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INTRODUCTION

Many analytical approaches to setting environmental standards
require some consideration of costs and benefits. Even technology-
based regulation, maligned by cost-benefit enthusiasts as the worst
form of regulatory excess, typically entails consideration of economic
costs. Cost-benefit analysis differs, however, from other analytical ap-
proaches in the following respect: it demands that the advantages and
disadvantages of a regulatory policy be reduced, as far as possible, to
numbers, and then further reduced to dollars and cents. In this fea-
ture of cost-benefit analysis lies its doom. Indeed, looking closely at
the products of this pricing scheme makes it seem not only a little
cold, but a little crazy as well.

Consider the following examples, which we are not making up.
They are not the work of a lunatic fringe, but, on the contrary, they
reflect the work products of some of the most influential and reputa-
ble of today’s cost-benefit practitioners. We are not sure whether to
laugh or cry; we find it impossible to treat these studies as serious con-
tributions to a rational discussion.

Several years ago, states were in the middle of their litigation
against tobacco companies, seeking to recoup the medical expendi-
tures they had incurred as a result of smoking. At that time, W. Kip
Viscusi—a professor of law and economics at Harvard and the primary
source of the current $6.3 million estimate for the value of a statistical
life'—undertook research concluding that states, in fact, saved money
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as the result of smoking by their citizens.* Why? Because they died
early!” They thus saved their states the trouble and expense of provid-
ing nursing home care and other services associated with an aging
population.*

Viscusi didn’t stop there. So great, under Viscusi’s assumptions,
were the financial benefits to the states of their citizens’ premature
deaths that, he suggested, “cigarette smoking should be subsidized rather
than taxed.”

Amazingly, this cynical conclusion has not been swept into the
dustbin where it belongs, but instead recently has been revived: the
tobacco company Philip Morris commissioned the well-known consult-
ing group Arthur D. Little to examine the financial benefits to the
Czech Republic of smoking among Czech citizens. Arthur D. Little
International, Inc., found that smoking was a financial boon for the
government—opartly because, again, it caused citizens to die earlier
and thus reduced government expenditure on pensions, housing, and
health care.® This conclusion relies, so far as we can determine, on
perfectly conventional cost-benefit analysis.

There is more. In recent years, much has been learned about the
special risks children face due to pesticides in their food, contami-
nants in their drinking water, ozone in the air, and so on. Because
cost-benefit analysis has become much more prominent at the same
time, there is now a budding industry in valuing children’s health. Its
products are often bizarre.

Take the problem of lead poisoning in children. One of the most
serious and disturbing effects of lead contamination is the neurologi-
cal damage it can cause in young children, including permanently
diminished mental ability. Putting a dollar value on the (avoidable,
environmentally caused) retardation of children is a daunting task,
but economic analysts have not been deterred.

Randall Lutter, a frequent regulatory critic and a scholar at the
AEI-Brookings Joint Center for Regulatory Studies, argues that the

? W. Kip Viscusl, CIGARETTE TAXATION AND THE SOCIAL CONSEQUENCES OF
SMOKING 47 (Nat'l Bureau of Econ. Research, Working Paper No. 4891, 1994), avail-
able athutp:/ /papers.nber.org/papers/w4891.pdf.

* I,

Id.

® Id. at 33 (emphasis added).
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