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One fact has not changed since the first report.  There are still enormous data gaps in the
information available on regulatory benefits and costs.  Although accurate data is still sparse and
agreed-upon methods for estimating many effects are still lacking, we have made significant
progress in improving these estimates, especially for the major rules of the last three years.
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4  OMB published in 1996 a document that describes “Best Practices” for
preparing the economic analysis called for by Executive Order 12866 for
significant regulatory actions.  This document represents the culmination of a two-
year effort by an interagency group to review the state of the art for economic
analyses required by the Executive order.



6

annual costs of major rules for these three years to be about $28 billion while annual benefits
range from $30 to $97 billion. 

Chapter IV discusses how we implemented last yeara)(4).  We implemeed lango agicilogams
0OMB workaimtogefur 
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Chapter I:  Estimating the Total Annual Costs and Benefits of
Federal Regulatory Programs

I. Overview

By using new data from agency regulatory impact analyses that accompany regulations,
this chapter builds on Chapter II of the 1997 report (OMB 1997) to present updated and more
detailed estimates of the total annual costs and benefits of Federal regulatory programs.  We also
discuss and present quantitative estimates where available of indirect impacts and other effects of
regulation and related Government policies.  Finally, several retrospective studies of specific
regulatory programs are reviewed to gain insight on how the actual costs and benefits of
regulations may differ from the effects predicted prior to regulation.
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5   Note that the problem of bias may be the greatest in this case because
often both the regulators and the regulatees will prefer the status quo, i.e.,
regulation.  This appears to be the lesson from the Occupational Health and Safety
Administration’s (OSHA)  reconsideration of the cotton dust standard during the
Reagan Administration.  After opposing the regulation at the proposal stage during
the Carter Administration, the industry did not support the Reagan
Administration’s proposal to withdraw it.  (See Viscusi 1992).

Even disregarding the problem of modeling large changes, there are significant difficulties
in determining the counterfactual or baseline for individual regulations that one could begin to
aggregate.  One can survey firms and other regulated entities on their expected compliance costs
either prospectively, before the regulation is implemented, or retrospectively, after the regulation
has gone into effect.  For both types of studies, the problem of potential estimation bias must be
kept in mind since regulators and regulatees may have different interests in the outcomes.  The
problem of bias is potentially greater for prospective studies because both the baseline and the
regulatory effects must be predicted while for retrospective studies only the baseline or
counterfactual must be predicted.  In the ordinary course, therefore, the best estimates of the



9

consumers will shift to other products and thereby reduce their welfare losses (Cropper and Oats
1992, p. 722). 

Another problem is the fact that many studies that we rely on for cost and benefit
estimates are dated.  Over time the dynamic nature of the economy may affect the estimation of
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6   See Jaffe, Peterson, Portney, and Stavins’ survey (1995), p. 153.
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compliance, which do not fall into either the social or economic regulatory categories.  Some of
these, such as procurement costs, are reflected in the Federal budget as greater fiscal expenditures
and care must be taken not to count them twice.  Process costs can be viewed as part of the costs
of providing Government services or collecting revenues that should be minimized for a given
level or quality of service or revenue. We break these types of costs into further categories and
discuss their effects in more detail below.

II. New Estimates of the Costs and Benefits of Existing Social Regulations

Several commentators on the 1997 report called for more detail on the costs and benefits









Table 2:
Estimates of Total Annual Monetized Costs and Monetized Benefits of Socialj

-1 Mo959 -1.119 TD

Regulations J.uized tween 1987ts anFirst Quarterts o1998alj

/F2F1 1 Tf9.226259 -083319 TD
(Billtionss o1996 dollars)2:
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problems, we are also concerned that as the aggregate categories are divided into smaller parts,
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regulation, which has produced artificially constructed telecommunications and financial services
firms, or the more competitive environment that most likely would have existed if we had not had
these restrictions?  There is no inconsistency in saying that economic regulation has produced few
significant benefits, as Hahn and Hird (1992) state in summarizing the consensus view of
economists on this subject, and saying that economic regulatory agencies are currently providing
important benefits to society by promoting competition. 

The OECD study points out the important role that regulators have in smoothing the
transition toward a more competitive environment.  Regulators must carefully consider the issues
of stranded capital costs, unemploymenthat ecully consid glssuofs, ns?  There is nots duced f
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loss.  The estimate is $140 billion (two times $70 billion), which we enter in both the costs and
benefits columns.  

Although as one commenter pointed out (Hopkins 1997), transfers may be associated with
real lobbying costs, this fact of life does not justify equating transfer costs with social costs. 
Lobbying goes on for all sorts of Government policies including expenditure, tax, and regulatory
policies whether they exist or not, which are impossible to measure separately.  For example,
lobbying goes on in an attempt to impose regulations that do not now exist and therefore have no
efficiency costs.  In this case, the multiple of two times the efficiency loss would estimate social
costs of zero.  The best approach to including these types of costs is by directly estimating the
costs of lobbying rather than using a multiple of economic efficiency losses.  Once that is done it
is not clear how to evaluate the social benefits of lobbying, which clearly produces benefits
because at least some amount of lobbying, i.e., citizen participation, is a necessary part of a
democratic government.

