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INTRODUCTION
During this past Term, the Supreme Court of the United States decided
two significant cases, both interpreting the Clean Air Act, which together
should be seen as producing a significant move toward rationality in environmental policy. And it did so with the full support of six members—Chief Justice Roberts and Justices Kennedy, Ginsburg, Breyer, Sotomayor, and Kagan—
and the partial support of Justice Scalia.
As is typical when environmental cases get litigated in federal courts,
these two cases involved seemingly narrow questions of statutory interpretation. What is the meaning of “amount which will . . . contribute significantly to
nonattainment,”1 which was central to EPA v. EME Homer City Generation,
L.P. (“ EME Homer”)? 2 What is the meaning of “air pollutant,”3 which was
central to Utility Air Regulatory Group v. EPA (“ UARG”)? 4 Broader questions
of policy were dealt with in passing in the briefs but, with one important exception,5 were not addressed explicitly by the Court. Nonetheless, in deciding these
two cases, the Court significantly shifted environmental policy in a positive
direction.
This Essay takes as its starting point the idea that, in order to achieve
rationality, U.S. environmental policy should operate in accordance with five
major components of rationality. First, cost-benefit analysis provides a tractable
means of weighing the tradeoffs involved in setting environmental policy between environmental goals and other social values. Improving environmental
* Lawrence King Professor of Law and Dean Emeritus, New York University School of Law. The
very helpful comments of Denise Grab, Clare Lakewood, Jack Lienke, and Michael Livermore
and the generous financial support of the Filomen D’Agostino and Max Greenberg Research Fund
at the New York University School of Law are gratefully acknowledged. I served as counsel of
record for the Institute for Policy Integrity at NYU Law School on the two cases discussed in this
Essay.
1
42 U.S.C. § 7410(a)(2)(D)(i) (2012).
2
134 S. Ct. 1584 (2014).
3
E.g., 42 U.S.C. §§ 7475(a)(4), 7479(1), 7602(j).
4
134 S. Ct. 2427 (2014).
5
See infra text accompanying notes 84–85.
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quality is not a cost-free enterprise, and decisionmakers should aim to maximize the net benefits—benefits minus costs—delivered by a policy.
Second, cost minimization requires choosing the cheapest way to attain a
given environmental objective. Even if policy goals are not chosen to maximize
net benefits, a cost-minimizing approach would nonetheless lead to the cheapest way to meet that goal.
Third, flexible market-based instruments, such as marketable permit
schemes, are one important mechanism for achieving cost minimization, by
providing economic incentives to take advantage of the cheapest cost-abatement opportunities. Such schemes also provide desirable incentives for technological innovation and economic growth.
Fourth, in order to avoid excessively broad exemptions for existing
sources from the pollution standards applicable to new sources, as has been
common in the history of U.S. environmental regulation, placing appropriate
constraints on grandfathering should be regarded as an important element of a
rational environmental policy. This goal has become particularly pressing since
the enactment of the Clean Air Act in 1970, when sources, some of which were
already obsolete at the time, were initially grandfathered.
Fifth, an important feature of U.S. environmental policy concerns the allocation of decision-making authority between the federal government and the
states. In this context, the control of interstate externalities provides the most
compelling argument for federal regulation. Providing the right incentives on
this issue should be regarded as a critically important design element.
Part I describes the aspects of the two cases that are relevant to the subsequent analysis and places them in historical context to better highlight the
themes of this Essay. Parts II through IV discuss, respectively, the cases’ implications for three components of rationality—cost minimization, grandfathering,
and the allocation of decision-making authority between the federal government and the states—and show how the Court significantly moved the dial in
the right direction on these issues. The Conclusion shows that the Court’s approach to these three components is consistent with a rational approach to the
remaining two components.
I. A TALE

OF

TWO CASES

A. EME Homer: Controlling Interstate Air Pollution
The Clean Air Act’s centerpiece is the National Ambient Air Quality Standards (“NAAQS”),6 which establish maximum allowable concentrations of
several air pollutants emitted by numerous or diverse sources,7 at levels that the
U.S. Environmental Protection Agency (“EPA”) determines are “requisite to
protect the public health”8 and “the public welfare.”9 The most significant
6

42 U.S.C. § 7409.
Id. § 7408(a)(1)(B).
8
Id. § 7409(b)(1).
7
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challenge for northeastern states seeking to meet the NAAQS is the air pollution that gets transported by prevailing winds from old midwestern sources,
primarily power plants.10 Section 110(a)(2)(D) of the Clean Air Act, also
known as the Good Neighbor Provision,11 prohibits states from contributing
significantly to nonattainment of the NAAQS in other states.12 EME Homer is
the culmination of an effort, extending back to the Clinton Administration, to
use this provision to control excessive midwestern pollution that reaches the
Northeast.
The modern-day saga to control regional pollution began in 1998, when
EPA issued the “NOx SIP Call,” determining that twenty-three midwestern and
eastern states “contribut[ed] significantly” to the downwind nonattainment of
the NAAQS for nitrogen oxides (“NOx”). 13 EPA ordered these states to revise
their State Implementation Plans (“SIPs”),14 which specify how a state will
control its sources so that the NAAQS are met.15 In doing so, EPA determined
what pollution was “significant” in light of the magnitude, frequency, and relative amount of pollution a state contributed to a downwind state’s nonattainment, and of the cost of reducing that pollution.16 It required each state to
reduce its significant emissions by implementing “highly cost-effective controls,” which the Agency defined as controls that could be achieved for less
than $2,000 per ton.17 Each state was given discretion on how to achieve the
required reductions.18 In particular, the states were given the option of using a
trading program as an alternative to direct controls.19
In Michigan v. EPA,20 the D.C. Circuit upheld the NOx SIP Call against a
challenge arguing that the Good Neighbor Provision precluded the consideration of costs.21 The Court deferred to EPA’s interpretation of this provision,
determining that the Agency could consider costs because the “term ‘significant’ does not in itself convey a thought that significance should be measured in
only one dimension—here, in the petitioners’ view, health alone.”22 Judge Sentelle dissented, arguing that “no reasonable reading of the statutory provision in

9

Id. § 7409(b)(2).
See Petition to the United States Environmental Protection Agency for the Addition of Illinois,
Indiana, Kentucky, Michigan, North Carolina, Ohio, Tennessee, Virginia, and West Virginia to the
Ozone Transport Region Established Pursuant to Section 184 of the Federal Clean Air Act as
Permitted by Section 176A of the Federal Clean Air Act (Dec. 10, 2013), http://perma.cc/8T9MBX45.
11
See EME Homer, 134 S. Ct. 1584, 1595 (2014).
12
42 U.S.C. § 7410(a)(2)(D).
13
Finding of Significant Contribution and Rulemaking for Certain States in the Ozone Transport
Assessment Group Region for Purposes of Reducing Regional Transport of Ozone, 63 Fed. Reg.
57,356, 57,356 (Oct. 27, 1998) [hereinafter NOx SIP Call].
14
Id.
15
See 42 U.S.C. § 7410(a)(1).
16
NOx SIP Call, 63 Fed. Reg. at 57,377–78.
17
Id.
18
Id. at 57,378.
19
Id.
20
213 F.3d 663 (D.C. Cir. 2000).
21
Id. at 669.
22
Id. at 677.
10
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its entirety allows the term significantly to springboard costs of alleviation into
EPA’s statutorily-defined authority.”23
In 2005, EPA promulgated the Clean Air Interstate Rule (“CAIR”) to address the nonattainment in downwind states of the NAAQS for fine particulate
matter (“PM2.5”) and ozone.24 The rule required twenty-eight upwind states and
the District of Columbia to revise their SIPs with the purpose of reducing their
emissions of sulfur dioxide (“SO2”) and NOx, which are precursors to the formation of PM2.5 and ozone.25 CAIR thus provided that a state was subject to the
rule if it contributed 0.2 mg/m3 or more of PM2.5 to out-of-state downwind areas
in nonattainment; or if it contributed more than two parts per billion (“ppb”) or
one percent of ozone concentration to a nonattainment area’s ozone concentration level; and if its contributions were significant in magnitude, frequency, or
relative to the amount by which an area’s ozone contribution was in nonattainment.26 If a state was deemed a “significant contributor,” it would be required
to reduce its emissions by the level of reduction that could be achieved by
applying “highly cost-effective” emissions controls.27 To implement CAIR’s
emission reductions, the rule also created an interstate trading program for each
pollutant.28 States were then given the option to participate in the trading program as an alternative to imposing individual controls on their sources.29
In North Carolina v. EPA,30 the D.C. Circuit struck down CAIR, in an
opinion by then-Chief Judge Sentelle (the dissenter in Michigan v. EPA).31 First,
the court found that CAIR was invalid because the language of the Good
Neighbor Provision required EPA to measure each upwind state’s contribution
to downwind nonattainment.32 In the absence of such information, EPA had no
statutory authority to promulgate CAIR.33 The court reasoned that the Good
Neighbor Provision required that any interstate pollution-reduction program
“must do more than achieve something measurable; it must actually require
elimination of emissions from sources that contribute significantly and interfere
with maintenance in downwind nonattainment areas.”34 The court held that the
cap-and-trade program set out in CAIR did not guarantee such a result.35 “Theoretically, sources in Alabama could purchase enough NOx and SO2 allowances

23

Id. at 696 (Sentelle, J., dissenting).
Rule to Reduce Interstate Transport of Fine Particulate Matter and Ozone (Clean Air Interstate
Rule); Revisions to Acid Rain Program; Revisions to the NOx SIP Call, 70 Fed. Reg. 25,162,
25,162 (May 12, 2005) [hereinafter Clean Air Interstate Rule].
25
Id.
26
See id. at 25,191.
27
See id. at 25,197.
28
See id. at 25,273.
29
See id. at 25,274.
30
531 F.3d 896 (D.C. Cir. 2008).
31
Id. at 901.
32
See id. at 907–08.
33
Id. at 908.
34
Id.
35
See id.
24
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to cover all their current emissions, resulting in no change in Alabama’s contribution to Davidson County, North Carolina’s nonattainment.”36
In response to this judicial reversal, EPA promulgated the Transport Rule
(also referred to as the Cross-State Air Pollution Rule) to replace CAIR and
address the problem of interstate pollution.37 Like CAIR, the Transport Rule is a
call for SIP revisions by twenty-seven states in the midwestern, southern, and
eastern United States.38 Under the Transport Rule, a state is deemed to “contribute significantly” to downwind pollution if it exports at least one percent of a
NAAQS limit to a downwind state in nonattainment.39 The Transport Rule establishes state-specific emission budgets based on EPA’s evaluation of each
state’s significant contribution to nonattainment of PM2.5 or ozone NAAQS in
downwind states that could be eliminated at a cost of less than $500 per ton.40
The rule also allows for trading of emission allowances among covered states.41
Trading is constrained by the requirement that each state limit its emissions to
its individual budget, a requirement not present in the prior two rules.42
Shortly thereafter, the D.C. Circuit held that the Transport Rule was invalid because the states’ emissions budgets were not calculated by reference to the
“amounts” of emissions that “contribute significantly to nonattainment,” but
rather by reference to the cost of emission reductions.43 Rejecting EPA’s costbased approach, Judge Kavanaugh, the author of the opinion, articulated a fairness-based proportionality requirement, saying that it was impermissible to ask
“one upwind State to eliminate more than its statutory fair share, [because]
that State is necessarily being forced to clean up another upwind State’s share
of the mess in the downwind State.”44
In a 6–2 decision (with Justice Alito recused) in EME Homer, the Supreme
Court reversed the D.C. Circuit, finally bringing resolution to the question of
whether the pollution-reduction burden necessary to meet the NAAQS in downwind states could be allocated between upwind and downwind states in a way
that minimized aggregate costs.45 Writing for the Court, Justice Ginsburg acknowledged that the Good Neighbor Provision constrains the “amount” of pollution that can contribute to a downwind state’s nonattainment problem and that
this “amount” is excessive if it “significantly contributes” to this problem.46 In
a straightforward application of the deference principles of Chevron,47 the
Court deferred to EPA’s decision to take costs into account in making this “sig36

Id. at 907.
Federal Implementation Plans: Interstate Transport of Fine Particulate Matter and Ozone and
Correction of SIP Approvals, 76 Fed. Reg. 48,208, 48,211 (Aug. 8, 2011) [hereinafter Transport
Rule].
38
Id.
39
See id. at 48,236–37.
40
See id. at 48,256.
41
See id. at 48,271–72.
42
See id. at 48,303.
43
EME Homer City Generation, L.P. v. EPA, 696 F.3d 7, 12 (D.C. Cir. 2012).
44
See id. at 27.
45
134 S. Ct. 1584, 1593 (2014).
46
See id. at 1603–04.
47
Chevron U.S.A., Inc. v. Natural Res. Def. Council, Inc., 467 U.S. 837 (1984).
37
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nificance” determination.48 In a dissent joined by Justice Thomas, Justice Scalia
echoed Judge Kavanaugh’s opinion below.49 According to Justice Scalia, the
plain meaning of the statute compelled the conclusion that the pollution reduction necessary for the downwind states to meet the NAAQS had to be “in proportion to the amounts of pollutants for which each upwind State is
responsible.”50 He chided the majority for instead deferring to EPA’s decision
to allocate the burden “on the basis of how cost-effectively each can decrease
emissions.” 51
B. UARG: Regulating Greenhouse Gases from Stationary Sources
UARG is best understood in its historical context. In 2007, a challenge was
brought to the denial of a petition requesting that EPA regulate the greenhouse
gas (“GHG”) emissions of automobiles.52 The Supreme Court held, in Massachusetts v. EPA,53 that GHGs are “air pollutants” for the purposes of section
202 of the Clean Air Act, which deals with the regulation of motor vehicle
emissions.54 The Court ordered EPA to make a determination of whether GHGs
“endanger public health or welfare,”55 which is a necessary condition for regulation.56 The Obama Administration made the Endangerment Finding on December 15, 2009, determining that “six greenhouse gases taken in combination
endanger both the public health and the public welfare of current and future
generations.”57
This Endangerment Finding led EPA to promulgate three additional rules.
The Tailpipe Rule, promulgated jointly with the Department of Transportation
in May 2010,58 established standards for the GHG emissions of light-duty vehicles. These standards were set to go into effect in January 2011.59
The two remaining rules are the first GHG regulations of stationary
sources. Both of them apply to the Clean Air Act’s Prevention of Significant
Deterioration (“PSD”) program,60 which principally constrains the deterioration of ambient air quality in regions that meet the NAAQS. In April 2010, EPA

48

EME Homer, 134 S. Ct. at 1606–07.
Id. at 1610 (Scalia, J., dissenting).
50
Id.
51
See id.
52
For a more detailed description of the case, see Cecilia Segal, Climate Regulation Under the
Clean Air Act in the Wake of Utility Air Regulatory Group v. EPA: Introduction, 39 HARV. ENVTL.
L. REV. 1, 1–2 (2015).
53
549 U.S. 497 (2007).
54
Id. at 500.
55
Id.
56
42 U.S.C. § 7521(a)(1) (2012).
57
Endangerment and Cause or Contribute Findings for Greenhouse Gases Under Section 202(a) of
the Clean Air Act, 74 Fed. Reg. 66,496, 66,498 (Dec. 15, 2009).
58
Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate Average Fuel Economy
Standards, 75 Fed. Reg. 25,324 (May 7, 2010).
59
Id. at 25,328. The standards applied to vehicles in model years 2012–2016.
60
42 U.S.C. §§ 7470–7479.
49
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issued the Timing Rule.61 Under the PSD program, stationary sources covered
by its preconstruction provisions are subject to the Best Available Control
Technology (“BACT”) requirement “for each pollutant subject to regulation”
under the Clean Air Act.62 The Timing Rule determined that a pollutant is “subject to regulation” when a regulatory requirement to control emissions of that
pollutant “takes effect.”63 As a result, GHGs became subject to regulation
under the PSD program in January 2011, when the vehicle standards went into
effect.
Then, in June 2010, EPA promulgated the Tailoring Rule.64 The preconstruction provisions of the PSD program apply to any “major emitting facility.”65 The PSD program defines a “major emitting facility” as any stationary
source that has the potential to emit 250 tons per year of any air pollutant and,
for certain enumerated categories, any stationary source that has the potential to
emit 100 tons per year of any air pollutant.66 Few sources emit this quantity of
conventional pollutants, such as carbon monoxide or lead. EPA’s permitting
programs for PSD as well as New Source Performance Standards (“NSPS”)
and nonattainment regulations cover fewer than 16,000 sources.67 In contrast,
the Agency estimated that over six million sources, many of them residential,
meet the emission threshold of 100 tons per year for GHGs.68 As a result, EPA
established that only new stationary sources with GHG emissions exceeding
100,000 tons per year and modified existing sources with GHG emissions
above 75,000 tons per year would initially be deemed “major” for the purposes
of the PSD program’s preconstruction provisions.69 The Agency left open the
possibility that this threshold might be lowered over time.70
In perhaps its most important environmental opinion ever, given its impact
on the regulation of GHGs under the Clean Air Act, the D.C. Circuit upheld the
Endangerment, Tailpipe, Timing, and Tailoring Rules.71 Nine certiorari petitions
were filed raising a large number of issues, but the Supreme Court granted
review on only one of these issues: whether the regulation of GHGs from motor
vehicles triggered permitting requirements for stationary sources.72
A fractured Supreme Court divided its analysis of the case into two distinct parts: whether GHGs trigger the preconstruction provisions of section
165(a) and whether the BACT requirement, which must be met by “major emit61
Reconsideration of Interpretation of Regulations That Determine Pollutants Covered by Clean
Air Act Permitting Programs, 75 Fed. Reg. 17,004 (Apr. 2, 2010) [hereinafter Timing Rule].
62
42 U.S.C. § 7475(a)(4).
63
Timing Rule, 75 Fed. Reg. at 17,004.
64
Prevention of Significant Deterioration and Title V Greenhouse Gas Tailoring Rule, 75 Fed.
Reg. 31,514 (June 3, 2010) [hereinafter Tailoring Rule].
65
42 U.S.C. § 7475(a).
66
42 U.S.C. § 7479.
67
See Tailoring Rule, 75 Fed. Reg. at 31,536–37, 31,540, 31,557.
68
See id. at 31,536.
69
Id. at 31,568.
70
See id. at 31,563.
71
Coal. for Responsible Regulation, Inc. v. EPA, 684 F.3d 102, 113–14 (D.C. Cir. 2012) (per
curiam), aff’d in part, rev’d in part sub nom. UARG, 134 S. Ct. 2427 (2014).
72
UARG, 134 S. Ct. 2427, 2438 (2014).
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ting facilit[ies]” constructed in PSD areas, applies to GHGs. Justice Scalia, in
an opinion joined in full only by Chief Justice Roberts and Justice Kennedy,
answered the first question in the negative,73 but the second in the affirmative.74
Justice Alito, in an opinion joined by Justice Thomas, answered both questions
in the negative and joined Justice Scalia’s opinion on the first question.75 Justice
Breyer, joined by Justices Ginsburg, Sotomayor, and Kagan, answered both
questions in the affirmative, and joined Justice Scalia’s opinion on the second
question.76 In summary, the Court decided 5–4 that GHGs do not trigger the
PSD program’s preconstruction provisions. But it decided 7–2 that, if these provisions are triggered by other pollutants, GHGs must be controlled through the
BACT requirement.
II. COST MINIMIZATION
Cost-effectiveness analysis is an economic tool used to compare multiple
regulatory actions with the same primary outcome. An action is cost-effective if
it minimizes the cost of achieving this outcome.77
In EME Homer, the primary outcome was not in dispute: the NAAQS
must be met in both upwind and downwind states. At issue, instead, was how to
allocate the pollution control burden between upwind and downwind sources.
In the NOx SIP Call, CAIR, and Transport Rules, EPA used a cost-effectiveness
approach, imposing the measures that could be implemented at least cost to
meet the NAAQS.78 A condition for cost-minimization is the equalization
across sources of the marginal costs of compliance—the cost of an additional
unit of emission reduction.79
EPA’s cost-minimization approach was in legal limbo for more than a decade as a result of the inconsistent decisions of the D.C. Circuit.80 In EME Homer, the Supreme Court ultimately upheld the use of cost minimization.81
In contrast, the proportionality approach advocated by Judge Kavanaugh’s
D.C. Circuit opinion, the industry respondents before the Court, and, most importantly, in Justice Scalia’s dissent would have led to a far more costly way of
meeting the NAAQS. It is well established that the costs of pollution abatement
increase as the percentage of required abatement increases.82 The principle is
intuitive and familiar. If we have only one apple tree and need to pick only a
73

Id. at 2439–44.
Id. at 2447–49.
Id. at 2455–77 (Alito, J., concurring in part and dissenting in part).
76
Id. at 2453–55 (Breyer, J., concurring in part and dissenting in part).
77
See U.S. OFFICE OF MGMT. & BUDGET, CIRCULAR A-4, REGULATORY ANALYSIS 10–11 (2003).
78
NOx SIP Call, 63 Fed. Reg. at 57,356, 57,377–78; Clean Air Interstate Rule, 70 Fed. Reg. at
25,162, 25,162; Transport Rule, 76 Fed. Reg. at 48,208, 48,210.
79
See THOMAS STERNER, ECONOMIC POLICIES FOR SUSTAINABLE DEVELOPMENT 27 (2d ed. 1996);
EPA, GUIDELINES FOR PREPARING ECONOMIC ANALYSES 4–7 (2014), http://perma.cc/S83Q-6EF3.
80
See supra text accompanying notes 21–44.
81
See supra text accompanying notes 45–51.
82
See SCOTT CALLAN & JANET THOMAS, ENVIRONMENTAL ECONOMICS AND MANAGEMENT: THEORY, POLICY AND APPLICATIONS 82 (2d ed. 2013); Daniel H. Cole & Peter Z. Grossman, When Is
74
75

R
R
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few apples, we will take the low-hanging fruit. But if we need many apples, a
stool or ladder will also be necessary, and the average time it takes to pick an
apple will be longer, the risks will be higher, and the equipment will cost time
and money to procure. Controlling pollution has the same characteristics.
Industrial facilities, and particularly power plants in the Northeast, emit
lower rates of pollution than sources in the Midwest.83 As a result, the approach
in Justice Scalia’s dissent that reductions be proportional in every state would
cost a great deal more in states that had already imposed significant controls on
their sources than in those that had not. The overall cost of meeting the underlying goal—attainment of the NAAQS—would therefore be much higher than if
more stringent controls were imposed on sources that had not yet controlled
their emissions, and conversely, less stringent additional controls (or no additional controls) were imposed on sources that had already controlled their emissions. As a result, the approach in Justice Scalia’s dissent does not lead to the
equalization of the marginal cost of pollution reduction.
The approach in Justice Scalia’s dissent has an additional pernicious consequence: it provides incentives for states to delay their efforts to impose pollution-reduction requirements on their sources. Under Justice Scalia’s logic, if a
state waits until it is compelled to do so by a federal rule, like the ones at issue
in the saga leading to EME Homer, the reductions count against the proportionality requirement. In contrast, if the state acts unilaterally, before the federal
requirement, the reductions would not count when a federal rule imposes a
proportionality requirement. The resulting incentive is for states to drag their
feet rather than act proactively to reduce their pollution so that the NAAQS can
be met. In contrast, the approach in Justice Ginsburg’s majority opinion avoids
this undesirable result.
In many cases, the Supreme Court decides a narrow question of statutory
interpretation and the Justices do not focus on the policy consequences of their
decision, and perhaps are even unaware of them. That was not the case in EME
Homer. Justice Ginsburg’s opinion clearly articulated the policy desirability of
EPA’s approach:
Using costs in the Transport Rule calculus, we agree with EPA, also
makes good sense. Eliminating those amounts that can cost-effectively be reduced is an efficient . . . solution to the allocation problem
the Good Neighbor Provision requires the Agency to address. Efficient because EPA can achieve the levels of attainment, i.e., of emission reductions, the proportional approach aims to achieve, but at a
much lower overall cost.84

Command-and-Control Efficient? Institutions, Technology, and the Comparative Efficiency of Alternative Regulatory Regimes for Environmental Protection, 1999 WIS. L. REV. 887, 915 (1999).
83
See Nathaniel Lord Martin, The Reform of New Source Review: Toward a More Balanced Approach, 23 STAN. ENVTL. L. J. 351, 378–79 (2004).
84
EME Homer, 134 S. Ct. 1584, 1607 (2014).
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And she also explicitly focused on the precise context in which the relevant issue arose:
Suppose, for example, that the industries of . . . State A have expended considerable resources installing modern pollution-control
devices on their plants. Factories in . . . State B, by contrast, continue
to run old, dirty plants . . . . If State A and State B are required to
eliminate emissions proportionally (i.e., equally), sources in State A
will be compelled to spend far more per ton of reductions because
they have already utilized lower cost pollution controls. State A’s
sources will also have to achieve greater reductions than would have
been required had they not made the cost-effective reductions in the
first place. State A, in other words, will be tolled for having done
more to reduce pollution in the past.85
Justice Ginsburg thus explicitly acknowledged the virtues of cost minimization and the undesirable incentive effects that would arise if states did not get
credit for prior efforts to control their polluters. EME Homer significantly promotes this element of rationality in environmental policy.

III. GRANDFATHERING
A key feature of U.S. environmental law is the extensive grandfathering of
existing sources from standards that apply to new sources. This feature is particularly prevalent under the Clean Air Act.86 Grandfathering of this sort has
bad incentive effects because it distorts “the economic analysis that existing
plant owners undertake when deciding whether to modernize or replace a
plant.”87 Stricter standards for new sources make building a new plant more
expensive than it would otherwise be. As a result, existing sources, often dirty
and obsolete ones, remain in operation longer than would otherwise be the
case—a phenomenon known as the “old plant effect.”88 This effect is both
economically undesirable and may worsen environmental quality by delaying
the replacement of a dirty existing source with a new source, which would be
more efficient, and therefore cleaner, even absent a regulatory requirement.89
The Clean Air Act’s principal requirements for stationary sources, particularly the NSPS program and the PSD permitting provisions, apply to new

85

Id.
See Jonathan Remy Nash & Richard L. Revesz, Grandfathering and Environmental Regulation:
The Law and Economics of New Source Review, 101 NW. U. L. REV. 1677, 1681–1707 (2007);
Richard L. Revesz & Allison L. Westfahl Kong, Regulatory Change and Optimal Transition Relief, 105 NW. U. L. REV. 1581, 1582 (2011).
87
See Nash & Revesz, supra note 86, at 1708.
88
See id.; Revesz & Westfahl Kong, supra note 86, at 1616.
89
See Nash & Revesz, supra note 86, at 1708–10; Revesz & Westfahl Kong, supra note 86, at
1616–17.
86
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sources and generally exempt existing sources.90 But the grandfathering is, at
least in principle, constrained.
An existing source becomes subject to the new source standards if it undertakes a modification, which section 111(a)(4) defines as a “physical
change” that “increases the amount of any air pollutant emitted by such
source.”91 Under the NSPS program, EPA sets emission standards for categories of stationary sources.92 Any source in a category for which such regulations
have been set must comply with these standards if its “construction or modification . . . is commenced after the publication of [these] regulations.”93
This categorical standard-setting approach is complemented by the PSD
program’s case-by-case approach to permitting. The PSD’s permitting provisions apply to any “major emitting facility on which construction is commenced after August 7, 1977.”94 Construction, in turn, “includes the
modification . . . of any source or facility.”95 And “modification” for these
purposes is defined in the same manner as under section 111(a)(4).96 The PSD
permitting provisions complement the NSPS program in two ways. First, their
BACT requirement needs to be at least as stringent as NSPS.97 Therefore, the
case-by-case standard of BACT can lead to more stringent controls than the
categorical approach under NSPS.
Second, and more importantly, the BACT requirement applies even before
a NSPS has been set.98 This feature is particularly important in the case of
GHGs because EPA has not yet promulgated a NSPS for any category of
sources that emit GHGs, though it has proposed standards for power plants.99 It
will take a very long time for all categories of sources emitting GHGs to be
regulated through the NSPS program. In the meantime, as a result of the Supreme Court’s UARG decision, sources that undergo “construction,” including
“modification,” will have their GHG emissions limited by the BACT requirement of the PSD program. The UARG decision therefore plays an important
role in constraining the undesirable, excessive grandfathering of existing
sources.
Of course, this effect would have been stronger if the Court had also held
that GHG emissions could trigger the PSD permitting requirements. But, as a
practical matter, EPA got the vast majority of what it was seeking. If EPA had
won on both the trigger and the BACT issues, eighty-six percent of the GHG
90

See Nash & Revesz, supra note 86, at 1681–84.
42 U.S.C. § 7411(a)(4) (2012).
Id. § 7411(b)(1).
93
Id. § 7411(a)(2).
94
Id. § 7475(a).
95
Id. § 7479(2)(C).
96
Id.
97
Id. § 7479(3).
98
The promulgation of a NSPS is not a prerequisite for the BACT requirement. See 42 U.S.C.
§ 7475(a)(4).
99
Standards of Performance for Greenhouse Gas Emissions From New Stationary Sources: Electric Utility Generating Units, 79 Fed. Reg. 1430 (Jan. 8, 2014).
91
92
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emissions from new and modified stationary sources would have been covered
by the PSD program.100 By losing on the trigger but winning on BACT, EPA
will nonetheless be able to regulate eighty-three percent of the GHG emissions
from these sources.101
The mechanism by which existing sources become subject to the regulatory regime as they upgrade their equipment or make other modifications is
essential to the balance struck by Congress when it bifurcated the treatment of
new and existing sources.102 On this score, the Supreme Court’s UARG decision
goes a long way in the right direction, providing a strong, salutary limit on the
excessive grandfathering of existing sources of GHGs.

