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Abstract

The success of financing is one of the key of Infrastructure
Investment projects. However, under non-recourse or limited recourse
project financing arrangements, concessionaires may gain unlimited
payoff with limited loss. Besides, with the asymmetric information
between banks and concessionaire; bank-cannot observe or control the
risks which concessionaire takes, bank will afford more risks than expect.
This is the moral.hazard problem, and this problem will. become worse
when land-grant-related investments are added. With the doubt of moral
hazard, banks always seek more arrangements to secure its right or stop
loaning to the project, and the project will-be terminated.

In this study, game theory is used to-analyze this problem. The study
finds that bank can lower the amount of loan orraise the limited recourse
level to control moral hazard, and there is-an optimal credit line which
maximizes banks’ profits and lowers the risk of the Infrastructure
Investment project.

Moreover, the study keeps expending the model to analyze how
government policies influence Infrastructure investment projects and
shows the result. This study also uses those finding to trace the Taiwan’s
north-south high-speed rail project. The resulting models would enable a
better understanding of many financing arrangements and policies, and
insure how the tools could be used in a more effective manner.

Keyword : privatized infrastructure, project finance, game theory, moral hazard,
land grants
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