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ABSTRACT

This study investigates the welfare implications of BTL projects using a
general equilibrium model with the public sector and public—private
partnerships, We show that when the government is not allowed to run budget
deficits but private firms is able to overcome the financial constraint, BTL
projects performed by public—private partnerships (PPPs) could be a good
alternative and improve the welfare of the model economy., This paper
quantitatively investigates excessive expansion of PPP projects and several
alternatives to retrieve welfare losses caused by such an expansion, Assuming
that future rents of BTL projects are not taken into account, we find the
welfare losses up to 20 percent relative to conventional government projects.
Finally, we show that it would be possible to reduce the losses by transforming
the fully depreciated capital stock of the government projects into much smaller
new PPP projects,
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[Figure 1] Optimal Tax Rate
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[Figure 2] Public Capital Share
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[Figure 3] Depreciation Rate of Public Capital Stock
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(¥ 1) Prameter Values

Parameters Description Values
A Level of productivity of the public capital production function 1
B Level of productivity of the public service production function 1
X Level of productivity of the final goods production function 1
g8 Discount factor 0.9709
« Capital share of production 0.3
N Service life for public capital stock 20
0, Oy Depreciation rates (public capital and private capital stocks) 0.1
* Optimal tax rate 0.05~0.25
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[Figure 6] Level of PPP Rents
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[Figure 7] Differences in Utilities (%)
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