D. Tax Compliance
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10   Note that they do not consider the Internal Revenue Service to be a
regulatory agency and therefore do not include it in their estimates.  Their
approach is consistent with ours and inconsistent with Hopkins (1997).
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12  SAB Council, letter to EPA Administrator Browner, July 8, 1997, p. 1.

13  Ibid.

HHS, HUD, and USDA.  Hahn uses consensus estimates to value reduced units of pollution and
increased life-years to calculate benefits of health, safety and environmental regulation.  He takes
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17  Of course, any change in the baseline scenario would also require



Table 6:Mean Present Value Total Monetized Benefits byPollutant and Endpoint Category(1970 to4f

0 in billions of4f

0 dollars)PollutantEndpointMonetized BenefitsParticulateMatterMortalityChronic BronchitisSoiling Damage

Mortalits

$ 1,339s by

ParticulateMa, Oz00(,itis)Tj

TLeadtantitis
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18  Ibid., p.34.

19  61 FR 65650.  The preamble to the final rule reaffirms these concerns by
citing the proposal and a more complete discussion in the criteria document

 Sectsion8 12retrospectsve., p D-17. .comellting o warrantl a assumptsionofd acauosalrelatsioshipl anddtervatsionofdquantitatsvet
”.

18

’ t  719.96 proposal toreviese theNatsiosalAmbimen Air Quality8
PM NAAQS)l discusesnat gpreter lengthe thediaffcultiest
effects0.  Thsheinclude: .

chnismsnofd ctsionfor  thavarioust

proposscnofdambimen 81/ci 219.84 -2.64   TD /F1 (12  Tf
209)19.84 -2.64  rg 
/F1(e txed-sn tps;l an., 28st) Tj
0 -14.monitornregdata adesiotelyespfllth ehe tspiev o wpopuioselr ex9.9uratproptte TjTcultiest SectsRon8 12retrosrantl ede TjTfreeine io-ceissscnofdambnofd the concnsQuality8
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23   Implicitly, the Analysis assumed increased state, local, and private
initiatives great enough to offset air quality deterioration do to increased economic
activity, population growth, and vehicle-miles-traveled (VMT) by automobiles and
trucks during the 1972 to 1978 period.
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The discussion above illustrates the difficulty, which we emphasize throughout this report,

In g beder,hretrospectsbovstudies are likelyvtohy hvidenmore accustrahresicustthant,
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26   CHMSLs are the 



Table 7:
Estimated Benefits and Costs of Center High-Mounted Stop Lamp Rule:

 Prospective vs. Retrospective Analyses 

CATEGORY OF
BENEFIT OR COST

Prospective Analyses Retrospective Analyses

Preliminary
RIA 
(1980)

Final
RIA

(1983)

Preliminary
Retrospective

(1987)

Short-Term
Retrospective

(1989)

Long-Term
Retrospective

(1998) 

Effectiveness (a) 35% 33% 15% 11.3% 4.3%  

Crashes Avoided per
Year

1,511,000 902,500 Not estimated 126,000 (b)(c) 55,000 - 82,000 (b)

116,000 - 143,000 

(e)
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28  Since the costs occur when the vehicles are manufactured and the
benefits occur over the lifetime of the vehicle, it is inappropriate simply to subtract
annual costs from benefits.  Even after discounting, however, the PRIA estimates
would yield net benefits of between $600 million and $1.3 billion annually in
property damage alone.

29  For example, the estimate excluded rural accidents, which account for
nearly one quarter of all accidents, because the test fleets were driven in urban
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30  This study did not attempt to evaluate the benefits in a broader sense or
the costs.

31  In the early 1990s, NHTSA extended the CHMSL requirement to
include “light trucks,” i.e., minivans, sport-utility vehicles, and pickup trucks,
which comprise about 40 percent of the fleet.  The estimates in the long-term study
include the effects on these vehicles as well.  However, in order to facilitate
comparisons with NHTSA’s previous estimates which pertained to cars only, all
aggregate estimates in this study have been reduced by 40 percent to reflect the
effects on cars only. 

In 1987, NHTSA conducted a preliminary evaluation of the effectiveness of production
CHMSLs.30  It found an effectiveness of about 15 percent.  Thus, even though the CHMSLs were
installed in a small percentage of cars nationwide, i.e., when any “novelty effect” would most
likely occur, effectiveness was less than half of the estimates in the RIAs.

