying to reduce poverty, and reach first the MDGs (until 2015) and now 

the SDGs (until 2030). There has been an absolute shortage of the findings. The total 

amount of aid (ODA) needed in 2004 would have been around 125 billion USD, in 

comparison to the actual total cost of 79 billion USD (Riddell 2007). Moreover, to 

achieve SDGs by 2030, there is a need of huge amount of resources. According to 

AidData, the estimated cost will be $5-7 trillion dollars and will likely shape the next 15 

years of financing for development6. It is almost impossible to cover all the financial 

need with ODA or other public support. The estimated demand for investments for 

SDGs shows that the governments and even resources from donors cannot fill the 

investment gap by themselves (OECD 2015). Donor countries are trying to introduce 

the private sector to development cooperation activities and to utilize the funds, 

technology, skills and know-how actively. Looking at the financial flow of funds from 

developed countries to developing countries, the inflow of funds from the private sector 

is much larger than one from the public funds such as ODA (FDI is the largest here as 

well) (AidData).  

 

4.2.2 Value for money  

Value for money principle is at the core of PPPs (Jin and Doloi 2008). Some of the 

factors to measure and determine value for money are; life cycle costs, risk allocation, 

                                            
6 Financing the SDGs, http://aiddata.org/sdg  
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time required to implement a project, quality of a service, and ability to generate 

additional revenues. The way to determine whether a project should be implemented 

through a PPP or a traditional procurement is to evaluate those elements, and see which 

procurement mode brings lower life cycle costs, better allocation of risks, quicker 

implementation, higher quality and additional profits.  

Supplementing the financial resource and filling the budget gap are important 

motivation to engage the private sector into ODA and international cooperation. 

Engaging the private sector as a partner can bring the additional efficiency to the 

projects. In the initial financing, the access to immediately available private sources of 

capital by the private sector helps shorten the time of delivering PPP projects (JICA 

2005). That makes PPP projects constructed faster than traditional projects. Moreover, 

PPP has a chance of encouraging the incorporation of costs in the design and 

construction of projects. Also, PPP can benefit public sector and the projects with 

innovative and creative methods and solutions for improving the quality of projects and 

the projects and the delivery in addition to better management. Additional value for 

money represents additional efficiency gains. Which means delivering or maintaining 

the same service or asset in a more cost efficient or a more qualitative way compared to 

the traditional procurement method where the government keeps the full responsibility 

for delivering/maintaining service/asset concerned. 

 

4.2.3 Risk allocation 

“The core principle of PPPs is value foe money” (Jin and Doloi 2008). One of the 
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greatest value for money drivers is risk transfer. That means appropriate risks can be 

transferred to the private sector in PPPs. risks in general are allocated to different 

categories, such as legal risk, political, or commercial. For example, risks in 

construction, supply and design are under the commercial risk category, and they are 

basically handled better by the private partner (Akintoye, Beck, and Kumaraswamya 

(global review)). This is partly because the private sector receives most of these risks 

automatically when they get the responsibilities passed on in the projects. On the other 

hand, the public sector, the government could handle the legal and political risks well 

than the private sector. Finding the most optimal risk allocation point requires 

identifying what type of risk is managed the best by which sector or actor. 

 

Besides, in international development cooperation, the efficiency of aid has been 

strongly required over the past years due to the decrease in aid budget related to tough 

financial circumstances. Also, improving the efficiency of aid will be very important in 

order to keep the international development sustainable. The public sector has a long 

history of projects procured by them being delayed and turning out to be more 

expensive than planned and budgeted (Jin and Doloi 2008). The private sector is 

considered to be capable in managing those risks better. Trying to lessen these risks by 

sharing with or transferring to the private sector through PPPs is one of the ways in 

which PPP can potentially add value for money in the public projects. The benefits of 

value for money can only be achieved in certain situations when the projects meet some 

conditions, such as a competitive environment, optimal risk allocation (Jin and Doloi 
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2008, and Grimsey and Lewis 2005). They are considered as two of the most important 

factors. From the viewpoint of project maintenance and sustainability, private 

participation in development assistance is also expected to be efficient7. 

 

4.2.4 Maximizing the use of each sector’s strength 

It is clearly significant to create a network including not only donors and recipients, but 

also the private sector. Beyond the financial considerations, the public sector, especially 

development cooperation actors, have started to recognize the value of private sector 

expertise and innovation and are seeking to promote these non- financial resources for 

development. Partnerships can also contribute to bring better social and economic 

outcomes through more inclusive business models (Di Bella, Grant, Kindornay, and 

Tissot, 2013). Particularly in developing countries, there are risks such as completely 

different economic or legal system, sudden changes in these systems and major 

exchange rate fluctuations, or an overwhelming infrastructure gap, and so forth. In these 

situations it is expected that private capital funding and expertise can help improve the 

situation.  

 

Furthermore, developing countries are now increasingly recognized as key markets for 

business activities and investment sites for donor countries’ firms and investors. Aid 

agencies are working with these firms to promote development-friendly investments at 

                                            
7 World Bank, PPP IRC “Government Objectives: Benefits and Risks of PPPs” (2016) 
https://ppp.worldbank.org/public-private-partnership/overview/ppp-objectives  
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the global levels.  

 

This public-private partnership can be a good way to combine the strengths of both the 

private and public sector. The private sector can help promoting efficiency and lower 

the costs of implementation and distribution of development projects. The public sector 

can provide funding and help private sector to get into new or larger markets (UN 

millennium project, 2006). Besides, looking at the flow of funds from industrialized 

countries to developing countries, the inflow of funds from the private sector is 

significantly greater than public funds such as ODA (OECD Data8). 

 

4.2.5 Political motive of companies 

Business activities, both in developed and developing countries, are getting more 

pressure and greater attention from civil society. And the media have brought a greater 

interest in businesses for being seen as ‘doing good’. Because of self-interest 

considerations or moral obligation to the local communities where business activities 

are operated, companies now need to think creatively about how they can deliver profits 

to their shareholders while at the same time contributing to development challenges 

(Lucci 2012). CSR initiatives have become more popular in recent years as a tool for 

companies to benefit their different stakeholders. Today, it is generally accepted that 

companies can have a greater impact on development by adapting their core business 

                                            
8 OECD Data, Private flows and official flow, Total, Million US dollars 2000 – 2015 
https://data.oecd.org/chart/4Inp  
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practice than through philanthropy or CSR initiatives alone (Lucci 2012). Moreover, 

developing countries, for example ASEAN countries or some African countries, are 

getting attractiveness to invest for MNCs, as seen in the data on recent trends in FDI 

(OECD statistics, FDI flow by country). Also more recently, ‘bottom of the pyramid’ 

(BOP) approach has become popular. These use companies’ technological development 

to address the needs of low-income consumers, with potential gains for business 

activities including access to new markets which are expected to grow in the long term 

in the future (Lucci 2012). These being said, accelerating development in these 

economies can be an issue of interest for businesses investing in these countries. 

 

Besides, today global problems are becoming more complex and bigger in scale. They 

require capabilities of a range of stakeholder, including private sector. This can the case 

for firms particularly operating in sectors that are closely related to pursuing 

development challenges and issues, for example health, natural resources, utilities and 

infrastructure. In addition to that, companies with advanced technologies and advantage 

of innovation capacity could help donors with handling complex problems. On the other 

hand, NGOs and donors can benefit and complement private sector capacity with their 

knowledge of local stakeholders and their needs, and deliver better solutions by 

collaborating with them (Lucci 2012). 

 

4.3 Summary of this section 

All in all, from theoretical viewpoint, the main reason to develop PPPs lies behind the 
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concept of value for money, creating additional benefits with private partner’s expertise, 

know-how, and ability to operate efficiently and generate additional revenues. It is also 

evident that PPPs are also often used in cases when there is a lack of public funds 

especially for the growing need for public infrastructure. Motivation for companies to 

participate in development and the partnerships with donors and NGOs would be public 

credibility, a risk-sharing mechanism and the necessary local knowledge to implement 

an initiative on the ground. On the other hand for governments, donors and NGOs, 

private sector can provide resources including funding, their expertise, innovation and 

technical capacity and greater influence through their supply chains. Partnerships built 

on the resources and capabilities with the different actors can be a strong and effective 

instrument.  

