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Evaluating Environmental Risk in Drinking Water
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ABSTRACT: In urban area, people face various kinds of environmental risk as a result of such activity
as consumption, production, and their interaction. The characteristics of environmental risk are
uncertainty about the environmental damage, the probability it occurs, its severity, and non-reversal
effect it causes. To deal with environmental risk properly, especially in efficient public investment, it is
necessary to know the economic value of the risk. In this paper, we propose a model for evaluating
environmental changes in risk and apply it to the risk of health in the case of drinking water. The model
based on the revealed preference theory shows that individual make choices in which an environmental
risk is one argument in their preference function and derives measures of willingness to pay for change
in risk through the choice data. First, we conducted a questionnaire to get preliminary knowledge about
the attitude toward risk people take when they drink water or substitutions. Next, the data of private
expenditure and public investment to prevent the additional risk of health was put into the model; we

can get a sum of the marginal willingness to pay for reducing the health risk of drinking water.
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