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Definition of Benefit Based on Random Utility Theory

BAZRBT . KBRE™ . & e

By Hisayoshi Morisugi, Eiji Ohno, and Tomoya Mori

The usual definition of benefit such as the Equivalent Variation (EV)
or the Compensating Variation (CV) cannot be applied to the project
evaluation within the context of the random utility theory, because
the utility level of every household which has the random error is not
always the same even at the market equilibrium point. In this paper,
therefore, we discuss how to define the benefit within the context of
the random utility theory so as to be consistent with the location
analysis. Four ways to define the benefit are proposed, and discussed
on their characteristics. Finally, we show that the most suitable
definition is one by applying the concept of EV to the expected value

of maximum utility, that is, the satisfaction function.
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