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Abstract: Much research has been carried out to discover partnership critical success factors that
influence public-private partnership success. Since most public-private partnership projects are
long-term in nature and include contractual arrangements, there is still a lot to learn about contract
governance’s role in public-private partnership performance. Therefore, this study examines the
effect of contract governance on the relationship between partnership critical success factors and
partnership performance in Malaysia. Stakeholder Theory serves as the underpinning theory
for this study. This study employed a quantitative method based on the positivist paradigm to
distribute questionnaires. The information was collected from 261 contracting parties’ officials
in Malaysian public-private partnership projects regulated by the Malaysian Public-Private Part-
nership Unit, and a stratified random sampling method was employed. The structural equation
model analysis found that eight out of ten hypotheses were supported. According to this study, it
has been established that contract governance has a direct favorable influence on partnership per-
formance. However, it is also found that contract governance does not moderate the relationship
between partnership critical success factors and partnership performance. Due to time constraints
and the emergence of the COVID-19 pandemic, this study was from a cross-sectional viewpoint
and adopted a quantitative methodology. The findings of this study are important in the contract
governance and partnership performance literature, providing policymakers and concessionaires
with new information on the impact of contract governance on public-private partnership project
performance. Managers of public-private partnership projects should also be able to enhance their
projects’ performance by understanding how contract governance influences the performance of
their projects.

Keywords: contract governance; partnership performance; COVID-19; Malaysian public-private
partnership initiatives

1. Introduction

Many organizations have partnered with resource shortage issues (Chakkol et al.
2018; Downey et al. 2013), including a partnership between the government and private
sector in the public-private partnership (PPP) initiatives. Better organizational governance
and sustained industry leadership are among the advantages of a successful partnership
(Stadtler 2015; Liu et al. 2014). Due to the complexity of the PPP relationship, contractual
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instruments (Chakkol et al. 2018) are often utilized to control partnership relationships
and accomplish desired partnership goals. In PPP initiatives, the contract describes all
parties’ roles and obligations. To ensure the collaboration achieves its aims, rigorous
contract governance is needed (EPEC 2014). A contract binds all participants in a PPP
project and may function as a governance instrument to ensure project performance meets
objectives. Public-Private Partnership, commonly known as PPP or 3P initiatives, has been
adopted in many countries as one mechanism to procure public facilities and services
(Mohamad et al. 2018). Hence, public-private partnership projects are usually subjected to
public attention. Since its inception in 1983, the performance of public-private partnership
projects in Malaysia has received positive feedback from various stakeholders to improve
performance in providing public facilities and services through the participation of private
parties and to reduce public spending (Mohamad et al. 2018).

In the latest development, public-private partnership initiatives can assist govern-
ments in addressing health issues, including efforts to curb the spread of COVID-19 via
constructing makeshift hospitals and implementing 5G technology in China (Abbas et al.
2021) and through an industrial vaccination program in Malaysia (Ministry of International
Trade and Industry 2021).

In light of theoretical research gaps, first, the literature suggests the need to look
into more success factors that may influence public-private partnership performance.
Identifying and focusing on partnership critical success factors is important because they
are considered key drivers to partnership performance, affecting partnership success
(Al-Saadi and Abdou 2016; Ahmad et al. 2021). There is also a need for all contracting
parties in a public-private partnership project to understand the potential factors that
make a public-private partnership produce better performance compared to traditional
arrangements (Hodge and Greve 2017). Second, many previous studies on critical success
factors that affect the performance of public-private partnership initiatives illustrate a long
list of factors, whether focusing on a specific industry, such as road projects in Ethiopia
(Debela 2022), housing in Nigeria (Muhammad and Johar 2019), biopharmaceutical in
Iran (Shakeri and Radfar 2017), or the public-private partnership in general (Chou and
Pramudawardhani 2015; Shi et al. 2016). Although past academics have conducted several
studies on critical success factors, research on such aspects from internal and external
sources appears to be limited. As a result, this study looks at partnership critical success
factors from both internal and external perspectives (Ahmad et al. 2021). Thirdly, the
literature on contract governance seems limited and needs further enrichment, especially
in the context of public-private partnerships. Studies conducted in contract governance
previously focused on the inter-firm supply-chain context (Awan et al. 2018). However,
limited evidence can be found on the relationship of contract governance with public-
private partnerships.

In prior studies, minimizing opportunism was found to be essential for reducing the
likelihood of partnership collapse and improving partner performance. Researchers have
concentrated on formal and informal governance measures to diminish partner oppor-
tunism. Contract governance is essential to ensuring that PPP initiatives are implemented
successfully. It is crucial to look at the contract governance aspects to emphasize how
important this function is in ensuring the success of partnership performance. Establishing
a contract governance structure in PPP initiatives would be more effective. The study
on partnership performance has also been conducted on various spectrums, such as part-
nership performance measurements (Liu et al. 2014; Yuan et al. 2012) and performance
measuring tools (Ali Mohammed et al. 2018; Liu et al. 2018). Additionally, there was
also another spectrum that looked into the partnership critical success factors that may
influence public-private partnership performance (Debela 2022; Ahmadabadi and Heravi
2019; Kavishe and Chileshe 2019; Muhammad and Johar 2019; Sehgal and Dubey 2019;
Niazi and Painting 2018).

In line with the literature about the research objectives (ROs) below were developed:
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RO1: to investigate the relationship between contract governance and partnership perfor-
mance; and

RO2: to investigate if contract governance moderates the relationship between partnership
critical success factors and partnership performance.

This study contributes to the extension of knowledge on the role of contract governance
towards PPP performance in Malaysia. This study also examined the moderating role
of contract governance on the relationship between partnership critical success factors
and partnership performance in PPP initiatives in Malaysia. This study introduces the
novel concept of contract governance as the primary contribution of this study. Contract
governance is the monitoring or controlling of the factors that affect the performance of
a partnership. Contract governance is crucial to guarantee the success of the implementation
of PPP projects. It is necessary to investigate the contract governance features to emphasize
the significance of this role in assuring the success of partnership performance. The
increased success rate will inspire other initiatives to follow the most efficient means of
obtaining the advantages. Implementing a contract governance framework in public-
private partnership projects would increase the efficiency of its implementation.

The following is a breakdown of the study’s structure. The next section introduces
Literature Review and the Theoretical Background. Hypotheses Development, Methodol-
ogy, Data Analysis and Results, and Discussion of results are presented in the next sections.
After that, theoretical and Managerial Implications, Policy Recommendations, Limitations
of the Study, and Avenues for Future Research and Recommendations are discussed in
subsections. The conclusion section ends this study.

