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ABSTRACT 

 

 

 

One of the objectives of public policy is to attempt to address the unintended 

consequences of our individual and collective activities as a society.  Various federal 

agencies are charged with regulating these “externalities” to protect citizens through the 

promulgation and enforcement of regulations. One crucial tool used to implement public 

policy is cost benefit analysis to ensure that resources are applied in the most effective 

manner. However, when implementing policies addressing areas such as occupational 

health and safety, public health, and environmental stewardship, there are inherent 

uncertainties in the calculation. Probably the most controversial of all uncertainties is 

how much value is placed on human life in assessing benefits.  Distilling the value of life 

down to any economic number has the obvious peril that it can always appear devalued.  

This thesis will explore the issues involved with placing value on human life and 

applying that to public policy.   

C. B. Macpherson assets that western liberal democracies such as the United 

States follow a theory of possessive individualism which comes from the philosophies of 
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Hobbes and Locke.  Macpherson further asserted that economic justice will suffer as a 

result.   

This thesis explores the fundamental question of why our society puts a value on 

human life in public policy, and the results that are obtained. It studies whether using cost 

benefit analysis and assigning a “value of a statistical life” as a basis for public policy is a 

manifestation of Macpherson’s possessive individualism, and if so, does this approach 

lead to the negative consequences Macpherson predicted. It examines both the theory and 

practice of assigning a value to life, and links this philosophical issue to the works of 

various scholars who express concerns about the conflicts of values and limitations of 

policy analysis, especially cost benefit analysis. It explores the role of policy analysts and 

decision makers within agencies to determine how subjectivity during the regulatory 

impact analysis factors into the process.      
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INTRODUCTION 

 

One aspect of public policy is to address the unintended consequences of our 

individual and collective activities as a society.  Federal agencies are charged with 

regulating these “externalities” to protect citizens.  Another related goal of public policy 

is to direct scarce resources in the most effective way.  Cost Benefit Analysis (CBA) is a 

systematic quantitative method of assessing the desirability of government projects or 

policies by comparing the costs of policies to their projected benefits.
1
  This approach is 

designed to objectify the process so that biases on the part of any particular analyst, 

agency, or administration, are minimized.  However, when implementing policies 

addressing areas such as occupational safety, public health, and environmental 

stewardship, there are inherent uncertainties in the calculation.  One controversial 

uncertainty is how much value is placed on human life when assessing benefits.  Many 

political theorists suggest that life simply cannot be valued economically.  In examining 

the valuation of life in public policy, it is helpful to examine two aspects of the question: 

Why do we try to treat life as an economic commodity, and does the way that we 

implement this approach provide the results we expect.   

 The work of Crawford Brough Macpherson, usually referred to as C. B. 

Macpherson, may provide an answer to the question of why our society puts economic 

value on human life.
2
  Macpherson asserts that western liberal democracies, such as the 

                                                             
1 Cost benefit analysis, sometimes referred to as cost-benefit analysis or benefit cost analysis, will 

be referred to as cost benefit analysis, or simply CBA, throughout this document. 
  
2 C. B. Macpherson was a political economy professor at the University of Toronto. Several of his 

works will be explored in this thesis. 



2 
 

United States, follow his theory of possessive individualism based on the philosophies of 

Hobbes and Locke.  Macpherson also felt that western liberal democracies would lose 

their sense of economic justice.   

 Merely examining the reason why an economic value of life is assigned in public 

policy does not fully answer the question of what results from this approach.  To answer 

that question requires examining the way that CBA is applied specifically to assigning 

value to life and determining if the way it is applied leads to the consequences that 

Macpherson predicted. 

This thesis will study whether using cost benefit analysis and assigning a “value 

of statistical life,” or VSL,
3
 as a basis for public policy is a manifestation of what 

Macpherson called possessive individualism, and if so, does it lead to the negative 

consequences Macpherson predicted.  This thesis will examine both the theory and 

practice of assigning a value to life, and link this philosophical issue to the works of 

various scholars who express concerns about applying economic tools such as cost 

benefit analysis to public policy decisions where there are conflicting values and benefits 

that are difficult to quantify but important to consider.     

 This thesis asserts that in theory, our society behaves as Macpherson 

characterized it and that western liberal democracies have evolved to the point that 

human life, like human skills, is a market commodity that is economically valued.  

However, in practice, our society has not arrived at the point that Macpherson predicted.  

When CBA is applied to the value of human life, there are subjectivities intrinsic in the 

                                                             
3 VSL is referred to as both the “Value of Statistical Life” and the “Value of a Statistical Life” in 

literature. 
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process that allows the analyst to make assumptions and decisions in the quantification of 

benefits, and therefore, protect the concept of economic justice.    

This thesis will examine why society attempts to value something as inherently 

subjective as human life.  Society relies on the scientific method to rationalize choices, 

and Macpherson’s theory is helpful in understanding the commodification of life.  

Macpherson’s work, both in Progressive Individualism and The Rise and Fall of 

Economic Justice, will be examined to determine how it leads to assigning a value to 

human skills and ultimately life.  The actual implementation of life valuation will be 

explored by evaluating the inputs into the VSL.  This study will review the works of 

various scholars who express concerns about the conflicts of values and limitations of 

policy analysis, especially cost benefit analysis and assigning economic values to such a 

delicate issue as human life.   

The way that the value of life is treated by federal agencies for regulatory 

purposes will be explored by evaluating guidance from the Office of Management and 

Budget (OMB) and agency policies.  Also, the manner in which the OMB and agencies 

arrive at the value of human life within the context of cost benefit analysis will be 

analyzed.  This process will help to assess whether the approach to public policy in this 

specific area is a manifestation of what Macpherson feared about western political 

practice emanating from the theories of Hobbes and Locke with its negative 

consequences for economic justice.  Also, this thesis will explore the role that analysts, 

decision makers, and implementers of human valuing can play in blunting Macpherson’s 
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predicted negative consequences, as well as the subjectivity in the inputs into the value of 

life.    

Certainly the issue of the economic value of human life is multi-dimensional, and 

there are several aspects to this question.  There are areas outside public policy where life 

is valued economically, for example by insurance companies and during legal arbitration 

during wrongful death suits.  In most of these areas where such a value is rendered, the 

value of life is addressing a discrete identifiable human, as opposed to the goal of public 

policy which attempts to develop some understanding for the aggregate.  This thesis only 

deals with the issues related to public policy in the aggregate.  Values decided for 

insurance are largely dictated by markets, as premiums and coverage are largely 

determined by what the insurance market will bear.  The value of life and impact of the 

loss of life in legal arbitration for deaths resulting in damage claims is often determined 

by such issues as the cause, available resources of the culpable party, and how much 

value an attorney can persuade a jury to assign based on the potential earnings, the void 

left by the deceased or ailing person, or how punitive the jury feels they must be to make 

a strong statement and prevent future recurrences.  Also, the issue of the sanctity of life, 

and the intangible aspects associated with human life, only emphasize how difficult it is 

to put an economic value on life and will not be explored in this thesis.      
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CHAPTER ONE 

HUMAN LIFE AS A COMMODITY: MACPHERSON AND THE THEORY OF 

POSSESSIVE INDIVIDUALISM 

  

To better understand how our society evolved to placing an economic value on 

human life to make public policy decisions, it is useful to explore the intellectual heritage 

of western democracies to see if it can answer the question as to why this approach is 

used.  In this section, the political theories of C. B. Macpherson will be explored to 

provide insights into this question.  

 Crawford Brough Macpherson, usually referred to as C. B. Macpherson, was a 

professor of political economy at the University of Toronto from 1935 to 1982.  He wrote 

several books and articles in which he examined the political heritage of western 

democracies to explain the political theory behind economic systems.  Much of his work 

examined the theories of seventeenth century political thinkers such as John Locke and 

Thomas Hobbes, and includes Democratic Theory (1973) and The Life and Times of 

Liberal Democracy (1977).
1
  In 1962, he wrote The Political Theory of Possessive 

Individualism: Hobbes to Locke. 
2
 In this work, considered by many to be a seminal work 

of twentieth-century political theory, Macpherson explored the foundations of our market 

system and traced it back to the philosophy of those whose opinions were the 

underpinnings of western liberal democracies.  In Possessive Individualism, Macpherson 

explores the relationship of man in society and the links between moral rights and 

                                                             
1 C. B. Macpherson, Democratic Theory: Essays in Retrieval (Oxford: Oxford University Press, 

1973); C. B. Macpherson, The Life and Times of Liberal Democracy (Oxford: Oxford University Press, 1977). 
 
2 C.  B.  Macpherson, The Political Theory of Possessive Individualism Hobbes to Locke (Oxford: 

Oxford University Press, 2011), 269. 
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obligation.  Macpherson asserts that both Hobbes and Locke start with the individual 

before moving out to society and the state.  However, Macpherson states that the 

individual that both authors start with is already in the image of the “market man.” 

Macpherson notes that this market man is the proprietor of his own person, and that he 

owes nothing to society.  This individual is free to alienate his capacity to labor from 

others, and therefore society develops into nothing more than a series of relationships 

between proprietors.  He further explains that within this context, political society 

becomes a device for the orderly regulation of these relations. 

 In reviewing Hobbes’ work Leviathan, Macpherson interprets Hobbes view of the 

value of men as his capacity to acquire power and that there is a “market in power.” 

Macpherson states that man’s power is treated as a commodity, and quotes Hobbes in 

saying that the value of a man “is not absolute, but a thing dependant on the need and 

judgment of another….And as in other things, so in men, not the seller, but the buyer 

determines the Price.  For let a man (as most men do,) rate themselves at the highest 

Value they can; yet their true value is no more than it is esteemed by others.”
3
  

 Macpherson offered seven propositions, summarized below, to characterize the 

possessive individualism society that was built on the principles of the political theories 

of the seventeenth century.   

1. What makes a man human is freedom from dependence on the wills of others. 

 

                                                             
 

3 W. G. Pogson Smith, ed., Leviathan (1929): 67, quoted in C. B. Macpherson, The Political Theory 
of Possessive Individualism Hobbes to Locke (Oxford: Oxford University Press, 2011), 37. 
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2. Freedom means freedom from any relations except those entered into voluntarily and 

for self interest. 

 

3. The individual is proprietor of his own person and capacities and owes nothing to 

society. 

 

4. The individual cannot alienate the whole of his property, but can alienate his capacity 

to labor. 

 

5. Human society consists of a series of market relations. 

 

6. Each individual’s freedom can be limited only by obligations and rules necessary to 

secure freedom for others. 

 

7. Political society protects individual property and maintains relations of exchange 

between individuals regarded as proprietors of themselves.
4
    

 

Macpherson concludes by noting that the dilemma in twentieth century liberal 

western democracies is that they continue to operate as possessive individual societies, 

but there is no underlying obligation to political society.  Macpherson responds that a 

new “equality of insecurity” may be the adhesive force that drives that obligation, and 

that perhaps the development of nuclear weapons had oddly enough led to cohesiveness 

and moral obligation
5
. 

 It is difficult to argue that western liberal democracies have not developed on the 

trajectory that Macpherson laid out in Possessive Individualism.  Against this backdrop, it 

can reasonably be asserted that the society of a possessive individual could naturally lead 

to valuing human life as a commodity.  Certainly, if the tradition of western liberal 

democracies was built upon the proposition that the value of man is a market commodity 

                                                             
4 C.  B.  Macpherson, The Political Theory of Possessive Individualism Hobbes to Locke (Oxford: 

Oxford University Press, 2011), 263-264. 
 
5 Ibid., 275. 
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and that our society exists as a series of market relations, it would not be inconsistent to 

apply this same reasoning to valuing life itself for the purposes of public policy.  The 

only adaptation is that we must view the arena of public policy as a marketplace, and the 

value of human life as merely one of the inputs to be traded.  The buyer determines the 

value of life, and in this case, the buyers are policy makers.             

 Exploring the value of life as a commodity requires an analysis of “property.” In 

Essay VI of his work Democratic Theory: Essays in Retrieval, Macpherson explored the 

concept of property.  He suggested that a genuine democratic theory depends on the 

relationship between both the theory and practice of property, which change over time to 

fit different needs and purposes.  Property, Macpherson argues, is a man-made device 

that establishes relations between people.  Once a change in the perceived need occurs, 

the theory of property changes as well to justify the new perceived need.
6
  Macpherson 

argues that the concept of modern private property comes from the seventeen century, 

and that property means private property and the right to exclude others from its use.  He 

further argues that in a fully and freely operating capitalist market economy, all labor and 

resources must be converted into private property.   

 

 

 

 

                                                             
 

6 C. B. Macpherson, Democratic Theory: Essays in Retrieval, Essay VI A Political Theory of Property 
(Oxford: Oxford University Press, 1973), 121. 
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Macpherson states: 

The modern right…may be called an absolute right in two senses: it is a right to 

dispose of, or alienate, as well as to use, and it is a right which is not conditional 

on the owner’s performance of any social function.  This of course was exactly 

the kind of property right needed to let the capitalist market economy operate.  If 

the market was to operate fully and freely, if it was to do the whole job of 

allocating labour and resources among possible uses, then all labour and resources 

had to become, or be convertible into, this kind of property…As the capitalist 

market economy found its feet and grew…it was natural that the very concept of 

property should be reduced to that of private property...
7
      

  

 It is possible to accept Macpherson’s premise in this regard without accepting his 

conclusion.  The central question in this section is how society evolved to explicitly 

quantify the value of human life in public policy.  It can be argued that the point 

Macpherson is making is that the concept of property changes to fit changing needs of 

society, and that the definition of property has to change depending on market 

requirements.  When one views the arena of public policy as a market, and using 

Macpherson’s concept that a market allocates labor and resources among possible uses, 

then one legitimate use is to treat human life as a commodity which can be valued and 

exchanged in that marketplace.  One goal in the modern marketplace of public policy is 

to address externalities of capitalism. Allocating resources in this marketplace among 

possible uses means that all commodities must be converted into a value that is traded at 

a price set by the objectives of the market.  One of these commodities is the value of 

human life.  The objective of the public policy market is not to maximize profit; rather, it 

justifies expenditures by assigning costs and benefits to humans who stand to benefit 

from the policies. 

                                                             
 
7 Ibid., 126-127. 
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 In The Rise and Fall of Economic Justice, one of Macpherson’s last works 

published in the mid 1980s, he explores the possible future of economic justice.  

Macpherson characterizes the concept of economic justice as regulating economic 

relations in light of ethical principles.
8
  Following the theme of Progressive 

Individualism, he states that in the seventeenth and eighteenth centuries, the market 

triumphed in Western societies and the concept of economic justice was considered 

incompatible with market values.  He further states that intermediate attempts to 

implement economic justice have failed because they relied on “the allocative market 

whose supremacy the concept was designed to prevent.”
9
  

Macpherson again went back to the philosophies of Hobbes and Locke, noting 

that subsequent liberal theories were based on Hobbes and that Locke was in agreement, 

specifically on the question of the value of a man.  Macpherson traced the concept of 

distributive justice to Aristotle, which he characterized as ensuring justice in the 

distribution of society’s products among the population, and concluded that this concept 

is unworkable in a full market society.  Macpherson suggests that both Hobbes and Locke 

believed that the market price was the “just price” because the only measure of a man’s 

merit is what the market will pay, and that cannot be judged by a non-market standard.
10

 

Macpherson concludes that the concept of economic justice has been largely absent in 

                                                             
 
8 C. B. Macpherson, The Rise and Fall of Economic Justice and Other Papers (Oxford: Oxford 

University Press, 1985), 2. 
 

