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OFFICE OF MANAGEMENT AND BUDGET

Draft Report to Congress on the Costs and Benefits of Federal Regulations

AGENCY:  Office of Management and Budget, Executive Office of the President

ACTION:  Notice and request for comments.
_______________________________________________________________________
SUMMARY:  On January 7, 2000, OMB published a notice of availability of and requested
comments on its Draft Report to Congress on the Costs and Benefits of Federal Regulations.  On
January 27, 2000, OMB extended the public comment period to February 22, 2000. In order to







2  The first two reports also provide background information helpful for
understanding and placing in context this third report.  Together, the reports contain





Producer surplus refers to the incremental revenue received by the producer of a
product over and above the producer’s marginal costs of production.
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associated with the regulation and with any price and/or income changes that may result.  At one
extreme, ignoring the consumer surplus loss produced by a ban on the sale of a product understates
costs to society.  Even though compliance costs are zero,  consumers are less well off because they can
no longer buy the product.  At the other extreme, calculating compliance expenditures based on pre-
regulation output overstates costs because, if the firm raises prices to cover compliance costs,
consumers may shift to other products to cosgssta partially fd/of thaco coh aatins wfs are loates
Croppover anOauct1992, p. 722)ct. ctually estimulating the changeinhe consumer ane produceer�r surpler�es
regulatiorequituredataes thais usually not easily obtainucer andsonsplatiges thas arthabestes
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Commerce (DOC) and the Department of Transportation (DOT) as well as numerous State and local
government entities.  The tort system, voluntary standards organizations, and public pressure also may
cause firms to provide a certain degree of public protection in the absence of Federal regulation.  As
the General Accounting Office (GAO) points out, determining how much of the costs and benefits of
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often can be a key reason for regulation.

B. Types of Regulation

Since tha
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Table 1:
Estimates of Total Annual Monetized Costs and Monetized Benefits of Social Regulation as of 1988

  (Billions of 1996 dollars)

Environment
Transportatio

n
Labor Other TotalHahn & Hird

(1991)
EPA

Combined
Ranges (a)

Costs 76 to 99 54(b) 54 to 99 9 to 12 11 to 12(d) 10 to 15 84 to 140

Benefits 22 to 180 1,450(c) 22 to 1,450 34 to 60 not available(e) not available(e)  56 to 1,510

Sources: Calculations based on information from Hahn and Hird (1991) unless otherwise noted.
(a) Combined ranges from Hahn and Hird (1991) and EPA section 812 retrospective (1997).
(b) Includes water pollution control costs from Cost of Clean (1990), air pollution control costs from EPA’s Section 812 Retrospective Report (1997),less
adjustments for 1988-1990 overlap.
(c) Benefits from air pollution control only, based on EPA section 812 retrospective (1997).
(d) Based on total expenditures for safety and health rather than regulation-induced expenditures.
(e) Hahn and Hird (1991).
Note: The dollar figures in this table do not reflect benefits that were quantified but not monetized.  They also do not reflect benefits and costs that were
not quantified. 
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10Specifically, the VSLY estimate can be calculated by amortizing the $5.9
million mean VSL estimate over the 35 years of life expectancy associated with
subjects in the labor market studies.  The resulting estimate, using a 5 percent discount
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value estimates used by the agencies or found in the literature.  These estimates are explained in detail
in Chapter III. 

Table 3 combines the results from Tables 1 and 2 to present our estimates for the existing
costs of social regulation as of the first quarter in 1999.  It shows that health, safety and environmental
regulation produces between $32 billion and $1,621 billion of net benefits per year.

2.  New Estimates for the Clean Air Act Amendments

EPA has also called to our attention its new study, The Benefits and Costs of the Clean Air
Act 1990 to 2010, (EPA 1999) to supplement the set of studies that served as the basis for the
monetized estimates of benefits and costs in last year’s report.  This study presents estimates of the
benefits and costs of the regulatory program mandated by the 1990 Clean Air Act Amendments
(CAAA).  It does not, however, cover the benefits and costs of many of EPA’s recent major
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Government Total 7,202.59
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2. EPA’s Standards of Performance for New Stationary Sources and Guidelines for Control
of Existing Sources:  Municipal Solid Waste Landfills (1996):  This rule set performance
standards for new municipal solid waste landfills and emission guidelines for existing municipal
solid waste landfills to implement section 111 of the Clean Air Act.  The rule addressed non-
methane organic compounds (NMOC) and methane emissions.  NMOC include volatile
organic compounds (VOC), hazardous air pollutants (HAPs), and odorous compounds.  Of the
landfills required to install controls, about 30 percent of the existing landfills and 20 percent of
the new landfills are privately owned.  The remainder are publicly owned.  The total nationwide
annualized costs for collection and control of air emissions from new and existing MSW landfills
are estimated to be $94 million per year annualized over 5 years, and $110 million per year
annualized over 15 years. 