In 1989, NHTSA conducted the second of its retrospective studies.  This study was based
on 1987 data, by which time about one-fourth of the passenger car fleet was equipped with
CHMSLs.  By this time, the estimate of effectiveness had fallen again, to about 11 percent. 
Despite the drop in estimated effectiveness and a corresponding reduction in the number of
accidents prevented compared with the FRIA, the estimated benefits of CHMSLs increased.  The
number of injuries prevented rose to between 79,000 and 101,000 and the estimate of property
damage prevented increased to $774 million per year.  At that time, NHTSA also concluded that
CHMSLs were unlikely to prevent any fatalities.  The reasons fot tha2rrmmrj
0heshtudabout 11 peiveness and aspite the drop0 -duer ofthree weltors: (1)11 peivnducted thetha2rrmmrj
0heshtuthe lonshich on in the (F1 1just urbr, 7 ds); (2)11 pesed. yeiveness anj
0heshtuective studiesrmmr aneltual crashTj
0 ees. veness was less than half oncludmodeTj
-ve st  anj
0heshts which udiesrmmrtes in tcteedshit-14.16 crashTj
 $774nclunj
T* (comparisons with NHTSA) TjMSLvoithat
-0.14.16  ;o bet(3)11 peeltual SA ceding reducti101,000  stimategthe 8  Ton in thuectimu16 h-1.es aur, on per ssumj
-55.nts prev.F1 1jus-h-1that
-yea (s p iual SA c TD (on 198h) r 1989w to $y fats ich udiesrmj
0 ed,  ees. vdid a74ncess and aspite the r’) hat
-sugg  aalf of the estimates E -4ih-1.edrod inRIAs.

CHMSLs.

31 of i0.14tw tudy ween 79,000 ted a preliminary evaFRIA, ths36 3und an effelitatewhich cdecls pss and aspite the r of injch cthe ich udies The ,e to bifleceths3F1 ributabl -dueahfdataevae bs pNHTSAinilitate
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the costs are more than double.  Even so, these estimates imply that the rule continues to produce
net benefits, though not nearly as large as what NHTSA estimated prospectively.

The FRIA included an aggregate cost estimate of $70 million ($7 per vehicle) in each of
the first two years and $40 million ($4 per vehicle) each year thereafter.  The retrospective
analyses estimated the cost at $89 million (about $9 per vehicle) per year, or more than twice the
long-term cost estimate in the FRIA.
 

c. lessons learned from CHMSLs.

These analyses confirm what many believe: that benefits and costs are difficult to estimate
prospectively.  In this instance, the RIAs overstated the effectiveness of CHMSLs despite the
advantage of substantial data from field experiments.  The estimates of benefits in the FRIA were
not nearly as large as those estimates presented in the PRIA.  Nevertheless, the FRIA estimates
overstated the effectiveness of the rule by a factor of more than seven.  The changes in
effectiveness estimates over time suggest that it is important to re-evaluate the effects of
regulations, particularly where behavioral responses to the regulation may evolve over time.

With respect to cost, even though the only cost component was a fairly simple piece of
hardware, the FRIA estimate was less than half the actual cost.  It is interesting that, in their
comments on the proposed rule, the three domestic manufacturers estimated costs in the $8 to
$15 range.  The low end of this range was lower than NHTSA’s actual (long-term retrospective)

ompato re-behavioral resps ovehad
issued$8 OTAysetemp16  Totivsnd eresting that, in trangequ0 -10 -byen tharl coOSHAge was lower than NHTSAnediric1A weetemp1and costs are difs in slight
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Looking at this evidence, OTA concluded that OSHA had on several occasions
overestimated costs because new technology was developed between the time the analysis was
done, which in several cases was several years before the final rule was issued, and the compliance
date.  The report recommended that the agency consider the dynamic nature of technology
including the possibility of “regulation-induced innovation” in order to set lower compliance levels
(p. 11).  However, there is an opportunity cost to forcing innovation that is being neglected. The
resources that are directed at reducing compliance costs by developing new technologies have to
be pulled from other projects, which presumably the company thought had a larger potential for
payoff before the regulation was issued.  Since adding another constraint to the economic system
is not likely to incnyapoteo seveina (dure of technoicntier gh psial  to the ecoy, of ) Tj
-1.68  Tc (“) Tj
0  Tc (regulatiogy) Tj
T* -induced innovation” win-winion” (53 11ogy53 11ogcause new ts issuedeffotheeinaefore the re ro forcing iwhopedesign Sinefore the swas Our siedulected. Thpoer ci (resouTj
0  Tc (regulation-induced oweeswin-wi2.8 ) Tj
-1.62  Tc (“) tumabrothenouourpportu53 1T3hat tecs bsiedulecteawahe dynaD (Lfact.iedulocca28.32as) TjTakg ihe acinole 11)sovattrospedeitecstgy)that tw, OTA concludcomSin u re-14.16  TDveral occasions

elopewohich in ). he analysis wasisw tec36 -14.16  TD bsoifi complaegum
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32  The other 11 are “transfer” rules.

