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Research on the optimal planning of investment in construction industry and
infrastructures under disaster risk
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_ A _dynamic macroeconomic model was formulated that explicitly considers the
role of the construction industry and disaster risk. Analysis using the model yielded the following

insights. When households® risk aversion is sufficiently high, the existence of disaster risk
increases the optimal size of the construction industry. Given the high risk premium for disaster
insurance observed in reality, this result will apply to Japan. If the optimal size of the
construction industry expands as disaster risk increases, the optimal level of infrastructure

investment also increases. Furthermore, the rate of increase in the optimal size of the construction
industry is higher in rural areas than in metropolitan areas.
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