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Introduction

Today, public-private partnerships (PPP) are actively used
worldwide' to attract investments in the infrastructure sec-
tor; this mechanism is also becoming popular among the
member countries of the Eurasian Economic Union [1].
According to the definition by D. Grimsey and M.K. Lew-
is, “public—private partnerships are arrangements whereby
private parties participate in, or provide support for, the
provision of infrastructure, and a PPP project results in a
contract for a private entity to deliver public infrastruc-
ture-based services” [2]. Infrastructure in this definition
is asset-based and refers to both economic infrastructure
(e.g., motorways, railways, and bridges) and social infra-
structure (e.g., schools, social housing, hospitals and pris-
ons) [2].

Some typical characteristics that distinguish PPPs from
traditional public procurements include the use of long-
term infrastructure contracts [3], private investments in
public infrastructure, provision of public services by a
private company and the transfer of certain risks to the
private sector [4], a focus on the specification of project
outputs rather than project inputs, and the integration or
“bundling” of different functions into a single contract [2].
Taking into account the abovementioned characteristics, it
is sound to consider PPPs as separate businesses that are
emerging within the long-term contractual relationship
with the state authorities.

At the same time, it is reasonable to analyze PPP vehicles
separately from corporations. Although these compa-
nies are private, they are established for the sole purpose
of implementing a specific project or rendering specific
services for the state authority (the grantor), the opera-
tions of those companies are controlled by the grantor,
who is frequently the sole buyer of the company’s servic-
es. Namely, PPP companies are established and operated
in close cooperation with the state and highly dependent
on the contractual relationship with the corresponding
state authority. That’s why this type of the companies
might be considered a transition type between prof-
it-oriented private corporations and non-for-profit state
enterprises.

PPPs are sometimes mentioned as a potential vehicle for
achieving the state’s sustainability goals [2; 4; 5]. Howev-
er, the evidence from some researchers [6] shows that it
is up to the PPP participants to ultimately decide to what
extent they will pursue sustainability goals. At the same
time, there is evidence from developed markets that the
key role in ensuring the sustainable implementation of a
PPP is fulfilled by the state authority [6]. Consequently, to
implement the PPP that go beyond mere financial added
value, a strong coordinating role is required from the pub-
lic partner. Following those conclusions, corresponding
governance recommendations for the public procurer have
been proposed in recent research [6].

In 2010-2021 in view of the increase in the number of
transactions and in the volume of private investments
in public infrastructure (performed both through PPPs
and non-PPPs), the current worldwide trend is to in-
crease the share of “green” investments®. That’s why it’s
becoming vital not only to evaluate, but also to assess
infrastructure projects in terms of the achieved sustain-
ability impacts.

Currently available ESG rating methodologies and indices
overlook the measures specific to public-private partner-
ships and infrastructure investment in general. Current
methodologies are focused on public companies, and even
if certain ratings are applicable to infrastructure projects,
they do not take into account either national specifics, or
PPP aspects that evaluate the actions of public partners,
rather than only the investors’ activities.

This paper builds on the necessity of creating an integrated
ESG rating score that accounts for specific PPP features to
enable institutional, private and public market participants
to conduct a comprehensive analysis of their investment
activity. This ESG rating is required not only to evaluate the
project’s attractiveness during the start-up period, but it is
also needed at the later stages of the project life cycle for
assessment of the investment activities by the wide range
of stakeholders. In the latter case, what is very important
is that an efficient set of indicators could be susceptible to
independent verification based on the publicly available
information about the project.