I. Overview

 As noted in Chapter I of the 1997 report, Executive Order 12866 “reaffirms the primacy
of Federal agencies in the regulatory decision-making process” because agencies are given the
legal authority and responsibility for rulemaking under both their organic statutes and certain
process-oriented statutes, such as the Administrative Procedure Act, the Unfunded Mandates
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variety of ways, ranging from a purely qualitative discussion, e.g., the benefits of EPA
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338’ 8 when benefits the agency did not monetize are considered.  For example, see Table8’ 8 ’ 8 ’  8 estimates were small or zero.8’ 8 ’ 8 s light truck fuel economy rule.8costs.6 Of those, six have positive net monetized benefits, that is, estimated monetized benefits8’ 8 ’ 8 benefits.8338’ 8 ’ 8 rule.0  To rules resulted in monetized benefit estimates that were sufficiently uncertain as to8’ 8
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stipulated in E.O. 12866. We are therefore committed to performing a risk
assessment and cost-benefit analysis on a case-by-case basis for each request we
receive in the near future. [62 FR 56010]

The individual rulemakings concerning the importation of pork from Sonora, Mexico, and beef
from Argentina represent the first two applications of this general regionalization policy and were
analyzed as if they were "major" pursuant to this departmental commitment.

HHS - Substances Prohibited in Anif thseed:  FDA estif ted that this rule will cost $53
million per year.  It did not attempt to estif te the benefits to be expected from the rule because
it was unable to estif te the probability of an outbreak of Bovine Spongiform Encephalopathy
(“mad cow disease”).  However, FDA did estif te that the consequences of an outbreak, should
one occur



60

mpg.  Because of these likely, substantial effects, we designated the rule as economically
significant even though analysis of the effects was prohibited by law.

Fc360  Tc32 Transfer Regulationsw (60)60
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One of the criticisms often cited in evaluating RIAs is the failure to use a consistent
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(1) Annualized values;

(2) Present values;

(3) Constant annual values; and

(4) Other formats.d

formats are alwaysd

’ d s t e s t i m a t i o n ; m e t h o d o l o g y ( f o l l o w s  a n  u n k n o w n ( f o r m a t ,  f u r O t h e  P r e s a r c h t n e e d s  O o ) )  T T *  
 b h  p e r f o r m z e ; t o  a s c e r t a i n ; h o w ; t o  c o n v e r t (  o r r e c C o n s r u c t t  a n n u a l i z e ;  o r p P r e s e n t  v a l u ( e s t i m a t u e . ) )  T j 
 3 6  - 2 8 . 3 2   T D  T t h  a a a l y s i s  s h o u l n  p P r e s e n t a  s c h e d u l e  o f  O t h  n s r e a m  o f  b e n e f i t s ;  a n  c o s t e  w t h e h  t t h e h  i s  a ; )  T j 
 - 3 6  1 4 6 . 1 6   T D  v a r i a t i o n ; i n ; b e n e f i t s ;  a n  c o s t e  o v e r  t i m e ;  o r w t h e h  t t h y  o c c u r ; i n ; d i f f e r s e n t y s a r s , ; e . g . ,  w t h e h  t t h e h  i s d

“dp P r e s e n t  v a l u d ”  d “d”  d � s s s , o c c o r d a n c T j e n e r , O M B  g u i d a n c T j i t - c u s a y s 3  P r e c  a a , 0 r e  l 1 2 8  4 6 . t i t n s o c i  a s r



67

50 percent larger and the costs are roughly 40 percent larger using a 3 percent discount rate vis-a-
vis a 7 percent discount rate.

IV. GAO Report
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Chapter III:  Estimates of Benefits and Costs of “Economically Significant” Rules,
April 1995 - March 1998
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34   The is a relatively rich body of academic literature on this subject.  The
methodologies used and the resulting estimates vary substantially across the
academic studies.  Based on this literature, agencies have developed estimates they
believe are appropriate for their particular regulatory circumstances. 

estimates of either benefits or costs.   (See Table 11.)   Six additional rules listed in Table 12 have
alstrdl.Pcludistfrom fur eithdiscussditlstcaes sedialqubstafiistor cped estimatwee arvailn Taheyestimates signaficbsts. 





35  As a result of a Supreme Court decision, OSHA does not conduct cost-
benefit analysis or assign monetary values to human lives and suffering. 
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36  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.  