2. Literature Review
2.1. Public-Private Partnership Initiatives in Malaysia

As a progressive developing nation, Malaysia began public-private partnership ini-
tiatives in 1983 under the Privatisation Policy, and the emphasis shifted to public-private
partnership in 2006 (Unit Kerjasama Awam Swasta 2009a). In March 2006, the Private
Funding Initiative was launched to encourage the private sector to actively engage in public
procurement projects, strengthening the initiative (Unit Kerjasama Awam Swasta 2009b).
In 2009, the Public-Private Partnership Unit was founded as a specialized government
unit to supervise the implementation of public-private partnerships in Malaysia. General
guidelines govern public-private partnership projects despite the absence of codified laws
(Unit Kerjasama Awam Swasta 2009b).

The implementation of public-private partnership projects in Malaysia includes several
development sectors, with the construction industry accounting for 28% of the total contri-
bution (EPU 2020). Between 2013 and 2019, public-private partnerships provided around
RM46.2 billion in capital investment from the private sector for development projects (Unit
Kerjasama Awam Swasta 2021). Even though public-private partnerships have contributed
to the growth of Malaysia, they also pose significant budgetary concerns (Table A1 and
Figure A1). As of June 2018, the Federal Government’s guarantee to undertake public-
private partnership projects accounts for 18% of Malaysia’s total Gross Domestic Product
(International Monetary Fund 2019).

The public-private partnership project structure typically has five major players: the
special purpose vehicle, the financier, the developers, the facility management operators,
and the public sector organizations (Unit Kerjasama Awam Swasta 2009b). The government
appointed the Public-Private Partnership Committee, which coordinates and oversees
negotiations with private partners. The committee’s responsibilities include but are not
limited to evaluating and taking into account public-private partnership projects that the
government intends to pursue, conducting due diligence on private partners, attesting to
the terms and conditions of agreements for Cabinet approval, and deciding the course of
negotiations for such projects (Unit Kerjasama Awam Swasta 2020).

The government has issued six public-private partnership guidelines for administering
public-private partnership implementation in Malaysia due to the absence of particular
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laws and statutes regulating public-private partnership implementation in the country
(Figure A2). However, these guidelines seem too general and may need further explanation
from the authorities. The absence of proper rules may lead to a decrease in project quality
and an increase in the cost of the public-private partnership project (Ismail and Harris 2014).

2.2. Critical Success Factors of Public-Private Partnership

Hashim et al. (2017) define critical success factors as “those few key areas of activity
where positive outcomes are required for a management to achieve their objectives”. Criti-
cal success factors are vital for managers to understand to accomplish project success or
objectives. Critical success factors have been researched in several fields, including con-
struction (Li et al. 2005; Alinaitwe and Ayesiga 2013; Niazi and Painting 2018; Ahmadabadi
and Heravi 2019; Ahmad et al. 2021) and infrastructure (Chou and Pramudawardhani 2015;
Wibowo and Alfen 2015). A long list of critical success factors in partnership initiatives can
be found in previous studies. Mohr and Spekman (1994) examined the vertical interaction
between personal computer manufacturers and dealers. According to the study, coordina-
tion, commitment, trust, communication quality, information sharing, engagement, shared
problem-solving, and avoiding the use of smoothing over issues or extreme resolution
techniques were all crucial factors of successful partnerships. The researchers identified
collaboration, commitment, and communication methods as critical success factors for this
kind of partnership success.

Li et al. (2005) performed another research study on the critical success criteria for
public-private partnerships and private financing initiatives projects in the UK construction
industry. The study ranked ‘robust private consortiums’ as the most critical success factor.
The findings also found that critical success factors may be broken down into five primary
components: successful procurement, project implementability, government guarantee,
favorable economic conditions, and an accessible financial market. Another research on
critical success factors in public-private partnerships was conducted by Babatunde et al.
(2012) in Nigeria. The study discovered that only 6 out of 18 critical success factors examined
were significant: adequate capital market, sound economic policy, good governance, risk
allocation, risk sharing, stable macroeconomic condition, and rigorous and realistic cost-
benefit analysis.

Conversely, in Malaysia, Ismail (2013) highlighted the significance of critical success
factors as regarded by both public and private parties engaging in public-private partner-
ships in Malaysia. According to the research, the top five critical success factors for the
successful implementation of public-private partnerships in Malaysia are good governance,
commitment and responsibility, a favorable legal framework, a sound economic policy, and
a viable financial market. Ismail’s study seems in agreement with another study conducted
earlier in China. In their study, Chan et al. (2010) found that the key to the success of
public-private partnerships in China is a ‘favorable legal framework’ followed by a ‘strong
and excellent private consortium’. The study also classified 18 critical success factors into
five categories: ‘macroeconomic stability’, ‘shared responsibility’, ‘transparent and efficient
procurement procedures’, ‘political and social stability’, and ‘judicious government control’.

Hwang et al. (2013) examined critical success and risk factors in Singapore’s public-
private partnerships. The researchers found that ‘transparency in the procurement process,
clearly defined responsibilities and roles in the contract agreements, transparent contract
conditions, and shared responsibility between the public and private sectors’ were among
the success factors. According to the survey, Singapore’s top 3 critical success factors
include a ‘well-organized government agency’, ‘adequate risk allocation and sharing’, and
a ‘strong private consortium’.

In another research study, Hsueh and Chang (2017) found that the top 5 critical success
factors were ‘realistic and feasible financial planning’, a ‘non-discriminatory, transpar-
ent, and impartial procedure to identify preferred bidders’, ‘sound legal frameworks’,
an ‘incentive payment mechanism’, and ‘authorities, concessionaires, and financiers’ rights
and obligations’.
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Despite studies conducted in particular nations or circumstances, an effort was made
to review and integrate the existing literature on the critical success factors of public-private
partnerships. Osei-Kyei and Chan (2015) analyzed 27 studies from 1990 to 2013 on critical
success factors in implementing public-private partnerships. Their research identified
57 variables in 27 papers. ‘Risk distribution and sharing’, ‘private consortium strength’,
‘government backing’, ‘public/community support’, and ‘open procurement’ were cited
as the top 5 factors. 13 of 27 publications noted ‘proper risk allocation and sharing’, while
12 publications emphasized ‘strong private consortium’ as critical success factors.

This study examined partnership critical success factors from internal and external
perspectives since it is crucial in strategic management and may enhance performance
(Favoreu et al. 2016). The segregation between internal and external was guided by the
definition provided by David (2013) and Liping Wang et al. (2018). The external variables
are considered occurrences outside a firm’s control, and managers must devise strategies
to maximize opportunities and minimize dangers. Internal factors, on the other hand, help
organizations use their strengths and overcome their weaknesses.

The idea of investigating partnership critical success factors from internal—external
point of view in the Malaysia context was based on the idea of Ismail (2013), who contended
that despite the vast literature on critical success factors of public-private partnerships, the
research on critical success factors in public-private partnerships according to internal and
external spectrum is limited, particularly in Malaysia.

