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A BUSINESS EVALUATION

OF THE NAGARA RIVER MOUTH WEIR:
EXAMINING A RIVER DEVELOPMENT PROJECT

ZAIMA Masasi

ZAIMA LAWYER OFFICE
3-7-17 Marunouchi, Naka-ku, Nagoya, 460, JAPAN

A development project may not be financially reasonable until the benefit from
it exceeds the actual cost and its accompanying loss. Assessing this requires a business
evaluation, including a Cost-Benefit Analysis. For assessing the cost of a multiple-
purpose river development project, I apply the method of the dummy, appropriate
disbursement for a separate cost. This method is a kind of Cost-Benefit Analysis.

The Nagara River Mouth Weir is one of the designated facilities for water
resources development. The flood control services in the facility include 1) flood
discharge control, 2) protection from storm surge, and 3) maintenance and improvement
of the normal function of the stream. Neither the function nor the purpose of an increase
in river channel capacity to absorb flood water is included in the facility. This weir
opens its gate when a flood rises so that it has no function for flood discharge control,
only one to prevent salt water intrusion. Given this, its flood control services/purposes
are limited to the maintenance and improvement of the normal function of the stream.
The flood control services determine the benefit from damage reduction as well as the
capitalization rate. Both of these should be used to calculate the appropriate investment
amount following the method of the dummy, appropriate disbursement for a separate
cost. In the case of the Nagara River Mouth Weir, the benefit from the salt damage
reduction and the capitalization rate should be used.

The Ministry of Construction explains that the benefit from the flood damage
reduction by the dredge is part of the benefit from the river mouth weir, insisting on
the unification theory of the dredge and the weir. However, this idea violates the law
and the cabinet order of the Water Resource Development Public Corporation. If the
unification theory of the dredge and the weir is applied, the functions /purposes of the
Nagara River Mouth Weir are still limited to the prevention of the salt water intrusion
and that of the salt damage.
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In the business operation plan of the Nagara River Mouth Weir, the Public
Corporation has calculated the defrayal amount for the flood control services only
with the dummy construction cost, without any calculation oft he appropriate investment
amount. Therefore, the defrayal amount for the flood control services (8.789 billion
yen) is excessive, compared with the appropriate investment amount for the prevention
of the salt water intrusion, and it is also unreasonable in terms of the cost benefit. This
plan 1s not based on the method of the dummy, appropriate disbursement for a separate
cost, and violates the law and cabinet order of the Public Corporation. As mentioned
above in examining the actuality of the defrayal decision, the facts of the Japanese
administration come to light, in which the regulations of the law and cabinet order are

not observed, and thus the business evaluation is stultified.

Key words and phrases: business evaluation, the river development project,

Nagara River Mouth Weir
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