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Evaluation of a Phased Plan of Infrastructure Improvement: A Real Options Approach
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Synopsis

Infrastructure improvement is a long-term, large-scale project. It is important to take account of
uncertainty during the long construction period.

This paper proposes a practical method to take account of uncertainty in a long construction period.
Specifically, we show the method to estimate the value of phasing a construction plan so that the
project can be stopped in the middle of the construction period. We also propose the rational criteria
for the allowable cost increase in return for the phasing
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