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Abstract

Over the past two decades, many developing countries have grown to become more

familiar with the notions and the use of public–private partnership/private financing

initiative (PPP/PFI) schemes in building large‐scale infrastructure assets. However,

owing to higher levels of complexity and longer contractual durations, PPP/PFI projects

are often embedded with higher risks. On the one hand, any private sector

concessionaire would strive to secure some forms of subsidies or guarantees from the

host government to alleviate its risk concerns. On the other hand, the host government

would also attempt to counterbalance the grant of these incentives by introducing

additional ‘repayment’ obligations, such as placement of a cap on the tariff or toll rates.

Modelled as real options, support and repayment features found in the case of a

wastewater treatment plant in Southern China are evaluated using a combination of

Monte Carlo simulation and spreadsheet‐based cash flow models. The objective is to

illustrate how a negotiation band incorporating these option values can be constructed,

which would enlarge the feasible bargaining range for both parties. The risk

implications of two disparate bidding scenarios found in the case will also be discussed.



 

We Care About Your Privacy

We and our 907 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting "I Accept" enables tracking technologies to

support the purposes shown under "we and our partners

process data to provide," whereas selecting "Reject All" or

withdrawing your consent will disable them. If trackers are

disabled, some content and ads you see may not be as

relevant to you. You can resurface this menu to change your

choices or withdraw consent at any time by clicking the

["privacy preferences"] link on the bottom of the webpage

[or the floating icon on the bottom-left of the webpage, if

applicable]. Your choices will have effect within our Website.

For more details, refer to our Privacy Policy. Here

We and our partners process data to provide:

U i l ti d t A ti l d i

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/rcme20
https://www.tandfonline.com/loi/rcme20
https://www.tandfonline.com/toc/rcme20/27/4
https://www.tandfonline.com/toc/rcme20/27/4
https://www.tandfonline.com/journals/rcme20
https://www.tandfonline.com/author/Liu%2C+Jicai
https://www.tandfonline.com/author/Cheah%2C+Charles+Y+J
https://doi.org/10.1080/01446190902807071
https://www.tandfonline.com/action/clickThrough?id=5926&url=%2Fr%2Fsubjectsample-builtenvironment&loc=%2Fdoi%2Fabs%2F10.1080%2F01446190902807071&pubId=41199344&placeholderId=1074&productId=1798
https://www.tandfonline.com/doi/full/10.1080/01446190902807071?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/01446190902807071?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/01446190902807071?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/01446190902807071?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/01446190902807071?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/01446190902807071?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/01446190902807071
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

PFI/PPP, private sector perspectives of UK transport and healthcare

Source: Built Environment Project and Asset Management

Public private partnerships/private finance initiatives for financing infrastructure in

public tertiary institutions in Nigeria

Source: Built Environment Project and Asset Management

A model framework of output specifications for hospital PPP/PFI projects

Source: Facilities

Sources of Financing for Public Private Partnership Projects: Lesson Learnt from

Malaysia

Source: Indian Journal of Science and Technology

Valuing governmental support in infrastructure projects as real options using Monte

Carlo simulation

Source: Construction Management and Economics

Accumulation of Knowledge by Strategic Public Procurement through Public-Private

Partnerships for Service Innovation in Japan

Source: STIPM (STI Policy and Management) Journal

Risk Transferin Public Private Partnership/Private Finance Initiative Procurement

Documents:The Differencebetween The United Kingdom and Malaysia

Source: Journal of Emerging Economies and Islamic Research

A real options approach to valuing strategic flexibility in uncertain construction

projects

Source: Construction Management and Economics

Keywords:

Concession negotiation real option public‐private partnerships private finance initiative

Acknowledgements

The authors thank SRFDP (Specialized Research Fund for the Doctoral Programme of

Higher Education from the Chinese Education Ministry) for the financial support and the

anonymous reviewers for their comments.

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Fbepam-02-2012-0005&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Fbepam-04-2013-0010&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Ff-02-2012-0014&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.17485%252Fijst%252F2018%252Fv11i20%252F123350&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F01446190500435572&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.14203%252Fstipm.2019.174&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.24191%252Fjeeir.v4i4.9101&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F01446190210125572&type=Scholix
https://www.tandfonline.com/keyword/Concession
https://www.tandfonline.com/keyword/negotiation
https://www.tandfonline.com/keyword/real+option
https://www.tandfonline.com/keyword/public%E2%80%90private+partnerships
https://www.tandfonline.com/keyword/private+finance+initiative


An option pricing-based model for evaluating the financial viability of privatized

infrastructure projects

Source: Construction Management and Economics

The Pricing of Options and Corporate Liabilities

Source: Unknown Repository

Managing Guarantee Programs in Support of Infrastructure Investment

Source: Unknown Repository

Risk allocation, transfer and management in public–private partnership and private

finance initiatives: a systematic literature review

Source: International Journal of Public Sector Management

Finance Theory and Financial Strategy

Source: INFORMS Journal on Applied Analytics

Government support and risk-return trade-off in China's BOT power projects

Source: Engineering Construction & Architectural Management

Valuation techniques for infrastructure investment decisions

Source: Construction Management and Economics

Dynamics of Organisational Capability of Japanese Construction Firm towards Open

and Service Innovation through PPP/PFI arrangement

Source: STIPM (STI Policy and Management) Journal

Copeland, Tom/Antikarov, Vladimir, Real Options. A Practitioner’s Guide, Texere LLC,

New York 2001, $ 59,95

Source: Schmalenbach Business Review

Profitability Evaluation of Intelligent Transport System Investments

Source: Journal of Transportation Engineering

Principles of Public and Private Infrastructure Delivery

Source: Unknown Repository

Valuing guarantees in a BOT infrastructure project

Source: Engineering Construction & Architectural Management

Theory of Rational Option Pricing

Source: The Bell Journal of Economics and Management Science

 

Linking provided by  

Related research 

Recommended articles Cited by 

57

 Share

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F01446190110110533&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1142%252F9789814759588_0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1596%252F1813-9450-1812&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252Fijpsm-06-2020-0161&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Finte.14.1.126&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1046%252Fj.1365-232x.2000.00175.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F01446190310001649010&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.14203%252Fstipm.2020.180&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fbf03396652&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1061%252F%2528asce%25290733-947x%25282002%2529128%253A3%2528276%2529&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252F978-1-4757-6278-5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1108%252F09699980410571543&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3003143&type=Scholix
https://scholexplorer.openaire.eu/
https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

