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The unsolicited proposal and performance of private participation 

infrastructure projects in developing countries 
 

Abstract 

 

Purpose: The primary purpose of this study is to explore the relationship between the unsolicited proposal 

and the performance of private participation infrastructure (PPI) projects in developing countries.  

Design/ methodology/ approach:  The main dataset for this study was collected from the World Bank 

database consisting of 8951 PPI projects that occurred in developing countries from 1996 to 2020. 

Hierarchical logistic regression was applied for investigating the effects of unsolicited proposals (USPs) on 

project success. Three moderators, namely control of corruption, presence of local sponsor, and project size 

were also included in the model to test the impact of their interactions with the USP on the performance of 

PPI projects. Further, to assess the impact of the effect of USPs, the average marginal effect was calculated.  

The framework used in this study consists of 18 control variables, three moderators, and one non-controlled 

independent variable (the USP).  

Findings:  The results of hierarchical logistic regression indicate that USPs have a significant and negative 

effect on the success of PPI projects occurring in developing countries. The negative effect of a USP weakens 

with the presence of local sponsors and stronger control of corruption in the host country.  However, contrary 

to our expectations, the results show that project size does not significantly affect the association between 

USPs and the success of PPI projects. Moreover, the results of average marginal effects show that the negative 

impact of USP on the success of PPI projects ranges between 2.4% and 3.8%. 

Originality: This study quantifies the negative impact of USP on the success of PPI projects in developing 

countries, which will be helpful for the practitioners to understand the associated risk with USP projects. 

Furthermore, it also identifies the moderating roles of control of corruption and the presence of local sponsors 

on the relationship between USP and the success of PPI projects.  

 

Keywords: Control of corruption, local firm, PPI projects, project size, unsolicited proposal 
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1 Introduction 

The unsolicited proposal (USP) for a project is originated by the private sector (a USP proponent) 

without a formal request from a government (World Bank, 2014). These are not originally included in the 

infrastructure development plans of the government (J. T. Hodges & Dellacha, 2007). Preliminary studies 



carried out by USP proponents cover project background, initial feasibility assessment, construction, 

maintenance, finance, and management details. In USPs, the private sector helps the public sector identify an 

infrastructure gap and presents innovative ideas and solutions for filling that gap. As a result, the public sector 

gets innovative solutions (World Bank, 2015), whereas the private sector expects commercial benefits in 

return (Cameron, 2017). Despite the benefits of USPs, they have a higher risk of failure due to a variety of 

reasons, including less transparency and anti-competitive practices (Verma, 2010), avoidance of due 

diligence processes (J. T. Hodges & Dellacha, 2007), political patronage, and opportunities for corruption 

(Tvarnø, 2010),  inaccurate cost base (PPIAF, 2009), and acceptance of poor quality and inadequate projects 

(Turley, 2015). Moreover, there is no international standard for managing USPs (J. T. Hodges & Dellacha, 

2007).  Most countries have unclear and ambiguous procedures in the implementation and approvals of public 

private partnership projects (Ismail, 2013). The ambiguity in procedures is the worst in the case of USPs 

(PPIAF, 2014), which increases the likelihood of failure of these projects. Therefore, the World Bank has 

advised extreme cautions in considering USPs (World Bank, 2012). Despite several challenges, the USP is a 

reality in developing countries and has continuously increased as these countries struggle for infrastructure 

investment (Neves & Kim, 2017; Turley, 2015). Still, there are few academic inquiries related to unsolicited 

PPI projects in the mainstream literature, and quantification of the risk associated with these projects is 

missing.  

The need for investment in infrastructure development is growing throughout the world. The World 

Bank (2010), for instance, estimated that the development of global infrastructure will need around 3 trillion 

US dollars per year from 2010 to 2030. Similarly, McKinsey Global Institute has estimated that the 

infrastructure investment would increase from 3.14 US dollars for 2000-2015 to 49.1 trillion US dollars for 

2016-2030 around the world. Around 60% of the total worldwide investment will be required in developing 

countries (Woetzel, Garemo, Mischke, Kamra, & Palter, 2017). Infrastructure projects are generally large 

and need substantial financial resources. Therefore, governments look for partnerships with the private sector 

to secure financing for the development of infrastructure under certain types of contracts.  

A PPI project is a form of public-private partnership in which private investors contribute equity to 

projects, although the resulting entity is legally independent of sponsors (Jiménez, Salvaj, & Lee, 2018). The 

government gives rights to the private parties to build and operate a public infrastructure facility and receive 

associated revenue for a defined period of time (Noumba & Dinghem, 2005). PPI projects are a common 

method used in developing countries for financial support from the private sector for public infrastructure 

development (Taguchi & Sunouchi, 2019). It is not synonymous with public-private participation (PPP) 

projects but includes PPP as well as other private participation projects (World Bank, 2020b).  

Previous studies have analyzed various aspects of PPI projects ranging from privatization methods 

(Djankov, 1999), government credibility (Ramamurti, 2003), policy reforms (Henisz, Zelner, & Guillén, 



2005), the impact of socio-political and economic environment (Owusu-Manu et al., 2017), penalty measures 

against concessionaires’ defaults (Opawole, 2018), climate risk (Lupton, Jiménez, Bayraktar, & Tsagdis, 

2019),  the role of institutions (Taguchi & Sunouchi, 2019), within-country religious diversity (Jiménez, Jiang, 

Petersen, & Gammelgaard, 2019). political risk (W. Jiang, Martek, Hosseini, & Chen, 2019), and the impact 

of corruption (Jiménez, Bayraktar, Puche‐Regaliza, & Herrero, 2020),     

As mentioned above, the impacts of various factors on the success of PPI projects have been assessed 

using PPI dataset in several previous studies. However, a comprehensive study related to quantifying the risk 

associated with the USP projects in developing countries is missing.  Therefore, this study is carried out to 

fulfill this gap and investigate the relationship of USPs and the success of PPI projects in developing countries.  

This is the first study to quantify the impact of the USP on the success of PPI projects and the moderating 

role of the presence of local sponsors, control of corruption, and project size.  This study will help the 

investors understand the risk associated with the USP projects in developing countries, the role of control of 

corruption, and the presence of local sponsors in PPI projects. 

This study aims to answer the following questions: 

RQ1: What is the impact of USPs on the success of PPI projects in developing countries? 

RQ2: To what extent do the impact of project size, presence of a local sponsor, and control of corruption in 

a country moderate the association between USPs and project success? 

  PPI projects (due to the availability of large datasets) are an ideal empirical setting for testing the 

relationship between USPs and project success. Therefore, to answer the above questions, around 8951 PPI 

projects that occurred in developing countries were analyzed, and we found empirical support for our 

predictions. The study applies multi-hierarchical logistic regression with several control variables to 

investigate the relationship of USPs on the success of PPI projects. The average marginal effects were also 

estimated in this study to quantify the impact of USP on the performance of PPI projects. Moreover, the study 

considers the potential moderating effects of the control of corruption, the presence of local sponsors, and 

project size.  