IV. INTERSTATE EXTERNALITIES
Interstate pollution provides the strongest argument for federal environmental regulation. A state externalizing its pollution to other states can capture
economic benefits in the form of jobs and tax revenues, but imposes costs in
the form of adverse health effects on other states. As a result, the upwind state
is not affected by the full costs of its actions. This divergence between private
and social costs characterizes a negative externality. In the absence of bargaining among states, which is difficult to accomplish, the amount of pollution
crossing state lines will be greater than is optimal.103
The regulation of interstate externalities under the Clean Air Act got off to
a bad start. The first case to be litigated under the Good Neighbor Provision,
Air Pollution Control District of Jefferson County, Kentucky v. EPA,104 concerned a power plant in Indiana, which was uncontrolled and emitted six
pounds of SO2 per million BTU of heat input (lbs/MBTU).105 It contributed
forty-seven of the NAAQS in a portion of downwind Jefferson County, Kentucky.106 The power plant located in Jefferson County had spent $138 million in
pollution control, more than $300 million in today’s dollars, and emitted only
1.2 lbs/MBTU.107 The Sixth Circuit nonetheless held that Indiana had not vio-

100

See UARG, 134 S. Ct. 2427, 2438–39 (2014).
See id.
See Brief of the Institute for Policy Integrity at New York University School of Law as Amicus
Curiae in Support of Respondents at 22, UARG, 134 S. Ct. 2427 (2014) (No. 12-1146), 2014 WL
334438, at *22.
103
See Richard L. Revesz, Federalism and Interstate Environmental Externalities, 144 U. PA. L.
REV. 2341, 2342–44 (1996). This author also addressed this issue in Richard L. Revesz, Rehabilitating Interstate Competition: Rethinking the “Race-to-the-Bottom” Rationale for Federal Environmental Regulation, 67 N.Y.U. L. REV. 1210, 1222 (1992). See also Richard L. Revesz,
Federalism and Environmental Regulation: A Public Choice Analysis, 115 HARV. L. REV. 553,
557 n.3 (2001).
104
739 F.2d 1071 (6th Cir. 1984).
105
Id. at 1076–77.
106
See id. at 1085.
107
See id. at 1076–77.
101
102
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lated the Good Neighbor Provision,108 placing a significant roadblock on Kentucky’s ability to meet the NAAQS.
This pattern of downwind states being unable to meet NAAQS because of
uncontrolled pollution from upwind states persisted for a long time, leading
Justice Ginsburg, when she was a judge on the D.C. Circuit, to write a concurrence “only to spotlight a reality that the language of the Clean Air Act condones.”109 She wrote: “As counsel for the EPA acknowledged at oral argument,
the EPA has taken no action against sources of interstate air pollution . . . in the
decade-plus since those provisions were enacted.”110
It was not until 1998, with the promulgation of the NOx SIP Call,111 that
EPA started taking the problem of interstate pollution seriously. It remains the
case, however, that northeastern states are in violation of the NAAQS because
the bulk of their pollution—for example eighty to eighty-five percent of ozone
pollution that exceeds the NAAQS in New Jersey, New York, Connecticut and
Massachusetts—comes from upwind states.112
The proportionality approach favored by Justice Scalia, but rejected by
Justice Ginsburg, would have made it less likely that the downwind states could
meet the NAAQS. It would have imposed more stringent requirements on
downwind sources that were already tightly controlled, and for which additional controls would not only be more expensive but also more difficult to
attain. The resulting undesirable health effects would have been a direct byproduct of an inter-jurisdictional externality imposed by the upwind states. The
Court, instead, decided EME Homer in a way that promotes an important component of rationality and is consistent with the proper role of the federal government in our federalist system.
CONCLUSION
The two cases discussed in this Essay advanced three important principles
of rationality: cost-minimization, grandfathering, and federalism. And they did
so by comfortable majorities: 6–2 for cost minimization and federalism and 7–2
for constraints on grandfathering. Chief Justice Roberts and Justices Kennedy,
Ginsburg, Breyer, Sotomayor, and Kagan voted consistently with all three principles; and Justice Scalia voted consistently with the first and third. Justice
Thomas rejected the interpretations that would have promoted any of these rationality principles, while Justice Alito was recused in one case and rejected the
more desirable approach to grandfathering in the other.
Moreover, the Supreme Court’s decision in EME Homer was largely consistent with two other principles of rationality. First, while the Court did not
directly deal with cost-benefit analysis, its support of cost minimization but108

See id. at 1093–94.
New York v. EPA, 852 F.2d 574, 581 (D.C. Cir. 1988) (Ginsburg, J., concurring).
110
Id. (emphasis in original).
111
NOx SIP Call, 63 Fed. Reg. at 57,356.
112
Id. at 57,404.
109
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tresses this crucial component of rational environmental policy. Cost-benefit
analysis seeks to maximize the net benefits, which are the benefits minus the
costs, of regulatory policies.113 In EME Homer, the goal—meeting the
NAAQS—was not at issue. So, the benefit of the regulation was fixed. All that
was at stake was whether the costs were higher (under Justice Scalia’s dissent)
or lower (under EPA’s cost-minimizing approach upheld in Justice Ginsburg’s
majority opinion). Eliding this distinction, Justice Scalia accused the majority
of “bring[ing] in cost-benefit analysis to fill a gap.”114
Even though the majority did not address any question concerning costbenefit analysis—because no such question was presented—the decision in
EME Homer in favor of the cost-minimizing allocation of the pollution control
burden between upwind and downwind states is a necessary, though not sufficient, condition for the proper application of cost-benefit analysis. Net benefits
simply cannot be maximized if the costs necessary to meet a particular regulatory goal are not minimized.
Similarly, EME Homer’s defense of cost minimization is consistent with
the use of trading schemes. First, a core characteristic of marketable permit
schemes is that they minimize the aggregate cost of meeting a regulatory target.115 It follows, therefore, that if cost minimization is impermissible, marketable permit schemes will be impermissible as well. Second, the Transport Rule
contained a trading provision, which was not separately challenged and therefore remains in place following the Supreme Court’s decision.116
In summary, the Court explicitly embraced three rationality principles and
acted consistently with the two others. It was a good Term for rationality in
environmental law.

113

See U.S. OFFICE OF MGMT. & BUDGET, supra note 77, at 2.
EME Homer, 134 S. Ct. 1584, 1613 (2014) (Scalia, J., dissenting).
Bruce A. Ackerman & Richard B. Stewart, Reforming Environmental Law, 37 STAN. L. REV.
1333, 1341–42 (1985).
116
See supra text accompanying notes 41–42.
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Regulations
Kimberly M. Castle* and Richard L. Revesz**
This Article addresses a central battleground of the debate about the future of
greenhouse gas regulations: the valuation of particulate matter reductions that accompany
reductions in carbon dioxide emissions. The benefits from particulate matter reductions are
substantial for climate change rules, accounting for almost one half of the quantified benefits of
the Obama Administration’s Clean Power Plan. These benefits are also significant for
regulations of other air pollutants, making this issue one of far-reaching importance for the
future of environmental protection.
Opponents of environmental regulation, including the Trump Administration, have
recently embraced an aggressive line of attack on particulate matter benefits. They argue
alternatively that these benefits are not real; are being “double counted” in other regulations;
or should not be considered when they are the co-benefits, rather than the direct benefits, of
specific regulations. This Article collects and analyzes for the first time the robust support for
valuing particulate matter benefits. An examination of the scientific literature, longstanding
agency practices under administrations of both major political parties, and judicial precedent
reveals that particulate matter benefits deserve a meaningful role in regulatory cost-benefit
analysis.
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INTRODUCTION
In its landmark decision Michigan v. EPA,1 the Supreme Court held that the
Environmental Protection Agency (EPA) is required to consider costs before deciding to regulate
the hazardous air pollutant emissions of power plants through its Mercury and Air Toxics
Standards,2 which were promulgated during the Obama Administration. The Court, however, did
not decide how benefits should be taken into account, and identified but left open a significant
question: how to address the benefits from reductions in particulate matter beyond the levels
already required under the Clean Air Act’s National Ambient Air Quality Standards (NAAQS).3
Reductions of hazardous air pollutant emissions are the direct benefits of the Mercury and Air
Toxics Standards, whereas particulate reductions are the indirect benefits, also referred to as cobenefits or ancillary benefits,4 which result from the actions that power plants are expected to
take in order to comply with these standards.5
Courts may soon have the opportunity to address the question of how to treat particulate
matter co-benefits as a result of President Trump’s efforts to undo the most significant
environmental regulations of the Obama Administration. In particular, a top priority of the
Trump Administration is repealing the Clean Power Plan,6 which would regulate the greenhouse
gas emissions of power plants, and a proposed rule to that effect has already been published.7

1

135 S. Ct. 2699 (2015).
See id. at 2712.
3
See id. at 2711 (“Even if the Agency could have considered ancillary benefits when deciding whether regulation is
appropriate and necessary—a point we need not address—it plainly did not do so here.”).
4
See Samuel J. Rascoff & Richard L. Revesz, The Biases of Risk Tradeoff Analysis: Towards Parity in
Environmental and Health-and-Safety Regulation, 69 U. CHI. L. REV. 1763, 1766 (2002). Throughout the literature,
co-benefits are alternatively referred to as ancillary benefits, secondary benefits, or indirect benefits. See David
Pearce, Policy Frameworks for the Ancillary Benefits of Climate Change, in ORGANISATION FOR ECONOMIC COOPERATION AND DEVELOPMENT, ANCILLARY BENEFITS AND COSTS OF GREENHOUSE GAS MITIGATION 518 (2000).
For simplicity, this Article uses the term “co-benefits.”
5
See Hazardous Air Pollutants From Coal and Oil-Fired Electric Utility Steam Generating Units and Standards of
Performance for Fossil-Fuel-Fired Electric Utility, Industrial-Commercial-Institutional, and Small IndustrialCommercial-Institutional Steam Generating Units, 77 Fed. Reg. 9304, 9428 (Feb. 16, 2012) (to be codified at 40
C.F.R. pts. 60 and 63) [hereinafter MATS Rule].
6
See Carbon Pollution Emission Guidelines for Existing Stationary Sources: Electric Utility Generating Units, 80
Fed. Reg. 64,662, 64,663 (Oct. 23, 2015) (to be codified at 40 C.F.R. pt. 60) [hereinafter Clean Power Plan].
7
See Proposed Rule on the Repeal of Carbon Pollution Emission Guidelines for Existing Stationary Sources:
Electric Utility Generating Units, 82 Fed. Reg. 48,035, 48,045-46 (Oct. 16, 2017) (to be codified at 40 C.F.R. pt.
2

2

Attacking the consideration of co-benefits is an important strategy in this quest. Indeed, it is only
by completely disregarding the Clean Power Plan’s principal co-benefits, particulate reductions
under the level of the NAAQS, that the Trump Administration is able to conclude that the cost
savings from repealing the rule exceed the foregone benefits that would result from the repeal.8
The validity of co-benefits will certainly be at issue in the inevitable ensuing litigation.
Further, on remand from the Supreme Court in the MATS litigation, EPA evaluated the
reasonableness of the rule’s costs under multiple metrics and put forward two approaches to
demonstrate that the rule is cost-benefit justified in a Supplemental Finding, one of which
includes a discussion of co-benefits.9 However, because this method is EPA’s altnernative
approach, the D.C. Circuit would need to rule on the validity of including co-benefits only if it
does not uphold the rule under EPA’s preferred approach. The case is now being held in
abeyance10 while the Trump Administration considers whether to modify the Supplemental
Finding.11 However, if the Trump Administration reverses itself on the inclusion of co-benefits,
environmental groups would likely challenge the decision, bringing the question before a federal
court.
How courts ultimately respond to challenges of the reliance on co-benefits of particulate
reductions below the NAAQS will have far reaching consequences for climate change
regulations, as well as for public health rules more generally, because co-benefits of particulate
60), https://www.gpo.gov/fdsys/pkg/FR-2017-10-16/pdf/2017-22349.pdf [hereinafter Clean Power Plan Proposed
Repeal].
8
See Clean Power Plan Proposed Repeal, supra note 7, at 48,045-46. EPA presents the net benefits of repeal under
different scenarios: rate-based and mass-based implementation. At a 3% discount rate, net benefits of the repeal are
negative in the year 2030—meaning that the foregone benefits from the Clean Power Plan (or, put differently, the
costs of repeal) are higher than the benefits from repeal in every scenario, except where all PM2.5 benefits below the
NAAQS fall to zero.
EPA also presents calculations of benefits at a 7% discount rate, but that figure is out of line with
economists’ practice. See Richard G. Newell, Unpacking the Administration’s Revised Social Cost of Carbon,
RESOURCES FOR THE FUTURE (Oct. 10, 2017), http://www.rff.org/blog/2017/unpacking-administration-s-revisedsocial-cost-carbon (“It is clearly inappropriate . . . to use such modeling results with OMB’s 7 percent discount rate,
which is intended to represent the historical before-tax return on private capital . . . Practically speaking, the use of
such a high discount rate means that the effects of our actions on future generations are largely unaccounted for in
the new analysis. This is incompatible with the long-lived nature of greenhouse gas emissions in the atmosphere,
and the fact that damages from emissions today will continue to be felt for generations to come.”).
In order to justify the repeal, EPA also needs to significantly downplay the direct benefits of carbon dioxide
reductions. See Niina Heikkinen, EPA Revises the Social Cost of a Potent Greenhouse Gas, SCI. AM. (Nov. 20,
2017), https://www.scientificamerican.com/article/epa-revises-the-social-cost-of-a-potent-greenhouse-gas.
9
See Supplemental Finding That It Is Appropriate and Necessary To Regulate Hazardous Air Pollutants From Coaland Oil-Fired Electric Utility Steam Generating Units, 81 Fed. Reg. 24,420, 24,420 (Apr. 25, 2016) (to be codified
at 40 C.F.R. pt. 63). EPA’s preferred approach weighed the costs of compliance against the volumetric reduction in
hazardous air pollutants. See id. at 24,426. In turn, the agency’s alternative approach compared the costs against the
quantified benefits, including co-benefits and unquantified benefits. See id. at 24,427, 24,437-42.
10
See Murray Energy Corp. v. EPA, No. 16-1127 (D.C. Cir. Apr. 27, 2017).
11
See Respondent EPA’s Motion to Continue Oral Argument, No. 16-1127 (D.C. Cir. filed Apr. 18, 2017). It seems
highly likely that the Trump Administration will reverse the EPA’s position on the use of co-benefits: in an early
iteration of this litigation, EPA Administrator Scott Pruitt, then the Attorney General of Oklahoma, filed a brief,
together with a number of other state Attorneys General and industry groups, strongly arguing that the particulate
reduction co-benefits were not cognizable for the purposes of evaluating the permissibility of EPA’s decision to
regulate hazardous air pollutant emissions of power plants. See Opening Brief of State and Industry Petitioners at
41-55, Murray Energy Corp. v. EPA, No. 16-1127 (D.C. Cir. filed Nov. 18. 2016).

3

reductions under the NAAQS are a substantial portion of the total benefits from regulating the
emissions from stationary sources, and, strikingly, a substantial portion of the benefits of all
federal regulation.
Indeed, EPA rules accounted for 61-80% of the monetized benefits from all major federal
regulations over the past ten years, and 98 to 99% of those monetized benefits come from air
quality rules.12 And, the large estimated benefits of air quality rules “are mostly attributable to
the reduction in public exposure to fine particulate matter.”13
Furthemore, as the Mercury and Air Toxics Standards and the Clean Power Plan
illustrate, a highly significant proportion of these reductions come from the co-benefits of
particulate reductions. The Mercury and Air Toxics Standards, in particular, have the secondhighest quantified benefits of all of EPA’s 22 clean air rules of the past decade.14 EPA estimated
$4 to $6 million in direct quantified benefits under the Mercury and Air Toxics Standards from
the target hazardous pollutants,15 in addition to significant unquantified benefits,16 but quantified
benefits of $37 to $90 billion in health co-benefits from particulate reductions.17 For the Clean
Power Plan, EPA under President Obama calculated $20 billion in climate benefits, and an
additional $13 to $30.3 billion from particulate reduction co-benefits.18
The bulk of these particulate co-benefits come from reductions below the NAAQS. For
example, in the case of the Mercury and Air Toxics Standards, EPA notes that a small percentage
12

See Office of Management and Budget, 2016 Draft Report to Congress on the Benefits and Costs of Federal
Regulations and Agency Compliance with the Unfunded Mandates Reform Act, at 2, 7-8, 11-12 (2016),
https://obamawhitehouse.archives.gov/sites/default/files/omb/assets/legislative_reports/draft_2016_cost_benefit_rep
ort_12_14_2016_2.pdf.
13
See id. at 12.
14
See id. at 12.
15
See Brief for the Federal Respondents at 55, Michigan v. EPA, 135 S. Ct. 2699 (2015) (No. 14-46), 2015 WL
797454.
16
See id. (“[V]irtually all of the direct benefits from reducing emissions of hazardous air pollutants are
unquantifiable.).
17
See id. at 54; Environmental Protection Agency, Regulatory Impact Analysis for the Final Mercury and Air Toxics
Standards, EPA-452/R-11-011, at 5-1 (Dec. 2011), https://www3.epa.gov/ttnecas1/regdata/RIAs/matsriafinal.pdf
[hereinafter MATS RIA]. These numbers were calculated using a 3% discount rate. See id.
18
See Environmental Protection Agency, Regulatory Impact Analysis for the Clean Power Plan Final Rule, EPA452/R-15-003, at 4-27 (Aug. 2015), https://www3.epa.gov/ttnecas1/docs/ria/utilities_ria_final-clean-power-planexisting-units_2015-08.pdf. This estimate includes reductions in SO2, which is both a precursor to the formation of
PM2.5 as well as a component of PM2.5 (since SO2 itself is often present as a fine particle). See id. at 4-11. EPA,
surveying the scientific literature, also noted that “scientific differences existed only with respect to the magnitude
of the effect of PM2.5 on mortality, not whether such an effect existed.” Id. at 4-17. Notably, the Clean Power Plan
rule is cost-benefit justified without these additional health benefits; EPA estimated that the regulation would cost
between $5.1 and $8.4 billion in 2030, a range dwarfed by the total estimate benefits of between $34 and $54
billion. See id. at ES-22, ES-23. Moreover, recent analyses of Clean Power Plan compliance costs suggest that the
cost of complying with the Plan has fallen since 2015, when EPA’s analysis was released. These compliance costs
fell due to declines in the cost of renewable energy, declines in the forecast price of natural gas, extensions of
federal tax credits for renewable energy, and expansions of state programs supporting the adoption of clean energy.
See generally Denise A. Grab & Jack Lienke, The Falling Cost of Clean Power Plan Compliance, INSTITUTE FOR
POLICY INTEGRITY (Oct. 2017), http://policyintegrity.org/files/publications/Falling_Cost_of_CPP_Compliance.pdf
(collecting and analyzing reports of independent groups calculating the updated costs of compliance with the Clean
Power Plan).

4

of the co-benefits come from reductions in particulate matter above the NAAQS, as the
regulation would help to bring out of compliance areas into compliance, but that “a large fraction
of the . . . related benefits . . . occur below the level of the National Ambient Air Quality
Standard (NAAQS).”19
The preceding analysis reveals how much is at stake in the controversy over the
permissibility of relying on the co-benefits of particulate reductions below the NAAQS. Ignoring
these benefits will threaten significant regulatory initiatives and adversely affect populations
such as the elderly and asthmatic children, who are particularly sensitive to the adverse health
effects particulate matter at levels below the NAAQS.20
Opponents of these regulations employ a few key arguments to suggest that these benefits
should not be cognizable in evaluating of EPA regulations. In this Article, we address each of
these argument in turn. Relying on scientific evidence, EPA practice, and judicial decisions, we
show that these arguments are unfounded.
Critics argue first that the benefits from particulate matter reduction do not exist.21 They
do so by assuming that particulate matter is a threshold pollutant. By implication, these critics
make the same assumption for all “criteria pollutants,” which are pollutants regulated by
NAAQS standards pursuant to Section 108 of the Clean Air Act: ground level ozone, particulate
matter, carbon monoxide, lead, sulfur dioxide, and nitrogen dioxide.22 A threshold is the level
below which there are no quantifiable health effects from pollutant exposure,23 and threshold
pollutants are those pollutants for which a threshold can be identified. The Clean Air Act
19

MATS RIA, supra note 17, at ES-4.
In a 2017 study of Medicare recipients, discussed further infra in Part III, researchers observed a rising risk of
death from any cause in association with PM2.5 exposure beginning at levels significantly below the NAAQS for
PM2.5. See Quan Di, et al., Air Pollution and Mortality in the Medicare Population, 376 NEW ENG. J. MED. 2513,
2513 (2017). In a study of inner-city children with asthma, short-term increases in PM2.5 concentrations below the
NAAQS were associated with adverse respiratory health effects. See George T. O’Connor et al., Acute Respiratory
Health Effects of Air Pollution on Children with Asthma in US Inner Cities, 121 J. ALLERGY & CLINICAL
IMMUNOLOGY 1133, 1135 (2008).
21
See infra notes 258-263 and accompanying text; see also C. Boyden Gray, EPA’s Use of Co-Benefits, FEDERALIST
SOCIETY (Sept. 24, 2015), https://fedsoc.org/commentary/publications/epa-s-use-of-co-benefits (“As a former
Chairman of the Texas Commission on Environmental Quality has explained, ‘[i]f reducing particulate matter had
the enormous benefits that EPA’s analysis claims, it has a legal responsibility to lower the national ambient standard
to a level that is actually protective of human health. The fact that it has not done so suggests that EPA does not
really believe its own numbers.’ . . . [Agencies should not] be allowed to count reductions of pollutants in areas
where they appear below the national standard EPA has already set for those pollutants.”); Jonathan A. Lesser,
Missing Benefits, Hidden Costs: The Cloudy Numbers in the EPA’s Proposed Clean Power Plan, MANHATTAN
INSTITUTE at 5 (June 16, 2016), https://www.manhattan-institute.org/download/8988/article.pdf (“The EPA’s
estimates of co-benefits from future air-pollution reductions also suffer from significant uncertainty and modeling
errors, [including the] use of epidemiological models that assume that there are no threshold air-pollution
concentration levels below which additional health benefits cannot be obtained, even though under the Clean Air
Act, the EPA is required to establish exposure levels that are supposed to incorporate an adequate margin of safety
to protect the public health.”); id. at 18-19 (“But because the magnitude of CO2 reductions under the [Clean Power
Plan] is below the threshold level (assumed to be the level where there are measurable climate impacts), the [Plan]’s
actual CO2 reduction benefits are effectively zero.”).
22
See Clean Air Act, 42 U.S.C. § 7408 (2012).
23
See Al McGartland et al., Estimating the Health Benefits of Environmental Regulations, 357 SCIENCE 457, 458
(2017).
20
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requires that NAAQS levels allow an “adequate margin of safety . . . requisite to protect the
public health.”24 The logic of critics who claim criteria pollutants have a threshold is that
NAAQS standards are set with reference to the threshold, plus an adequate margin of safety.
Thus, they argue, there should be no adverse health effects below the threshold, and therefore no
benefits from lowering pollution levels below the NAAQS.
The Trump Administration has embraced these criticisms despite their lack of empirical
foundation. In its proposed rule to repeal the Clean Power Plan, announced in October 2017, the
Trump EPA presents radically different estimates of the costs and benefits than those presented
in the original Plan.25 The proposed rule includes three estimates of health benefits, the first of
which closely mirrors the estimates in the original rule promulgated during the Obama
Administration and includes the full range of particulate matter benefits.26 The middle estimate
assumes – without scientific basis – that the benefits of particulate matter reductions fall to zero
below the “lowest measured level” or LML, which is the lowest level of exposure studied.27
There is no scientific support for the proposition that risks are nonexistent below this level,
though there is greater uncertainty about the magnitude of risk below this level.28 Finally, the
lowest estimate of benefits incorporates the assumption that NAAQS have a threshold for
particulate matter.29 This estimate completely eliminates all particulate matter benefits below the
NAAQS,30 essentially ignoring a bulk of the benefits of the rule in order to more easily justify
the repeal.31 Even with the significant changes made to other cost and benefits estimates
throughout the proposed rule, only this last estimate makes the repeal cost-benefit justified.32 The
issue of how particulate matter benefits are calculated will thus be of central importance in the
inevitable slew of litigation challenging the repeal.33