 

4.4 Disadvantages and Risks of PPP 

Although the private sector plays an important role in development, they can also give 

negative impacts, such as environmental degradation, corruption, tax avoidance, poor 

labour standards, and human rights abuses (Nelson 2011, and Di Bella, et al. 2013). 

 

One of the main disadvantages of PPPs is that bidding and contract costs can be large 

and that affects both to the government and the private sector (World bank PPP IRC 

20169). This large bidding cost can be a obstacle for the private sector considering to 

                                            
9 World bank PPP in Infrastructure Research Centre, “Government Objectives: Benefits and Risks of 
PPPs” (2016) https://ppp.worldbank.org/public-private-partnership/overview/ppp-objectives  
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participate in the projects because they are unwilling to invest heavily in the bidding 

and get rejected later. For the public sector, large preparation costs consisting of 

feasibility studies, lawyers and so forth, could affect for the motivation to undertake a 

complicated PPP project10. In order to construct a unified agreement, each actor has to 

invest a lot of time and capital needs to complex negotiations process. 

 

Grimsey and Lewis (2005) also argue “PPPs are not, and probably never will be, the 

dominant method of infrastructure acquisition. They are too complex, and costly, for 

many small projects” in their paper, which examined value for money of PPP. 

 

The biggest aim of businesses is making profits. And the private sector is normally 

motivated by differentiation of their products and activities from others (or brand 

recognition), and costs. For example, firms engage in corporate social responsibility 

activities and green marketing campaigns based on strategic decisions to differentiate 

themselves and their actions within competitive markets (Lucci 2012). They also make 

choices based on cost efficiency and what will benefit the firm in both the short run and, 

increasingly, the long term (Di Bella, et al. 2013). Therefore, it is possible that private 

sector does what it is paid to do and no more than that. What is needed here to avoid 

this risk is to set incentives and performance requirements clearly in the contract (World 

Bank PPP IRC 2016).  

                                            
10 PPP projects can be highly complicated because they involve more than two parties: public, private 
and banking sectors, and all of these parties have their own contradicting aims.  
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Furthermore, one of main risks in PPP is in risk management. Typically, the public 

sector is not the best actors to manage the commercial risk well. And often, public 

projects can delay in completion of projects and over budget. This is not in the public 

interest. A key characteristic of PPP is the transfer of risk from the public sector to the 

private sector. Therefore, if the private sector is unable to complete construction on time 

and within budget, the government fails to pay. This principle also applies to the 

provision of contractual services. If services are not available or do not meet the 

standards that are agreed between two sectors, the private sector may be given financial 

penalties. It is important to understand that government avoids transferring all or 

unnecessary risks to the private sector. Only those risks that the private party is able to 

manage the best should be transferred. Besides, it should be kept in mind that even 

though most of the risks are transferred to the private partner, the final entity that is 

responsible for providing services is still with the public sector since projects are still 

from ODA programs and provided with the country’s flag on. 

 

Chapter 5. PPP and ODA, and case of Japan 

5.1 PPP in ODA (in general) 

PPP is also a relatively new concept in the fields of international cooperation and ODA. 

The postwar ODA is based on the basic human needs in the 1970s, the structural 

adjustment in the 1980s, the global issues in the 1990s (environment, poverty, 

governance, market economy) in the background of the "the United Nations 



 33 

Development decade program" (first to third), has been the major themes (Asian 

Development Bank 2008, and Riddell 2007). Especially since the latter half of the 

1990's, themes such as human security and poverty reduction have been getting much 

attention. The importance of each of these themes remains the same. However, it is also 

true that the importance of infrastructure development in socio-economic development 

in developing countries was reaffirmed in the first half of the 2000s. Moreover, as a 

partner of governments and aid organizations promoting social and economic 

development, the existence of private enterprises has also been realized to help 

development. Thus, infrastructure development and public service provision by 

public-private partnership is becoming an important theme in the field of ODA (Nelson 

2011). 

 

5.2 Japan’s ODA in aid framework 

Japan has over 60 years of experience as a donor and development partner. Japan 

considers international development cooperation as a part of its own long-term interests, 

and as a significant component of its foreign policy and diplomatic strategy (OECD 

peer review, 2014). It means that Japan sees the development cooperation as an 

important tool for building good relationships with other countries. Japan put the 

priorities of development cooperation on human security, sustainable economic growth, 

and peace and security. Growth and the private sector have got much focus in order to 

expand exports of Japanese technologies and use of Japanese expertise throughout the 

developing world. 
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Since the 1990s, japan has been one of the top ODA donors and has contributed to 

provide a large amount of development assistance funds to various parts of the world as 

a member of major donors. The contribution has been almost 60 multilateral 

organizations each year (OECD peer review, 2014). Moreover, Japan has built the 

bilateral aid program with over 140 countries, along the line of its use of ODA as a 

diplomatic tool (MoFA, 201411). For many years, Japan has implemented field-oriented 

supports focusing on capacity development, and has extensive experience in supporting 

infrastructure and private sector development based on the experience of assistance to 

Asian countries. 

 

5.3 Characteristics of Japan’s aid  

The following sections explain Japan’s ODA from several aspects, presenting basic 

understandings of Japan’s ODA and how Japan positions itself in aid and development 

cooperation. That provides an analytical base of PPP in Japan’s ODA and how Japan 

sees PPP as a tool of aid. 

 

5.3.1 ODA volume 

Japan has been increasing the volume of ODA in its entire development cooperation 

history. It succeeded to increase the volume almost as 12 times as 1960 until 1990 

                                            
11 MoFA, Japan's ODA Disbursements 2014 http://www.mofa.go.jp/policy/oda/page_000029.html  
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(DAC statistics12). From 1991 to 2016 the amount stays at almost the same level, 

although there are ups and downs, and for the past five years, Japan’s ODA has suffered 

from domestic economic stagnation. Japan is experiencing difficult to secure a 

sustainable increase in the government’s aid budget because of current fiscal and 

economic difficulties, together with huge spending for reconstruction from the 

earthquakes and tsunami in 2011. Nevertheless, despite these situation and even though 

Japanese Yen has weakened a lot, Japan has tried to secure a substantively larger budget 

allocation is committed to keep its ODA levels stable in dollar terms. According to data 

from DAC statistics, for 2013, Japanese increased its net ODA by almost 37%, to USD 

10.7 billion compared to 8.08 billion US dollars in 2012. It almost stays at the same 

level until now, 10.3 billion in 2015. As a result, Japan became one of the biggest 

donors among DAC counties, greatly improving its ODA to gross national income 

(GNI) ratio from 0.17% to 0.23% in 201313. This Japan’s commitment to volume up 

ODA amount would help the country with making progress towards meeting the UN 

target of 0.7% of ODA/GNI (OECD peer review 2014). 

 

5.3.2 Aid approach 

Japan’s support is associated to priorities and needs in partner country, and effectively 

based upon its own experience. Japan identifies projects based on requests of partner 

country, and the approach has helped to ensure alignment of Japan’s aid (OECD peer 

                                            
12 OECD Data, “Net ODA, Japan, Million US Dollars, 1960-2015” https://data.oecd.org/chart/4ImE   
13 OECD Data, “Net ODATotal, % of gross national income, 1990 – 2015” 
https://data.oecd.org/chart/4ImI  
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review 2014). Japan has been making good use of aid instruments, including loans, 

grants, and technical assistance, to support needs and build capacity in recipient country. 

Project-based14 assistance continues to be preferred in Japans aid delivering. However, 

responding to the global trend after The Paris Declaration on Aid Effectiveness in 2005, 

Japan is also trying to introduce ways to reform their aid system from stand alone 

approach to more holistic approach, for example by integrating project aid in 

program-based approaches. 