9 Ibid., 1-2. 
 
10 Ibid., 6, 9.  
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liberal mainstream theory since the eighteenth century.  He suggests that occasionally 

attempts to inject it into the system by people like John Stuart Mill and T.  H.  Green 

failed because they continued to try to use the market to fix the problems created by the 

market.
11

   

Macpherson, admitting that principles of economic justice were at work, argues 

that the state has been compelled to intervene in the system partly to save the market 

from itself.  He notes that the state shares in the distributive function and must claim that 

its economic policies are based on the public interest.
12

  Macpherson concludes that 

economic justice is unlikely to last in Western liberal democracies.  He predicts that the 

revival of economic justice he experienced in the mid 1980s would not last in advanced 

capitalistic countries because it would be brought down by one of two possible scenarios.  

Either corporate capital that does not promote legislation to protect the “weaker 

bargainer” will replace the democratic state, or the democratic state will flourish and, out 

of concern for improving the quality of life, the public sector will offer benefits which 

will crowd out private contracts.
13

                  

 Macpherson’s theories assist in understanding the first question of this thesis: 

Why does our society place value on human life? Following Macpherson’s reasoning, the 

United States is a liberal western democracy that has its foundations set in the political 

theories of Hobbes and Locke.  As such, it follows that society consists of market 

                                                             
11 Ibid., 11, 12. 
 
12 Ibid., 15. 
 
13 Ibid., 19. 
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relations, and that an individual’s capacity for labor is a market commodity that is the 

property of the individual.  Within this framework, a logical outcome is for the value of 

life itself to become a marketable commodity, especially in the arena of the state’s tool 

for market intervention, public policy.   

Regarding the premise that economic justice is endangered, some political 

theorists agree with Macpherson.  When analyzing welfare reform in the late 1990s, Gary 

Bryner opined that, “The Liberalism that aimed at regulating the excesses of the market 

and evening out the peaks and troughs of economic cycles seems to be floundering.  

Support for government regulation and services has eroded.”
14

 He goes on to note that 

while liberalism’s political equality plank is popular, “…the social and economic justice 

plans are much less secure.” However, not everyone shares Macpherson’s interpretations 

of the work of Hobbes and Locke.  For example, Macpherson believed Willmore Kendall 

had a different interpretation of Locke’s theories and responded to him.  Macpherson 

suggested that Kendall’s work attempted to prove that Locke did not espouse individual 

rights at all, but places sovereignty on the civil society, or the majority.  Macpherson 

further opines that Kendall’s work ignores all the evidence that Locke was not a democrat 

and instead characterizes Locke as a collectivist rather than an individualist.
15

 

Macpherson rejected Kendall’s reading of Locke, which if accepted, would endanger the 

propositions of the possessive individual society proposed by Macpherson.   

                                                             
14 Gary Bryner, Politics and Public Morality: The Great American Welfare Reform Debate (New 

York: W. W. Norton & Company, 1998), 40. 
 

15 C.  B.  Macpherson, “The Social Bearing of Locke’s Political Theory,” in Lock and Berkeley, A 
Collection of Critical Essays, C. B. Martin and D. M. Armstrong, eds.  (New York: Anchor Books, 1968), 201. 
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 Alan Ryan also took issue with Macpherson’s treatment of Locke.  Ryan 

characterized Macpherson’s view of Locke’s theory as one providing a moral basis for 

unrestrained capitalism that was ruthless and brutal to the labor class
16

.  Ryan suggests 

that Locke can be interpreted as believing that rationality sets limits on accumulation, and 

further that Macpherson misread Locke when he opined that Locke was interested in only 

protecting the rights of the property owning class.  As Ryan puts it, “It is stated explicitly 

by Locke that very nearly all men are rational enough to know what the Law of Nature 

requires of them…”
17

 Ryan acknowledges that there is confusion in Locke, but accuses 

Macpherson of attributing a doctrine of capitalistic accumulation to Locke that is not 

supported by an unbiased reading of Locke’s text.  Ryan instead suggests that the 

demands of Reason under Locke’s doctrine obligates men to work for the betterment of 

society, and notes that Locke on occasion identifies the desire to have more than is 

necessary as simple greed, and that it is not rational.
18

  Rather than accepting that Locke 

advocated political oppression in addition to wealth inequality, Ryan suggests that an 

appropriate interpretation of Locke would show that both the laborer and the capitalist 

have a shared interest and obligation to society, and a desire for a government to provide 

peace and security.  Ryan also opines that both laborer and capitalist (or proletarian and 

                                                             
 
16 Alan Ryan, “Locke and the Dictatorship of the Bourgeoisie,” in Locke and Berkeley, A Collection 

of Critical Essays, C. B. Martin and D. M. Armstrong, eds.  (New York: Anchor Books, 1968), 232-233. 
 

17 Ibid., 240. 
 

18 Ibid., 241-43. 
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bourgeois) have an interest is avoiding an absolute and arbitrary ruler, and that the role of 

the government should be limited for the good of society.
19

 

 Macpherson, responding to the earlier work of such scholars as Robertson, Laird, 

and Strauss, argued that they did not accurately interpret Hobbes writings, particularly in 

the area of Hobbes’ view of materialism.  Macpherson argued that Hobbes arrived at his 

political philosophy because of his view of materialism and science.  Macpherson singled 

out Strauss to criticize on two fronts.  He criticized Strauss for assuming that Hobbes’ 

philosophy was based on observation and moral attitudes, rather than materialism.
20

  

Also, Macpherson believed that science and mathematics were significant underpinnings 

of Hobbes’s writings.  Macpherson opined that the mathematical method was significant 

for Hobbes, noting that mathematical thinking was dominant in Hobbes’ time and 

contributed to the rise of capitalism.  More directly to the point of this thesis, Macpherson 

notes that, “The mathematical method is congruous with the reduction of all men to the 

equality of the market.”
21

  He stated this in contrast to Strauss, whom he believed 

concluded that the mathematical method and materialist metaphysics interests of Hobbes 

were simply interests which disguised Hobbes’ original motivation.      

     Much of the disagreement between Macpherson and others regarding the work 

of Locke and Hobbes centers on their different opinions of the intent and motivation of 

the original theories, not with the existence of Possessive Individualism in modern 

                                                             
 

19 Ibid, 251-53. 
 

20C.  B.  Macpherson, “Hobbes’s Bourgeois Man,” in Democratic Theory: Essays in Retrieval 
(Oxford: Oxford University Press, 1973), 238. 

 
21 Ibid., 246. 



15 
 

society.  The propositions of the Possessive Individual society are built upon the 

interpretation of Hobbes and Locke as a society in which essentially everything can be 

reduced to a marketable commodity.  The value of life itself becoming a commodity 

traded in the marketplace is a consistent evolution of this concept.  Some individuals had 

disagreements with specific aspects of Macpherson’s interpretations, but few deal a fatal 

blow to his conclusions.  Macpherson himself admitted that Strauss could have been 

correct about Hobbes, and that his theories were not based on materialism and 

mathematics.
22

  However, this distinction does not necessarily invalidate Macpherson’s 

conclusions.  Only Kendall’s interpretation as Locke as a collectivist, if accurate, clearly 

undercuts Macpherson’s premise for Progressive Individualism being an outgrowth of the 

Locke doctrine.  However, even if that aspect of Macpherson’s reading is dismissed, it 

still potentially explains a society that follows the framework Macpherson described, 

though it may be built upon a slightly altered foundation than the one he proposed.  

Therefore, having concluded that Macpherson offered a useful explanation of why 

society puts a market value on life, it is valuable to examine how that is currently done 

for public policy purposes and the consequences of this approach.        

 

 

 

                                                             
 

22 Ibid., 238. 
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CHAPTER TWO 

 

APPLICATION OF COST BENEFIT IN PUBLIC POLICY AND THE ROLE OF 

POLICY ANALYSTS AND OTHER BUREACRATIC ACTORS 

 

Since the issue of valuing life in public policy is manifested in cost benefit 

analysis (CBA), it is helpful to consider this valuation within the broader context of 

applying CBA to health, safety, and environmental problems.  Applying the principles of 

cost benefit analysis to public policy decisions involving moral issues is a controversial 

endeavor.  In the book, The Good Society, Bellah examine this approach.  He discusses a 

conversation with Bud Chapin, an analyst at the Occupational Safety and Health 

Administration (OSHA) responsible for determining job related risks.  Chapin is 

uncomfortable with the way his agency attempts to use economic techniques to determine 

acceptable risks and decide if saving lives is worth the costs imposed to make technology 

safer.  When asked about his thoughts on CBA applied to health issues, Chapin replied 

that it is “mind-boggling.  It’s nuts.  It’s wrong, totally wrong.”
1
 Chapin notes that not 

only is it difficult to value lives, but if it must be done, he does not know what the value 

would be.  Bellah notes that OSHA, like EPA establishes regulations to control 

externalities, or consequences of activities that affect others negatively.  CBA sets up a 

market based on costs and incentives, where none exist naturally, and that requires 

putting a price on everything, including human life.  The regulations that are promulgated 

by agencies like OSHA intend to create incentives for companies to address health and 

safety.  Bellah notes that to accomplish this goal, analysts like Chapin try to determine 

                                                             
1 Robert Bellah et al., The Good Society (New York: Alfred A.  Knopf, Inc., 1991), 27-28. 
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how to help the most people for the least cost, which Bellah refers to a welfare economics 

or philosophical utilitarianism.
2
 

 Analysts are in the position of having to decide tradeoffs, for example, is money 

better spent on cleaning up a toxic dump or insuring poor mothers.  Chapin notes that his 

discomfort comes in putting a price on people because the supply and demand nature of 

economic analysis only addresses market considerations.  He goes on to say that there is 

“something missing” in CBA that proposes to “objectively” account for society’s 

interconnectedness.
3
  

In language reminiscent of Macpherson, Bellah notes that using economic 

analysis in this way only views “disaggregated individuals, not the institutions that give 

them meaning and a place in the world.”
4
 He notes that this approach does not leave 

room for the notion of common good, and that regulations resulting from momentary 

compromise leave too little room for public discussion.  While Bellah opines that this 

public discussion is overlooked by the bureaucracy, he is actually highlighting a key 

factor in the process, the mentality of the analyst, as well as the decision maker.  He gives 

voice to the analyst’s perspective, but paints a picture of an economic process that ties the 

hands of the analyst.  However, the inherent subjectivity and decision points in the CBA 

process provide the opportunity for the analyst or policy maker to consider the intangible 

issues that Bellah highlights. 

                                                             
 

2 Ibid., 28. 
 

3 Ibid., 28-29. 
 

4 Ibid., 29. 
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Radin echoes the concerns about applying CBA to public policy.  Although the 

concept grew out of the project-based analysis conducted by the Army Corps of 

Engineers, even the Corps had to reconsider how to address value conflicts when 

environmental considerations were added to the decision making process.  The Corps 

realized that CBA was not as objective as it had appeared to be, and that the process 

involved some decisions that could be seen as arbitrary, such as the point at which values 

accrue and the timeline to choose for analysis.  Radin points out that CBA is often not as 

clear-cut as it appears.
5
  The entry of environmental considerations shifted the concern to 

value disputes, and not just technical determinations.   

The dilemma of trying to apply CBA to address decisions involving values has 

been recognized for many years.  William Gorham was a former Assistant Secretary in 

the Department of Health, Education, and Welfare and former head of the Urban 

Institute.  In 1968, he testified before the Joint Economic Committee, and stated the 

following regarding the use of CBA:  

Let me hasten to point out that we have not attempted any grandiose cost-benefit 

analysis designed to reveal whether the total benefits from an additional million 

dollars spent on health programs would be higher or lower than that from an 

additional million spent on education or welfare. If I was ever naïve enough to 

think this sort of analysis possible, I no longer am…The “grand decisions” – how 

much health, how much education, how much welfare and which groups in the 

population shall benefit – are questions of value judgments and politics.  The 

analyst cannot make much contribution to their resolution.
6
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CBA favors efficiency and became popular because it was viewed as being value-

free, neutral, and objective.  However, CBA is more difficult to apply where there are 

broad value issues, difficult trade-offs, and large uncertainties.  As Radin points out, the 

assessed costs and benefits of externalities depend “on the values of the client (or – in 

some cases – of the analyst).”
7
 

In Beyond Machiavelli, Radin notes that politics inevitably enters into the 

discussion of public policy, and that political actors are motivated by the three “I’s” – 

interest, ideology, and information.
8
 This aspect addresses another critical actor in the 

policy arena, the decision maker in agencies.  Radin observes that often analysts realize 

they must gather information to justify a decision that has already been made.  This can 

concern analysts who have faith that the scientific method can separate true and false (or 

objective facts from opinions), but is a reality they face in public policy development.
9
 

Another dynamic is that analysts must be careful not to create information in the process 

of gathering data.  Even when analyst are well intentioned to be as objective as possible, 

the data they collect may not be truly neutral, and quality checks are necessary to ensure 

that information is accurately understood and presented, even when it is presented with a 

particular viewpoint.
10

 Analysts also face a number of other pressures, including an 

attempt to arrive at definitive conclusions, deliver their findings under tight deadlines, 
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and sorting through exorbitant amounts of data.  While analysts may view themselves as 

objective, they often have to respond to pressures that puts their role into question.  Radin 

predicts that policy analysts will continue to confront pressures of ideology and partisan 

debates.
11

  Wildavsky observes that the objectivity of analysts is based on trust, and when 

that trust declines, “Theories harden into dogma, and assertion replaces evidence.  

Policies then are judged not by their merits but by the motives of their proposers.”
12

 

Thomas Birkland notes that staffs who evaluate policy often have to contend with 

limited data and resources.  The evaluation is couched in technical terms like cost benefit 

analysis, providing the veneer of scientific objectivity, though the methods are 

controversial.  Interest groups and policy makers may use incomplete or preliminary 

information based on the analysis.  However, Birkland notes that analysis can be useful if 

the underlying science is solid, even if the information is spun by various stakeholders to 

prove their point.  He opines that policy evaluation is both a scientific evaluative process 

and political process.
13

  

Confronting Values in Public Policy Analysis is a work by Fischer and Forester 

that includes a collection of articles from renowned scholars.  This work includes a 

diversity of opinion on how values are, and can be, effectively addressed in policy 

development and implementation.  Confronting Values was compiled in the late 1980s, 

and the observations and context provided by the various contributors on these critical 
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issues are particularly germane to the dilemmas still faced by practitioners, especially 

when using analytical economics-based tools such as CBA to inform decisions related to 

conflicting values.  For example, in that collection, Charles W. Anderson of the 

University of Wisconsin at Madison very directly makes the link between public policy 

and morality, noting that policy analysis can be thought of as applied political 

philosophy.  He further notes that cost benefit analysis is applied utilitarianism.  In 

echoes of Macpherson, Anderson notes that policy in our society occurs within the 

framework of the liberal democratic viewpoint, and that the tension is between rationalist 

liberalism and the legacy of “American philosophical pragmatism.”
14

 However, 

Anderson notes that policy analysts are influenced by ideology and appear at times to be 

opportunistic, reacting to social trends and current power structures.  He states that there 

was a resurgence in classic liberalism in the 1970 and 1980s that led policy analysts to be 

more critical of public programs and emphasize rationality, reflecting the virtues of 

markets and Lockean concepts of individual rights.   

Anderson lays out the contrast between economics and political science.  