24

Clean Air Act, 42 U.S.C. § 7409(b)(1) (2012). According to EPA, the margin of safety component is “intended to
address uncertainties associated with inconclusive scientific and technical information available at the time of
standard setting . . . [and] to prevent lower pollutant levels that [the Administrator] finds pose an unacceptable risk
of harm, even if that risk is not precisely identified as to nature or degree.” Revisions to the National Ambient Air
Quality Standards for Particulate Matter, 52 Fed. Reg. 24,635 (July 1, 1987) (to be codified at 40 C.F.R. pt. 50).
25
Compare Clean Power Plan Proposed Repeal, supra note 7, at 48,044-47, with Clean Power Plan, supra note 6, at
64,928-29, 64,934-35.
26
See Clean Power Plan Proposed Repeal, supra note 7, at 48,045-47.
27
Id. at 48,044.
28
See infra notes 355-370 and accompanying text.
29
See Clean Power Plan Proposed Repeal, supra note 7, at 48,044.
30
See id. at 48,045-46.
31
See Clean Power Plan Proposed Repeal, supra note 7, at 48,043 (“[T]his analysis increases transparency of the
2015 [Clean Power Plan] analysis by presenting the energy efficiency cost savings as a benefit rather than a cost
reduction and provides a bridge to future analyses that the agency is committed to performing. The current analysis
also provides alternative approaches for examining the forgone benefits, including more clearly distinguishing the
direct benefits from the co-benefits and exploring alternative ways to illustrate the impacts on the total net benefits
of the uncertainty in health co-benefits at various PM2.5 cutpoints. This approach shifts the focus to the domestic
(rather than global) social cost of carbon, and employs both 3 percent and 7 percent discount rates. Finally, we
consider how changing market conditions and technologies may have affected future actions that may have been
undertaken by states to comply with the [Clean Power Plan] and how these changes may affect the potential benefits
and costs of the [Plan’s] repeal.”).
32
See supra note 8.
33
See Caroline Cecot & W. Kip Viscusi, Judicial Review of Agency Benefit-Cost Analysis, 22 GEO. MASON L. REV.
575, 578 (2015) (noting that “[a]s agencies rely more on [cost-benefit analyses] in their decision making, challenges
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EPA’s own early treatment of criteria pollutants potentially contributed to confusion over
whether these pollutants have a threshold, as some early analyses arguably implied that criteria
pollutants had thresholds. However, EPA has subsequently adjusted its practices in ways that
make clear the agency views particulate matter and most criteria pollutants as non-threshold.
As a general matter, EPA currently assumes that carcinogenic pollutants do not have a
threshold, and that non-criteria non-carcinogenic pollutants do have a threshold.34 In its earliest
analyses in the late 1970s, EPA treated criteria pollutants similarly to other non-carcinogens. For
example, the agency used language that suggested thresholds when setting allowable pollutant
levels, such as the “critical populations, critical effects” model.35 However, as scientific research
accumulated showing adverse health effects at lower concentrations, EPA quickly departed from
this approach and the agency has not treated criteria pollutants as threshold pollutants for several
decades under administrations of both parties. First, EPA has explicitly acknowledged in many
NAAQS rulemakings that there is no evidence to support the view that specific criteria pollutants
have a threshold.36 Further, EPA has stopped using the “critical effects” language when setting
NAAQS standards.37 Additionally, EPA has calculated benefits for reducing criteria pollutants
below NAAQS levels—a practice that is inconsistent with the notion of a threshold.38 EPA’s
modern treatment of the NAAQS moved the agency in line with current science on this question,
which supports a non-threshold model.39
Critics next argue that EPA “double counts” benefits by claiming benefits already
implemented through other regulations.40 For example, Senator John Barrasso asserted in an
Environmental and Public Works Committee hearing in 2015 that multiple EPA rules were using
to [cost-benefit analyses] will rise, and judicial review of [cost-benefit analyses] will become increasingly
important”).
34
See NATIONAL RESEARCH COUNCIL, SCIENCE AND DECISIONS: ADVANCING RISK ASSESSMENT 8 (2009)
[hereinafter SCIENCE AND DECISIONS].
35
See infra notes 160-169 and accompanying text. The “critical populations, critical effects” model refers to a way
of setting the NAAQS with reference to a sensitive population and key early health effects of the pollutant. Id.
36
See infra Part II.C.
37
See infra notes 180-181 and accompanying text.
38
See infra Part II.C.
39
See id.
40
See Michael Bastach, Critics Accuse EPA of Fudging the Math on Its Global Warming Rule, DAILY CALLER (Oct.
1, 2015), http://dailycaller.com/2015/10/01/critics-accuse-epa-of-fudging-the-math-on-its-global-warming-rule
(“Former Sen. John Kyl, an Arizona Republican, also criticized the EPA over double-counting PM2.5 reduction
benefits in its [Mercury and Air Toxics Standards] rule. In 2012, Kyl took to the Senate floor to lambast the EPA for
double-counting the benefits of reducing particulates.”); Jude Clemente, The Clean Power Plan Is Irrelevant,
FORBES.COM (Oct. 29, 2017), https://www.forbes.com/sites/judeclemente/2017/10/29/the-clean-power-plan-isirrelevant/#38a9a8892732 (“And there seems to be some serious ‘double counting’ going on under the promoted
[Clean Power Plan] benefits. That's mostly because the emissions of criteria pollutants NOx, SO2, and PM have been
regulated for decades, but they are erroneously counted in the claimed benefits of the [Plan].”); Diana FurchtgottRoth, Ten Problems with EPA’s Clean Power Plan Analysis, MANHATTAN INSTITUTE (March 20, 2017),
https://economics21.org/html/ten-problems-epa%E2%80%99s-clean-power-plan-analysis-2275.html (“If reductions
in particulates can be counted as a health benefit of reducing mercury, the first of three major rules put in place by
EPA, the agency cannot then count these same reductions as a benefit from reducing ozone and carbon dioxide.”);
C. Boyden Gray, EPA’s Use of Co-Benefits, FEDERALIST SOCIETY (Sept. 24, 2015),
https://fedsoc.org/commentary/publications/epa-s-use-of-co-benefits (“[W]henever EPA counts PM2.5 or ozone
reductions in its cost-benefit analysis for other rules, it is double-counting reductions already mandated by the
NAAQS.”).
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“the same reductions in particulate matter [to] claim the same health benefits,” including the
Clean Power Plan.41 Other opponents of the Clean Power Plan likewise contend that “not only
are [the agency’s] estimates of co-benefits highly subjective and uncertain, but the EPA has
almost surely double-counted some of those estimates.”42 These critics also allege that the
agency achieves the same end by failing to properly calibrate its baseline levels from which to
measure costs and benefits.43 In fact, however, EPA’s longstanding guidelines on baselines state
that it is the agency’s practice “to assume full compliance with regulatory requirements,”
including newly enacted regulations that are not yet implemented.44 Moreover, EPA expressly
discusses the methods by which it accounts for benefits previously achieved under the NAAQS
regime and other rules, which include an explanation of how the agency accounted for existing
regulations of particulate matter.45
Finally, critics suggest that, even if these benefits are real and not “double-counted,” they
should not be considered in cost-benefit analyses because they are “co-benefits” instead of direct
benefits.46 For example, while the Mercury and Air Toxics Standards primarily target mercury
pollution47 and the Clean Power Plan directly regulates carbon dioxide emissions,48 both rules
would reduce particulate matter as well.49 Opponents claim that accounting for co-benefits skews
cost-benefit analyses in favor of regulation50 and exceeds the statutory bounds of EPA’s power to
regulate these pollutants under the Clean Air Act.51 The Trump Administration, a key critic of
41

Barrasso Questions EPA Air Official on Ozone Rule, Clean Power Plan, (Sept. 29, 2015),
https://www.barrasso.senate.gov/public/index.cfm/2015/9/barrasso-questions-epa-air-official-on-ozone-rule-cleanpower-plan (“Yet when you take a look at the EPA’s own documents, you state that you are counting co-benefits of
reducing the same PM 2.5 in other rules before [the] 111(d) rule for existing power plants was even released.”).
42
See Lesser, supra note 21, at 5.
43
See id.
44
Environmental Protection Agency, Chapter 5: Baseline (Dec. 2010) in GUIDELINES FOR PREPARING ECONOMIC
ANALYSES (updated May 2014), https://yosemite.epa.gov/ee/epa/eerm.nsf/vwAN/EE-0568-05.pdf/$file/EE-056805.pdf at 5-3.
45
See infra notes 376-384.
46
See Michael Bastach, Trump’s Executive Order To Repeal Regulations Puts EPA in the Crosshairs, DAILY
CALLER (Jan. 13, 2017), http://dailycaller.com/2017/01/31/trumps-executive-order-to-repeal-regulations-puts-epain-the-crosshairs (“Republicans have long criticized EPA for counting “co-benefits” of regulation towards its cost
effectiveness.”); Diana Furchtgott-Roth, supra note 40 (“If EPA believes that their levels of other substances should
be reduced, it should issue rules to lower them, with their own comment periods and cost-benefit analysis.”); infra
notes 399-409 and accompanying text.
47
See MATS Rule, supra note 5, at 9,305.
48
See Clean Power Plan, supra note 6, at 64,663, 64,710.
49
See id. at 64,670, 64,679; MATS Rule, supra note 5, at 9,305. Some of these rules would also have the co-benefit
of reducing other criteria pollutants. See MATS Rule, supra note 5, at 9,305, 9,380, 9,418 (noting incidental
reductions in sulfur dioxide pollution). While this article focuses primarily on particulate matter because of the
scope of those benefits and the clarity of the scientific evidence that particulate matter lacks a threshold, there is
likewise no reason to exclude co-benefits of reductions of other NAAQS pollutants where sufficient evidence shows
that such pollutants also lack a threshold.
50
See Kyle Feldscher, Senate Republicans Take Aim at Cost of EPA Regs, Wash. Examiner, (Oct. 21, 2015),
http://www.washingtonexaminer.com/senate-republicans-take-aim-at-cost-of-epa-regs/article/2574605 (quoting
Senator Mike Rounds’ statement that “[b]ecause of [its] exorbitant regulations, the EPA attempts to justify . . . the
costs by identifying ancillary benefits, which the EPA refers to as co-benefits, to help outweigh the cost of
regulations.”).
51
See C. Boyden Gray, EPA’s Use of Co-Benefits, FEDERALIST SOCIETY (Sept. 24, 2015),
https://fedsoc.org/commentary/publications/epa-s-use-of-co-benefits (“EPA is treating the Clean Air Act as a
completely open-ended grant of power, precisely as the Supreme Court forbids. . . . The costs of complying with a
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these rules, decries these benefits and asserts that their inclusion “essentially hid[es] the true net
cost” of rules like the Clean Power Plan.52
This view, however, conflicts with four decades of EPA practice under administrations of
both parties: EPA during that time has taken co-benefits under consideration when evaluating air
pollution regulations.53 Further, Office of Management and Budget (OMB) Circular A-4, issued
during the George W. Bush Administration, instructs agencies like EPA to look at and consider
co-benefits and their mirror image: indirect costs.54 Indirect costs are consistently calculated for
Clean Air Act and other EPA regulations,55 and it would be incoherent to consider the negative
indirect effects of regulations without similarly considering the positive indirect effects.56 The
benefits from reducing particulate matter below the levels of the NAAQS in terms of avoided
health harms and premature mortality are scientifically well established and have been
acknowledged by EPA for decades.57 As well-documented co-benefits, there is no reason these
benefits should be excluded from analyses of air pollution regulations.
Courts likewise have long held that when a rule’s justification includes economic
analyses, agencies may not ignore important costs or benefits, whether the effect is direct or
ancillary. For example, the D.C. Circuit, the most important appellate court for federal regulation
of environmental law,58 has held that EPA must consider indirect effects in its rulemakings. In
1999, the court remanded a revision to the NAAQS standards for ozone and particulate matter
because, in the court’s view, the agency failed to consider the potential indirect health costs from
lowering pollution.59 Likewise, in American Trucking Association v. EPA,60 the court held that

given regulation should be compared against the social goods that that regulation is authorized to achieve—not
incidental co-benefits.”); infra notes 389-398 and accompanying text.
52
Environmental Protection Agency, News Releases: EPA Takes Another Step To Advance President Trump's
America First Strategy, Proposes Repeal Of “Clean Power Plan” (Oct. 10, 2017),
https://www.epa.gov/newsreleases/epa-takes-another-step-advance-president-trumps-america-first-strategyproposes-repeal.
53
See infra Part IV.B.
54
See Circular A-4: Regulatory Analysis, OFF. MGMT. & BUDGET 26 (2003)
https://obamawhitehouse.archives.gov/sites/default/files/omb/assets/omb/circulars/a004/a-4.pdf (Agencies should
“look beyond the direct benefits and direct costs and consider any important ancillary benefits and countervailing
risks.”). Just as there are various terms for “co-benefits,” there are likewise multiple names for “indirect costs,”
including countervailing risks. This article primarily uses the term “indirect costs,” but occasionally employs
“countervailing risks” as well.
55
See Samuel J. Rascoff & Richard L. Revesz, The Biases of Risk Tradeoff Analysis: Towards Parity in
Environmental and Health-and-Safety Regulation, 69 U. CHI. L. REV. 1963, 1980-90 (2002) (chronicling the rise of
risk-risk analysis in the regulatory state); infra Part IV.B.
56
See generally id. (making the argument that ancillary benefits should be considered, given the rise in
consideration of risk tradeoffs).
57
See infra Part III.
58
See Richard J. Lazarus, Senator Edmund Muskie's Enduring Legacy in the Courts, 67 ME. L. REV. 239, 242
(2015) (“[T]he D.C. Circuit of course is the nation's most important court for federal environmental law because it
has original jurisdiction to hear challenges to EPA rules promulgated under a host of federal environmental laws,
including the Clean Air and Clean Water Acts, and exclusive jurisdiction to consider some of those challenges.”).
59
See Am. Trucking Ass’ns v. EPA, 175 F.3d 1027, 1036-37 (D.C. Cir. 1999), rev’d on other grounds sub nom.
Whitman v. Am. Trucking Ass’ns, 531 U.S. 457 (2001).
60
175 F.3d 1027 (D.C. Cir. 1999), rev’d on other grounds sub nom. Whitman v. Am. Trucking Ass’ns, 531 U.S. 457
(2001).
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the agency must consider incidental countervailing risks.61 More recently, in Sugar Corp v. EPA
the court upheld an EPA regulation that relied on co-benefits in its analysis of the effects of
reducing hazardous air pollutants from boilers, process heaters, and incinerators.62 The labels
“benefit” and “cost” merely serve as useful shorthand for positive effects versus negative effects.
In the context of cost-benefit analysis, neither possesses any inherent quality warranting different
weight or analytical treatment from the other.63
Because the frontal attack on the co-benefits of particulate reductions below the NAAQS
arose so recently, there is no existing academic literature in this area. Neither is there sustained
discussion on the evolution in the understanding of thresholds for criteria pollutants following
the enactment of the Clean Air Act in 1970, or on how this understanding developed alongside
different approaches used for carcinogens and non-carcinogens other than criteria pollutants.
Neither is there a historical, scientific, and practical analysis of the question of how the
competing arguments on thresholds interact with cost-benefit analysis.
This Article fills these voids. Part I discusses EPA’s approaches for assessing the risks of
carcinogenic and non-carcinogenic pollutants other than criteria pollutants. EPA has consistently
treated carcinogens as non-threshold pollutants, whereas for non-carcinogen, non-criteria
pollutants, EPA’s approach has lagged behind the scientific evidence and assumes that there is a
no-harm threshold. Part II turns to criteria pollutants. It examines Congress’s growing doubts
about the existance of NAAQS thresholds, which resulted in a significant conceptual change in
the understanding of criteria pollutant reflected in the 1977 amendments to the Clean Air Act and
shows how EPA’s approach has evolved, from embracing threshold models in the 1970s to
consistently rejecting them since the 1980s. Part III addresses the critics’ first two arguments:
that benefits from particulate matter reductions below the NAAQS do not exist, and that EPA
erroneously “double counts” benefits by failing to adjust its estimation baselines to account for
prior regulation of particulate matter. We explain the scientific basis for calculating particulate
matter benefits below the NAAQS, as well as EPA’s longstanding practice of measuring and
quantifying these benefits. We also examine how the agency deals with uncertainty and sets its
baselines when revising the NAAQS. Part IV assesses the final assertion of the critics: that even
if real, these benefits should not be included in cost-benefit analyses when they are co-benefits as
opposed to direct benefits. We discuss the treatment of co-benefits in a range of contexts over the
past four decades by academics, EPA, and the judiciary.
I
TRADITIONAL RISK ASSESSMENT MODELS

61

See id. at 1051-53; cf. Michael Livermore & Richard Revesz, Rethinking Health-Based Environmental Standards,
89 N.Y.U. L. REV. 1184, 1250 (2014) (quoting Am. Trucking Ass’ns v. EPA, 175 F.3d at 1051-52) (“In a portion of
its American Trucking opinion not reviewed by the Supreme Court, the D.C. Circuit stated that at least certain types
of secondary effects must be considered by the agency when setting the NAAQS. . . . The court noted that it ‘seems
bizarre that a statute intended to improve human health would . . . lock the agency into looking at only one half of a
substance’s health effects in determining the maximum level for that substance.’ Thus, the D.C. Circuit required the
agency to account for the negative secondary consequences of regulation—the countervailing risks.”).
62
See U.S. Sugar Corp. v. EPA, 830 F.3d 579, 591, 625 (D.C. Cir. 2016).
63
See Institute for Policy Integrity, The Importance of Evaluating Regulatory “Co-Benefits,” at 2 (Feb. 2017),
http://policyintegrity.org/files/media/Co-Benefits_Factsheet.pdf.
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EPA currently uses different risk assessment approaches for carcinogens, noncarcinogens, and NAAQS criteria pollutants, respectively. This Part analyzes the agency’s
current models for evaluating the health and environmental risks posed by carcinogens and by
noncarcinogens other than criteria pollutants.
A.   Carcinogens
EPA assumes that carcinogens have no thresholds unless sufficient pollutant-specific data
leads the agency to conclude that a particular carcinogen has a threshold.64 Under this approach,
EPA first attempts to discern a “mode of action” for carcinogens,65 which describes the sequence
of key events and processes resulting in cancer formation.66 When EPA can determine the mode
of action, it will model the risk-exposure relationship based on that mode of action. If that mode
suggested a linear, non-threshold relationship, EPA will so model the relationship; if, in contrast,
the mode suggests a threshold, EPA will model the threshold. Where EPA does not have
sufficient data to determine the mode of action, the agency assumes that pollutants that cause
tumors in animals are harmful to humans,67 that cancer risks of these pollutants do not have a
threshold,68 and that the effects can be modeled by low dose linearity,69 which describes a
relationship between exposure and risk under which additional exposure will result in additional
risk at a constant rate.70

64

See SCIENCE AND DECISIONS, supra note 34, at 127-28. Note that EPA will adjust its model to include a threshold
where there is such evidence. For example, EPA treats chloroform as a threshold carcinogen. See Environmental
Protection Agency, Integrated Risk Information System: Chloroform Chemical Assessment Summary, at 1 (Oct. 19,
2001) https://cfpub.epa.gov/ncea/iris/iris_documents/documents/subst/0025_summary.pdf. However, EPA has not
identified many exceptions to its general rule that carcinogens should be treated as non-threshold and noncarcinogens should be treated as having a threshold. See Wendy Wagner et al., Misunderstanding Models in
Environmental and Public Health Regulation, 18 N.Y.U. ENVTL. L.J. 293, 335 (2010) (discussing EPA’s
assumption that carcinogens have no threshold of effect and noting that EPA has identified threshold carcinogens,
including chloroform, and has struggled with accommodating such exceptions). In 2000, the D.C. Circuit spurred
the Agency to action on chloroform, finding that EPA’s use of an assumption of linearity for chloroform violated the
Safe Drinking Water Act because it “openly overrode the best available scientific evidence which suggested that
chloroform is a threshold carcinogen.” Chlorine Chemistry Council v. EPA, 206 F.3d 1286, 1290 (D.C. Cir. 2000).
65
Environmental Protection Agency, Guidelines for Carcinogen Risk Assessment, EPA/630/P-03/001F, at 1-10
(Mar. 2005), https://www.epa.gov/sites/production/files/2013-09/documents/cancer_guidelines_final_3-25-05.pdf.
66
See id. at 1-10 n.2.
67
See id. at 1-10, 1-11.
68
See id. at 1-11; SCIENCE AND DECISIONS, supra note 34, at 8.
69
See Environmental Protection Agency, Guidelines for Carcinogen Risk Assessment, supra note 65, at 1-11.
70
See id. This approach comports with cancer policies of other federal agencies. For example, EPA, FDA, and
OSHA “all . . . employ a linear mathematical model for low-dose extrapolation” of carcinogenic risk assessment.
Government Accountability Office, Chemical Risk Assessment: Selected Federal Agencies' Procedures,
Assumptions, and Policies, GAO-01-810, at 40, 173, 197 (Aug. 2001),
https://books.google.com/books?id=MfWUWX0L814C&lpg=PP1&pg=PP1#v=onepage&q&f=false (noting FDA’s
assumption of a “linear, no-threshold approach” for low dose cancer estimation, as well as OSHA’s acceptance of
the “overwhelming scientific consensus . . . that genotoxins follow low-dose linear functions”); Centers for Disease
Control and Prevention, Current Intelligence Bulletin 68: NIOSH Chemical Carcinogen Policy (July 2017),
https://www.cdc.gov/niosh/docs/2017-100/pdf/2017-100.pdf?id=10.26616/NIOSHPUB2017100revised (“For
carcinogen risk assessment, NIOSH generally treats exposure-response as low-dose linear unless a non-linear mode
of action has been clearly established, in which case NIOSH will adopt a modeling approach defined by the data
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Next, the agency reviews the evidence available from scientific studies and produces a
“weight of the evidence narrative,” which is intended to assess the health impacts of a pollutant
and the strength of the evidence of those effects.71 EPA considers factors such as whether tumors
were found in humans or animals, the agent’s chemical and physical properties, and studies
addressing its mode of action.72 The agency uses standard descriptors to express the weight of
the evidence: “carcinogenic to humans,” “likely carcinogenic to humans,” “suggestive evidence
of carcinogenic potential,” “inadequate information to assess carcinogenic potential,” and “not
likely to be carcinogenic.”73
Dose response assessments, the next phase of EPA’s analysis of risk from carcinogens,
are generally completed for pollutants labeled “carcinogenic to humans” and “likely to be
carcinogenic to humans.”74 Dose-response assessments aim to measure health effects at different
exposure levels. 75 These assessments are performed by first assessing data to determine a “point
of departure” (POD),76 which marks the beginning of extrapolation to lower doses based on
experimental data.77 Above the point of departure, EPA attempts to develop a tailored model of
dose-response pattern, and where it lacks sufficient data to develop one, the agency states that
“an appropriate policy choice” is to use a standard curve-fitting model, which is a standardized
mathematical function for drawing a trend line among data points.78 Below the point of
departure, EPA assumes that risk is related to exposure in a linear pattern.79
EPA’s cancer guidelines emphasize that “a critical analysis of all of the [relevant]
available information . . . [is] the starting point from which a default option may be invoked if
needed to address uncertainty or the absence of critical information.”80 Thus, if evidence
emerges that a particular carcinogenic pollutant does in fact have a threshold, or is non-linear at
low levels or all levels (for example if data instead suggests a logarithmic relationship), EPA
may depart from the default no-threshold, linear model.81
Other agencies have taken similar approaches to regulating carcinogens. The
Occupational Safety and Health Administration (OSHA), under its guidance for regulating
potential carcinogens,82 has not standardized its classification and regulation of carcinogens to
the degree that EPA has. Rather than identifying default models that will be used when data is
(including non-linear approaches when appropriate). In general, whether the model forms are linear or non-linear,
any nonzero exposure to a carcinogen is expected to yield some excess risk of cancer.”).
71
Id.
72
See id.
73
Id. at 1-12.
74
Id. at 3-2.
75
See id. at 1-12.
76
Id. at 1-13.
77
See id. at 1-13 n.4.
78
Id. at 1-9, 1-10.
79
See SCIENCE AND DECISIONS, supra note 34, at 127.
80
Environmental Protection Agency, Guidelines for Carcinogen Risk Assessment, supra note 65, at 1-7 (emphasis
added).
81
A linear model is not synonymous with a non-threshold model. A non-threshold model may be non-linear, so long
as it includes health effects even at very low levels. However, a linear model is necessarily a non-threshold model as
a linear model does display health effects at every positive level of exposure.
82
See 29 C.F.R. § 1990.101 et seq. (2017) (providing guidance for the identification, classification, and regulation
of carcinogens).
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insufficient to tailor a model, as EPA has done, OSHA has identified the type of data it will
consider,83 criteria used to evaluated arguments for certain carcinogen regulations,84 and specific
issues to be assessed when in the rulemaking including what data is available.85 Further, OSHA
guidance has been affected by the landmark Benzene case, in which the Supreme Court struck
down OSHA’s standard for benzene of 1 part per million (ppm) after the Labor Secretary
concluded that there was no safe level of benzene because it was a carcinogen, but did not
specifically quantify the risks from benzene exposure at levels below 10 ppm.86 In order to
satisfy the requirements of the Benzene case, OSHA now estimates the risk to workers subject to
a lifetime of exposure at various potential exposure levels.87 It is more difficult to discern what
OSHA’s specific models are for evaluating risks posed by carcinogens and managing those risks.
However, OSHA carcinogen guidance makes clear that the agency treats carcinogens as nonthreshold pollutants.88 The agency develops models for risk that “best fit existing data and are
consistent with available information on mode of action,” but also notes that there is “a
reasonable body of scientific evidence that genotoxic carcinogens, and perhaps other
carcinogenic modes of action, display linear, non-threshold behavior at very low dose levels.”89
The National Institute for Occupational Safety and Heath (NIOSH), established under the
same legislation as OSHA90 and empowered to “develop and establish recommended
occupational safety and health standards,”91 recently released a revised chemical carcinogen
policy.92 NIOSH, like EPA, generally treats the exposure response relationship as linear at low
83

See 29 C.F.R. § 1990.145 (2017).
See 29 C.F.R. § 1990.144 (2017).
85
See 29 C.F.R. § 1990.146 (2017).
86
See Industrial Union Department, AFL-CIO v Amer. Petroleum Institute (The Benzene Case), 448 U.S. 607, 61315 (1980).
87
See Proposed Rule on Chemical Management and Permissible Exposure Limits (PELs), 79 Fed. Reg. 61,384,
61,387 (Oct. 10, 2014) (to be codified at 29 C.F.R. Parts 1910, 1915, 1917, 1918, and 1926),
https://www.gpo.gov/fdsys/pkg/FR-2014-10-10/pdf/2014-24009.pdf.
88
See 29 C.F.R. § 1990.143(h) (“No determination will be made that a ‘threshold’ or ‘no-effect’ level of exposure
can be established for a human population exposed to carcinogens in general, or to any specific substance.”).
89
Proposed Rule on Chemical Management and Permissible Exposure Limits (PELs), supra note 87, at 61,391.
90
Occupational Safety and Health Act of 1970, 29 U.S.C. § 671 (2012).
91
Id. at § 671(c)(1). NIOSH was originally conceived as the research arm of a coordinated federal effort to regulate
workplace safety, and OSHA was to be the standard-setting agency. See Occupational Safety and Health
Administration, All About OSHA: The Standards-Setting Process, (2006), https://www.osha.gov/Publications/aboutosha/3302-06N-2006-English.html (“The OSH Act established the National Institute for Occupational Safety and
Health in the Department of HHS as the research agency for occupational safety and health. NIOSH conducts
research on various safety and health problems, provides technical assistance to OSHA, and recommends standards
for OSHA's consideration.”); Centers for Disease Control and Prevention, About NIOSH (June 15, 2016),
https://www.cdc.gov/niosh/about/default.html. The agencies, however, have not always worked collaboratively. See
Kyle W. Morrison, Partners in Safety, SAFETY & HEALTH (Mar. 1, 2012),
http://www.safetyandhealthmagazine.com/articles/partners-in-safety-2. NIOSH’s 2017 guidance on carcinogens
post-dates OSHA’s guidance, which was published in 1980. Compare Centers for Disease Control and Prevention,
Current Intelligence Bulletin 68: NIOSH Chemical Carcinogen Policy (July 2017),
https://www.cdc.gov/niosh/docs/2017-100/pdf/2017-100.pdf?id=10.26616/NIOSHPUB2017100revised with 29
C.F.R. § 1990. As such, it is not entirely clear how extensively OSHA relies on NIOSH data to set regulations on
carcinogens in the workplace. OSHA guidance does, however, reference consulting with the Director of NIOSH. See
29 C.F.R. §§ 1990.106, 1990.104 (2017).
92
See Centers for Disease Control and Prevention, Current Intelligence Bulletin 68: NIOSH Chemical Carcinogen
Policy, supra note 91.
84

