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3  The Memorandum is reproduced in the Appendix and is on our web site as 
http://www.whitehouse.gov/OMB/memoranda/m00-08.pdf.

4  The draft report is available at
http://www.whitehouse.gov/OMB/fedreg/cbdraftreport2000.pdf.  
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the Heads of Departments and Agencies (M-00-08), dated March 22, 2000.3  The Memorandum
states the following:  “The agencies are to use these guidelines in preparing the ‘accounting statements’
on the benefits and costs of regulations that OMB can then include in a report to Congress on the
benefits and costs of Federal regulation.”  Furthermore, a key purpose of the Guidelines is to help
agencies evaluate the consequences of regulatory action by providing a formal way to organize
evidence on the relevant effects of the various alternatives considered during rulemaking.  In this way,
the regulatory action will be more transparent to public, Tw (the regidespaitgen,t to Cong,fits tow (2) TTj
218j
0 -15  TD -2.3899  Tc-2.3897  T Fur f Defects of Execuerna Bre  Macts of  of Fedeuse altate. pdf.) Tj
3C 

c t r o n i c n g  a  t i o n n i z e
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5  The peer reviewers and public commenters are listed in the Appendix.
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In general the peer reviewers were complimentary about the overall report:

• “That report is the best of its kind in the world.”  (Hahn and Litan)

• “OMB and the authors are to be commended for its balanced presentation of material and its
utilization of much current thinking on the topic.”  (Farrow)

• “A reasonable effort given the ambitious task.”  (Shogren)

• “I think this report does a very good job on an incredibly difficult task.”  (Polasky)

The peer reviewers also made general suggestions to improve the report.  

Hahn and Litan offered ten specific recommendations for OMB to improve the report and
work with Congress to improve the regulatory process.  They suggested that OMB should:

1. “assess the quality of the regulatory impact analyses before using them.”
2. “rely rdheavi3reob or iown expertis are in bem judgplimshem.”

continueess to improor ied presentation agCongf m uggeof myseabofoctioly rdon an inplimelits

calcregue net be gfor ion aeramajorthe regudatiihn afoctioated ntatioivenosethe regudatiirk wits

m a k r o o r  A  r i  p e s s  r e  c r s  a a c r o s s t h e  r e g u d a t i i b T h e  L i d a r d i z  u s i s o m e  k  T h 2 2 3 u m p u d a t i h e m . ”

Hahalso made genafohow Tc 0.3442-0.3n,   Tc3for ion aeramajo Congress to improve tn ve regudatiirk wi67.
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We do disagree with some of Hahn and Litan’s suggestions.  For example, we do not believe
that strict benefit-costs tests complete with public scorecards should be the sole criterion for
establishing regulatory policy.  A strict numerical test leaves out important information such as
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Polasky expressed doubts about whether aggregating numbers across programs and agencies
yields a meaningful total, a concern we also share and have emphasized in all three reportshtrlearlyl tes
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in data quality and uncertainties should be taken into account when aggregating across federal activities
(7).  

We agree and did stress the uncertainties and differences in quality of the estimates.  It is
certainly important to note that there are different methods and different data sets of varying quality
used in benefit-cost analyses.  We are not currently aware of a way to develop quantified uncertainty
estimates for aggregate benefit and cost estimates that incorporate the substantial differences underlying
many of the individual analyses. 

With respect to quantification and monetization issues, one commenter stated that the report
does not adequately explain the assumptions used in monetizing benefits (22).  Where agencies did not





7  Recall that these guidelines were subject to independent and external peer
under Section 638 of the Act. 

9

use WTA estimates exclusively.  This commenter suggested that WTA estimates may be appi6ably(9) T075 -15  TD -34708  Tc 04708  Twlargnted that PTA estimat.(7) Tj6 -3015  TD -369608  Tc 0.9608  TwWe disagree withat thess commesly.  ess cotioappf wenc reorat PToverat WTmeasurateiser



8  These points are discussed in greater detail in our two earlier reports.  See
OMB (1997) pp37-38 and OMB (1998) pp 23-24.
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compliance expenditures may be reported, the economy-wide costs are frequently not captured.  Thus,
both the benefits and the costs of health, safety and environmental regulation may be understated.8

One commenter stated that the report should provide empirical evidence to support the position
that environmental protection would have occurred in the absence of regulation (14). The report made
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The report reflects the fact that the economics profession has reached a general consensus that
discounting procedures are necessary to make meaningful comparisons of benefits and costs that occur



9  The first two reports also provide background information helpful for
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6.  Is There an “Apples and Oranges” Problem?
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Commission (FCC) or the Federal Energy Regulatory Commission (FERC).  This type of
regulation can cause  economic loss from the higher prices and inefficient operations that often
occur when competition is restrained.

