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Abstract: A mechanism design model that can maximize the profits of host government was built. A comparison of three typi-
cal fiscal systems was conducted to contrast the incentive effects by each mechanism. The results show that the designs of fis-
cal systems shall apply to specific characteristics of the underlying resource. A production sharing contract is the most effec-
tive model in motivating international oil and gas cooperation, while the royalty-tax contract and the service contract rank in
the second and third place, respectively.
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Fig.1 Tax classification based on mechanism design
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Fig.5 Contrast on mechanism characteristics of fiscal systems in low risk development project
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Fig. 6 Contrast on mechanism characteristics of fiscal systems in medium risk development project
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