To date, the assessment of efficiency of PPP project im-
plementation in Russia is focused on the efforts to assess
the overall integrated effect, as well as the evaluation of
budget benefits and economic effects and risks for stake-
holders [7]. However, how frequently and consistently do
Russian PPP participants evaluate sustainability factors
when investing? How to assess the overall project perfor-
mance against sustainability principles and measures? To
answer these questions, a specific methodology has been
developed and specific ESG indicators related to PPP ac-
tivities have been proposed in this paper. The proposed
methodology is then applied to the case studies of two
Russian mega-projects for their evaluation. The following
research questions are examined: (1) What specific issues
could be addressed when analyzing sustainability consid-
erations of a PPP project? (2) How to measure those spe-
cific issues and how to include the estimate in an integrat-
ed rating of ESG impact? (3) What failures in corporate
governance practices are encountered in implementing
sustainable investing, and how can they be avoided in fu-
ture?

The remainder of this article is structured as follows: Sec-
tion 1 provides a literature review and a discussion of the
current research on PPP sustainability. Subsequently, Sec-
tion 2 describes the methodology for the development of
an ESG rating. Section 3 continues with the findings from

! Infrastructure Monitor 2022. Global trends in private investment in infrastructure. Global Infrastructure Hub.
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the application of the developed ESG rating to case stud-
ies, reveals failures in projects’ sustainable development
and infers recommendations for overcoming certain sus-
tainability failures based on a comparison of project cases.
Finally, Section 4 discusses the conclusions and limitations
of the research.

Literature Review

The review of academic literature is structured in the fol-
lowing two blocs: the Sustainability in PPPs bloc reviews
the recent research papers on sustainability issues in PPP
projects, and the ESG rating bloc discusses how the exist-
ing ESG ratings developed by banks and rating agencies
might be applicable to real-life PPP cases, their differences
and their limitations associated with methodology.

Sustainability in PPPs

The issues of sustainable development (hereafter SD)
have already been addressed in a number of research
papers on PPP problematics. Although the methodo-
logical approaches are only being developed, the au-
thors usually perform case study analysis for different
projects and companies, which presumably incorporate
SD aspects in their processes and decisions. To address
research questions, researchers usually interviewed pro-
ject managers, conducted extensive analysis of project
tender documentation and even design specifications.
The major secondary source of information on project
development is the open publications in various media,
including the Internet.

M. Hueskes et al. [6] focused their research on the ques-
tions of how public procurers deal with sustainability
when procuring PPPs and how the incorporation of
sustainability considerations can be stimulated. They
performed an empirical research of PPP projects in
Flanders (Belgium) based on an analysis of the tender
documents of twenty-five PPPs and case studies of two
PPP projects, which included interviews of project in-
siders regarding governance practices used to achieve
sustainability goals.

L.A. Keeys and M. Huemann [8] developed a conceptual
framework for the analysis of an agricultural innovation
project on how the project’s SD benefits are co-created by
multiple stakeholders involved in infrastructure projects,
beyond the usual project objectives and results. The au-
thors analyzed different stages of the life cycle of an in-
frastructure project where SD benefits are created and
outlined the elements that support the co-creation of the
project’s sustainable development benefits.

E Villalba-Romero et al. [9] assessed the performance of
transport infrastructure projects in terms of achieving sus-
tainability principles (i.e., the three pillars). They fulfilled
the task by developing a simple measurement matrix for
assessing sustainability in transport projects. The matrix
was applied to the assessment of the four infrastructure
project case studies from different parts of the EU, specifi-
cally, toll roads in Greece, Portugal, Spain and the UK. This
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paper proposed a basic approach to assessing sustainabil-
ity performance using a combination of quantitative and
qualitative content analysis (QCA) based on the extensive
questionnaires filled out by project insiders. The paper as-
sessed project performance in terms of sustainability and
compared sustainability metrics against the common in-
dicators that determine a projects success. Sustainability
performance is also compared against conventional project
management in order to see the deviation of results, if any.
The three pillars, i.e., economic, social and environmen-
tal, are used to measure sustainability; whilst the “iron tri-
angle’, i.e., quality, cost and time, are considered to assess
project performance.