2.3. Partnership Performance

There is a substantial quantity of literature on partnership performance. It consists
of terms such as collaboration (Austin and Seitanidi 2012; Gazley 2010), strategic alliance
(Shakeri and Radfar 2017), collaborative inter-firm relationship (Piltan and Sowlati 2016b),
network (Gazley 2010), multi-partners organizations (Menestrel et al. 2014), and partnership
performance itself (Campos et al. 2018; Kelly 2012). These studies have been conducted
from diverse perspectives, including parties’ capabilities, project characteristics, macro-
environment, micro-environment, information sharing, cooperative decision-making, and
risk/reward sharing (Campos et al. 2018; Piltan and Sowlati 2016a).

Ariño (2003) analyses strategic partnerships from an organizational effectiveness
approach. According to the research, strategic objective achievement, satisfaction, and net
spillover effect are not the same construct. On the other hand, overall satisfaction and
spillover effect demonstrated convergent validity in the proposed model, which indicates
that they were outstanding at measuring the same item.

In another research study, Gazley (2010) uses two distinct outcome measures to eval-
uate the potential impact of various partnerships and organizational characteristics on
collaborative results. According to this study, formal contracts and prior experience work-
ing with non-profits and volunteers may enhance a public manager’s perception of success,
but the intensity of shared objectives and the level of partnership involvement correlate
strongly with actual performance improvement.

Beisheim and Campe (2012) evaluated the performance of transnational public-private
partnerships in water governance via three case studies. In their study, the researchers
related performance to effectiveness. Consequently, effectiveness was characterized by
output, outcome, and impact.

According to Liu et al. (2014), costs and time were the most frequently assessed
performance parameters in public-private partnerships. McAllister and Taylor (2015)
state that a cost-benefit analysis is required for improved partnership performance.
Mohamad et al. (2018) investigated two performance factors for public-private partner-
ship initiatives in Malaysia: funding and market and innovation and learning. This
highlights the need to evaluate a partnership’s financial and non-financial success.
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2.4. Contract Governance

The common aspects of governance stated by earlier researchers were mechanisms
to limit opportunistic behavior and the presence of the rule of law in terms of the
contract that binds contracting parties. For this reason, the regulations governing these
contracts were crucial. A contract mechanism as a tool for governance may improve
the performance of an organization or project. Wang and Zhao (2018) describe contract
arrangements as formal agreements between the public and private sectors that contain
party responsibilities, role distribution, monitoring, and contingencies. Thus, it will
enhance the institutional framework for contract-related rulemaking or the governance
of contract law (Cherednychenko 2015).

Contract governance refers to the how-portion of a newly established partnership’s
structure and often takes the shape of a formal contract arrangement (Chakkol et al. 2018).
Contract governance is seen as an essential element of corporate governance, although it
has received less attention in the past (Möslein and Riesenhuber 2009). Chakkol et al. (2018)
noticed that contracts significantly impacted the effectiveness of cooperation. In addition,
it reduces the likelihood of misunderstanding between partners by outlining expected
milestones and providing business incentives (You et al. 2018). According to Möslein and
Riesenhuber (2009), since the concept of contract governance is still nebulous, any study
on the topic can fall into one of four categories: (1) the governance of contract law, (2) the
governance of contract, (3) the governance utilizing contract law, and (4) the governance
through contract.

Contract governance is one of the three primary stages of a public-private partnership’s
life cycle, alongside planning and procurement (The World Bank 2018). Good contract
governance increases a project’s financial viability and stability, hence recruiting better
partners for public-private partnership initiatives (Al-Saadi and Abdou 2016). According to
Al-Saadi and Abdou (2016), regulatory frameworks for public-private partnerships assist
governments in ensuring that project partners perform successfully while safeguarding
the private sector. According to their study, a robust governance framework is one of the
crucial success criteria for public-private partnership infrastructure projects.

The new public management movement altered the hierarchical governance of the
government’s management paradigm, resulting in contract governance (She and Tang
2017). Traditional hierarchical governance was contrasted with current contract governance.
According to She and Tang (2017), contract governance prioritized ideas such as equality,
consultation, collaboration, and mutual benefit. Based on empirical data, focusing on safety
and risk management, enhancing government efficiency, and directing a reasonable pursuit
of return on investment were effective strategies for enhancing contract governance in
public-private partnership projects. Contract governance in public-private partnership
projects provided three benefits: enhanced government management efficiency, economic
rewards, and potential social benefits.

The relationship between contract governance and inter-organizational project per-
formance was discovered by Lu et al. (2019). It has been shown that contract governance
enhances the effect of quality management systems in inter-organizational projects. Bern-
stein (2015), who found that contract governance served as a means to control procurement
contracts, has also shared this viewpoint. Bernstein proposed that relationship-based
contracting might regulate contracts without depending on the legal system or compro-
mising performance.

China (Li 2017) and Germany (Körs 2019) have included contract governance in policy
research. Li (2017) examined China’s farmland transfer law from the perspective of contract
governance. The author argues that the new procedural norms protect farmers more than
the current law, which gives the government too much authority and undermines private
land rights. Contract governance combines government regulation with private party
autonomy. Körs (2019) later examined Germany’s policy instrument for controlling state-
religious relations. The study examined Hamburg’s 2012 contracts with the Muslim and
Alevi populations. The German state-church paradigm affects religious diversity granted
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under the “Basic Law”, or German constitution. The research found that the contracts were
a vital step towards legal equality, but their effect was limited compared to non-religious
life in contemporary societies. These two studies focused on public policy, but the main
idea was how contract governance controls government-NGO ties. Contract governance
checks both government authority and private rights. Contract governance is important in
regulating public-private partnerships due to its complexity.

Contract governance creates clear requirements for all parties’ consistency. Contractual
regulation may reduce the risk of participants evading their commitments by inhibiting
their uncertain behavior (Lu et al. 2019). In their view, contract governance encourages
collaboration via specified norms and processes. A legal and structural framework for
mission execution. Contract governance supervises and manages joint endeavors.

Dairu and Muhammad (2005) studied Nigerian PPP critical success factors. The study
concluded that good governance is a top success factor for public-private partnerships
in Nigeria. Kwofie et al. (2016) analyzed critical success factors for a PPP public house
project in Ghana. Seventy-four participants answered questions based on 16 essential
success indicators from past research. According to the study, the top six factors in
Ghana’s public-private partnership public-house project were government guarantee,
project identification, technical feasibility, competitive and transparent procurement pro-
cedure, a favorable legal framework, stable macro-economic conditions, sound economic
policy, and a strong and robust financial market. Chou and Pramudawardhani (2015)
analyzed critical success factors in Taiwan and Indonesia. The researchers modeled the
Indonesian critical success factors using 17 factors. They observed that Taiwan’s critical
success factors were lesser than Indonesia’s. Favorable legal framework, commitment
and responsibility of the public and private sector, transparency procurement process,
clearly defined responsibilities and roles, and good governance/government support were
recognized as the most significant success factors in Indonesia. In contrast, Taiwan has
only good macroeconomic circumstances and well-organized and dedicated governmental
entities as their critical success factors.