 

5.3.3. Risk management 

Risk is analyzed in some aspects of development cooperation in Japan. However, there 

does not appear to be a comprehensive assessment of risk management and the process 

in its aid strategy (OECD peer review 2014). For example, JICA’s country analytical 

work, which forms the basis of each CAP (Country Assistance Policy), does not include 

comprehensive assessment of risk. OECD, in the peer reviews about Japan (2014), 

argues that “Japan could make risk management a more integral part of Japan’s strategy, 

policy and operations (especially important for Japan’s work in fragile states). This 

could allow Japan to bring more proportionality to its program, differentiating 

procedures and delegated authority, according to different categories of risk”. 

 

5.3.4 Untying the aid 
                                            
14 Project-based aid has been criticized for not giving enough ownership to the recipients over 
development process, and because focusing on individual projects leads to high transaction costs and 
often only generates short-term improvements in specific sectors (Stefan Leiderer, UNU-WIDER 
working paper 2012) https://www.wider.unu.edu/publication/fungibility-and-choice-aid-modalities  
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In developing aid nowadays, when the donor country procures necessary equipment and 

human resources for providing aid, there is strong discussion that the donor should not 

tighten its suppliers to domestic firms only, but they should open up the market 

internationally and untied the aid. In the past, development assistance aid was mainly 

undertaken by firms of ODA donor countries, and all the way from equipment to human 

resources was utilizing the resources of developed countries (Shimomura, Kato, and 

Page 2016). There are mainly two reasons why aid suppliers used to be tied to donor 

country’s (Japanese) firms. The one is from the economic viewpoint of expanding 

exports to recipient countries through tied assistance, and the other is due to the benefits 

to firms from donor country, namely the political viewpoint such as maintaining 

accountability of ODA to the people of both donor and recipient countries (“visible 

aid”) (OECD peer reviews 2014, and Riddell 2007). 

 

However the international trend of untying aid had been big. DAC, the World Bank, and 

other international organizations promoted untying the aid, because it can generally 

improve the aid effect by reducing the transaction cost and improving the ownership 

and alignment of the country. Under this international trend, Japan also has been 

making efforts to untie their aids since 1970s, especially increase the ratio of untied 

loans (Potter 2011). Today, the average ratio of untied aid in Japan is 89.5 per cent, 

according to ODA white paper from MOFA (2015). Almost 100 per cent of Yen loans 

are untied, but some of grants aid still remains tied to Japanese companies. Besides that, 

Japan keeps providing technical assistance tied, aiming to teach and convey technology 
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and know-how, which we unique to Japan, by dispatching Japanese expats to recipient 

countries. Moreover, japan has been insisting in the discussion in DAC that the choice 

between receiving tied and untied projects should be left to partner country’s 

government. It is because japan believes that it is important for developing countries to 

take into account their own development policies, aid demand, appropriate technology 

introduction, and so forth, and it implies respecting ownership (MOFA white paper 

2014). 

 

5.3.5 Aid modalities 

Japanese aid is basically catabolized into Yen loans, grants and technical assistance.  

 

Grants basically include all kinds of ODA, provided through bilateral aid program. It 

does not require repayment obligation. Japanese grant aid mostly covers Basic Human 

Needs, such as health, sanitation, food security, as well as environmental protection and 

human resource development (MOFA ODA white paper 2014). Grant aid can provide 

the necessary goods and services based on the demand of the recipient countries. Grants 

tend to give quick and flexible response to the needs of developing countries and the 

international community of development cooperation. 

 

Loans provide necessary funds to developing countries and regions. This requires 

repayment. And they are formally provided request-based. Loans are normally given 

with condition such as low interest rate and long payment period (MOFA white paper 
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2014). With these conditions, ideally the loans would not put too much burdens for 

recipient countries. Loans are indented to fund medium to large-scale economic 

infrastructure projects, which are essential the socio-economic development in 

developing countries. In Loan aids from Japan was initially tied to Japanese goods and 

services. However, responding the pressure from international community and the 

recipient countries, the Japanese government officially employed a strategy untying its 

loan aids in 1970s (MOFA ODA white paper 2014, and OECD peer reviews 2014). 

Loan aids are still a major character of Japanese development cooperation. Japan’s 

bilateral aid to most of its largest recipients is in the form of loans. The share of grant 

aid from Japan was about 54 per cent, while that of loan was around 76 per cent (OECD 

peer review 2014, DAC statistics). It reflects Japan’s emphasis on building 

“self-reliance (self-help)” in partner countries.  

 

Japan is also putting much effort for giving Technical assistance. It includes the transfer 

of knowledge, know-how, and technologies through exchanges and trainings. It can also 

refer transferring the required equipment. This instrument will be useful in order to 

improve technology and capacity of developing countries, as well as establishing and 

improving institutions and organizations (Riddell 2007). Most of Japan’s technical 

assistance is administrated by JICA. In comparison to other methods of aids, technical 

assistance covers various sectors, such as building administration system, agriculture, 

health care, human resources, energy-related projects or developing tourism (MOFA 

white paper 2015). 
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5.3.6 Bilateral ODA allocation and Geographic distribution 

While Japan provides aid to over 140 countries through bilateral development programs, 

the ODA distribution is very concentrated in certain areas and countries. It has 

consistently given much more attention to countries with economic and strategic 

importance. According to OECD DAC statistics15, over 30 per cent of Japan’s bilateral 

aid is allocated to its top 20 recipient countries. The recipients are mostly 

middle-income countries in Asia. Almost 60 per cent of Japanese aid is allocated to 

south and central Asia (and also Oceania) (DAC statistics 2016). The top five recipients 

of Japanese ODA are India, `Vietnam, Philippines, Indonesia, and Bangladesh, in that 

order (OECD Dara 201516). Japan has also kept its focus on middle income countries, 

mainly because much of its aid are directed to infrastructural development assistance.  

 

Japan’s ODA was initially driven by political motivation in order to rebuild the political 

and economic relationships with Asian countries. First, in 1954, The Japan-Burma 

Peace Treaty and Agreement was signed, and then followed by similar agreement with 

other Asian countries (Nam Pan (no date)). Since then, ODA was used as a significant 

diplomatic tool in Japan’s strategy of foreign policy. Because of its historical 

background and geographical, political, and economic reasons, Japan’s ODA has high 

                                            
15 DAC statistics (2016) 
https://public.tableau.com/views/AidAtAGlance/DACmembers?:embed=y&:display_count=no?&:showV
izHome=no#1  
16 OECD, Japan - ODA by recipient and sector 
http://www2.compareyourcountry.org/aid-statistics?cr=701&lg=en&page=20# 
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concentration on Asian countries, especially developing economic infrastructure. Japan 

has promoted quality infrastructure investment primarily in Asia for many years, and 

contributed to the development of this region. According to MOFA, Japan’s ODA white 

paper (2014 and 2015), the ration of Japanese bilateral ODA directed to Asian countries 

was almost 95 per cent in 1970s, and kept average 59.3 per cent after 1980s until 2013 

(the most recent data available was 2013, 63.9 per cent)17. In 2014, the top 10 recipients 

of Japan’s bilateral ODA were all Asian countries18 (MOFA white paper 2015). India, 

Vietnam, Thailand, for example, considered as important partners of Japan because of 

their huge economic potential. Also Japan sees Central Asia and Caucasus regions as 

important areas because of the political and geographical reasons.  

 

Among those Asian countries, China has received the enormous amount of aids from 

Japan since 1979. Japanese ODA has contributed to developing and promoting Chinese 

economic strategy. At the same time, it had supported to forming foundation of 

Japan-China relationships (Nam Pan (no date), and Hatakeyama 2008). The 

concentration on China brought stabilization in the Asia-Pacific region, and the 

improvement of environment to invest in China for Japanese companies. It contributed 

to development of economic relations between Japanese and Chinese private sectors 

(Nam Pan (no date)). 