13

doses, which implies a non-threshold model.93 Also like EPA, NIOSH will depart from this
model where a non-linear mode of action has been clearly established.94 Further, NIOSH
explicitly notes that even where there is evidence of a non-linear relationship between risk and
exposure at low doses, “it is highly unlikely that one can demonstrate empirically that a threshold
exists.”95
Based on the relevant scientific evidence, EPA, OSHA, and NIOSH all treat carcinogens
as non-threshold contaminants. Further, EPA and NIOSH both assume linearity at low doses,
unless the data strongly suggests a different relationship between exposure and risk to health.
The assumption of non-threshold low dose linearity presumes health impacts even at very low
levels of exposure.96 Because health effects can be estimated at low doses under this model, the
agencies can include those health benefits in cost-benefit analyses used to support allowable
standards for carcinogenic pollutants. Considering these benefits of pollution regulation allows
agencies to more accurately weigh the effects of regulations at different stringencies, facilitating
more informed decision-making.
Accounting for adverse health impacts from very low levels of pollution does not mean
that EPA or other agencies must or will require the elimination of that pollutant.97 For example,
under the Safe Drinking Water Act (SDWA),98 EPA is required to set maximum contaminant
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level goals (MCLG), which is the maximum level of a contaminant in drinking water at which no
known or anticipated health effects would occur.99 When EPA regulates carcinogens under the
SDWA, the agency sets the MCLG at zero where there is evidence that the chemical may cause
cancer, and there is no dose below which the chemical is considered safe.100 However, the
MCLG is not an enforceable standard. Rather, the enforceable standard, known as the maximum
contaminant level (MCL), is set as close to the MCLG as feasible, taking into consideration costs
and available technology.101 In short, even where EPA recognizes that a carcinogen is unsafe at
every level, the agency can, and does, set standards above zero. Including health costs from low
level exposure to carcinogenic pollutants does not force EPA to ban the pollutant; it merely
facilitates more informed decisions about how to regulate these pollutants.
B.   Non-Carcinogens Other than Criteria Pollutants
In contrast to carcinogens, EPA treats non-carcinogens other than criteria pollutants as
threshold pollutants. EPA assumes that there is a threshold below which such pollutants do not
have adverse health impacts.102 EPA does so even though the threshold assumption for noncarcinogens is inconsistent with modern scientific understanding.103 This Section analyzes EPA’s
current practice and then criticizes its continued use of this assumption.
EPA assessments for non-carcinogens focus on finding a “reference dose,” which is the
quantity “likely to be without an appreciable risk of deleterious effects.”104 The reference dose is
derived from the point of departure, which is the point from which EPA extrapolates the riskexposure relationship.105 For non-cancer pollutants, this point of departure is generally the noobserved-adverse-effect level (NOAEL),106 which is “the highest exposure level at which no
statistically or biologically significant increases are seen in the frequency or severity of adverse
effect[s],”107 or the lowest-observed-adverse-effect level (LOAEL), which is “[t]he lowest dose
in a study in which there was an observed toxic or adverse effect.”108 The reference dose might
also be derived based on the “benchmark dose,” which is calculated using “a predetermined
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change in the response rate of an adverse effect.”109 Once EPA determines the NOAEL, LOAEL,
or benchmark dose, the agency divides that dose by the “uncertainty factor,” a margin of safety
intended in part to reflect the possible differences between human and animal responses.110 The
resulting number is the reference dose.111 This model presumes a threshold at the reference dose:
below this exposure level, the health risk from exposure to non-carcinogenic pollutants is
considered to be effectively zero.112
Modern scientific challenges the accuracy of EPA’s threshold approach for noncarcinogens, and suggests that many of these pollutants do not have a population threshold.113
Epidemiological studies now provide information about the health impacts of pollutants across a
range of human exposures, including a very low levels.114 Most significantly, a 2009 report of
the National Research Council of the National Academy of Sciences115—an independent
organization of distinguished scholars in science and engineering, dedicated to the use of science
and technology to improve the general welfare, and created by an act of Congress with a
mandate to provide independent and objective advice to the federal government116—explained
that EPA’s current threshold assumption model for non-carcinogens is based on outdated
approaches developed in the 1950s to 1980s.117 The report observed that non-carcinogenic
pollutants do not necessarily have a threshold,118 and recommended that EPA evaluate all noncarcinogens without assuming that they have a threshold.119 According to the report, the current
model yields end products “inadequate for benefit-cost analyses or for comparative risk
analyses,”120 and instead “creates an inconsistent approach for bringing toxicology and risk
science into the decision-making process.”121 EPA has largely ignored this particular
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recommendation from the 2009 report, and has not changed its model for assessing noncarcinogens.122
Even if there were a threshold for an averagely sensitive individual, that level would, by
definition, be lower for more sensitive individuals. Especially sensitive individuals would have
an even lower threshold. And for the most sensitive individuals in a population, there might be
no threshold at all.123 While there might be individual thresholds for average people, there would
be no population threshold—the level at which a population experiences no negative health
effects.124 Thus, deciding to treat one individual’s threshold as a population threshold necessarily
is a decision to leave some individuals—those with lower thresholds—unprotected. For example,
very young children, pregnant women, or the elderly might have harm thresholds for certain
pollutants that are much lower than the average population threshold.125 By assuming a threshold
for a typical person, EPA overlooks sensitive individuals who may experience negative health
impacts at exposure levels lower than the regulatory standard. The question of how many people
to leave unprotected is ultimately a policy question. An accurate accounting of the effects of
these pollutants on sensitive people does not necessitate draconian regulations to completely
eliminate all risks; rather this information facilitates more informed decision-making that
accurately accounts for the impacts on all members of the population.
The current threshold model also ignores all scientific evidence of health effects that
lacks a high level of confidence. This problem is built in to EPA’s process for determining the
limits for these pollutants: when EPA determines standards, it performs a benefits analysis that
includes evidence of different health impacts of the pollutant.126 It classifies evidence as “likely”
or “known” if there is a high degree of confidence in the association between exposure and a
health outcome, or as “suggestive” where there is lesser confidence in the link.127 “Suggestive”
evidence is generally excluded from the potential health risks assessed by EPA in its primary
122
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benefits analysis for non-carcinogenic effects.128 As a result, EPA essentially gives health effects
that have not been conclusively demonstrated no weight when determining the benefits of a
regulation. In effect, EPA imposes a sharp discontinuity in the level of risk depending on how
the agency classifies the evidence: the agency assumes there is a risk associated with “known”
and “likely” evidence, the specific level of which is based on data, but assumes a 0% probability
of risk when evidence is “suggestive.” But the probability of an adverse impact is not zero.
“Suggestive” evidence, instead, presents some other positive level of risk which is arbitrarily
ignored.
Economics has a way of addressing uncertainty without ignoring it completely. Using the
concept of expected value, economists can incorporate the level of uncertainty into the
calculation of overall risk.129 In the example of non-carcinogenic pollutants, if EPA employed
this concept, the expected value of the health risk posed by exposure to these pollutants would
incorporate both the best estimates for overall harm from exposure and the level of uncertainty.
The fact of uncertainty would lower the estimated potential risk, but some level of risk would
still be calculated from exposure at low levels.
Another way to better account for this risk would be to look at the willingness of
individuals to pay to avoid risks from low level exposures. The “willingness to pay” measure can
be calculated by directly asking people what they would hypothetically pay to avoid a risk, or by
comparing wages from similar jobs that are more or less risky.130 Workers who take riskier jobs
get higher wages to compensate for that risk. By measuring this difference, it is possible to
calculate the “risk premium,” or willingness to pay for the additional risk posed by the job.131 By
assuming there is zero risk below the threshold, EPA has presumed that there is zero willingness
to pay to avoid low level exposure. There is evidence to suggest, however, that individuals
actually display a greater willingness to pay when risk is ambiguous than they do for
unambiguous risks with the same expected value.132 A willingness to pay or expected value
model would better account for the magnitude and the certainty of these risks.
EPA’s failure to update its non-carcinogen model to account for more recent scientific
evidence, sensitive populations, and scientific uncertainties has important policy implications.
Because EPA ignores risks below the threshold, the agency is unable to fully incorporate data on
health effects at low levels of exposure. EPA cannot calculate what percentage of the population
or how many additional people would be protected by reductions in pollution below the
reference dose. Further, when EPA regulates these pollutants it does not include any health
benefits from reducing pollution below the reference dose, thus undercounting potential benefits
of regulation. The resulting standards therefore do not reflect any potential harm from lower128
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level exposure. If EPA instead modeled the marginal risk of reductions or increases in dose
exposure at every level using a tool like willingness to pay or expected value, the agency would
be able to calculate with greater accuracy the overall costs and benefits of different levels of
regulation, which would facilitate more informed decision-making.
II
TREATMENT OF CRITERIA POLLUTANTS
The previous Part analyzed EPA’s risk assessment models of carcinogens and
noncarcinogens other than criteria pollutants. That discussion provides a useful foundation upon
which to examine NAAQS criteria pollutants. EPA’s understanding of criteria pollutants has
evolved over five decades of implementing the Clean Air Act, shifting from a model that
resembled the current treatment of other noncarcinogens, which are treated as threshold
contaminants, to an analysis that more closely approximates its handling of carcinogens, which
are treated as no threshold contaminants. Under multiple presidential administrations of both
parties, the agency has calculated benefits from reducing criteria pollutants below the NAAQS,
acting inconsistently with the existence of thresholds. Further, EPA has explicitly stated in recent
rules when there is no evidence of thresholds for certain criteria pollutants.
This Part first explores Congress’s understanding of criteria pollutants, and describes how
even by the mid-1970s, Congress had already recognized that criteria pollutants likely do not
have a threshold. It then presents EPA’s revision of lead NAAQS standards in 1978 and 2008 as
a case study demonstrating EPA’s shift away from threshold language in its promulgation of
criteria pollutant standards. The Part concludes with a survey of EPA’s rejection of thresholds,
both in its rulemaking language and in its calculation of benefits, for the remaining criteria
pollutants excepting particulate matter, which receives an in-depth examination in Part III.
A.   Clean Air Act Amendments of 1977
The NAAQS criteria pollutants are six air pollutants for which there are clearly
established public health concerns at historic ambient levels.133 The Clean Air Act governs the
establishment, review, and revision of the NAAQS to provide for the protection of public health
and the environment.134 Health-based standards have been developed for each pollutant, and the
standards are periodically reviewed based on human exposure assessments, health risk
assessments, and ecological risk assessments.135
Critics of clean air regulations have asserted that the NAAQS levels are adequate to fully
address criteria pollutant risks, and that reductions in these pollutants below the level of the
standard are not beneficial.136 Even though the statute does not refer to thresholds, some of these
133
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critics argue that thresholds are implied by the statutory requirement commanding EPA to set the
NAAQS at levels that “allowing an adequate margin of safety, are requisite to protect the public
health.”137 This argument requires the significant leap of equating “requisite to protect the public
health” with a no-risk standard.
An examination of the legislative history for the 1977 Clean Air Act Amendments
reveals that, in the years following the 1970 Act, Congress developed a more nuanced
understanding of the relationship between air pollution at low concentrations and adverse health
effects138—so much so that by the mid-1970s, Congress expressly rejected the view that criteria
pollutants have thresholds.
Congress’s understanding of thresholds by the time of the 1977 amendments was
influenced by an evaluation by the National Academy of Sciences (NAS), 139 which was
contracted in 1973 by the Senate Public Works Committee to evaluate and study the
implementation of the 1970 Clean Air.140 Among other questions, the Committee asked NAS to
determine whether “there [are] assumed to be ‘threshold’ effects levels” for various criteria
pollutants.141 The NAS conducted a review of existing studies on air pollutants, including several
it had undertaken for both the Committee and for EPA.142 The result of that effort, the NAS’s
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1974 “Air Quality and Automobile Emission Control” report, embraced a non-threshold view of
NAAQS pollutants:
“The present standards were derived on the assumption that such thresholds do
exist. . . . However, in no case is there evidence that the threshold levels have a
clear physiological meaning, in the sense that there are genuine adverse health
effects at and above some level of pollution, but no effects at all below that level.
On the contrary, evidence indicates that the amount of health damage varies with
the upward and downward variations in the concentration of the pollutant, with no
sharp lower limit.143
The NAS’s guidance for the Committee was clear: “Thus, at any concentration, no matter how
small, health effects may occur, the importance of which depends on the gravity of the effect.”144
Similarly, the House Committee report for the amendments emphasized that there was
“neither empirical evidence nor a theoretical basis for a threshold phenomenon” for any of the
NAAQS pollutants.145 The report, analyzing the limitations of NAAQS standards in 1976, also
stated as one of its key findings: “The national primary standards are based on the assumption
that a no-effects threshold level exists and can be proved; in fact, this assumption of a safe
threshold appears to be false.”146 The report likewise discounted the utility of a threshold’s
“margin of safety”: “From the fact that the ‘safe threshold’ concept is, at best, a necessary myth
to permit the setting of some standards, it necessarily follows that the margin of safety concept is
also an illusion. . . . [T]he supposed existence of even a modest (two or threefold) margin of
safety is hardly reassuring.”147 The House Committee report endorsed verbatim NAS’s assertion
that “it is impossible at this time to establish an ambient air concentration for any pollutant—
other than zero—below which it is certain that no human beings will be adversely affected.”148
Even by 1976, “[t]he idea that the national primary standards are adequate to protect the health
of the public ha[d] been belied.”149
In the floor debates leading up to 1977 Clean Air Act Amendments, various members of
both chambers endorsed a nonthreshold view of NAAQS contaminants.150 The bill’s chief
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author, Senator Edmund Muskie, emphasized a consistent theme throughout the deliberations:
“There is no threshold health effect which can be used to say that above this threshold there is
danger to health and below it there is not. The testimony before the committee is replete over 14
years to that effect.”151 Only seven years into the Clean Air Act regime, Senator Muskie was
unequivocal, stating that “there is no such thing as a threshold for health effects. Even at the
national primary standard level, which is the health standard, there are health effects that are not
protected against.”152 There was evidence suggesting these pollutants were non-threshold before
the 1970 Clean Air Act was passed, and at least some members of Congress were aware of that
issue.153 But whatever Congress believed in 1970, by 1977 Congress was well aware of the
threshold model’s inaccuracy.
Most importantly, the core element of the PSD program is inconsistent with the notion
that criteria pollutants have thresholds. The PSD program constrains the degradation of ambient
air quality in areas that have air quality that is better than the NAAQS.154 If criteria pollutants
had thresholds and if the NAAQS were set at these thresholds, then there would be no reason for
Congress to attempt to provide such protection. A program of this sort would have costs but no
benefits. Quite to the contrary, in establishing the PSD program, Congress rejected the argument

Legislative History of the Clean Air Act Amendments of 1977: A Continuation of the Clean Air Act Amendments of
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now being made by opponents of the Obama Administration’s environmental regulations: that
there can be no benefits from particulate reductions below the NAAQS.155
In sum, a broad collection of evidence—advisory group reports, committee reports, floor
debates, and the structure of the legislation itself—all indicate that by 1977 Congress had
rejected the view the threshold model for criteria pollutants. Only a few years after the setting of
the first standards for criteria pollutants, Congress equated “[t]he concept of a ‘no-effect'
concentration” with “a chimera.”156
B.   Shift in EPA’s Approach: A Case Study of Lead
Some early EPA practices, before the 1977 amendments, were consistent with a threshold
model. This approach, however, did not persist, as a result of advances in scientific
understanding. In this Section, we illustrate EPA’s shift through a comparison of how EPA set
the NAAQS levels for one pollutant—lead—for the first time in 1978 and how it revised it in
2008.
When EPA first developed standards for criteria pollutants, the agency treated these
contaminants similarly to the way in which it treats other non-carcinogens, using language
suggesting criteria pollutants had thresholds.157 The first model developed by EPA was used
during the promulgation of the 1978 lead standard,158 which focused on finding the “safe level of
total lead exposure.”159 To find this level, EPA employed the “critical population, critical
effects” model: identify a “critical population” and “critical effect,” analyze the relationship
between environmental exposure and the critical effect, and determine an averaging period.160
The first step of this model was to identify the critical population, a particularly vulnerable
segment of the population that differed depending on the pollutant and the type of harm posed.161
EPA chose young children ages one to five as the critical population for lead, both because
young children are more susceptible to adverse health effects at lower exposure levels than adults
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and because children are at higher risk of exposure to lead through dirt and soil.162 EPA noted
that children are at greater risk because of higher intake of lead per unit of body weight, greater
absorption and retention of ingested lead, physiologic stresses due to rapid growth and dietary
habits, incomplete development of metabolic defense mechanisms, and greater sensitivity of
developing systems.163 EPA acknowledged that there were other potential critical populations,
notably pregnant women and fetuses, but stated that there was no available evidence to indicate
that this population would require more stringent standards than small children.164
The critical effect is defined by EPA as the first adverse effect or known precursor which
occurs to the critical population.165 EPA identified as the critical effect lead-induced elevation of
erythrocyte protoporphyrin (EP elevation), which is limited iron absorption in red blood cells
that can be caused by exposure to lead.166 EPA noted that EP elevation indicates impairment of
cell functions which should not, in the agency’s view, be permitted to persist as a chronic
condition.167
In 1978, EPA reasoned that if the most sensitive population was protected, everyone else
would be protected as well.168 Moreover, if the critical population is protected against the critical
effect, then everyone would be protected against every effect of the pollutant.169 After making
these two determinations, EPA established a relationship between environmental exposure and
the critical effect of EP elevation. The agency first determined the blood lead level at which
children ages one to five would experience EP elevation. EPA selected 30 µg/dL as the
“maximum safe blood level for an individual child.”170 This was the individual threshold of risk
for children established by the Center for Disease Control at that time.171 EPA then selected 15
µg/dL as the average blood level target, reasoning that at that level 99.5% of the population of
children would have blood levels below the 30 µg/dL level.172
EPA then attempted to account for non-air sources of lead, which are much more
significant than airborne lead pollution and include lead paint, which may be ingested by small
children.173 Studies examined by EPA suggested nonair pollution to be from from 10.2 µg/dL to
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as much as 14.4 µg/dL,174 from which the agency estimated a contribution of 12 µg/dL.175 EPA
then subtracted the nonair contributions from its target average blood level of 15 µg/dL, leading
to a permissible air contribution of 3 µg/dL.176
EPA then needed to translate the target level of lead in blood into a limitation on lead in
air, which is what the NAAQS regulate. To do so, EPA estimated the ratio of lead in air to lead
in blood. Finally the agency divided by 2, the air-to-blood ratio it had selected.177 The final
3
standard set was a maximum allowable concentration of lead in the air of 1.5 µg/m .178
In 2008, EPA under President George W. Bush revisited its 1978 lead NAAQS
3
3
determination and revised from 1.5 µg/m to one tenth that amount; 0.15 µg/m .179 EPA
maintained its focus on young children, but shifted its focus from EP elevation to loss of IQ
points. EPA did so because of a “general consensus” that these effects were among the most
sensitive of lead’s harms and of the greatest public concern.180 Though EPA focused on loss of
IQ points, EPA eliminated the “critical effect” language.181
In evaluating potential lead limits, EPA focused on measurements of lead in urban
areas where lead pollution and lead exposure is generally higher.183 EPA chose three urban
case studies: Cleveland, Chicago, and Los Angeles to measure ambient air quality.184 EPA also
included a “general urban case study,” not based on a specific geographic area, but using
simplifications to represent exposure of children in small residential areas near the current
NAAQS.185 Finally, EPA included a “primary smelter case study,” based on a specific area not
currently in compliance with NAAQS.186 The agency analyzed each of these cases under
alternative NAAQS, including the current standard, and calculated the median blood level
associated with each scenario.187 To convert each ambient air standard into a distribution of
blood levels in children, EPA used two models that incorporated air, soil, and indoor dust
estimations for each case study and separated sources of blood level into non-air related, “recent
air,” including ingesting ambient air and dust recently carried into the home, and “past air,” air,
including sources less immediately affected by a standard change, like ingesting outdoor soil and
182
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dust.188 For each blood level estimated as a result of a particular NAAQS scenario, EPA
attempted to estimate what percentage of the blood level was attributable to air sources, with the
lower bound of the estimate including only recent air sources and the upper bound including
recent and past air sources.189
EPA then needed to translate blood levels into lost IQ points. EPA noted that the slope
for effects on IQ is steeper at lower blood lead levels,190 meaning that one additional unit of
exposure at low levels has a greater health effect than one additional unit at higher levels. EPA
suggested that one possible reason for this is that lead at low exposures might interfere with
different biological mechanisms than lead at higher exposures, and the mechanisms affected at
lower levels might be more easily saturated.191
3

