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Abstract. Public-Private Partnerships (PPP) models have been used for a longer period of time in 
countries around the world, it has become one of the core ideas and measures for many 
governments to achieve economic goals and enhance public service levels. Although PPP 
encountered some institutional confusion in China's practice, but China's public sector reform is one 
of the necessary institutional arrangements. In this paper, the underlying principles and advantages 
of PPP are introduced based on China’s situation, this paper sets out themes which apply to all the 
various forms of PPP in China. Combined with the development of China's private economy and 
private capital, we explore the feasibility and advantages of the PPP model in the public sector, as 
well as the main mode of operation, stakeholder relationship, operational process and risk 
management. 

Introduction 

The importance of public utilities has been recognized by countries around the world. Public 
utilities projects are mostly long-term construction projects, huge investment in public welfare 
projects, which the government played an indispensable role. However, with the development of the 
society, the state finance is far from meeting the huge investment demand[1]. At the same time, the 
government has become a worldwide problem in the high investment, low efficiency and high 
consumption of resources in public utilities construction. PPP model is through the cooperation 
between the government and the private sector to develop public utilities to achieve the interests of 
all parties, while taking responsibility and financing risks. It is characterized by the greater use of 
the private sector and the reliance on government departments to meet the needs of the public[2-3].  

Based on the study of relevant literatures at home and abroad, this paper analyzes the historical 
background and basic theory of PPP model, and focuses on the project financing of PPP model. 
Based on the analysis of the present situation of public utilities development and investment and 
financing in our country, this paper discusses the feasibility and advantage of introducing PPP 
model in China's public utilities construction, combining with the development of private economy 
and private capital in China[4]. It analyzes the main mode, stakeholder relationship and risk 
management of PPP mode in China's public utilities construction.  

As a new mode of operation of the infrastructure project, the PPP model has its unique mode of 
operation and characteristics[5]. This chapter will combine the four aspects of China's national 
conditions from the mode of operation, project stakeholders and their responsibilities, project 
operation process and risk management Detailed analysis of PPP model in national project practice. 
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Analysis on the Operation of PPP Mode in China 

The main operation mode of PPP Mode in China. The existence of PPP model is based on the 
contract, the concession agreement and the ownership of ownership, on this basis can be used to 
achieve a variety of forms. According to China's actual situation, the PPP project implementation of 
the infrastructure projects can be used in a variety of different modes of operation[6]. Table 1 shows 
the different types of facilities for the application. 

Table 1.The main operation of PPP projects in China's public utilities 
Type of public utilities Applicable scope 

New utilities 

Build-Transfer-Operate，BTO 
Build-Operate-Transfer，BOT, BOOT 
Build-Own-Operate-Transfer，BOOT 
Build-Own-Operate，BOO 

Already existing utilities 
Service Contract 

Operations and maintenance contract or lease 

Expansion of existing 
facilities 

Lease-Build-Operate，LBO 
Wraparound Addition 
Build-Operate，BBO 

The project of PPP model strongly related to and its main responsibilities. Project 
stakeholders are those individuals and organizations that are actively involved in the project or 
whose interests are affected by the project. Interests in projects operating in PPP mode typically 
include government, SPC, gold institutions, consulting firms, engineering contractors, raw material 
suppliers, and subscribers. Their relationship is shown in Figure 1. 
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Figure 1. PPP model of project stakeholder relationship structure 

Operation Process and Risk Management of PPP Project. A complete infrastructure project 
in PPP mode can be divided into four phases: pre-analysis, selection of SPC, development 
operations and transfer suspension, In the PPP model, the pre-analysis of the project includes two 
parts: project selection and feasibility study[7]. The choice of SPC is an important part of the 
operation of the project. SPC which from the launch to the successful registration usually go by 
through the tender, SPC primary, negotiation, signing and other links. The choice of SPC is an 
important part of the operation of the project. 