The above-mentioned research papers on sustainabili-
ty in PPP projects developed their own analysis frame-
works and assessment tool. For example, M. Hueskes et
al. [6] developed their own system comprising 6 criteria
and 18 sub-criteria for further analysis of project-related
data on implementation of sustainability in project tender
documentation and other guidelines. Those criteria and
sub-criteria aren’t measured, they are used as a checklist
to evaluate the presence of sustainability consideration in
documentation. At the same time, they provide an exam-
ple of criteria applicable to PPPs. Moreover, the analysis
conducted by M. Hueskes et al. [6] concentrated exclusive-
ly on the activities of the public party. The current paper
builds on the analysis of M. Hueskes et al. [6], however,
it introduces measures of the criteria that are measurable
and analyses the activities of the private party in addition
to those of the public party.

All research papers are based on the analysis of qualitative,
rather than quantitative non-public information and con-
fidential interviews with project insiders, with a focus on
the tendering process, and the negotiation and construc-
tion stages of the corresponding projects, however, none
of the authors performed an extensive analysis of projects’
operational stage. This paper fills in this gap by introducing
numerical ESG criteria measures and by taking into con-
sideration SD-related activities of project stakeholders in
the operational stage.

In addition, the research framework doesn’t provide for
questionnaires and direct interviews with project insiders
due to a lack of access to the corresponding employees.
Instead, the research is based on the analysis of publicly
available information and official sustainability reports dis-
closed by project founders. Questionnaires and interviews
could improve the quality of project evaluation, however,
they would not affect the development of a framework for
this analysis.

Another research gap filled in by the current paper is the
analysis of SD co-creation based on case studies from
emerging markets.

The author believes that such a sustainability analysis must
be based mainly on public information or on the informa-
tion which may be made public easily in plain language
and a structured way. This kind of sustainability devel-
opment analysis could also be conducted with the help
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of an ESG rating based either on an existing ESG rating
methodology or on a methodology developed specifical-
ly for PPPs. Such an approach could allow for the future
comparability of different projects’ ESG ratings based on
a common set of criteria. However, in the absence of an
established ESG rating practice for PPPs, the analysis of the
examples of existing ESG rating methodologies applicable
to corporations and their projects could shed light on the
possible improvements of the methodology developed by
the above-mentioned researchers.

ESG ratings

The recent research on ESG rating methodology shows
that the significant divergence of different methodologies
allows to obtain completely different ranks for the same
company [10]. The primary reason would be the “lack of
a commonality in the definition of ESG (i) characteristics,
(ii) attributes and (iii) standards in defining E, S and G
components” [10]. Another reason is that different raters
use different numbers of criteria in their assessments. For
example, MSCI and FTSE Russell represent the extremes,
assessing 37 and 300 ESG criteria, respectively. Other
agencies, in turn, assess different metrics related to the in-
dustry that the company belongs to (see Sustainalytics and
RebecoSAM). Finally, the difficulty arises in achieving a
generally acceptable definition of ESG materiality, i.e., an
assessment of whether a specific event or a process may
ultimately trigger the weighting mechanism of the assessed
criteria and generate further divergence in the overall rat-
ing [10].

Other authors also highlighted that there are four leading
ESG rating providers (MSCI, S&P Dow Jones, FTSE Rus-
sell, and Thomson Reuters) and a range of significant ESG
indexes (e.g., MSCI ACWI ESG Index, Dow Jones Sustain-
ability World Index, FTSE4Good Global Index, and the
Thomson Reuters ESG Indexes for US Large Cap stocks
and Developed Markets (ex-US)) [11]. The limitations of
the existing ratings include the bias towards tracking larger
firms in developed countries, and the fact that “ESG in-
dexes designed decisions can lead to a ‘one-size-fits-all’
approach, which may obscure the nuances of the under-
lying company’s behavior” [11]. Besides, there are indices
that were developed especially for assessing infrastructure
projects.

SuRe Standard was developed in partnership with Global
Infrastructure Basel Foundation and Natixis. The analysis
is carried out in regard to 14 different topics using 61 ESG
criteria [12]. Since 2012, this standard has been used in
more than 150 infrastructure projects.