2.5. Stakeholder Theory

The underpinning theory for this study is based on Stakeholder Theory. Even though
Stakeholder Theory has no agreed-upon definition, it is crucial. Within academia, however,
Freeman’s (1984) Stakeholder Theory was favored. Stakeholders are groups or individuals
who may affect an organization’s aims. Stakeholder Theory emphasizes a company’s
consumers, suppliers, employees, investors, communities, and other stakeholders. In short,
it is to create “values” for all stakeholders, not just shareholders (Theory 2020). Miles (2017)
described Stakeholder Theory as “what is and what is not a stakeholder” whose interests
are attended to and, in turn, distinguishes what is experimentally examined by academics,
attended to by managers, or regulated in practice. Freeman (1984) integrated Stakeholder
Theory into strategic management. Since then, researchers have studied Stakeholder Theory
extensively. Since then, Stakeholder Theory has been extensively published, yet various
authors have offered contradictory data and logic (Donaldson and Preston 1995).

Stakeholder Theory was initially related to strategy as a method for organizing
information that was becoming more vital in strategic planning to improve the effective-
ness of company policy and strategy (Freeman et al. 2020). A stable organization is able
to analyze and solve the challenges of its external environment by analyzing all organi-
zations and individuals who may affect or be impacted by its actions and objectives. The
idea was also different in that it laid forth notions to help decision-makers make better
judgments instead of offering strategies to help a company outperform its competitors
(Freeman et al. 2020).

Donaldson and Preston (1995) described Stakeholder Theory as descriptive, instru-
mental, or normative. A descriptive theory demonstrates that organizations have stake-
holders, an instrumental theory demonstrates that firms with effective strategies consider
their stakeholders, and a normative theory explains why firms should consider their
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stakeholders beyond strategic issues and into philosophical foundations. According to
the Stakeholder Theory, all parties with genuine interests in a corporation should benefit
from it, and no one group of interests or benefits should take precedence over another
(Donaldson and Preston 1995). The authors related the legitimate interests of stakeholders
to the input-output model of an organization, which Jones et al. (2002) later referred to as
the “hub and spoke” model.

The influence of contract governance on the success of public-private partnerships may
ultimately be tied to Stakeholder Theory. According to Zuhairah (2018), businesses must
consider internal and external stakeholders while designing organizational strategies. Every
stakeholder group has distinct performance objectives. Disparate expectations between
the organization and its stakeholders may lead to conflict. Consequently, Stakeholder
Theory may suggest that contract governance may have some effects on the performance of
public-private partnerships, notwithstanding the ‘potential conflicts that may arise between
attaining cost and time efficiency, objective effectiveness, and stakeholder satisfaction.
According to this theory, contract governance will enhance partnership performance and
meet stakeholders’ expectations (South et al. 2017).

Additionally, the evidence implies that contract governance may moderate partnership
performance to some extent (Bai et al. 2016). Despite the fact that contracts are seen as crucial
to the functioning of partnerships, there exists empirical research with conflicting and even
contradicting findings (Wang and Zhao 2018). Additionally, contract governance seems
to be one of the least-researched aspects of public-private partnerships (Hodge and Greve
2017). In the research by Lu et al. (2019), the capacity of contract governance to produce
a positive moderating impact was also emphasized. The research demonstrates that
contract governance amplifies the favorable benefits of quality management approaches on
inter-organizational performance.

3. Hypothesis Development
3.1. The Direct Effect of Contract Governance

Studies have shown a positive relationship between governance and performance.
In Malaysia, Ismail (2013) revealed that good governance is among the public-private
partnerships’ top five success factors. Good governance will improve the performance of
public-private partnership initiatives. According to The World Bank (2018), a solid public-
private partnership contract management system is essential to supervise the contract’s
implementation. The existence of a contract management system is part of good project
governance. Although one study showed contract governance to moderate partnership
performance (Wang et al. 2018), many others have established a clear relationship between
contract governance and partnership performance (Debela 2022; Almarri and Boussabaine
2017, 2023; Kulshreshtha et al. 2017). Another research study in India indicated that
higher governance structure qualities lead to more efficient outcomes in hybrid governance
(Kumar 2018). Public-private partnership hybrid governance has a good association with
contract performance.

On another note, Kataike and Gellynck (2018) discovered a positive relationship
between contract governance and performance. Choosing a governance structure will
affect the costs of transactions between parties. Therefore, based on previous literature,
a hypothesis is proposed below:

H1. There is a positive direct relationship between contract governance and partnership performance.

3.2. The Moderating Effect of Contract Governance

Contract governance focuses on creating a framework where project participants col-
laborate and align with the project’s goals (Lu et al. 2019). Lumineau and Quélin (2012)
state that contract governance regulates participant behavior. Consequently, contract gov-
ernance and quality control activities are more efficient fin inter-organizational projects.
The literature also suggests that contract governance may bring some degree of influence
that moderates the partnership performance (Bai et al. 2016). Even though contracts are
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considered vital to partnership performancef, empirical studies show mixed and contradic-
tory results (Wang and Zhao 2018; Ahmadabadi and Heravi 2019). Furthermore, contract
governance seems to be one type of governance that is the least examined dimension in
public-private partnerships (Hodge and Greve 2017).

In public-private partnerships, contract governance is a system for balancing the
interests of many stakeholders. A well-designed contract can help allocate risks and re-
wards somewhat between public and private partners, clarify each partner’s roles and
responsibilities, and establish performance criteria that reflect the needs of stakeholders. In
a study conducted by Zhang et al. (2015), the influence of contract completeness on the
performance of public-private partnership projects in China was analyzed using Stake-
holder Theory. They discovered that contract completion positively affected stakeholder
satisfaction, positively affecting partnership performance.

Using Stakeholder Theory, Liang and Wang (2019) evaluated the influence of gover-
nance mechanisms, including contract governance, on the performance of public-private
partnership projects in China. They discovered that governance methods significantly
improved stakeholder satisfaction and partnership performance. In research conducted
by Mwesigwa et al. (2020) and Liang and Wang (2019), the impact of contract comple-
tion on the performance of public-private partnership projects in China was analyzed
using Stakeholder Theory. They discovered that contract completion positively affected
stakeholder satisfaction and partnership performance. The literature also suggests that
contract governance may bring some influence that moderates the partnership performance
(Bai et al. 2016). Even though contracts are considered vital to partnership performance,
empirical studies show mixed and contradictory results (Wang and Zhao 2018). Further-
more, contract governance seems to be one type of governance that is the least examined
dimension in public-private partnerships (Hodge and Greve 2017). The ability of contract
governance to provide a positive moderating effect has also been mentioned in the study of
Lu et al. (2019). The study shows that contract governance magnifies the positive effects of
quality management practices on inter-organizational performance. This research supports
the notion that Stakeholder Theory might serve as a valuable foundational paradigm for
investigating the moderating impacts of contract governance in public-private partnerships.
A well-designed contract can aid in balancing the interests of various parties and enhancing
partnership performance. Hence, based on the above discussion, the following hypothesis
is proposed:

H2. Contract governance significantly moderates the relationship between partnership critical
success factors and partnership performance.