This study has multi-faceted contributions. It contributes to the literature on PPI projects by providing 

evidence using a large sample of projects that occurred in developing countries related to the impact of USPs 

on the likelihood of success of PPI projects. The study quantifies the impact of USP on PPI projects using 

average marginal effects to help the investors in understanding the amount of associated risk with the USP in 

developing countries. It also investigates the moderating effects of the presence of local sponsors, control of 

corruption, and project size. Furthermore, the study also confirms the significance of variables such as climate 

risk, type of PPI, governance indicators, and the GDP per capita on the success of PPI projects. 

This paper is organized as follows: the study discusses the literature review and hypothesis development 

in Section 2 and the research methodology in Section 3. Section 4 presents the results in detail.. Section 5 is 



devoted to discusion, practical and theoretical implications, limitations and future research directions of the 

study. In the final section, we conclude the study. 

 

2 Literature review and hypotheses 

A PPI project is a form of a public-private partnership whose basic concept comes from the New public 

management (NPM); an institute for public management developments in the United Kingdom. The 

developed world uses it to increase the managerial skills and efficiency of the public sector. However, in 

developing countries, it is used to fill the infrastructure gap with the financial support of the private sector 

(Taguchi & Sunouchi, 2019). In PPI projects, the government grants rights to the private sector to build and 

operate certain infrastructure facilities to provide specified services and receive associated revenue for a 

defined period of time (Noumba & Dinghem, 2005). In PPI projects, the private sector acts as sponsors by 

owning project equity (Henisz et al., 2005). PPI projects do not only involve quick construction of the 

infrastructure facilities (Owusu-Manu et al., 2018), but they also involve the operation of the facilities to 

provide a set of defined services (Noumba & Dinghem, 2005). Due to the unique nature of the infrastructure 

investment in PPI projects, such as high level of risk, uncertainty, sunk costs, and transaction costs, it makes 

the role of governance indicators, institutions, and macro-economic conditions of the host country more 

important for the success of the PPI project  (Banerjee, Oetzel, & Ranganathan, 2006; Doh & Ramamurti, 

2003; Opawole & Jagboro, 2017; Taguchi & Sunouchi, 2019). 

In the past, privatization of infrastructure was strongly opposed by nationalistic forces (Henisz et al., 

2005). However, the participation of foreign sponsors in the development of public infrastructure has 

significantly increased with time, particularly in developing countries (Doh, 2000; Y. Jiang, Peng, Yang, & 

Mutlu, 2015; Ramamurti, 2003). In addition to funding provisions by private sponsors, some countries use 

USPs to overcome the inability of governments to identify, prioritize, prepare, and procure projects. A USP 

is submitted by a private firm to the public sector without formal or informal requests (Verma, 2010). The 

private firm originates the proposal and carries out a preliminary study including engineering, design, and 

feasibility studies. After the development of the preliminary studies, the government usually announces some 

type of public tender to increase competition and transparency (Marques, 2018). Different countries follow 

different procedures for managing USPs. The most common mechanisms are given below: 

• Swiss challenge: The Swiss challenge mechanism uses a competitive tender process with an additional 

advantage to the USP proponent (original proposer) (Verma, 2010).  It gives the right to the USP 

proponent to counter-match the price of a winning bid within a certain period of time (J. T. Hodges & 

Dellacha, 2007; Osei-Kyei, Chan, Dansoh, Ofori-Kuragu, & Oppong, 2018). The mechanism is common 

in several countries and regions, including the Philippines, India, Italy, Taiwan, Guam, and Australia. 



• Bonus system: It also follows an open tender process. However, it gives an advantage to the USP 

proponent by awarding bonus points (usually 5-10% of the points) (Zawawi, Kulatunga, & Thayaparan, 

2016). Chile and South Korea used the bonus system to promote USPs in their countries (J. T. Hodges & 

Dellacha, 2007). 

• Best and final offer:  The best and final offer mechanism is a multi-stage tender procedure, which has 

combined the Swiss challenge and bonus system mechanism. It gives the advantage to the USP proponent 

by qualifying to the final stage, where competitors have to submit their final offer  (J. T. Hodges & 

Dellacha, 2007; Verma, 2010). Countries including Argentina, Costa Rica, and South Africa use the best 

and final offer mechanism for managing USPs. 

• Regular procurement/Full competition:  In this type of USP framework, the USP proponent 

participates in the bidding process on equal terms with other competitors (Cameron, 2017; Osei-Kyei et 

al., 2018; Turley, 2015).  However, the USP proponent receives the costs of their expenses to acquire the 

right to proceed with the project (PPIAF, 2014). 

• Direct negotiation: In this method, the project is awarded to the USP firm through direct negotiation 

without competitive bidding due to ownership of intellectual property rights  (Anuar, 2012; Soreide, 2006; 

Zawawi et al., 2016).  

 Despite public tenders in some cases, USP proponents have some distinct advantages over competitors 

(Kim, Kim, Shin, & Lee, 2011; Zawawi et al., 2016), such as the development of knowledge and 

understanding of the project, awarding of bonus points to the USP proponent in some countries, and 

development of a close relationship with public authorities and politicians during preliminary studies 

(Marques, 2018). On the other hand, competitors do not get enough time to understand and do apposite project 

assessment while applying to the tender. This decreases the chance for a competitor to acquire the public 

tender of the USP project (Turley, 2015) and leads to reduced competition and transparency in project 

awarding process (J. Hodges, 2003). Furthermore, preliminary feasibility studies for USP projects are quickly 

prepared without  involvement of the public sector and the lack of competency of public authorities to 

appropriately analyze the merits of the suggested USP can lead to non-sustainable and inadequate projects, 

which have higher likelihood to fail (Pabodha Abeysekara, 2021; Turley, 2015). The general perception about 

USPs is that it only favors certain groups and parties (J. T. Hodges & Dellacha, 2007). USPs also have certain 

weaknesses, such as incomplete technical information, inaccurate identification of risk, inappropriate cost 

base (PPIAF, 2009), issues of intellectual property rights (Soreide, 2006), and lack of an international 

standard for managing USPs (J. T. Hodges & Dellacha, 2007), which make the PPI projects following USPs 

more complicated. Therefore, UPSs are expected to negatively affect the performance of PPI projects. 

Consequently, we propose the following hypothesis: 

H1: PPI projects following unsolicited proposals are more prone to failure. 



In addition to the expected negative relationship between USPs and PPI projects, we maintain that other 

variables, including control of corruption, project size, and the presence of a local sponsor, can moderate this 

relationship (USPs and success of PPI projects). Therefore, it is expected that the presence of a local sponsor 

and the stronger control of corruption in the host country will mitigate the negative effects, whereas projects 

of larger size will exacerbate the negative effect. 

Corruption is an abuse of  power for personal gain (Cuervo-Cazurra, 2016) and to compromise on 

the principals to get or give unlawful favor (Rose-Ackerman, 2007). It reflects the lack of respect for rules 

and regulations (Lee, Oh, & Eden, 2010), poor institutions of the country (Godinez & Liu, 2015), and lack of 

intensive competition in project procurement (Yap, Lee, & Skitmore, 2020).   

.Furthermore, corruption is an institutional factor that distorts and manipulates the public policy of 

the country (C. J. Chen, Ding, & Kim, 2010). It has different forms, including bribes, favoritism, 

inappropriate use of personal or organizational influences, and irregular payment in contracting (World Bank 

2000).    