The Envision project also aims to explore a single infra-
structure project. Envision uses sixty sustainability indica-
tors of environmental, social, and economic impact. These
criteria are divided into five categories: quality of life, lead-
ership, resource allocation, the natural world, climate and
risks [13].

* URL: pppcenter.ru; rosinfra.ru/project
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Both the ratings of SuRe Standard and Envision projects
are project-based, which is why they’re more suitable for
the evaluation of a PPP than the previous company-based
rating introduced above. However, the criteria are too nu-
merous to perform the calculation and verification based
on public information. The evaluation process requires
special competences and may not be performed without
reporting commitments from the project founder. This
peculiarity is particularly problematic for emerging mar-
kets, where significant information asymmetry and poor
institutional environment create the conditions for possi-
ble fraud related to communicating correct project-related
information. Another disadvantage of these rating meth-
odologies is that they don’t take into account the activities
of the public partner related to their functions described in
the PPP agreement, which is why in the case of a PPP the
rating score wouldn’'t be comprehensive.

Taking into account these peculiarities of existing method-
ologies, a specific analysis framework has been developed
for the purpose of this research.

However, ESG rating methodologies is not fully disclosed by
their proprietors - rating agencies and banks — which makes
its comprehensive analysis impossible without access to le-
gally protected information. Moreover, they are permanent-
ly reassessed based on the practice of its implementation
and ongoing research on the subject of ESG. However, the
analysis of available rating methodologies allows to calibrate
the approach to the development of an analysis framework.

Methodology and Analysis
Framework

The case study methodology has been used to achieve the
main goal of this research. Two private-public partnership
Russian projects (Western High-Speed Diameter and M-11
«Neva») were compared. The application of the author’s
proprietary methodology of ESG-rating to real life cases
provides the answer to one of the research questions: to
what extent do Russian PPP participants take sustainability
factors into account when performing the corresponding
investments and operating the new infrastructure?

In order to conduct these case studies, the following algo-
rithm is used. All the relevant information about projects
and their financial indicators were taken from the National
Public-Private Partnership Center of Russia’. The conces-
sionaires’ so-called “sustainable development reports” pre-
pared on a voluntary basis were analyzed for ESG criteria
assessment. The availability of detailed and sensitive sus-
tainability information on project performance was the key
factor in the selection of those projects for case study anal-
ysis. Another reason for the selection of these projects for
the analysis is that both of them are pioneering PPP pro-
jects in Russia launched in early 2010, and a broad range
of reliable data has been accumulated not only about the
construction, but also about the operation stage.
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A list of ESG criteria has been developed as a starting
point for the analysis. Subsequently, the activities of
public and private parties implementing the project are
evaluated against each of the criteria. Such a list of sus-
tainability criteria is the sphere where a country’s or even
local area specifics could play a significant role, i.e., the
project allowing to overcome or even resolve major na-
tional environmental, social and governance problems
could obtain a higher rating in comparison to the one
that aggravates the corresponding problem. The more
important the problem is to the public, the higher the
rating for a project that resolves it, and vice-versa. This is
a specific approach to the materiality of the sustainability
criterion, which was applied in this research. Using this
approach as the starting point, the source of the infor-
mation for the rating metrics could then play a certain
role in the assessment, i.e., source reliability, novelty and
applicability of the obtained information. As a result, the
sustainability analysis framework could be based on the
following steps:

o defining the main evironmental, social and political
issues of the public;

o defining the creteria allowing to eveluate the project’s
influence on resolving the abovementioned issues;

« assessment of infrastructure projects based on
selected criteria;

« adjustment of the score for source reliability, novelty
and applicability of the obtained information.

