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 Proper application of the value of a statistical life (VSL) is essential to preventing the systematic undervaluation of life throughout the
world. This new post from W. Kip Viscusi       argues that the values used by government agencies to monetize prospective risk reductions

should be consistent with the values estimated in the economic literature.  Doing so would   signi cantly increase the values used in many countries, such as
the United Kingdom and Australia. Moreover, the values the United States assigns to fatalities in setting regulatory   sanctions are extremely low, which
creates a disparity between the values used in setting regulations and the values used to enforce regulations. A more consistent approach would apply a
value to sanctions that is comparable to the value used for VSL.

Proper application of the value of a statistical life (VSL) is essential to preventing the systematic undervaluation of life throughout the world. The values
used by U.S. federal agencies to monetize prospective risk reductions formerly were too low but have increased over time and are now in a range consistent
with the economic literature. However, the values agencies assign to fatalities in setting regulatory sanctions are extremely low—often a fraction of the
current estimates for VSL estimates used in regulatory contexts. Further, other countries still monetize risk reductions using techniques that undervalue life
relative to VSL estimates. 

The origin of monetizing mortality risks in the United States and other countries can be traced to application of the human capital approach, which some
agencies termed the “cost of death.” In the view of agency of cials, life was too sacred to value, so instead they assigned a monetary value to the deaths.
When I introduced the VSL in 1982 to resolve the dispute between the Occupational Safety and Health Administration (OSHA) and the Of ce of Management
and Budget over the proposed hazard communication standard, the shift to the VSL as the measure of mortality bene ts boosted bene ts by a factor of 10.
The bolstering of bene t assessments through the use of the VSL re ects the historical role of the VSL in providing an economic ef ciency rationale for
bene t assessments, making regulations more stringent than if set based on cost-of-death values.

Behavioral economics phenomena also came into play in the shift from a human capital to VSL approach. Agencies remained anchored in their established
approach of basing mortality bene t assessments on the monetary costs of death. After adopting the VSL methodology for measuring the willingness to pay
for mortality reduction bene ts, agencies increased their mortality bene t assessment estimates over time, but the values often lagged behind the VSL
estimates in the economics literature (Viscusi 2013). The values currently applied across the federal government are generally in a similar and much more
reasonable range.

Remarkably, there has been less progress in aligning U.S. agencies’ regulatory sanctions for fatalities with the VSL. The penalty values are typically
constrained by agencies’ original statutes, which have undergone some modest updates for in ation. The penalties are not linked to the VSL in any way, with
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the result being very low penalties such as OSHA’s average penalty for serious violations associated with fatalities of $7,000 for federal inspections and
$3,500 for state inspections.

Outside the United States, VSL been consistently underestimated, with anchoring on the original human capital values. In the United Kingdom. the
government has relied on stated preference studies for estimating the VSL, which often are below the labor market estimates. But more important is that a
downward bias was introduced in the selection of the VSL based on the stated preference evidence. U.K. of cials remained anchored on the previous low
estimates of the valuation of mortality risks and selected a VSL value below the mean estimated stated preference range (Jones-Lee and Spackman 2013). In
Australia, the review of VSL estimates for government policy encompassed both revealed preference and stated preference methods, but once again of cials
remained anchored in the “cost of death” approach and selected VSL estimates from the lower end of the range (Abelson 2003, 2008).

To place the VSL estimates on sounder footing throughout the world, in my forthcoming book, Pricing Lives: Guideposts for a Safer Society, I propose that the
base VSL gure should be the estimate of the VSL in the United States derived from labor market studies that utilize the Census of Fatal Occupational
Injuries (CFOI) data. The CFOI data serve as the gold standard for fatality rate data. Moreover, unlike most other VSL estimates, VSL estimates based on these
estimates are subject to very little publication selection biases (Viscusi 2015a).  
 
 
 
One can couple a U.S. VSL estimate of about $10 million with an international income elasticity estimate of 1.0 to obtain VSL estimates throughout the
world. (The topic of adjusting VSL to re ect income differences across countries has been addressed in several issues of the Journal of Bene t Cost Analysis,
most recently a group of articles appearing in 2017, as well as articles in 2013 and 2011.) Even after this downward income adjustment, the projected VSL
for other countries greatly exceeds the VSL currently used in these countries. According to the HM Treasury’s Green Book: Central Government Guidance on
Appraisal and Valuation, current VSL estimate for policy analyses in the United Kingdom is about $2.1 million for oods and $2.4 million for transport (all

gures in 2015 dollars), whereas the projected VSL based on my procedure above would be $7.1 million. Similarly, the of cial Australian guidance VSL is
$3.5 million (in U.S. dollars), while my projected VSL for Australia is $7.9 million. A similar pattern is observed throughout the world, as extrapolating the
U.S. values internationally boosts the value placed on fatality risk reductions despite applying an income elasticity adjustment. 
 
 
 
The themes in this post are discussed in W. Kip Viscusi’s new book, Pricing Lives: Guideposts for a Safer Society (Princeton: Princeton University Press, 2018).
 Princeton University Press is offering a 20% discount to the SBCA.  To order the book, follow this link and enter the offer code EX225 at checkout. The offer
code expires 4/30/18. 
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W. Kip Viscusi is past president of the Society for Bene t-Cost Analysis and University Distinguished Professor of Law and Economics at Vanderbilt University.  He has
also held tenured professorships at Harvard University, Duke University, and Northwestern University and has published widely on the economics of health, safety,
and environmental risk regulations.
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