Unsolicited private participation projects face many challenges and setbacks during their 

implementation  (Abdel Aziz & Nabavi, 2014), such as a lack of fairness, lack of standards, abuse of power 

(J. Hodges, 2003; J. T. Hodges & Dellacha, 2007), and ambiguity in procedures (PPIAF, 2014). Furthermore, 

the procurement process in the USP often lacks transparency and competition (Nwangwu, 2019),  which 

indicates the vulnerability of USPs to corruption, which is negatively related to the success of PPI projects 

(Jiménez, Russo, Kraak, & Jiang, 2017). Thus, considering the above information, a weaker negative effect 

of the USP on the success of PPI projects is expected when the control of corruption is stronger in the host 

country. It is important to explain that the variable control of corruption used in this study represents 

institutional control against corruption in a country (World Bank, 2020b). The stronger control of corruption 

in a country means less corruption (Jiménez et al., 2020). 

H2: The negative impact of the unsolicited proposal on the project success is weaker when the control 

of corruption is stronger in the host country. 

Another moderating variable we consider is the presence of local sponsors in PPI projects. In PPI 

projects, the lack of familiarity of the foreign sponsor to the local context leads to greater uncertainty in 

projects and relational and transaction costs (Henisz et al., 2005). Therefore, investments in infrastructure 

projects by foreign sponsors are riskier  (Bonaglia, Dellacroce, Moseley, & Nunez, 2015).  Furthermore, 

foreign sponsors are not familiar with the local features and tactics of corruption, which can increase the 

opportunistic behaviors of corrupt public authority and lead to delays in completing tasks (Méon & Weill, 

2010).  Foreign sponsors may face an unfriendly political environment in the host country (Arikan & Shenkar, 

2013), which reduces the chance of a constructive relationship with local stakeholders (Jiménez et al., 2019). 

The foreign firm is not embedded in the local network of the host country, which leads to the liability of 



foreignness (Eden & Miller, 2004) and bears additional costs i.e., liability of foreignness as compared to the 

local firms includes firm-specific costs  (unfamiliarity and absence of roots in the local market), spatial 

distance costs, host environment costs, and home country environment cost (Zaheer, 1995). The presence of 

a local sponsor in the project is one possible way to reduce the liabilities of the foreignness and negative 

consequences on public opinion (Jimenez & Bayraktar, 2020). Therefore, we argue that the existence of a 

local sponsor may weaken the negative relationship between the USP and project success. Thus, we propose 

the following hypothesis:   

H3: The negative impact of the unsolicited proposal on project success is weaker when there is a local 

sponsor in the project. 

We now turn our attention to the PPI project size. Large projects are inherently complex (Nguyen & 

Ogunlana, 2004), often have rigid and less flexible bureaucratic structures (Laforet, 2008), have higher 

managerial and coordination costs (Nooteboom, Van Haverbeke, Duysters, Gilsing, & Van den Oord, 2007), 

and are difficult to manage (Whitty & Maylor, 2009). Furthermore, large size projects are riskier due to the 

long planning horizon and associated complexity with project activities (Garemo, Matzinger, & Palter, 2015). 

Mega projects are highly complex, high risk, have a long duration, and have huge impacts on surrounding 

regions (Zhai, Xin, & Cheng, 2009). Merrow (2011), adds that many mega projects end up being 

disappointing to the sponsor and terrible to the local community and environment  (Merrow, 2011). Therefore, 

big projects carry higher chances of failure  (Garemo et al., 2015), and most of these projects fail to meet 

their defined objectives and experience significant overruns (Flyvbjerg, 2014).  

On the other hand, USP projects are less transparent, anti-competitive (J. Hodges, 2003), have low 

coordination among stakeholders (Turley, 2015), and are usually based on inaccurate cost estimates and risk 

(PPIAF, 2009). This may suggest that larger projects following USP are more prone to project failure as 

compared to smaller USP projects. Therefore, we argue that the antagonistic relation between project success 

and the USP is stronger in the case of larger projects. 

H4: The negative impact of the unsolicited proposal on project success is greater for larger projects. 

 

3 Research method 

This section presents the components of research methodology in detail in the following subsections.  

3.1 Framework structure 

For identification of the set of variables, related literature was comprehensively reviewed. As PPI 

projects involve a partnership of public and private sectors under certain types of contracts and both sectors 

are different in their strategic freedom and the ways of achieving their results. Private sectors achieve their 

results mainly through system dimensions, whereas public sectors strive to achieve results through people-

based dimensions (Eskildsen, Kristensen, & Juhl, 2004). The differences in objectives and poor 



communication among private and public sectors may create obstacles to the successful completion of the 

projects (Lerpold, 2003). Moreover, the inclusion of governance can decrease project efficiency regarding 

planning, execution, and management. It can also result in issues such as conflict of interest and politically 

motivated interferences (Sun, Hu, & Hillman, 2016). Further, researchers have investigated the impact of 

several macro-economic and institutional factors on PPI projects because of their vulnerability to these factors. 

Lupton et al. (2019) found that projects are more likely to succeed in a host country having higher GDP and 

lower unemployment rate . Jiang et al. (2015) concluded political risk as a critical success factor for success 

of PPI projects (Y. Jiang et al., 2015).  Ayat, Qureshi, & Kang. (2022) have found that a group of factors 

including income of the country, climate risk, religious diversity, political stability, regularity quality, and 

control of corruption have a significant impact on the success of PPI projects in the context of developing 

countries. Further, regularity quality in host country was found another important factor for PPI project 

success, which can offset the effect of shocks in projects (Ruiz Díaz, 2020). Another unique aspect of the 

infrastructure projects is that these projects are generally  large, require many physical assets, and firms need 

to interact frequently with authorities (Fernández‐Méndez, García‐Canal, & Guillén, 2019). Larger PPI 

projects are riskier (Lupton et al., 2019) because of associated disadvantages such as managerial complexity 

(Nooteboom et al., 2007), less flexible structure, and bureaucratic issues (Laforet, 2008), greater 

organizational inertia, etc. (Zhou & Li, 2010). Further, sub-types of PPI such as brownfield greenfield have 

a significant impact on the project success in PPI projects in developing countries (Ruiz Díaz, 2020).   

Therefore, several diverse factors, namely governance indicators (six variables), socio-political and 

economic indicators of the host country (nine variables), and project characteristics (three variables), have 

been included in this study as independent variables along with USP. Furthermore, three variables were 

selected as moderators through an extensive literature review on the relationship between USP and project 

success. The detail has been discussed in the literature review section.  

3.2 Sample 

The study is based on the secondary data collected from various databases. The main dataset consists 

of PPI projects acquired from World Bank (World Bank, 2020b), a commonly used source in the literature 

for investigating the impact of variables (Jimenez & Bayraktar, 2020; Lupton et al., 2019). The PPI dataset 

has 8951 PPI projects that took place in 125 developing countries between 1996 and 2020. This dataset 

collects information about the success/failure of PPI projects (dependent variable in this study), project size, 

type of PPI, presence of local sponsors (project characteristics), and type of proposal (a binary independent 

variable). Furthermore, the data related to governance indicators were collected from the Worldwide 

Governance Indicators database of World Bank (WGI, 2018). Furthermore, the data for the other independent 

variables (socio-political and economic factors) were collected from four other sources.  For example, the 

data related to language diversity and religious diversity were obtained from the website of Professor Douglas 



Dow  (http://dow.net.au/?page_id=35), climate risk from the German watch data source  

(https://germanwatch.org/en/cri),  business freedom was collected from the website of the Heritage 

Foundation (https://www.heritage.org) and  interest rate, GDP growth, inflation rate, and unemployment were 

collected from World bank website database (https://data.worldbank.org/).  