• Process Regulations impose administrative or paperwork requirements such as income tax,
immigration, social security, food stamps, or procurement forms.  Most process costs result
from program administration, government procurement, and tax compliance efforts.  Social and



11   See Jaffe, Petersor  dney, and Stavins’ survey (1995), p. 153.(11) 148j
7.274.5  Tf
0  Tc 0  Tw7(11) -228 6334.5  Tf
3609402  Tc3609402  Tproducer surplus losses from lost or delayed consumption and production opp  dunities that.75sult from(11) 0 -154.5  Tf
3146402  Tc3146402  Tthe higher prices and reduced output needed to pay for the direct compliance costs.  In the case of a(11) T* Tf
3285402  Tc3285402  Tproduct ban or prohibitive compliance costs, almost all of the costs rep75sent consumer and producer(11) T* Tf
3378402  Tc3378402  Tsurplus losses.  Most of the cost estimates used in this rep  d do not include consumer and producer(11) T* Tf
416402  Tc416402  Tsurplus losses because it is difficult and often impractical to estimate the demand and supply curves(11) T* Tf
3443402  Tc3443402  Tneeded to do this type of analysis.(11) 36 -304.5  Tf
4205402  Tc4205402  TFurther indirect e Jacts on productivity and efficiency.75sult from price and output changes that(11) -36 -154.5  Tf
341402  Tc341402  Tsp75ad through other sactors of the economy.  Estimates of compliance costs may undPettate(11) 0 -154.5  Tf
437402  Tc437402  Tsubttantially the true long- Pet3mwpollu prodf ttrolnalysi254.25 11
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13  Our general approach follows the procedures we used in last year’s report
which discusses them in more detail. (See OMB 1998, pp 13-18). 

14  We discussed in detail the problems and uncertainties associated with these
estimates in the two previous reports.  We refer the reader to them for more specific

19

impacts (Section 1(b)(6)).  It also requires that the agencies analyze the effect of a proposed regulation
on State, local, and tribal governments and on businesses of differing sizes (Section 1 (b)(9) and (11)). 



information.  The estimation problems discussed earlier in this report explain the general
estimation problems with these types of aggregate estimates.    

20

the benefits between $56 billion and $1.5 trillion annually.  The $1.5 trillion upper- range estimate is
dominated by EPA’s Section 812 Retrospective Report, which estimates the benefits of the Clean Air





disagrees with the Court’s decision and is seeking Supreme Court Review.  This report
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812 Prospective Report states that the Dockery et al (1993) study offers a credible and reasonable
alternative to the Pope study.  Using the Dockery study would imply a doubling of the total benefits
estimate for the year 2000.  (See U.S. EPA, The Benefits and Costs of the Clean Air Act, 1990 to
2010, November 1999, p.110).  In addition, consistent with SAB Council advice, the Section 812



18  The American Cancer Society reports that over a million cases of non-
melanoma skin cancer are diagnosed in this country every year and that an estimated
1900 people are expected to die of non-melanoma skin cancer this year.  (American
Cancer Society, ACS News Today, May 1, 2000, www.cancer.org).

19



subjects in the labor market studies.  The resulting estimate, using a 5 percent discount
rate, would be $360,000 per life-year saved in 1997 dollars.  This annual average value
of a life-year can then be multiplied times the number of years of remaining life
expectancy for the affected population.

26

differences in health status or other demographic differences.  Under this alternative approach, the
estimated mean VSLY is $360,000 (1997$); combining this number with a mean life expectancy of 14
years for the PM-vulnerable population yields an age-adjusted VSL of $3.6 million (1997$).

