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A DYNAMIC MACROECONOMIC ANALYSIS OF THE LEVEL OF PUBLIC
INVESTMENT AND DISASTER PREVENTION INVESTMENT

Takuhiro SAKAGUCHI, Atsushi KOIKE and Shunsuke SEGI

This paper describes the risk of declining the ratio of public investment to GDP, considering the need of

investment in disaster risk reduction in Japan.

Public investment in Japan was often criticized for failing to stimulate economic growth during the eco-
nomic recession that followed the bubble economy. Since 1996 the ratio of public investment to GDP has
been steadily declining. This paper uses a dynamic stochastic macroeconomic model to investigate the

appropriate response to a natural disaster.

As a result of analysis, this model shows that when the rate of public investment is low, utility loss can
be made by using too much capital in disaster prevention.