The local environmental agenda has been taken from the
polling performed by major national polling center WCI-
OM in 2019 [14], while the social issues are taken from
the research published by research center Romir in 2016
[15], which is publicly accessible. The list of social issues
has been further supplemented by the problems related to
projects specifics and relevant social problems they aim to
resolve. The list of the analysed governance issues is very
typical for many ESG ratings, because it’s focused on the

Table 1. ESG criteria

ways in which a private entity copes with operational risks
and whether it successfully implements corporate social
responsibility (CSR) policy.

At the next stage, the exact indicators were selected from
the following types of indicators. Performance-based in-
dicators, also called performance-oriented indicators,
which are efficiency scores calculated based on the lev-
el of goal achievement initially stated by the contractor.
This type of indicators is aimed to measure operation ef-
ficiency, shed light on the trends and report the results.
Practice-based indicators, or prescriptive indicators, re-
veal the presence of required instruments or systems to
ensure the implementation of best practices. These indi-
cators are process-oriented, rather than result-oriented,
which means that the causal relationship between policy
implementation and the obtained result needs to be con-
firmed. That's why such indicators could obtain a lower
rank during the evaluation process than those that are
performance-based. Another type of indicators used in
the assessment proccess is target-based indicators. These
indicators reveal whether the operation is based on an
explicit plan, or on policy and monitoring. An example of
such an indicator may be a roadmap or a rating based on
a number of milestones to be achieved. As a result, such
indicators could be easily measurable and verifiable, at
the same time, an achieved milestone can’t be unambigu-
ously equated with the achievement of the corresponding
broad social or environmental goal, because the latter is
as so easily measurable. That is why a target-based indi-
cator could obtain a lower rank when compared to the
other above mentioned indicator types. A simple scor-
ing scale was selected in this research to evaluate the
type of indicator: target-based indicator - 1 point, prac-
tice-based indicator - 2 points, performance-based indi-
cator - 3 points.

A list of 13 indicators was developed and corresponding
indicators were proposed for further evaluation, as pre-
sented in Table 1. The indicators below are also ranked ac-
cording to the indicator type.

Category Criterion Indicator Party Type
Emission level during construc- . Perfor-
. Private
tion phase mance-based
Air pollution Car exhaust emissions after
2 start-up of the operation phase in Private Perfor-
P P P mance-based
attraction zone
. . uality (level) and speed of . .
Environmental Waste recycling Quality ( . ) P Private Practice-based
waste recycling
River and lake pollu- Increased river and lake pollu- . Perfor-
. L . Private
tion tion in the attraction zone mance-based
Deforestation and de- Square meters of cutdown trees, .
L A Public / Perfor-
terioration of protect- 5 negative impact on protected .
. o Private mance-based
ed nature territories nature territories
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Category Criterion Indicator Party Type

Number of new permanent jobs  Private /

Ul 1 t . . Target-based
nemploymen (direct effect) Public arget-base
. Reducing trip time, traffic con- .

Traffic jams uetg tp Private Target-based
gestion
R t for lab ights and . .

. Human resources espect forfabout Hghts an Private Practice-based
Social labour law
. Level of noise during construc- . Perfor-

Noise levels . . Private

tion and operation phases mance-based

Number of residential build-
Housing policies 10  ings demolished in the project’s ~ Public Practice-based
attraction zone

Transparence and openness of
CSR policy, level of disclosure

CSR policy 11 of ESG-related information in Private Practice-based
annual reports
Governance . Number of court suits related .
Construction stan- . . Public /
12 to disregard for construction . Target-based
dards Private
standards
f its) of  Publi
Corruption Number of cases (court suits) o ublic / Practice-based

asset misappropriation Private

Source: Author’s analysis.

Each of the 13 indicators was evaluated based on a 5-grade ~ Table 3. Data source quality
scale where: 1 stands for completely inacceptable actions, 5
stands for excellent actions/policy in the chosen category. Quality level ~Criterion
The full evaluation scale is presented in Table 2.

