
 

 

 
THE CENTRE FOR MARKET AND PUBLIC ORGANISATION 

 
The Centre for Market and Public Organisation, a Research Centre based 
at the University of Bristol, was established in 1998.  The principal aim of 
the CMPO is to develop understanding of the design of activities within 
the public sector, on the boundary of the state and within recently 
privatised entities with the objective of developing research in, and 
assessing and informing policy toward, these activities. 
 
 

 

Centre for Market and Public Organisation  
University of Bristol  

Department of Economics  
Mary Paley Building 

 12 Priory Road 
 Bristol BS8 1TN 
  
 Tel: (0117) 954 6943 

Fax: (0117) 954 6997 
 E-mail: cmpo-office@bristol.ac.uk 

 
 
 
 
 
 
 

Delegation of Contracting in the Private 
Provision of Public Services  

 
John Bennett and Elisabetta Iossa  

 
April 2005 

 

Working Paper No. 05/125 
 
 
 
 
 

 
 

ISSN 1473-625X 



 
 

CMPO Working Paper Series No. 05/125 

CMPO is jointly funded by the Leverhulme Trust and the ESRC 

 

 

Delegation of Contracting in the Private 
Provision of Public Services  

 
 

John Bennett1 

and 
Elisabetta Iossa2 

 
 

1Brunel University 
2 Brunel University and CMPO 

 
April 2005 

 
 

 
 

Abstract 
We use an incomplete-contract approach to compare contracting out by a public sector agency with the 
delegation of contracting out to a public-private partnership (PPP) that is a joint venture between 
private and sector agents.  The PPP maximizes a  linear combination of profit and social benefit.  Such 
delegation may be desirable to curb innovations that reduce the cost of provision but also reduce social 
benefit.  Delegation may be undesirable for innovations that increase social benefit but also raise costs.  
Our results are explained in terms of the shadow cost of public funds and the negotiating stance of the 
PPP.   
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