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Why Do PPPs Distribute Unevenly in Different Sectors:

An Optimal Contract Arrangement Based on Sector Characteristics
YAO Dongmin, DENG Han (Central University of Finance and Economics, 100081)
Abstract: PPPs are highly valued and have been widely promoted in recent years. However, a large number of
PPP failure cases, as well as the uneven distribution of PPP in different sectors, indicate that the government is
supposed to be more cautious when choosing between PPP and conventional mode. Therefore, what kind of
sector characteristics would affect the success of PPP projects and how they are affected deserve serious
consideration. This paper abstracts the sector characteristics of different sectors, and designs the optimal
contract arrangement between the government and enterprises to provide public services. It also discusses how
the sector characteristics affect the implementation and effectiveness of the contracts. We find that not all
sectors are suitable to apply PPP mode. It’s optimal to apply PPP mode for the sectors with positive externality
across the building and operating stage, low operating effort costs, high building risk and low operating risk.
Otherwise, it's optimal to apply conventional mode. Nevertheless, which mode should be chosen remains
uncertain for some sectors. It depends on other conditions and the external environment.
Keywords: PPP Mode, Government’s Purchase Public Service, Public Service Provision, Economic Efficiency
JEL:. D61, E62, H40
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