Both approaches are imperfect, and raise difficult methodological issues, which are discussed in
depth in the recently published Section 812 Prospective Study, draft EPA Economic Guidelines, and
the peer-review commentaries prepared in support of each of these documents.  For example, both
methodologies embed assumptions (explicit or implicit) about which there is little or no definitive





20  The CEA report also went on to state that studies of this type only capture
static costs, fail to capture value of foregone varieties of products, quality
improvements, and productivity enhancements that would take place in the absence of





22  EPA’s proposed rules setting air quality standards for ozone and particulate
matter may ultimately lead to expenditures by State, local or tribal governments of $100
million or more.  However, Title II of the Unfunded Mandates Reform Act provides
that agency statements on compliance with Section 202 must be conducted “unless
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24  From Ehrenberg and Smith’s Modern Labor Economics, p 279.
25  Based on a cost benefit analysis of OSHA’s 1972 Asbestos regulation by









30  The other 22 are “transfer” rules.
31  Note that all dollar figures in Table 7 are in 1996 dollars unless otherwise

noted.
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II. Benefits and Costs of Economically Significant/Major Final Rules (April 1998 to
March 1999)

A. Social Regulation

Of the 44 rules reviewed by OMB and listed in Table 7, 22 are regulations we classify as
“social regulations,”30 that is, requiring substantial additional private expenditures and/or providing new
social benefits.31  EPA issued eight of these rules; HHS and DOT, three each; USDA and DOI, two
each; DOC, DOL and Education, one each; and HHS/DOL/Treasury jointly issued one rule.  Agency
estimates and discussion are presented in a variety of ways, ranging from a purely qualitative discussion
of, for example, the benefits related to the establishment of a minimum length-of-stay requirement for
mothers and newborns (HHS/DOL/Treasury joint rule), to a more complete benefit-cost analysis of,
for example, the costs and benefits associated with EPA’s surface water treatment rule.

1.  Benefits Analysis

Agencies monetized at least some benefit estimates in a number of cases including, for example: 
(1) FDA’s estimate of $5.7 billion over 5 years from the additional transplants resulting from its
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from its nonroad diesel engines rule; (4) EPA’s emission reduction estimate of 46,000 tons of nitrogen
oxides from its steam generating units rule. 

Finally, in six cases, agencies did not report any quantified (or monetized) benefit estimates.  In
many of these cases, the agency provided a qualitative description of benefits.  For example, USDA’s
wood packing material rule discusses the potential benefits of avoiding the loss of forest products,
commerfs9ruit,ingxam syrupsesnd000urism assomertvidwithdedmasstatibeetam infforaript, but doe itstts,
y s i e  l o s b e n e l e s e t h - o f - f f o y e r i a l  f e d  ( m a e r A a w d u c t s ,
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4.  Rules Without Quantified EffectrnwMore Than $1
30Million per Year40
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miles per gallon (mpg) and has prohibited NHTSA from analyzing effects at either 20.7 mpg or
alternative levels.  Although DOT did not estimate the benefits and costs of the standards, the agency’s
experience in previous years indicates that they may be substantial.  Over 5 million new light trucks are
subject to these standards each year, and the standard, at 20.7 mpg, is binding on several
manufacturers.  In view of these likely, substantial effects, we designated the rule as economically
significant even though analysis of the effects was prohibited by law.

EPA - Petroleum Refining Process Waste - EPA estimated the cost of the rule at $20 to $40
million per year with an expected value of $30 million per year.  Based on new cost information
submitted to EPA after the close of the comment period, OMB determined that the rule as written
could impose costs in excess of $100 million per year.  EPA subsequently determined that the higher
cost estimates are attributable to waste leachates not intended to be covered by the petroleum listing,
and EPA published in the Federal Register another rule clarifying that leachates are excluded from this
petroleum listing and other listings, and are deferred to Clean Water Act discharge standards.  This
deferral was in effect when the petroleum rule became effective; consequently, the impacts for the
petroleum listing are correctly estimated to be $30 million.

B. Transfer Regulations

Of the 44 rules listed in Table 7, 22 were necessary to implement Federal budgetary programs. 
The budget outlays associated with these rules are “transfers” to program beneficiaries.  Of the 22, two
are USDA rules that implement Federal appropriations language regarding disaster aid for farmers;
eleven are HHS rules that implement Medicare and Medicaid policy; one is an HHS rule providing
assistance to needy families; three are DOT rules regarding grants to states to increase seatbelt usage
and reduce intoxicated driving; one is an SBA rule regarding contracting; two are Federal Acquisition
Regulation rules; one is a DOJ rule regarding immigration policy; and one is a Pension Benefit Guaranty
Corporation (PBGC) rule regarding payment of premiums.