Data is timely (published

Table 2. Evaluation scale in the last 1-2 years)

: N
Rating Grade Percentage rating, % e Data is obtained from
1gh-quality g ol reports of PPP 3
® Excellent 5 80-100 data participants
® Good 4 60-80
Data is published by a
Satisfactory 3 40-60 PPP participant
® Acceptable 2 20-40 . Data is less timely
® Inacceptable 1 0-20 (published 2-5 years ago)
Source: Author’s analysis. zfl(;(:iet;actljlta Data is obtained from 2
Finally, in order to calculate an integrated rating, it is nec- third parties (articles,
essary to adjust the score for the information source relia- opinions of experts and
bility. During the assessment process, the following types scholars)
of information sources were used: highly reliable and time-
ly source (high-quality data), reliable and less timely sourc- Low-quality Data published over 5 1
es (moderate-quality data), and reliable, but non-timely data years ago
sources (low-quality data). The complete score informa-
tion is presented in Table 3. Source: Author’s analysis.
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Results/Findings
and Discussion

The final overall integrated rating demonstrated that the
SD consideration result is approximately the same for both
projects, however, the rating score components are not ho-
mogeneous. The Western High-Speed Diameter project is
an internationally well-known example of a Russian pub-
lic-private partnership. This project is often considered as
one of the best private-public partnership projects in Rus-
sia in the field of infrastructure development. However, the
results of the analysis revealed the presence of significant
flaws, which undoubtedly made the project look bad in
comparison with similar international transport projects.
The M-11 highway project is not as well known worldwide,
which is why it is frequently considered inferior to the
Western High-Speed Diameter at the international expert
level. However, the project’s overall ESG score is 3 out of 5
points for both projects, which indicates the weak atten-
tion of Russian authorities and investors to the project’s
ESG impact as well as presumably poor relevant statutory
regulation.

Despite the similar overall rating of both projects, there
are clearly significant differences in the individual grades
for each of the thirteen indicators. These important differ-
ences are revealed in the level of air pollution during the
construction phase, the level of lake and river pollution,
the implemented human resource policy and the level of
openness and transparency of operations.

When analyzing the problem of air pollution along each
highway, it should be noted that the Western High-Speed
Diameter crosses the residential areas of Saint Petersburg,
which is why the compensatory activities performed to off-
set the negative effects are more expensive and time-con-
suming. Contrary to the WHSD, the M-11 highway is lo-
cated entirely in non-residential areas, and as a result the
need to perform any significant measures to eliminate the
air pollution effects is much lower. In addition, the envi-
ronmental footprint of the WHSD project has attracted the
attention of both environmental experts and local commu-
nities.

A similar situation occurs when we analyze the influence
of the projects on river and lake pollution. In view of the
limited possibilities to alter the WHSD route, the majority
of of rivers and subsurface waters in the proximity to the
construction site suffered a negative impact. At the same
time, the location of M-11 highway allowed to choose the
optimal route easily, thereby bypassing a number of rivers
and lakes during the project’s design stage, which was ac-
tually performed by state authorities, rather than the con-
cessionaire.

Nonetheless, it’s important to note the discovered trans-
gressions that occurred during construction and oper-
ation of the highways, which have a significant negative
impact on the integrated rating. During the comparative
analysis of technological construction solutions and the
cases of non-compliance of the contractors with estab-
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lished rules and norms, we could conclude that breaches
of code during the construction of the WHSD were more
significant than during the construction of M-11. Howev-
er, it should also be noted that the inspections of construc-
tion sites by regulatory authorities revealed infractions in
both projects.

Policy analysis performed by the concessionaire companies
in the sphere of human resources and operations openness
revealed that, the concessionaires of M-11 project disclose
only a small part of information about the measures imple-
mented to improve working conditions for their employ-
ees and promotion of openness and transparency. Despite
the fact that this is a project of high public interest and
attention, obtaining any information about its operations
is a highly challenging process because of its influence on
the economy of the regions in attraction area, as well as
due to the level of state’s financial support provided. On
the contrary, Northern Capital Highway, the concession-
aire of the WHSD project, broadly discloses CSR policy
measures. The project’s web-site contains not only the list
of measures performed, but also the planned events and
measures aimed at improving the processes for attracting
new highway users and communicating with the project’s
stakeholders. This is clearly a positive example of SD effect
co-creation by project participants.