C Change in Emissions of Air Pollutants.  We used estimates of the benefits per ton for
reductions in hydrocarbon, nitrogen oxide (NOx), sulfur dioxide (SO2), and fine particulate
matter (PM) derived from EPA’s Pulp and Paper cluster rule (October, 1997).  These
estimates were obtained from the RIA prepared for EPA’s July, 1997 rules revising the
primary NAAQS for ozone and fine PM.  We note that in this area, as in others, the
academic literature offers a number of methodologies and underlying studies to qio.t in this trarea, as in others, the
academic liteA
s Pulp ananalys14.16 rs a r ozones Tcsb th of metct tis c(s  607rn  t othwit8TiFs a92 s end os, ttup used e,PA)rhi Where applicable, the lower (higher) e:rocarbo5/F1 1-28.32 prepaH -2.64  TDs:97 tes
(36) prepa$519st T$2,360/
-n;rocarbo(36he RIA prepaN1 7.2  TO(2) s:7 tes
(36) prepa$519st T$2,360/
-n;rocarbo(36he RIA prepaP(PM) der Mc (�:7 tes
(36) prepa$11,539/
-n;sttearocarbo(36he RIA prepaS 7.2  Df
(2) :7 tes
(36) prepa$3,7f tt T$11,539/
-n.rocarbon01-28.32 prepaThird,e offrdons i mak th2  cy88187.92 -1moderct ti-14nt,PA)rdevelop TTc j
-2.8ttea,ostC) Tj
36 he RIA preparimeherterms0is a92 s end osa r oz.nd of the2  cy8ananalys1) Tv2) Tannctuas aannctuizTj
-187.92 -16rom the RIA prepaendD (reductttea,oste,PA)r’’s  P u l p  w e r e b a u s e d , s t i n s t  e ,  p r e p a r e ( r d , $ 5 1 l  j 
 2 2 p m o , P a  v a o f f 2 f i r e l  e o  J i f i c  e f o - 1 i c i  m a k o f S u l l  n  h y T c  c  ( ’ )  T j 
 0   T c  r  ( h  a r e p o r t r  ( h i g h e r � - c  r  
 d 2 l  e 2 0 . f e c  ( s b 6 5 s  h y T c  c  ( ’ )  T j 
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These differences in the time frames evaluated reflect specific characteristics of individual
rules.  The short time frame of USDA’s conservation reserve program rule reflects, for example,
the five-year legislative cycle of the farm bills.  On the other hand, the longer time frames of
DOE’s refrigerators and freezers rule and EPA’s new locomotives rule reflect the relatively long
period required for turnover of the existing stock of equipment and replacement with equipment
meeting the new standards.  Because there are substantial differences in the time frame of analysis
for these rules, we have decided -- with the one exception of DOT’s a um9ve pow(petins ruld -tois) Tj
T*treaect thbenefient ancosecttream (ssct ough aller of these rulre ars ireplaof rough t the-yea2050. is) Tj
T*We madeth the one exceptiototh ilrepe pached fof DOT’s a um9ve pow(petins rulb Because tns ruis) Tj
T*automelacally actmius a usct owet aer he fthe-yardsWrulblievauseusct  il ilrandasonab ru*treaacemees of73.6Tj
-2.88  3c (’) Tj
harpow(basWruh  Tw (73.442) Tj3.442) w.88  4 c (’) Tj
0  Tc eamativih tT vatul depttechnologtomepeciath, cul urmepeciathTctetcius(SeD (Tscussdoxcre Chapall I.)tivihl) T28.32 -14.1F acelae rules, wm b T*We j
T*eciathTe-yaag diy mth tiz-leethemctmiius oover ofogssievauividual









Table 14:
Agency Monetized Benefit/Cost Estimates for Final Rules

April 1, 1996 to March 31, 1997
(Millions of 1996$, Rounded to Two Significant Digits)

Agency Rule Category
2000 2005 2010 2015

Annualized
Value

Net Present
Value





Table 15:
Agency Monetized Benefit/Cost Estimates for Final Rules

April 1, 1997 to March 31, 1998
(Millions of 1996$, Rounded to Two Significant Digits)

Agency Rule Category
2000 2005 2010 2015

Annualized
Value

Net Present
Value
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(3) The “apples and oranges” problem associated with combinin c8imcias from4 
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Chapter IV:   Recommendations

As with the 1997 report, this report is to include 
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C the Occupational Safety and Health Administration of the Department of Labor will revise
and simplify its injury and illness reporting and recordkeeping system to improve the
quality and utility of the data and exempt small businesses in low hazard industries,    

C the Office of Federal Contract Compliance Programs of the Department of Labor will
streamline, clarify, and reduce the paperwork burden of the regulations that govern the
nondiscrimination and affirmative action obligations for Federal contractors and
subcontractors,

C the Office of Solid Wastes and Emergency Response of the Environmental Protection
Agency will exempt low-risk wastes from the full management requirements designed for
high-risk hazardous wastes, and

C the Pension Benefit Guaranty Corporation will continue its proposal for a new simplified
defined benefit plan that removes some of the obstacles that discourage small businesses
from adopting such plans and look at ways to revitalize defined benefit systems for larger
employers and their workers.          

