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The risks in a project 

Our WG work and who in the world does what 
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Starting challenge: 
Risk pricing failures in ST+LT contracts 

Improves 

traditional 

procurement, 

PPP, and RAB 

by reducing the 

cost/principal. 

How to fix the 
world for 
investors 

How to fix 
the world for 

suppliers 



When is the price of risk “efficient” 

3 

Return/Risk 

t 

High returns 

Uncertainty Risk 

EMH assumes that uncertainty will eventually dissolve in objective 
probabilities 

High losses 



The symptoms of risk pricing inefficiency 

Poor 

information 

about risk 

Risk 

aversion + = 
Systematic 

errors in bets 

Technical 

Macroeconomic 

Political/Regulatory 

Behavioural 

economics 

& large 

variability 

Abnormal returns 

Excessive c. risk 

contingencies 

Pessimistic 

traffic forecasts 

…  



High-powered incentives and risk? 

What if we place a very strict requirement (e.g. 100 % 

insurance) on an agent (contractor) with limited risk info? 
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Impact 

Pr(x) 

Median (full 

diversification) 

EUR 100 m EUR 70 m EUR 190 m 

Winning bid for a 

fixed price contract? 



LT contracts – which model where 
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Year 20 

End of 

contract 

Competition 

for the 

contract 

Market type A 

Roads, hospitals, 

railways, schools… 

Market type B 

Sea ports, airports, 

… 



Outputs (latest status) 
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16 

 

SE, UK, DK, DE, ES, GR, US, 
CL, AU (SI, RO) 

SNCF Reseau (FR)  

+  

Traffikverket (SE) 

Oresundsbron, Infrastructure 
Australia, Infrastructure & 

Projects Authority/HMT, UCL, 
Frontier Economics, ITS 

Leeds, S&P, DfT… 

ITF 

+  

20 experts 

Reports Expertise from Countries 

Organizations VC’s 



Thank you! 