  

3.3 Variables 

The data consists of one binary class-dependent variable and 19 independent variables. The 

independent variables have been organized into two blocks. The first block consists of 18 control variables, 

and the second block consists of only one non-control variable (USP). Furthermore, the model consists of 

three moderators.  The structure of the framework has been shown in figure 1. Furthermore, all variables are 

explained in detail in Appendix A.  

3.3.1   Dependent variable 

In line with Alfredo et al. (2019), project status given in the PPI database has been employed in this 

study for measuring project success. Projects have been categorized in the PPI dataset in four classes: active, 

concluded, distressed, and canceled.  “Project success” equals “1” in the dataset if a project in the given 

database is categorized as active or concluded and “0” if the project is categorized as distressed or canceled. 

3.3.2 Independent variables 

The independent variable is a binary variable explaining the type of project proposal i.e., unsolicited 

proposal. Researchers have identified different strategies for both types of projects because of the difference 

in approaches for dealing with projects following solicited and unsolicited proposals. In this study, we 

measure the impact of USP on PPI project success. The USP is a binary variable; it is equal to “1” if the 

project results from an unsolicited proposal and “0” if it is a result of a solicited proposal.  

3.3.3 Moderators: 

In H2, H3, and H4, we propose that project size, control of corruption in a country, and the existence 

of a local sponsor in the PPI project can moderate the association between the USP and project success.  It is 

important to explain that project size has been presented by the project cost (investment) in this study. For 

testing the role of a local sponsor, we code the variable 1 when a local organization is sponsoring the project 

and 0 otherwise.  For project size and control of corruption, we standardized the values.   

3.3.4 Control variables 

We control for 18 variables, including three thematic groups, project characteristics, governance 

indicators, and socio-political and economic factors with a potential effect on project performance. The 

variables related to project characteristics include types of PPI projects, project size (project cost), and the 

existence of local sponsors. Similarly, there are six governance indicators, namely governance effectiveness, 

http://dow.net.au/?page_id=35)
https://germanwatch.org/en/7659
https://www.heritage.org/
https://data.worldbank.org/


control of corruption, voice of accountability, regularity quality, the rule of law, and political stability. There 

are 09 other variables, including GDP per capita, GDP growth, inflation rate, climate risk, religious diversity, 

language diversity, unemployment, interest rate, and business freedom. As mentioned above, all these 

variables were identified in previous studies as significant for PPI project success.  

Figure 1: The structure of the framework 

 

3.53.4 Estimation Techniques: 

Initially, the chi-squared test is used to identify the correlation between the two categorical variables 

(USP and project success). Then, hierarchical logistic regression is applied to further confirm the relationship 
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between the two variables. Before applying logistics regression, it is important to check the multi-collinearity 

among independent variables. Therefore, correlation among variables and variance inflation factor (VIF) for 

each variable is separately calculated. 

3.5.13.4.1 Chi-square test 

A chi-square statistic is a non-parametric test that is better used to evaluate the relationship between 

two categorical variables (McHugh, 2013), whereas Pearson and  Spearman's Ranking correlation are used 

for continuous variables (Chok, 2010). In this study, the relationship between two categorical variables, 

namely project success and USP, has to evaluate. Therefore, Chi-square is the preferred test to apply. In the 

chi-square test, a smaller p-value (p<0.05) indicates the significance of a statistical relationship between the 

two variables and suggests rejection of the null hypothesis. The following hypotheses are formed: 

Null hypothesis H0: The two variables (project success and USP) are independent of each other. 

Alternative hypothesis H1: The two variables are not independent of each other.  

𝜒2 = ∑
(𝑓0−𝑓𝑒)2

𝑓𝑒
                                                                         (1) 

where 𝑓0  = the observed frequency (the observed counts in the cells) 

and 𝑓𝑒= the expected frequency (if no relationship exists between the variables). 

3.5.23.4.2 Correlation Coefficient 

 We have used correlation coefficient in the study to determine the association among independent 

variables for resolving the issue of multi-collinearity, if it exists, before applying logistic regression. The 

following equation is used for computing correlation coefficient “r”: 
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where “x” and “y” represent the variables whose association is to be measured. The correlation coefficient 

“r” is a measure of the strength of linear relationship between two variables. The value of the correlation 

coefficient is between +1 (strong positive relation) and -1 (strong negative relation).   

3.5.33.4.3 Logistic regression 

Logistic regression is useful for binary class problems (W. Chen, Sun, & Han, 2019). It is considered 

a robust classification technique without adhering strongly to the assumption required for multivariate 

statistics (Wong, 2004). Logistic regression estimates the probability of each binary class (Agarwal, Kachroo, 

& Regentova, 2016). Based on the estimated probability, the object of interest is classified. If the probability 

of a class is greater than the predefined threshold (the commonly used threshold is 0.5), then the subject is 

counted as a positive class, and otherwise is a negative class (Hosmer, Lemeshow, & Cook, 2000). In this 



study, the binary dependent variable is project success or failure and a set of independent variables. Thus, the 

logistic regression estimates the relationship between project success and the given predictors. The logistic 

regression to identify the probability of the dependent variable (Y=1) is: 

 

𝑙𝑛 (
𝑃(𝑌=1)

1−𝑃(𝑌=1)
) = 𝛽0 +  𝛽1 𝑋1 + 𝛽2 𝑋2 +  𝛽3 𝑋3 +  … … … + 𝛽𝑘 𝑋𝑘          (3) 

In this model, P is the probability that the dependent variable (Y=1) and X1……… Xk are the predictors, 

where 𝛽0  is the constant and 𝛽1 … … … . . 𝛽𝑘  are the regression coefficients that must be estimated from the 

data. Equation (2) can be transformed with algebraic operations for the probability that the event will occur 

as follows:  

𝑃(𝑌 = 1) =
exp (∑ 𝛽𝑖 𝑥𝑖

𝑛
𝑖=1 )

1+𝑒𝑥𝑝(∑ 𝛽𝑖 𝑥𝑖
𝑛
𝑖=1 )

                                                                                      (4) 

If the estimated probability of the dependent variable (Y=1) is greater than 0.5, the project is considered to 

be successful; otherwise, it is a failure.  

 

4 Results 

Table 1 reports the descriptive statistics, which show that the dataset consists of 3 categorical variables 

and 16 numerical variables. The numerical variables vary in size and have been presented in different units. 

The inconsistency in the dataset led to a higher probability of error in predicting the desired classes. Therefore, 

data scaling is done  to reduce the chances of inaccuracy in the final results and to improve the performances 

of machine learning algorithms (Ahsan, Mahmud, Saha, Gupta, & Siddique, 2021; Ambarwari, Adrian, & 

Herdiyeni, 2020). Selecting the appropriate scaling technique for each machine learning algorithm is the main 

challenge because their performances can change with different scaling methods (Shahriyari, 2019). Ahsan, 

et al (2020) evaluated the performances of eleven machine learning algorithms along with six distinct scaling 

techniques, namely MinMax scale, Normalization, Robust Scaler, Standardization, MaxAbs scale, and 

Quantitle Transformer. They found that logistic regression performed better in all given scenarios along with 

the standardization technique. Therefore, standardization technique is used in this study. 