3. National Primary Drinking Water Regulations:  Disinfectants and Disinfection
Byproducts (1998 thef.-22-36 -30  TD /F2 12  Tf
0  Tc 0998 the Tj
57 0  TD /F0 12  Tc 30.5076  c 30.5c 06):  ThisTw mulgkins health baaddrmaximumon anamininf level goaandfill-9f.-22 Tj
0 -15  383-0.3744  83-0.3246  MCLGs(NMOCencosceabhismaximumon anamininf levellutaMCLs(Ncostrols, a dozefection



14  SBA estimated that average per employee regulatory costs were $5,106 for
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oriented statutes, such as the Administrative Procedure Act, the Unfunded Mandates Reform Act, and
the Small Business Regulatory Enforcement Fairness Act.  The Executive order also reaffirms the
legitimacy of centralized review generally and, in particular, review of the agencies’ benefit cost analyses



21  The other 22 are “transfer” rules.
22  Note that all dollar figures NAe 622 arin 1996ll dolls unrulshe othwises.
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TABLE 6:  
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Small Business Administration

HUBZone Empowerment Contracting Program

Federal Acquisition Regulation

Reform of Affirmative Action In Federal Procurement - Cases 97-004A and B
Reform of Affirmative Action In Federal Procurement - Case 97-004C



44

from its transplant-related data rule; (2) EPA’s estimate of $1.1 to $4.2 billion per year in terms of
better air quality from its ozone transport (NOx SIP Call) rule; and (3) DOT’s $360 million over 10
years in highway safety improvements from its reflector rule for trailers. 

Of the 22 (non-transfer) rules listed in Table 6, agencies monetized all the benefit estimates that
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will generate an estimated net benefit of about $140 millioso4present value) over 10 years.  EPA’s5
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4.  Rules With Quantified Effects Of Less Than $100 Million Per
     Year.

Seven of the rules in Table 6 are classified as economically significant even though their
quantified effects do not exceed $100 million in any one year:

USDA - Solid Wood Packing Material from China:  Because of a lack of data, the USDA
was not able to estimate the benefits and costs associated with regulating solid wood packing materials
from China to prevent the importation of wood pests.  USDA stated, however, that in the absence of
regulatory action, the wood pests could significantly affect the forest products, commercial fruit, maple
syrup, nursery, and tourist industries, which have a value of $41 billion.

USDA - Pseudorabies in Swine:  In 1999, USDA began implementing a policy to accelerate
sts.edlerl lerdfication prgrame fo pPseudorabies. Al though USDAau thriziesa $800 millionfuand for

was importent to antiommdciatlyf

frler,f toraThiprr4Reluee sntfs econosn,videstdwevefied as eitAaied  siitAdciatlyf
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Chapter III:  Estimates of Benefits and Costs of “Economically Significant” Rules,
April 1995 - March 1999
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25  Where applicable, the lower (higher) end of the value ranges in all of the
tables throughout this report reflect the lower (higher) values in these ranges.  
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II. Valuation Estimates for Other Regulatory Effects
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Table 12:
Agency Monetized Benefit/Cost Estimates for Final Rules
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200020052010 2015

Annualized Net Present Value

1995-96

Benefits

C o s t s

$  1 , 1 0 0 -  2 , 3 0 0

$  1 , 3 0 0 -  1 , 4 0 0

$  2 , 5 0 0 -  3 , 9 0 0

$  1 , 8 0 0 -  1 , 9 0 0

$  2 , 5 0 0 -   3 , 9 0 0

$  1 , 8 0 0 -   1 , 9 0 0$  2 , 5 0 0 -   3 , 9 0 0

$  1 , 8 0 0 -   1 , 9 0 0

$   2 , 2 0 0 -  3 , 6 0 0

$   1 , 7 0 0 -  1 , 8 0 0

$  3 1 , 0 0 0 -    5 0 , 0 0 0

$   1 , 7  - 0   T w  ( $  3 1 , 6 )  T j 
 E T 1 1 6 - 9 7 1 3  3 0  r e  f 
 6 4 7 7  - 0  B T 
 1  4  5 0 3 7 5  0  T D 
 0  4 6 0 . B e n e f i t s

C o s t s



27  OSHA believes that this assumption is unrealistic and that many workers will
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upper- and lower-bound estimates versus the use of an upper-bound only estimate, and
different discount rates.
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Chapter IV:  Ten Recommendations For Reform
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Administration, (November 1995).
Hopkins, Thomas D.  “OMB’s Regulatory Accounting Report Falls Short of the Mark,” 
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York: 
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APPENDIX: TABLE 15:  SUMMARY OF AGENCY ESTIMATES FOR FINAL RULES 4/1/95 - 3/31/96
(As reported by the agency as of date of completion of OMB review)

AGENCY RULE BENEFITS COSTS OTHER INFORMATION

DOI Migratory Bird
Hunting
(Late Season
Frameworks)

Not
Estimated

Not
Estimated

DOI
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APPENDIX: TABLE 16:  SUMMARY OF AGENCY ESTIMATES FOR FINAL RULES 4/1/96 - 3/31/97
(As of date of completion of OMB review)

AGENCY RULE BENEFITS COSTS OTHER INFORMATION

83







APPENDIX: TABLE 16:  SUMMARY OF AGENCY ESTIMATES FOR FINAL RULES 4/1/96 - 3/31/97
(As of date of completion of OMB review)

AGENCY RULE BENEFITS COSTS OTHER INFORMATION
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