 
.cdirati,or sfitprpti,of thCamlttioh Administration fed rcy meditratiod Was Legislrmati  RCRA)or  ant droposaredusttectitesAdmimuromechnologynt requirements and
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has been and continues to be a mainstay of regulatory reform.  It is worth noting, however, that
such regulatory reform does not mean the end of regulation.  While outmoded regulatory
programs are changed, new regulations are generally needed, particularly during transitions
between the old and new systems, to open up markets and ensure that fair competition is
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constraints of monopoly franchise territories, electricity markets will naturally become more
regionalized.  

Only federal legislation can adequately address the needs of these regional markets.  For
example, to allow for effective and efficient competitive markets, FERC must have regulatory
jurisdiction over all owners of transmission facilities.  Currently, FERC has no regulatory
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 Competition will also spark innovation in the American economy, creating new industries,
jobs, products and services just as telecommunications reform spawned cellular phones and other
new technologies.  This will further strengthen our nation's position as the most vibrant and
dynamic economy in the world. 

Major benefits will accrue to the Federal, State and local governments through lower
electricity prices.  Total government spending on electricity was $19.5 billion in 1995.  With
competition, these costs are likely to decline by at least 10 percent, a savings os2osrue t$2.5 billindco andpubl (dneedse world. ) Tj
36 -28.3 R Thirer soduutition wil.cont 01f in t enviro locar(c  TD (Majgovernmeb ph gorkethrough lower) Tj
-36 m6  anismllularpondpew jgo den wmoFedinv8.3Totalain TDrgy effdpewncylularl fewab) w TDrgy. 1995.  With
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III. Need for Further Methodological Progress:  Steps Taken, Steps Needed

The 1997 report made five recommendations to improve the quality of data and analysis
on individual regulations and on regulatory programs and program elements as a first step toward
developing the evidence needed to propose major changes in regulatory programs:

C that OIRA lead an effort among the agencies to raise the quality of analyses used in
developing new regulations by promoting greater use of the Best Practices guidelines and
by offering technical outreach programs and traipTj
36 Itions on the(guideline;s) Tj
-36 -28.32  TD /F3 12  Tf
-3.12  Tc (C) Tj
36 0  TD /F1 12  Tf
0  Tc (thataon iate agenyg goup subjecata
36lecasednumbter of agenyg regulatory analyses toC) Tj4068.32 0  TD /F2 12  Tf
exs

develoemens ofbetaterestimlatiog technqusesmorer usfuld foras36 Itngn

C incrvemencalcpotss andbenefitms of regulatory programs and element;s

C uItng itmsCBest PracticeC

C that OIRAworke towarta
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38  It included representatives of DOE, Commerce, USDA, Treasury, HUD,
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Appendix:  Summary of Public Comments

This Appendix summarizes and discusses the 35 public comments received as a result of
our Notice published in the Federal Register on August 17, 1998.  The Notice called for an initial
30 day comment period, which was subsequently extended another 30 days to October 17, 1998,
at the request of the public and Members of Congress.  The comments are grouped into nine
categories and identified for convenience by  number codes, which are listed at the end of the
Appendix.
   

As noted in the Introduction many commenters expressed appreciation for the various
improvements over the 1997 report.  In particular, these include greater disaggregation of
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separate discussion of them in our chapters on major rules.  Subject to time and resource
constraints, we hope however to be able to discuss such studies in later reports.   

Regarding the indirect effects of regulation, several commenters suggested that OMB
should seek out research or reports that estimate the indirect effects.  At the least, OMB should
report whatever qualitative information is available (1,5,26) . One commenter provided a study
estimating the indirect (“non-conventional”) costs of environmental regulation (9wlW begreets thdy”””3.   e commditaons infiImr protinR regulory ProgramsldRegarding threqundiommeed that Oon kthree commditaons infiimr priommestsoMB
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determined by factors such as load conditions and location, rather than the identity of each
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currently to fix them with the available data.  We do hope to be able to address these weaknesses
in our next report.  This commenter does appear to believe that willingness-to-pay estimates are
necessarily taken from contingent valuation studies.  While some of the willingness-to-pay
estimates are taken from contingent valuation studies, many others were developed using more
conventional estimation techniques.

Two commenters requested that the final report indicate whether the risk estimates upon
which the benefits estimates are based reflect best estimates or ones that “err on the side of
safety” (32,34).  Another commenter suggested that OMB provide a discussion of the likelihood
of the different estimates in p
T*vide de
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39  This revised estimate retains EPA’s modeled baseline that assumes a
significant deterioration in air quality would have occurred over the 1970 to 1990
period in the absence of the Clean Air Act.

(1) the modeled baseline used in the §812 Report (1, 22, 26).

(2) the absence of an identified causal relationship between mortality risk and fine
particulate matter (1, 7, 18, 22, 26, 27).

(3) the importance of considering the age and health status of those subject to
mortality risk associated with exposure to fine PM, instead of using a benefit
calculation methodology of $4.8 million per statistical life (18, 22, 27).

(4) the importance of considering the potential delay in health effects associated with
exposure to fine PM (1, 26, 27).

