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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,
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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.

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.

Related research 

Recommended articles Cited by 

57

People also read

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/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


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://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

