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distributional analysis regarding “dis-
advantaged, vulnerable or marginalized
communities” in the United States. The
development of a domestic SCC estimate is
a prerequisite for a distributional analysis
of the effects on such communities.

The EPA’s proposal asserts that the
U.S. use of a global estimate of damages
will encourage other nations to reduce
future emissions. But this seems like wish-
ful thinking. Most countries are already
failing to meet their pledged non-bind-
ing commitments under the 2015 Paris
Agreement. It is longstanding practice in
U.S. regulatory analysis to incorporate only
those changes in behavior required by cur-
rent law or binding agreements, not goals
or pledges. In addition, focusing strictly
on global SCC presumes that U.S. policy-
makers are indifferent about whether cli-
mate-control benefits occur in the United
States or elsewhere in the world. Such
indifference would be surprising news to
members of Congress and to U.S. taxpay-
ers and voters, who have a right to know
the benefits of GHG emissions cuts to the
United States and the rest of the world.

The choice to develop domestic as well
as global SCC estimates affects incentives
to both the EPA and the outside academy
to improve such estimates. The EPA has
chosen to develop a global SCC estimate,
a summary measure of a dauntingly com-
plex reality. The agency’s failure to provide
a domestic SCC estimate might effectively
chill efforts to improve the technical qual-
ity of such estimates.

The EPA should consider and report
estimates of the benefits to the United
States from GHG emissions reductions.
Focusing solely on global benefits of such
reductions without considering the cor-
responding benefits to the United States
provides inadequate transparency to Amer-
icans who will bear the costs of emissions
restrictions adopted by U.S. regulators. (R

READINGS

B “Challenges in Top-Down and Bottom-Up
Soft-Linking: Lessons from Linking a Swedish Energy
System Model with a CGE Model,” by A. Krook-Riek-
kola, C. Berg, E.O. Ahlgren, and P. Séderholm. Energy
141: 803-817 (2017).

B “Determining the Proper Scope of Climate Change
Benefits in U.S. Regulatory Analyses: Domestic versus
Global Approaches,” by T. Gayer and W.K. Viscusi.
Review of Environmental Economics and Policy 10(2):
245-263 (2016).

B “Rethinking the Social Cost of Carbon Dioxide,”
by M.G. Morgan, P. Vaishnav, H. Dowlatabadi, and L.L
Azevedo. Issues in Science and Technology 33(4): 43-50
(2017).

B “Social Cost of Carbon: Domestic Duty,” by Art
Fraas, Randall Lutter, Susan Dudley, et al. Science
351(6273): 569 (2016).

B “The Climate Policy Dilemma,” by R.S. Pindyck.
Review of Environmental Economics and Policy 7(2):
219-237(2013).

B “The Economics of Immense Risk, Urgent Action
and Radical Change: Towards New Approaches to the
Economics of Climate Change,” by N. Stern, J. Stiglitz,
and C. Taylor. Journal of Economic Methodology 29(3):
181-216 (2022).

B “The Social Cost of Carbon Revisited,” by R.S.
Pindyck. Journal of Environmental Economics and Man-
agement 94: 140-160 (2019).

B “The Use and Misuse of Models for Climate Policy,”
by R.S. Pindyck. Review of Environmental Economics and
Policy 11(1): 100-114 (2017).

B “When and How to Use Economy-Wide Models

for Environmental Policy Analysis,” by J.C. Carbone,
LT. Bui, D. Fullerton, et al. Annual Review of Resource
Economics 14: 427-446 (2022).

Is a Child’s Life Twice as
Valuable as an Adult’s?

®$ BY THOMAS J. KNIESNER AND W. KIP VISCUSI

he rise of interest in evidence-based policymaking has cre-
ated incentives for regulatory agencies to demonstrate the
overall benefit-cost merits of their policies. An agency can
use evidence to choose more cost-beneficial policies, or it can create
the appearance of desirable policies by changing the ground rules by

which it assesses a policy’s merits.

The Consumer Product Safety Com-
mission (CPSC) recently chose the latter
course when monetizing the benefit of
mortality risk reductions for children from
a proposed safety standard for operating
cords on custom window coverings. The
cords are currently estimated to be respon-
sible for nine fatal injuries annually. Each
of those deaths is a tragedy, but together
their loss as measured by typical value of
a statistical life (VSL) estimates would not
justify the cost of the proposed standard.
Instead of accepting that calculus, the
CPSC changed its policymaking rules to
double—and considers tripling—the VSL
to analyze the proposed rule.

Equitable VSL | Mortality costs comprise
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the most prominent share of life-saving
policy benefits, and risks to children are
a major focus of CPSC efforts. Doubling
the rate at which regulations’ benefits are
valued can result in major swings in regu-
latory policy attractiveness.

Agencies throughout the government
use VSL estimates to monetize the mortality
risk reductions of policies. The underlying
principle guiding benefit assessment for
mortality risks and other policies is that
it is based on individual willingness to pay
for the risk reduction. The principal source
of willingness-to-pay values consists of data
drawn from actual decisions that people
make with respect to mortality risks. Most of
the revealed preference estimates are drawn
from studies of wage premiums workers
receive for mortality risks. There is almost a
half century of economics literature docu-
menting the magnitude of the wage premi-
ums workers receive for health risks.

