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Consideration of Precautionary Principle Based on Optimal Stopping Theory

EH  FEE(Yasunori Fujita)
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Abstract

Based on the optimal stopping theory, this study constructs a model where product
prices and environment standards in disaster-stricken areas fluctuate stochastically,
analyzing the effects in disaster-stricken areas exerted by precautionary principles such
as “in case of risk of serious damage, precautionary measures must be taken.”

The analysis in this study concludes that precautions in the sense of “enhancement of
temporary housing” are not effective, whereas precautions such as “building areas

where product prices and environment standards do not worsen” are effective.
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