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ABSTRACTS

A Study on the Estimation of Government Subsidies in Private Provided
Infrastructure Using Quantitative Risk Allocation Model

Sung-Joon Baek Associate Research Fellow, Construction & Economy Research Institute of Korea

¥ Key words: Government Subsidies, MRG (Minimum Revenue Guarantes), PPI (Private Provided
Infrastructure), Probabilistic Risk Analysis, Quantitative Risk Allocation Model

This research has examined the allocation of risk in Korea's PPI(Private Provided
Infrastructure) with the following contents:

(1) Developing an quantitative risk allocation model for Korea's PPI.

(2) Estimating Government Subsidies using the developed empirical model.

The model of this research adopts and extends H. Yamaguchi's model (2002). (1) To
investigate Korea's actual risk allocation deals, I incorporated the MRG (Minimum Revenue
Guarantee) framework. The payment related to the MRG is indeterminable. Hence, I
calculated the average MRG rate using probabilistic risk analysis. (2) To analyze and
understand risk allocation in specific project types, a discount rate is incorporated into the
previous model. Incorporating the discount rate, the model is made into 2-period model
which makes it possible to take into account the SPC's (Special Purpose Company) interest.
The discount rate is calculated using probabilistic risk analysis. To validate the model the
developed risk allocation model is applied to the hypothetical project.