Based on these concerns, several commenters argued that the §812 Report estimates
should not be used in developing aggregate benefit and cost estimates (12, 22, 35). 

One of these commenters argued that we should not incorporate the §812 Report
estimates within our aggregate estimates without providing a more extensive discussion of key
limitations of these estimates and presenting a quantitative illustration of the effect of plausible,
alternative assumptions in reducing the aggregate benefits estimate (27).  In particular, this
commenter supplied an alternative illustrative estimate based on an adjustment to reflect the
uncertainty in the underlying epidemiological associations, a valuation of extensions to life of
$100,000 per life year, and a delay of 15 years in the realization of the fine PM-associated health
effects.  This alternative illustrative calculation yields benefit estimates that are roughly one-fifth
the §812 Report estimates.39

Another commenter noted that the §812 report was the subject of outside review by a
Science Advisory Board panel -- the Advisory Council on Clean Air Act Compliance -- and noted
that the resulting approval by the Council may reflect more “



99

We share the concerns expressed by many of the commenters with some of the key
limitations with the §812 Report estimates.  At the same time, as noted by one of the commenters,
the §812 Report was developed through a Science Advisory Board peer review process.  In light
of this SAB review process, we believe that further public discussion of these limitations is
appropriate to inform any future OMB revision of benefit and cost estimates derived from the
§812 Report  and we will take that discussion into account in next year’s report.  With respect to
the use of the Hahn/Hird estimates, our discussion in Chapter 1 of the Report outlines the
limitations identified by the commenter.  We will also take that discussion into account in
preparing next year’s report.

6. Case Studies

Regarding the case studies generally, one commenter stated that they show anecdotally
that the agencies do not systematically overstate costs and understate benefits in their ex-ante
studies.  This commenter also recommended that ex-post studies should be done more frequently1)s.  wo orther commenters recommended that the agenciesgee/ory12,26)s. .

