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EXEE

The Theoretical Analysis of Economic Welfare and
Value of Environment

Shoto Fujieda

(Summary)

In the contemporary business world, appropriate policy in regard to
the externality of market is an emerging subject of discussion. Research
suggests that the symbiosis or coexistence between business activities
and the natural environment is the most important theme for sustainable
growth of the business society. This paper expands upon the social
indifference curve of utilities that is composed of individuals of the
society, indicating that Compensating Variation(CV) and Equivalent
Variation(EV) are the most usable analytical instruments for such a
study. For the valuation of the natural environment, it is a pre-requisite
that 1) for attaining a high level of the social indifference curve from its
low level, total CV(>0) and total EV(>0) have to be identified, 2) the
appropriate re-allocation of economic resources and its suitable
materialization should be clarified. This study demonstrates that when
enhancing social welfare derived from the natural environment, in terms
of social cost-benefit analysis, both efficient criterion and equity criterion
have to be satisfied.





