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Consideration of the paradox of demand risk transfer in the PFls
- Lessons from unsuccessful PFls and key success factors for PPP -
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The PFI Act, or “Law relating to the promotion of the development of public facilities using private funds” was revised in August 2005,
by the promulgation and implementation of the amending act. One of the major points of the revision was to clarify that the projects
of PFI - Private Finance Initiatives - includes not only manufacturing goods or construction, but also services. Therefore, in the near
future, PFI projects with heavy involvement in management operations and service sectors will increase.

In addition to the PFI projects, PPP - Public Private Partnership - is also expected to expand. The PPP will allow the private sector to
provide things such as “designated manager systems” and “market testing” that have traditionally been handled solely by the public
sector, and will expand further from now on.

In the U.K. where PFI was originally invented, and in Japan, there are cases of unsuccessful PFls. Looking into the causes of these
cases, how to handle “demand risk” has become a big issue.

It can be recognized from the examples of unsuccessful PFIs that there is the “paradox of demand risk transfer” that will increase the
“demand risk”, as the administrative agencies try to select a private contractor with higher VFM .

In order to achieve desirable partnership between public and private sectors in PFI projects as well as in the designated manager
system, market testing, etc., we need to understand the causes of such unsuccessful cases, with the emphasis on “demand risk”,
and to cope with the assumed causes.

Under these circumstances, in this article the author will explore the points of contention relating to the PPP, examining the
fundamental causes, and learning from the unsuccessful cases focusing on the examples of (1) the Royal Armouries Museum in the
U.K.,, and (2) the Thalasso Fukuoka in Japan

' VFM (Value for Money) is the general idea of “providing the highest value of service for the price”
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"ML ATBOA NS FERHE T 164F- 8 126/ 2 S D I 1 B 9 % 2l |

http://www.mext.go.jp/a_menu/hyouka/d_kekka/05090901/025.pdf

HEROZGIZB U Cid, BIARFEM [BATOMATBOEADME L UGS ] ([Z=1] BOE - REMI7E] 2007 vol.2) ISFEhEhTn5D TS
Xz,

() JRIRBI SR L £ v & — [ERROITERECE E PRI R E Y X 2 F v ¥ 22D\ T i lsE ] CRR174:-3 A)

LCC&iE, 94 7% 4 2R+ (Life cycle cost) DM, AMfidks EDOBEHNZDONT, R~ ~REEOLEME -2 L LTH
ATEH, RICERBAKMETRELCE., #HMO X Y FF Y ABARGVEA . SRNICLCCHAEL 12 2L e b5,

BTO (Build Transfer Operate) /& id, R HIEH MRS A (Build) U, HEE5EHE A GRS O S FE S IS M & L iin
(Transfer) U, RRI$EENHES - WP OMER (Operate) 2475 FEHFRDO T &,
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