Across the case study locations, at the then-current standard of 1.5 µg/m , the model
showed a median loss of more than two IQ points, and an upper bound of four or more IQ points
lost.192 This is not a small risk: because this figure measures a median loss, the actual loss for
certain individuals at the high end of the distribution could be much greater.193 EPA also
estimated the number of children in Cleveland, Chicago, and Los Angeles likely to lose between
one and seven IQ points under the 1978 NAAQS regime, still in place at the time.194 One
model195 predicted 395,528 children in Chicago, 13,857 in Cleveland, and 284,945 in Los
Angeles would lose more than one IQ point.196 In Chicago, 100,159 children were estimated to
lose more than seven IQ points; in Cleveland, 1,858 children would suffer such losses; as would
57,834 children in Los Angeles.197 As a result of the existing studies and risk assessment, the
Administrator determined the current standard did not protect public health with an adequate
margin of safety.198
Reviewing this data, a panel of the Clean Air Scientific Advisory Committee (CASAC), a
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non-partisan entity tasked with providing independent scientific advice to EPA,199 advised EPA
that a population IQ loss of 1-2 points represented a “highly significant” public health loss200 and
advised a standard “no higher than 0.2 µg/m3.”201 Using the air-to-blood ratio and the
concentration-response function, the Administrator determined in the final rule that 0.15 µg/m3
would result in a mean IQ loss within the subset population below two points.202
Between 1978 and 2008, EPA’s analysis shifted significantly with regard to the issue of
thresholds.203 In 1978, EPA adopted the CDC’s threshold of 30 µg/dL as the “maximum safe
blood lead level.”204 The agency’s next steps were all premised on the assumption that so long as
a child’s blood level remained below this limit, adverse health effects would be avoided. In
EPA’s 2008 revision for lead, this premise was gone. The proposed rule explicitly stated that
“the Administrator recognizes that [lead] can be considered a non-threshold pollutant.”205
Moreover, EPA noted in 2008 that the Center for Disease Control and Prevention recognized that
no “safe” threshold for blood lead has been identified,206 and stated that “[t]hreshold levels, in
terms of blood [lead] levels in individual children, for neurological effects cannot be discerned
from the currently available studies.”207 The agency acknowledged that there are effects from
lead at very low levels,208 and even asserted that the slope for effects on IQ is actually steeper at
lower blood lead levels.209 Further, though EPA based the final steps of its analysis around the
“significant health effect” of loss of 1-2 IQ points, the agency did not claim that this was a level
below which there are no health risks. The Administrator even acknowledged that standards
would ideally be set so that no children would lose IQ points due to lead pollution.210 The rule’s
Regulatory Impact Analysis (RIA), which examines the “the potential social benefits and social
costs of a regulation,”211 effectively reaffirmed these conclusions about risks below thresholds:
199
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While EPA ultimately adopted an updated standard of 0.15 µg/m3, it had also analyzed the costs
and benefits of a more stringent standard of 0.10 µg/m3 212 and found additional total benefits
from moving to a 0.15 µg/m3 level to a 0.10 µg/m3 level to be between $1.1 billion and $1.7
billion.213 These are benefits that would not exist below a true threshold. EPA acknowledged that
the decision was ultimately a “public health policy judgment” because there is no “evidence- or
risk-based bright line that indicates a single appropriate level.” 214 Overall, this 2008 rulemaking
reflected an important shift in how EPA regulates NAAQS pollutants: from assuming that there
is a threshold below which no health effects will occur to acknowledging that the decision is
ultimately a policy judgment because there is no exposure level where all risks can be avoided.215
C.   Rejecting Thresholds and Calculating Benefits Below the NAAQS
EPA’s rejection of thresholds for lead is not atypical. Across the range of criteria
pollutants, EPA has moved toward a nonthreshold model. For many criteria pollutants, EPA has
explicitly acknowledged—in some cases for decades—where it has evidence to suggest that
NAAQS pollutants lack a threshold. Futher, for all but one of the criteria pollutants,216 the
quantified in monetary terms and a determination of the potential net benefits of the rule[,] including an evaluation
of the effects that are not monetarily quantified.” Id.
212
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agency has calculated benefits from alternatives more stringent than what EPA ultimately
selected as its standard, and it has done so under presidents from both parties.217 That EPA finds
additional benefits for levels more stringent than the NAAQS is inconsistent with the existence
of a threshold for these pollutants: below a threshold there should be no additional benefits from
reductions. This section surveys EPA’s historical practices for ozone, carbon monoxide, nitrogen
dioxide, and sulfur dioxide,218 revealing the agency’s consistent calculations of benefits below
NAAQS levels and its more explicit finding on the lack of evidence of thresholds. A similar
analysis for particulates follows in Part III.
As early as 1979, EPA began to acknowledge the difficulty of identifying thresholds for
criteria pollutants. In its revision for ozone, President Jimmy Carter’s EPA noted that the rule’s
“criteria document supports the contention that a clear threshold of adverse health effects cannot
be identified with certainty for ozone.”219 In revising that standard, EPA under President George
H.W. Bush concluded that “[t]here appears to be no threshold level below which materials
damage will not occur, exposure of sensitive materials to any non-zero concentration of O3
(including natural background levels) can produce effects if the exposure duration is sufficiently
long.”220 In its 1997 review for ozone, President Bill Clinton’s EPA went even further. The
agency recognized “O3 may elicit a continuum of biological responses down to background
concentrations.”221 In stark terms, the agency noted that, “in the absence of any discernible
threshold, it is not possible to select a level below which absolutely no effects are likely to occur.
. . [or] to identify a level at which it can be concluded with confidence that no ‘adverse’ effects
are likely to occur.”222 In 2008, the George W. Bush EPA’s final rule for ozone repeatedly
confirmed that “the underlying scientific evidence is [not] certain enough to support a focus on
any single bright line benchmark level.”223 The rule’s Regulatory Impact Analysis explicitly
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noted that “ozone is a non-threshold pollutant.”224 In 2015, EPA under President Obama noted in
its final rule for ozone that “[f]rom the inception of the NAAQS standard-setting process, EPA
and the courts have acknowledged that scientific uncertainties in general, and the lack of clear
thresholds in pollutant effects in particular, preclude any [] definitive determinations.”225
Similarly, the rule’s Integrated Science Assessment stated more explicitly the agency’s “overall
conclusion[] that the epidemiologic studies . . . indicated a generally linear [concentrationresponse] function with no indication of a threshold. . . .”226
EPA in 2008 also included benefits calculations for levels below the standard set by the
regulation. While EPA selected a standard of 75 ppb,227 the agency also analyzed a more
stringent standard of 70 ppb—the level later selected by the Obama Administration in 2015—as
well as an even more stringent 65 ppb standard.228 The agency provided third-party estimates of
benefits for its chosen standard of 75 ppb which ranged from $2 billion to $19 billion in 2020.229
For a more stringent standard of 70 ppb, the agency estimated benefits of $3.5 billion to $37
billion.230 For the most stringent standard of 65 ppb, EPA included estimates of benefits ranging
from $5.5 billion to $58 billion in 2020.231
In its 2015 RIA, EPA again calculated benefits for reductions in ozone below its chosen
NAAQS level. In the RIA analyszing a revision of the secondary standard for ozone from 75 to
70 ppb,232 EPA provided an analysis of the benefits of a 70ppb standard and an alternative of 65
ppb.233 The agency estimated the benefits of the 70 ppb level to be between $2.9 and $5.9 billion
in 2025, and the benefits of a 65ppb level to be between $15 and $30 billion over the same
period.234 Further, the agency found that in 2025, the 70 ppb standard would prevent between 96
and 160 ozone-related premature deaths and 220 to 500 particulate matter-related premature
deaths. However, the 65 ppb level would prevent between 490 and 820 ozone-related deaths and
between 1,100 and 2,500 particulate matter-related deaths.235
In its 1985 revision for nitrogen dioxide, the Reagan EPA asserted a qualified rejection of
NO2 thresholds, stating that “none of the evidence presented in the Criteria Document shows a
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clear threshold of adverse health effects for NO2.”236 As it had done six years earlier with ozone,
the agency described adverse health effects from nitrogen dioxide exposure as occupying “a
continuum, ranging from NO2 levels at which health effects are undisputed, through levels at
which many, but not all scientists generally agree that health effects have been convincingly
shown, down to levels at which the indications of health effects are less certain and more
difficult to identify.”237 In the 2010 update to that standard, the Obama EPA noted that “[t]he
meta-analysis does not provide any evidence of a threshold below which effects do not occur.”238
The revision’s Integrated Science Assessment also “concluded that NO2 epidemiologic studies
provide ‘little evidence of any effect threshold’” and that “concentration-response
relationships… appear linear.”239 That 2010 review prompted EPA to set at new short-term NO2
standard of 100 parts per billion (ppb), based on the 3-year average of the 98th percentile of 1hour daily maximum concentrations.240
The agency in 2010 also found additional benefits for reductions in nitrogen dioxide
below NAAQS levels. In addition to its 100 ppb standard, EPA also analyzed a lower, more
stringent level of 80ppb.241 At and above 100 ppb, according to the controlled human exposure
studies, increased airway responsiveness was observed in “a large percentage of asthmatics.”242
However, EPA acknowledged that people with more severe asthma would be expected to
experience symptoms at concentrations below the 100 ppb standard.243 The agency calculated
that there would be an additional $3.2 to $8.6 million in benefits in 2020 for an 80 ppb standard
than there are under the 100 ppb standard EPA chose.244
The primary sulfur dioxide NAAQS standard was most recently revised under the Obama
Administration in 2010. The final rule recognized that “the available health effects evidence
reflects a continuum consisting of ambient levels of SO2 at which scientists generally agree that
health effects are likely to occur, through lower levels at which the likelihood and magnitude of
the response become increasingly uncertain.”245
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As part of these regulations, EPA set a new standard of 75 ppb, based on the 3-year
average of the 99th percentile of 1-hour daily maximum concentrations,246 but also analyzed
alternative primary standards of 50 ppb.247 At the 75 ppb level, EPA found $2.2 million in
benefits, including 260 fewer emergency room visits for respiratory symptoms.248 At the lower
50 ppb level, EPA calculated $8.5 million in benefits, including 930 fewer such emergency room
visits.249 The agency also calculated that a 50ppb standard could have yielded as much as $46
billion in additional PM2.5 co-benefits compared to the 75 ppb standard.250
In its 2011 revision for carbon monoxide, the Obama EPA recognized carbon monoxide
pollution as similarly exhibiting a “continuum” of adverse health effects with varying degrees of
certainty.251 The agency highlighted two studies that were unable to discern a threshold for
cardiovascular effects from carbon monoxide exposure.252 The rule’s Integrated Science
Assessment concluded that “[e]pidemiologic analyses investigating the exposure-response
relationship for mortality and cardiovascular morbidity did not find evidence for a departure
from linearity or a threshold for CO effects.”253
In short, EPA has moved away from the “critical effect” language it originally developed
for NAAQS pollutants in 1978 and which might have suggested a threshold,254 and since the late
1970s has openly rejected the threshold assumption for criteria pollutants on the basis of
advances in the scientific understanding of these pollutants. EPA also calculates benefits for
criteria pollutant reductions below the levels at which the agency chose for each of the most
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recent NAAQS.255 All of this is flatly inconsistent with the notion, advanced by the Trump
Administration and by other opponents to Obama era regulations in litigation,256 that the
NAAQS standards represent a no-harm threshold for criteria pollutants, and that Obama-era rules
inflated benefits in ways inconsistent with historical EPA practices by quantifying the benefits of
reductions in NAAQS pollutants below the NAAQS.
III
CALCULATING HEALTH BENEFITS FROM PARTICULATE REDUCTIONS BELOW THE NAAQS
Critics of climate change regulations argue that particulate reduction benefits do not exist
below the NAAQS standards, which they characterize as a no-harm threshold.257 According to
adherents of this view, “[b]oth theory and data suggest that thresholds exist below which further
reductions in exposure to PM2.5 do not yield changes in mortality response and that one should
expect diminishing returns as exposures are reduced to lower and lower levels.”258 Similarly, the
Heartland Institute, which bills itself as “the world’s most prominent think tank promoting
skepticism about man-made climate change,”259 advocates “the widely held belief among
scientists and health experts, supported by ample research, that some threshold must exist below
which pollution has no health impact. That belief is often summarized as ‘[t]he dose makes the
poison.’”260 More recently, it has deemed PM2.5 “a favorite new bogeyman”261 of EPA, and
thresholds the result of “a fabricate[d] disease entity [of] post-modern pseudo-science.”262 The
National Mining Association advanced the same line of reasoning in Michigan v. EPA in its
challenge to the Mercury and Air Toxics Standards: “EPA concedes that most of these benefits
supposedly result from reducing [particulate matter] concentrations to below the level that EPA
set in its PM2.5 NAAQS. . . . But EPA set the [particulate matter] NAAQS, as it set all of the
255
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NAAQS, at a level that is ‘requisite to protect the public health’ with a margin of safety and
without considering compliance costs.”263 In other words, the National Mining Association
asserts, if EPA followed its mandate to regulate particulate matter to the extent required under
the NAAQS regime, then there would be no benefits below the NAAQS standard because the
NAAQS standard would be set at the point at which benefits would not accrue below it. Either,
they assert, EPA has not appropriately set the particulate matter NAAQS standard with the
requisite margin of safety or the asserted co-benefits of particulate matter reduction are
nonexistent.
Opponents also challenge the science underlying EPA’s calculation of additional benefits
from pollution reduction below the NAAQS. EPA’s use of a linear, non-threshold approach for
low-level PM concentrations264 has been criticized as “highly imprecise” and guilty of
“cherrypicking” epidemiology studies en route to a “biased assessment of the available data.”265
Moreover, EPA’s assertion of benefits from particulate matter have been deemed “illusory”;266
based on “empty generalities and speculative claims”;267 “based on questionable assumptions
and . . . likely overstated”;268 “specious”;269 and “employ[ing] a methodology that places a thumb
on the scale at every step of its benefit calculations and that regularly eschews real data in place
of unrealistic assumptions and wild speculations.”270 These purported benefits are allegedly
“vague[,] un-monetized,”271 and “too speculative,”272 with the implication that if they are too
uncertain to be quantified, they are too uncertain to be contemplated at all. The agency simply
“cannot quantify them [because] they are not supported by the scientific literature.”273
Benefits from particulate matter reductions are thus a key battleground in the fight over
major Obama era Clean Air Act rules, and will almost certainly be a point of contention over
future climate change regulations. Because of the size of these benefits, both in absolute terms
and in comparison with other regulatory effects, there is a substantial incentive for both sides to
misrepresent them, and a critical need to get these estimates right. The following section
describes the robust scientific basis for EPA’s determination that particulate matter lacks a
threshold below which adverse health effects occur.
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A.   Scientific Basis
Particulate matter (PM) is a mixture of very small particles and liquid droplets that are
found in the air. Some particles including dust, dirt, soot, and smoke are large enough to be
visible, while others are too small to be seen with the naked eye.274 Exposure to particulate
matter can have negative effects on lung and heart health, including coughing or difficulty
breathing, aggravating asthma and decreased lung function, as well as heart attacks and irregular
heartbeat. Exposure can be deadly, particularly for people with heart or lung disease.275
EPA regulates particulate matter under two standards, which are based on the size of the
particulate matter particles. Extremely small particles, those measuring 2.5 micrometers or less,
are regulated under the PM2.5 standards, while larger particles measuring between 2.5 and 10
micrometers are regulated under the PM10 standards. The current standards for particulate matter
set limits on PM2.5 of 35 µg/m3 averaged over 24 hours and of 12 µg/m3 averaged annually.276
The PM10 standard is a 24-hour average of 150 µg/m3, and there is no annual standard.277
These standards do not represent the level at which there are no health effects from
particulate matter exposure. The science on benefits from reductions in particulate matter below
the NAAQS, some of which is summarized in this section, is robust. In general, the evidence
suggests there is no threshold for particulate matter, which means that risk from particulate
matter exists at every level of exposure.278
For example, in 2006, EPA solicited a report of judgments from experts on the
concentration response relationship between small particulate matter particles (PM2.5) and
mortality.279 The twelve experts who participated were selected through a peer-nomination
process and included experts in epidemiology, toxicology, and medicine.280 As part of this study,
the experts were asked about their views on the concentration-response function, which measures
health effects at different levels of exposure.281 While all experts believed that individuals may
exhibit thresholds for PM-related mortality, eleven of the twelve rejected the idea of a population
274
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threshold, stating that was is insufficient evidence to support such a threshold.282 Seven experts
noted that a population threshold was unlikely due to variations in susceptibility as a result of
genetic, environmental, and socioeconomic factors.283 The single expert who believed it was
possible to make a conceptual argument for a population threshold noted that he did not believe
such a threshold was detectable in currently available epidemiologic studies.284 This expert also
stated that he was 50 percent certain a population threshold existed, and that if there were a
threshold, he thought there was an 80 percent chance the threshold would be less than 5 µg/m3,
and a 20 percent chance that it would fall between 5 and 10 µg/m3.285 Both levels cited by the
expert are lower than the current NAAQS levels for PM2.5 of 12 µg/m3.286
A 2010 scientific report from the American Heart Association reached similar
conclusions.287 The authors of that report included specialists in a wide range of disciplines
including cardiovascular and environmental epidemiology and statistics, atmospheric sciences,
cardiovascular and pulmonary medicine, basic science research, and public policy.288 The report
comprehensively reviewed studies, published between 2004 to 2009, on the relationship between
particulate matter and heart health.289 The report concluded that there “appeared to be no lowerlimit threshold below which PM10 was not associated with excess [cardiovascular] mortality.”290
With regard to PM2.5, the report stated that there appeared to be a linear concentration-response
relationship between the small particles and mortality risk without a discernible safe threshold.291
The report suggested that an area for future research was determining whether there is any safe
PM threshold that protects both healthy and susceptible individuals,292 but noted that current
evidence reviewed supports the conclusion that there is overall no safe threshold.293
The American Thoracic Society (ATS) in a 2016 article likewise reported adverse health
effects below NAAQS standards.294 ATS recommended an annual standard for PM2.5 of 11
µg/m3, which is lower than the current NAAQS requirements. The report estimated the health
impacts from PM exposure in places that violated the ATS annual standard, including places in
compliance with EPA’s requirements. The report found that relative to current particulate matter
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levels across the country,295 an estimated 2913 deaths and 5543 instances of morbidity would be
avoided if the 11 µg/m3 were met.296 The report also noted that “this does not imply that further
health benefits would not be achieved by still further reductions to pollution levels,” relying in
part on EPA’s own statement that there is no epidemiological evidence of a threshold for PM.297
The Harvard School of Public Health “Six Cities Study”298 and an American Cancer
Society Study299 are two key studies in the evaluation of particulate matter exposure health
impacts, and both have been extensively relied upon by EPA in its particulate matter NAAQS
rulemakings. Both studies include follow up research; the Six Cities study was originally
published in 1993, with follow up research released in 2006 and again in 2012; the ACS study
was released in 1995 and updated in 2002 and 2004.300 These studies were cited by the Bush
EPA in the 2006 particulate matter NAAQS,301 by all experts solicited in the 2006 EPA expert
solicitation,302 and were also relied upon by the Obama Administration in the 2016 particulate
matter NAAQS,303 the Mercury and Air Toxics Standards,304 the Clean Power Plan,305 and the
Cross Border Air Pollution Rule.306 The Bush EPA noted that “these studies have found
consistent relationships between fine particle indicators and premature mortality across multiple
locations in the United States.”307 EPA summarized in the Cross Border rule that the authors of
295
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the 2012 Six Cities follow-up “found significant associations between PM2.5 exposure and
increased risk of premature all-cause, cardiovascular and lung cancer mortality” and concluded
that “the [concentration-response] relationship was linear down to PM2.5 concentrations of 8
µg/m3.”308 This level is substantially lower than 12 µg/m3, the current NAAQS annual standard
for particulate matter.309
Experts outside of the EPA have also relied on the findings of the “Six Cities Study” and
the American Cancer Society Study to support their holdings that particulate matter is a no
threshold pollutant. In 2002, relying on the American Cancer Society Study, the National
Research Council’s Committee on estimating the Health-Risk-Reduction Benefits of Proposed
Air Pollution Regulations310 concluded that “there is no evidence . . . for any indication of a
threshold” for particulate matter.311 Additionally, the Health Effects Subcommittee of the
Advisory Council on Clean Air Compliance Analysis relied on both the Six Cities Study and the
American Cancer Society Study to conclude that it “fully supports EPA’s use of a no-threshold
model to estimate the mortality reductions associated with reduced PM exposure.” 312 It reasoned
that EPA’s decision “is supported by the data, which are quite consistent in showing effects
down to the lowest measured levels.”313 And, a 2008 follow-up to the Harvard Six Cities study,
found that there was an eighty six percent probability that PM2.5 followed a linear no-threshold
model.314 This report explained that a “key finding of this study is that there is little evidence for
a threshold in the association between exposure to fine particles and the risk of death on followup.”315 Instead of reducing PM concentration by relying on “an arbitrary standard,” such as a
threshold model, the study recommended “reduc[ing] particle concentration everywhere, at all
times, to the extent feasible and affordable.”316
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The World Health Organization (WHO), a specialized agency of the United Nations,317 in
a report cataloguing the global impact of particulate matter pollution, noted that this pollution
represents one of world’s the biggest environmental health risks, killing around 3 million people
annually worldwide.318 The report explains that this pollution “has health impacts even at very
low concentrations – indeed no threshold has been identified below which no damage to health is
observed.”319 WHO recommends that countries set standards at the lowest concentrations
possible, and has set guideline values for PM2.5 at 10 µg/m3 annual mean and 25 µg/m3 24-hour
mean,320 well below the current NAAQS of 12 µg/m3 annual mean and 35 µg/m3 24-hour mean.
A recent study from the Harvard School of Public Health confirms these findings and
strengthens the evidence of health effects from particulate matter exposure below the current
NAAQS. The 2017 study, which included a cohort of all Medicare beneficiaries (approximately
60 million people) throughout the United States, focused specifically on measuring health effects
below the current particulate matter and ozone NAAQS.321 The researchers measured health
effects for people residing in places where PM2.5 concentrations ranged from 6.21 to 15.64
µg/m3.322 The study reported a relationship between PM2.5, ozone, and all-cause mortality that
was almost linear, with no sign of a threshold down to 5 µg/m3 in annual exposure.323 Moreover,
the authors found that there was a “significant association between PM2.5 exposure and mortality
when the analysis was restricted to concentrations below 12 µg per cubic meter [the current
NAAQS], with a steeper slope below that level.”324 This study, which contains a very large
sample size representing a geographically and socioeconomically diverse cross section of the
country, concludes that in the entire population studied “there was significant evidence of
adverse effects related to exposure to PM2.5 . . . concentrations below current national
standards.”325 The study “found no evidence of a threshold value—the concentration at which
PM2.5 exposure does not affect mortality—at concentrations as low as approximately 5 µg per
cubic meter,”326 confirming a finding similar to those of other studies.327
B.   Regulatory Treatment
EPA has consistently found over three decades, and under administrations of both parties,
that there are health effects from particulate matter exposure at low levels, below the NAAQS.
The agency has done so at different times by explicitly stating that there is no evidence of a
threshold; by calculating benefits for reductions in particulate matter below the level of the
317
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NAAQs; or both.
As early as 1984, EPA under President Reagan explicitly stated that there is no evidence
of a threshold for particulate matter.328 Specifically, the agency’s 1984 Regulatory Impact
Analysis stated that “the data do not . . . show evidence of a clear threshold in exposed
populations. Instead they suggest a continuum of response with both the likelihood (risk) of
effects occurring and the magnitude of any potential effect decreasing with concentration.”329
This language was reiterated verbatim in the 1987 final rule.330
In 1997, the Clinton EPA determined that “the available epidemiological studies provide
strong evidence suggesting that PM causes or contributes to health effects at levels below the
current standards”331 and that “the level or even existence of population thresholds below which
no effects occur cannot be reliably determined.”332 The agency also calculated benefits for
reducing particulate matter below the level it ultimately selected. In the 1997 NAAQS revision,
EPA set the annual average standard for PM2.5 at 15µg/m3, and the 24-hour limit at 65 µg/m3.333
In the accompanying RIA, EPA analyzed the costs and benefits of the level it chose along with a
more stringent standard. The more stringent standard EPA reviewed was an annual standard set
at 15µg/m3, in combination with a lower 24-hour standard set at 50 µg/m3.334 At the level EPA
eventually selected for the NAAQS standard, the agency found annual benefits from partial
attainment335 to be between $19 billion (low estimate) and $104 billion (high estimate).336
328
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However, EPA found greater benefits, a high estimate of $107 billion, under this more stringent
level.337
In 2006, EPA under George W. Bush found that “effect thresholds can neither be
discerned nor determined not to exist.”338 The agency also noted that “several new studies
available in [its] review have used different methods to examine [particulate matter
concentration-response relationships], and most have been unable to detect threshold levels in
time-series mortality studies.”339 EPA again calculated benefits at a particulate matter standard
more stringent than the one it ultimate chose for the NAAQS. The 2006 final rule established a
PM2.5 24-hour standard of 35 µg/m3 and retained the annual standard of 15 µg/m3. The RIA also
included an analysis of benefits from a more stringent annual standard of 14 µg/m3 paired with
the same 35 µg/m3 24-hour limit.340 Again, EPA found higher benefits for the more stringent
standard. Using a 3% discount rate,341 EPA found $17 billion in benefits at the 15 µg/m3
standard, but $30 billion in benefits under more stringent the 14 µg/m3 standard.342 Again using a
3% discount rate, EPA also calculated benefits using a different methodology and found between
$9 billion and $76 billion in benefits from the 15 µg/m3 standard, but $17 billion to $140 billion
in benefits for the 14 µg/m3 standard.343
Further, the Bush EPA calculated additional health and welfare benefits under the more
stringent standard. Under multiple valuation methods, EPA found that approximately twice as
many deaths would be avoided under the 14 µg/m3 standard compared with the 15 µg/m3
standard it ultimately selected.344 EPA found that chronic bronchitis effects would be reduced be
reduced by 8700 cases under a more stringent standard but by 5000 under the standard it
selected.345 Hospital admissions for respiratory events would be reduced by 980 under the stricter
level but by 530 under EPA’s standard, and hospital admissions for cardiovascular events for
people over 17 would decrease by 2100 under the stricter level but by 1100 under the standard
selected.
In the most recent revision of particulate matter NAAQS standards under the Obama
Administration, EPA expressed its clearest rejection of thresholds for particulate matter. The
agency noted in the Final Rule updating NAAQS standards in 2013 that, because “there is no
providing air quality improvements are less than $1 billion/µg/m3 are adopted where the air quality model and cost
analysis identify control measures as being necessary.”).
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discernible population-level threshold below which effects would not occur, . . . it is reasonable
to consider that health effects may occur over the full range of concentrations observed in the
epidemiological studies, including the lower concentrations in the latter years.”346 EPA also
explicitly addressed comments from the American Petroleum Institute and the American
Chemistry Council asserting that “there is a threshold in the PM-health effect relationship and
that the log-linear model is not biologically plausible.”347 The agency countered that:
“The EPA disagrees with this assertion due to the number of studies evaluated in
the Integrated Science Assessment that continue to support the use of a nothreshold, log-linear model to most appropriately represent the PM concentrationresponse relationship. . . . [EPA’s Clean Air Science Advisory Committee]
likewise advised that ‘[a]lthough there is increasing uncertainty at lower levels,
there is no evidence of a threshold.’”348
As in previous administrations, EPA again found additional benefits from a standard more
stringent than the NAAQS. The 2012 RIA presents the benefits for the NAAQS levels EPA
chose, a PM2.5 24-hour standard of 12 µg/m3 and an annual average standard of 35 µg/m3.349 The
agency also calculated benefits from an 11µg/m3 standard, also paired with the 35µg/m3 annual
standard.350 At a 3% discount rate, EPA found between $4 and $9.1 billion in benefits for the 12
µg/m3 standard, but $13 to $29 billion in benefits at the more stringent 11 µg/m3 level.351
C.   Addressing Uncertainty
The preceding discussion should not be read to suggest that there is no uncertainty about
the health effects of particulate matter at low levels of exposure. Exposure studies generally do
not examine populations exposed to ambient levels down to zero. Rather, studies generally have
a “lowest measured level” (LML), which is the lowest level of exposure studied.352 EPA is
346
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tasked with the difficult job of extrapolating a dose-response relationship below these levels, and
it has acknowledged that uncertainty remains about the shape of that relationship.
One tactic of regulatory critics is to conflate this uncertainty with the existence of a
threshold. For example, state and industry challengers to the Clean Power Plan emphasized
EPA’s admission that there is uncertainty about the scale of particulate matter health effects at
very low exposure levels. These challengers asserted that NAAQS are “‘precautionary and
preventative’ in nature . . . and intended to protect the most sensitive subgroups in the
population, [yet] EPA did not have confidence that a level below 12 µg/m3 was needed to
provide the rigorous protections the Act requires.”353 The group further asserted that if EPA, in
its 2013 NAAQS review of particulate matter, determined that the health benefits of reductions
were “so uncertain that it [was] not appropriate to include exposures below 12 µg/m3 within the
‘adequate margin of safety’ provided by the NAAQS,” EPA should not later be able to claim that
reductions below that same level will yield billions of dollars in benefits.354
However, over the course of several decades, EPA has consistently considered and
incorporated uncertainty into its assessments of NAAQS standards on the basis of the relevant
scientific research. In its 1997 Regulatory Impact Analysis for particulate matter, EPA noted that
“one significant source of uncertainty is the possible existence of a threshold concentration
below which no adverse health effects occur.”355 EPA addressed this uncertainty in its benefits
calculations, providing a “high end” estimate, which assumed that health benefits from
reductions in particulate matter occur “all the way down to background levels” for certain health
effects.356 EPA also provided a “low end” estimate which assumed that health benefits from
particulate matter reductions occur only down to the level of the standard.357
In 2006, EPA acknowledged that there was a debate as to whether a threshold exists for
particulate matter,358 and addressed the uncertainty by assuming that the particulate matter
concentration-response function was linear within the concentrations “under consideration,”
which EPA defined to be above an assumed threshold of 10 µg/m3.359 The agency also noted that
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its Science Advisory Board, which provides advice to EPA on benefits analysis methods,
“model[ed] premature mortality associated with PM exposure as a non-threshold effect, that is,
with harmful effects to exposed populations regardless of the absolute level of ambient PM
concentrations.”360
By 2012, a much larger number of studies had produced evidence of the health effects of
particulate matter exposure. EPA still acknowledged uncertainty in the 2012 RIA, but both the
language used by the agency and the assumptions it makes reflect the growing body of evidence
that particulate matter has health effects at low levels. Specifically, EPA stated that it was “more
confident in the magnitude of the risk [estimated] from simulated PM2.5 concentrations that
coincide with the bulk of observed PM concentrations.”361 EPA further acknowledged that it was
“less confident in the risk we estimate from simulated PM2.5 concentrations that fall below the
bulk of the observed data in these studies.”362
EPA likewise discussed uncertainties in developing the Mercury and Air Toxics
Standards. EPA calculated particulate matter reduction benefits for the Mercury and Air Toxics
Standards using studies measuring health impacts below the NAAQS levels, but above the zero
exposure level. The LML of these studies helped inform EPA’s analysis.363 EPA calculated the
benefits at LMLs of major PM studies and found that 11% of the estimated benefits from
avoided premature deaths occur at or above an annual mean PM2.5 level of 10 µg/m3,364 and 73%
of the benefits at or above 7.5 µg/m3.365 EPA modeled benefits below the LML, in line with the
agency’s acknowledgement that particulate matter is not a threshold pollutant, but noted that the
agency has lower confidence in the exact value of those estimates.366 EPA also noted that it
addressed uncertainties in the magnitude of effects by following the same approached used by
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the Bush EPA in the 2006 particulate matter NAAQS RIA.367
The fact that uncertainty remains does not mean there is evidence to conclude that
particulate matter causes no health effects below a certain level. As EPA noted in the 2012 RIA,
“[i]t is important to emphasize that ‘less confidence’ does not mean ‘no confidence’. . . . [W]e
still have high confidence that PM2.5 is causally associated with risk at those lower air quality
concentrations.”368 EPA went on to note that although it uses benchmarks as part of its analysis,
including the LML, this does not mean that EPA views “these concentration benchmarks as a
concentration threshold below which we would not quantify health benefits of air quality
improvements.”369 In short, EPA has consistently acknowledged scientific uncertainty. Though
EPA accounted for this uncertainty differently at various times, the agency has repeatedly noted
the existence of and modeled health effects from particulate matter exposure at low levels.370
And, EPA has found adverse health effects below the NAAQS nearly every time the agency has
studied exposure effects below those levels.371
D.   Adjusting Baselines
In addition to asserting that particulate matter reductions below the NAAQS yield no
health benefits, critics of regulations also attack the methods EPA uses to measure these effects.
Specifically, critics claim that EPA has not adjusted the baseline to account for prior regulation
of particulate matter, effectively “double counting” particulate matter benefits.372 This section
addresses those criticisms, showing that, in fact, EPA practice has consistently accounted for
emission reductions resulting from prior regulations in setting its basis of comparison.
A baseline is the status quo that would exist without a new regulation, and it is necessary
to measure the benefits of the regulation. OMB Circular A-4 instructs agencies to “[i]dentify a
baseline” so as to “evaluate properly the benefits and costs of regulations and their
alternatives.”373 Baselines are straightforward in theory but quite complex in practice. For
example, think of a rule that has already been promulgated but is not scheduled to go into effect
immediately and will be rolled out over many years—or consider that the earlier rule may never
be fully implemented if a later administration decides to repeal it. How should EPA measure that
367
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earlier rule? Should the agency include it in the baseline for a new regulation? EPA has
developed standard methods for handling such questions to promote uniformity across
regulations, which are discussed in this section.
Opponents argue that EPA is “double counting;” that is, inflating a regulation’s purported
benefits by failing to account for existing regulations that will achieve the same reduction of the
pollutant. According to one critic, the agency “regularly flouts [a] basic principle of sound
regulation by ignoring the PM2.5 and ozone reductions it has already mandated, and counting
those reductions again as benefits in new rules. The same ton of pollutant thus serves to justify
multiple rules, even though the pollution can only be prevented once.”374 Tellingly, Trump EPA
Administrator Scott Pruitt has expressed a commitment to ensuring that his agency will not
“double count” benefits from existing regulations; he asserts that EPA “shouldn’t take pollutants
that we regulate under our [NAAQS] program and then count that as a benefit when we’re
already achieving that with other regulation and contribute it to . . . the Clean Power Plan costbenefit analysis. And [the Obama Administration] did that because the costs were so
extraordinary.”375
These claims ignore the reality that EPA has maintained clear standards designed to
prevent double counting. EPA’s guidelines on baselines state that it is EPA’s common practice
“to assume full compliance with regulatory requirements”376 which includes newly enacted but
not yet implemented regulations.377 This means that benefits from rules that are fully
promulgated will be counted in the baseline – these benefits are not ignored and then used again
for a later regulation. The agency specifically notes that this general rule allows EPA to focus on
incremental economic effects of the new rule without double counting benefits and costs
captured by analyses performed for earlier rules.378
EPA also explicitly discusses the ways in which it accounts for prior benefits achieved
under the NAAQS. For the Mercury and Air Toxics Standards, EPA notes that its baseline
accounts for “the emissions reductions of SOx, NOx, directly emitted PM, and CO2 . . .
consistent with application of federal rules, state rules and statutes, and other binding,
enforceable commitments in place by December 2010,” 379 as well as “the Cross-State Air
Pollution Rule (CSAPR) as finalized in July 2011.”380 Likewise, in the Clean Power Plan, EPA
states that it included in its baseline all state and federal air regulations either in effect or enacted
and clearly delineated at the time.381
374
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EPA also notes in its Base Case, which documents the agency’s calculations of the
baseline used to measure the benefits and costs of new regulations, that the baseline includes
“NAAQS to the extent that state regulations…contain measures to bring non-attainment areas
into attainment.”382 EPA further notes that “[a]part from these state regulations, individual
permits issued by states in response to NAAQS are captured [to the extent they are reported to
EPA].”383 Thus, EPA includes benefits from NAAQS requirements to the extent they are
implemented by states. Such treatment makes sense in light of the regulatory structure created by
the Clean Air Act. Under the Act, EPA sets the NAAQS, which are a national standard for
allowable air pollution levels. However, the NAAQS are implemented by the states through State
Implementation Plans (SIPs). States have a great deal of discretion in determining how to work
toward achieving the NAAQS. As a result of this structure, when EPA promulgates the NAAQS
and attempts to estimate the costs and benefits of these standards, the agency must make a
number of assumptions about how states will ultimately chose to regulate pollution. The SIPs
provide a much clearer picture of the actual costs and benefits of the NAAQS. Further, it is the
SIPs, and not the NAAQS, which are actually enforceable. EPA used the SIPs as its baseline for
the Mercury and Air Toxics Standards and the Clean Power Plan, which were promulgated to
bring areas into attainment with the NAAQS.
EPA likewise accounts for rules that have the co-benefit of reducing NAAQS pollutants
in its baseline for future NAAQS. Particulate matter is regulated directly under the NAAQS, but
is also affected indirectly by rules like the Mercury and Air Toxics Standards and the Clean
Power Plan that directly target other pollutants. In a subsequent update of the NAAQS standards
for particulate matter, EPA stated that it included the Mercury and Air Toxics Standards in that
baseline as well, noting that “[e]mission reductions achieved under rules that require specific
actions from sources—such as Mercury and Air Toxics Standards—are in the baseline of this
NAAQS analysis, as are emission reductions needed to meet the current NAAQS.”384
The Trump Administration in its draft repeal of the Clean Power Plan also raises the issue
of baselines. However, the agency takes a different approach than other critics of these
regulations. Rather than arguing that EPA’s 2015 Regulatory Impact Analysis for the Clean
Power Plan double counts particulate matter benefits, the proposed rule points out that particulate
matter could be regulated in other ways. This is, of course, the case; particulate matter is
regulated directly under the National Ambient Air Quality Standards. From this fact, the Trump
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EPA presents the following hypothetical: “[H]ad those SO2 and NOx [particulate matter]
reductions been achieved through other means, then they would have been represented in the
baseline for this proposed repeal (as well as for the 2015 Final [Clean Power Plan]), which
would have affected the estimated costs and benefits of controlling CO2 emissions alone.”385 The
agency then presents calculations of the foregone benefits of repealing the Clean Power Plan,
with all of the SO2 and NOX benefits removed.386 The logic seems to be that because these
benefits could be achieved through other regulations, the agency need not calculate the benefits
of reducing the pollution through this regulation; rather, it can just assume the benefits have
already been achieved through another regulation. Of course, such a regulation does not exist.
EPA cannot wish away benefits by pretending we live in a world where the benefits have already
been achieved, and courts tasked with overseeing EPA should not stand idly by while the agency
attempts to do so. Not only does the Trump Administration’s approach deviate from EPA’s
longstanding methodology for determining baselines, but its benefits calculations also depart
from reality.