4. Methodology
4.1. Research Design, Population, Sampling Technique, and Data Collection

A quantitative approach appears appropriate given the study’s focus on the re-
lationship between the variables of partnership critical success factors, partnership
performance, and contract governance. This study employed stratified random sam-
pling (proportionate stratified random sampling) to select respondents proportionate to
the type of public-private partnership in Malaysia. Data for this study were gathered
from officials from government agencies and private companies involved in 150 public-
private partnership projects signed and implemented in Malaysia between 2009 and
2021. They are the most relevant individuals who may be able to provide adequate
responses to the study’s questionnaire. The second consideration is the availability of
data kept by the agency and the researcher’s ability to access those data. This study
employed a self-administered questionnaire with references to existing research in the
area. Since both parties are partners in a public-private partnership initiative, the same
set of questionnaires was administered to them. The questionnaire aimed to gauge
their perspectives about observable constructs in a public-private partnership project
they handled.
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This study mainly depends on primary data collected from public and private parties
participating in public-private partnerships in Malaysia. The researcher sent an email to ev-
ery affiliated department and company, describing the study and requesting permission to
conduct it inside their organization. The researcher contacted the organization’s nominated
point of contact to discuss the distribution strategy and electronic hyperlinks for surveys.
Due to the Malaysian government’s mobility limitations caused by the COVID-19 outbreak,
we utilized email and phone calls to interact with the groups. The questionnaire was then
sent to individuals who met the researcher’s requirements. The responders then completed
the online questionnaire, and the researcher’s Google Form program collected the data.

The data collection process was done between 1 February and 30 April 2021. Four hun-
dred fifty questionnaires were sent to Malaysian respondents, which comprised public and
private entities involved in public-private partnership projects in Malaysia. An email was
used to send the surveys to the person elected by their organization to assist the researcher
with this study. The response rate was 58%, with 261 responses out of 450 questionnaires
sent. Research on the survey response rate found that the average response rate for studies
using data collected from individuals was 52.7% (Baruch and Holtom 2008). In light of this,
the response rate to the research is deemed adequate.

4.2. Construct Measurements

This study’s constructs are derived from prior research on partnership critical success
factors, contract governance, and partnership performance. Thus, the items would be
modified to assess what they were intended to measure and to accommodate the research
setting. Table 1 summarizes the four main items, the number of items, and the reference
sources for the assessment items utilized in this study.

Table 1. Table of Constructs.

Constructs Numbers
of Items Questions Sources

1. Internal
Partnership

Critical Success
Factors

16

(1) The procurement process of the project is done in
a transparent manner.

(2) The procurement of this project is done through
a competitive process.

(3) The concession agreement is carefully drafted.
(4) There is a dedicated team to oversee the project.
(5) The project can be considered resilience.
(6) The concession period is ample to meet partnership objectives.
(7) Project partners are capable of undertaking the concession.
(8) The concession company is credible and with good reputation.
(9) Project partners give full commitment.
(10) The partners have faith and trust in the partnership.
(11) The risks and responsibilities are assigned adequately

among partners.
(12) The risks shared are understood well by all partners.
(13) The risks are assigned to the party who can best manage them.
(14) The government is providing guarantees in any kind into this project.
(15) The government’s supports are clear and based on economic rationale.
(16) There are clear policy and legal framework that govern the project.

Ismail (2013);
Ghazali et al. (2018);

Muhammad and
Johar (2019)

2. External
Partnership

Critical
Success Factors

6

(1) Stable and sound economic policies in the country.
(2) There is a financial market available in the country to

support projects.
(3) Political stability in the country.
(4) The civil society views on public-private partnership projects.
(5) Support from the public and NGOs towards the project.
(6) Government action to curb the spread of the epidemic.

Li et al. (2005);
Babatunde et al.

(2016); Muhammad
and Johar (2019).
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Table 1. Cont.

Constructs Numbers
of Items Questions Sources

3. Partnership
Performance 11

(1) Transaction costs associated with this project can be identified
and quantified.

(2) Coordination between partners can increase cost effectiveness.
(3) This partnership reduces pressure on the public sector budget.
(4) The actual project costs are as of or below from agreed budget.
(5) Projects are delivered within the scheduled time.
(6) This projects allow for innovation to be implemented.
(7) Public-private partnership projects provide better value for money.
(8) All parties achieve their objectives through this project.
(9) The projects provide on-time budget and on-time delivery.
(10) This project provides quality services as expected.
(11) The number of complaints about the project decreased.

Piltan and Sowlati
(2016a);

Mohamad et al.
(2018); Cong and Ma

(2018)

4. Contract
Governance 23

(1) Information related to the concession agreement is accessible to
signing parties.

(2) There are appropriate systems that contain such information.
(3) The contents of the concession agreement are easy to understand.
(4) The execution of the concession agreement is transparent to

all parties.
(5) Partners’ compliance is monitored periodically.
(6) There is a special committee that reviews project compliance

and performance.
(7) Review on partner’s compliance is regularly reported to

all stakeholders.
(8) Provisions in the concession agreement can be carried

out effectively.
(9) Provisions in the concession agreement can be carried out at

reasonable costs.
(10) A concession agreement clearly provides the responsibilities and

rights of all parties.
(11) Project implementation is carried out in accordance with the

concession agreement.
(12) Terms in the concession agreement are fair and appropriate.
(13) All decisions made are evaluated as in compliance with the

concession agreement.
(14) The Concession Agreement provides flexibility to carry

out responsibilities.
(15) Stakeholders’ opinions are sought before decision is made.
(16) Stakeholders are involved in solving problems.
(17) Ideas from stakeholders are sought in solving problems.
(18) The Concession Agreement provides for stakeholders’ engagement.
(19) Concession agreement provides considerations to all types

of stakeholders.
(20) A concession agreement provides for equity and equality among

partners.
(21) The execution of the concession agreement/s is fair to all parties.
(22) The bureaucracy involved is appropriate and facilitated.
(23) The concession period is appropriate.

Jinarat and Quang
(2003);

Dieleman et al.
(2011); She and Tang

(2017); Lu et al.
(2019)

TOTAL 56

Although all measuring items were derived from prior research, they may be used
to evaluate additional constructs. Thus, all items used to evaluate critical success factors,
contract governance, and partnership performance were verified. This study used a 5-point
Likert scale, as widely used in the previous study.
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4.3. Reliability and Validity

According to Babbie (2010), a measurement is regarded as reliable if repeated observa-
tions of the same occurrence provide the same results, while validity is the extent to which
an empirical measure accurately evaluates and reflects the true meaning of the researched
topic. The Composite Reliability and Average Variance Explained criteria may be used
to assess the reliability of a measurement model. According to Awang (2018), Composite
Reliability indicates the internal consistency and reliability of the latent construct, while
the Average Variance Explained is the average proportion of variance explained by the
measuring items.

