HB 215 MERELY REQUIRES COST-BENEFIT THINKING:

MEANWHILE, EVEN QUANTITATIVE COST-BENEFIT CALCULATION IS EASY, RELIABLE,
AND ROUTINELY DONE ELSEWHERE (FOR AT LEAST 100 YEARS...)

Dear Members of the Environment & Agriculture Committee,

[ expect to hear claims next Tuesday on HB 215 that cost-benefit analysis (CBA) is mysterious, unreliable,
hard to do, expensive, or “not ready for prime time.” DES may offer this objection. NONE OF THIS IS
REMOTELY TRUE. CBA was “ready” in 1772, has been used routinely since 1936, and has been a
required and extraordinarily useful feature of all federal rulemaking since Ronald Reagan ordered it done
in 1981. To the limited extent that CBA involves any “rocket science,” that has already been worked out.

[ have taught full-year courses on the mechanics of CBA to undergrads, medical students, and law
students, but [ truly appreciate the challenge of trying to summarize this information on one single page

(plus three images), as you meet to discuss this very simple and much-needed bill.

History of CBA:

See a quote from Benjamin Franklin on the next page.

The U.S. Army Corps of Engineers “invented” CBA for project evaluation in response to
requirements of the Flood Control Act of 1936, and has used CBA to approve or deny tens of
thousands of projects. In a 1996 book, historian Theodore Porter described this law as “one of the
heroic efforts of the United States Congress to control its own bad habits.”

In 1981, President Reagan issued Executive Order 12291, requiring all federal agencies to assert,
with evidence and reasoning, that the benefits of any regulation justified its costs.

There are two very large professional societies (the Society for Benefit-Cost Analysis and the
Society for Risk Analysis), with thousands of experts who do CBA every day of the week; these
society’s journals have produced since the 1980s more than 5,000 peer-reviewed studies that use

CBA and/or improve its methods.

Basic Mechanics of CBA:

For each kind of harm that a project might cause, we just need an estimate of (or in the case of HB
215, to need to “consider”) how “large” the harm is (e.g, acres or numbers of people affected), how
likely it is to occur, and how costly each unit of harm is. The first two pieces are the province of
scientists and engineers, and the third is the work of economists.

Economists are very good at estimating people’s “willingness to pay” (WTP) for health or
environmental improvements. In particular, there are hundreds of studies of WTP for reductions
in risks of grave disease or death, which has led to a consensus “value of life” of approx. $11
million. In other words, a project that is predicted to add a 1-in-10,000 risk of death to 100,000
people would “cost” society $110 million, which can then be compared to the economic benefits
the project would provide (in this case, jobs, cheaper trash disposal, etc.).



https://fs.blog/benjamin-franklins-rule-for-decision-makin

“Bhen these difficult Cases occur, they ave difficult chiefly because all the Reagons pro and con are not
pregent to the Mind at the same time; but sometimes one Set pregent themselbves, and at other times
another, the first being out of Sight...

To get over this, my Way is, to divide half a Sheet of Paper by a Line into two Columns, writing
over the one Pro, and over the other Con. Then during three or four Days Consideration I put
down under the different Heads short Hints of the different Motives that at different Times occur
to me for or against the Measure. ... Where I find two, one on each side, that seem equal, I strike
them both out: If I find a Reason pro equal to some two Reasons con, I strike out the three. If I
judge some two Reasons con equal to some three Reasons pro, I strike out the five; and thus
proceeding I find at length where the Ballance lies; and if after a Day or two of farther
Consideration nothing new that is of Importance occurs on either side, I come to a Determination
accordingly.

And tho” the Weight of Reasons cannot be taken with the Precision of Algebraic Quantities, yet
when each is thus considered separately and comparatively, and the whole lies before me, I think I
can judge better, and am less likely to take a rash Step.”
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9 Executive Orders That Changed American
History

Ronald Reagan’s Executive Order 12291 (1981): This order, signed by
President Reagan almost immediately upon taking office, required cost-benefit
analysis to be applied to every “regulatory action” undertaken by the Federal

government, signaling a broad shift toward deregulation.
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