IV
CONSIDERING CO-BENEFITS
Particulate matter reductions are often co-benefits, or ancillary benefits, from rules
targeting other types of pollution.387 For example, the Mercury and Air Toxics Standards directly
limit mercury emissions from power plants but would likewise have the effect of reducing
particulate matter emissions. Similarly, the Clean Power Plan directly regulates carbon dioxide
emissions from power plants because these well-known greenhouse gases contribute to global
climate change.388 However because the rule requires energy generators to internalize the cost of
emissions, thus raising the cost of polluting, the rule will likely cause a shift in sources of energy
production away from sources that produce large quantities of greenhouses gases, notably coal,
to cleaner forms of energy. This shift will additionally have the effect of reducing particulate
matter because coal-fired power plants are also significant sources of particulate pollution.
Critics of regulations argue that cost-benefit analyses for specific pollutants should not
include co-benefits from reductions in non-targeted pollutants. They contend that only direct and
quantifiable benefits resulting from the reduction of the specific pollutant at issue should be
included in a rule’s calculus. In their view, the consideration of co-benefits extends beyond the
scope of the problems Congress intended to address, and instead is a “sleight of hand” to
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“circumvent the[] statutory limitations on [EPA’s] authority.”389 According to regulation
opponents, “[p]ermitting EPA to use such illusory and statutorily irrelevant co-benefits to justify
the Rule would . . . amount to an unconstitutional delegation of legislative power.”390
This theme arose prominently in Michigan v. EPA, where co-benefits were attacked as a
means of “impermissibly enabl[ing EPA] to expand its authority to conduct additional PM2.5
regulation without following the proper procedures of imposing such restrictions upon the
country.”391 Critics argued that the agency “routinely takes credit for reductions of PM2.5 caused
by rules that address harms from other pollutants” as a “power grab” in order to regulate “outside
the specific [statutory] authority under which they are acting”392 and to obligate “further PM2.5
reductions beyond those required under other Clean Air Act programs.”393 Mercury, the pollutant
directly regulated by the Mercury and Air Toxics Standards, was deemed “a Trojan horse used to
justify regulation under Section 112, when EPA’s real focus was particulate-matter emissions by
power plants, which the agency has targeted across numerous rulemakings in recent years.”394
Because they are not targeted by the section of the statute upon which the rule is based, critics
argue that including co-benefits circumvents the Clean Air Act by additionally reducing
pollutants that are directly regulated by other sections of the Act,395 so as to “indirectly require
further reductions in PM2.5 emissions from power plants that EPA would be unable to require
directly.”396 At oral argument in the Michigan case, Chief Justice John Roberts suggested that
indirect benefits merely served as “an end run” around statutory restrictions.397 Chief Justice
Roberts also noted that he believed it was “good thing if your regulation also benefits in other
ways. But when it’s such a disproportion, you begin to wonder whether it’s an illegitimate way
of avoiding the different—quite different limitations on EPA that apply in the criteria
program.”398

389

Brief for the Cato Institute as Amicus Curiae in Support of Petitioners at 4, Michigan v. EPA, 135 S. Ct. 2699
(2015) (No. 14-46), 2015 WL 412058.
390
Brief of 166 State and Local Business Associations as Amici Curiae in Support of Petitioners at 26, West
Virginia v. EPA, Nos. 15-1363 et al. (D.C. Cir. filed Feb. 23, 2016).
391
Motion For Leave To File Amicus Curiae Brief And Brief Of The Chamber Of Commerce Of The United States
Of America As Amicus Curiae In Support Of Petitioners at 25, Michigan v. EPA, 135 S. Ct. 2699 (2015) (Nos. 1446, 14-47, 14-49), 2014 WL 4075971.
392
Id. at 15.
393
Id. at 23.
394
Brief for the Cato Institute as Amicus Curiae in Support of Petitioners at 22, Michigan v. EPA, 135 S. Ct. 2699
(2015) (No. 14-46), 2015 WL 412058.
395
See Opening Brief of State and Industry Petitioners at 47, Murray Energy Corp. v. EPA, No. 16-1127 (D.C. Cir.
filed Nov. 18, 2016).
396
Brief of the Chamber of Commerce of the United States of America, the National Association of Manufacturers,
the National Federation of Independent Business, and the National Association of Home Builders as Amici Curiae in
Support of Petitioners at 16, Michigan v. EPA, 135 S. Ct. 2699 (2015) (Nos. 14-46, 14-47, 14-49), 2015 WL
428995.
397
See Opening Brief of State and Industry Petitioners at 47, Murray Energy Corp. v. EPA, No. 16-1127 (D.C. Cir.
filed Nov. 18, 2016). (“At oral argument in Michigan, Chief Justice Roberts described relying on co-benefits as ‘an
end run’ around § 109’s restrictions” and as an issue that “raises the red flag.”) (internal citations omitted).
398
Clean Power Plan Proposed Repeal, supra note 8, at 48,044 (quoting Chief Justice Roberts at oral argument in
Michigan v. EPA).

49

Opponents contend that even if a rule yields co-benefits, those effects are essentially
“irrelevant”399 or mere “regulatory externalities”400 that should play no part in a cost-benefit
analysis. Critics of co-benefits have called their use a “well-worn accounting trick”401 and “a
controversial and legally dubious accounting method.”402 Petitioners in Michigan v. EPA argued
that “ancillary co-benefits from lower PM2.5 emissions are not relevant benefits for the purpose
of deciding whether it is appropriate to regulate HAP emissions from electric utilities. Congress
required EPA to determine whether reducing emissions of hazardous air pollutants (not PM2.5) is
‘appropriate.’”403 Put differently, “[e]ven if Congress intended that EPA may consider
cobenefits—a concept found nowhere in the statute—in setting technology-based standards,
Congress certainly did not dictate that the purported cobenefits may force regulation of HAPs
under Section 112(n)(1)(A) where the reductions of the HAPs themselves provide no relative
benefits in comparison to the substantial costs of regulation.”404 Others have called co-benefits
“inflated”405 and “unlawful[,] . . . obscur[ing] the impact of the rule on the targeted pollutant
(CO2) and creates deliberate confusion regarding the Rule’s costs and benefits.”406
In the case of the Clean Power Plan, critics argue that “[w]ithout the artificial
consideration of these purported co-benefits, the Rule’s benefits would be seen for what they are:
vastly exceeded by its costs.”407 The Trump EPA echoed this claim when, in announcing the
repeal of the Clean Power Plan, it decried co-benefits as “essentially hid[ing]” the plan’s true
cost.408 The Trump Administration EPA also described the Obama Administration’s inclusion of
co-benefits in the Plan as an area of “controversy and/or uncertainty,”409 suggesting that the
incorporation of these benefits is outside common EPA practice.
The arguments against considering co-benefits ring hollow, however, when looked at in
context. EPA has consistently and over multiple presidential administrations considered both co399
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benefits and their mirror image, indirect costs, in evaluating the consequences of regulation.
Removing co-benefits would mean systematically considering a narrower range of benefits than
costs, because it would leave intact EPA’s current practice of measuring indirect costs while
ignoring co-benefits.410 Were this not the case, critics would potentially have a valid point. Were
it true that EPA only considers indirect effects that are benefits, then EPA arguably would be
inflating benefits, as critics accuse.411 However, because EPA does consider both indirect costs
and benefits, what critics really want is to put a thumb on the scale against regulation by forcing
EPA to ignore some indirect effects while embracing others. This Part examines the wellestablished use of co-benefits in cost-benefit analyses by presidential administrations, EPA, and
the courts, as well as their endorsement in the academic literature.
A.   Co-Benefits and Indirect Costs
The question of how to measure indirect costs and benefits arises in the context of costbenefit analyses. Federal agencies have been required to perform these analyses since 1981,
when President Reagan issued Executive Order 12,291.412 Previous presidents had required some
assessment of the impacts of proposed regulatory actions, but the Reagan Administration was the
first to formalize this requirement.413 EPA’s early cost–benefit analyses focused only on the
direct costs and benefits of regulations. However, substantial academic, administrative, and
judicial attention turned to the consideration of countervailing risks in the 1990s with the
publication of Risk Versus Risk by John D. Graham and Jonathan Baert Wiener.414 The book
outlined the leading framework for considering indirect costs, also known as countervailing
risks: risk-risk analysis. The guiding principal of risk-risk analysis, as conceived by Graham and
Wiener, is that regulations intended to minimize or eliminate certain health or environmental
risks can have the perverse effect of promoting other risks, and thus a more comprehensive and
accurate accounting of regulatory effects would consider these countervailing risks.415
Risk-risk analysis picked up traction among academics specializing in administrative law.
410
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In addition to Graham and Wiener, Professor Cass Sunstein, a prominent administrative law
scholar and the head of the Office of Information and Regulatory Affairs (OIRA) under President
Obama, advocated at that time for broad application of risk-risk analysis.416 W. Kip Viscusi, an
administrative law scholar and leading proponent of cost-benefit analysis, also endorsed risk
tradeoff analysis in the regulatory process.417
Judges at this time began to embrace risk-risk analysis as well. Justice Breyer, concurring
in American Trucking,418 agreed with the Court’s unanimous ruling that the Clean Air Act
prohibits the consideration of costs in setting the NAAQS but wrote separately to argue that the
statute does permit “the Administrator to take account of comparative health risks.”419 Judge
Stephen Williams of the D.C. Circuit was also a notable proponent of risk-risk analysis. For
example, in a concurrence in International Union, UAW v. OSHA,420 Judge Williams used riskrisk analysis to challenge what he viewed as the “casual assumption that more stringent
regulation will always save lives.”421 He argued that the health-wealth connection422 required
consideration of negative economic effects of regulation and their purported effect on health:
“More regulation means some combination of reduced value of firms, higher product prices,
fewer jobs in the regulated industry, and lower cash wages. All the latter three stretch workers'
budgets tighter. . . . And larger incomes enable people to lead safer lives.”423
The growing focus on examining the broader range of regulatory effects ultimately led to
Office of Management and Budget (OMB) Circular A-4, which was promulgated when John
Graham served as Administrator of OIRA within OMB.424 OIRA is responsible for overseeing
regulatory efforts of administrative agencies and has the power to issue guidance which they
must follow. Circular A-4 guides federal agencies in the cost-benefit regulatory analyses
required under Executive Order 12,866,425 “standardizing the way benefits and costs of Federal
regulatory actions are measured and reported.”426 As part of this standardization, Circular A-4
explicitly requires the consideration of countervailing risks, enshrining the analysis of the type of
risks Graham and Weiner identified. However, Circular A-4 goes a step further by likewise
requiring consideration of ancillary benefits. The Circular instructs agencies to “look beyond
direct benefits and direct costs . . .” and “consider any important ancillary benefits and
416
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countervailing risks.”427 Further, it states that “[t]he same standards of information and analysis
quality that apply to direct benefits and costs should be applied to ancillary benefits and
countervailing risks.”428
B.   EPA’s Practice
EPA has long acknowledged the relevance of co-benefits, and specifically has done so for
regulations promulgated under the Clean Air Act. First, EPA’s current guidelines for cost-benefit
analyses, which were adopted in 2010 after extensive peer review, instruct the agency to assess
“all identifiable costs and benefits,”429 and state that an economic analysis of regulations should
include both “directly intended effects . . . as well as ancillary (or co-)benefits and costs.”430 The
aim of these analyses is to “inform decision making” and allow meaningful comparisons
between policy alternatives.431
These guidelines build on principles applied in previous administrations. For example,
the Bush EPA used similar language in its 2008 draft “Guidelines for Preparing Economic
Analyses,” declaring that “[a]n economic analysis of regulatory or policy options should present
all identifiable costs and benefits that are incremental to the regulation or policy under
consideration. These should include directly intended effects and associated costs, as well as
ancillary (or co-) benefits and costs.”432 The proposed Bush guidelines also stated that “[f]or a
regulation that is expected to have substantial indirect effects beyond the regulated sector, it is
important to choose a model that can capture those effects.”433
Likewise, the Clinton EPA’s guidelines for conducting cost-benefit analyses endorsed the
importance of considering indirect costs and benefits.434 Issued in 2000, the Clinton guidelines
included indirect costs as a component of its calculations for health and social costs.435
Emphasizing that “[a] complete benefits analysis is also useful because it makes explicit the
assumptions about the value of benefits embedded in different policy choices,”436 the guidelines
determined that indirect benefits are cognizable, focusing on indirect ecological benefits.437
Moreover, the guidelines noted that “immediately following a net benefit calculation, there
should be a presentation and evaluation of all benefits and costs that can only be quantified but
not valued, as well as all benefits and costs that can be only qualitatively described.”438 The
427
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implication is that, even for effects that cannot be monetized, informed decisionmaking requires
consideration of all benefits and costs, not just direct ones. In short, all three iterations of
guidelines authored by EPA—the 2000 guidelines, the 2008 draft guidelines, and the 2010
guidelines—called for the use of co-benefits in cost-benefit analyses.
EPA’s cost-benefit analyses for clean air rules have also long included co-benefits.439
EPA began acknowledging these benefits in Clear Air Act rules all the way back in the 1980s. In
1985, EPA under President Ronald Reagan conducted an extensive analysis of co-benefits from
reductions of non-target pollutants in its landmark 1985 regulation reducing lead in gasoline,
including an analysis of benefits from reductions in ozone, nitrogen oxides, and hydrocarbons.440
As part of this analysis, EPA found monetized co-benefits from reducing hydrocarbons, nitrous
oxide, and carbon monoxide, benzene, and other non-targeted pollutants to be worth an estimated
$222 million over just a one year period.441 The Reagan-era EPA in also proposed to develop
New Source Performance Standards for municipal waste combustors. As part of this proposal,
EPA discussed the importance of considering indirect benefits from its regulation of toxic
emissions from municipal waste combustors.442 EPA explained that it would include “indirect
benefits accruing from concomitant reductions in other regulated pollutants.”443
Under President George H.W. Bush, EPA in 1991 justified performance standards in a
proposed rule for landfill gases in part on “the ancillary benefit of reducing global loadings of
methane.”444 Further, EPA examined countervailing climate change risks. The agency noted that
carbon dioxide emissions under the proposed standard would increase, but justified regulation in
part because of the climate change benefits from methane emission reductions.445 EPA took into
consideration both the ancillary benefits of methane reductions in reducing greenhouse gas
pollution as well as the countervailing risk of increasing carbon dioxide emissions. EPA’s
judgment on how to regulate was guided by the full scope of effects.
EPA under President Bill Clinton in a 1998 rule establishing standards for hazardous air
pollutant emissions from pulp and paper producers analyzed indirect effects, both co-benefits
from reductions in emissions, and indirect costs from increases in emissions, for NAAQS criteria
pollutants.446 Though hazardous air pollutants (HAPs) were directly targeted by the rule, EPA
439

The Senate Report accompanying the 1990 Clean Air Act amendments indicated that EPA could take co-benefits
into account when setting standards for hazardous air pollutants. It states that “[w]hen establishing technology-based
standards under this subsection, the Administrator may consider the benefits which result from the control of air
pollutants that are not listed but the emissions of which are, nevertheless, reduced by control technologies or
practices necessary to meet the prescribed limitation.” S. Rep. No 101-228, at 172 (1989).
440
See Environmental Protection Agency, Regulatory Impact Analysis of the National Ambient Air Quality
Standards for Carbon Monoxide, EPA-450/5-85-007, at VI-1 to VI-74 (July 1985),
http://nepis.epa.gov/Exe/ZyPURL.cgi?Dockey=2000NK80.TXT.
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See id. at E-8.
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See Assessment of Municipal Waste Combustor Emissions Under the Clean Air Act, 52 Fed. Reg. 25,399, 25,406
(July 7, 1987) (codified at 40 C.F.R. pt. 60).
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Id.
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See id. at 24,472.
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nonetheless analyzed the effects of its regulation on other air pollutants, including the criteria
pollutants.447 For the “Best Available Technology” standards which govern existing plants,448
EPA estimated small increases in emissions of carbon monoxide, nitrogen oxides, and sulfur
dioxides from the rule, but a significant decrease in particulate matter.449 For the New Source
Performance Standards which govern new sources of emissions, EPA concluded that in addition
to decreasing HAPs, the rule would also decrease many criteria pollutant emissions including
particulate matter.450 Rather than ignoring some or all of these effects because they did not derive
from the target pollutants, EPA estimated these effects and analyzed them as part of its rulemaking process.
In 2005, EPA under George W. Bush noted that its Clean Air Interstate Rule, which
targeted particulate matter and ozone emissions, would also reduce mercury emissions,451 and
included the benefits from mercury reductions in its cost-benefit analysis for the rule.452 The
Bush EPA also discussed co-benefits as part of a regulation governing hazardous air pollutants
from mobile sources (primarily cars).453 The agency noted that though the rule dealt with control
of air toxics and not criteria pollutants including particulate matter and ozone, “this co-benefit . .
. is significant.”454 EPA calculated that the standards would reduce exhaust emissions of direct
particulate matter by over 19,000 tons in 2030 nationwide.455 The agency also analyzed the
effects of the rule on ozone emissions, concluding that overall ozone emissions reductions would
be small, but some areas would have “non-negligible improvements in projected 8-hour ozone . .
. .”456 EPA further noted that it viewed “those improvements as useful in meeting the 8-hour
ozone NAAQS.”457
EPA has consistently examined a full range of effects from regulations. Rather than
arbitrarily ignoring certain effects because they are ancillary or indirect, EPA discusses and
analyzes indirect costs and co-benefits. The agency has done so through multiple presidential
administrations of different parties, and in a wide range of clean air regulations. Indeed, Chris
DeMuth and Judge Douglas Ginsburg, both Administrators of OIRA under President Reagan,
summarize EPA’s consideration of ancillary benefits this way: “EPA and other agencies
frequently include ancillary benefits in their benefits estimates.”458 They also note that “OIRA
Paperboard Category, 63 Fed. Reg. 18,504, 18,504, 18,576 (Apr. 15, 1998) (codified at 40 C.F.R. pts. 63, 261, and
430).
447
See id. at 18,576.
448
See id. at 18,508.
449
See id. at 18,576.
450
See id. at 18,579.
451
See Rule To Reduce Interstate Transport of Fine Particulate Matter and Ozone (Clean Air Interstate Rule);
Revisions to Acid Rain Program; Revisions to the NOX SIP Call, 70 Fed. Reg. 25,162, 25,170 (May 12, 2005)
(codified at 40 C.F.R. pts. 51, 72, 73, 74, 77, 78 and 96).
452
See id. at 25,312.
453
See Control of Hazardous Air Pollutants From Mobile Sources, 72 Fed. Reg. 8,428, 8,430, 8,461 (Feb. 26, 2007)
(codified at 40 C.F.R. pts. 59, 80, 85, and 86).
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itself recommends that agencies account for ancillary benefits as well as countervailing risks.”459
Similarly, high-profile Obama-era EPA regulations like the Mercury and Air Toxics Standards
and the Clean Power Plan reflect the requirement of OMB Circular A-4 that the agency consider
co-benefits, and the requirement of EPA’s own guidelines to consider “all identifiable costs and
benefits.”460 The inclusion of co-benefits in these regulations is well in line with the longstanding
practice of EPA to include co-benefits and countervailing risks in its assessment of clean air
regulations.
C.   Judicial Recognition
Courts are often asked to review the adequacy of an agency’s cost-benefit analysis, and in
this context they have addressed the issue of indirect benefits and costs.461 Reviewing courts
have frequently required agencies to include ancillary impacts. This section first discusses
judicial decisions requiring the consideration of indirect risks, and then turns to the nascent case
law on co-benefits.
In 1991, the Fifth Circuit rejected EPA’s attempt to ban asbestos-based brakes under the
Toxic Substances Control Act.462 A central part of the court’s holding was its finding that EPA
needed to consider the indirect safety effects of other potential, non-asbestos options for car
breaks.463 The court determined that under the Toxic Substances Control Act, “EPA was required
to consider both alternatives to a ban and the costs of any proposed actions and to ‘carry out [the
Act] in a reasonable and prudent manner [after considering] the environmental, economic, and
social impact of any action.’”464 The court noted with disapproval that the agency had not
evaluated the harm from increased use of substitute products.465 Because EPA did not account
for “the dangers posed by the substitutes, including cancer deaths from the other fibers used and
highway deaths occasioned by less effective, non-asbestos brakes,” 466 the agency’s “failure to
examine the likely consequence of the the regulation render[ed] the ban of asbestos friction
products unreasonable.”467 In short, EPA’s cost-benefit analysis did not, in the court’s view,
adequately address indirect costs and was therefore unsupported by substantial evidence as
required under the statute.468
A year later the D.C. Circuit again struck down a regulation, this time promulgated by the
National Highway Traffic Safety Administration (NHTSA), for failing to consider indirect
costs.469 NHTSA had attempted to increase fuel efficiency standards for cars.470 The agency
failed to consider the potential increased safety risks because smaller, more fuel efficient cars
459
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might be less protective in a crash.471 The court admonished the agency and required NHTSA to
“reconsider the matter and provide a genuine explanation for whatever choice it ultimately
makes.”472 Without calculating these indirect costs, the court found that the agency had not met
the requirement of reasoned decisionmaking.473
Other circuit court decisions have likewise addressed the issue of indirect costs and have
rejected cost-benefit analyses that lacked an estimate of these effects. In 1993, the Seventh
Circuit partially vacated an OSHA regulation putting standards in place to limit the transmission
of communicable diseases.474 The agency failed to consider the indirect health effects that might
result if the rule increased health care costs and thus limited access to care.475 OSHA’s
“consideration of the indirect costs of the rule is thus incomplete.”476 Similarly, the D.C. Circuit
also rebuffed an EPA regulation revising the NAAQS standards for ozone and particulate matter
in 1999 because in the court’s view, the agency failed to consider the potential health detriments
from lowering pollution.477 Specifically, EPA failed to consider whether “ground-level
(tropospheric) ozone—the subject of th[e] rule—has [an ultraviolet radiation]-screening function
independent of the ozone higher in the atmosphere”478 with indirect health benefits, such as
reducing incidences of cataracts and skin cancers.479 The court asserted that by ignoring these
consequences, EPA looked only at “half of a substance’s health effects”;480 as a result, the
agency’s interpretation of Title VI of the Clean Air Act481 failed under the reasonableness
standard laid out in Chevron U.S.A. Inc. v. NRDC.482 In 2002, the D.C. Circuit also overturned
two Federal Communications Commission rules for the agency’s failure to consider the rules’
indirect costs483 in contravention of the language and objectives of the Telecommunication
471
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Act.484
The D.C. Circuit has also addressed the “mirror image” of indirect costs: co-benefits.485
In 2016, the court’s decision in Sugar Corp v. EPA486 upheld EPA’s consideration of co-benefits
in regulating the effects of reducing hazardous air pollutants from boilers, process heaters, and
incinerators.487 Specifically, EPA decided not to adopt more lenient hydrogen chloride emission
standards, reasoning that it could weigh additional factors such as the “cumulative adverse health
effects due to concurrent exposure to other [hazardous air pollutants] or emissions from other
nearby sources” and the “potential impacts of increased emissions on ecosystems.” Industry
challengers argued that EPA’s consideration of these co-benefits in its decision to maintain the
more stringent emissions standard rendered the agency’s decision arbitrary and capricious under
the Administrative Procedure Act.488 EPA asserted that “its consideration of these co-benefits
was not a regulation of other pollutants; rather, it was simply choosing not to ignore the purpose
of the [Clean Air Act]—to reduce the negative health and environmental effects of HAP
emissions—when exercising its discretionary authority under the Act.”489 The D.C. Circuit held
that EPA acted within its legal authority when it considered not only the direct benefits of
reducing hydrogen chloride, but also the co-benefits from that reduction—namely, indirect
reductions of other hazardous air pollutants.490 The court agreed that the use of co-benefits
conforms with the Clean Air Act’s purpose, finding that “EPA was free to consider potential cobenefits that might be achieved” from enforcing the more stringent standard.491
Courts that have examined cost-benefit analyses have acknowledged the logic of
examining the indirect effects of regulations and using this information to guide the rule-making
process. While more cases deal with indirect costs, modern cases address indirect benefits as
well, and no court has said there is any reason to treat them differently. Courts are correct to do
so; these terms are merely descriptors that helpfully depict whether effects are positive or
negative and they provide no justification for focusing on some effects while ignoring others.492
Further, as Ginsburg and DeMuth note, “[t]here appear to be no legal, political, or intellectual . . .
impediments to treating ancillary benefits and countervailing risks equally in cost-benefit
analysis and regulatory design.”493 It would therefore be incoherent to consider the negative
indirect effects of regulations without also considering the positive indirect effects.
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CONCLUSION
Considering co-benefits from reductions in particulate matter and other criteria pollutants
below the NAAQS is clearly supported by science and long-standing EPA precedent. It is also
necessary in order to give the public an accurate understanding of the effects of regulation and
deregulation. Critics of regulation seek to paint benefits below the NAAQS as illusory, and
suggest their inclusion in rules targeting other pollutants is overreach by an overzealous
regulator. In this Article, we have shown that this narrative rings hollow. EPA through multiple
presidential administrations has calculated benefits from criteria pollutant reductions below the
NAAQS, following established science. With regard to particulate matter reductions, which
account for the bulk of criteria pollutant benefits in the Mercury and Air Toxics Standards and
Clean Power Plan, and would likely be substantial for any regulation of greenhouse gases, the
health and premature mortality reduction benefits are exceptionally well documented. EPA has
acknowledged the lack of evidence of a particulate matter threshold for more than thirty years,
and has calculated benefits from reductions below particulate matter NAAQS levels for two
decades. The science on these benefits clearly indicates that no threshold can be identified, and
shows that reducing this pollution at levels well below the current NAAQS will yield dramatic
health benefits.
The Trump Administration has embraced these anti-regulatory stances in its efforts to
repeal the Clean Power Plan. The Administration, and other regulation opponents, suggest that
theirs a logical way to account for effects, arguing that including these benefits artificially
inflates the positive effects of regulating. But what they advocate is a dishonest attempt to
obscure the actual effects of regulations from the public.
Ideological differences about the appropriate role for government to play in the control of
pollution are a natural part of democratic debate. But public participation is a key attribute of a
vibrant democracy, and such participation is meaningful only if the public is given accurate
information about the effects of different proposals. Hiding these substantial benefits obscures
the real-world effects of deregulation. We encourage policy makers and the courts that oversee
them to embrace sound science and economics, and to require transparent and accurate
accounting of the benefits of air pollution regulations.
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INTRODUCTION

In May 2008, we published Retaking Rationality: How
Cost–Benefit Analysis Can Better Protect the Environment and Our
Health. In that book, we argued that cost–benefit analysis as a tool
1
of government decisionmaking was “here to stay” and that, to be
successful in promoting stronger environmental and public-health
regulation, advocacy groups should focus on “mend[ing], not
2
end[ing]” cost–benefit analysis. By learning how to use cost–benefit
analysis to advance their agendas, protection-oriented groups
(such as environmentalists, labor unions, and consumer
groups) could help correct historical biases and bad practices
that have crept into the methodology of cost–benefit analysis.
We argued for a new approach that was neither antiregulatory
nor anti-cost–benefit analysis, but rather embraced both strong
government protections and cost–benefit analysis as a tool to
provide solid foundations for government choices.
Since we began working on Retaking Rationality, much has
changed in the American political landscape. When we began
drafting the book, then-Senator Barack Obama was little known
outside of his home state of Illinois and the small cadre of party
loyalists who were inspired by his opening address at the
Democratic National Convention in 2004. Sarah Palin had just
been elected governor of the fifth least populated state after
making a name for herself locally on Alaska’s Oil and Gas
Conservation Commission. At the start of May 2008, the month
that Retaking Rationality was published, shares of Lehman
Brothers were trading at over $45.3 At that time, the Deepwater
Horizon was more than a year away from drilling what would

