Model s for Indirect Benefit Estimation: Basic Theory
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( ENVI RONVENTAL QUALI TY AS A FACTOR | NPUT)

X:X(k,W,...,Q) C:C(pN’pk’X’q)

1)
(2)
Figure 4-1
@ @ () N 4)
(1)+(2)
A)+@)-(DH+R)=4-(D)
=(2)+4)
(1)
damage function
(2)
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(AN I NDI VI DUAL' S DEMAND FOR ENVI RONEMNTAL QUALI TY)

Max u=u(X, q) s.té p - X =M

X =x(P,M,q)

Mind p - x, =M st u(X,q) =u’

e(P,q,u’) =M D
1¢/Ta=h (P,q,u’) (L1)
(MWTP)
w, = - Te(P, q,u’)/1q &)
MWTP
u=v(M,P,q)
v v
du=—dM +—dqgq=0 2.1)-(2.3
u ™ 19 q (2.1)-(2.3)
dM _ vTq
dg  Tv/IM



W= - Q“feq(P, qu)dg
=e(P,.q¢u)- «P,qdu)
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(THE STRUCTURE OF PREFERENCES AND MEASURES OF VALUE)
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u=u(X,Y,Z)

(weakly separabl e)

u=vu"(X),u*(Y),u’(2)] (3.2)

(strongly separabl e)

u=vu'(X) +u’(Y)+u*(2)] (3.3)
O00000000000(The Househol d Producti on Franmewor k)

u=u(Z) (4)
7 =7(X,Q) )

Max (4) s.t. (5) &

X =X(P,Q, M) (5.1)



00000 (Perfect Conpl enents)

z =min(x /a,q) (5.2)
* MWTP
Maler(1974)

0000 (wak Conpl ement s)

(@8} 1 (non-essential goods)
$p, suchthat h(p ,q,u’)=0  (6.1)
) MWTP

Te(p, ,q,u’)/ Tg=0 (6.3)

00000 (WELFARE MEASURE)
Figure4-2
STEP1 ' *
STEP2

STEP3

CS,= W, =e(p,qu’)- e(p; ,q8u’) )

CV,,=e(p;,q¢u’) - e(p,q¢u’)  (STEPL1ABC)
CV,.=e(p, ,q6u’)- e(p,q%u’)  (STEP3 ADE)



e(p, ,q¢u’) - &p,, qeu°) - &p,’, qiu°) +e(p,, qeu’)

W, =e(p,qeu’) - e(p, qgu’) (8.1)
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h=h(p, p.q O) 62)
h,=h(p,, p,q,u")
CS=e(p, p,a¢u’) - (p.,p,q%u°) 9)
2 1 1 2

CS= &' hu(P PEARLIR - ¢, NPy, PO’ X,

+Qp (P R aGU MR, - ) hu(R, P q08U)

CS=e(p,, psacu’) - (pepgqeu’)
- e(p,, pg.agu’) + (pgpgagu’)
+e(p,,p, ,.q&u’)- (p;, péadu°)
- &(p,,p, ,q¢u’) +(p,’, psi agu’)

)

(8)

(10)

(10.1)
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(VELFARE MEASURES W TH ORDI NARY DEMAND FUNCTI ON)

(Figure4-3)
at+b+c- (b+d)

OO0O00D0O0O000D (WAK COVWLEMENTARI TY AND HOUSEHOLD PRODUCTI ON)

Maxu(Z,q) st.Z=2Z(X,q) (10.3)

e(P,q,u) = min{P - X U’ =yZ(X,a),ql} (104)

e(p, ,q®u’) - e ptadu’)- e(p, ,q¢u’) + & psadu’) (10.5)

(A)

x,=0P 9z,/19=0
(5

z=0pP fu/fg=0