                                            
17 See ODA white paper, pp34 Chart III-2 “Trends in Japan’s Bilateral ODA in Region” to get clear 
picture in graph. 
18 Top 10 recipients were Viet Nam, India, Indonesia, Philippines, Thailand, Bangladesh, Iraq, Sri Lanka, 

Pakistan, and Afghanistan, in this order. (ODA white paper 2015) 
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In recent years particularly, japan has a strong interest in Association of Southeast 

Asian Nations (ASEAN19) and its member countries. ASEAN has ben gaining its 

regional competitiveness by maintaining economic growth and strengthening 

integration. And it includes some of the top recipients of Japan’s ODA, such as Vietnam, 

Thailand and Philippines, and also by providing physical infrastructure, Japan has 

managed to create solid economic base for Asian countries, particularly in Southeast 

Asia (Nam Pan (no date), and Hatakeyama 2008). Japan is trying to maintain the close 

relationship with ASEAN countries in all aspects of economic, politics and culture. 

Japan has contributed to the significant economic growth in East Asia, including 

ASEAN region, by implementing development with ODA, trade and investment. 

 

Moreover, Japan has taken steps to increase the share and volume of its aid to the Least 

Developed Countries (LDCs), especially in Africa (OECD peer review 2014). The 

effort can be seen in these aspects; “Japan’s own initiatives toward Africa through the 

TICAD process since 1993, the international consensus reached since the establishment 

of the Millennium Development Goals on the need to increase assistance to Africa, and 

on the relatively lessening need for aid in East and Southeast Asia” (Potter 2012). 

 

5.3.7 Multilateral ODA channels 

Japan is also a major player at multilateral level in development cooperation. It 

                                            
19 The member countries of ASEAN are Indonesia, Cambodia, Singapore, Thailand, Philippines, Brunei, 
Vietnam, Malaysia, Myanmar, and Laos. 
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recognizes the advantages of multilateral organizations, for example the expertise and 

neutrality, and allocates significant amount of contributions each year (ODA white 

paper, and OECD peer review 2014). Japan actively engages with multiple 

organizations in high level and strategic dialogue.  

Japan contributed to multilateral institutions 2,970 million US dollars in total in 2013, 

and 3,254 US dollars in 2014 (MOFA, ODA white paper 2015). 

 

5.3.8 Implementation structure in Japanese government 

The International Cooperation department of Ministry of Foreign Affairs (MOFA) in 

Japan plays a central role in making comprehensive policies and strategies regarding 

development cooperation, including ODA, and organizing entire policies of the 

government. The department tries to make more effective ODA implementation by 

mobilizing the three schemes of assistance—loan, grant, and technical cooperation—, as 

well as coordinating bilateral and multilateral cooperation. In addition, the government 

shares information and exchanges their views with relevant ministries and agencies, and 

reflects their insights and experiences in the policies (Shimomura et al. 2016). 

 

MOFA works with JICA, the implementing agency of Japan’s ODA, to be able to 

implement ODA efficiently reflecting various types of policies of the government, such 

as the Priority Policy for International Cooperation which MOFA revises every fiscal 

year (ODA white paper 2015). Since 2008, JICA became the comprehensive ODA 

implementing agency that provides technical cooperation, loan aid, and grant aid in an 
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integrated manner. It was originally only responsible for the implementation of grants 

and technical assistance. However, it was merged with the overseas economic 

cooperation section of the Japan Bank for International Cooperation (JBIC), which was 

in charge of providing loan aid, namely Japan’s ODA Loans (ODA white paper 2015). 

The MOFA’s responsibility related to the implementation of grant aid was also 

transferred to JICA at that time.  

 

5.3.9 Distribution by sectors 

According to MOFA (ODA white paper 2015), 48.9 per cent of bilateral ODA goes to 

economic infrastructure and services in 2014, which includes Transport and storage, 

Communications , Energy , Banking and financial services, and Business support. 

Economic infrastructure has always been drawing the most attention in Japanese ODA. 

And the second biggest portion, approximately 17.1 per cent, was invested to social 

infrastructure, such as Education , Health , Population policies and reproductive health, 

Water and sanitation (water and sewerage), and Government and civil society.  

 

Japan develops quality infrastructure20 (particularly economic infrastructure here) that 

connects to “quality growth” in developing countries and regions, along with their 

economic and development strategies (MOFA white paper 2015). Quality growth is one 

                                            
20 Quality infrastructure means the economic infrastructure that takes all the following factors into 
account: (1) is easy to use, safe, disaster-resilient, and high-quality, (2) does not create conflicts with 
national and regional strategies for development and growth, (3) fits in local environment, community, 
and people’s livelihoods, (4) generates local employment and facilitate technology transfer. (MOFA 
white paper 2015) 
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of the three priority areas that Japan is focusing on in the development cooperation. The 

priority issues are; “1. ‘Quality growth’ and poverty eradication through such growth”; 

“2. Sharing universal values and realizing a peaceful and secure society”; and “3. 

Building a sustainable and resilient international community through efforts to address 

global challenges.”(MOFA 2015) They also train human resources to manage, operate 

and maintain the infrastructure. Specifically the infrastructure development has focuses 

on roads, ports, airports, and information and communications technology (ICT). Japan 

believes that such infrastructure can contribute to the expansion of connections between 

urban and rural areas in development countries, ensure security in case of any disasters, 

and encourage trade with and investment from overseas countries (Shimomura et al. 

2016). Social infrastructure is also considered as an important factor for “quality growth” 

as the amount of money Japan invests shows. 

 

Japan also recognizes the private sector plays the central role in infrastructure projects 

in developing courtiers. MOFA mentions that, particularly, it is essential to boost 

private sector activities, such as the development of industries and the expansion of 

trade and investment. 

 

Chapter 6 Private sector in Japan’s ODA 

6.1 PPP in Japan 

Because of the primary objectives of Japanese ODA and the lack of human resources in 

administration, the private sector has always played an essential role. Japan focuses on 
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intensive and large-scale infrastructure projects and that leads the country to a strong 

reliance on external consultants, traders and suppliers.  

 

There are mainly two different views of PPP in Japan. One is perspective from JICA, 

and the other is from MOFA. JICA does not specify whether the private sector that 

participates is from Japan or developing countries. And the field of analysis is very 

diverse from infrastructure, education to heath care sectors. On the other hand, MOFA 

focuses mainly on infrastructure improvements and creating the fields that Japanese 

companies can entre for the market later on. 

 

The characteristic of the PPP project in Japan is that, firstly, the FDI in the original 

business of Japanese companies is at the base of the projects. Secondly, in order to 

demonstrate the development effect of private enterprise's business, the projects aim to 

create an area (or markets) where private enterprises can easily enter after the projects 

are done (Arase 1994). Different from the Western approach to introduce PPP into 

existing activities private sector, the Japanese government intends to be intervening in 

the markets and encourage private entry into developing country by creating 

marketability. Therefore, thirdly, the project target area is mainly the infrastructure 

development project with high development demand in developing countries. In 

particular, the government will develop infrastructure around the project or provide 

assistance to private enterprises to implement it by providing funding supplementation. 

They try to make private companies more inclined to participate in the public works, 



 47 

which ODA was responsible (Arase 1994). The reason why much attention is paid to 

infrastructure development projects is that the Ministry of Economy, Trade and Industry 

in japan, which has long been a leader in promoting private-sector infrastructure 

projects, is driving the discussion of PPP (JICA 2005). 

 

6.2 Historical perspective 

Public Private partnership in Japan was formed and started as “Min-katsu (民活: private 

resources mobilization)” projects in 1986. Min-katsu project is to implement the 

projects, which have been done by the national budget (public sector), with private 

funds and introduce vitality of private sector. This is also called “Third sector 

procurement” on infrastructure development. The projects are based on the Private 

Resources Mobilization Act enacted in 1986. It started with the aim of developing 

(public) projects with private vitality by deregulation and abolition and resolves the 

deficit balance of foreign trade (Nemoto 2016). Public sector such as infrastructure 

development and provision of public services have traditionally been considered to have 

low profitability but high publicity. In these areas, the administration has been the 

subject of public works projects. On the other hand, in the private sector where publicity 

is low but profitability is high, it is possible for private enterprises to act as its main 

body and develop projects and business activities. In the intermediate area, which is 

between the public and the private and has certain publicity and profitability, 

cooperation of both sectors has been seen. Min-katsu basically has targeted such an 

intermediate area. On the other hand, it is in the public area rather than the intermediate 
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area that was newly emphasized in the utilization of private enterprises as PPP. In other 

words, from the viewpoint of PPP, even in the public areas in which administrative 

monopolies have been obliged to provide services so far, there are some parts that it can 

be more efficient and effective for private enterprises to implement business. 

