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Choice of Patterns for Infrastructure Supply: A comparative Study of
PublicPrivate Partnership and. Government Procurement

SONG Xiaoning CHEN Bin WU Ming—in
(1. School of Management Sun Yat-sen University Guangzhou 510275 Guangdong;
2. School of Economics & Management South China Normal University Guangzhou 510631 Guangdong)

Abstract: In recent years many bridges collapsed in China. Such catastrophic accidents have prompted us to think a—
bout the question “What is the best pattern for infrastructure supply?” Traditional government procurement has been adopt—
ed for infrastructure supply in China while public—private partnership ( PPP) has been widely used in Europe and the
USA. Which pattern can better motivate enterprises to increase their investment in technological innovation for quality en—
hancement in the construction of infrastructure? The building contract of infrastructure is characterized by both ‘incomplete—
ness’ and ‘dynamic nature’ . There is a complementary or substitutive relation in the impact of the amount of investment in
innovation in the stage of construction and that in the stage of maintenance on the cost of maintenance. This study uses the
theory of incomplete and dynamic contracts to compare the two patterns for infrastructure supply and finds that traditional
government procurement is better when the relation is complementary whereas PPP is better when the relation is substitu—
tive.

Key Words: infrastructure PublicPrivate Partnership ( PPP)  government procurement theory of incomplete con—

tracts
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