1. RICHARD L. REVESZ & MICHAEL A. LIVERMORE, RETAKING RATIONALITY: HOW
COST–BENEFIT ANALYSIS CAN BETTER PROTECT THE ENVIRONMENT AND OUR HEALTH 12
(2008).
2. Id. at 10.
3. Lehman Brothers (LEHMQ) Historical Stock Prices, NASDAQ, http://www.nasdaq.com/
aspx/historical_quotes.aspx?symbol=LEHMQ&symbol=LEH&selected=LEHMQ
(last
visited Jan. 6, 2011).
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become the deepest oil well in history at a vertical depth of over
35,000 feet.4
Given these political shifts, it is worth asking whether the
5
arguments in Retaking Rationality are still valid. This question
is especially pertinent to us because the book is not a project that
we have put down in the intervening years. Indeed, shortly after
the publication of Retaking Rationality, we founded the Institute
for Policy Integrity (“Policy Integrity”) at New York University
School of Law to promote and test some of the ideas we discussed
in the book.6 At Policy Integrity, we work closely with
nongovernmental organizations to help them use cost–benefit
analysis in their advocacy and we also participate directly in the
regulatory process with the goal of promoting balanced economic
analysis of administrative decisions. Reflecting on Retaking
Rationality is also an opportunity to evaluate Policy Integrity, its
successes, and continued challenges.
This paper proceeds in four additional parts. Part II provides
a brief overview of the central arguments introduced in Retaking
Rationality. Part III argues that cost–benefit analysis has been
heartily embraced by the Obama Administration, indicating that,
whatever one thinks of it, cost–benefit analysis is even more
likely here to stay than when Retaking Rationality was published.
Part IV discusses the relationship of protection-oriented interest
groups to cost–benefit analysis over the last two years: what has
changed; what has stayed the same since the publication of
Retaking Rationality. Part V provides a brief reply to comments
offered by Professors Douglas Kysar and Alexander Volokh in
this volume.
II. THE RETAKING RATIONALITY ARGUMENT
As U.S. regulatory agencies were granted new and expansive
powers over large portions of the economy through regulation of
widespread environmental, public-health, and workplace risks,
there were increasing efforts to exert centralized executive
4. Deepwater Horizon Drills World’s Deepest Oil & Gas Well, TRANSOCEAN (Sept.
25, 2008, 9:11 AM), http://www.deepwater.com/fw/main/IDeepwater-Horizon-i-DrillsWorlds-Deepest-Oil-and-Gas-Well-419C151.html.
5. The book has received attention in both public-policy circles and more academic
forums. E.g., Christopher C. DeMuth & Douglas H. Ginsburg, Rationalism in Regulation,
108 MICH. L. REV. 877 (2010) (book review); Daniel A. Farber, Rethinking the Role of
Cost–Benefit Analysis, 76 U. CHI. L. REV. 1355, 1356 (2009) (book review); Jonathan H.
Adler, Kinder, Gentler Cost–Benefit Analysis, REGULATION, Winter 2009–2010, at 52 (book
review); Patricia Ross McCubbin, Book Review, 29 J. LEGAL MED. 553 (2008).
6. About Us, INST. FOR POL’Y INTEGRITY, http://policyintegrity.org/about/ (last
visited Jan. 6, 2011).
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control over administrative decisionmaking. President Richard
Nixon initiated a requirement of interagency comment for certain
types of rules7 and President Gerald Ford created the Council on
Wage and Price Stability, which increased central control over
agency rulemaking.8 President Jimmy Carter went even further
with Executive Order 12,044, which required the newly-created
Regulatory Analysis Review Group to perform an economic
analysis for any regulation with a likely impact of more than
$100 million.9 But it was President Ronald Reagan’s Executive
Order 12,291 that placed centralized review and cost–benefit
analysis at the heart of regulatory decisionmaking.10
The Reagan executive order created what has become the
persistent architecture of regulatory review at the federal level.
Utilizing the newly created Office of Information and Regulatory
Affairs (OIRA) in the Office of Management and Budget (OMB),
Executive Order 12,291 required agencies to conduct cost–benefit
analysis of proposed rules, adopt only those rules with net
11
benefits, and submit their analyses to OIRA for review. If OIRA
found that a rule was not sufficiently justified, the rule could be
sent back to the agency for further analysis.12
This executive order was issued very shortly after Reagan
took office, when a troubled economy was characterized by
inflation, unemployment, and oil shocks.13 The 1980 election
focused heavily on these economic issues and regulatory reform
was included as an important plank in both of the major party
14
platforms.
The Republican Party, in particular, focused on regulation as
a key cause of economic difficulty, declaring a “war on

7. REVESZ & LIVERMORE, supra note 1, at 24.
8. Curtis W. Copeland, The Role of the Office of Information and Regulatory Affairs
in Federal Rulemaking, 33 FORDHAM URB. L.J. 1257, 1264 (2006).
9. Exec. Order No. 12,044, 3 C.F.R. 152, 154 (1978), reprinted in 5 U.S.C. § 553 app. at
70–72 (Supp. II 1979).
10. Exec. Order No. 12,291, 3 C.F.R. 127 (1981), reprinted in 5 U.S.C. § 601 app. at
473–76 (1988).
11. Copeland, supra note 8, at 1261–62.
12. Exec. Order No. 12,291, 3 C.F.R. 127, 131 (1981), reprinted in 5 U.S.C. § 601 (1988).
13. MARK E. RUSHEFSKY, PUBLIC POLICY IN THE UNITED STATES 154–55 (4th ed.
2008).
14. Compare
Democratic
Party
Platform
of
1980,
available
at
http://www.presidency.ucsb.edu/ws/index.php?pid=29607 (last visited Dec. 19, 2010)
(advocating deregulation as a way to reform costly and anticompetitive federal
regulations in the section on “Regulatory Reform”), with Republican Party Platform of
1980, available at http://www.presidency.ucsb.edu/ws/index.php?pid=25844 (last visited
Dec. 21, 2010) (pledging to decrease government overregulation in the section on
“Fairness to the Employer”).
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government overregulation.”15 In a colloquy on regulation during
the second presidential debate, which commentators have flagged
as the key turning point in the race,16 President Reagan
summarized his position:
I am suggesting that there are literally thousands of
unnecessary regulations that invade every facet of business,
and indeed, very much of our personal lives, that are
unnecessary; that Government can do without; that have
added $130 billion to the cost of production in this country;
and that are contributing their part to inflation. And I
17
would like to see us a little more free, as we once were.
Discussing his opposition to proposed national air quality
regulations while he was California Governor, Reagan provided
the following characterization of the Environmental Protection
Agency’s (EPA) action:
[T]he Federal Government tried to impose on the State of
California—not a law, but regulations—that would have
made it impossible to drive an automobile within the city
limits of any California city, or to have a place to put it if
you did drive it against their regulations. It would have
18
destroyed the economy of California . . . .
President Carter provided the counterargument: “We cannot cast
aside these regulations” that “protect the purity of our air and
the quality our water and our land.”19 One week later, Reagan
20
won the presidency in a landslide election. Immediately upon
taking office, he went on to “assert[ ] vigorous centralized
control over the regulatory process” through regulatory review
21
and cost–benefit analysis. Protection-oriented interest groups
like environmental organizations and labor unions had cause to
be concerned.
The criticism began almost immediately following Executive
Order 12,291 amid fears of regulatory delays and a deregulatory

15. Republican Party Platform of 1980, supra note 14 (section on “Fairness to the
Employer”).
16. See, e.g., David J. Lanoue, One that Made a Difference: Cognitive Consistency,
Political Knowledge, and the 1980 Presidential Debate, 56 PUB. OPINION Q. 168, 181 (1992).
17. October 28, 1980 Debate Transcript, COMMISSION ON PRESIDENTIAL DEBATES,
http://www.debates.org/index.php?page=October-28-1980-debate-transcript (last visited
Dec. 19, 2010).
18. Id.
19. Id.
20. Hedrick Smith, President Concedes: Republican Gains Victories in All Areas and
Vows to Act on Economy, N.Y. TIMES, Nov. 5, 1980, at A1.
21. Richard H. Pildes & Cass R. Sunstein, Reinventing the Regulatory State, 62 U.
CHI. L. REV. 1, 3 (1995).
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bent.22 Protection-oriented groups initiated a long-term trend of
criticizing cost–benefit analysis in starkly moral terms,
condemning any methodology that “prices out human life.”23 This
basic political dynamic, which was present at the founding
moment of aggressive cost–benefit analysis-based regulatory
review,24 informed the development of cost–benefit analysis in the
United States for at least three decades and continues to exert
considerable pull today.25
An important inflection point came during the presidency
of Bill Clinton. After twelve years of Republican
administration, many protection-oriented groups saw Clinton’s
presidency as an opportunity for a radical departure on
26
regulatory issues. Many commentators believed he would
issue a new executive order, one that abandoned both the
executive-review process and potentially even cost–benefit
analysis altogether.27
This scenario did not come to pass. Instead, President
Clinton issued Executive Order 12,866, which replaced and
updated Executive Order 12,291 but maintained the same
28
architecture of cost–benefit analysis-based regulatory review.
Several important reforms were also made, including adding
transparency requirements, clarifying the importance of
unquantified costs and benefits, and creating a place for

22. Alan Morrison, then of Public Citizen, provided a nice summation of some of the
central concerns of the time. Alan B. Morrison, OMB Interference with Agency Rulemaking:
The Wrong Way to Write a Regulation, 99 HARV. L. REV. 1059, 1064–65 (1986).
23. REVESZ & LIVERMORE, supra note 1, at 26 (quoting Saul Miller, spokesman for
the AFL-CIO).
24. Id.
25. See, e.g., Binyamin Appelbaum, As U.S. Agencies Put More Value on a Life,
Businesses Fret, N.Y. TIMES (Feb. 26, 2011), http://www.nytimes.com/2011/02/17/business/
economy/17regulation.html (quoting Robert Weissman, President of Public Citizen, in
expressing view that cost–benefit analysis “really is a constraint in terms of bounding
what is given serious consideration”).
26. See James A. Dunn, Jr., Policy-Level Partnerships and Project-Based
Partnerships, in PUBLIC–PRIVATE POLICY PARTNERSHIPS 77, 81–82 (Pauline Vaillancourt
Rosenau ed., 2000) (stating that many saw the Clinton era as an opportunity to tighten
environmental regulations); Pildes & Sunstein, supra note 21, at 6–7 (“[M]any observers
were extremely curious to see how President Clinton would reform the Reagan
initiatives.”).
27. Cf. Pildes & Sunstein, supra note 21, at 6–7 (stating that President Clinton’s
first step was “surprising” because it maintained the basic process instituted by Reagan).
28. See generally Exec. Order No. 12,866, 3 C.F.R. 638 (1993), reprinted in 5 U.S.C.
§ 601 app. at 557–61 (1994) (still utilizing cost–benefit analysis and delegating OMB and
OIRA responsibility for regulatory review). For a now-classic analysis of some of the
long-term dynamics that shaped Clinton’s approach to centralizing executive authority,
see Elena Kagan, Presidential Administration, 114 HARV. L. REV. 2245, 2281–319 (2001)
(analyzing the role of administrative agencies during the Clinton Administration).
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distributional analysis.29 But these changes largely represented a
continuity of approach, rather than a break from the past.
Perhaps unsurprisingly then, environmentalists and other
protection-oriented interest groups maintained a hostile
relationship to cost–benefit analysis and regulatory review
during the Clinton Administration. They failed to participate in
key forums where cost–benefit analysis methodology was
30
determined. Sally Katzen, OIRA Administrator for much of
Clinton’s presidency, has characterized the attitude of these
groups at the time as “[w]e don’t like cost–benefit analysis, full
stop.”31
With the presidency of George W. Bush, the bipartisan
presidential consensus in favor of cost–benefit analysis
continued. The Clinton executive order stood relatively
unchanged with only two minor reforms introduced during the
Bush Administration.32 OIRA also produced guidance for agencies
on conducting cost–benefit analysis, termed the A-4 Circular,
which expanded on the requirements of the executive order while
codifying and clarifying the long-standing practices of OIRA
33
when reviewing agency analyses.
At the same time that this bipartisan consensus was
crystallizing, cost–benefit analysis and regulatory review
remained anathema among much of the advocacy community.
Nomination and confirmation fights over President Bush’s
appointees to head OIRA provide illustrative examples. When
President Bush moved to appoint John Graham, pro-regulatory
34
groups fought vehemently against the appointment, questioned
Graham’s academic credentials, criticized his ties with regulated
industries,35 and worked with several Democratic Senators to

29. See generally Exec. Order No. 12,866, 3 C.F.R. 638 (1993), reprinted in 5 U.S.C.
§ 601 app. at 557–61 (1994).
30. REVESZ & LIVERMORE, supra note 1, at 32–36.
31. Id. at 32.
32.
See infra text accompanying notes 77–78.
33. OFFICE OF MGMT. & BUDGET, EXEC. OFFICE OF THE PRESIDENT, CIRCULAR A-4
(2003), available at http://www.whitehouse.gov/omb/circulars_a004_a-4/.
34. Opponents of Graham’s nomination included the AFL-CIO, Natural Resources
Defense Council, U.S. PIRG, and OMB Watch, among others. For a collection of opposition
letters, see John Graham Nomination Confirmed, PUB. CITIZEN, http://www.citizen.org/
congress/regulations/graham.html (last visited Dec. 24, 2010).
35. See PUB. CITIZEN, SAFEGUARDS AT RISK: JOHN GRAHAM AND CORPORATE
AMERICA’S BACK DOOR TO THE BUSH WHITE HOUSE (2001), available at
http://www.citizen.org/ documents/grahamrpt.pdf (“Graham is certain to favor the
regulated industries that have handsomely supported his Center . . . . Although he often
calls himself a ‘scientist,’ . . . [Graham] does not in fact hold any degrees in the hard
science disciplines . . . .”).
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oppose his nomination.36 In turn, the appointment of Graham’s
successor was carried out during a recess to avoid a fight with
the Senate, a move that again outraged many groups.37
Retaking Rationality provides more detail on this political
history and focuses on a particularly important fact—that
protection-oriented groups largely absented themselves from
debate over how cost–benefit analysis should be conducted.38 The
book goes on to argue that this absence had consequences both
for regulatory policy and the methodological and institutional
context of cost–benefit analysis. Specifically, by failing to
embrace a methodology that acknowledges both the advantages
and disadvantages of government protections, environmentalists
and others allowed themselves to be portrayed as regulatory
zealots seeking ever-higher standards no matter the costs. At the
same time, a number of what we call substantive and
institutional fallacies arose within cost–benefit analysis—biases
that tended to point in an antiregulatory direction.39 The
prominence of these fallacies, we argue, stems in some part
from the failure of protection-oriented groups to engage
seriously in debates over how best to conduct regulatory review
and cost–benefit analysis. These fallacies, several of which had
been discussed in greater detail in prior academic work by Dean
Revesz and his co-authors,40 covered a number of topics that are
often central to conducting cost–benefit analysis, including
indirect effects of regulation, how life-saving protections are
valued, and discounting.
The first fallacy is titled “All Unintended Consequences Are
Bad.”41 In the chapter discussing this fallacy, we summarize an

36. Senate Puts Graham on Notice to Protect Public Health, Safety and the
Environment: Statement of Public Citizen President Joan Claybrook, PUB. CITIZEN (July
20, 2001), http://www.citizen.org/pressroom/pressroomredirect.cfm?ID=674.
37. Press Release, OMB Watch, Bush Recess Appointment Threatens Public
Protections (Apr. 4, 2007), available at http://www.ombwatch.org/node/3251. Groups at
the time criticized Graham’s replacement, Susan Dudley, for “anti-regulatory extremism”
and criticized Bush for “bypass[ing] the transparency afforded by the Senate confirmation
process.” Id.
38.
REVESZ & LIVERMORE, supra note 1, at 32–36.
39. Id. at 11, 51.
40. Nicholas Bagley & Richard L. Revesz, Centralized Oversight of the Regulatory
State, 106 COLUM. L. REV. 1260 (2006); Laura J. Lowenstein & Richard L. Revesz,
Anti-Regulation Under the Guise of Rational Regulation: The Bush Administration’s
Approaches to Valuing Human Lives in Environmental Cost–Benefit Analyses, 34 ENVTL.
L. REP. 10,954 (2004);Samuel J. Rascoff & Richard L. Revesz, The Biases of Risk Tradeoff
Analysis: Towards Parity in Environmental and Health-and-Safety Regulation, 69 U. CHI.
L. REV. 1763 (2002); Richard L. Revesz, Environmental Regulation, Cost–Benefit Analysis,
and the Discounting of Human Lives, 99 COLUM. L. REV. 941 (1999).
41. REVESZ & LIVERMORE, supra note 1, at 55–65.

Do Not Delete

4/13/2011 7:17 PM

2011] RETAKING RATIONALITY TWO YEARS LATER

9

insight discussed in greater detail in The Biases of Risk
Tradeoff Analysis: Towards Parity in Environmental and
Health-and-Safety Regulation, by Dean Revesz and a co-author,
Samuel Rascoff.42 The chapter and article point out that a
substantial literature has emerged around the notion of
“countervailing risks.”43 The basic idea in this literature is that,
when the government intervenes in the marketplace, there are
likely to be a number of different effects, not only on the targeted
risk, but potentially on other risks as well.44 A classic example is
asbestos regulation. A ban on asbestos may decrease certain
kinds of health risks associated with asbestos exposure, but it
may also increase other risks if a less effective substitute is used
in place of the banned product: if brake pads have less stopping
power or alternative building materials are less fire-retardant.45
These effects should be taken into account by regulators, and
should have an appropriate place in cost–benefit analysis. The
classic work that describes this concept is Risk vs. Risk: Tradeoffs
in Protecting Health and the Environment, edited and written in
part by John D. Graham (later OIRA Administrator) and
Jonathan Wiener, now a professor at Duke Law School and a
well-respected regulatory scholar.46 It has played a prominent
role in regulatory decisionmaking, among other places, as the
principal reason to overturn increased fuel-efficiency standards
in a key D.C. Circuit ruling by Judge Stephen Williams.47
Retaking Rationality argues that the flip side of the coin
had been given considerably less attention, though the ancillary
benefits of regulation can be significant. For example, measures
to reduce greenhouse gas emissions, such as a carbon tax or
cap-and-trade system, would have the effect of significantly
reducing emissions of other pollutants that have serious health
consequences, like sulfur dioxide and particulate matter (and

42. Id.; Rascoff & Revesz, supra note 40.
43. REVESZ & LIVERMORE, supra note 1, at 55; Rascoff & Revesz, supra note 40, at 1765.
44. See Rascoff & Revesz, supra note 40, at 1765 (“Regulations undertaken to
minimize or eliminate certain health risks often have the perverse effect of promoting
other risks.”); REVESZ & LIVERMORE, supra note 1, at 55.
45. Rascoff & Revesz, supra note 40, at 1772 (stating that government risk
regulation often creates countervailing risks).
46. John D. Graham & Jonathan Baert Wiener, Confronting Risk Tradeoffs, in
RISK VS. RISK: TRADEOFFS IN PROTECTING HEALTH AND THE ENVIRONMENT 1 (John D.
Graham & Jonathan Baert Wiener eds., 1995). Weiner is a member of the Board of
Advisors for the Institute for Policy Integrity. Advisory Board, INST. FOR POL’Y INTEGRITY,
http://policyintegrity.org/about/advisors/ (last visited Jan. 7, 2011).
47. Competitive Enter. Inst. v. Nat’l Highway Traffic & Safety Admin., 956 F.2d
321, 323–24, 326–27 (D.C. Cir. 1992).
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vice versa).48 Estimates of the value of these ancillary benefits
have shown that they may be very high, perhaps even enough to
offset the entire cost of greenhouse gas reductions for some of
49
the major emitters.
Another fallacy that we discuss is the health–wealth tradeoff,
50
which we describe as the idea that “Wealth Equals Health.”
Again, in this case, we were responding to a significant academic
literature that examines correlations between income and health
at the individual level. Finding strong correlations, some
academic commentators, advocates, and government officials
came to the conclusion that there was an implicit tradeoff
between wealth and health, so that regulations that imposed
social costs by decreasing wealth would have the effect of reducing
health as well.51 W. Kip Viscusi, an accomplished scholar in the
area of regulation, even developed a rough cost estimate of the
point at which a life-saving regulation would actually turn into a
rule with net negative effects on mortality risk.52
In the book, we point to two key considerations when
evaluating this literature. One is elementary and widely
recognized by the scholars undertaking this research, but
nevertheless centrally important and often underemphasized in
policy discussions of the issue: correlation is not causation.53 The
research relied on for the health–wealth tradeoff shows only
correlations; it is left to intuitive extrapolation to identify a causal
story.54 To date, the most sophisticated empirical attempts to
tease out the relationship between wealth and health have shown
that causation tends to run in the opposite direction—unhealthy
people make less money—or that both wealth and health are
55
associated with a third variable, like education. Second, we note
48. Rascoff & Revesz, supra note 40, at 1808–09.
49. See Dallas Burtraw et al., Ancillary Benefits of Reduced Air Pollution in the U.S.
from Moderate Greenhouse Gas Mitigation Policies in the Electricity Sector, 45 J. ENVTL.
ECON. & MGMT. 650, 670–71 (2003) (finding that ancillary benefits justify the cost of a $25
per metric ton carbon tax); Jing Cao, Mun S. Ho & Dale W. Jorgenson, “Co-benefits” of
Greenhouse Gas Mitigation Policies in China 49 (Env’t for Dev., Discussion Paper No. EfD
DP 08-10, 2008), available at http://www.rff.org/rff/Documents/EfD-DP-08-10.pdf
(identifying a “win-win” policy in China).
50. REVESZ & LIVERMORE, supra note 1, at 67–76.
51. Lisa Heinzerling & Frank Ackerman, The Humbugs of the Anti-Regulatory
Movement, 87 CORNELL L. REV. 648, 666–70 (2002) (summarizing and criticizing this
literature).
52. Randall Lutter, John F. Morrall & W. Kip Viscusi, The Cost-Per-Life-Saved
Cutoff for Safety-Enhancing Regulations, 37 ECON. INQUIRY 599 (1999).
53. REVESZ & LIVERMORE, supra note 1, at 67.
54. Id. at 69, 72.
55.
David M. Cutler & Adriana Lleras-Muney, Education and Health: Evaluating
Theories and Evidence, in MAKING AMERICANS HEALTHIER: SOCIAL AND ECONOMIC POLICY
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that even taking the causal story as true on its own terms, the
effect is much greater at lower income levels.56 The distribution of
costs is therefore central. The appropriate remedy for a rule that
imposes costs on low-income people may not be to reduce
regulatory stringency, but to provide compensation for the
negatively affected population.
Retaking Rationality also discusses institutional fallacies
associated with how cost–benefit analysis is situated in the
administrative process, including one we term “Shaky
Foundation.”57 This fallacy is associated with the notion that
agencies systematically have a tendency to overregulate, to impose
unjustified costs, and to be captured by protection-oriented interest
groups like environmental organizations or consumer groups.58
This concern motivates the desire to impose a check on regulatory
action in the form of OIRA review and cost–benefit analysis.
Just as countervailing risks are a legitimate concern, these
bureaucratic failures may indeed be real. But bias also arises if
we do not recognize that some agencies could have a tendency to
underregulate, to fail to provide adequate protections, and to be
captured by antiregulatory interest groups like regulated
industry. While some bureaucracies may be influenced by
powerful leaders seeking self-aggrandizement, as in the classic
formulation, others may be risk-averse actors unwilling to act and
face the risk of congressional or judicial sanction. While agencies
may overreact to news reports of catastrophes, they may fail to
59
address well-known risks until catastrophe strikes.
Perhaps the British Petroleum (BP) oil disaster of 2010 has
60
become the archetype for this concern. Massive environmental
damage may have been avoided by a more robust regulatory
approach and better enforcement. Many accounts of the spill
have focused on what has come to be seen as an overly cozy

HEALTH POLICY 29 (Robert F. Schoeni et al. eds., 2008) (“There is a well-known large
and persistent association between education and health.”); James P. Smith,
Unraveling the SES-Health Connection, in AGING, HEALTH, AND PUBLIC POLICY:
DEMOGRAPHIC AND ECONOMIC PERSPECTIVES 108 (Linda J. Waite ed., 2005); David M.
Cutler, Adriana Lleras-Muney & Tom Vogl, Socioeconomic Status and Health:
Dimensions and Mechanisms 17–18 (Nat’l Bureau of Econ. Research, Working Paper
No. W14333, 2008).
56.
REVESZ & LIVERMORE, supra note 1, at 73–75.
57.
Id. at 163–69.
58. Id. at 163.
59. Eric R. Pogue, The Catastrophe Model of Risk Regulation and the Regulatory
Legacy of Three Mile Island and Love Canal, 15 PENN ST. ENVTL. L. REV. 463, 477 (2007).
60.
See Stephen Power & Tennille Tracy, Spill Panel Finds U.S. Was Slow to
React,
W ALL
ST .
J.
(Oct.
7,
2010),
http://online.wsj.com/article/
SB10001424052748703735804575536042567062622.html?mod=WSJ_hps_MIDDLETopStories.
AS
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relationship between regulators and the regulatory industry.61
Regardless of whether the conventional wisdom about the BP
spill is correct, the spill provides a stark illustration of the
62
concern that agency inaction can lead to high social costs.
Regulatory oversight that focuses exclusively on checking
agency behavior fails to look for missed opportunities when net
benefits can be increased by more robust agency protection.
Ultimately, we argue that these fallacies helped promote a
practice of cost–benefit analysis and regulatory review over the
past thirty years that tended to overstate costs and understate
benefits; that focused on tamping down overzealous agencies but
did not adequately ward against inertia; and that ultimately failed
to maximize social well-being through efficient levels of
environmental and public health protection. Responsibility for this
state of affairs is, of course, widespread, but one of the central
arguments in Retaking Rationality is that protection-oriented
interest groups are partly to blame for engaging in a losing
strategy of fighting against cost–benefit analysis, rather than
fighting to improve it.63
III. COST–BENEFIT ANALYSIS IN THE OBAMA ADMINISTRATION
Despite the important role cost–benefit analysis has played
over the past few decades, when President Obama took office
some groups advocated for a major departure from the prior
consensus. This shift has not occurred; the Obama
Administration’s regulatory decisions, policy initiatives, and
administrative appointments have indicated that cost–benefit
analysis will continue to play an important role within the
administrative state. And the current Administration has not
simply maintained the status quo. In a wide range of areas, the
Administration has broken new ground through expanded use of
insights from behavioral economics, by developing a cross-cutting
and coordinated regulatory response to climate change, and with
a recently released update of EPA guidance on conducting
64
economic analysis of environmental policy.

61. Sharyl Attkisson, Big Oil’s “Cozy Relationship” with Inspectors, CBSNEWS (May
25, 2010), http://www.cbsnews.com/stories/2010/05/25/eveningnews/main6518694.shtml.
62. Regulatory Blowout: How Regulatory Failures Made the BP Disaster Possible, and
How the System Can Be Fixed to Avoid a Reccurrence, CENTER FOR PROGRESSIVE REFORM
(Oct. 2010), http://www.progressivereform.org/articles/BP_Reg_Blowout_1007.pdf.
63. REVESZ & LIVERMORE, supra note 1, at 145–47.
64. OFFICE OF THE ADM’R, EPA, GUIDELINES FOR PREPARING ECONOMIC ANALYSES,
(Pre-Publication ed. 2010) [hereinafter EPA, 2010 GUIDELINES], available at
http://yosemite.epa.gov/ee/epa/eed.nsf/webpages/Guidelines.html/$file/Guidelines.pdf.
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A. Cost–Benefit Analysis Is Here to Stay
Just as when President Clinton took office in early 1993,
when President Obama began his Administration there was hope
in certain circles that cost–benefit analysis was not long for this
world. Some advocates saw the turnover in the White House as
an opportunity to make progress toward their goal of reducing
the role of cost–benefit analysis and regulatory review. But any
hope of this sort evaporated quickly, as President Obama took
several steps shortly after taking office that continued to cement
the bipartisan consensus in favor of regulatory review and
cost–benefit analysis, keeping these institutions at the heart of
regulatory decisionmaking in his Administration.65
There were two early moves that the President made on
matters concerning regulatory review. Soon after taking office,
President Obama issued a memorandum to the heads of
executive departments and agencies asking for recommendations
to guide the development of an updated executive order on
66
regulatory review. The memorandum targeted numerous issues
for potential improvement, seeking “guidance on disclosure and
transparency”67 and potential means of achieving greater “public
participation in agency regulatory processes.”68 The hope
expressed in the memorandum was that “[y]ears of
experience . . . about how to improve the process of regulatory
review” could be used to make needed changes.69 The President
also directly signaled a desire to continue the practice of
regulatory review:
While recognizing the expertise and authority of executive
branch departments and agencies, I also believe that, if
properly conducted, centralized review is both legitimate
and appropriate as a means of promoting regulatory
70
goals.
There was some interest in the President’s move, although it
never rose to a matter of high political salience. During the 100
day notice-and-comment period, 183 public comments were
submitted by academics, think tanks, trade associations, labor

65. Gabriel Nelson, White House: Obama Overhaul of Regulatory Reviews Now Seen
as Unlikely, GREENWIRE (July 14, 2010), http://www.eenews.net/gw/2010/07/14/3.
66. Memorandum for the Heads of Executive Departments and Agencies, 74 Fed.
Reg. 5977, 5977–78 (Feb. 3, 2009).
67. Id.
68. Id.
69. Id.
70. Id.
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unions, and individual citizens.71 The suggested revisions ranged
from incorporating distributional and equity concerns into the
analysis,72 to allowing more public input to the review process as
73
a means of addressing agency inaction, to creating a centralized
database of valuations that all agencies should be required to
use.74
The President has not yet issued a new executive order75 and
it has become increasingly clear that the Clinton order, now in
place for nearly two decades, will govern for the foreseeable future.
If the President does ultimately issue a revised order, it is likely to
build on, rather than replace, the Clinton order, which has served
as the basis for a lasting bipartisan consensus. While we have
suggested improvements that could be made to the order,76 many
of the most important reforms can be undertaken under the
current order through guidance documents and changes in
institutional culture and practices. The Clinton order, it seems,
has proven flexible enough to accommodate the needs of several
different administrations and the current President may be
hesitant to make unnecessary changes that upset that continuity.