 

 

 

 

 

 

 

 



 

 

Table 1: Descriptive Statistics 

 

 

 

Table 2 reports the success rate of projects following unsolicited and solicited proposals and chi-

square statistics. The results show that the success rate in the solicited proposal is higher than with the 

unsolicited proposal. Further, the chi-square statistics assess the significance of the association between 

project success and unsolicited/solicited proposals. Considering the degree of freedom (df=1) and chi-square 

test statistics (𝜒2 = 175.5), the p-value can be found from the chi-square table (pt=0.001). The smaller the p-

 ID Variable Variable 

type 

Min. Max Mean Standard 

deviation 

 USP Unsolicited proposal Categoric

al 

    

P
ro

ject 

ch
a

ra
cteristics 

PC1 Type of PPI 

(Greenfield) 

Categoric

al 

    

PC2 Local sponsors Categoric

al 

    

PC3 Project size (USD 

Million) 

Numerical 0.3 35587 229.13 668.90 

G
o

v
ern

a
n

ce in
d

ica
to

rs 

GR1 Control of 

corruption 

Numerical .00 80.41 42.25 14.24 

GR2 Regularity quality Numerical .52 82.69 48.40 13.84 

GR3 Voice of 

accountability 

Numerical .48 86.21 40.20 22.17 

GR4 Rule of law Numerical .48 78.37 42.02 12.74 

GR5 Government 

effectiveness 

Numerical .96 85.85 51.61 13.29 

GR6 Political stability Numerical .00 94.69 29.54 14.97 

S
o
cio

-p
o
litica

l a
n

d
 eco

n
o
m

ic 

fa
cto

rs 

SP1 GDP per capita Numerical 138.97 15421 4580.1

0 

3548.52 

SP2 GDP growth(%) Numerical -33.10 18.29 5.05 3.63 

SP3 Inflation rate Numerical -10.07 513.91 6.79 10.70 

SP4 Climate risk Numerical .00 36602 10098 14013.34 

SP5 Religious diversity Numerical .00 0.99 .31 0.20 

SP6 Language diversity Numerical .00 1.00 .43 .323 

SP7 Unemployment Numerical .13 35.27 7.0028 4.506 

SP8 Interest rate Numerical -35.31 77.62 14.342 20.234 

SP9 Business freedom Numerical 20.00 86.70 68.513 10.785 



value of chi-square statistics (p-value < 2.2e-16) than the value of the chi-square table (pt=0.001) suggests 

the rejection of our null hypothesis and acceptance of the alternative hypothesis. This indicates the 

significance of the correlation between the two variables.  Based on these results, a statistically significant 

relationship between Unsolicited proposals (USPs) and the likelihood of PPI project success can be concluded. 

Table 2:  The difference between Proposal type using Chi-square statistics 

Project status Proposal type Total 

Unsolicited Proposal  Solicited proposal 

Fail 309 24 333 

Success 4936 3866 8802 

Success rate 0.941 0.994 0.964 

Chi-square statistics:  𝝌𝟐 = 175.5 ,    degree of freedom=01,       p-value<  2.2e-16 

 

Table 3 reports the correlation matrix and variance inflation factor (VIFs) for the independent 

variables to look for the issue of multi-collinearity among independent variables. The multi-collinearity 

(strong correlation among independent variables) can cause a number of issues such as an increase in standard 

errors, high instability in results, overfitting, which reduce the reliability of the results (Daoud, 2017). 

Therefore, a correlation matrix was used to detect multi-collinearity. Correlation shows the association 

between two variables either in the same (positive correlation) or in the opposite (negative correlation) 

direction (Schober, Boer, & Schwarte, 2018). For instance, the correlation between GDP per capita and the 

inflation rate is .098 as given in Table 3. This shows that if the magnitude of GDP per capita changes at 1 

unit, the inflation rate will only change at the amount of 0.098 or vice versa. The correlation between two 

variables is considered strong if the value of the correlation coefficient is ≤ 0.7 or -0.7 (Akoglu, 2018). The 

results show that correlation among variables in this study ranges between 0.357 and -0.490, which suggests 

that multi-collinearity is not an issue in the dataset. Another indicator known as VIF is also used in this study 

to check for the multi-collinearity.  The VIF equal to one (VIF=1) means that there is no correlation between 

independent variables; the VIF greater than one and less than five (1 < VIF < 5) suggests moderately 

correlations and the VIF greater than 10 (VIF>10)  suggests the results can be misleading due to strong multi-

collinearity (Daoud, 2017). The results in this study show that VIFs are well below the limit of 10.  Therefore, 

it can be concluded that multi-collinearity is not an issue in this model and is suitable for logistic regression



 

Table 3: Correlation Matrix 

Variables ID GR6 SP4 USP PC3 PC1 GR4 SP3 PC2 SP7 SP1 SP5 SP2 SP8 GR2 SP9 SP6 GR3 GR1 GR5 VIF 

Political stability GR6 1.00                   1.60 

Climate risk SP4 -.03 1.00                  1.25 

Unsolicited proposal USP .072 -.03 1.00                 1.30 

Project size PC3 .008 .075 -.004 1.00                1.04 

Type of PPI PC1 .011 .055 .076 -.02 1.00               1.31 

Rule of law GR4 -.11 .141 -.034 -.025 .011 1.00              1.30 

Inflation rate SP3 .080 .129 .040 .009 .013 .018 1.00             4.72 

Local sponsors PC2 -.10 .100 .021 -.005 -.05 .018 .008 1.00            4.28 

Unemployment SP7 .150 .067 .000 .021 -.13 .052 -.05 -.08 1.00           4.71 

GDP per capita SP1 .023 .008 -.362 -.114 .046 -.12 .098 .058 -.02 1.00          2.28 

Religious diversity SP5 -.46 -.05 -.083 .016 -.02 -.07 -.01 .065 -.14 .087 1.00         1.18 

GDP Growth (%) SP2 .126 -.25 .065 -.021 -.08 .002 .139 -.03 .179 .206 -.13 1.00        4.73 

Interest rate SP8 .049 -.10 -.086 -.012 -.02 .175 .049 .007 .043 .198 -.08 .245 1.00       2.59 

Regularity quality GR2 .019 .121 .033 -.008 -.02 .019 .040 -.02 -.07 -.019 .210 -.15 -.19 1.00      3.88 

Business freedom SP9 .323 -.30 .076 -.031 -.02 -.19 -.05 .094 .019 .037 -.24 .020 .119 .096 1.00     1.46 

Language diversity SP6 .331 -.05 -.138 -.051 .066 -.27 .078 -.05 .060 .480 -.20 .008 .312 .207 .022 1.00    3.44 

Voice of accountability GR3 .085 .356 .042 .012 -.036 -.436 -.018 .145 -.076 .079 .133 .090 -.19 -.04 .124 -.15 1.00   3.80 

Control of corruption GR1 -.21 -.04 .021 .005 .062 -.43 -.02 .022 -.226 .005 .177 -.18 -.25 -.09 .010 .090 .065 1.00  2.02 

