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The operating model and government subsidy in PPP agricultural cold stor—
age projects

FENG Zhuo SONG Jin-bo HU Xiang-pei
School of Economics and Management Dalian University of Technology Dalian 116024 China

Abstract: This paper analyzes and compares two common operating models for PPP agricultural cold-storage
projects: The buying model and the rental model. The findings show that the firm is willing to participate into
the PPP projects only if the construction cost is sufficiently small under either operating model. Moreover both
the buying model and the rental model lead to lower farmers’ profit and social welfare. In order to improve so—
cial welfare of the two operating models this paper further investigates the design of government’ s optimal
subsidy. It is found that government subsidy can improve social welfare under certain conditions. Boundary
conditions under which the government should subsidize the firm or the farmer are given. Regarding the com—
parison between the buying model and the rental model it is found that the rental model leads to lower farm—
ers’ profit and social welfare and it is more difficult for the government to employ subsidy to improve social
welfare under the rental model. This paper offers theoretical support for the government to choose operating
models for agricultural cold-storage PPP projects and to design the subsidy.

Key words: cold storage; PPP; operating model; government subsidy