Economics preserves rigorous methods and models of classic liberalism, embracing 

rational individual choice, free markets, and utilitarianism.  In contrast, political science 

exercises more intellectual freedom against formality, is more skeptical, and considers 

experience superior to logic.  He notes that policy analysis often takes the form of 

confronting the formalism of economics, and that some scholars are specifically opposed 
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to comprehensive cost benefit analysis because they see it as idealized utilitarianism.  

Anderson further opines that policy is “inevitably relativistic and contextual.” 
15

 He notes 

that in the United States, policy analysis debates occur within the framework of liberal 

democratic thought, and that within that context ethical activities are considered to be 

those falling under universal, impartial principles. 

If we accept Anderson’s observations, it leads to a question with strong 

implications for the central point of this thesis.  Considering the stark contrast he lays out 

between economics and political science, which part do policy analysts play today? 

When an analyst in an agency sits down to lay out the economics that will be used to 

make the case for - or perhaps against - proceeding with rules to protect health, safety, 

and the environment, are they more beholden to the objective rationality of economics or 

the intellectual freedom and multiplicity of political science? Simply considering the 

education and background of the analyst may not be sufficient to answer this question, 

considering that they are also under pressures of uncertainties, time, and the political 

persuasions - of their superiors, as well as their own.           

 In an article from the same collection of essays, Douglas J. Amy of Mt. Holyoke 

College explores the question of incorporating ethics into public policy.  In Can Policy 

Analysis Be Ethical? Amy argues that practitioners of public policy have been slow to 

incorporate ethical considerations into their methodologies.
 16

  He notes that cost benefit 
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analysis became a popular tool because it was viewed at the best way to reach 

conclusions in an objective manner.  However, he explores the criticisms of CBA, noting 

that one of the major problems was that CBA focused on economic values that were 

quantifiable at the risk of “soft-values” such as beauty and community.  This focus makes 

CBA a less attractive tool for approaching issues where there are conflicting values.  

Amy further opines that the policy analysis field tends to draw people who are 

uncomfortable considering ethical issues and are more influenced by what he calls 

“technocratic ethos.”
17

 He concludes that arriving at an ethically-based position can be a 

painful process that is not appealing to many analysts and policymakers.
18

  

In Policy Science and the Administrative State: The Political Economy of Cost-

Benefit Analysis, John Byrne of the University of Delaware notes that while the premise 

of CBA is that it allows scarce resources to be allocated most efficiently to maximize 

their value, putting that theory into practice will require a change in the way the 

government makes decisions.
19

  He points to the domination of special interest in the 

political process, and notes that the root of the problem has more to do with efficient 

administration rather than identifying and addressing conflicts.  Byrne argues against 

using CBA in public policy.  He notes that advocates feel CBA will lead to reason over 

power, but believes that the fundamental problems in the system are political, not 
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technical, and that CBA does not effectively address these issues.  He concludes by 

proposing that instead of CBA, our political system needs a theory that incorporates 

economic, political, and ideological factors in valuing social issues, rather than a method 

that “simply manipulates the artifacts of social value.”
20

 

Tom Beauchamp – while defending CBA as a pragmatic necessity where rights 

frequently conflict – notes that even CBA should not be immune from the restraints of 

morality rules.  Beauchamp also views CBA as a means to a moral end, and argues that 

morality will be protected if CBA is viewed in a more general sense as a way to 

determine if a particular action is reasonable within the bounds of morality.
21

      

William Bellinger is a more recent critic of CBA. In The Economic Analysis of 

Public Policy, Bellinger adds that the use of CBA in public policy is criticized because it 

can overemphasize efficiency at the expense of equity, promote rationality over values, 

and rely on markets as opposed to government.  He notes that CBA can also lead to 

decisions that are morally questionable in assigning dollar values to items not sold in the 

marketplace, such as human life.
22

 Bellinger notes that in some cases analysts either 

cannot, or will not, value certain benefits in terms of money, and instead turn to cost-
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effectiveness analysis by comparing unit costs of alternative programs.
23

 He also 

discusses valuing human life, noting that it is likely the most controversial of all 

estimates developed as part of the process.  However, Bellinger defends the policy of 

valuing life and addresses critics of the approach of valuing life by noting that humans do 

not act as if their lives are invaluable.  Humans take risks to obtain pleasure, income, and 

other benefits.  Since humans do not act as if their lives are “priceless,” it is not immoral 

for policymakers to place a value on it.  He flips the argument around and notes that 

another way to consider the question is that life is too valuable to ignore in policy 

decisions.  If the value of human life is not monetized and considered, Bellinger argues 

that policy debates affecting life and health would simply be impassioned but largely 

empty rhetoric, and that in the view of economists, “political rhetoric is a poor substitute 

for rational analysis.”
24

 Bellinger also offers some clarifying points on the value of life in 

public policy.  He notes that the meaning of “life” in public policy is not an identified 

life, but rather a statistical life.  The difference is that identified life represents 

individuals, whereas statistical lives represent lives that may be impacted by public or 

private decisions regarding safety and health.  There is not a prediction about which 

specific individuals will suffer from particular risks.  Also, the specific implications of 

the term “value” are important in the discussion.  The value of a statistical life represents 

a measure of value, distinguished from a medium of exchange, which can be purchased 
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with money.  This distinction is important to make when considering non-marketable 

costs and benefits.
25

    

It appears from the literature that many view the concept of CBA in public policy 

as a force that is exact and constraining, and a detriment to programs and policies that 

provide benefits difficult to quantify.  However, there have also been subjectivities noted 

with using CBA.  As far back as 1976, then Director of the Occupational Safety and 

Health Administration Dr.  Morton Corn discussed the use of CBA within his 

Administration.  He stated that, “The range of values was so wide as to be virtually 

useless.  The conclusion I reached after this exercise was that the methodology of cost-

benefit analysis for disease and death effects is very preliminary, and one can almost 

derive any desired answer.”
26

 Fischer suggests that CBA is only one component of 

adequate policy science.  It leans heavily on only one type of data, which can then 

become corrupted when politics come into play.  As he puts it, “Perhaps in one sense data 

can be neutral (and thus speak for themselves), but as soon as they are introduced into a 

political process, all such claims must be abandoned.  Thus, in order to judge a policy 
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methodology and its data, it is essential to know something about the political purposes 

of those who employ it.”
27

 

Bryner reflects the thoughts of others in Bureaucratic Discretion: Law and Policy 

in Federal Agencies, when he notes that scientific and economic analysis assumes a 

primary role in environmental and health regulations, and the expectation is that 

decisions flowing from these analyses will be objective, policy neutral, and focus on 

risks, costs, and benefits.  However, it is a paradox since economic analysis is touted as 

both a tool to limit agency discretion, and also a defense against external pressure.  The 

reliance on technical expertise allows some agency officials to proclaim that they have a 

process in place to ensure balance and therefore they are justified in exercising autonomy 

and independence.   

Congress attempts to ensure that agencies base regulatory decisions on technical 

analysis, and for agencies to balance benefits achieved with costs imposed.  Sometimes 

science advisory boards or external groups may be consulted in the process of issuing 

regulations.  In theory, there is a firewall between the technical analysis involving the risk 

assessment and the management issues such as the type of regulatory action that is 

required.  In practice, Bryner notes that this line is “blurred,” and that agency decisions 

actually rely on a combination of factors related to data, scientific consensus, exposure 

effects, and policy choices.
28
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The language in statutes can also work to give those within agencies conducting 

economic and scientific analysis latitude and discretion in their assumptions.  Some 

language is more prescriptive, but some is vague and leaves much in the hands of the 

analysts.  Bryner reviewed several statutes with criteria for regulatory action and found 

vague phrases such as providing “an ample margin of safety…,” “balance risks,” protect 

health “to the extent feasible…,” avoid “unreasonable adverse effects,” and “be 

reasonably necessary to prevent or reduce an unreasonable risk of injury.”
29

 Broad and 

general language in accompanying decision rules translates into broad discretion in 

decision making.  The general guidance is that unless rules are made mandatory by law, 

the most cost effective alternative should be considered, which provides another level of 

discretion.  Even when analysts are well intentioned and desiring fidelity to science, they 

must sort through mounds of data that often conflict and have uncertainty associated with 

them.  This uncertainty compounds during the analysis.  Data comes from different 

sources, including academia, other governmental entities, and within the agency itself.  

Decisions have to be made on how much faith to put into the sources, especially when 

they do not converge or must be extrapolated for applications, such as applying the 

results obtained from chemical testing on animals to humans.  Costs and benefits require 

choices about what factors to include in the analysis and the economic values of those 

factors.
30
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Agency experts are given responsibility for decision making because analysis is 

believed to be objective, and the desire is for risks assessments to be separate from the 

management decisions related to controlling risks.  However, Bryner notes that risk 

assessment is not objective or neutral, but reflects choices and biases in the assumptions.  

Some decisions are fundamental and frame the analysis, such as will the analysis be 

conservative and focus on worst case scenarios, and how best to account for susceptible 

populations.  Cost benefit analysis enjoys the support of those who believe it is the best 

way to ensure economic efficiency, but in the public policy arena, efficiency competes 

with other values such as worker protection and public health.  Critics of cost benefit 

analysis charge that its utilitarian bent is ethically suspect because it attempts to address 

moral issues with rationality.  A different criticism is that it is not as objective as it 

seems, and is actually used in practice to justify and defend policy decisions that have 

already been made on more subjective grounds.  Bryner quotes one observer as feeling 

that CBA can simply be constructed in a manner to support a desired result.  CBA is also 

criticized for the way it addresses inputs that are difficult to quantify.  Bryner notes that 

one study showed that that is great variation across agencies and even within agencies 

regarding what costs should be in a regulatory analysis.  There are differences in expert 

opinions, and causal links are imprecise.  Balancing costs and benefits to the public and 

workers is a political decision, critics argue.  Regulations by agencies are dependent on 

external politics and policy analysis in some cases gives the appearance of rationality to 

protect the agency, since it can appear that decisions are made objectively.  Scientists in 

the government can take a much more conservative interpretation of data than their 
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counterparts in either academia or industry. There is some evidence that personnel in the 

government who contribute to the analysis process start from a position that causes them 

to err on the side of caution, and it is reasonable to believe that this mentality works its 

way into their findings and conclusions.  Bryner quotes one survey of scientists 

demonstrating that when asked if substances causing cancer in animals could be assumed 

to cause cancer in humans, almost 70% of government scientists said yes, compared to 

52% in academia and only 27% in industry.  Similarly, 80% of industry scientists 

believed that exposure to carcinogens below the threshold level were safe, as did 60% of 

academic scientists, but only 37% of government scientists believed that there was any 

safe exposure level.  Uncertainties in economic and scientific analyses lead to public 

concerns and demand for action.  The result is often that political pressure fills the void 

and guides agency actions.
31

              

The specific question of how much subjectivity is built into the policy process 

must be explored at the different stages of policy development and implementation.  

Bryner notes that conventional policy making has five general steps: (1) problem 

identification; (2) getting on the policy agenda; (3) policy formulation; (4) policy 

implementation; and (5) evaluation and redefinition of the problem.
32

 Bryner observes 

that the steps are not discrete, but rather are interactive and intertwine.  Accordingly, 

policy analysis occurs at different levels with distinct purposes.  The policy proposal is 
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examined to determine what the specific goals are and if they can be achieved.  CBA and 

other tools help assess the extent to which the policy will achieve its stated outcomes.  

The proposal is then considered in a broader context to determine if the goals actually 

focus on the specific problem being addressed, and if there are any conflicts with other 

policy objectives.  Analysis also focuses on the impact of the policy in society, and 

attempts to determine how the policy addresses societal values including equality, justice, 

and individual rights.  Here, Bryner notes that there may not be agreement over these 

core values or how policy should address them, so competing concerns must be 

considered in the balance.  Finally, the long term cumulative impacts of the policy are 

considered.
33

           

The interaction between bureaucratic actors, including analysts, decision makers, 

and implementers, plays a critical role in policy effectiveness.  These entities can act with 

each other in ways that complement, conflict, or do both.  Bryner notes that regulatory 

programs often have very ambitious goals, especially in the area of health, safety, and the 

environment.  Regulatory power is no longer limited to identifying prohibited activities, 

but is in a position now to direct behaviors and practices.  This has led to regulatory 

authority and enforcement requirements exceeding the resources available within the 

agency.  There may be little guidance in enabling statues on how to establish and 

implement rules and regulations, and this situation leads to a great deal of bureaucratic 

discretion within agencies.  This discretion can be viewed as necessary to ensure that 

policies are developed by experts and that scientific expertise addresses environmental, 
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safety, and health regulatory concerns.  In theory, providing regulatory agencies this level 

of discretion in the way they do their business is desirable because it allows them to rely 

more on technical criteria in pursuit of policies within their jurisdiction.  However, 

Bryner notes that this discretion raises questions about separation of powers when 

important choices related to policy are made within agencies rather than by elected 

officials, and that government action should be applied in a nondiscretionary manner.
34

  

One of the procedural approaches that has been employed to try to limit excessive 

bureaucratic discretion – in addition to the Administrative Procedures Act – is to 

emphasize scientific and economic analysis to “give shape to agency decisions making, 

and to provide limits on administrative activity.”
35

 Costs benefit analysis, risk 

assessment, and similar tools are used to place values on inputs and desired outcomes and 

evaluate different alternatives.  However, far from putting to rest concerns about 

bureaucratic discretion, Bryner observes that these procedural approaches have only 

made the administrative process “more confusing and less effective.” He further notes 

that the situation “has invited political intervention in administrative proceedings and has 

produced an enormous superstructure of procedural mechanisms designed to create the 

illusion of legitimacy for administrative government, which fails to limit and direct 
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administrative power…”
36

 He also addresses regulations of the type that require some 

valuation of life and health in the analysis process, noting as follows: 

The scientific basis of many regulatory initiatives, especially those involving 

environmental, health, and safety policy, however, has been criticized as being 

confused with and inseparable from political choices, manipulated by interests for 

ideological purposes, ignored by agency decision makers, used to justify decisions 

made on other grounds, threatened by judicial review and the role of the courts in 

determining regulatory policies, and employed to slow down or block agency 

initiatives through time-consuming procedures.
37

 

 

Another procedural approach to place a check on the role of agency discretion is 

through external political controls.  These can take the form of oversight by Congress or 

the President’s staff.  Congress has vested the President with oversight and control 

powers.  For its part, Congress has procedures to review appropriations and budget 

authorizations, and conduct investigations.  There are different procedures depending on 

whether the agency is in the executive branch or an independent commission.  Presidents 

have taken measures to exercise this control over the way agencies do business, such as 

issuing Executive Orders that require agencies to use CBA and similar economic tools in 

their regulatory process and relying on the Office of Management and Budget to act on 

the President’s behalf to review proposed regulations.
38

 Discretion is also practiced 

within agencies reflecting legislative and executive functions, the authority to make 

legislative type policy decisions, and the authority to on decide how general policies are 
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applied to specific cases.  Bureaucratic discretion often comes into play when areas of 

administrative responsibility are very technical in nature and the legislature simply 

cannot prescribe the best way to implement policy.  Bryner further notes that even when 

statutes are specific and detailed, agency discretion in administrative processes develops 

in the interaction between different stakeholders such as interest groups, congressional 

staffs, other agencies, and courts.  In some cases delegating broad rule-making authority 

to agencies may make sense in areas where there is a consensus on values, priorities, and 

agency direction.
39

 Technical staffs have a great deal of influence in agencies with 

missions that involve developing complex scientific and technical analyses.  While these 

agencies give their scientific staff significant discretion, decision makers can impose 

constraints that conflict with pursuing scientific knowledge.
40

  

Frank Fischer of Rutgers University argues that policy experts exercise indirect 

power to influence debates, and that it is a very real power that shapes the course of 

events.  Fischer notes that liberals have been better at leveraging policy experts to 

promote their causes, noting that “Although both liberal and conservative politicians have 

used this methodology, it has been the liberal reform administrations that have provided 

most of the propitious moments.”
41

 He cites successes such as the Progressive Era, the 

New Deal, and the Great Society as evidence of his claim.   
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Bruce Jennings claimed in 1987 that policy analysis had shifted from science to 

advocacy.
42

  He referenced criticisms of the time stating that policy analysis was not 

being viewed as neutral and objective, and he suggested that it was perhaps more 

appropriate to think of policy analysis in terms of counsel.  He promotes “counsel” as a 

way that the policy analyst can continue to tout the evidence of findings of their analysis, 

and also participate in the broader debate with policymakers on potential policy options. 

