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Research on Excess Revenue Distribution of PPP Projects
Considering Market Demand

Wang Yongxiang, Hu Zhizhen, Yu Jin

(School of Civil Engineering and Architecture , East China Jiaotong University , Nanchang 330013, China)

Abstract:Due to the long concession period, there exists the major risk of the market demand variability for
PPP projects. The traditional revenue distribution mode fails to consider the fact that market demand exceeds the
project’s designed production capacity, which causes the increase of investment. And the one—way excess rev-
enue distribution pattern is unable to motivate effectively all partners involved. Therefore, based on the existing
research, this paper introduced the risk preference and reciprocal preference, divided the demand into two
kinds, the one higher than the project’s designed production capacity and the other lower than the project’s de-
signed production capacity, and then established the new excess revenue distribution modes respectively. By
breaking the Nash equilibrium of the traditional revenue distribution mode, the proposed excess revenue distri-
bution mode increases revenues for investors, raises the investment in production and realizes economic and so-
cial values of PPP projects.

Key words: principal-agent; risk preference; reciprocal preference
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