4.3.1. Reliability

Awang (2018) suggest that a value of CR > 0.6 is needed for a construct to achieve
Composite Reliability (CR). In contrast, a value of AVE > 0.5 is required for any construct
to reach an acceptable level. On the other hand, an instrument is regarded as reliable by
Hair et al. (2013) if its composite reliability is more than 0.70. All of the study’s constructs
achieve high levels of Composite Reliability value, as shown in Table 2, demonstrating the
measuring model’s high degree of reliability.

Table 2. Composite Reliability Values for the Constructs.

Construct Composite Reliability Value Conclusions

Internal Partnership Critical Success Factors 0.809

High
reliability

External Partnership Critical Success Factors 0.851

Contract Governance 0.861

Partnership Performance 0.855

4.3.2. Validity

The ability of a scale to measure the intended idea it is designed to evaluate is called
validity. In other words, validity is the degree to which the empirical measure correctly
captures the concept’s underlying essence and assesses the notion under research (Babbie
2010; Sekaran and Bougie 2010). Convergent Validity, Construct Validity, and Discriminant
Validity are the three forms of validity necessary for any measurement model, according to
Awang (2018).

According to Fornell and Larcker (1981), Average Variance Extracted (AVE) may be
used to assess Convergent Validity. The Convergent Validity of the measuring model
is reached when all AVE values are greater than 0.5 (Awang 2018). On the other hand,
Construct Validity is the extent to which a set of items accurately evaluates the presence
of the construct intended to be tested (Saunders et al. 2016). According to Awang (2018),
the measurement model’s construct validity is obtained when all Fitness Indexes are at
the required level. At the same time, the Discriminant Validity is attained when the
measurement model does not include any redundant components.

This study met all the validity test requirements in all three types of validity. The AVE val-
ues for every construct and sub-construct in this study are more than 0.5, as shown in Table 3,
demonstrating that all of the study’s constructs have a high degree of convergent validity.

Table 3. AVE Values for the Constructs.

Construct AVE Value Conclusion

Internal Partnership Critical Success Factors 0.588
High

convergent
validity

External Partnership Critical Success Factors 0.501

Contract Governance 0.560

Partnership Performance 0.664
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At the same time, in Table 4, the Fitness Index met all requirements, demonstrating
a high Construct Validity for the measuring model has been achieved in this study.
The fitness indexes reflect the model’s fitness level to the data at hand. The goodness-
of-fit indexes are crucial tools to evaluate the fitness level of a measurement model
in a study that uses structural equation modeling. According to Hair et al. (2014),
it is recommended to use at least one fitness index from each category of model fit.
There are three model fit categories: Absolute Fit, Incremental Fit, and Parsimonious
Fit. According to Hair et al. RMSEA, GFI, CFI, and Chisq/df are the most frequently
reported indexes in the literature.

Table 4. The Fitness Index for Measurement Model.

Name of Category Name of Index Index Value Comments

1. Absolute Fit RMSEA 0.069 The required level is achieved

2. Incremental Fit CFI 0.904 The required level is achieved

3. Parsimonious Fit ChiSq/df 2.255 The required level is achieved

Conversely, Table 5 demonstrated the Discriminant Validity for all four constructs
in this study. The diagonal value (in bold) represents the square root of the construct’s
Average Variance Expected (AVE), whereas the other values show the correlation between
the constructs. When the diagonal value (in bold) is bigger than the values in the row
and column, as advocated by Awang (2018), Discriminant Validity is achieved for all
constructions (2018).

Table 5. Discriminant Validity Index for all Constructs.

Construct Internal Partnership
Critical Success Factors

External Partnership
Critical Success Factors

Contract
Governance

Partnership
Performance

Internal Partnership Critical Success Factors 0.77

External Partnership Critical Success Factors 0.25 0.71

Contract Governance 0.71 0.27 0.75

Partnership Performance 0.75 0.36 0.75 0.81

The bolded diagonal shown in Table 5 represent the square route of average whilst those of the diagonal represent latent
variable correlations.

5. Findings
5.1. Structural Model

The structural model illustrates the correlational or causal relationships between the
study’s model variables and tests a specific hypothesis about these relationships (Hair et al.
2014; Jöreskog and Sörbom 1993). Based on the hypothesized interrelationships between
the constructs, the researchers incorporated the latent constructs into the structural model
and then examined the various goodness-of-fit criteria to determine whether re-specifying
the model would result in a statistically better model fit.

Using a structural equation model, the researchers analyzed the moderating effects
of contract governance on the relationship between partnership critical success factors
and partnership performance. In addition, this study investigates the direct influence of
contract governance on partnership performance. Figure 1 displays the structural model
hypothesis tested in this study.
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Figure 1. Structural Model for this Study.

The fit of the structural model to the data was evaluated using goodness-of-fit indices,
including absolute fit, incremental fit, and parsimonious fit, identical to the fit statistics for
the measurement model. Completion of the structural model demonstrated a good fit with
the observed data. The RMSEA, CFI, and Chisq/df results were all within acceptable pa-
rameters. Figure 2 demonstrates the results of pooled CFA generated by IBM-SPSS-AMOS.
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Table 6 displays the results of the model fit test in structural model analysis. These
results indicate that the model was satisfactory and fulfilled the requirements. Since the
model satisfies the requirement, it was not analyzed further. Consequently, no more
adjustments were made to improve the model’s goodness of fit.

Table 6. Result of Goodness-of-Fit Indices in Structural Model Analysis for Pooled CFA.

Goodness-of-Fit Indices Result Indication

Absolute fit RMSEA = 0.069
Good fitIncremental fit CFI = 0.904

Parsimony fit Chisq/df = 2.255

5.2. Direct Effect of Contract Governance

One of the objectives of this study was to establish a clear relationship between Con-
tract Governance and Partnership Performance. To achieve this objective, Hypothesis 1 was
formulated. Contract governance had a Beta value of 0.42 and a p-value of 0.000, indicating
that it substantially affected partnership performance, as shown by the structural model.
Similar to earlier research, our results indicate that incorporating contract governance in
public-private partnership initiatives would increase project efficiency (She and Tang 2017).

In addition, Table 7 displays the Regression Path Coefficient and its Significance. The
probability of getting a critical ratio as large as 4.307 in absolute value is less than 0.001 at α
level. In other words, at a significance threshold of 0.001, the regression weight for Contract
Governance in the prediction of Partnership Performance is substantially different from
zero. Hypothesis 1 is thus supported.

Table 7. The Regression Path Coefficient and its significance for H1.