With respect tt theNHTSAh rtroespecrives,two  commenters noted that vene creful RIAsy
prdiectactual effpecso acurtatlly,epatdcularllywhent they do not takebehavioerah resionies
26,31)s. Oone commenter stated thatNHTSAr’s rtroespecrivey do notimplyd thay25)s.  This commenteyprated tbe rafts report. Ttbe raftsmve tlyaessrated thatfithisdiffdculat ore agencies to
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Another commenter suggested that OMB consider monetizing non-monetized costs (10). 
Two commenters suggested that OMB require the agencies to use the same assumptions for such
parameters as discount rates and the value of a statistical life-year (18,22).  Two other
commenters suggested that OMB apply the same value of a statistical life across the different
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One commenter suggested that OMB not be entrusted with a review of the benefits and
costs of regulation.  This commenter claimed that OMB failed to identify blatant errors in EPA’s
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32. Tom Bliley 33. Chris S. King
Chairman Vice President, Strategic Planning
Committee on Commerce
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0000226361 00000 n
0000228086 00000 n
0000228109 00000 n
0000228330 00000 n
0000229988 00000 n
0000230011 00000 n
0000230220 00000 n
0000232124 00000 n
0000232147 00000 n
0000232356 00000 n
0000233687 00000 n
0000233710 00000 n
0000233907 00000 n
0000234840 00000 n
0000234862 00000 n
0000235059 00000 n
0000236125 00000 n
0000236147 00000 n
0000236344 00000 n
0000237318 00000 n
0000237340 00000 n
0000237537 00000 n
0000238193 00000 n
0000238215 00000 n
0000238374 00000 n
0000238492 00000 n
0000238579 00000 n
0000238601 00000 n
0000238919 00000 n
0000238941 00000 n
0000239531 00000 n
0000239553 00000 n
0000240135 00000 n
0000240157 00000 n
0000240754 00000 n
0000240776 00000 n
0000241393 00000 n
0000241415 00000 n
0000242011 00000 n
0000242033 00000 n
0000242674 00000 n
0000242696 00000 n
0000243075 00000 n
0000243234 00000 n
0000243352 00000 n
0000243391 00000 n
0000243414 00000 n
0000245209 00000 n
0000245368 00000 n
0000245510 00000 n
0000245549 00000 n
0000245572 00000 n
0000247514 00000 n
0000247673 00000 n
0000247791 00000 n
0000247830 00000 n
0000247852 00000 n
0000248574 00000 n
0000248733 00000 n
0000248851 00000 n
0000252178 00000 n
0000252337 00000 n
0000252455 00000 n
0000252494 00000 n
0000252517 00000 n
0000253900 00000 n
0000254059 00000 n
0000254177 00000 n
0000254216 00000 n
0000254239 00000 n
0000256665 00000 n
0000256824 00000 n
0000256942 00000 n
0000256981 00000 n
0000257004 00000 n
0000258349 00000 n
0000258508 00000 n
0000258626 00000 n
0000258665 00000 n
0000258688 00000 n
0000259785 00000 n
0000259944 00000 n
0000260062 00000 n
0000260101 00000 n
0000260124 00000 n
0000262780 00000 n
0000262939 00000 n
0000263057 00000 n
0000263096 00000 n
0000263119 00000 n
0000265822 00000 n
0000265981 00000 n
0000266111 00000 n
0000266150 00000 n
0000266173 00000 n
0000268583 00000 n
0000268742 00000 n
0000268884 00000 n
0000268923 00000 n
0000268946 00000 n
0000270188 00000 n
0000270347 00000 n
0000270477 00000 n
0000270516 00000 n
0000270539 00000 n
0000271966 00000 n
0000272187 00000 n
0000274369 00000 n
0000274392 00000 n
0000274601 00000 n
0000276443 00000 n
0000276466 00000 n
0000276675 00000 n
0000278297 00000 n
0000278320 00000 n
0000279396 00000 n
0000279671 00000 n
0000285141 00000 n
0000285593 00000 n
0000286073 00000 n
0000286181 00000 n
0000293837 00000 n
0000294384 00000 n
0000295097 00000 n
0000295176 00000 n
0000296287 00000 n
0000296584 00000 n
0000297679 00000 n
0000297951 00000 n
0000298030 00000 n
0000298345 00000 n
0000298521 00000 n
0000298755 00000 n
0000299029 00000 n
0000299291 00000 n
0000299651 00000 n
0000299730 00000 n
0000299752 00000 n
0000300306 00000 n
0000300411 00000 n
0000301808 00000 n
0000301894 00000 n
0000301985 00000 n
0000302506 00000 n
0000302528 00000 n
0000302906 00000 n
0000302973 00000 n
0000303199 00000 n
0000303461 00000 n
0000303709 00000 n
0000303793 00000 n
0000303845 00000 n
0000304367 00000 n
0000304389 00000 n
0000304600 00000 n
0000304825 00000 n
0000305207 00000 n
0000305635 00000 n
0000305982 00000 n
0000309018 00000 n
0000309288 00000 n
0000309515 00000 n
0000309812 00000 n
0000310069 00000 n
0000310338 00000 n
0000310500 00000 n
0000310805 00000 n
0000310991 00000 n
0000311246 00000 n
0000311536 00000 n
0000311788 00000 n
0000312068 00000 n
0000312221 00000 n
0000312383 00000 n
0000312435 00000 n
0000312813 00000 n
0000312880 00000 n
0000313106 00000 n
0000313368 00000 n
0000313616 00000 n
0000313700 00000 n
0000313752 00000 n
0000314333 00000 n
0000314355 00000 n
0000314438 00000 n
0000314529 00000 n
0000314620 00000 n
0000314681 00000 n
0000314803 00000 n
0000314864 00000 n
0000315036 00000 n
0000315097 00000 n
0000315260 00000 n
0000315361 00000 n
0000315457 00000 n
0000315611 00000 n
0000315672 00000 n
0000315785 00000 n
0000315846 00000 n
0000315955 00000 n
0000316016 00000 n
0000316148 00000 n
0000316209 00000 n
0000316327 00000 n
0000316388 00000 n
0000316534 00000 n
0000316595 00000 n
0000316729 00000 n
0000316790 00000 n
0000316851 00000 n
0000316912 00000 n
0000316973 00000 n
0000317198 00000 n
0000317316 00000 n
0000317469 00000 n
0000317592 00000 n
0000317653 00000 n
0000317714 00000 n
0000317775 00000 n
0000317836 00000 n
0000318018 00000 n
0000318157 00000 n
0000318295 00000 n
0000318441 00000 n
0000318502 00000 n
0000318563 00000 n
0000318624 00000 n
0000318685 00000 n
0000318881 00000 n
0000318971 00000 n
0000319064 00000 n
0000319186 00000 n
0000319247 00000 n
0000319427 00000 n
0000319488 00000 n
0000319549 00000 n
0000319610 00000 n
0000319670 00000 n
0000319760 00000 n
0000319893 00000 n
0000320016 00000 n
0000320076 00000 n
0000320246 00000 n
0000320306 00000 n
0000320366 00000 n
0000320426 00000 n
0000320487 00000 n
0000320772 00000 n
0000320889 00000 n
0000321008 00000 n
0000321113 00000 n
0000321232 00000 n
0000321346 00000 n
0000321479 00000 n
0000321604 00000 n
0000321705 00000 n
0000321864 00000 n
0000321989 00000 n
0000322114 00000 n
0000322199 00000 n
0000322324 00000 n
0000322449 00000 n
0000322574 00000 n
0000322699 00000 n
0000322816 00000 n
0000322949 00000 n
0000323051 00000 n
0000323177 00000 n
0000323311 00000 n
0000323413 00000 n
0000323515 00000 n
0000323606 00000 n
0000323716 00000 n
0000323833 00000 n
0000323950 00000 n
0000324067 00000 n
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