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A Study on Behavior of Concession-Contract Negotiation on Build-Operate-Transfer
Infrastructure
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Abstract

Infrastructure investment is an important vehi
-cle to enhance economic development and impr
-ove quality of life.The government has,however,
encountered substantial budgetary constraints in
improvins the Nation's Infrastructure.To tackle
the budgetary constraints, The government has
promoted Privatization Participation in Infrastru
-cture through the Build-Operate-Transfer(BOT)
model. The BOT model has been recogined as an
important means to attract private investment,bu
the negotiation of BOT contracts has been anim
-portant practical issue and,very offen,a major
obstacle to the success of BOT projects.

This research is a preliminary effort to better
understand BOT concession negotiation. BOT
concession negotiation usualy involves substant
-ia uncertainty informational asymmetry and
time pressure which may be explicitly modeled
as part of the change negotiation power.

The Rubinstein bargain model is used in this
research as the modeling tool. Time pressure
caused by policy political pressure is modeled
explicitly in the Rubinstein model.The result is
consistent to that predicted by origina
Rubinstein model ,that is,governments with great
policy/political pressure tend to prove to the
exploitation by the private investorsin BOT
concession negotiation process.

K eywor d:Privatization Participation inInfrastru
-cture,Concessi on-Contract, Negotiation, Game-
Theory.
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