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Bounded Rationality , Public Accountability and Risk Allocation:The Failure of
Marketization in Taiwan High Speed Rail and Its Implications

Chen Cheng (Lecturer,Sun Yat-sen University)

Abstract : The high speed rail development in mainland China with the model of traditional public procurement confronts the
problems of finance shrink, high debt and low efficiency, which raised the debate on transferring to marketization. This article
therefore provides reference to the PPP experience in Taiwan high speed rail project. It is argued that the dilemma of PPP is
that the principle of risk allocation is constrained by the factors below: (1) the difficulty of allocating risk due to the bounded
rationality; (2) the opportunism is hard to prevent due to incomplete contract; (3) risks cannot be genuinely transferred
due to government’s role of being accountable for the public service. The failure of PPP in Taiwan high speed rail project
implies that the PPP has advantage to the conventional approach. However it cannot be successful until government’s
capability of handling with the factors above is improved.

Key words: marketization of Taiwan high speed rail; bounded rationality; accountability; risk allocation
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