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Development of Evaluating Models for Environmental Policies by using Real
Options Approach under Ambiguity and Their Applications

Tsujimura, Motoh

3,200,000

This research Eroject investigates pollution reduction policies and firm*s
capital investment strategies under ambiguity. These researches show that the optimal pollution
reduction policy which maximizes social welfare and the optimal capital investment strategy which
maximizes the profit. In environmental policy, the ambiguity reduces consumption and encourages
investment in production and pollutant reduction capitals. Overall, the ambiguity reduces social
welfare. In firm"s capital investment, this research project considers the quadratic adjustment cost
and the case in which the capital is expanded and/or reduced as needed. The research finds the
higher degree of ambiguity-aversion postpones the capital investment.
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