A more illustrative graph of the ESG rating calculated for
each of the analyzed projects is the so-called sustainable
polygon. Figure 1 presents the sustainable polygon for the
WHSD. The same illustration for the M-11 project is pre-
sented in Figure 2.

The sustainability polygon shows which of the thirteen in-
dicators have an “inacceptable” score (close to the circle’s
red center) and which have an “excellent” score (close to
the green rim). The numbers correspond to the criterion’s
number in Table 1 above.

Figure 1. Sustainable polygon for WHSD

13 1

12

10

Source: Prepared by author.
When analysing the sustainability polygon of the WHSD,
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it should be noted that the evaluation results for the se-
lected indicators are quite heterogeneous. Figure 1 reveals
the concessionaire’s failures to implement resonable tech-
nical solutions and operational planning during construc-
tion phase, as well as to control and monitor compliance
with important environmental and social requirements. At
the same time, we must note the significant efforts of the
concessionaire to introduce the principles of openness and
transparancy of operation, regular communications with
a wide range of stakeholders and to eliminate the negative
impact caused by project implementation to the local com-
munities.

The sustainable polygon for the M-11 highway project
demonstrates that the actions of the concessionaire dur-
ing the construction process led to a stable negative impact
on the environmental and social situation in the project’s
attraction zone. Such a conclusion could be inferred from
the fact that the diagram on Figure 2 is smoother than
that on Figure 1. There are no prominent failures in some
specific areas, except for some significantly less efficient
governance practices than in the previous case. There are
no significant successess either; on average the criterion is
evaluated at a “satisfactory” or “good” levels. However, a
number of significant offenses with respect to construction
norms were revealed. What is more important, is the pol-
icy fully concealing company operations from the public
attention, because significant offences, especially in the
related to environmental impact and corruption may sim-
ply be hidden from the public scrutiny. That’s why overall
illustration provided by the M-11 highway sustainability
polygon might be significantly biasd in comparison to the
WHSD polygon, and the project’s actual integrated rating
may prove to be lower than the current one.

Figure 2. Sustainable polygon for M-11 highway
1

12

10

Source: Prepared by author.

During the analysis of the obtained results we may infer
the reasons for the similarity of the projects’ overall sus-
tainability ratings. In the case of the WHSD project, the
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initial evaluation of environmental and social indicators is
significantly worse than the same indicators for the M-11
highway, while the timeliness of the sources of information
about the WHSD is significantly better than of those about
the M-11. Thus, if we calculate the ESG rating without ad-
justment for the quality of information sources, the result
obtained for the ESG rating of the M-11 highway could be
even higher than the one for the WHSD. However, the sig-
nificance of the data source’s high quality is obvious, which
is why the corresponding adjustment is required and the
obtained ESG rating for WHSD could be set at a similar
level with the one of M-11, with regard to all the above-
mentioned limitations of analysis.

Conclusion, Gontribution and

Limitations

This paper presents the methodology of compiling a ESG
rating specific for PPP projects and based on public infor-
mation only and voluntary disclosures by the project in-
itiators. The numerical ESG ratings obtained in two case
studies were visualized in Figures 1 and 2. The issues relat-
ed to sustainability of PPP projects implemented in Rus-
sian practice were examined and addressed, however the
conclusions and developed tools are applicable to many
similar emerging markets.

The literature analysis from the Sustainability in PPPs bloc
allowed to draw attention to other researchers’ answer to
the question “(1) What specific issues could be addressed
when analyzing the sustainability considerations of a
PPP project?” and to identify research gaps related to the
question “(2) How to measure those specific issues?” The
ESG rating bloc allowed to review current approaches to
measuring sustainability issues for investment projects,
and identifies the research gap regarding specific PPP pro-
ject-related ratings.