Government 

effectiveness 

GR5 -.06 -.31 -.015 .022 -.02 -.29 .017 .033 .045 -.142 -.04 .114 .012 -.49 -.226 -.12 .036 -.24 1.00 2.25 
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 1 

 2 

As discussed in the methodology section, the framework used in this study has controlled the impact 3 

of 18 variables, and also investigated the moderating effect of control of corruption, presence of local 4 

sponsors, and project size on the relationship of USP (independent variable) and performance of PPI 5 

projects (dependent variable). Furthermore, average marginal effects were calculated to quantify the impact 6 

of USP on the success of PPI projects. The results that describe the relationship of USP and performance 7 

of PPI projects, the role of moderators and average marginal effects have been presented below.   8 

Table 4 presents the results of the hierarchical logistic regression model. Model 1 includes the USP 9 

and 18 control variables regarding project characteristics, governance indicators, and socio-political and 10 

economic situation. Model 2 checks the moderating effect of Control of corruption (Hypothesis 2). 11 

Similarly, Models 3 and 4 check the moderating effects of the presence of local sponsors and project size 12 

(total investment), respectively.  13 
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Table 4: Impact of Unsolicited Proposal on PPI Project Success  14 

 15 

The results of Model 1 show that the coefficient of USP is negative and significant (β= -1.65, 16 

p<0.01). This indicates that the USP negatively impacts the likelihood of project success, supporting 17 

Hypothesis 1. Furthermore, the results of the model also show that several control variables have significant 18 

impacts on the likelihood of success of PPI projects. Greenfield projects and the projects occurring in 19 

 Base 

(Model 1) 

Control of 

corruption  

(Model 2) 

Local sponsors 

 

(Model 3) 

Total investment 

(Model 4) 

 B SE B SE B SE B SE 

Type of PPI (Greenfield) -0.978*** .055 -.981*** .055 -.972*** .055 -.979*** .055 

Local sponsors .394*** .055 .395* .058 .775* .262 .392* .056 

Total investment -.052** .026 -.054** .025 -.055** .028 -.030** .074 

Control of corruption .157** .049 .685** .102 .158** .049 .157** .049 

Regularity quality .093** .042 .090** .044 .091** .043 .095** .045 

Voice of accountability .221*** .047 .295*** .050 .298*** .047 .298*** .047 

Rule of law .077* .046 .077*** .050 .078*** .050 .081*** .051 

Government effectiveness .014 .052 .15 .053 0.02 .054 0.16 .054 

Political stability .144*** .028 .147*** .028 .149*** .028 .149*** .028 

GDP per capita -.580*** .050 -.578*** .050 -.577*** .050 -.578*** .050 

GDP growth (%) -.023 .029 -.024 .029 -.023 .029 -.023 .029 

 Inflation rate .020 .023 .026 .022 .019 .023 .020 .023 

Climate risk -.484*** .052 -.478*** .052 -.487*** .052 -.486*** .052 

Religious diversity -.176*** .031 -.179*** .031 -.176*** .031 -.176*** .031 

Language diversity .057 .040 .060 .040 .059 .040 .059 .040 

Unemployment .56 .025 .58 .025 .62 .028 .60 .026 

Interest rate -.325 .297 -.312 .297 -.324 .297 -.324 .297 

Business freedom .018 .036 .022 .036 .019 .036 .018 .036 

 Unsolicited proposal -1.65*** .094 -1.704*** .098 -1.19*** .272 -1.67*** .094 

Control of corruption * 

Unsolicited proposal 

  -.494*** .084     

Local sponsor * 

Unsolicited proposal 

    .336* .192   

Total investment * 

Unsolicited proposal 

      -.031 .042 

Constant -6.057*** .334 -3.392*** .160 -3.42*** .158 -3.926*** 149.4 

 • *** means significant at 0.01 

• **   means significant at 0.05 

• *     means significant at 0.1 
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countries that are more politically stable and have strong control of corruption, regularity quality, and voice 20 

of accountability have a greater chance to succeed. In contrast, projects occurring in countries with higher 21 

climate risk and higher religious diversity are more likely to fail. These results are in line with previous 22 

studies (Jiménez et al., 2019; Jiménez et al., 2017; Lupton et al., 2019; Owusu-Manu et al., 2017). Moreover, 23 

the higher the GDP per capita of the host country has an apparently negative relation with the success of 24 

PPI projects. These results are surprising and in line with previous studies (Jimenez & Bayraktar, 2020; 25 

Jiménez et al., 2020). Therefore, the impact of GDP per capita needs further investigations in future studies.  26 

 27 
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 28 

Table 5: Average Marginal effect 29 

 30 

 Base 

(Model 1) 

Control of corruption  

(Model 2) 

Local sponsors 

 

(Model 3) 

Total investment 

(Model 4) 

Factor AME SE AME SE AME SE AME SE 

Type of PPI 

(Greenfield) 

-0.027*** .0041 -0.015*** 0.006 -0.027*** 0.004 -0.027*** 0.004 

Local sponsors  0.010*** .004 0.009* .006 0.018* 0.01 0.010* 0.004 

Total investment -0.149** .079 -0.231** 0.158 -.055** .036 -0.291** 0.285 

Control of corruption .0221** .0366 0.49** 0.237 0.019** .049 0.022** 0.036 

Regularity quality 0.718** .026 0.119** 0.067 0.07** 0.042 0.071** 0.041 

Voice of accountability 0.031*** .028 0.009*** 0.058 0.030*** 0.028 0.031*** 0.028 

Rule of law 0.011* .011 0.006*** 0.013 0.011*** 0.011 0.011*** 0.011 

Government 

effectiveness 

0.0212 .049 0.158 0.066 -0.020 0.049 0.020 0.049 

Political stability 0.014*** .0026 0.09*** 0.004 0.013*** 0.002 0.014*** 0.002 

GDP per capita -0.072*** .016 -0.170*** 0.056 -0.073*** 0.017 -0.073*** 0.017 

GDP growth (%) -.015 .0314 -0.036 0.103 -0.009 0.03 -0.016 0.031 

 Inflation rate .249 .023 0.003 .022 0.25 0.03 0.251 0.037 

Climate risk -0.033*** .0100 -0.029*** 0.011 -0.023*** 0.01 -0.022*** 0.010 

Religious diversity -1.48*** .031 -7.12*** 2.22 -0.072*** 0.042 -1.50*** 1.165 

Language diversity .219 .900 0.96 1.644 0.25 0.910 0.255 0.903 

Unemployment -0.047 .0319 -0.024 0.063 0.05 0.031 0.046 0.032 

Interest rate -0.40 .015 -0.186 0.086 -0.042 0.015 -0.040 0.015 

Business freedom .0334 .041 0.0419 0.0301 0.0336 0.014 0.033 0.014 

 Unsolicited proposal -0.038*** .0035 -0.024*** 0.007 -0.033*** 0.012 -0.038*** 0.003 

Control of corruption * 

Unsolicited proposal 

  0.217*** 0.166     

Local sponsor * 

Unsolicited proposal 

    0.020* 0.043   

Total investment * 

Unsolicited proposal 

      -0.171 0.345 

         