Bellinger lays out the different roles of the policy analyst, including the 

progressive neutral expert, efficiency entrepreneur, and ideological combatant.
43

    The 

progressive neutral expert promotes rational analysis of policy, which Bellinger says will 

continue because of the use of CBA in policy.  The efficiency entrepreneur has two roles, 

providing evidence to support positions and resolving debates between different interest 

groups.  The ideological combatant participates in the battle of ideas, for example in the 

debates between economists and others on the value of human life.  Bellinger, like 

Jennings, points out the tension between objective analysis and political advocacy, and he 

discusses the potential that decision makers and special interest groups may try to justify 

their causes by persuading analysts to adjust their conclusions.  Noting that policy 

debates among advocates often involve disagreements over values, Bellinger suggests 

that analysts may be pressured to change their results for political reasons, even though 
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protections exist to process complaints from federal employees.  He cites one study by 

the Union of Concerned Scientists where one-quarter of scientists had been pressured to 

alter technical information in a report.  In additional to the appeal process for federal 

employees who feel pressured to change analyses, there are other avenues for airing these 

differences when they arise.  Public Employees for Environmental Responsibility noted 

that it received daily complaints from government scientists during both the Clinton and 

George W. Bush administrations.
44

 

Those initiating or implementing the policies can have direct access and interplay 

with analysts.  In Public Policymaking, James E. Anderson notes that most studies on 

public policy implementation take either a “top-down” or “bottom-up” approach.  A 

focus under the top-down construct considers the actions of top-level officials within 

government, considering their motivations and successes.  In contrast, a focus on bottom-

up considers the efforts of lower-level officials who can either divert policies in a manner 

more suitable for them or ignore them altogether.  Federal agencies operate as 

hierarchies, and those at upper levels have more authority over decision making than 

those at lower levels.  Officials in agencies are affected by political considerations, 

including the need to protect their own power.  Several factors influence decision makers 

in agencies, including the need to bargain, often with the entities they are regulating.
45
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Anderson notes that policy evaluation is “as much an art as a science.”
46

 Often 

judgments are based on intuition or anecdotal and fragmentary evidence.  Analysts as 

well as decision makers can be influenced by ideology, partisan, or idiosyncratic 

definitions of values, leading Anderson to conclude that because of all the conflict, 

different evaluators may reach very different conclusions regarding the same policy.  

Anderson notes that policy analysis can be used to delay or justify decisions, and that, “In 

short, evaluators may be motivated by self-service as well as public service and by a 

desire to use analysis as ammunition for partisan or personal political purposes.”
47

 

As noted by other authors, Anderson also opines that cost benefit analysis seems 

clear-cut, although, in practice it is not.  Good data is difficult to collect, human life must 

often be valued, and the technique is open to manipulation to support the positions of 

analysts and decision makers.  A favorable CBA can generally be contrived for programs 

and projects favored by analysts and decision makers.
48

   

In Confronting Values in Policy Analysis, Forester notes that policy analysts also 

play a role when they are silent about certain facts, and that working with decision 

makers and not exposing their real attitudes reflects a normative political theory and 

calculated judgments.  Analysts navigate somewhat of a balancing act, developing 
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technical arguments, managing their arguments like political organizers, then presenting 

the information to decision makers.
49

 

In the same collection, Rosemarie Tong from Williams College opines that policy 

analysis changed in the 1980s, and analysts no longer saw themselves as scientists simply 

guided by objectivity, thoroughness, and precision.  Analysts realized how subjective and 

imprecise policy analysis was and developed new ethics, “an ethics based on their 

position as dispensers of “knowledge” to public officials...”
50

  Tong further observes that 

bureaucracies and collective decision making means analysts can often escape 

responsibility for their actions. 

Radin also addresses the question of policy analysts and their relationship to 

policy makers.  In Beyond Machiavelli, Radin notes that analysis has historically been 

associated with the formulation stage of policy making, separate from the adoption and 

implementations phases.
51

  However, analysts are not insulated from politics, interest 

groups, and deadlines.  She notes that far from arguing that the analyst should shy away 

from the political considerations, some actually encourage analysts to become more deft 

in this area.  Weimer and Vining note that analysts need to think about strategies as well 

as substance to advance their work, including co-optation (convincing others), 
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compromise (modifying proposals to get political support), heresthetics (manipulating 

rules for decision making), and rhetoric (using language to clarify or confuse a 

position.)
52

 Radin notes that some analysts have difficulty acknowledging that their own 

values shape their approach to analyzing issues, while others attach themselves to 

political actors or move directly into decision making roles. There are implications for 

political choices during the analytical stages of policy development and implementation.  

The analyst’s decisions during the process reflect choices about values.  Policies may 

have multiple goals, and they may conflict.  Analysts may have many political actors that 

are interested in their work, or clients, and they cannot assume they have to satisfy only 

one individual decision maker.   

The relationship between decision maker and analyst can be complex.  Radin 

notes that in the past, it was assumed that decision makers provided appropriate guidance 

for the analyst, but it is more appropriate to consider that now policy is complex and 

goals may be conflicting.  The weights given to different judgments in the analysis can 

reflect different values and beliefs, and the analyst must balance efficiency, effectiveness 

and equity.  An overreliance on efficiency in the economic model can be problematic, 

and analytical methodologies must consider political feasibility, since that will be an 

important aspect in whether or not the policy is advanced.     

In Street-Level Bureaucracy, Lipsky discusses the inconsistencies that can arise 

between the policy makers and those implementing the policy, which he refers to as street 

level bureaucrats.  While his focus is primarily on agency personnel providing services 
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and directly interacting with the public, he notes that street level implies a distance from 

the center of authority.
53

 Policy analysts may reside close to decision makers, but often 

they are at lower levels and are assigned to conduct analysis based on procedures, having 

very little if any direct interaction with decision makers.  Analysts have several decisions 

they must make when conducting economic analyses of policy options, and in that sense 

can exercise some discretion similar to those who are more traditionally considered 

street-level bureaucrats.  There is a perception that those at lower levels will do what is 

expected, and carry out the policies as designed.  However, bureaucrats sometimes 

exercise wide discretion in implementing policy.  While the major dimensions of policy 

are set by political and administrative officials, front line professionals have some degree 

of expertise in various policy areas, and this can certainly be said for those conducting 

economic analyses of policies.  Lipsky notes that bureaucrats use their experience or view 

of their work to rationalize changes they make to work practices.
54

    

Lipsky’s point about the influence of lower level bureaucrats who interact directly 

with the public is an important consideration in the implementation of health, safety, and 

environmental policies.  Those interacting with the public in this instance may include 

inspectors and enforcement agents, and they play a significant role in how policy is 

ultimately implemented.  Bryner notes that implementation is critical, and “Without the 

prerequisites for effective implementation the entire policy is compromised.”
55

 Although 
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those interactions are critical to success of a policy, they are somewhat removed from the 

economic analysis of policy proposals and will not be further explored within this thesis.      

There are often conflicting values when developing and implementing public 

policy, and these conflicts must be weighted when considering goals and objectives.  In 

some cases the political process works out the conflicting values, and the decision is 

made.  In A Practical Guide for Policy Analysis, Bardach suggests that another way is for 

the analyst to impose a solution.
56

  Analysts can take liberties to modify any weighting of 

values that come to them.  The rationale for this approach is that the analyst is in a better 

position than other participants in the process to understand issues of underrepresentation 

by certain interests.  Therefore, the analysts is duty-bound, or at least permitted, to strike 

the appropriate balance.  Various examples of groups exist that may be considered 

underrepresented in the process.  These groups include children, ethnic minorities, the 

poor, consumers, and future generations.  (The latter is one of the major groups 

underrepresented when the value of life is considered in public policy.) Analysts may 

then approach influential political actors, such as leaders within their agencies, to 

consider or reconsider their positions based on the arguments the analyst presents.  The 

analyst either commences or joins a dialogue, and affects it with their reason and insight.  

Another way to view this situation is that the analyst becomes somewhat of an activist 

analyst.  An activist analyst feels justified in manipulating the figures on behalf of those 
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who do not have an effective voice in the policy that may affect them, or at least 

interpreting the information in a very conservative manner to protect the interests of those 

they consider needing extra protection.         

So at this point, there is a dilemma.  Are analysts, and for that matter the decision 

makers and implementers, so constrained by the rigidity of the CBA technique and the 

values assigned to life in the literature that they are blindly following the model of the 

values-free objective economist? Or do the bureaucratic actors seize the inherent 

flexibility in CBA to mold policies and make assumptions as they see fit? The next 

sections will attempt to shed light on this question as it relates to the specific issue of 

valuing human life in public policy, both from the standpoint of guidance and actual 

implementation.                           
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CHAPTER THREE 

 

THE VALUE OF LIFE IN PUBLIC POLICY: A THEORETICAL FRAMEWORK 

 

 Cost Benefit Analysis is used in public policy based on the premise that efficiency 

is the primary value.  The costs and benefits of the policy are compared, and if the 

benefits exceed costs, it justifies policy implementation.
1
  However, one of the problems 

with using this approach is determining values for costs and benefits that are difficult to 

quantify.  To better understand how these issues are addressed, the requirements for 

conducting regulatory impact analysis will be examined as well as how these 

requirements are practically implemented.    

 Requirements for public policy regulatory planning and review have primarily 

come through a series of Executive Orders (EO) signed by Presidents dating back to the 

1970s.
2
  The executive orders followed a pattern of issuance then revocation, depending 

on the political party in the White House at the time, though many of the major 

provisions of earlier orders were retained or expanded.  In 1971, the Director of the 

Office of Management and Budget (OMB) issued a memo that initiated what came to be 

called the “Quality of Life” reviews.  The memo initiated a process that resulted in 

significant regulations undergoing reviews by other agencies.  The premise considered in 

developing this process was to “improve interagency coordination of proposed agency 
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regulations…”
3
 This memo also required that proposed regulations be accompanied by a 

comparison of the expected benefits and costs and alternatives considered.  The concept 

of refining the inputs to costs and benefits continued during the Ford administration, 

when he signed Executive Order 11821 requiring agencies to consider the inflationary 

impact of major legislative proposals and regulations in their decision making.
4
  This 

Order made the OMB Director responsible for determining which actions were subject to 

the provisions of the Order, and included actions with significant impact on consumers, 

markets, governments (all levels), productivity, competition, and supplies of products and 

services.  The Carter Administration further built on the earlier concepts with EO 12044, 

which stated that regulations “shall not impose unnecessary burdens” on the economy, 

individuals, organizations, or state and local governments.
5
 The Order also set 

requirements that alternatives be considered and analyzed before issuing regulation, 

direct and indirect effects of regulations be considered, and the least burdensome 

acceptable alternative be chosen.  Order 12044 also quantified a dollar figure for 

significant regulations as those having an annual effect of $100 million or more.
6
  

                                                             
3
 Office of Management and Budget, Memo from George P.  Shultz, Director, Agency Regulations, 
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4
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 The Reagan Administration issued EO 12291, which kept many of the same 

provisions as the earlier Order.  It maintained the criteria of a “major rule” as one having 

an effect on the economy of $100 million or more, and required the alternative with the 

“least net cost to society” be chosen.
7
  Order 12291 explicitly required a regulatory 

impact analysis and a description of the potential costs and benefits of the rule, including 

any that could not be quantified in monetary terms.  It also required an analysis of the 

costs and benefits of alternatives and an explanation of why lower costs alternatives were 

rejected.  This Order revoked Carter’s earlier Order.   

 One of the most significant in the series of Orders was EO 12866, signed by 

President Clinton in 1993, which is still in effect.  Order 12866 continued to build on 

previous orders by requiring agencies to consider costs and benefits of regulatory 

alternatives, including both quantifiable and qualitative measures that are “difficult to 

quantify but nevertheless essential to consider.”
8
 The Order required a quantification of 

those costs and benefits “to the extent feasible.” The Order also required the OMB to 

review proposed actions for redundancy and conflict with existing regulations.  One of 

the lasting effects of EO 12866 is that it established a Regulatory Working Group to 

provide guidance to agencies regarding comparative risk assessments in regulatory 

decision making. 
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 On January 18, 2011, the Obama Administration issued EO 13563, Improving 

Regulation and Regulatory Review.  The Order reaffirmed principles in EO 12866, and 

reiterated that regulation account for both quantitative and qualitative benefits and costs.
9
     

Table 1: Regulatory Analysis Guidance for Federal Agencies 

________________________________________________________________________ 
Document    Year                         Major Provisions for Regulatory Analysis 

 
OMB Memo to  

Departments 

and Agencies 

1971  Initiated the Quality of Life reviews related to significant environmental 

and safety regulations. 

 Required a description of alternatives, costs, and benefits of proposed 

regulation.    

EO 11821 1974  Required consideration of inflationary impact on legislative proposals 

and regulations.   

 Restricted to rules with “significant impact” on the economy. 

EO 12044 1978  Required that regulations not impose unnecessary burdens on the 

economy; consider direct and indirect costs; and that the least 

burdensome acceptable alternative be chosen. 

EO 12291 1981  Prohibited regulatory action unless potential benefits outweigh potential 

costs.  

 Required description of costs and benefits, including those not 

quantifiable in monetary terms.  

 Required a Regulatory Impact Analysis for every “major rule,” including 

those having a $100 million impact on the economy.   

 Revoked EO 12044. 

EO 12866 1993  Required quantitative and qualitative measures in cost benefit analysis. 

 Required quantification of benefits “to the extent feasible” and selection 

of approaches with maximum net benefits.   

 Set up a Working Group to provide guidance on regulatory analysis.   

 Defined “significant regulatory action” as, among other parameters, 

having a $100 million impact on the economy. 

 Revoked EO 12291. 

Economic 

Analysis of 
Federal 

Regulations  

1996  Provided guidance on conducting economic analysis, including 

addressing risks and uncertainty, estimating benefits, and valuing 
fatality risks. 

 Expressed changes in fatality risks as “value of statistical life.” 

OMB Circular  

A-4 

2003  Noted that estimates for the value of a statistical life varied from $1 

million to $10 million. 

 Kept much of the guidance in the 1996 Economic Analysis document.   

