Essay: Benefit-Cost Analysis: Promise and Pitfall, Morality and Methodology
Length: 4 pages, 1.5 spacing
Suppose that you have been asked by Executive Branch of the U.S. government to write a position paper on the appropriate use of benefit-cost analysis for regulatory decision-making in the realm of environmental protection and natural resource management.  Such decisions include whether existing regulations should be removed, whether new regulations should be adopted and to what degree we should make costly sacrifices in order to protect the environment.  
· What is the justification for using the output from a BCA as a public policy decision tool?  What is the ideal role for BCA?  When should it play a leading role?  When should it play a subordinate role?  When should BCA be prohibited from consideration?  What general principles are there for determining these thresholds?
· If you see limitations to the applicability of BCA, to what degree are they limitations of methodology versus morality?  
· For cases in which you argue that BCA is not appropriate, what alternative framework should take its place?  How do we then realistically and pragmatically set priorities?  (See e.g. discussion of the precautionary principle below.)
· BCA entails a process of valuation which aims to assess and aggregate individual willingness-to-pay for a gain in environmental quality or avoid a loss otherwise already “in the pipeline”.  (Valuation can also entail assessing the willingness-to-accept a loss in environmental quality that would otherwise not occur.)  Provide guidance on the limits to this process.  Are there some environmental goods that should simply not be valued like a commodity?  When is a market-based approach to valuation acceptable?  In the words of Michael Sandel, “(A)re there certain virtues and higher goods that markets do not honor and money cannot buy?” (Sandel, 2009, p. 102).   When does such market-oriented valuation corrupt or degrade traditional or alternative norms governing the environment? 
Make sure that any critique is clearly identified as either a methodological or moral concern.  
As usual:   
· You are welcome to customize the topic (and approach) to fit your interests.  Feel free to pursue any moderate variation on the questions above.  If you want to go further afield in topic or approach, please coordinate with me by email. 
· Make sure that you have a strong thesis and that it is supported by logical argument and/or reference material.  
· Make sure to move beyond the provided references and avoid simply summarizing others’ arguments.

Motivational quotes: 
1. In reality: 
a. “Some environmental laws in the United States explicitly prohibit the use of benefit-cost analysis in some areas of environmental policy” (K&O, 237).  
b. “Over the years, Congress has sent mixed signals regarding the use of benefit–cost analysis in policy evaluation. Some statutes actually require the use of benefit–cost analysis,61 whereas others have been interpreted to effectively preclude the consideration of benefits and costs in the development of certain regulations.62”  (Revesz and Stavins, 2007, p. 528).

2.  “Although formal benefit-cost analysis should not be viewed as either necessary or sufficient for designing sensible public policy, it can provide an exceptionally useful framework for consistently organizing disparate information, and in this way, it can greatly improve the process and, hence, the outcome of policy analysis.”   -Arrow et al. (1996)
3. "In this approach [of assigning dollar values to human life, human health, and nature itself] formal cost-benefit analysis often hurts more than it helps: it muddies rather than clarifies fundamental clashes about values.  … [E]conomic theory gives us opaque and technical reasons to do the obviously wrong thing."        -Ackerman and Heinzerling (2004)
4. “Of course it is difficult and uncomfortable to assign monetary values to human lives or to risks of death. Many people find the very idea preposterous. But whenever government decides how much to reduce risks, it is implicitly assigning such values.  …   Any regulator will acknowledge that at some point the cost of additional risk reduction is just too high. Why not be honest about that? Ackerman and Heinzerling cannot really deny that the current system of regulation does show inexplicable and apparently unjustified patterns -- large sums devoted to small risks, small sums devoted to large risks. The government's decisions will be far more transparent to the public, and far more consistent, if the government says how much it is willing to pay to prevent a risk of death. There is little to be said for hiding the ball.    ….  Ackerman and Heinzerling would prefer to replace cost-benefit analysis with a European-style precautionary principle. But in many contexts, that principle is worse than unhelpful; it is utterly incoherent.”   -Sunstein (2004)
5. Here Sunstein is summarizing Ackerman and Heinzerling: “Bans on whaling, for example, are rooted in a widely shared ethical judgment, not in cost-benefit analysis. A democracy should base its decisions about the protection of nature on such ethical judgments, rather than by aggregating people's willingness to pay.”   -Sunstein (2004)
6. “Treating (some things) as commodities degrades them, or fails to value them properly.  …  Certain modes of valuation are appropriate to certain goods and practices.  … (Some would argue that it’s) a mistake to treat all things as if they were commodities.   It would be wrong for example to treat human beings as commodities, mere things to be bought and sold.   That’s because human beings are persons worthy of respect, not objects to be used.  Respect and use are two different modes of valuation.”  -Sandel (2009, p. 96).
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