 

The collapse of bubble economy, at the beginning of the 1990s, caused greater market 

risks. That got many corporations in Japan bankrupted and economy of the country 

down. This event made the Japanese government realize the importance of analyzing 

risk in advance and setting contracts to allocate roles clearly (Nemoto 2016). At that 

time, Japan started to look at Private Financial Initiative (PFI) model of partnership. As 

a major feature of PFI, it clarified the public-private relations that had been ambiguous 

in third sector approach in the past, and it is implemented with a strict contract between 

actors. PFI also employs the project finance method to analyze value and risk of 

individual projects (Di Bella et al. 2013). 

 

There are some cases that private corporations work with the governments as 

contractors. Those state-funded and state-supported projects are some of the cases of 

public-private partnerships, and in that case they are not holding an initiative in the 

projects (Arase 1994). Moreover, after a legal change in 1996, ODA loans became able 

to be connected to Build-Operate-Transfer (BOT) and Build-Operate-Own (BOO) 

projects, in which the implementing contractor would have rights to draw benefits from 

results of projects (Nemoto 2016). PPP got spotlight as a concept and extended across a 
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variety of different models. 

 

In 1990, the private sector participated in 65 infrastructure projects with an investment 

value of US $ 18 billion, but in 1997, the number of the cases increased to 361 and the 

investment amount went up to US $ 128 billion (JICA annual report 2014). In particular, 

the two years since 1995, there was a sharp increase of 1.7 times over the past five years. 

Privatization of public facilities especially in Latin America, construction of new power 

plants in Asia, and establishment of mobile telephone companies brought big amount of 

private investment in 1996 and 1997 (Shimomura et al. 2016). However, after the Asian 

economic crisis that occurred in 1997, the amount of investment declined sharply. After 

that, it recovered once in 2000, but it has decreased again since 2001. In 2003 it reached 

down to 108 cases, US $ 49.7 billion dollars (Shimomura et al. 2016). This is equivalent 

to the level in 1994 before the private-sector infrastructure project expanded rapidly. 

 

6.3 More demand for financial resource 

There is enormous demand for funding for infrastructural improvements even only 

focusing in East and Southeast Asia. According to "Connecting East Asia" compiled in 

2003 by the World Bank, the Asian Development Bank (ADB), and the Japan Bank for 

International Cooperation (JBIC), in Asia (China, Indonesia, Malaysia, Laos, Mongolia, 

Papua New Guinea, the Philippines, and Thailand) is estimated to be around $ 160 

billion per year, mainly in the power sector. And the scale is expected to expand further 

in the future. Meanwhile, the amount of private funds and public development 
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assistance funds actually allocated to infrastructure projects has remained at a level well 

below demand. In addition, the amount of public aid funds (loans, grants, technical 

cooperation) provided by the developed country government and international donor 

agencies to the regional infrastructure project is on a downward trend. Even including 

the own fund procurement of the governments themselves of recipient countries have 

not been able to satisfy the infrastructure fund demand currently required. The demand 

of infrastructure is expected to be bigger in the future, and the gap between demand and 

supply of funds can also further expand. In order to promote the infrastructure 

development and public service provision, PPP will be an essential tool that helps 

develop these things efficiently by financing funds and sharing risks. 

 

6.4 Type of PPPs in Japan 

There is no specific definition of Public Private Partnerships in Japan as well as in other 

countries. PPPs have been developed in Japan in the long history of engaging the 

private sector. This section describes some of the types of PPPs in Japan according to 

JICA’s research. 

 

- Third sector approach:   PPPs in Japan were started from the ‘third sector’ approach, 

which was introduced in the mid-1980s by the Prime minister at the time, Yasuhiro 

Nakasone. It was a part of their administrational change for building a small 

government, following the model of the Thatcher administration in the UK. Japan 

categorized the public sector as “the first sector” and the private as “the second”. The 
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concept was to bring together the public and the private sector as “the third sector” to a 

form of project-based companies, engaged in urban developments, leisure/resort 

developments, transport, telecommunications and other regional activities (Grimsey, 

and Lewis 2005, and Akintoye, Beck, and Kumaraswamya 2016). This can be described 

as a rudimentary form of PPP. 

 

- PFI (Private Finance Initiative):   PFI is a method that effectively and efficiently 

constructs, maintains, and operates public facilities, etc. by utilizing private funds, 

management skills and technical capabilities. It was introduced in the UK in 1992, and 

in Japan the PFI Act was enacted in July 1999.  

 

- Concession:   Regarding public business management, the right and responsibility to 

managing and operating the facility is entrusted to private enterprises, which acquired 

the business license. The private enterprises with the business license will invest 

business management tasks including business execution (facility operation and 

maintenance) and business expansion. Although the facility is publicly owned, the 

private enterprise is responsible for the management during the contract period. And it 

is transferred and returned under the same conditions at the end of the contract. 

 

- Outsourcing:   is a management strategy that contracts out organizational activities 

to private operators or suppliers who are specialized in these activities in order for more 

efficiently and effectively performance. In outsourcing, private enterprises do not have 
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responsibilities for financial risks such as raising funds. The administrative side 

provides funds for business and investment to fiduciary private enterprises. 

  

Moreover, according to a global review of Public-Private partnership (2016) written by 

Nemoto and edited by Akintoye, Beck, and Kumaraswamya, there are basically three 

types of PPPs in Japan.  

“1 Public service type PPPs: All or part of public services that are implemented by the 

private sector. This includes PFIs, designated administrators, commercialization test, 

etc. 

2 Public assets utilization type PPPs: The private sector purchases or rents assets 

possessed by the public sector and conducts private sector activities. This includes PRE, 

and the practice of converting closed schools into offices or hotels, etc. 

3 Regulation/induction type PPS: This involves the use of regulation/ deregulation, 

assistance payments, etc., in order for help the private sector create services that are 

desired by the public sector.”  

 

6.5 New strategy for PPP 

This new way of arranging the partnerships expanded more that PFI and spread into 

many other fields. The designated administrator system applied. While the government 

kept ownership of infrastructure and other projects, the private sector became 

responsible for administration (Nemoto 2016). Another example is a form of 

commercialization test that allows “the government and private sector organization to 
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competitively bid, with contracts being awarded to whoever received the higher 

comprehensive evaluation”(Nemoto 2016). 

 

Japan also, as well as other donors, experienced shortage in budget for large 

infrastructure projects. In the past, distributing government bonds covered such shortage. 

However, as Japan’s debt dependency increased sharply, the government of Japan 

expects to rely on funding from private sector to provide infrastructure development 

without creating new public debt (Nemoto 2016). That is where PPP, PFI, and other 

partnerships with private sector emerged. As the government, municipalities, private 

firms, and business association have all recognized that there is enormous financial gap, 

which is impossible to be covered only by public sector, the government of Japan 

announced “PPP/PFI Action Plan” in 2013 in order to promote PPP and PFI. The 

objective was to volume up the PPP”PFI project to 10-12 trillion yen (MOFA white 

paper 2014). 

 

6.6 Administration reform 

With the aim to facilitate activities by the private companies in developing countries, in 

April 2008, the government of Japan announced “the Public-Private Partnership for 

Growth in Developing Countries”, which was a new policy to strengthen partnerships 

between official funds, such as ODA, and Japanese private sector. Accordingly, in 

October 2008, JICA established “Department of Public-Private partnership cooperation” 

(or called “Office for Private Sector Partnership”, in Japanese: 民間連携室). It was 
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meant to be the actually department in the government to manage the new strategy to 

strengthen the partnership. Targeting to private cooperation which is actively 

considering and promoting to expand the business in developing countries, the 

department aims at building up a system of, for example, PPP infrastructure projects, 

promotion of collaboration with BOP business, foreign investments especially in 

developing countries. 

