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THE MECHANISM DESIGN FOR FRANCHISE BIDDING IN
URBAN REUSED WATER BOT PROJECT
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Abstract: In this paper, we study the mechanism design for franchise bidding in urban
reused water BOT project. The model of bidding is established based on the incentive mechanism,
which is incentive compatible and individual rationality. Then the optimal biding mechanism is
obtained by solving the model. The optimal bidding mechanism not only can induce the enterprises
to disclose their true cost type, but also can improve the governments’ allocation efficiency.

Keywords: BOT; franchise bidding; discriminatory auction; incentive mechanism
2010 MR Subject Classification: 91A80; 91B26



