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Fig.1 Dynamic gaming model between
an enterprise and the government
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Analysis of over-investment in generation capacity based on game theory
WANG Yong-jun'?, WEN Fu-shuan®,SUN Dong-chuan*
(1. Management School,South China University of Technology,Guangzhou 510640, China;

2. South China Bureau of State Electricity Regulatory Commission of China,Guangzhou 510180,
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Abstract: For some investment risks have been neglected,the investment in power industry of China

becomes overheated at present. Based on the game theory,this problem has been discussed in this

paper. From market pricing and government pricing,the economic benefits of different investments

are analyzed to get the best investment scale. Furthermore,the static and dynamic game models are

given for government timely approve and delayed approve. After analyzing this model,the game
result of incomplete information is that,the probability of closing illegal units is rather small for the

government and the illegal construction will be usually chosen for generation companies. Finally,

promoting the power market and enhancing the approval efficiency are suggested to restrain the over

-investment and keep sustainable development of power industry.
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