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Exit decision for R& D project with uncertainty
Xue Minggao Li Chulin

Abstract: An optimal exit model has been developed for the control of an investment project that takes an
uncertain length of time to develop and can still provide a partial payoff even if it is terminated without
attaining its original performance objective. T he rejection rule and threshold rule are derived when the
discount rate is allowed to be positive. The results obtained show that the optimal investment decision is
highly sensitive to the investment rate, the discount rate, the project’ s maximum possible value and the
speed of buildup.
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