 • *** means significant at 0.01 

• **   means significant at 0.05 

• *     means significant at 0.1 
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The coefficient of the unsolicited proposal is negative and statistically significant across all four 31 

models. However, the coefficient of the relationship varies in all four models (Wiersema & Bowen, 2009). 32 

Therefore, estimation of average margin effects is needed to assess the size of each effect (Jiménez et al., 33 

2020). The average marginal effect for limited dependent variables has been calculated in multiple previous 34 

studies to assess the value of the coefficient of the targeted variables (Jimenez & Bayraktar, 2020; Jiménez 35 

et al., 2020; Jiménez et al., 2019). The results (average marginal effects) in Table 5 show that when there 36 

is a USP, the likelihood of PPI project success decreases by 3.8% (p< 0.01). This negative effect of a USP 37 

on the likelihood of PPI project success ranges between 2.4% and 3.8% in all models. The average marginal 38 

effects also validate Hypothesis 1.  39 

With Hypothesis 2, we proposed that the effect of the negative relationship of a USP on the success of 40 

a PPI project is weakened if the control of corruption is stronger in the host country.  The results of Model 41 

2 show that the coefficient of the interaction between a USP and control of corruption is positively related 42 

and significant (β= 0.494, p<0.01). The results support Hypothesis 2. The results also suggest that control 43 

of corruption has an overall positive effect on the likelihood of success of the PPI project. The negative 44 

effect of the USP on project success is, therefore, weaker if the control of corruption is stronger in the host 45 

country. These results are in line with our prior explanation based on the previous literature.  46 

We also argued in Hypothesis 3 that the existence of a local sponsor in the project can have a positive 47 

impact on project success following a USP. In Model 3, we find that the coefficient of the interaction 48 

between a USP is positive and significant at alpha=01 (β= 0.336, p<0.1).  This shows that projects including 49 

local sponsors are more likely to succeed. The results validate Hypothesis 3.   50 

Moreover, we suggested larger projects are more difficult to manage, and a USP will make them 51 

further difficult to perform. Therefore, the moderation of the project size will  harm the project's success. 52 

However, the results in Model 4 show that the coefficient of the interaction between a USP and project size 53 

(total investment) is insignificant (β= 0.031, p>0.1), which does not support Hypothesis 4. 54 

The results of the study support the first three hypotheses proposed in this study related to the negative 55 

impact of the USP on the performance of PPI projects and moderating role of the presence of local sponsors 56 

and control of corruption. However, the results do not support the fourth hypothesis about the moderating 57 

role of project size. The results have been further discussed in the following section.  58 

 59 

5 Discussion 60 

This study discusses the impact of USPs on the success of PPI projects considering its dual nature. On 61 

the one hand, USPs bring benefits to both the public and private sectors. As a result of a USP, the public 62 

sector gets innovative solutions from the private sector. As the private sector identifies an infrastructure 63 

gap and provides innovative and specific solutions for infrastructure upgradation (Cameron, 2017).  On the 64 
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other hand, the USP is riskier because of its anti-competitive nature (Verma, 2010), lacking standard 65 

procedures (J. T. Hodges & Dellacha, 2007), unreliable appraisals  (Cameron, 2017), and inaccurate cost 66 

estimations (PPIAF, 2009).  Despite these challenges and risks associated with USPs, they not only exist 67 

but are continuously increasing (Neves & Kim, 2017; Turley, 2015). Therefore, it was essential to 68 

investigate the impact of USPs on the success of PPI projects.  69 

As discussed in the previous section, there is a statistically significant and negative relationship 70 

between the success of PPI projects and USPs (Hypothesis 1). The negative relationship of the USP on 71 

project success can be explained by issues associated with USP methodologies. In a USP, a private firm 72 

directly approaches a government with a new project idea without any request from that government.  The 73 

private sector carries out the preliminary studies, which are usually followed by some types of public 74 

proposals after the initial assessment. Despite some types of public proposals, the USP proponents have 75 

inevitable advantages, and the process of awarding the project is less transparent (Marques, 2018). The 76 

quick preparation of the USP without the active involvement of the public sector (Turley, 2015), a shorter 77 

time for competitors to understand the proposed project, and the opportunity for the USP proponent to 78 

develop close relationships with public officials, particularly with unskilled politicians may favor the USP 79 

proponent to acquire the project with undue scrutiny and appropriate procedures. The case of a lack of 80 

capacity of the public sector to properly assess the merits and adequacy of the USP also poses more risk of 81 

selection of an inadequate project at a higher cost. 82 

Furthermore, the lower transparency in the USP process makes the project vulnerable to possible 83 

misconduct and accusations by various stakeholders (J. T. Hodges & Dellacha, 2007).  The issues such as 84 

mismanagement of government, lack of competition, and poor transparency were also identified in the USP 85 

projects that occurred in the United States (Abdel Aziz & Nabavi, 2014). This suggests the commonality 86 

of these problems related to the USP projects in both developing and developed countries. Therefore, 87 

several developed countries, including United States and European Union countries, have introduced 88 

legislation to establish special frameworks for managing unsolicited proposals. For instances, The USP 89 

projects in the transportation department have to go through several phases project identification, project 90 

screening, project development and project procurement (PPTA, 2014). The European countries need to 91 

comply with the competitive tendering process in USP projects (EPCEU, 2014). Furthermore, World Bank 92 

has recognized Peru and United states as champions of the USP with perfect scores for its policy design 93 

(World Bank, 2020a). Despite this global recognition, the USP policy of Peru suffers from several 94 

implementation issues such as limited information, the discretionary misuse of auction design and the 95 

competition problem (Takano-Valdivia, 2021). This indicates the problems with USP are deep rooted and 96 

need more effort to resolve by using well-structured and clear policy guidelines, highly skillful and 97 
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competent staff, fair and competitive tendering process, extensive stakeholder engagement are required for 98 

managing USP projects (Osei-Kyei et al., 2018). 99 

The study also analyzed the moderating effect of control of corruption, presence of a local sponsor, 100 

and project size (total investment) on the relationship between USPs and the success of PPI projects. The 101 

results show that control of corruption moderates the relationship (Hypothesis 2). It indicates that the 102 

stronger the control of corruption (less corruption), the weaker would the negative relationship is between 103 

USPs and the likelihood of the success of PPI projects. The moderating effect of the control of corruption 104 

can be due to the higher vulnerability of the USP projects to corruption because of less transparency and 105 

poor competition in the USP process. The anti-competitive nature of USPs leads to corruption and abuse of 106 

political power (J. Hodges, 2003; Zawawi et al., 2016). Corruption in USPs is a serious challenge, which 107 

occurs during the appraisal and approval of the proposal (Cameron, 2017). Furthermore, the lack of 108 

transparency and avoiding due procedures in the selection and implementation of projects are the greatest 109 

concerns in USP projects (Turley, 2015).  Therefore, in countries that have stronger control of corruption 110 

(less corruption), USPs are less risky as compared to countries with higher corruption (weak control of 111 

corruption).  112 

The existence of local sponsors also mitigates the negative relationship between USPs and the success 113 

of PPI projects (Hypothesis 3). The positive moderating effect of the presence of a local sponsor can be 114 

because of the familiarity of the local firm to culture, norms, and regulations of the host country. It is 115 

important for the sponsor to understand the culture, norms, and rules of the host country while applying for 116 

the USP. An inaccurate interpretation of the local culture, norms, and rules of the host country by a foreign 117 

sponsor may pose difficulties in managing public officers (Anechiarico & Jacobs, 1996). Poor knowledge 118 

of the local context host country adds higher relational and transaction costs and uncertainty to the project 119 