EO 13563 2011  Reaffirmed principles, structure, and definitions in EO 12866 

 Noted that each agency “may consider (and discuss quantitatively) 

values difficult or impossible to quantify” 

Sources: www.whitehouse.gov, www.archives.gov (accessed January 21, 2012). 
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 Specific guidance on valuing life in public policy was addressed in “Economic 

Analysis of Federal Regulations Under Executive Order 12866”, issued on January 11, 

1996.  This guidance replaced previous Regulatory Impact Analysis Guidance that was 

part of the Regulatory Program of the United States.  The Economic Analysis guidance 

was the result of a two-year effort by representatives of all major regulatory agencies and 

described best practices for economic analysis for regulatory action.  The guidance 

addressed the need for regulatory action, examining alternative approaches, and 

analyzing costs and benefits.  Specific guidance on valuing human life is found in the 

costs and benefits section.
10

    

 The OMB guidance notes that agencies should measure costs and benefits against 

some baseline, which may mean considering the present situation without the proposed 

regulation.  The guidance suggests that cost-effectiveness analysis may be helpful when 

benefits cannot be easily monetized.  The way the terms are generally used, cost 

effectiveness analysis differs from cost benefit analysis in that the former compares the 

costs of alternative means for achieving the same benefits or a given objective.
11

   

 The OMB guidance was further refined with Circular A-4.
12

 This guidance noted 

that major rulemaking should be supported by both cost benefit analysis and cost 

effectiveness analysis when possible.  It states that in addition to traditional measures for 

                                                             
10 Office of Management and Budget, Economic Analysis of Federal Regulations Under Executive 
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health and safety such as number of lives saved, more comprehensive measures include 

“equivalent lives” saved and “quality-adjusted life years” saved.
13

  

Though the OMB uses the term Value of Statistical Life (VSL), and notes that it 

is sometimes called the value of life, it cautions that this term should be understood to 

mean a measure of the willingness to pay for risk reductions and not an indication that 

life can be monetized.  The OMB notes that there may be confusion when using terms 

and seeks to address those, such as the term “statistical life.” The OMB notes that 

statistical life is based on the population affected, using the example that reducing the 

risk of death by one in a million in a population of two million would be two statistical 

lives.
14

 The OMB acknowledges that valuing risk reduction in this manner is a matter of 

“continuing discussion” in public policy.  Circular A-4 notes that estimates of VSL vary 

from roughly $1 million to $10 million per statistical life.  This range is still a guideline 

that is referenced by several agencies in their CBA.     

 While OMB notes that the purpose of assigning a VSL is to describe the likely 

benefits of regulatory action and not suggest an individual’s life can be valued 

economically, the VSL is a significant input in CBA in some public policy decisions.  

Though it is considered in an aggregate manner – rather than a definable individual – 

when the benefits are expressed as numbers of lives saved multiplied by the monetary 

value of each life, that side of the ledger is weighed against the costs of implementing the 
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policy.  A decision is then made as to whether those benefits exceed the costs.  It is 

valuable at this point to examine how the VSLs are determined. 

Values of life are based on a valuation of risks, including consumer purchases and 

stated preferences.  This approach gives rise to the concept of society’s willingness to pay 

(WTP) for benefits, which is determined by different means.    

For estimation of the value of life manifested in fatality risks, OMB Circular A-4 

states that the willingness to pay approach is the best methodology to use.  One way to 

determine willingness to pay is to consider choices people make to work in jobs with 

higher risks.  This approach examines compensation differentials for occupational risks 

exposures.  Viscusi and Aldy reviewed the models from four academic papers on the 

subject and found VSLs in the typical range of $3.8 to 9 million, with a median VSL of 

about $7 million, when converted into year 2000 dollars.
15

   

Using labor markets to provide a surrogate measure for valuing life has the 

benefit of correlating how much workers value risk reductions.  Those who enter into 

jobs with minor risks have VSLs ranging from $12 to $22 million, while those in riskier 

jobs have lower VSLs.  However, there are uncertainties associated with this approach.  

Extrapolating the values suggested by the labor market approach into a non-labor market 

is problematic and does not recognize that different populations have different 

preferences.
16

 Another uncertainty is a standardization of the concept of risk.  Since the 

labor market approach is essentially a measure of a worker’s preference related to wages 
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and risk, having a common understanding of occupational risk is vital.  However, 

companies and workers often have different perceptions of risks.  Therefore, many 

studies instead rely on fatalities for industries, which are rare occurrences.
17

  

Another way to view how much society is willing to pay for risk reduction is to 

examine consumer purchasing patterns related to safety products, such as bicycle helmets 

or safety features on an automobile.  VSLs from this approach are similar to those found 

from labor market studies, though slightly lower.
18

 There are some problems with this 

approach as well.  Purchase of a specific safety product may well represent a discrete 

decision that is not indicative of a consistent willingness to pay philosophy by the 

consumer to achieve risk reduction.  Also, some segments of the population are willing to 

accept more risk, engage in riskier behaviors, and value injuries lower than others in the 

population. 

In addition to the willingness to pay approach, Anderson lists additional ways that 

human life is valued.
19

  One approach is the human capital approach, which basically 

equates a person’s worth to the amount of money they can earn in their lifetime.  Court 

settlements are also one way that lives are valued, although there is great variation and 

many cases are settled instead of being litigated.  Individual appraisals are a micro-

version of the willingness to pay concept, in that individuals are asked how much they 
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would pay to avoid death.  Though these approaches appear in the literature, they are not 

widely used for public policy purposes.   

One conclusion that can be drawn from the ways the Value of a Statistical Life is 

determined is that it depends indirectly on how much the population being studied values 

themselves.  Whether it is in their choice of a job – higher risk verses lower risk – or their 

choices in purchasing consumer products to make them safer, people factor into the 

outcome.  This point is important as we continue to examine the implied arbitrariness of 

the possessive individualism society.          

When discussing the value of life, questions often arise about the demographics of 

individuals in the sample and how their differences should be addressed.  Two of the 

most prominent variables that may affect the value of life are age and health.  These 

variables are especially important for public policy, since the majority of statistical lives 

saved by environmental regulations appear to be people who are older or chronically ill.
20

  

As people are older, and therefore have shorter life expectancies, should the value 

of their life be less? The literature is somewhat mixed on this question, and varies 

depending on whether the question is the value of life or the value of the next year of life.  

Referencing a number of studies, Viscusi and Aldy note that some analyses have shown 

that the magnitude of VSL decreases with age, but the value of a particular year of life 

actually increases with age.
21

 They cite different studies to make this case.  One study 
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concluded that the VSL for someone under the age of 45 was 20 times greater than the 

VSL for someone over 65.  Another study found that the VSL for a 48 year-old is ten 

percent less that of a 36 year-old.  Also, one study showed that 50-year-olds valued their 

remaining work life at half the value of a 30-year old.
22

 However, Alberini found that the 

willingness to pay essentially did not decline with age.  In a sample of Canadians and 

Americans, she found that in America there was no significant decline in the WTP for 

those over 70 years old compared to younger people.  There was also no decline in the 

WTP for people with heart and lung disease or cancer, in fact, Alberini notes that, “If 

anything, people so stricken are willing to pay more” to reduce mortality risks.
23

 The 

Office of Management and Budget acknowledges that the literature relating age and VSL 

is “mixed,” and instructs agencies not to use an age adjusted factor for VSL.  The OMB 

discusses the concept of the value of statistical life-years extended as a possible 

alternative, but cautions that this approach can be misleading because a regulation that 

extends more life-years is not necessarily better than one that does not.
24

  

 There is a long history of using CBA in regulatory impact analysis. The OMB 

provides guidance to agencies on valuing life, and this information is based on literature, 

which in turn is based on the economic value that consumers and workers place on 
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valuing risks.  There is flexibility in what value agencies can use for the VSL and the 

assumptions they can make, and the next section will examine implementation within 

various agencies.  
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CHAPTER FOUR 

THE VALUE OF LIFE IN PUBLIC POLICY: PRACTICAL IMPLEMENTATION 

 Applying cost benefit analysis (CBA) appears to be a straight-forward process, 

what some have even called it “deceptively simple.”
1
 It may appear to be an objective 

process of simply adding up costs and comparing them to benefits to make a decision 

about a path forward.  This mindset may be because the CBA approach to public policy 

was borrowed from its application to projects, such as water projects under the 

jurisdiction of the Army Corps of Engineers.  But as Radin points out, there are many 

technical problems associated with applying CBA to policy and program implementation 

that are far different than applying the approach to construction projects.  Using CBA in 

public policy decisions means applying this economic tool to an area with significant 

value conflicts.
2
     

 When an analyst sits down to put pen to paper and determine the costs and 

benefits of implementing a particular policy, there are a number of decisions that must be 

made and variables which can have tremendous implications on the outcome.  The first of 

these challenges is that the analyst performs the calculations at the point of greatest 

uncertainty, before the policy is even implemented.  Analysts must assume certain 

models for the way programs will actually function, but they must do so at a point when 

reasonable assumptions regarding the inputs are least known to them.  The Office of 
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Management and Budget (OMB) recognizes this problem in conducting regulatory 

analysis.  The OMB notes that analysts “rarely, if ever, have complete information,” and 

that data may be “sketchy, incomplete, or subject to measurement error or statistical 

bias.” Accurately understanding key structures in the way the program will actually 

function is a continuing challenge.  The OMB further notes that, “Uncertainties in the 

costs estimate can be significant, in particular because of lack of experience with the 

adjustments that markets can make to reduce regulatory burdens, the difficulty of 

identifying and quantifying opportunity cost, and the potential for enhanced or retarded 

technical innovation.”
3
 

 In a recent speech on Executive Order 13563, the Administrator of the Office of 

Information and Regulatory Affairs, Cass R. Sunstein, noted that the order requires 

retrospective analysis to counter the inadequacies of conducting analysis only at the 

beginning of the process before a program is implemented when uncertainties about costs 

and benefits are the greatest.
4
 Quoting Michael Greenstone, who had been the Chief 

Economist at the Council of Economic Advisors, Sunstein noted that “The single greatest 

problem with the current system is that most regulations are subject to a cost benefit 

analysis only in advance of their implementation.  This is the point when the least is 

known and any analysis must rest on many unverifiable and potentially controversial 

                                                             
3 Office of Management and Budget, Economic Analysis of Federal Regulations Under Executive 

Order 12866, January 11, 1996. 
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regulations, reducing paperwork burdens, and overseeing policies relating to privacy, information quality, 
and statistical programs.  www.whitehouse.gov/omb/inforeg_default (accessed 2/11/2012.) 
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assumptions.”
5
 In discussing analytical perspectives for the fiscal year 2013 federal 

budget, the OMB considered a range of estimates of costs and benefits for various health 

and safety rules that it reviewed in fiscal year 2010.  The OMB noted that the benefits 

and costs are expressed as ranges, and sometimes “wide ranges” because of uncertainty 

about the consequences of the rule.  It was also noted that the net costs per life saved 

varied greatly, from a negative value to approximately $11 million.  The OMB opined 

that a prospective analysis requires predictions about a future that is uncertain.
6
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                             
 

5 Cass R.  Sunstein, “Executive Order 13563: Economic Growth and Public Protection,” Speech 
Delivered at New York University School of Law, April 4, 2011. http://www.whitehouse.gov/sites/default/ 
files/omb/inforeg/speeches/economoic-growth-and-public-protection-04042011.pdf (accessed 
1/11/2012). 
 

6 Office of Management and Budget, Fiscal Year 2013 Analytical Perspectives: Budget of the U.S.  
Government, 97-99.  
 

http://www.whitehouse.gov/sites/default


57 
 

 

Table 2: Selected Rules Reviewed by the OMB with a Range of Benefits and Costs  

(in millions of 2001 dollars) 

_______________________________________________________________________ 
Rule                                                     Agency            Fiscal Year          Benefits               Costs  

                    Reviewed   

 
Energy Efficiency Standards for 

Residential Furnaces and Boilers 

DOE/EE 2008 120-182 33-38 

Fire Safety Requirements for Long-

Term Care Facilities; Sprinkler 

Systems (CMS-3191-F) 

HHS/CMS 2008 53-56 45-56 

Employer Payment for Personal 

Protective Equipment 

DOL/OSHA 2008 40-336 40-229 

Transport Airplane Fuel Tank 

Flammability Reduction  

DOT/FAA 2008 21-66 60-67 

Regulatory Relief for Electronically 

Controlled Pneumatic Brake System 

Implementation  

DOT/FRA 2008 828-884 130-145 

Patient Safety and Quality 

Improvement Act of 2005 Rules 

HHS/AHRQ 2009 69-136 87-121 

Revisions to HIPPA Code Sets HHS/CMS 2009 77-261 44-238 

Washington, DC Metropolitan Area 

Special Flight Rules Area 

DOT/FAA 2009 10-839 89-382 

Passenger Car and Light Truck 
Corporate Average Fuel Economy 

Model Year 2011 

DOT/NHTSA 2009 857-1,905 650-1,910 

Roof Crush Resistance DOT/NHTSA 2009 374-1,160 748-1,189 

Updates to Electronic Transactions HHS/CMS 2009 1,114-3,194 661-1,449 

Automatic Dependent Surveillance-

Broadcast (ADS-B) Equipage 

Mandate to Support Air Traffic 

Control Service 

DOT 2010 0.1-0.2 0.2 

Positive Train Control DOT 2010 <0.1 0.5-1.3 

Pipeline Safety DOT 2010 0.1 0.1 

Source: Office of Management and Budget, Analytical Perspectives on the Budget of the U.S. for Fiscal 

Years 2011, 2012, and 2013.  

 

In addition to the timing of the analysis, another area that requires judgment is 

how to address factors that are difficult, if not impossible, to quantify.  Executive Orders 

regarding regulatory analysis going back to the Reagan Administration through the 

present have recognized the difficulty of quantifying all costs and benefits.  EO 12991 

under Reagan required that agencies describe the costs and benefits of a proposed rule, 

including any adverse or beneficial effects that cannot be quantified in monetary terms, 
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and identify those individuals likely to pay or benefit.
7
 More recently, EO 13563 required 

agencies, where appropriate, to “consider (and discuss qualitatively) values that are 

difficult or impossible to quantify, including equity, human dignity, fairness, and 

distributive impacts.”
8
 The Director of the Office of Information and Regulatory Affairs 

recently elaborated on this provision by providing examples of benefits that were difficult 

to quantify but were benefits nevertheless.  Director Sunstein noted that, for example, 

allowing employees in wheelchairs to use bathrooms by themselves provided a benefit 

related to human dignity.  He also noted that allowing people with mental illnesses to 

enter the workforce, or preventing rape, were examples of benefits preserving human 

dignity that were hard to quantify.
9
 In some cases, agencies do not even estimate the costs 

and benefits of major rules.  Of 33 major rules reviewed by the OMB in FY 2009, 

agencies monetized both costs and benefits for less than half (i.e., 16.) Similarly, agencies 

monetized both costs and benefits for only about half the major rules reviewed by OMB 

in FY 2010 (i.e., 18 of 34.)
10

  

                                                             
7
 Executive Order 12291, “Federal Regulation,” Federal Register 46 (February 19, 1981): 13193. 

 
8
 Executive Order 13563,” Improving Regulation and Regulatory Review,” Federal Register 76 no. 

14 (January 18, 2011): 3821-23.    
 
9
 Cass R.  Sunstein, “Executive Order 13563: Economic Growth and Public Protection,” Speech 

Delivered at New York University School of Law, April 4, 2011. http://www.whitehouse.gov/sites/default/ 
files/omb/inforeg/speeches/economoic-growth-and-public-protection-04042011.pdf (accessed 
1/11/2012). 

 
10 Office of Management and Budget, Fiscal Year 2013 Analytical Perspectives: Budget of the U.S.  

Government, 98; Office of Management and Budget, Fiscal Year 2012 Analytical Perspectives: Budget of 
the U.S. Government, 88. 
 

http://www.whitehouse.gov/sites/default
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 When costs and benefits of potential regulatory action are considered, the ones 

who bear the costs and the ones who receive the benefits are not always the same.  