C. Major Rules for Independent Agencies



32  The summary of agency estimates for final rules from the current year (April
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Adopting a format that presents agency estimates so that they are more closely comparable also allows,
at least for purposes of illustration, the aggregation of benefit and cost estimates across rules.  While we
have attempted to be faithful to the respective agency approaches, we caution the reader that agencies
have used different methodologies and valuations in quantifying and monetizing effects.

As noted in Chapters II and III, the substantial limitations of available data on the benefits and



33  As a result of OSHA’s interpretation of the Supreme Court’s decision in the
“Cotton Dust” case, American Textile Manufacturers Institute v. Donovan, 452
U.S. 491 (1981), OSHA does not conduct cost-benefit analysis or assign monetary

44

As in the past, agencies continue to take different approaches toward rules that affect small
risks of premature death.  In some cases, such as FRA’s roadway workae to take diffe



values to human lives and suffering. 

45

risk reductions in cases where the agency did not at least quantify them.  As a practical matter, the
aggregate benefit and cost estimates are relatively insensitive to the values we have assigned for these



34  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.  

46

estimates obtained by multiplying tons reduced by benefit estimates per-ton, which we derive
from analyses of other rules, should be considered highly uncertain.  For each of these



35  In other words, if hypothetically we had costs of $200 million in 2000 and
$400 million in 2020, we would assume costs would be $250 million in 2005, $300
million in 2010, and so forth.

47

based on primary benefits analyses for rules where the pollutant of interest, e.g. NOx, is the primary
pollutant controlled by the rule. 

EPA notes that these additional issues are particularly relevant for the NOx benefits transfer
conducted for this report and that alternative benefits transfer analyses are available, including a benefits
transfer estimate offered by EPA based on its recent analysis of the Tier 2 rule.  Relative to the 1997

xb)sfer



36  OSHA believes that this assumption is unrealistic and that many workers will
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expressed a continuing concern with the uncertainty of the full attainment cost estimates because EPA
believes technological change over the next decade will yield lower-cost approaches that will achieve
the revised NAAQS.

Insert tables 11 through 15

As noted above, there are significant methodological issues that need to be confronted when
aggregating estimates from a set of individual rules (as presented in tables 11 through 14) in an effort to
obtain an estimate of the total benefits and costs of Federal regulation.  These issues include:

(1) Identification of a composite baseline that is compatible with the differing baselines used
by the various agencies across rules (because the results can be distorted when the
baseline used to derive the individual results differ in significant ways).

(2) The use of prospective estimates (versus retrospective estimates) of the benefits and
costs of regulation, for example, the reliance on prospective estimates may well fail to
reflect important changes in taste, innovation by the private sector, or changes in
Federal/State/local regulation.

(3) The “apples and oranges” problem associated with combining estimates from different
studies, including different measures of benefits and costs, double-counting of benefits
and costs across related rules, differing approaches to uncertainty sucrtaintyeri716  Tc 0.3716  Tw (7vl6t  T2uppld nefityield bubldbining estites (vcrtaintyerobtauppld bubldbonlybining es,nefits ann) Tj
T*570.3716  T5c 0.427uding diffan ouble r estlation.vcrtalack a set anmntificaed when thncosts of reguscaedan bributificaon,quitylatNonstimate oanteys23apddw (exprangehi acrect es�e iesferent) Tj
0 -15  T279-0.427  Tc 0.3569quimpieraospeet anmntificaed whdan bributificaures of benctor(and atidieomd t esgory, geographicsts egulail to) Tj
T*16  Tw (79l6t  T2ctoany/oboven,quity-cross refaate lat  Tavidual  above, i Tw ferii Ttionquimpifyinclud bributifite/aon,quityail to) Tj
T5 -0.164  Tc 0fleaattlation108 Tj
36 -30 0TD /F1 12  (Th-0.3391 (Th-0.3c 0ChaptvenV: Reaosmye8seriiReospeaed wh72gh 15) Tj
36 -30  TD /F1262 0.3716  62 0.Th-Snce rib638idu)  Tc atNonstiA6  rte/afereOMBg apsubh sm assores gehi acntifica85  Tw ld counting of bhen thn) Tj
-36 934Tj
T*16  T45  Tc 0.32  Tc 0fts and costs of Federa427  renV: Reaosmye8seriireospe. and  Iltseekimpi apreospew ld make moreom different



50

principles of Executive Order No. 12866.  The results of those recommendations and their
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Organization for Economic Cooperation and Development.  
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U.S., Office of Management and Budget, Reports to Congress Under the Paperwork Reduction Act
of 1995 (September 1997).

