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Research on the power producer’s carbon abatement investment in view of
multiple uncertainties

WANG Sueng' YANG Shanin® PENG Zhang-in’
1. School of Management Anhui Jianzhu University Hefei 230601 China;
2. School of Management Hefei University of Technology Hefei 230009 China

Abstract: After taking into account such uncertain factors as technological advance electricity price fuel
price carbon price investment subsidy policies and emission reduction rate we have constructed a real-op—
tion model for power producers’ carbon abatement. Based on this model conditions of thresholds timing and
subsidy rules for abatement investment are presented. The results indicate that: (1) the risk of carbon price
fluctuation inhibits investment in mitigation projects; (2) technological progress and investment subsidies will
encourage investment in abatement projects but current carbon price and technologies cannot support grand—
scaled CCS investment; and ( 3) collaborative abatement projects may improve emission reduction rate and
thus stimulate power producers’ investments.

Key words: multiple uncertainties; carbon abatement; investment; real options; power producer