This paper builds on the analysis of other research and takes
into account the activities of both the private and the public
parties. It also fills in this gap by quantifying ESG criteria,
although previous researchers used qualitative measures
only, and by taking into consideration the SD activities of
project stakeholders in operational stage. In contrast to
other academicians’ approaches, the research framework
in this paper doesn't provide for the use of questionnaires
and direct interviews with project insiders due to lack of
access to the corresponding insiders. Instead, the research
is mainly based on the analysis of publicly available infor-
mation and official sustainability reports disclosed by the
project founders. The questionnaires and interviews could
be able to improve the quality of projects evaluation, how-
ever they won't affect the author’s development of an analy-
sis framework. Another research gap filled in by this paper
is the analysis of sustainability activities on emerging mar-
kets. Compared to similar project-based ESG ratings, i.e.,
that of Envision, the author’s proprietary ESG rating pro-
vides for the evaluation of the activities of the public party
in addition to the evaluation of activities of project founder.

The research demonstrates that the introduction in cor-
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porate governance guidelines of the board’s responsibility
for the evaluation and publication of the ESG rating could
significantly improve the governance practices, including
the efficient communication of sustainability issues to con-
cerned stakeholders and shifting the board’s focus from
profit-making to sustainable development matters.

ESG impact was unfortunately not on the agenda of ma-
jor PPP project participants in Russia in 2010-2021. As
demonstrated by the calculation of the above rating scores,
there is ample room for improvements at the state regu-
lation level, as well as in private business practices in the
coming years. Meanwhile, active participation in imple-
mentation of the projects launched by such international
financial institutions (the IFIs) as EBRD makes it possible
to ensure the disclosure of pertinent stustainability infor-
mation to stakeholders and the introduction of relevant
practices on stakeholder involvement and problem-solv-
ing measures. The research shows that participation of IFIs
does not prevent significant failures in the implementation
of technical solutions and obeying construction norms,
probably due to the fact that it’s a more complex problem
in the sphere of statutory regulation and overall tender
process. The positive role of IFI nonetheless lies in timely
problem communication and stakeholder involvement in
the search for efficient solutions.

This paper also demonstrates the positive impacts of time-
ly disclosure of the pertinent sustainability matters in the
integrated reporting of the concessionaire company, as
well as the importance of disclosure of sustainbility-related
activities by public authorities directly involved in the im-
plementation of PPP projects. The corresponding sustain-
ability disclosure responsibility for both parties to a PPP
project should be introduced in legislation.

The research carried out in this paper could be continued,
since the sustainability-related rating may be supplement-
ed by various criteria, not only in the studied areas, but
also in other areas that may have an impact on the ESG
assessment, for example, the level of technological com-
plexity, innovativeness of project activities, etc. Therefore,
the methodology developed in this paper could serve as a
basis for ESG analysis of PPP projects on transport, as well
as in other infrastructure sectors. However, when conduct-
ing further research, it is necessary to take into account the
problem that emerged in the research process: the availa-
bility of public data on completed projects, or the report-
ing gaps. Unfortunately, a significant part of the informa-
tion that supports the analysis is not available for research
due to the fact that private investors and public partners
in concessions and long-term investment agreements are
not obliged to disclose up-to-date assessments of the envi-
ronmental and social audits. Meanwhile, concession com-
panies, which attract high public interest, actively use the
gaps in reporting regulations and reporting standards that
allow them to make only a very small part of project-relat-
ed information publicly available and leaving stakeholders
uninformed about important matters of project implemen-
tation. Among the relevant sources of sustainability-relat-
ed information are the construction control and surveyor
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reports, project stage comissioning reports and acts, envi-
ronmental and social audits, legal documentation and pub-
lic hearing protocols.
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