Construct Path Construct Estimate S.E. C.R. P Result

Partnership Performance ← Contract Governance 0.560 0.130 4.307 *** Significant

p < 0.1 *, p < 0.05 **, p < 0.01 ***.

5.3. Moderating Effect of Contract Governance

A moderator variable is a variable that modifies the causal relationship between
Independent Variables and Dependent Variables (Awang 2018; Baron and Kenny 1986). In
the Structural Equation Model, Multi Group Analysis is utilized to examine the moderator.
The data are separated into groups during the analysis, depending on the moderator. This
study explored Contract Governance as a moderating factor of the link between partnership
critical success factors and partnership performance.

In order to test for a moderator effect in this study, the researcher separates Con-
tract Governance into two groups, namely high-level and low-level Contract Governance.
Through testing the moderator, the researcher may determine whether the impact of part-
nership critical success factors on partnership performance depends on contract governance.
The contract governance moderating test was also run on the relationship between part-
nership critical success factors and partnership performance. The evaluable model of the
moderating effect is shown in Figure 3 for Hypothesis 2.

The data are arranged in ascending order based on the contract governance replies
provided by respondents. Based on their judgments of contract governance, the data are
divided into “Lower Contract Governance” and “Higher Contract Governance”. Awang
(2018) suggest that the number of respondents in each group for parametric statistical
analysis should exceed 100 to get consistent results. Eventually, both groups satisfied this
supposition, making them eligible for the moderating tests.
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Figure 4 depicts the result of the lower contract governance group and the constrained
model for the relationship between partnership critical success factors and partnership
performance. In contrast, Figure 5 depicts the unconstrained model. Table 8 shows the
result calculation to determine the hypothesis testing for moderating effects by the lower
Construct Governance group. The Chi-Square value difference is 3445, whereas the degree
of freedom is one. For a difference in Chi-Square values to be regarded as significant, it
must surpass 3.84, the value of Chi-Square with one degree of freedom.
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Table 8. The Moderation Test for Lower Contract Governance Group Data.

Constrained
Model

Unconstrained
Model

Chi-Square
Difference

Result on
Moderation

Result on
Hypothesis

Chi-Square 416.375 412.930 3.445 Not
Significant

Not
Supported

DF 258 257 1

The hypothesis statement:
Lower Contract Governance group moderates the relationship between Internal

Partnership Critical Success Factors and Partnership Performance

Not
Supported

The researcher then selects the second data set, the Higher Contract Governance
group, and incorporates it into the same model. Figure 6 demonstrates the results of the
moderation test for the higher contract governance group and confined model, whereas
Figure 7 illustrates the outcomes for the unconstrained model for this group. Table 9 shows
the difference between the Chi-Square values is 3.504, while the degree of freedom is one.
To be considered significant, the difference in Chi-Square values must exceed 3.84, the
value of Chi-Square with one degree of freedom.

Table 9. The Moderation Test for Higher Contract Governance Group Data.

Constrained
Model

Unconstrained
Model

Chi-Square
Difference

Result on
Moderation

Result on
Hypothesis

Chi-Square 570.9 567.396 3.504 Not
Significant

Not
Supported

DF 258 257 1

The hypothesis statement:
Lower Contract Governance group moderates the relationship between Internal

Partnership Critical Success Factors and Partnership Performance

Not
Supported
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The beta values from Table 10 demonstrate no variation in either the beta estimates or
the slope, indicating the absence of moderation in this test. Although the slope of the higher
contract governance group is 0.49, the beta estimates for the lower contract governance
group are 0.60. There is no difference between the two slopes, indicating neither interaction
between the two equations nor moderation. Therefore, Hypothesis 2 was rejected.

Table 10. Comparison of Moderation between groups of Contract Governance.

Contract Governance Level Beta Estimate

Partnership Performance ← PCSF Lower Contract Governance 0.60

Partnership Performance ← PCSF Higher Contract Governance 0.49

6. Discussions

This study investigates the effects of contract governance on the performance of
public-private partnership initiatives in Malaysia. Based on earlier research, contract
governance has been proven to affect partnership performance directly. Still, it has also
been a moderating factor for partnership performance. This investigation provides the
chance to examine both situations.

6.1. Contract Governance as a Performance Factor

One of the goals of this study was to determine the relationship between Contract
Governance and Partnership Performance. To achieve this objective, Hypothesis 1 is
developed. The structural model revealed that Contract Governance had a Beta value of
0.42 and a p-value < 0.001, showing that it significantly influenced partnership performance.
Similar to previous research, our findings imply that introducing contract governance
into public-private partnership projects will boost project efficiency and uplift partnership
performance, as She and Tang (2017) advocated.

This study demonstrates that Malaysian project managers for public-private partner-
ships think contract governance substantially impacts partnership performance quality.
A written concession agreement that considers the interests of all parties will improve the
performance of a given project. This need is consistent with the Stakeholder Theory, which
states that a project must consider the interests of all stakeholders (Freeman et al. 2020). In
this situation, the contract worked as a tool to preserve the interests of all parties.

Nonetheless, this study revealed that public-private partnership Project Managers
consider “contract governance” (ß = 0.42) to have a slightly more substantial impact than
the “internal partnership critical success factors” (ß = 0.41) but rather a bigger impact as
compared to the “external partnership critical success factors” (ß = 0.14). Following the
findings of Kataike and Gellynck (2018), it is projected that the partnership performance
would perform better if project governance aspects were given more consideration during
the formulation of the concession agreement.

6.2. Contract Governance as a Moderator

Based on these findings, the researchers discovered that project managers for public-
private partnerships in Malaysia believe contract governance to be a partnership critical
success factor that directly influences partnership performance, much like how an internal
partnership critical success factor affects partnership performance. However, the PPP
project managers only consider contract governance as a moderating factor to its rela-
tionship with the external partnership critical success factor. Thus, a partnership’s ability
to control certain partnership critical success factors that make a difference in how the
contract managers perceive the role of contract governance and its influence on partnership
performance. Contract governance is seen as one of the aspects that may guarantee the
partnership’s performance meets expectations, given that the partnership can manage
internal success factors. This situation is consistent with David’s (2013) view that external
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factors are uncontrolled events, and managers must devise methods to minimize risks and
maximize possibilities. This is because the partnership’s influence over these factors varies.
Since the partnership can manage internal success factors, contract governance will be
utilized as one of the variables to guarantee the partnership’s performance meets expecta-
tions. In the case of external success factors, contract governance is seen by managers as
a moderating factor alone. Internal variables may assist businesses in capitalizing on their
strengths and overcoming limitations.

7. Limitations and Suggestions for Future Study

Regardless of the subject matter, every research endeavor is subject to particular
constraints that may compromise the research. This limitation arises from the challenges
involved in conducting comprehensive studies. Several limitations of the current research
have been identified. Based on the constraints, further studies may be conducted to analyze
the study’s area and scope in greater depth, allowing for future improvements in research.