 

The department was upgraded to “the Private Sector Partnership and Finance 

Department” when JICA has reorganized the departments and established several new 

ones over the last five years (JICA21). It was in order to strengthen the organizational 

works and respond to emerging trends and priorities. The Private Sector Partnership and 

Finance Department was established in April 2013. The aim was to reinforce the JICA’s 

capacity to support the private sector and increase investments in PPP and in developing 

countries, along with the private sector policy focus of Japanese ODA. 

 

6.7 Private sector takes more initiative 

In the past, private sector joined mainly only in implementation process of projects, 

which had all planned by the governments or JICA while, in these days, there is 

significant increase of cases which private sector takes initiative and plans the projects 

reflecting their perspectives and strengths on development. However, because of limited 

                                            
21 Public-Private Partnership, retrieved from 
https://www.jica.go.jp/english/our_work/types_of_assistance/partnership/  
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information of ODA and projects which private sector took part, the concept of PPP is 

not spread and understood well in private sector in Japan. After the government of 

Japan announced the new strategy particularly for PPPs in 2008, the government starts 

to accept consultation and proposals from private companies regarding their activities, 

which can be helpful to economic growth and poverty reduction in developing countries, 

and regarding PPP projects coordinated with ODA (MOFA, ODA white paper 2015). 

 

6.8 More actors involved in PPP 

Now, The range of the private companies involved in implementation of ODA projects 

has become more diverse. However, they can be casually categorized into three types; 

consultants, trading companies and construction firms. A majority of consulting firms in 

Japan is working actively in ODA. Their main role in ODA implementation is as an 

“interceptor” of Japan’s request-based aid approach. It can, however, make the recipient 

governments often dependent on consultants in terms of identifying possible projects, 

conducting feasibility studies, dividing projects into several contracts and drafting the 

proposals (Di Bella, et al. 2013, and Beaudry-Somcynsky and Cook 1999). General 

trading companies22, such as Sogo Shosha (総合商社) in Japan, has always been close 

to the recipient governments and subcontractors. Not only they formulate projects for 

their clients, who are recipients of Japanese ODA in most of cases, but also provide 

advice and suggestions for which parts of a project need to receive ODA 

                                            
22 It is important to put emphasis on ‘general’ since these trading companies usually have a very 
diversified portfolio and have business activities on everything. 
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(Beaudry-Somcynsky and Cook 1999). At the same time, these trading companies have 

been allowed to prepare to bids for their own formulated projects. Construction 

companies remain the central in ODA implementation since infrastructure projects are 

still large part of the whole budget. Overseas Construction Association of Japan, Inc. 

(OCAJI), as representative association in the industry, also curries out researches and 

studies in recipient countries and has connected strongly to JICA for exchanging 

information and findings of researches (Beaudry-Somcynsky and Cook 1999). These 

three actors in ODA work closely each other. 

 

6.9 Partnerships with Japanese small and medium sized companies 

The number of small and medium sized companies (SMEs) participating in ODA 

projects is growing (MoFA white paper 2014, and JICA annual report 2015). Some of 

them are exclusively focusing on ODA projects, while large companies run separate 

departments specialized on ODA projects (MoFA white paper 2014). For a couple of 

years, it is clear to see in ODA white paper in several recent years that MOFA actually 

started to pay more attention to engage more of small and medium sized companies.  

Integrating the rapid economic growth of emerging and developing countries is clearly 

significant factor for the future growth of the Japanese economy. In particular, although 

Japanese SMEs owns numerous world-class products, technologies, skills, and 

know-how, there have been some obstacles for SMEs to take steps in business 

expansion overseas, especially in developing countries, due to insufficient human 

resources, knowledge, and experience. On the other hand, it is expected that Japanese 
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SMEs with such products and technologies can play an important role for the 

socio-economic development of developing countries (MOFA 2015). 

 

In response to these circumstances, MOFA and JICA are taking initiatives to support 

the overseas business expansion of Japanese SMEs and other entities using ODA 

(MOFA 2015). That includes conducting several surveys regarding the establishment of 

potential development assistance projects that make use of SMEs products and 

technologies, studying the feasibility of using an SME’s product or technology in a 

developing country, and so forth. Some of them are based on proposal from SMEs. 

These projects aim to achieve both the development of developing countries and the 

activation of Japanese economy by utilizing Japanese SMEs’ products and technologies 

through ODA.  

 

Furthermore, Japan provides funding to import supplies required for the socio-economic 

development of developing countries at no cost to them. With employing this fund, 

Japan carries out “the Non-Project Grant Aid for Provision of Japanese SME’s 

Products”, where Japan provides Japanese SME’s products and technologies to 

developing countries based on their requests and development needs (MOFA 2015). 

This project does not only help socio-economic development in developing countries, 

but it also gives Japanese SMEs to expand their business activities to the overseas by 

raising the profile of these SMEs’ products and creating sustained demand for them. 
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6.10 JICA promotes PPP 

Since the Department of Public-Private partnership cooperation was established in 2008 

in JICA, it was making much effort to promote PPP and increase the number of private 

firms to involve in the projects. JICA is especially targeting the SMEs, and it holds 

seminars frequently in several locations in Japan. 

At one of the seminars in Nogoya municipality, JICA explains major three benefits for 

private sector to participate in PPP projects: (1) expansion of business opportunity in 

developing countries. As JICA helps improvement of local business environment and 

share of information, it could bring stable securing of resources, trade expansion, more 

business opportunities, (2) getting useful information of local environment for future 

business development overseas. Collaborating with JICA makes it easier to gain the 

latest information about local situation and needs, and learn skills and know-how of 

development projects, (3) promotion (PR) through the projects. Companies can expect 

to build good reputation and reliability towards governments of developing countries, 

international organization and other companies by participating ODA projects, which 

contributes growth and economic development (JICA annual report, and JICA seminar 

handout 2011). 

 

Chapter 7. PPP in Japan from different perspective 

7.1 From the perspective of JICA 

JICA sees engagement of private sector as one of the central and long-term issues, and 

aims to make strong collaborations with the private sector. Not only JICA involves 
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private sector into their development projects, but it also supports the business activities 

of the firms contributing development. It also emphasizes the importance of dialogues 

with various actors in PPP, such as consultant firm, construction firms, Keidanren, 

Japan Foreign trade Council (JFTC), and Japan Bank for International Cooperation 

(JBIC). JICA mentions it is significant to collaborate with Japanese SMEs and make a 

good use of their technologies and know-how to solve problems in developing 

countries. 

 

Nevertheless, JICA also realizes that there remain many barriers preventing private 

enterprises from carrying out the business and development activities on their own in 

developing countries. These areas, however, are creating room for collaboration with 

ODA. In terms of these circumstances, “it would be ideal for both developing countries 

and Japan if ODA and private sector activities led to constructing productive 

partnerships, intensifying the effects of development in developing countries, and 

accelerating the pace of growth” (JICA Annual report 2014). JICA works to strengthen 

and smoothen the collaboration with the private sector through the provision of a variety 

of schemes. JICA is also making much effort to promote PPP scheme in Japanese 

private sector and engaging more of the firms.  

 

JICA aims to create relationship of “win-win-win” between developing countries, 

private sector and ODA, by strengthening the partnership with the private sector and 

each firms, and improving the environment of business activities in developing 
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countries. 

 

7.2 From the perspective of industrial association 

The largest business organization in Japan is called Keidanren (The Japan Federation of 

Economic Organizations; 経団連), which represents about 1340 companies (Keidanren 

201623). Many of the member companies are also involving in ODA. 

