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Structure of optimal risk allocation in PPP projects based on liquidity theory
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This research analyzed desirable risk allocation between the government and
the private company in PPP (Public Private Partnership) projects for providing public services such
as road, transportation and water supply based on the liquidity theory developed by Holmstrom and
Tirole. International financial institutions can complement the small capacity of liquidity supply
of developing country governments to avoid the excess shift of risks to private companies.
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