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FRONTIERS OF ECONOMIC VALUATION OF FLOOD MITIGATION :
BEYOND EXPECTED LOSSES PARADIGMS

INHRER ] RAATEA?
Kiyoshi KOBAYASHI and Muneta YOKOMATSU

TERE T FHAPER KRERTERARDARTEEK (T 606-8501 AU E K& HAM)
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The calculation of expected-losses-reduction, adopted in practices of cost-benefit analysis of flood mitiga-
tion investment, fails to capture the catastrophic features of flood disaster, most typically characterized by
large magnitudes of collective damage. The risk management methods to cope with flood disaster can be
classified into two categories: risk control through mitigation of flood disaster and risk financing to allocate
catastrophe risks through market transactions. The paper claims that the cost-benefit evaluation of mit-
igation investment should reflect social applicability of risk financing technology to take into account the
catastrophic aspects of flood disaster. The paper presents an extended framework of economic valuation
of catastrophe risk mitigation and summarizes remaining issues to be concurred in future research.
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