 

In 1996, they showed the interest in using Public-Private Partnership in ODA in the 

Messages from Monthly Keidanren, referring the 1996 version of "Official 

Development Assistance in Japan" (ODA White Paper), which called for using ODA to 

support private-sector infrastructure projects based on build-operate-transfer (BOT), 

build-own-operate (BOO), and other such tools (Keidanren 1996). Vice Chairman at the 

time, Naohiko Kumagai, described how they would like to contribute to ODA, for 

example, transferring knowledge and know-how to developing countries led by private 

sector by establishing training centers with ODA, and accepting trainees from 

developing countries, or sending expats. He also commented that even outside the 

private-sector partnership in infrastructure field, it is important to increase the efficiency 

of ODA by utilizing private experiences, know-how, and so forth.  

 

Since then, Kendanrren mentioned PPP quite some times in their annual reports and 

policy recommendations. Particularly in a report “Recommendations on Japan's 

                                            
23 About Keidanren, retrieved from; http://www.keidanren.or.jp/en/profile/pro001.html  
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International Cooperation Policy and Expectations on the new JICA” in 2007, 

emphasized on importance to realize that ODA should be undertaken in cooperation 

with public and private sectors in order to ensure that Japanese private enterprises can 

work on ODA on a sustainable basis while ensuring their commercial potential. 

Keidanren also realized the huge demand for funds in developing countries in 

infrastructural improvement, and all of these demands cannot be fully covered by ODA 

funds or self-financing from developing countries. It stated that it would be necessary to 

utilize funding from the private sector. Furthermore, it mentioned, in developing 

countries, there are risks that cannot be overlooked by the private sector, such as sudden 

changes in the legal system and major exchange rate fluctuations. Finally the report 

recommended promoting PPPs to cover the risks and financial lack. 

 

Chapter 8. Challenges and Recommendation 

This section analyzes how Japanese model of PPPs worked and identify some of the 

challenges and recommendations for the future improvements of the role of private 

sector and PPPs in Japan’s ODA. 

 

8.1 Project effectiveness in Japanese PPP 

The large-scale infrastructure development will bring huge business operation cost and 

maintenance cost, not only to donor country but also to the recipient country. However, 

Japan's ODA has not taken steps to alleviate such a burden on developing countries. It is 

also the basic structure of Japanese PPPs that implementation of the project is 
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completed when the construction is finished and target project is delivered. This also 

applies to technical assistance projects; for example, no actions are taken to reduce the 

cost burden on developing country governments after the cooperation period has ended. 

When the operation of the project is handed over to the governments of developing 

countries, there is always a risk that the sustainability of the project will be lessened or 

lost because the project management and maintenance budget including allocation of 

personnel to the project is not sufficiently secured after the projects (Nemoto 2016). 

Self-help is one of the main policies of Japanese aid, and this is a part of the reason 

behind that. In this "self-help effort", the government of the recipient country should 

own the ownership of the project operation and maintenance cost after the project was 

handed over to the recipient, and no additional assistance will be provided (ODA white 

paper 2014, and Potter 2011).  

 

It is important that Japan makes sure that the projects are working efficiently and 

sustainably, and the system is embedded well in to the recipient country. In order for 

this, conducting relevant evaluation research (or feasibility studies) could define the 

effectiveness and efficiency of PPP projects and how recipient countries make efforts to 

have sustainable development, or how Japan can support the recipient after finishing 

projects. The evaluation can back the findings with research, strengthen the use of PPPs, 

learn more about the possible mistakes made during PPP projects, and so forth.  

 

Moreover, Japan needs consider involving local private firms or human resources more 
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from recipient country efficiently throughout the process of project. If Japan could hand 

over the finished ODA project properly to the firms and people learn how to maintain 

and improve, the recipient country may be able to maintain and improve the finished 

projects. It will help the projects to be more sustainable. 

 

8.2 Lack of experience in management 

One of the major restrictions in Japan’s PPP is lack of private business operators who 

have know-how in public business management under competitive environment. There 

are many firms that can supply decent facilities and equipment, and human resources 

who have technical expertise in operation and management. However, Japan has a 

limited know-how and experience of comprehensively operating them as a business.  

It can be started to gain the experience in a PPP unit within the government first with 

the promotion of PPPs in mind. The necessary knowledge can be obtained in japan and 

the experience can expand it to developing countries afterwards (or the other way 

around). It is difficult to obtain this overnight and enter the international competition, 

but in order to compensate for the lack of experience, it will be helpful to create 

partnerships with local companies / NPOs / NGOs who are familiar with targeted areas, 

experienced Western companies. Promotion of PPP introduction in developing 

countries can bring opportunities for nurturing Japanese consultants and NGOs.  

 

8.3 From public led PPP to private led PPP 

Japan’s PPP has been opening up public services to be provided by the government to 
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the private sector, seeking to improve the effectiveness and efficiency of existing public 

services in the field. The centre of the PPPs has been cases that private enterprises with 

high business profitability and sensitivity to risk provide infrastructure services. The 

cases came with longer projects period and relatively large capital investments. Public 

works opened to private sector can be called PPP led by the government (public). Even 

though government leads the projects, feasibility should be studied from the standpoint 

of the local residents rather than the governments of developing countries, and it is 

necessary to find out the real needs in the country and formulate projects with full 

consideration of the results. 

 

As the standard of living improves, the needs of local residents diversify and subdivide 

in developing countries. Accordingly, with the massive supply of standard services by 

the government, the needs of residents may not be completely fulfilled. In that case, the 

public sector can entrust the provision of the needs and service to the private sector 

under PPP or other methods. However, it is difficult for private enterprises to participate 

in business unless there is a certain size of market because the private sector is normally 

focused on profitability of the business. Entrusting the projects to the private sector is 

suitable for providing services that the contents are scandalized and is easy to monitor 

the results (Di Bella et al. 2013). Providing services to satisfy diversified needs of 

recipient countries is difficult to carry out under the leadership of the government, also 

it is not easy for large private firms to implement. The government, opening up their 

projects and administrative services to the private sector, currently leads most of the 
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PPPs in Japan. In the future, in order to respond more detailed and diversified needs, the 

private sector should take more initiatives in PPP. Especially SMEs can be active even 

more.  

 

8.4 Concentration on infrastructure 

PPP projects and private sector investment intend to be stronger in certain sectors and 

regions, as also seen in the distribution of Japan’s ODA has some preferable sectors and 

regions. Japan has specifically committed to economic and social infrastructure sector 

in development cooperation with their ODA and PPP projects. The strategy was 

criticized sometimes by both domestic and international aid agencies. World Bank has 

been speaking about the importance of infrastructure development to improve people’s 

lives and there is also a huge funding gap24. It also endorses that PPPs can be effective 

tools to deliver infrastructure needed in developing country. Moreover, in Monterrey 

consensus, it was confirmed that economic growth is necessary for poverty reduction 

targeted by MDGs, and partnership with other actors including private sector is 

important in infrastructure development. It is evident that PPPs can bring greater 

efficiency and sustainability in delivering public services, when they are designed well 

and implemented in a balanced regulatory environment. 

 

Infrastructure development is obviously important as an effort to contribute to economic 

growth necessary for achieving MDGs, but how to mobilize funds in response to the 

                                            
24World Bank, Overview (2016) http://www.worldbank.org/en/topic/publicprivatepartnerships/overview 
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huge infrastructure demand is a big issue. And Japan is contributing critically in the 

sector. However, Japan also needs to seek possibility to use PPPs in several other 

sectors. For example, speaking of regions, Asia has been always the priority area for 

Japan. Recently, however, Japan (particularly JICA) started taking a trop into Africa’s 

infrastructure development with PPP25. It targets socio-economic development of 

African countries, as well as supporting Japanese firms investing in infrastructure 

projects. 