(Henisz et al., 2005). Therefore, the poor performance of foreign sponsors in projects is understandable 120 

because of the lack of familiarity with a local context. Including local sponsors in the projects is one way 121 

to decrease the additional costs associated with foreign sponsors (liability of foreignness).  122 

We found that project size has no significant moderating effect on the relationship of USPs and the 123 

likelihood of success of PPI projects (Hypothesis 4). The results support that the investment size strengthens 124 

the negative relationship of USPs and the success of PPI projects, although the associated coefficients are 125 

not statistically significant in any of the four models. Therefore, the impact of the investment size is 126 

negligible. This factor may need further investigation in future studies.  127 

 128 

5.1 Practical and theoretical implications of the study 129 

 The study has the following practical and theoretical implications.  130 
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• It highlights the negative impacts of USPs on the success of PPI projects by providing certain 131 

empirical  shreds of evidence. It quantifies the associated risk with USP projects in developing 132 

countries. As mentioned in the results, USP decreases the likelihood of PPI project success by 3.8%. 133 

It will help the practitioners to understand the additional risk with USP.  134 

• It also gives crucial information about the moderating effects of control of corruption and the 135 

presence of a local sponsor.  136 

o These findings suggest a specific framework for managing USP projects and the 137 

importance of strict controls of corruption in the host country for the success of PPI projects.  138 

o The study also emphasizes the need for understanding the country's local context well 139 

before applying to projects particular to USPs.  140 

• In other words, this study emphasizes the importance of corruption measures in the host country 141 

and the presence of local sponsors during considering USP projects. Therefore, the practitioners 142 

should have enough information related to the corruption measures in the host country and should 143 

have capabilities to properly address the foreignness of liabilities.  144 

• The study also confirms the significance of variables such as climate risk, type of PPI, and 145 

governance indicators on the success of PPI projects.  146 

• The study has some important contributions to the literature by explaining the association of USPs 147 

and the success of PPI projects using a comprehensive framework with several control variables 148 

and moderators.  149 

• It provides  theoretical solid foundations for future research regarding unsolicited PPI projects. This 150 

study may also be helpful for other researchers to investigate further aspects of USP PPI projects 151 

in the future.  152 

 153 

5.2 Limitations of the stud and future research avenues 154 

Despite its several contributions, the study is subject to certain limitations.  However, it also opens an 155 

interesting avenue for future research. 156 

• In this study, the impact of USPs on the success of PPI projects has been investigated. However, 157 

different countries follow different USP frameworks and methodologies. It does not consider the impact 158 

of a specific framework on the success of PPI projects. We are unable to see the impact of these 159 

methodologies on the success of the project success. Therefore, in the future the impact of different 160 

types of frameworks on the success of projects can be investigated and may compare the performances 161 

of these frameworks in managing USP projects. 162 

• The study used data related to developing countries. These results should be interpreted in the context 163 

of developing countries only. The impact may be different in the context of developed countries. 164 



25 

 

Therefore, in the future, a study may carry out to investigate the impact of unsolicited PPI proposals on 165 

project success in developed countries. 166 

6 Conclusion 167 

This study used hierarchical logistic regression to investigate the relationship between USPs and the 168 

success of PPI projects in developing countries using a PPI dataset. For the sake of accuracy in relationships, 169 

the impact of 18 variables has been controlled, which have been identified in previous studies as important 170 

for the success of PPI projects. Furthermore, the moderating impacts of three variables, including control 171 

of corruption, the presence of a local sponsor, and project size, have been investigated. The results show 172 

that USPs have negative effects on the likelihood of success of PPI projects in developing countries. It is 173 

also found the moderating effect of the presence of local sponsors and control of corruption in the host 174 

country on the relations of USPs and the success PPI projects. Furthermore, the findings indicate that USP 175 

PPI projects are riskier than traditional PPI projects and these projects are more vulnerable to failure if 176 

carried out without the participation of local sponsors and in the countries with weaker control of corruption.  177 

 The study contributed to the PPI literature by adding a new aspect of investigating the impact of USPs 178 

on the success of PPI projects. By using the average marginal effects, the study quantified the negative 179 

impact of USP on the success of PPI projects. It also has other important practical implications, such as 180 

understanding the importance of the presence of a local sponsor and the role of control of corruption in the 181 

host country in the success of unsolicited PPI proposals. These findings will help the practitioners to decide 182 

for applying unsolicited proposals considering the associated risks and role of local sponsors and control of 183 

corruption.  184 

The study summarizes the following recommendations for improving USP PPI projects in developing 185 

countries. The recommendations are made based on the characteristics of USP PPI projects and the issues 186 

identified in the previous studies.  187 

• Unambiguous and well-structured policy guidelines: Ambiguity in unsolicited proposals is the 188 

deep rooted problem. Therefore, all the stakeholders must interact extensively to reduce the 189 

ambiguity in the procedure. Furthermore, Unambiguous and well-structured policy guidelines are 190 

recommended to streamline the evaluation process of USPs and the responsibilities of relevant 191 

public authorities. The guideline for unsolicited PPI projects can either be developed separately or 192 

embedded in national PPI policy guidelines. 193 

• Avoidance of corruption: The findings of the study indicate that control of corruption has a critical 194 

role in mitigating the negative impact of USP on the performance of PPI projects. To make the 195 

environment suitable for PPI projects, governments should take serious steps to strengthen the 196 

control of corruption in institutes.  197 
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• Addressing liability of foreignness: Another important finding is the identification of moderating 198 

role of local sponsors on the relationship of USP and performance of PPI projects.  This is mainly 199 

because the presence of local sponsors addresses the liability of foreignness. Therefore, it is 200 

recommended  that foreign sponsors make consortium with local firms to execute the USP.  201 

• Approval timelines and transaction fees: To make competitive processes healthier, competitors 202 

should give appropriate time to assess and prepare acounter-proposal. Furthermore, appropriate 203 

transaction fees must be paid to USP proponents (original proponents).  204 

• Capacity development of public authority: The public sector capacity should be built for proper 205 

assessment and selection of financially viable and adequate USPs with unique ideas and appropriate 206 

values for money. Furthermore, countries should avail the service of highly skillful and experienced 207 

outside experts to accurately assess and execute USPs.  208 

• Clarity and transparency in USP procedures:  Lack of transparency is another deep rooted issue 209 

in USP globally. Therefore, maximum clarity and transparency in USP procedures are needed to 210 

reduce the chances of corruption and abuse of political power.  Competitive and transparent 211 

tendering procedures are recommended after approval of the USP to bring fair market prices and 212 

reduce the chances of mistreatment and corruption. Moreover, the protection of intellectual 213 

property rights of the USP proponent must be ensured, particularly when the USP is subjected to 214 

open competition. 215 

• Financial health of the private sector: Furthermore, the financial strength of the consortium 216 

should also be considered during the assessment process of the suitability of the unsolicited PPI 217 

proposal. 218 
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