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RISK TRANSFER BY INSURRANCE AND OPTIMIZATION OF LCC

Masaru HOSHIYA

Optimization of life cycle cost( LCC ) of business buildings and public work structures is discussed from a point of

view of cost effectiveness. Here, risk /loss due to natural hazards such as earthquake or strong wind turbulence are

included in the LCC. Special attention is paid to a measure of risk aversion by insurance during construction and for

life span use.First, the role of insurance in risk management is discussed and a condition required for admissible

premium for building owners is derived in terms of expected loss of insurant and premium which is the part of

expected loss transferred to insurance company, plus loading which is the commission of the company. Second, a

methodology is proposed to determine an optimal premium such that the expected annual loss of insurant becomes

minimum. Third, optimization of life cycle cost is discussed taking into account the insurance cost. Finally, future

issues and perspectives are stated.