Regulatory action may have differing impacts on groups based on factors such as their 

income, race, or sex.  The OMB notes that agencies should describe the distributional 

effects of regulations among sub-populations, and be on guard for changes in treatment or 

outcome for different groups.  The guidance also notes that costs and benefits should be 

considered over time to determine how different generations of populations are 

affected.
11

      

 One potential peril is that so much uncertainty may lead analysts to apply a fudge 

factor and make assumptions tilted toward justifying policy implementation.  The OMB 

recognizes this potential and cautions agencies against using data, models, and 

assumptions that overestimate the potential benefits of regulatory action.  The OMB 

states as follows: 

The data, assumptions, models, and inferences used in the risk assessment to 

construct quantitative characterizations of the probabilities or occurrence of 

health, safety, and ecological effects should not reflect unstated or unsupported 

preferences for protecting public health and the environment, or unstated safety 

factors to account for uncertainty and unmeasured variability.  Such procedures 

may introduce levels of conservatism that cumulate across assumptions and make 

it difficult for decisionmakers to evaluate the magnitude of the risks involved.
12

  

 

Another variable in the CBA analysis is the dilemma that costs and benefits may 

occur at different points in time, even over several generations.  To address this concern, 

                                                             
11 Office of Management and Budget, Circular A-4 Regulatory Analysis, September 17, 2003, 14. 

 
12 Office of Management and Budget, Economic Analysis of Federal Regulations Under Executive 

Order 12866, January 11, 1996. 
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the OMB notes that agencies should use discounting.  Discounting operates on the 

economic principle of the time value of money, and that people prefer present to future 

consumption.  As a result, benefits and costs that occur sooner are generally considered 

more valuable.
13

 It is common for agencies to express costs and benefits in terms of 

present value, and the discount rate used for future costs and benefits can make a 

significant difference in the present value of those impacts.  A higher discount rate tends 

to reduce the present value.
14

  

The OMB has attempted to address the question of what discount rate to use by 

requiring agencies to conduct analysis using two rates: 3 percent and 7 percent.  The 3 

percent rate is recommended when the proposed regulation primarily impacts private 

consumption, and is an approximation of the rate of return on long term government debt.  

The 7 percent discount rate is recommended when the primary purpose of the regulation 

is to alter the use of money in the private sector, and is an approximation of the rate of 

return of private capital in the U.S.
15

 However, even with this guidance, there are still 

aspects and decisions about discounting that are left in the hands of analysts.  Sometimes 

agencies may provide analysis using both a 3 percent and 7 percent discount rate.  That is 

what the Environmental Protection Agency did in 1998 when setting rules limiting 

wastewater discharges and toxic air emissions from pulp and paper mills.  The OMB goes 

                                                             
13 Office of Management and Budget, Circular A-4 Regulatory Analysis, September 17, 2003, 32.   

 
14 Office of Management and Budget, Circular A-94 Revised Guidelines and Discount Rates for 

Benefit-Cost Analysis of Federal Programs, October 29, 1992, 8. 
 

15 Office of Information and Regulatory Affairs, Regulatory Impact Analysis: A Primer, 11.   
www.whitehouse.gov/sites/default/files/omb/inforeg/regpol (accessed 1/21/2012). 
 

http://www.whitehouse.gov/sites/default/files/omb/inforeg/regpol%20(accessed%201/21/2012
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on to say that there may be instances when the appropriate discount rate is outside the 

range of 3 to 7 percent.
16

 The discount rates in Appendix C of OMB Circular A-94 are 

updated annually.  However, the OMB notes that these rates are used for cost 

effectiveness, rather than cost benefit analysis.
17

  

It is important to note that the use of any discount rate raises concerns.  

Essentially a discount rate values the present more than the future, and that means present 

analysts are making decisions for future generations.  The OMB notes that it may be 

inappropriate to apply any discount rate at all because future citizens affected by policy 

choices made today have no part in making the decision.  The OMB notes that applying 

even a lower rate of 3 percent can create “serious ethical problems.”
18

 Specifically to the 

point of this thesis, when considering the value of human life, the discount rate 

essentially values current life at a higher rate than future life.  However, the OMB goes 

on to note that using a zero discount rate could cause significant problems because very 

small improvements in health and safety would justify large costs currently because the 

benefits would go on indefinitely.  To address this dilemma, the OMB notes  

that agencies may use a discount rate in the range of 1 to 3 percent.
19

 As demonstrated by 

the flexibility in the OMB guidance, the discount rate is yet another significant factor that 

is left to the discretion of the agency in conducting a regulatory impact analysis.   

                                                             
16 Office of Management and Budget, Circular A-4 Regulatory Analysis, September 17, 2003, 34. 

 
17 Office of Management and Budget, Memo from Jacob J. Lew, Director, 2012 Discount Rates for 

OMB Circular No. A-94, January 3, 2012. 
 

18 Office of Information and Regulatory Affairs, Regulatory Impact Analysis: A Primer, 11.   
www.whitehouse.gov/sites/default/files/omb/inforeg/regpol (accessed 1/21/2012). 
 

http://www.whitehouse.gov/sites/default/files/omb/inforeg/regpol%20(accessed%201/21/2012
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Another variable that can make a substantial difference in the quantification of 

costs and benefits regarding health, safety, and environmental public policy is the number 

chosen for the value of a statistical life, or VSL.  Earlier it was noted that the OMB cites 

literature that expresses a value for VSL ranging from $1 million to $10 million.
20

 While 

this is not a mandate, it serves as a reference point for agencies to use.  Even if agencies 

stay within this range for their calculations, it varies by a factor of 10, and that level of 

variation influences whether the benefits of a policy are justified economically.  It is 

beneficial now to consider how broad the range of VSL values has been across agencies.     

When the Nuclear Regulatory Commission set out to reassess the value they 

should assign to consequences of exposures to radiation, they reviewed a number of 

broad subject areas that dealt with saving lives.  This analysis used the work of John W. 

Baum at the Brookhaven National Laboratory.
21

 Baum looked at 11 areas of health 

savings to determine the median value for saving a statistical life and found that values 

ranged from $260,000 for transportation safety to $15 million for radiation related 

activities.  Baum found there was some difference based on considering the median 

verses the mean values, with a median value of $2.5 million and a mean value of $3.9 

million.
22

 Citing Baum’s work, the NRC noted that a review of several examples of 

                                                                                                                                                                                     
19

 Ibid., 12. 
 

20 Office of Management and Budget, Circular A-4 Regulatory Analysis, September 17, 2003, 34.   
 

21 U. S. Nuclear Regulatory Commission, “Value of Public Health and Safety Actions and Radiation 
Dose Avoided,” NUREG/CR-6212. Prepared by J. W. Baum (Upton, New York: Brookhaven National 
Laboratory, April 1994). 
 

22 U.S.  Nuclear Regulatory Commission, “Reassessment of NRC’s Dollar Per Person-Rem 
Conversion Factor Policy,” NUREG-1530, December 1995, 5-6. 
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safety regulations demonstrated implied values of a statistical life ranging from $130,000 

to $91 billion.
23

 In the late 1980s, Bryner noted that assigning a dollar value to human life 

was the most controversial part of cost benefit analysis, and that it varied greatly from 

agency to agency.  The EPA at that time used values from $1 to $2 million, and OSHA 

used figures from $2 to 5 million.  The Federal Aviation Administration used a precise 

value of $650,083.  Comparatively, the median cost per life-year saved from OSHA 

programs was estimated to be 400 times more than for programs under the National 

Highway Traffic Safety Administration.
24

       

In guidelines to agencies on standardizing costs and benefits in 2000, the OMB 

acknowledged that choosing a value of life is a continuing discussion.  The OMB further 

noted that there was variation across agencies, and that agencies are using estimates “they 

believe appropriate for their particular regulatory circumstances.”
25

 The OMB noted an 

example within the same agency where one value was used for one recent regulation and 

a different number was used for a different regulation.  For example, the Food and Drug 

Administration used $2.5 million per statistical life for a tobacco regulation, and $5 

million in a rule dealing with mammograms.  Years later in language that is essentially 

the same as in the 2000 memo, the OMB gave approval to this flexible approach by 

agencies by noting that valuing fatal risks is an evolving field and instructed agencies in 

                                                                                                                                                                                     
  
                23 Ibid., 10.  Values are in 1990 dollars. 
 

24 Gary Bryner, Bureaucratic Discretion: Law and Policy in Federal Regulatory Agencies (New York: 
Pergamon Press, 1987), 55. 
 

25  Office of Management and Budget, Memo from Jacob J. Lew, Director, Guidelines to 
Standardize Measures of Costs and Benefits and the Format of Accounting Statements, March 22, 2000, 
12. 
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the following way: “The valuation of fatality risk reduction is an evolving area in both 

results and methodology.  Hence, you should utilize valuation methods that you consider 

appropriate for the regulatory circumstances.”
26

 The OMB also gave tacit approval for 

agencies to use a value outside the range they previously noted, (i.e., $1 million to $10 

million), when they stated, “Since the literature-based VSL estimates may not be entirely 

appropriate for the risk being evaluated (e.g., the use of occupational risk premia to value 

reductions in risks from environmental hazards), you should explain your selection of 

estimates and any adjustments of the estimates to reflect the nature of the risk being 

evaluated.”
27

 The OMB only required that agencies explain their methodology, and 

discuss choices they make that include “significant deviations from the prevailing state of 

knowledge.”
28

 This flexibility that agencies exercise in assigning a value of statistical life 

can have broad implications in the CBA, and potentially make proposed rules and 

regulations that appear unfavorable when a smaller VSL is used more attractive when the 

number is adjusted higher.      

It is clear from the previous discussion that the issue of what value to choose for a 

statistical life is far from settled.  There is flexibility built into the system to allow 

agencies latitude in what number they choose.  There is also ongoing debate about 

whether or not, and to what degree, any VSL should be adjusted.  The OMB notes that 

                                                             
 

26 Office of Management and Budget, Circular A-4 Regulatory Analysis, September 17, 2003, 30-
31. 
 

27 Ibid., 31. 
 

28 Ibid. 
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these factors include “whether the mortality risk involves sudden death, the fear of 

cancer, and the extent to which the risk is voluntarily incurred.”
29

 The guidance goes on 

to say that while the EPA Scientific Advisory Board that reviewed these issues did not 

find justification to adjust the VSL for most of these factors, it concluded that it was 

appropriate to adjust for income and time lag in health effects.  Debate on this subject is 

certain to continue.   

Sometimes calculations actually reflect cost effectiveness analysis (CEA) rather 

than CBA. Cost effectiveness analysis is generally used to compare a set of regulatory 

actions with the same primary outcome.
30

  A CBA evaluates likely outcomes of 

regulatory choices.  The general premise in CBA is that if benefits exceed costs, then the 

policy is acceptable.
31

  Cost effectiveness generally compares options relative to a given 

objective generally without considering the merit of the objective. In the late 1990s, the 

General Accounting Office reported that many of the analyses they reviewed were 

actually cost effectiveness and not cost benefit analyses.
32

  In the context of regulatory 

impact analysis, a CBA is often used ostensibly to establish the justification to move 

forward with a rule or not, whereas a CEA is often used to determine which alternative is 

                                                             
29

 Ibid., 30.  
 
30

 Ibid., 11. Circular A-4 notes that CBA can also be used to compare alternatives by measuring 
the net benefits and comparing them between projects.  

 
31 James E.  Anderson, Public Policymaking, 6th ed. (Boston: Houghton Mifflin Company, 2006), 

276. 
 

32 U.S. General Accounting Office.  Regulatory Reform: Comments on S.  981 - The Regulatory 
Improvement Act of 1997, Statement of L. Nye Stevens, Director, Federal Management and Workforce 
Issues, General Government Division, Before the Committee on Governmental Affairs, U. S. Senate.  
GAO/T-GGD/RCED-97-250, U. S. Government Printing Office, September 12, 1997, 8. 
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best considering that an objective has to be accomplished.  This distinction is important, 

because in a CEA, there may no longer be a question of whether or not action will occur, 

but rather, what that action will be.  In A Practical Guide for Policy Analysis, Bardach 

notes that a cost effectiveness approach typically assumes fixed outputs or resources, 

where fixed resources may be the budget and a fixed output is generally a target such as a 

pollution abatement level.  In the typical case of a fixed output, the CEA involves 

understanding how changes in the resources can be made to improve productive 

efficiency.
33

   

Agencies can find themselves in the position of having to take action based on 

legislation, court decisions, or political considerations.  Analysis can be used to 

determine how to implement the action rather than whether or not to take any action.  If 

an agency has decided that action must be taken to address a risk, that analysis starts to 

resemble a CEA more than a CBA, regardless of what the agency calls it.  That 

distinction can also affect the assumptions that are made in the impact analysis.  

Understanding this potential is critical, because it may lead to assumptions in the analysis 

being made to justify an action that the agency has decided to pursue (or that it must 

pursue), which is much different than a purely objective analysis conducted by the 

agency to determine if action should be taken in the first place.      

The Nuclear Regulatory Commission (NRC) studied this issue when they were 

reassessing the economic value to assign for radiological exposure to people.  Quoting a 

study by Travis, et al, the NRC noted that when the lifetime cancer risk exceeded a 

                                                             
33 Eugene Bardach, A Practical Guide for Policy Analysis, 4th ed. (Los Angeles: Sage Publications, 

2012), 35.   
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certain level (i.e., 4X10
-3

 additional risk of cancer), chemicals were regulated regardless 

of cost.  When risks ranged from 10
-6

 to 4X10
-3

, regulations were implemented if the 

VSL was less than $2 million.  The NRC noted that “the value of a statistical life derived 

from previous regulatory decisions is uncertain or unclear, since it is most likely that in 

these instances the decision was not based on a cost-benefit analysis but rather was based 

solely on the unacceptability of the risk.”
34

 For their own analysis, the NRC notes that 

taking no action should be considered, unless the action is mandated by either legislation 

or the courts.
35

  

Even when a CBA is conducted and costs exceed benefits, agencies may still take 

action even if it is not mandated by legislation.  In the analytical perspective on the fiscal 

year 2011 budget, the OMB reviewed the benefits and costs of major rules reviewed in 

2008.
36

  The report noted that for the Transport Airplane Fuel Tank Flammability 

Reduction rule, the costs actually exceeded benefits for most of the estimated range.  The 

Federal Aviation Administration (FAA) acknowledged that there was uncertainty in the 

calculation and noted that it was important not to rely on a single estimated value.  In the 

judgment of FAA, the correct public policy choice was to eliminate the risk of a high 

consequence accident by proceeding with the final rule.  The FAA also estimated the net 

costs per life saved at $8.5 million ($2001), but noted that in addition to this value, the 

                                                             
 
34 U.S.  Nuclear Regulatory Commission, “Reassessment of NRC’s Dollar per Person-Rem 

Conversion Factor Policy,” NUREG-1530, December 1995, 10. 
 

35 U.S.  Nuclear Regulatory Commission, “Regulatory Analysis Guidelines of the U. S. Nuclear 
Regulatory Commission,” NUREG/BR-0058, September 2-4, 34. 
 

36 Office of Management and Budget, Analytical Perspectives: Budget of the U.S. Government 
Fiscal Year 2011, 94-95.  
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net cost per life for retrofitting cargo planes, one provision of the rule, was $31 billion, 

though the majority of the benefits for that provision were not for mortality risks.
37

 

Several of the major rules reviewed in FY 2009 and 2010 also have broad ranges for both 

costs and benefits, and depending on what point is chosen in the range, the costs may 

well exceed the benefits.
38

 See Table 2 for several examples.              