U.S., Office of Management and Budget.  Information Collection Budget of The United States
Government (Various Years).
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29. The Honorable 30. The Honorable 
Fred Thompson David M. McIntosh
Chairman Chairman
Senate Committee on Governmental Affairs Subcommittee on National 
The Honorable Ted Stevens   Economic Growth, Natural
Senate Committee on Appropriations   Resources, and Regulatory
United States Senate   Affairs
Washington, DC 20510-6250 U.S. House of Representatives

2157 Rayburn House Office Building
Washington, DC 20515-6143

31. The Honorable Tom Bliley
Chairman
Committee on Commerce
U.S. House of Representatives
Room 2125, Rayburn House Office Building
Washington, DC 20515-6115

3. Insert tables 16 - 18
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M-00-08 March 22, 2000

“Guidelines to Standardize Measures of Costs and Benefits 
and the Format of Accounting Statements”

Introduction
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In preparing a benefit and cost analysis, you should

• identify a baseline.  A benefit and cost analysis is an incremental analysis that compares
a regulatory action with a baseline. 
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• Alternative Effective Dates of Compliance.  
• Alternative Methods of Ensuring Compliance.  

Can you give me more specific examples?

• Informational Measures
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provisi by determining64
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In some cases, substantial portions of a rule may simply restate statutory requirements that would be



38 The Ashadow price@ of capital is the opportunity cost of diverting capital from one use
to another.  For a discussion of the shadow price approach, see Discounting for Time and Risk
in Energy Policy by Robert C. Lind.

66

As a first step, you should consider presenting the streams of benefits and costs over time.  These “raw”
streams of benefits and costs can help you -- and your reader -- better understand the effects of
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40  The hedonic technique allows analysts to develop an estimate of the price for
specific attributes associated with a product.  For example, houses are a product
characterized by a variety of attributes including the number of rooms, total floor area,
and type of heating and cooling.  If there is enough data on transactions in the housing

68

B.  BENEFIT ESTIMATES



market, it is possible to develop an estimate of the implicit price for specific attributes,
such as the implicit price of an additional bathroom or for central air conditioning.  This
technique can be extended, as well, to develop an estimate for the implicit price of
public goods that are not directly traded in markets.  For example, the analyst can
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marginal use is for exports, you should use the world price.  If the marginal use is to add to very large
surplus stockpiles, you should use the value of the last units released from storage minus storage cost. 
If stockpiles are large and growing, the shadow price may be low or even negative. 

3.  How Should I Value Benefits That Are Indirectly Traded in Markets?  Some benefits
correspond to goods or services that are indirectly traded in the marketplace.  Their value is reflected in
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of premature mortality.  You should also describe any particular strengths or weaknesses characterizing
the analyses you have used.

(a) Nonfatal illness and injury.  Conceptually, a willingness-to-pay measure is superior to other
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C.  COST ESTIMATES

1.  What Key Concepts Do I Need to Know to Estimate Costs?  The preferred measure of cost is
the "opportunity cost" of the resources used or the benefits forgone as a result of the regulatory action. 
Opportunity costs include:

• private-sector compliance costs;
• government administrative costs;
• losses in consumers' or producers' surpluses; 
• discomfort or inconvenience; and 
• loss of time.

You should include these effects in your analysis



74

2.  What Is the Difference Between Real Costs And Transfer Payments?  Distinguishing
between real costs and transfer payments is an important, but sometimes difficult, problem in cost
estimation.  Cost estimates should reflect real resource costs.  Transfer payments are monetary
payments from one group to another that do not affect total resources available to society.  For
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The principles of full disclosure and transparency apply to the treatment of uncertainty in developing
risk, benefit, and cost information -- just as it does with the other elements of economic analysis.  You
must identify data, models, and their implications for risk assessment in the risk characterization.  You
must also explicitly identify and evaluate the inferences and assumptions chosen and assess the effects
of these choices on the analysis.  If the uncertainty in the estimates -- for example, fundamental scientific
disagreement or lack of knowledge -- prevents construction of a scientifically defensible probability
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not related to the distribution of policy effects if they are important, and describe them quantitatively to
the extent you can.

4.  
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Section II:  Accounting Statement
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and cost estimates, you should describe the benefits and costs under plausible alternative assumptions. 
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SELECTED FURTHER READINGS 

Judith D. Bentkover, Vincent T. Covello, and Jeryl Mumpower, Eds., Benefits Assessment: 