Agencies use this information to apply
an average VSL in the range of $11 mil-
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lion to $12 million. These values make no
distinctions based on age, income, race,
gender, or other personal characteristics.
We refer to the practice of valuing risks
symmetrically as equitable risk tradeoffs.

There is, of course, potential heterogene-
ity in the VSL. More-aftluent people require
higher levels of compensation to incur a
given risk. There are also age variations in
the estimated VSL amounts across different
age groups. Estimates of the VSL for labor
market risks display an inverted U-shaped
pattern that peaks in middle age and is lower
for a worker aged 20 than it is for a worker
aged 60. However, government agencies do
not make distinctions related to differences
in the VSL by age, but instead treat mortal-
ity risks symmetrically, consistent with our
equitable risk tradeoff approach.

Estimating VSL for children /| How should
we think about valuing risks to children?
Instead of exploring private willingness to
pay to reduce mortality risks, the govern-
ment might focus on some other measures
or consider what mortality risk reductions
are worth, such as longevity of the individ-
uals whose lives are being protected. Chil-
dren have longer expected remaining lives
than adults, so a greater quantity of life is
at risk. However, government agencies have
generally not adopted a length-of-life metric
for valuing mortality risks. The CPSC itself
acknowledges that the Office of Manage-
ment and Budget has specifically cautioned
against using age-adjustment factors when
applying the VSL and that no other agency
uses a different VSL number for children.
Butitalso notes that the CPSC is not legally
required to follow OMB guidance.

The CPSC goes beyond appealing to a
quantity-of-life rationale for doubling the
VSL for children. Its justification draws on
stated preference surveys, some of which
indicate that people might be willing to
value children’s lives more highly than the
lives of adults. Responses to hypothetical
survey questions are often not a useful
guide for policy. Stated preference evidence
is not as informative as revealed preference
data based on actual risk-taking decisions.
Stated preference studies can be instructive

but are often problematic and are subject
to rampant potential biases.

Besides the broader concerns just
mentioned, the available evidence with
respect to children is quite sparse, partic-
ularly compared to the huge literature on
VSL more generally. CPSC cites a review
of only five stated preference articles that
were based on four surveys. Even if the
studies are reliable, they constitute a very
slim empirical foundation for a major shift
in benefit assessment practices.

But the deficiency of the empirical
justification offered by the CPSC is even
greater. To utilize any benefit value, it is a
prerequisite that the analyst demonstrates
that it is appropriate to transfer the ben-
efit value from one context to a different
situation. The available stated preference
studies cited by the CPSC encounter two
deficiencies with respect to the benefit
transfer issue. First, half of the samples
considered focused on populations outside
the United States: one in Italy and one in
France. Assessments of the VSL vary greatly
by country. The age-related differences in
the relative value of risks to children may
vary as well. Countries have different age
distributions, income levels, health care
systems, and social norms.

The second benefit transfer deficiency is
that none of the types of death considered
in these articles are similar to the nature
of the deaths addressed by CPSC policies.
Cancer, respiratory disease, and foodborne
illness deaths are the focus of the surveys,
not traumatic injuries regulated by the
CPSC, such as children injured by cords
from window coverings.

The practical impetus for the CPSC’s
effort to use a greater VSL for children is
to justify a prospective regulation. Based
on a conventional VSL, the benefits for the
proposed corded blind regulation fall far
short of the costs. Doubling the VSL for
children boosts the apparent attractiveness
of the regulation, but even that effort to
bolster the policy’s benefits does not carry
the day. The CPSC then presents a sensi-
tivity analysis indicating that a tripling of
the VSL for children would come close to
making the benefits greater than the costs.

While the CPSC’s proposed guidance for
its standard VSL rate when valuing risks to
children is to double the average societal
VSL, the CPSC may advocate whatever VSL
multiple is needed to create the illusion of
adesirable policy in order to make undesir-
able regulations appear to be worthwhile.
At the other end of the age spectrum, the
CPSC also considers regulations to protect
senior citizens from productinjuries. How it
will value deaths of seniors may turn out to
be even more problematic. In its recent anal-
yses, the CPSC suggested that the potential
for using a lower VSL for seniors is an active
area of research, which is a topic that we
addressed in an earlier Regulation article. (See
“What Are 750,000 Senior Deaths Worth?”
Winter 2022-2023.) If the CPSC adopts a
lower VSL for senior citizens, it will once
again use out-of-the-mainstream practices
for regulatory analysis. Ever since the out-
cry that resulted when the Environmental
Protection Agency used a “senior discount”
to value mortality risks for people over age
65 in its 2003 analysis of the Clear Skies
initiative, government agencies have steered
clear of devaluing the lives of senior citizens.

Looking ahead/ At some point, government
agencies may choose to adopt different
VSL levels for children or other age groups
such as adults over 65. Any future efforts to
improve the mortality risk calculations for
government regulations affecting children
or other demographic groups should be
based on solid empirical evidence rather
than an attempt to justify regulations that
would not otherwise pass muster based on
economic efficiency considerations.
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