Risks generally refer to the potential for the event. It has several aspects: risk is an uncertainty: 
risk is loss or damage; risk is the difference between expectations and consequences. Each 
participant's risk management approach is roughly the same as the process, as shown in Figure 2. 
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Figure 2.The risk management diagram of each participant in the PPP model 

PPP model in China's public sector applications and countermeasures 

Some Problems Should Be Considered in the Application of PPP Mode in China 's Public 
Utilities. The PPP model is suitable for projects with large investment amount, long construction 
period and slow recovery. It mainly focuses on the transportation business of railway, highway and 
other transportation departments, power and gas, and telecommunications networks[8-9]. Therefore, 
the PPP model in China has a wide range of development prospects, its introduction and use of 
China's public utilities to improve the "bottleneck" situation has an important role. 

As a result, China's public utilities construction is the use of a single model of government 
financial allocations, while the legal private capital and private enterprises to participate in public 
infrastructure construction is also a lack of clear provisions, therefore, at this stage PPP in China's 
public utilities The application of the project needs to consider the following questions. 

The first one is the role of government needs to change, the model that by the financial 
investment to support infrastructure construction has become increasingly unable to meet the 
growing needs of the socio-economic. The government should be the leading role in infrastructure 
construction in the past, to cooperate with the private sector to provide public services in the 
supervision. 

The second is to develop a sound promotion program actively. PPP model has been widely used 
in developed countries and has been successful, PPP model has just started in our country, so the 
government should seriously study the PPP model and its application prospects in China. With the 
PPP model in the construction of public utilities, the domestic private enterprises and private 
consortia should seize this opportunity to participate in public utilities construction projects. 

Shrink down the public and private in the construction of business philosophy and 
institutional differences. The government carry out public utilities construction is mainly from the 
perspective of public welfare, in order to meet the needs of end-users, leading to initial investment, 
high operating costs and project economic efficiency is difficult to achieve the desired goal, which 
may make the government bear heavy burden.  The private enterprises which from the commercial 
point of view will more hope to gradually increase the size of the project according to the project 
income in the implementation of the PPP project. Reducing the differences between the public and 
private business philosophy and the system is an important factor in the success of the PPP project. 
In this regard, the government should actively learn from the experience of foreign PPP projects, 
with the help of the strength of professional organizations, efforts to narrow the differences between 
the two companies to explore the implementation of public utilities PPP project implementation. 

Improve the financing channels in the public sector and reduce the financing costs. At 
present, China's public utilities project in the domestic financing of the main channels of 
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commercial bank loans and listing financing, high cost which for the PPP project financing is 
extremely unfavorable. In order to ensure the smooth implementation of PPP projects, we must 
consider further raising the financing channels and reducing the financing costs. 

The first is to relax restrictions on the use of national policy bank loans and foreign government 
loans. As a result of certain policy restrictions on the development of private capital, it is difficult 
for private enterprises to participate in the PPP project to use conditional preferential national policy 
bank loans and foreign government loans. Although the recent countries have identified, in the 
normative guarantee conditions, allow domestic enterprises to borrow foreign government loans, 
but there is no clear legal guidance, if these problems are not resolved, it is difficult to use 
preferential loans to promote the implementation of PPP projects. 

The second is to allow insurance funds, social security funds, housing funds and other large 
funds to invest in public utilities PPP project. Insurance funds, social security funds, housing funds 
and other large funds, it is necessary to guard against financial risks. Public utilities PPP project 
investment cycle is long. The stable returns, is very suitable for the above-mentioned various fund 
investment, if there is policy support, then the operating pressure of such funds will be easily. 

Summary 

PPP model is to improve the quality of public utilities, to achieve the win-win cooperation 
parties through the government public sector and the private sector, its production and application 
for the development of China's public sector provides is worth of thinking, as an important way of 
interaction between the government and the private sector. PPP model can be widely used in a 
variety of different public utilities construction. In addition, as a new project financing and 
operation, PPP model in the construction of public utilities is a worthy of in-depth discussion of the 
subject. As a result of the wide range of public utilities, different modes of operation of the public 
utilities in the implementation of PPP mode are also unfavorable, and the resulting distribution of 
public and private interests and the sharing of responsibilities need further investigation. 
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