Guidance on the EPA website notes that “the benefit-cost test alone is not the only 

relevant criterion for evaluating public policies since it omits important aspects of the 

policy decision.” The EPA further notes that CBA is “only one of many inputs into policy 

evaluation.  Other factors include environmental justice considerations; ethical concerns; 

enforceability; legal consistency; and technological and institutional feasibility.”
39

 

It is clear that the regulatory impact analysis reflects the great degree of 

uncertainty with the effects of programs yet to be implemented.  Wide ranges of 

estimated economic costs and benefits, different values for a statistical life chosen under 

different circumstances, different discount rates, and agency discretion that is sometimes 

exercised to proceed with a rule even when the CBA does not make a compelling case, 

demonstrates that much of the analysis may actually be CEA, justifying the 

                                                             
37

 Office of Management and Budget, Analytical Perspectives: Budget of the U. S. Government 
Fiscal Year 2011, 95. 
 

38 Office of Management and Budget, Analytical Perspectives: Budget of the U. S. Government 
Fiscal Year 2013, 89.  Office of Management and Budget, Analytical Perspectives: Budget of the U. S. 
Government Fiscal Year 2012, 94. 
 

39 Frequently Asked Questions on Mortality Risk Valuation, 
http://yosemite.epa.gov/ee/epa/eed.nsf/webpages/MortalityRiskValuation.html#whatisvsl (accessed 
11/21/2011). 
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implementation of a policy and informing a choice between alternatives rather than 

serving as a make-or-break exercise in whether or not a rule goes forward.     

Implementation within Agencies 

Decision makers and analysts in regulatory agencies face a variety of decisions 

and variables valuing life for public policy.  Conducting the CBA prospectively, 

addressing variables that are difficult to quantify, selecting a discount rate, and choosing 

the particular value of a statistical life (VSL) all add flexibilities into the way that 

agencies conduct CBA.  The last section provided some brief examples of how these 

variations have been manifested in the regulatory impact analysis in some agencies.  This 

next section will examine more specifically how some agencies address the challenge of 

assigning a VSL.   

The Environmental Protection Agency (EPA) promulgates several rules and 

regulations every year.  According to the Office of Information and Regulatory Affairs, 

OIRA, EPA has more regulatory actions currently under review than any other agency.
40

 

The EPA has official guidance on the value of a statistical life, and other agencies often 

look to the EPA for guidance with their own analysis.  The EPA issued guidance in 2010 

that cited several studies estimating the VSL. The EPA recommends using the central 

estimate of those values which is $7.4 million ($2006).  This was an update to the value 

recommended in 1990 of $4.8 million.
41

 This effort was intended to bring some 

                                                             
40 www.whitehouse.gov/omb/inforeg_default (accessed 2/14/2012). 

 
41 Environmental Protection Agency, Guidelines for Preparing Economic Analysis, December 17, 

2010, B-1 and B-2. 
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standardization to the use of VSL by EPA offices.  The EPA guidance noted that there 

had been some variation in the values used by offices, noting that the Office of Air and 

Radiation had used values ranging from $1 million to $10 million from 2004 through 

2008.  The Guidance essentially states that it is interim, and that the field continues to 

evolve, but suggest using the $7.4 million “while the Agency continues its efforts to 

update its guidance on this issue.”
42

  

The EPA considered making adjustments to the VSL for a number of variables, 

but essentially mirrored the guidance from the OMB, noting that the literature only 

justifies adjustments for increased future income and discounting.  It was acknowledged 

that the literature for VSL is mostly based on risk of immediate fatalities, and may not 

accurately reflect the benefits of environmental policies which tend to delay health 

problems.  However, the EPA guidance suggests that taking this approach to VSL 

revision may actually lead to a decrease, since economic theory suggests that delaying 

health effects is considered less valuable than reducing immediate health effects.
43

 The 

EPA is currently considering different methods of valuation, including a Value of 

Mortality Risk in lieu of a VSL, which would be related more to dollars per risk 

reduction than dollars per life.
44

 Two other approaches discussed by the EPA are value of 

statistical life-years, which is the VSL divided by expected remaining life expectancy, 

                                                             
42 Ibid., B-3.  In Section 7.2.1.1 on page 7-8 of the guidance document, the EPA recommends a 

default central value of $7.9 million in 2008 dollars. 
 

43 Ibid., B-4. 
 

44 http://yosemite.epa.gov/ee/epa/eed.nsf/webpages/MortalityRiskValuation.html#whatisvsl 
(accessed 11/21/2011.) 
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and applying risk reduction values based on age of incidence.  The EPA guidance 

document notes that neither approach is well supported in literature and neither is 

recommended.
45

 

While the EPA attempts to add standardization to the specific VSL used by its 

offices, there continues to be wide variation in the estimates of ranges provided for costs 

and benefits of EPA rules.  In an analysis of health and safety rules reviewed in fiscal 

year 2008, the OMB noted that benefits for the National Ambient Air Quality Standard 

for Ozone rule ranged from around $1.6 million to almost $15 million, while the 

estimated costs were between $6.7 million and $7.7 million.  The OMB estimated the 

range of net costs per life saved for that rule to range from 2.7 to 28, a factor of 10.  The 

OMB also noted that estimates for this rule excluded the financial impact of 

implementing the rule in parts of California, and that the estimates assumed “aggressive 

technological change.”
46

 In an estimate of the rule that controlled emissions from new 

locomotives, the net costs per lives saved was estimated to be negative, because EPA 

reported that the when the costs of illnesses prevented and other benefits were subtracted 

from compliance costs, the result was actually costs savings.
47

     

The benefits for the National Ambient Air Quality Standard rule for Lead were 

expressed in a range greater than a factor of 10, from $455 million to $5,203 million.  

The benefits reflect uncertainty about the effects of reducing lead exposure (e.g., on the 

                                                             
45 Environmental Protection Agency, Guidelines for Preparing Economic Analysis, December 17, 

2010, B-5. 
 

46 Office of Management and Budget, Analytical Perspectives: Budget of the U. S. Government 
Fiscal Year 2011, 95.   
 

47 Ibid. 
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measurable effects on the cognitive function in children.)
48

 In the rule for the National 

Ambient Air Quality Standard for Sulfur Dioxide, the EPA estimated the benefits to 

range from $2.8 million to almost $39 million, while they estimated the costs to be 

between $0.3 million and $2 million.  For this rule, the EPA adjusted the VSL to account 

for increases in income through 2020, resulting in a VSL of $8.9 million.
49

      

Table 3 Selected Environmental Protection Agency Rules in Fiscal Years 2008-2010 

with Range of Benefits and Costs  

(in millions of 2001 dollars) 

____________________________________________________________ 
                    Rule                                   Fiscal Year            Benefits                   Costs                                                                                                                      

                                                    Reviewed                                                                       

 
Control of Emissions from New 

Locomotives and New Marine 

Diesel Engines Less than 30 Liters 

per Cylinder 

2008 4,145-14,550 295-395 

Control of Emissions from New 

Locomotives and New Marine 

Diesel Engines Less Than 30 Liters 

per Cylinder 

2008 899-4,762 196-200 

Review of the National Ambient Air 

Quality Standard for Ozone 

2008 1,581-14,934 6,676-7,730 

Review of the National Ambient Air 

Quality Standards for Lead 

2009 455-5,203 113-2,241 

Review of the National Ambient Air 

Quality Standards for Sulfur 
Dioxide 

2010 2.8-38.6 0.3-2.0 

Source: Office of Management and Budget, Analytical Perspectives on the Budget of the U.S. for Fiscal 

Years 2011, 2012, and 2013. 
 

The Environmental Protection Agency’s approach to regulatory impact analysis 

has been scrutinized in the past.  In the late 1990’s, the Congressional Research Service 

                                                             
 
48 Office of Management and Budget, Analytical Perspectives: Budget of the U.S.  Government 

Fiscal Year 2012, 89.  The text of the report states the upper range of benefits is $5,203 billion, but the 
accompanying table indicates $5,203 million.  The author assumes the correct value is the one in the 
table.    
 

49 Office of Management and Budget, Fiscal Year 2013 Analytical Perspectives: Budget of the U.S.  
Government, 97-99.  
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(CRS) reported on the Environmental Protection Agency’s implementation of various 

mandates.
50

 Quoting a study from the General Accounting Office, the CRS noted that 

some EPA analyses did not identify important economic assumptions or explain the 

rationale for using assumptions.  The CRS noted that variation might reflect varying risks 

and management strategies, but also suggested that there were other factors at play 

influencing the analysis, noting that, “Finally, EPA regulations might vary for less 

innocent reasons reflecting political influence, incompetence, or fluctuating levels of 

effort.”
51

  Specifically regarding the value of a statistical life that was used, the General 

Accounting Office (GAO) found that there was great variation in the EPA numbers. The 

GAO observed the following:  

Even in those cases in which the assumptions were identified, the reasons for the 

values used were not always explained. For example, one analysis assumed a 

value of life that ranged from $1.6 million to $8.5 million while another—

prepared in the same year—assumed a value of life that ranged from $3 million to 

$12 million. In neither case did the analyses clearly explain why the values were 

used.
52

     

 

 The Occupational Safety and Health Administration, OSHA, is responsible for 

promulgating rules to protect the safety and health of workers.  OSHA has recently 

                                                             
50

 www.loc.gov/crsinfo (accessed 2/17/2012.) The Congressional Research Service (CRS) works 
exclusively for the United States Congress, providing policy and legal analysis to committees and 
Members of both the House and Senate, regardless of party affiliation.  As a legislative branch agency 
within the Library of Congress, CRS has been a valued and respected resource on Capitol Hill for nearly a 
century.   
 

51
 Congressional Research Service, “EPA’s Response to the Clinton Orders,” Risk Analysis: 

Background on Environmental Protection Agency Mandates 98-619, June 12, 1998.  
 

52 U.S. General Accounting Office.  Regulatory Reform: Comments on S.  981 - The Regulatory 
Improvement Act of 1997, Statement of L. Nye Stevens, Director, Federal Management and Workforce 
Issues, General Government Division, Before the Committee on Governmental Affairs, U. S. Senate.  
GAO/T-GGD/RCED-97-250, U. S. Government Printing Office, September 12, 1997, 7. 
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looked to EPA for analysis guidance. For example, in its rule on General Working 

Conditions in Shipyard Employment published in May 2011, OSHA monetized the costs 

and benefits based on guidance from the EPA and OMB.  OSHA estimated that the rule 

would prevent 1.2 fatalities each year.  In the analysis section, OSHA noted that the EPA 

recommended using a value of $8.7 million, when adjusted to 2010 dollars.  OSHA 

justified this choice of VSL, noting that it was within the range of $1 million to $10 

million referenced in OMB Circular A-4.  The 1.2 lives saved at $8.7 million VSL meant 

a savings from prevented deaths of $10.4 million.  The total annual benefit, including 

injuries prevented, was estimated to be $33.8 million, and the estimated total annual costs 

of compliance were $4.2 million.
53

 Since it was estimated that only 1.2 fatalities would 

be prevented, it is interesting to note that if the VSL chosen had been at the low end of 

the range cited by OMB, the compliance costs could have significantly exceeded the 

monetary value of deaths prevented. The EPA is multi-program independent agency and 

the sheer volume of rule-making occurring in the agency may explain why the EPA 

develops its own guidance that other organizations like OSHA follow.     

 The United States Consumer Product Safety Commission (CPSC) issues rules to 

protect the public from unreasonable risks of injury or death from thousands of types of 

consumer products under the agency's jurisdiction.
54

 The CPSC has varied somewhat in 

its approach to using a VSL.  As an example, correspondence within the agency in 2003 

                                                             
53 Occupational Safety and Health Administration, “General Working Conditions in Shipyard 

Employment: Final Rule,” 5/2/2011.  OSHA estimated 348 injuries prevented at $67,000 per injury. 
 

54 www.cpsc.gov (accessed 2/18/2012). 
 

http://www.cpsc.gov/
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related to the decision to use a range of values from $3 million to $7 million, rather than 

the standard $5 million that was normally used.  In response to the question of why a 

range of values was used, the staff indicated that they wanted to show that, “the estimates 

of SVL (Statistical Value of Life) are not precise and can vary.” The staff further noted 

that “This approach allowed us to conduct the analysis without attributing a specific 

value to life, even if only in a “statistical” sense.”
55

 The staff contended in the memo that 

if they had used the standard value of $5 million instead of the range, the discussion of 

the findings would have changed, but the general conclusions would not.  However, they 

acknowledged that using the range allowed them to show that the benefits exceeded the 

costs, even if the standard was less effective.   

 This interaction provides valuable insight into the inter-agency workings in at 

least one instance regarding the valuation of life in the regulatory impact analysis.  While 

only the people directly involved will likely know all the conversations and levels of 

contemplation that occurred related to this matter, what can be inferred from the 

information that is publically available is that staff made a decision at their discretion to 

use a range of values for a statistical life instead of the standard value that had typically 

been used.  This decision was questioned by the Commissioner, and a justification by the 

staff defended the decision by essentially asserting that the general conclusions of the 

analysis were not impacted, but the decision to use the range of values allowed them to 

                                                             
55 www.cpsc.gov/library/foia/foia03/brief/babybath.pdf (accessed 1/25/2012),  “Response to 

Question from Commissioner Moore about the way the concept of the statistical value of life was used in 
the preliminary regulatory analysis for baby bath seats,” Memorandum from Jacqueline Elder, Assistant 
Executive Director for Hazard Identification and Reduction and Gregory B.  Rodgers, Ph.D., Senior Staff 
Coordinator, EC, to Commission (Todd Stevenson, Secretary), August 22, 2003.     

http://www.cpsc.gov/library/foia/foia03/brief
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justify advancing the regulation even if it was less effective.  This case would seem to 

illustrate the discretion that can be exercised by analysts and bureaucrats at lower levels 

within agencies.     

In other instances, the CPSC steadfastly held to the value of $5 million, even 

when suggestions were made that they should not.  In December 2006, the CPSC released 

a peer reviewed report of the preliminary regulatory analysis supporting the proposed rule 

to address upholstered furniture flammability.  For that rule, the value of $5 million was 

used as the VSL.  One of the peer reviewers noted that $5 million was in the range of the 

$3 million to $7 million based on the work of Viscusi, et al, but that was in 1990 dollars 

and should be adjusted to current dollar values.  In response, the CPSC staff noted that 

while they agreed that adjustment might be desirable to account for the inflationary 

differences between 1990 and 2006, they planned to leave the value at $5 million.  The 

staff further noted that their work included a sensitivity analysis that evaluated the results 

at the higher value of $7 million, which was “in line with what EPA and other federal 

agencies use.”
56

      

The Nuclear Regulatory Commission formulates policies and develops 

regulations governing nuclear reactor and nuclear material safety.
57

 The Commission sets 

the value for considering costs and benefits of providing safeguards to protect workers 

and the general public from radiation exposure from facilities under its jurisdiction.  In 

                                                             
56 www.cpsc.gov/library/foia/foia07/brief/ufurn1.pdf (accessed 1/25/2012). Consumer Product 

Safety Commission, Status Report: Peer Reviewed CPSC Staff Research Reports on Upholstered Furniture 
Flammability, December 2006. 
 

