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Research on CCS Investment Decision of Coal—fired

Power Plant Based on Fuzzy Real Option

Wang Xiping Zhao Qi

Tan Xichong Li Yanmei

Zhang Ningning

( Department of Economic Management, North China Electric Power University, Baoding 071003, China)

(Abstract) In order to break through the shortcomings of non—random uncertainty in CCS investment decision—making, the

triangular fuzzy number and binary tree option model are combined to construct a fuzzy real option model framework for CCS invest-

ment decision, and the model and judgment are judged through empirical analysis. The rules are verified for reliability. The re-

search shows that; (1) the value of CCS investment under the fuzzy real option framework is affected by left—form a, right—form

and confidence level y; (2) when 0<<y=<0.68, investment decision needs to consider investors personal subjective factors. This

approach is more adaptable to a flexible investment environment, especially for policy—dependent business activities like CCS in-

vestment. For uncertainties that cannot be characterized by randomness, investors can make reasonable estimates of the future based

on risk appetite, management experience and internal and external news, thus improving the accuracy and effectiveness of invest-

ment decisions.

(Key words) fuzzy real options; coal—fired power plant; CCS; binary tree pricing model; return on investment; flexible

management
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