Taylor & Francis
e Online & !

Home P All Journals » Economics, Finance & Business P Construction Management and Economics
» List of Issues P Volume 28, Issue 10 P Collar options to manage revenue risks i ....

Construction Management and Economics >
Volume 28, 2010 - Issue 10

1,066 82 0
Views  CrossRef citations to date Altmetric
PAPERS

Collar options to manage revenue risks in
real toll public-private partnership
transportation projects

Liang Shan, Michael J. Garvin & & Raman Kumar
Pages 1057-1069 | Received 07 Sep 2009, Accepted 04 Jul 2010, Published online: 20 Oct 2010

66 Cite this article https://doi.org/10.1080/01446193.2010.506645

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article [ia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

The revenue risk is of great importance to ensure the success of a real toll public-
private partnership (PPP) transportation project. Past research has proposed a revenue
guarantee put option as an alternative way to quantify and potentially manage this risk.
A practical, or commercial, limitation of this type of option is its requirement for an
upfront premium payment, and a concessionaire is likely to shy away from additional
monetary requirements. A collar option, which is a combination of a put and call option,
not only overcomes this barrier but it also provides other benefits. Modifications to the
basic collar’s structure can redistribute downside losses and upside profits to fulfil
stakeholders’ needs and thus improve the effectiveness of risk management. The
terms, applicability and limitations of a collar option are discussed, and a numerical

example is developed to illustrate how to determine the strike prices of a collar option.
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