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Abstract

This paper focuses on how to evaluate the optimal decision of environmental
pollution policy under technological innovation uncertainty and irreversibility over
protection costs of project. Different from traditional cost-benefit analysis, this paper
uses option value and extends a continuous-time model in Pindyck (2002).This paper
tries to find the thresholdq and optimal timing of environmental pollution decision
analysis. This discussion also provides simulation analysis and numerical example to
illustrate the optimal pollutions policy.
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