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This lecture discusses how markets, governments, and
communities function as core mechanisms for resource
allocation in disaster resilience. While market mechanisms are
powerful, market failures (e.g., asymmetric information) and
government failures (e.g., poor governance) often limit their
effectiveness. Disaster insurance markets often fail due to
adverse selection and moral hazard, underscoring the need for
public-private partnerships. Communities play a crucial
complementary role by fostering social capital such as trust,
mutual aid, and informal insurance, which support both
markets and public goods provision. The lecture illustrates
informal insurance against disaster risks, using evidence from
field studies and experiments in Japan and the Philippines.
Empirical findings, particularly from post-disaster surveys in
Iwanuma City and Futaba Town, highlight how social capital
mitigates mental health impacts and supports recovery
differently. Innovative community infrastructure, such as
“Ibasho” in Japan, Nepal, and the Philippines, demonstrates
how physical and institutional investments can enhance post-
disaster resilience. Ultimately, the lecture emphasizes that
strengthening the “trinity” of market, state, and community
mechanisms, especially through social capital, is vital for
disaster risk reduction and long-term recovery.
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