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An Application of Real Options to The Phased Construction Plan of Infrastructure Investment

By Hironao TAKAHASHI, Jiro YOSHIDA and Koshi YAMAMOTO

Real options, a development of financial economics, is a workhorse for dealing with uncertainty. This method, however, has

seldom been applied to public infrastructure investment. We present a method of real options analysis that is easily used in

the on-site planning process for large scale projects. We also present the rational criteria for determining the maximum amount

of cost increase due to conducting the construction process in phases, and the maximum amount of anticipatory

investment.

Key Words ; Infrastructure investment, phased construction plan, real options
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