This study only examined the issue from a cross-sectional perspective, documenting
the condition at a single time. Future research may employ a longitudinal methodology to
provide more in-depth and valuable insights. In addition, many public-private partner-
ship initiatives have lengthy concession periods, allowing for longitudinal analysis of the
entire process.

Another limitation was the investigation of the moderating role of contract governance
as to the relationship between partnership critical success factors and partnership perfor-
mance per se. It is suggested that further investigation be conducted into the moderating
role of contract governance in such relationships but from internal and external partnership
critical success factors points of view. Even though it is found that there is no moderation
effect of contract governance on the relationship between partnership critical success factors
and partnership performance, there might be new findings when the investigation is to be
done from a micro perspective.

Due to time constraints and the advent of the COVID-19 pandemic during half of the
study period, this study’s research design exclusively employed quantitative methodolo-
gies. Consequently, mixed methods research may have a more significant impact on the
study’s findings. Consequently, future studies may integrate the two methods to produce
more reliable results. Since specific performance measures are subjective, interviews with
public-private partnership project managers may be conducted better to comprehend the
magnitude of partnership performance from their perspective.

8. Contribution of the Study

Theoretically, this study contributed to the corpus of knowledge regarding partnership
performance and contract governance in public-private partnership initiatives in Malaysia.
Prior research has given little consideration to the relationship between partnership perfor-
mance and contract governance issues. This study illustrates the significance of contract
governance as a critical success factor for partnership performance enhancement.

This study also revealed that managers of public-private partnerships recognize the
significance of the concession agreement (contract) as a governance instrument for man-
aging opportunistic behaviors. This result is consistent with the hypothesis previously
expressed by Geyskens et al. (2006) and Wacker et al. (2016), namely that comprehend-
ing the contract as an instrument to prevent opportunism would improve the project’s
performance following the Transaction Costs Economy theory.

In addition, contract governance was examined as a construct with a direct relation-
ship to partnership performance and as a moderator of the interaction between partnership
critical success factors and partnership performance. Contract governance and its partner-
ship relationship critical success factors and partnership performance have been the subject
of little prior research. Prior research has only examined the role of governance in general
and as a determining factor in partnership performance.
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In addition, this study examines equity and equity as one of the contract governance
variables. According to previous research, governance constructs are evaluated using
four factors: accountability, transparency, participation, and the rule of law. On the other
hand, researchers believe that equity and equitability play an essential role in determining
contract governance and governance in general, as contract governance must be equitable
to all stakeholders and can be modified as necessary. As a result, equity and equitability
are included in this study’s evaluation of contract governance, and the findings indicate
that equity and equitability significantly impact contract governance measurement.

In Malaysian public-private partnerships, contract governance moderates the relation-
ship between critical internal partnership success factors and partnership performance. By
resolving the interests of all stakeholders within the partnership’s parameters, the conclu-
sion suggests that the internal partnership’s critical success factors will be moderated to
improve its performance. This finding is consistent with South et al. (2017) explanation of
Stakeholder Theory.

The findings of this study have significant implications for the management and
leadership of public-private partnership projects. The results indicated that management
might wish to reconsider its strategy of concentration and targeting in order to enhance the
partnership’s critical success factors and performance. Despite limited resources, under-
standing which partnership critical success factors to prioritize could significantly impact
contract governance. The significance of contract governance as a factor in enhancing part-
nership performance would aid managers in organizing and monitoring the factors that
must be prioritized. This finding also helps managers plan for better governance of their
project execution in order to keep projects on track and effective in meeting partnership
objectives for enhanced performance.

Implications for Practitioners and Policymakers

The findings of this study might have important implications for public-private part-
nership practitioners and policymakers. This study gave them great insight into the reality
that not all success factors are under their control. Others are external, while some are
internal. As a result, they may re-evaluate their prioritization of factors within their control.

Second, practitioners and policymakers should reconsider the techniques for estab-
lishing concession contracts, seeing them not just as a piece of paper that binds all parties
involved but also as governance instruments to guarantee that the partnership’s perfor-
mance remains at its peak.

The findings of this study also imply that by incorporating contract governance into
public-private partnership projects, the efficacy of internal partnership critical success
factors may be enhanced to increase partnership performance. Concession agreements
manage the demand and expectations of all stakeholders in such projects. As a result, in
public-private partnership activities, emphasizing contract governance as a tool that may
improve partnership performance is crucial. Top management must lead continuous efforts
to improve performance via contract governance as the most crucial aspect in promoting
contract governance features in public-private partnership ventures.

9. Conclusions

The association between partnership critical success factors and partnership perfor-
mance, as well as the role of contract governance as a direct and moderating factor, were
investigated in this study. According to past literature, the effectiveness of public-private
partnership projects in several countries, notably Malaysia, has been debated despite ex-
tensive studies on the critical success factors that impact partnership performance. As
a result, researching this topic is critical and valuable. As a result, the current study expands
on previous studies that looked at the impact of partnership critical success factors on
partnership performance from internal and external perspectives. The main objective of
this study was to look at the role of contract governance in moderating the relationship
between critical partnership success factors and partnership performance in Malaysia.
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According to the study, contract governance shows its direct relationship to part-
nership performance. The moderation test, however, revealed that contract governance
had no moderating effect on the relationship between partnership critical success fac-
tors and partnership performance. This study contributed to the body of knowledge
in various fields, including contract governance. This study contributes to the body
of knowledge on the addition of “equity and equitability” as an element to measure
contract governance. It is also significant to note that this study helped public-private
partnership managers comprehend the impact of contract governance on partnership
critical success factors and performance. Future research on partnership performance
should use the model developed in this study as a basis and guidance. Future research
may also look into the existence of the moderating role of contract governance on the
relationship between partnership critical success factors and partnership performance
from an internal and external perspective. In summary, this study has helped better
investigate the essential areas of partnership critical success factors, contract governance,
and partnership performance.
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Appendix A

According to the EPU (2020), 815 public-private partnership projects were initiated in
Malaysia from 1983 to 2019, as illustrated in Table A1 below.

Table A1. Data on Privatization in Malaysia from 1983–2019.

Privatization Achievement from 1983–2019

Total Projects Privatized (as at 31.12.2019) 815

Jobs eliminated from Government payroll 113,487
Savings (RM billion)
Capital Expenditure 208.5

Operating Expenditure 9.3
Proceeds from Sales of Government Equity and Assets 6.5

Market Capitalization (as at 31 December 2019)
RM billion 287

% of total Bursa Malaysia capitalization 17.2
Source: Adapted from EPU (2020).

The implementation of public-private partnership projects in Malaysia also covers
various development sectors, with an enormous contribution towards the infrastructure
sector. The details of public-private partnership projects according to the distribution of
sectors (EPU 2020) are mentioned in Figure A1 below.
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