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THE CONTRACTUAL STRUCTURE AND SOCIAL EFFICIENCY OF
CONSTRUCTION WORKS

Kiyoshi KOBAYASHI, Toshihiko OMOTO, Muneta YOKOMATSU and Takatoshi WAKO

The contracts for public construction projects can fall into that category of incomplete contracts, which
are most typically characterized by the indescribability of unforseen contingencies. The paper provides with
a theoretical explanation of how the Japanese construction contract forms can implement socially optimal
construction works as far as the moral codes can regulate the behaviors of those who are involved in the
construction contracts. The paper also shows that the social efficiency of construction contracts can not
be sustained any longer once the moral-hazard-free conditions are violated, and presents the alternative

contract scheme that can conquer moral hazard iss

ues.

100