 

8.5 More detailed analysis needed in each country/region 

Japan makes good use of instruments, consisting of grants, technical co-operation and 

concessional lending, to supplement partner countries’ needs and capacity. Flexibilities 

within the instruments make this possible. Project-based assistance continues to be 

Japan’s preferred approach to deliver aids. Japan needs to continue to review and 

leverage more flexible combination of the three aid schemes they have (loans, grants 

and technical assistance) and private sector. Every country has its own unique 

challenges, priorities, and financial constraints. “In some cases, PPPs can provide 

benefit by leveraging the management capacity, innovation and expertise of the private 

sector, but other times a traditional public sector approach could be more appropriate” 

(World Bank, Overview 2016). More efforts will be needed to analyze a country and 

region closely to identify specific challenges and goals there. Also more program-based 
                                            
25 International Finance Cooperation, news (2013) 
http://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporate_site/news+and+events/ne
ws/increasing_japanese_private_sector_participation_in_sub_saharan_africa and 
http://ifcext.ifc.org/IFCExt/pressroom/IFCPressRoom.nsf/0/BF605488FB1F1F8485257AAA0032F9DF  
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approaches could facilitate the balanced use of mixed instruments, or the use of 

country-based approach could be helpful for achieving common development goals in a 

specific country. Furthermore, in order to promote regional development making full 

use of the features of each region, it is equally important to construct a framework in 

which the government, private sector, NGOs/NPOs, and recipient’s government 

collaborate more flexibly. 

 

8.6 Inclusive dialogue and relationship for successful PPP 

In relation to making specific and detailed analysis on recipient countries, it would be 

also important to engage private sector when considering and developing national plan 

and priorities. Policy dialogue between donor agencies and the governments of 

developing countries, which emphasizes the ownership of developing country 

governments, is essential to conduct successful aid. Besides that, having inclusive 

dialogue with private sector would lead PPP introduction to succeed. The purpose of 

dialogues would be to see, in a clear picture, what the private sector can deliver and 

what would be the constraints for private sector to perform positive contributions to 

development, as well as to identify areas of the national priorities and frameworks 

which the private sector is expected to operate (Davies 2011). 

 

The introduction of PPP differs greatly in the degree of progress in developing countries. 

But in the countries where PPP introduction is not progressing, it is important to 

develop an environment where private business operators can develop activities. JICA 
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also emphasis that establishing Win-Win-Win relationship between the government, 

private enterprises, and recipients, incorporating appropriate level of beneficiary burden 

will achieve sustainability of PPP project (JICA Annual report 2015).  

 

JICA just by itself cannot provide a full set of support for PPP projects and 

implementation. Therefore, it is significant to promote introduction of PPP through 

collaboration with other institutions such as development financial institutions, and 

business associations, and to accumulate experience. It is necessary to strengthen the 

capacity of government agencies involved in the development of (1) legal system, 

investment and business environment, and (2) implementing individual projects.  

 

8.7 Need to improve transparency of the projects 

Employing monitoring and evaluation tools and frameworks is particularly important 

for private sector engagements in development. It allows individuals and organizations 

to access consolidated information, which includes and shows project’s or program’s 

progress, and shares experience and knowledge (NSI 2013). That can contribute to build 

transparency and accountability of the development projects, and offer paths for 

learning and improvement. 

 

The concept of PPP in Japan is well spread only among big firms in specific sectors. 

Japan needs to promote PPP even more, especially to small and medium sized firms in 

order to build diverse partnerships and conduct different types of projects. MOFA and 
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JICA see SMEs as future actors in PPP. But to achieve that, Japan needs to be more 

transparent in decision-making process and implementation of PPP projects. Stronger 

co-ordination between related organizations, such as MOFA and the Ministry of 

Finance, JICA, Keidanren, and the each private firm, might also be needed, so that 

consistent approaches can be taken across the Japanese government and private sector 

(OECD peer review 2014). Improving transparency also can help engaging private 

sector into inclusive dialogues. 

 

Lucci (2012) also argues “Most of the available evidence on private sector engagement 

in development is case study-based. The lack of adequate data on the extent and impact 

of PPPs in Japan poses a real challenge, as it becomes very difficult to assess their 

results and learn from what works and what does not.” Japan obviously lacks of data 

and, accordingly, transparency in PPP. The government of Japan introduces the 

descriptions of PPP projects conducted each year. However, very few evaluation and 

analysis is done for individual projects. 

 

8.8 Evaluation on PPP projects 

In order to build transparency, evaluating projects and reporting the results would be 

sufficient to present which project worked and which did not, and what things to 

improve. “Most actors provide information on the number of partnerships or the 

expected results of their partnership initiatives, but it seems that relatively little has been 

done to monitor and evaluate partnership processes and outcomes” (Di Bella, et al. 
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2013). Japan is not an exception. Very few data and individual case evaluation were 

found.  

 

Engagements and partnerships vary in terms of the governance, size of the projects, size 

of the private firms, modalities, and purpose. Therefore, monitoring and evaluating 

them can be complex and overwhelming tasks. However, evaluating the projects and the 

partnerships is very important to improve PPP to sustainable one. Also, in order to make 

the evaluation reliable, the evaluation should be done by not only the government or the 

private sector, but also with the recipient country or third party organizations. 

 

In PPP, there has been a tendency to focus on inputs and outputs, such as leveraging of 

capital and resources, and number of projects performed, rather than broader benefits 

and impacts in society. There is a need for joint and transparent standards for impact 

measurement. Greater focus should be paid on evaluating outcomes to assist learning is 

necessary, as well as building better collaboration between stakeholders to develop 

appropriate indicators (Davies 2011). Besides, little research efforts have been made to 

find out the effectiveness of PPP projects. That would leave the private and public 

sectors to risk on projects that are costly to both. There exists a need for a widely 

applicable evaluation system to analyze effectiveness of PPP projects. It also needs 

efforts to develop and implement more precise methods that can outline and identify the 

value of private sector engagements and partnerships (Di Bella, et al. 2013).  
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8.9 Risk Allocation 

There is the need to identify and allocate all risks associated with PPP projects. Many 

public-private partnerships have been done in the history and project experiences to 

highlight factors, which are critical to the success of future projects. However, almost 

no comprehensive study in Japan exists to contemplate and measure all of the various 

factors leading to an effective PPP project execution. The absence of such a study 

makes it difficult for government agencies, industry personnel, and academics to 

accurately and effectively analyze PPP projects. How public and private partners 

allocate risks between them. In particular, how a government agency responds to risks, 

or why is a particular risk transferred to the private sector in one project while retained 

by government or shared in another. Considering those factors are critically significant 

to the success of PPP projects (Jin and Doloi 2008). Finding any mechanism guiding the 

formation of risk allocation strategies might be very difficult, yet even more important. 

 

It is essential therefore to examine whether the private partner is really capable of 

bringing in skills that the government lacks and also whether it has the expertise and 

know-how necessary to operate projects in more efficient way compared to the 

traditional procurement. 

 

Chapter 9. Conclusion  

Is the private sector the future of development cooperation? The answer may be yes 

according to studies, researches, and statements of international organizations. The roles 
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of the private sector in development have also been becoming more prominent in recent 

years. Private sector actors are also more and more recognizing the significance of 

participating in broader debates on development policies and social change. They know 

now that poverty alleviation and sustainability make sense in business as well as sense 

in development. 

 

Japan, as one of the top donor countries, has committed to engaging private sector with 

their own strategy in aid and development cooperation and demonstrated the importance 

of engaging the private sector. Japan has created and employed numerous innovative 

schemes, funds and partnerships so far. The country has been good at utilize its own 

comparative advantage and expertise effectively with these schemes, at the same time 

increasingly looking to partner with others to maximize their potential scale and impact. 

This attitude also applies to the increasing number of Public Private Partnerships that 

Japan is facilitating. The country has done numerous projects through PPP especially in 

infrastructure development, and contributed economic development of developing 

countries. Yet there are still challenges for Japanese PPP model. One of the important 

things is that Japan obviously lacks of data and, accordingly, transparency in PPP. More 

study on individual cases and country should be conducted. By handling the challenges, 

Japan could perform more efficiently and effectively in development field, and expand 

their projects in different sectors and countries. To achieve that, it will be important for 

Japan to establish multi ︎stakeholder partnership/initiatives to mobilize public and private 

resources for specific sectors or development goals. 
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