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Abstract : In the past, there was few studies to explore the royalty negotiation about BOT (Build,

operate, and transfer) projects although the royalty negotiation is one of critical items of many
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negotiation items of concession contract. The purpose of this study is to develop the royalty
negotiation model of BOT projects for government and private sector using the Bi-level
programming approach. This study not only develops royalty negotiation model for BOT projects,
but also discusses behaviors of government and private sectors in concession negotiation phase. In
addition, this paper conducted a case study with the Taipei Port Container Logistic BOT Project
through the LINGO package and MATLAB programming herein develops the heuristic algorithm in
which the factors of concession rate and number of negotiation are incorporated into this model for
the bi-level programming model. Result of this study shows that two parties finish the concession
negotiation at the 6™ negotiation and the profit index of concessionaire is 1.0621; the government
finance recovery rate is 11.689; as well as government can get 40.9 million dollars of the royalty fee
from concessionaire. It shows that the royalty negotiation model herein developed could be applied

to explain the negotiation behavior.
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