57 www.nrc.gov (accessed 2/18/2012). 
 

http://www.cpsc.gov/library/foia/foia07/brief/ufurn1.pdf%20(accessed%201/25/2012
http://www.nrc.gov/
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1995 the commission reassessed the monetary value it was using associated with the 

consequences of radiological exposure, expressed as dollars per person-rem.
58

 The NRC 

felt the need to review this value because it had been used for the previous two decades, 

and the value of the dollar and the estimates of fatalities from latent cancer from radiation 

exposure had changed during that time.  When the value was last reviewed in 1975, the 

Commission noted that there was no consensus on a value and it involved “aesthetic, 

moral, and human values that are difficult to quantify.”
59

 Nevertheless, the Commission 

set $1,000 per person-rem as the value to use in CBA.  As part of the 1995 reassessment 

of this value, the Commission reviewed the literature to determine a statistical value for 

life.  Referencing work by J. W. Baum, the Commission noted that - based on valuation 

of statistical life in 11 areas including transportation, healthcare, and occupational safety - 

the median VSL was $2.5 million and the mean value was $3.9 million.
60

 The 

Commission noted that any dollar value should be reasonable and representative, and that 

“A value of a statistical life of $3 million seems to best match these objectives.”
61

 Based 

on this VSL, the Commission raised its value for radiation exposure to $2,000 per person-

                                                             
58

 REM stands for Roentgen Equivalent Man, and is a measure of the effective dose of radiation 
exposure. 
 

59
 U.S. Nuclear Regulatory Commission, “Reassessment of NRC’s Dollar Per Person-Rem 

Conversion Factor Policy,” NUREG-1530, December 1995, 2. 
 

60 The median value is the middle value at which an equal number of values are above and 
below, whereas the mean is the sum of the values divided by the number in the population. 
  

61 U.S. Nuclear Regulatory Commission, “Reassessment of NRC’s Dollar Per Person-Rem 
Conversion Factor Policy,” NUREG-1530, December 1995, 11. 
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rem.
62

 This value was codified in the report and incorporated into NRC guidance.  The 

NRC noted in the reassessment that the dollar value would be subject to periodic review 

and would consider new research addressing the VSL in decision making by federal 

entities, or a change in radiation risk coefficients.
63

 The value of $2,000 per person-rem 

was reaffirmed in the 2004 revision of NRC guidelines.
64

  VSLs may be adjusted 

annually by agencies to reflect inflation, periodically to reflect a new baseline, or both.  

The NRC appears to be somewhat of an exception to the approach used by other agencies 

discussed in this section, in that it does not use a range of values for VSL and only re-

baselined the specific VSL that it uses once since the mid 1970s.  Although adjustment 

for VSL values is not consistently implemented across agencies to reflect either a new 

baseline or inflation, the values that some others use appear to be adjusted on a more 

frequent basis than that used by the NRC.  The NRC is currently considering revising the 

VSL they use for analysis.           

 It is apparent that using a value of a statistical life as an input to a cost benefit 

analysis has several layers of complication that add subjectivity to the process.  Even 

when a specific VSL is used, there are also a number of other factors that add variation to 

the process.  The assumptions that are made in the regulatory analysis can result in wide 

                                                             
62

 The dollars per person-rem is the product of the value of a statistical life multiplied by the risk 
coefficient for stochastic health effects, in this case $3 million X 7.0X10

-4
, which equals $2,100.  Citing the 

uncertainties in the calculation, the NRC rounded the number to the nearest thousand, $2,000 per 
person-rem. 
  

63 U.S. Nuclear Regulatory Commission, “Reassessment of NRC’s Dollar Per Person-Rem 
Conversion Factor Policy,” NUREG-1530, December 1995, 14. 
 

64 U.S. Nuclear Regulatory Commission, “Regulatory Analysis Guidelines of the U.S. Nuclear 
Regulatory Commission,” NUREG/BR-0058 Revision 4, September 2004, 31. 
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ranges of costs and benefits, and the thought process behind those numbers often remains 

dubious.  There is flexibility in the process, tacitly approved by the OMB, in areas such 

as how to address costs and benefits that are not easy to quantify, how much to discount 

future benefits, and what value - or range of values - to use to represent the value of a 

statistical life.  Different agencies use different values for the VSL, and in some cases, a 

different value for VSL is used within the same agency for different rules.   

 In addition to the considerations in the CBA, there are examples where rules 

proceed to implementation even when the benefits do not exceed costs.  There is also the 

underlying issue that in some instances, the agency has decided to implement a rule, at 

which point the purpose of the cost benefit analysis appears to be more to justify the 

decision.  
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CHAPTER FIVE 

FINDINGS AND CONCLUSIONS 

This thesis examined public policy through the lens of applying Cost Benefit 

Analysis to the process and the practice of assigning a value to a statistical human life.  I 

chose this topic because it is both seemingly straight-forward and controversial.  I 

attempted to step back and determine why our society would contemplate such an 

approach in the first place, and the actual results that we observe from this effort.   

This thesis attempts to answer the question: Is the way that we treat the value of 

human life in public policy a manifestation of the theory of Possessive Individualism 

advanced by C. B. Macpherson, and does it then lead to a loss of all considerations of 

economic justice as Macpherson feared?  If Macpherson is correct, we will observe the 

following progression.  Our society places a market value on virtually everything, 

including an individual.  This leads to comfortably (or at least, not uncomfortably) 

valuing human life in several areas of society, including public policy.  We use economic 

tools, including cost benefit analysis, ostensibly as a way to objectively quantify the costs 

and benefits of public policy activities in a way that ensures the results are value-neutral.  

Since the results will be value-neutral, only the benefits to recipients that are quantifiable 

will be considered and this will lead to limited economic justice considerations in the 

results.  Therefore, if Macpherson is correct, one result of our possessive individualistic 

society is that we will lose all sense of economic justice in our public policy process.  

Putting a value on human life, and implementing that approach with fidelity, would seem 

to validate what Macpherson feared, a society that views people as commodities, 
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objectively and rigidly applies economic tools to regulatory impact analysis, and ignores 

the deeper needs of people that cannot be neatly quantified. 

Several germane findings came from this effort.  First, the history of our society 

follows the Possessive Individualism model proposed by Macpherson in which we feel 

comfortable putting a market value on everything, including human life.  In his seminal 

work, The Political Theory of Possessive Individualism: Hobbes to Locke, C. B. 

Macpherson opines that western liberal societies, such as the United States, operate under 

the vision of Hobbes and Locke.  In the model that develops under that vision, essentially 

everything can be reduced to a marketable commodity.  The value of life itself becoming 

a commodity traded in the marketplace is a consistent evolution of this concept.  Some 

scholars had disagreements with specific aspects of Macpherson’s interpretations, but did 

not deal a fatal blow to his conclusions.  In one of Macpherson’s last works, The Rise and 

Fall of Economic Justice, published in the mid 1980s, he explored the possible future of 

economic justice in western liberal societies and concluded that it essentially has no 

future. 

Government agencies use economic tools as part of the regulatory impact analysis 

process in an attempt to objectify the process.  Tools such as Cost Benefit Analysis 

ostensibly bring unbiased rationality to decision making about allocating resources and 

restricting activities that can result in negative consequences.  There is great discomfort 

with this approach among many influential political theorists because they believe CBA 

goes too far and causes policy analysts and decision makers to turn a blind eye to the 

intangible costs and benefits to people.  The opinion of several political theorists was 
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explored, and a mixed picture emerges of how economic tools can be used to determine 

the costs and benefits of public policy, especially when it is used to value life.  One 

analyst at the Occupational Safety and Health Administration gave voice to this concern 

by stating that placing a value on life is “mind-boggling.  It’s nuts.  It’s wrong, totally 

wrong.”  

The concept of applying cost benefit analysis to public policy gained favor 

because it was viewed as being value-free, neutral, and objective, and would allow 

decision makers to direct their limited resources in the most effective manner.  Several 

writers express discomfort with this approach, feeling that, like the analyst from OSHA, 

the value of the human being was being shortchanged in the process.  Many felt that the 

economic process is such a constraining force that it ties the hands of policy makers and 

analysts, and that hard and fast numbers force decisions at the expense of the vulnerable 

citizens the government is supposed to protect. 

The very existence of this approach would seem to indicate that Macpherson was 

correct; our society only values people as commodities.  However, though CBA appears 

to be objective, almost to the point of cruelty, there is subjectivity built into the process 

and the activist analyst (or activist decision maker) can make the process work to justify 

any conclusion they desire.  A picture emerges in the minds of some political theorists 

when they peel back the regulatory impact analysis process and find more subjectivity 

involved than first appears.  Analysts must make assumptions and policy makers must 

respond to political demands.  The decisions made during CBA include the value to 

choose to represent a statistical life, the range of costs and benefits, the discount factors 
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to use for future generations, and valuing benefits that are difficult to quantify.  This 

gives rise to the prospect of a more activist analyst, one who can make assumptions that 

favor certain decisions.  Some evidence emerges that scientists in the government are 

more likely to err on the side of caution regarding environmental, safety, and health 

issues than their counterparts in academia or industry.  Even the method that researchers 

use to set values on life, based on decisions people make about being compensated for 

accepting risks on the job, their willingness to purchase products to make them safer, and 

opinion surveys of how much they would pay to decrease risks, are not arbitrary in that 

they rely on the choices made by consumers, the very humans being valued. 

Also, as Radin notes, sometimes analysts realize they must gather information to 

justify a decision that has already been made.  This can happen on two levels, a decision 

maker may influence an analyst to find information to justify their decision, or the analyst 

may use their discretion in assumptions to try to influence the decision maker.  The two 

can also work in tandem, where a decision maker wants to advance a certain policy and 

the analyst who may be in agreement is in a powerful position to provide the analysis to 

justify the decision.  Special interests and politics play a role in all areas of public policy, 

including using CBA in the analysis phase.  There are many decision points in the 

analysis phase that can sway the conclusions in one direction or the other.  As Birkland 

puts it, economic analysis for public policy is both a scientific and a political process.  

Therefore, CBA may provide not so much objectivity, but the illusion of objectivity.   

While there can be pressure from above to adjust an analysis in a different 

direction, analysts continue to exert great influence on the process.  The intent and 
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discretion exercised by the analyst is a critical factor in applying CBA in public policy.  

As Radin points out, the costs and benefits of externalities often depend on the values of 

the analyst. 

The requirement for economic analysis does not appear to be stifling policy 

decisions.  A review of guidance and regulatory analysis from different agencies shows 

that they use discretion in justifying decisions where the value of a statistical life is part 

of the calculation.  Agencies have latitude in what values to use, how they use them, how 

they discount for future generations, and how they value benefits that are difficult to 

quantify.  In many instances, agencies used wide ranges for both the value of a statistical 

life and costs and benefits to either justify policy implementation or show a benefit at 

varying levels of policy effectiveness.  It is apparent that a concept as seemingly simple 

as using a value of a statistical life to conduct a cost benefit analysis has several layers of 

complication that add subjectivity to the process.  Even when a specific VSL is used, 

there are also a number of other factors that add variation.  The assumptions that are 

made in the regulatory analysis can result in wide ranges of costs and benefits, and the 

thought process behind those numbers often remains dubious.  There is flexibility in the 

process, tacitly approved by the OMB.  Guidance from the government reinforces the 

options that agencies have during a regulatory impact analysis.  Though the OMB 

provides a range of values for the VSL, it varies by a factor of 10 and the OMB allows 

agencies to use other values as they see fit.  Some agencies, like EPA, provide such broad 

ranges for both sides of the ledger that benefits almost always outweigh costs in at least a 

portion of the range.  In at least one instance, an agency decided to move forward with 
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regulation even though it was not justified by CBA because it was considered the right 

thing to do.  There is the underlying issue that in some instances, the agency has decided 

to implement a rule, at which point the real purpose of the cost benefit analysis is to assist 

in choosing options or justify the option of choice.   

Conclusions 

Therefore, we can conclude that Macpherson was correct in theory but not in 

practice, at least not in the areas we examined.  It appears that Macpherson is correct in 

that our society comes from a historical political framework that results in all aspects of 

life being valued as a commodity.  Certainly valuing life in public policy would seem to 

validate that claim.  Macpherson warned that we would lose our sense of economic 

justice.  However, in practice we use the regulatory impact analysis process to justify 

policies that ensure economic justice will be considered.  Biases on the part of the 

analysts and decision makers turn them into what I have termed “activist analysts” and 

prevent the negative consequences Macpherson feared from occurring.  In fact, the 

illusion of objectivity provided by the apparent scientific process of regulatory impact 

analysis can actually provide a defense for those who make assumptions during 

regulatory analysis that advance the implementation of policies promoting economic 

justice.  Therefore, at least in this specific controversial area of valuing life in public 

policy, Macpherson’s fears have not been realized.  Subjectivity in the process means that 

agencies will continue to advance environmental, safety, and health rules and regulations 

that protect people, even when the benefits cannot be objectively justified economically.       
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The central theme in the thesis, how much are you worth, seems a preposterous 

question to even ask.  How can a life be valued at all? And to ask the question within the 

context of arriving at an economic figure seems even more outlandish.  Judging simply 

based on economic worth seems intuitively wrong, because the worth of a human being is 

largely in all the intangibles they bring to society.  How do you economically value these 

intangibles, such as the worth to other people, the value in the daily deeds one does, and 

there is always the ever present and unresolved issue of spirituality? If there is a piece of 

the human that lives on, what is the intrinsic value of that piece, that eternal soul? And 

yet, the question of how much are you worth economically is indeed a question worth 

exploring, especially since there are areas in society in which we, to some degree, place 

an economical value on life.  We do it in the courtroom in wrongful death awards.  We do 

it in insurance companies to determine the rates.  This thesis explores how we do it to 

determine the costs and benefits of regulatory action to address externalities, and find that 

how much you are worth in that respect depends largely on who is doing the calculation, 

why they are doing it, and the assumptions they make during the calculation. 

I would like to briefly address additional related issues that were not explored in 

great detail in this thesis, but are worthy of ongoing and future consideration by scholars.  

This question of the value of human life was an ambitious one to ask, and no one thesis 

can answer all possible tangential considerations.  I believe that the subjectivity and range 

of values that are used in the literature reflect some degree of uncertainty and perhaps 

discomfort as to how we even approach this question.  Can any value ever be deemed 

correct?  One of the issues uncovered was the static nature of the value of a statistical life.  
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Even for agencies that use a specific value, many of them do not index it to inflation.  

Instead, agencies tend to use a value, and then examine and re-baseline it periodically.  In 

some instances, agencies even use different values for different purposes.  If a set value 

were used, and indexed to inflation, then it could be argued that it was an 

acknowledgement that the correct value for life has been chosen and will simply be 

adjusted based on costs of living increases, as with other commodities.  The specific 

ranges for values representing lives and the correlation to individual economic output 

could be an ongoing and potentially intriguing pursuit.  Also the question of the pressure 

from decision makers pushing analysts in the other direction, that is, prohibiting 

regulations from advancing, is one that can explored by peeling back the curtain on 

interagency workings and more exhaustively exploring the nature of recent complaints 

that government scientists and analysts have had against their superiors.  One area of 

ongoing discussion is the degree to which the VSL should vary to account for the dread 

factor from the potential cause of death, for instance, terrorism or certain types of cancer.  

Another issue is the degree to which the quality of life factors into the calculations if 

someone survives but suffers a life changing injury or illness.    

All possible questions on the matter of valuing life in public policy have not been 

answered; however, we can conclude that Macpherson presents us with a framework 

through which to consider why we try to value life in this arena. We can conclude that the 

cost benefit process is not as objective and value-neutral as it may appear, and that as 

long as policy analysts, decision makers, and implementers desire to consider economic 

justice issues, they will continue to find and exercise flexibilities in the process to do that.            
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