71. Federal Rulemaking and the Regulatory Process: Hearing Before the H.
Subcomm. on Commercial & Admin. Law, 111th Cong. 2 (2010). Copies of the submitted
comments, including a list of authors, are publicly available. OFFICE OF MGMT. & BUDGET,
EXEC. OFFICE OF THE PRESIDENT, PUBLIC COMMENTS ON OMB RECOMMENDATIONS FOR A
NEW EXECUTIVE ORDER ON REGULATORY REVIEW, available at http://www.reginfo.gov/
public/jsp/EO/fedRegReview/publicComments.jsp.
72. Letter from Matthew D. Adler, Professor of Law, Univ. of Pa. Sch. of Law & James
S. Carpentier, Visiting Professor, Colum. Law Sch., to Jessica Hertz, Office of Mgmt.
& Budget 1 (Feb. 16, 2009), available at http://www.reginfo.gov/public/jsp/EO/
fedRegReview/Adler12866suggestions.pdf.
73. Memorandum from Richard L. Revesz & Michael A. Livermore on New Executive
Order Governing Regulatory Review, Inst. for Policy Integrity 2–3 (Feb. 13, 2009), available
at http://www.reginfo.gov/public/jsp/EO/fedRegReview/Revesz_Livermore.pdf.
74. Letter from Eric A. Posner, Professor of Law, Univ. of Chi. Law Sch., to Jessica
Hertz, Office of Mgmt. & Budget 1 (Feb. 10, 2009), available at http://www.reginfo.gov/
public/jsp/EO/fedRegReview/Eric_Posner.pdf.
75. Two months after the lecture upon which this Address is based was delivered,
President Obama did issue an Executive Order along with two accompanying presidential
memoranda on regulation and regulatory review. Exec. Order No. 13,563, 76 Fed. Reg.
3821 (Jan. 18, 2011); Regulatory Compliance: Memorandum for the Heads of Executive
Departments and Agencies, 76 Fed. Reg. 3825 (Jan. 18, 2011); Regulatory Flexibility,
Small Business, and Job Creation: Memorandum for the Heads of Executive Departments
and Agencies, 76 Fed. Reg. 3827 (Jan. 18, 2011). As anticipated above, the order largely
“repeats, clarifies, or modestly expands language from President Clinton’s Executive Order
12,866,” while the memoranda create small additional procedures dealing with small
businesses and increased transparency in regulatory enforcement. Michael A. Livermore, A
Brief Comment on Humanizing Cost–Benefit Analysis, 2011 EUR. J. RISK REG. 13.
76. RICHARD L. REVESZ & MICHAEL A. LIVERMORE, INST. FOR POLICY INTEGRITY,
FIXING REGULATORY REVIEW: RECOMMENDATIONS FOR THE NEXT ADMINISTRATION (2008),
available at http://www.policyintegrity.org/publications/documents/FixingRegulatoryReview.pdf.
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A second move that could have signaled a shift was the
repeal on February 3, 2009, of two Bush-era amendments to the
77
Clinton order. The Bush amendments made several relatively
minor changes to the Clinton order: creating a requirement that
a “specific market failure” be identified prior to regulation;
creating a formal “regulatory policy officer”; and subjecting
78
guidance documents to OIRA review. These orders were heavily
criticized by some protection-oriented groups.79 The change by
President Obama was hailed by some as an indication that major
80
procedural reforms could be on the way.
But the move, if anything, was in keeping with the idea that
structural changes could be made outside the context of changes to
the executive order. Shortly after the President’s rescission order,
OMB Director Peter Orszag issued a memorandum to agencies
clarifying that OIRA would continue to review “all significant
proposed or final agency actions, including significant policy and
81
guidance documents.” Officials within agencies continue to work
closely with OIRA officials, and market failures remain a central
element of regulatory impact analysis. While the early repeal of
the Bush orders on regulatory review can be spun as a large
departure, in reality the more accurate characterization is one of
continuity with both the Clinton and Bush Administrations.
Other telling indications of the Obama Administration’s
commitment to cost–benefit analysis and regulatory review can
be found in its choice of appointments, the most obvious of which
82
is Cass Sunstein as Administrator of OIRA. Sunstein is both a
77. Exec. Order No. 13,497, 3 C.F.R. 218 (2010), reprinted in 5 U.S.C. § 601 app. at
80 (Supp. III 2010).
78. Exec. Order No. 13,422, 72 Fed. Reg. 2763–75 (Jan. 23, 2007); Exec. Order
13,258, 3 C.F.R. 204 (2003).
79. OMB WATCH, A FAILURE TO GOVERN: BUSH’S ATTACK ON THE REGULATORY PROCESS
(2007), available at http://www.ombwatch.org/files/regs/PDFs/FailuretoGovern.pdf; UNION
OF C ONCERNED S CIENTISTS, P RESIDENTIAL MANDATE C ENTRALIZES R EGULATORY
P OWER, ENDANGERS CITIZENS, available at http://www.ucsusa.org/scientific_integrity/
abuses_of_science/presidential-mandate.html.
80. Robin Bravender, Obama Tosses Bush Order, Eases OMB Grip on Rulemaking,
GREENWIRE
(Feb.
4,
2009),
http://www.eenews.net/public/Greenwire/2009/02/04/1
(“‘President Obama’s decision to revoke [Executive Order] 13422 so early in his
administration sends a clear signal that he hopes to limit the role of politics in the
regulatory process,’ said Rick Melberth, director of federal regulatory policy at OMB Watch.
‘President Obama should continue to tear down the political and procedural hurdles that
prevent regulatory agencies from quickly and effectively addressing threats to the public.’”).
81.
Memorandum from Peter R. Orszag, Director, Office of Mgmt. & Budget 1
(Mar. 4, 2009), available at http://www.whitehouse.gov/sites/default/files/omb/assets/
memoranda_fy2009/m09-13.pdf.
82. Office of the Press Sec’y, White House, President Obama Announces Another
Key OMB Post, WHITEHOUSE.GOV (Apr. 20, 2009), http://www.whitehouse.gov/
the_press_office/President-Obama-Announces-Another-Key-OMB-Post (noting Sunstein’s
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leading expert in and ardent supporter of cost–benefit analysis,
and was a colleague of then-state senator Obama while they were
both teaching at the University of Chicago Law School.83 One
need not look far to discover Sunstein’s views on cost–benefit
analysis: he has been writing about the subject for nearly two
decades.84 Sunstein has argued in favor of cost–benefit analysis
as a needed corrective to public misperception of risk, as a tool
for clarifying the consequences of action, and as a counterbalance
against wild administrative action in the face of sometimes
85
irrational public demands.
Sunstein’s confirmation process was closely watched. He was
supported by conservatives like the National Association of
Manufacturers and the U.S. Chamber of Commerce, while the
Wall Street Journal editorial page hailed him as a “promising
86
sign” for the Obama Administration. On the other hand, some
progressives feared the consequences of Sunstein’s “insistence on
tying regulations to cost–benefit analysis.”87 Unsurprisingly, the

expertise in “administrative law and policy, environmental law, and behavioral
economics” and his unique qualifications for leading Obama’s regulatory agenda).
83. John Carey, Cass Sunstein: What Kind of Regulation Czar?, BUS. WK. (Feb. 26, 2009,
5:00 PM), http://www.businessweek.com/magazine/content/09_10/b4122058003732.htm.
84. Pildes & Sunstein, supra note 21. Other important works include, inter alia:
CASS R. SUNSTEIN, THE COST–BENEFIT STATE: THE FUTURE OF REGULATORY PROTECTION
(2002) (explaining the development of cost–benefit analysis in the administrative state
and offering his view on its future role); CASS R. SUNSTEIN, LAWS OF FEAR: BEYOND THE
PRECAUTIONARY PRINCIPLE (2005) (arguing cost–benefit analysis is a tool to promote clear
thinking); CASS R. SUNSTEIN, RISK AND REASON: SAFETY, LAW, AND THE ENVIRONMENT
(2002) [hereinafter SUNSTEIN, RISK AND REASON] (suggesting cost–benefit analysis
could lead to a more sensible system of risk regulation); Cass R. Sunstein, Cognition
and Cost–Benefit Analysis (Univ. of Chicago Law Sch., Working Paper No. 85, 1999)
(claiming cost–benefit analysis can serve as a corrective tool to certain cognitive
problems).
85. See SUNSTEIN, RISK AND REASON, supra note 84, at 291 (“The great virtue of
cost–benefit analysis is that it promotes a better understanding of the actual
consequences of regulation. When availability bias makes people excessively concerned
with trivial risks, cost–benefit analysis is a useful corrective.”); Cass R. Sunstein,
Probability Neglect: Emotions, Worst Cases, and Law, 112 YALE L.J. 61, 87 (2002) (“A
more deliberative democracy would attempt to create institutions that have a degree of
immunity from short-term public alarm. Cost–benefit analysis, for example, might serve
as a check on regulation that would accomplish little good, or less good than is justified by
the facts.”).
86. Editorial, A Regulator with Promise—Really, WALL ST. J., Jan. 10–11, 2009, at
A10; see also John D. McKinnon, Businesses Encouraged by Regulatory Nominee, WALL
ST. J., May 13, 2009, at A4 (“[B]usiness interests . . . see [Sunstein] as a potential
ally . . . .”).
87. Carey, supra note 83; see Tom Hamburger & Christi Parsons, Left Not Sold
on Obama’s Regulation Czar Pick, CHI. TRIB., Jan. 25, 2009, at 7 (quoting Frank
O’Donnell, president of Clean Air Watch, as saying that if Sunstein was a Republican
nominee, “the environmental community would be screaming for his scalp”); see also
Rena Steinzor, Cass Sunstein and OIRA, CENTER FOR P ROGRESSIVE REFORM (Jan. 26,
2009), http://www.progressivereform.org/CPRBlog.cfm?idBlog=1024E113-1E0B-E803-
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public discussion over Sunstein’s confirmation played into
traditional associations of cost–benefit analysis with less
stringent regulatory control, although some recognized that as
both “a liberal activist and a free market cheerleader,” he was
something of a “wild card.”88 Strangely enough, the sticking point
for much of the process, at least on the surface, was the issue of
89
animal rights.
The Obama Administration also brought in several
prominent academic environmental economists for key political
appointments within the White House and at agencies. Michael
Greenstone, an economics professor at the Massachusetts
Institute for Technology, was brought in as Chief Economist at
the White House Council of Economic Advisors. Richard G.
Newell, a professor of energy and environmental economics at
Duke University, was named Administrator of the Energy
90
Information Administration at the Department of Energy.
William A. Pizer, a former research director at the
environmental economics think tank Resources for the Future
(RFF), was appointed as the Deputy Assistant Secretary for
Environment and Energy at the Treasury Department in
August 2008.91 Joseph Aldy, another former RFF Fellow, was
named Special Assistant to the President for Energy and
Environment, reporting through the National Economic Council
and the Office of Energy and Climate Change, until he
subsequently became an Assistant Professor of Public Policy at

CA21979C057DC516 (predicting that Sunstein would continue applying cost–benefit
analysis to evaluation of proposed regulations); Richard Lacayo, Why Obama’s Regulatory
Czar Makes Liberals Nervous, TIME (Feb. 24, 2009), http://www.time.com/time/
politics/article/0,8599,1881473,00.html (noting fears surrounding Sunstein’s support for
cost–benefit analysis); John S. Applegate et al., Reinvigorating Protection of Health,
Safety, and the Environment (Ctr. for Progressive Reform, White Paper No. 901, 2009)
available at http://www.progressivereform.org/articles/SunsteinOIRA901.pdf (“Professor
Sunstein would seem to represent ‘more of the same,’ when the last 30 years of regulatory
dysfunction . . . demonstrate that OIRA and regulatory review need to head in a new,
progressive direction.”).
88. Kelley Vlahos, Obama Regulatory Czar’s Confirmation Held Up by Hunting
Rights Proponent, FOX NEWS (July 22, 2009), http://www.foxnews.com/politics/2009/07/
22/obama-regulatory-czars-confirmation-held-hunting-rights-proponent/.
89. Both Senators Saxby Chambliss (Ga.) and John Cornyn (Tex.) placed separate
“holds” that prevented a vote on Sunstein, citing to this very issue as their primary concern.
Vlahos, supra note 88; Rachel Weiner, Cass Sunstein Nomination Blocked by Saxby
Chambliss, HUFFINGTON POST (June 29, 2009, 9:12 AM), http://www.huffingtonpost.com/
2009/06/29/cass-sunstein-nomination_n_222196.html.
90. Press Release, U.S. Energy Info. Admin., Richard G. Newell Begins as EIA
Administrator (Aug. 3, 2009), available at http://www.eia.doe.gov/neic/press/press320.html.
91. Press Release, U.S. Dep’t of the Treasury, HP-1120, Treasury Department
Selects Pizer as Deputy Assistant Secretary for Environment & Energy (Aug. 28, 2008),
available at http://www.treasury.gov/press-center/press-releases/Pages/hp1120.aspx.
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the Harvard Kennedy School.92 His replacement, Nathaniel
Keohane, is a former Associate Professor of Economics at the Yale
School of Management and Chief Economist of the Environmental
93
Defense Fund.
These individuals have conducted important scholarship on
a variety of issues central to cost–benefit analysis, including
94
discounting under conditions of uncertainty, the compliance
95
costs of air quality regulation, the ability of environmental rules
96
to spur technological development, and the value of a statistical
97
life. It is worth emphasizing that these scholars were brought in
not merely to provide technical assistance, but in key
policymaking roles within the Administration.
Of course, there are also examples of the Obama
Administration appointing individuals who had not favored the
use of cost–benefit analysis. Shortly after the President took
office, Lisa Heinzerling, a noted critic of cost–benefit analysis,
joined EPA as senior climate policy counsel and was later
selected by EPA Administrator Lisa Jackson to be the Associate

92. Joseph Aldy, HARVARD KENNEDY SCH., http://www.hks.harvard.edu/about/
faculty-staff-directory/joseph-aldy (last visited Jan. 9, 2011).
93. Darren Samuelsohn, White House Hires Veteran Environmental Economist,
POLITICO (Jan. 3, 2011, 1:04 PM), http://www.politico.com/news/stories/0111/46973.html.
94. Richard G. Newell & William A. Pizer, Uncertain Discount Rates in Climate
Policy Analysis, 32 ENERGY POL’Y 519, 520–27 (2004) (assessing how discount rate
uncertainty affects valuation of future climate change consequences); Richard G. Newell
& William A. Pizer, Discounting the Distant Future: How Much Do Uncertain Rates
Increase Valuations?, 46 J. ENVTL. ECON. & MGMT. 52, 55–68 (2003) (modeling discount
rates under uncertainty).
95. Michael Greenstone, The Impacts of Environmental Regulations on Industrial
Activity: Evidence from the 1970 and 1977 Clean Air Act Amendments and the Census of
Manufacturers, 110 J. POL. ECON. 1175 (2002) (estimating the effects of environmental
regulations on industrial activity); Nathaniel O. Keohane, Cost Savings from Allowance
Trading in the 1990 Clean Air Act: Estimates from a Choice-Based Model, in MOVING TO
MARKETS IN ENVIRONMENTAL REGULATION 194, 206–17 (Jody Freeman & Charles E.
Kolstad eds., 2007) (estimating the compliance costs of the sulfur dioxide allowance trading
program instituted under the 1990 Clean Air Act).
96. NATHANIEL O. KEOHANE & SHEILA M. OLMSTEAD, MARKETS AND THE
ENVIRONMENT 164–65 (2007) (reviewing how market-based environmental policies can
stimulate technological innovation); Suzi Kerr & Richard G. Newell, Policy-Induced
Technology Adoption: Evidence from the U.S. Lead Phasedown, 51 J. INDUS. ECON. 317,
319–20, 338 (2003) (finding that a tradable permit system provided incentives for efficient
technology adoption and finding a statistically significant positive influence of increased
regulation on technology adoption).
97. W. Kip Viscusi & Joseph E. Aldy, The Value of a Statistical Life: A Critical
Review of Market Estimates Throughout the World, 27 J. RISK & UNCERTAINTY 5 (2003)
(reviewing estimates of the value of a statistical life); Orley Ashenfelter & Michael
Greenstone, Using Mandated Speed Limits to Measure the Value of a Statistical Life
(Nat’l Bureau of Econ. Research, Working Paper No. 9094, 2002), available at
http://www.nber.org/papers/w9094 (deriving an estimate of the value of a statistical life
from state speed limits).
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Administrator of EPA’s Office of Policy.98 In that capacity,
Heinzerling
supervised
EPA’s
National
Center
for
Environmental Economics (NCEE), which “specializes in
analyzing the economic and health impacts of environmental
regulations and policies, and assists EPA by informing important
policy decisions with sound economics” as well as “contribut[ing]
to and manag[ing] EPA’s research on environmental
economics.”99 Heinzerling played a key role in the day-to-day
integration of economic analysis into EPA decisionmaking.
During her tenure, EPA showed no sign of reversing course to
reduce the role of cost–benefit analysis in regulatory
decisionmaking.
B. Pushing Ahead: Behavioral Economics, the Social Cost of
Carbon, and the New EPA Guidelines
In many respects the Obama Administration has continued
the practices of past administrations concerning regulatory
review and cost–benefit analysis; at the same time, it has also
sought to deepen the practice of cost–benefit analysis. Through a
range of guidance documents, Sunstein and other key figures in
the Administration have aimed to incorporate findings from the
natural and social sciences; use cost–benefit analysis to
harmonize agency responses to climate change; and update
guidance on conducting economic analysis of environmental
regulation.
Immediately prior to taking his current position with the
Obama Administration, Sunstein’s academic work focused on the
100
usefulness of behavioral economics for designing public policy.
In their book, Nudge: Improving Decisions About Health, Wealth,
and Happiness, Sunstein and co-author Richard Thaler put
forward a vision of “libertarian paternalism” in which the state
achieves social goals not through coercive control, but by
98. From January 2009 until July 2009, Heinzerling served as senior climate policy
counsel to EPA Administrator Lisa Jackson. She served as Associate Administrator of
EPA’s Office of Policy between July 2009 and December 2010. Robin Bravender, EPA
Policy Chief Steps Down, POLITICO (Nov. 4, 2010), http://www.politico.com/news/stories/
1110/44708.html; see Professors Named to Administration, Federal Reserve Board,
GEORGETOWN LAW: RES IPSA LOQUITUR, Spring/Summer 2009, at 2, 3 (noting that
Heinzerling became senior climate policy counsel in January 2009). Heinzerling’s critique
of cost–benefit analysis is presented in FRANK ACKERMAN & LISA HEINZERLING, PRICELESS:
ON KNOWING THE PRICE OF EVERYTHING AND THE VALUE OF NOTHING 35–40 (2004).
99. NAT’L CTR. FOR ENVTL. ECON., EPA, http://yosemite.epa.gov/ee/epa/eed.nsf/
webpages/homepage (last visited Feb. 28, 2011).
100. See, e.g., RICHARD H. THALER & CASS R. SUNSTEIN, NUDGE: IMPROVING
DECISIONS ABOUT HEALTH, WEALTH, AND HAPPINESS 6 (2008) (explaining how people can
be encouraged or “nudge[d]” into making different decisions).
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structuring the choices that people are given to “nudge” them in
the right direction—the one they likely would have chosen given
full information.101 In this account, “choice architecture” can be
used to overcome some of the behavior quirks—like cognitive
heuristics—that interfere with people’s ability to satisfy their
long-term preferences.102 Through this framework, Sunstein and
Thaler seek to attain many of the traditional goals of the
regulatory state (like protecting workers or providing for
retirement savings) without the threat to liberty that is
associated with direct coercion.
Within the Obama Administration, Sunstein has taken
several steps to integrate insights from behavior economics into
regulatory decisionmaking. As early as the President’s
memorandum requesting comment on the regulatory review
process, the Administration was discussing “the role of the
103
This
behavioral sciences in formulating regulatory policy.”
preliminary step was followed by more concrete moves.
A key document in the process of regulatory review is
OIRA’s annual report to Congress on the costs and benefits of
federal regulation.104 In that document, OIRA reviews rules
adopted in the past year, examines the regulatory impact
analyses that were conducted, provides rough estimates of
aggregate costs and benefits, and puts forward a set of
recommendations to agencies for improving their decisionmaking
process.105 The document provides a formal summary for
Congress, but is also a mechanism to establish administrative
policy and communicate to agencies the priorities of OIRA for
improving regulatory decisionmaking.106
In each of the annual reports issued under Sunstein, there
has been a prominent discussion of how behavioral sciences can
inform agency decisionmaking.107 In the 2009 report, a section of
101. Id. at 4–6.
102. See id. at 11, 22–37 (describing different cognitive tools that can help people
make more effective decisions).
103. Regulatory Review: Memorandum for the Heads of Executive Departments and
Agencies, 3 C.F.R. 343, 343 (2010).
104. See, e.g., OFFICE OF INFO. & REGULATORY AFFAIRS, OFFICE OF MGMT. & BUDGET,
2010 REPORT TO CONGRESS ON THE BENEFITS AND COSTS OF FEDERAL REGULATIONS AND
UNFUNDED MANDATES ON STATE, LOCAL, AND TRIBAL ENTITIES (2010) [hereinafter 2010
OIRA REPORT TO CONGRESS], available at http://www.whitehouse.gov/sites/default/files/
omb/legislative/reports/2010_Benefit_Cost_Report.pdf (providing estimates of the costs
and benefits of major governmental regulations).
105. Id. at 3–4.
106. Id. at 35–44.
107. Id. at 40, 42–44; OFFICE OF INFO. & REGULATORY AFFAIRS, OFFICE OF MGMT.
& BUDGET, 2009 REPORT TO CONGRESS ON THE BENEFITS AND COSTS OF FEDERAL
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recommendations is titled “Behaviorally Informed Approaches to
Regulation.”108 The report reviews a recent trend by “a number of
social scientists [to] incorporate[] findings about human behavior
from psychology into economic models, providing a new set of
insights for thinking about regulations and their likely
consequences.”109 After discussing some of the key findings of this
literature—such as the widespread use of cognitive heuristics
and the effects of inertia on human behavior—the report goes on
to list several ways in which these insights can help inform
110
regulatory policy.
Four key areas are targeted: disclosure; default rules and
111
simplification; salience; and social norms. In each area, the
report recommends that existing obligations be met in ways that
are based on accurate models of how people will respond—for
example, by designing disclosure requirements that could
actually be helpful for consumers.112 As agencies are evaluating
regulatory alternatives, the report recommends that the latest
113
experimental data be used to determine sound options. The
report also suggests where behavioral sciences offer tools to meet
regulatory goals through simple, straightforward, and low-cost
114
steps that will generate large net benefits.
The 2010 report discusses several steps that agencies had
taken in the past year to implement the recommendations of
the 2009 report and continues to add guidance on several
115
In the area of
issues related to behavioral economics.
disclosure, OIRA notes new initiatives by the Occupational
Safety and Health Administration to publish “a significant
subset of its fatality, illness, and injury data online” and by
EPA to implement its greenhouse gas reporting rule, which
OIRA anticipates will “help businesses to track their own
emissions, to compare them to similar facilities, and
eventually to identify low-cost reductions.”116 The report also
calls attention to another example of “efforts to improve the
quality of disclosure, with reference to empirical findings”: a
REGULATIONS AND UNFUNDED MANDATES ON STATE, LOCAL, AND TRIBAL ENTITIES 35–40
(2009) [hereinafter 2009 OIRA REPORT TO CONGRESS].
108. 2009 OIRA REPORT TO CONGRESS, supra note 107, at 35–40.
109. Id. at 35.
110. Id. at 35–37.
111. Id. at 37.
112. Id. at 37–38.
113. Id. at 44.
114. Id. at 35–37.
115. 2010 OIRA REPORT TO CONGRESS, supra note 104, at 40–49.
116. Id. at 41.
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March 2010 return letter to the National Highway Traffic
Safety Administration (NHTSA) on its tire-labeling
initiative.117 The letter “urged NHTSA to conduct consumer
testing to identify a label that is clear, comprehensible, and
meaningful to consumers,” resulting in NHTSA “undertaking
further investigation before committing to a final decision on
118
the design of the label.”
Another section of the report is devoted to the issue of
childhood obesity and how behavioral sciences can be marshaled
to address that risk. Noting that “[o]besity is a public health
problem that imposes significant private and social costs,” the
report discusses several ways in which the behavioral sciences
119
can inform government efforts to “reduce those costs.”
Recommendations include encouraging “clarity, simplicity, and
salience” in labeling and advertising, and “the identification of a
specific, unambiguous path” rather than providing “general
education or ambiguous instructions (such as ‘obesity creates
health risks’ or ‘eat healthy’).”120
A second key document produced by Sunstein that focuses
on the use of behavioral economics in regulation is a
memorandum to agency heads on “Disclosure and Simplification
121
This memorandum examines the
as Regulatory Tools.”
different approaches that agencies can take with disclosure and
simplification and offers a set of principles to guide agency
decisions. In the area of summary disclosure, the memorandum
recommends adopting meaningful scales, keeping disclosure
uncluttered and in plain language, considering costs and
benefits, and doing both advanced and follow-up testing of the
effects of the disclosure on behavior.122 For full disclosure, the
emphasis is on the availability of data; OIRA encourages
reliance on the Internet and the use of “electronic format[s] that
123
In the area of
do[ ] not require specialized software.”
simplification,
the
guidance
memorandum
suggests
consideration of default rules “as a substitute for, or as a
supplement to, mandates or bans” and also recommends

117. Id.
118. Id.
119. Id. at 57.
120. Id. at 59.
121. Memorandum from Cass R. Sunstein, Adm’r, Office of Info. & Regulatory Affairs 1
(June 18, 2010), available at http://www.whitehouse.gov/sites/default/files/omb/assets/
inforeg/disclosure_principles.pdf.
122. Id. at 3–6.
123. Id. at 6–8.
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examination of “active choosing as an alternative to a specified
default rule.”124 The memorandum also specifies that “agencies
should attempt to specify [a potential default rule’s] likely
effects, and should identify the rule that would most benefit the
relevant population.”125
Another important cost–benefit analysis reform initiated by
the Obama Administration involved the setting of a universal set
of social cost of carbon estimates for use in regulatory impact
126
analysis of rules that have effects on greenhouse gas emissions.
The task force charged with this responsibility included
representatives of multiple White House offices, including OIRA,
the Council of Economic Advisors, and the Office of Energy and
Climate Change, as well as several agencies, including the
Department of Energy, EPA, and the Department of
Transportation.127 These agencies met over several months to
examine information on economic models that attempt to
quantify and monetize the effects of climate change on a range of
128
economic variables. This literature, which centers around the
construction of complex integrated assessment models (IAMs),
while incomplete, has been used in the past by researchers and
agencies in the United States and elsewhere to estimate a
marginal social cost associated with a ton of greenhouse gas
emissions.129 The purpose of the interagency task force was to
develop a common estimate that would be used across agencies to
set regulatory policy and could serve as the basis for a consistent,

124. Id. at 9–12.
125. Id. at 10.
126. INTERAGENCY WORKING GRP. ON SOC. COST OF CARBON, U.S. GOV’T, APPENDIX
15A. SOCIAL COST OF CARBON FOR REGULATORY IMPACT ANALYSIS UNDER EXECUTIVE
ORDER 12866, available at http://www1.eere.energy.gov/buildings/appliance_standards/
commercial/pdfs/sem_finalrule_appendix15a.pdf (presenting the results of the Interagency
Working Group on Social Cost of Carbon and providing a range of estimates for the social
cost of carbon).
127. See id. at 1 (providing a list of all the groups participating in the interagency
working group).
128. See WILLIAM D. NORDHAUS, A QUESTION OF BALANCE: WEIGHING THE OPTIONS
ON GLOBAL WARMING POLICIES 6–8 (2008) (discussing the Dynamic Integrated model of
Climate and Economy, which uses a host of variables to estimate the impact of climate
change); Chris Hope, Discount Rates, Equity Weights and the Social Cost of Carbon, 30
ENERGY ECON. 1011 (2008) (calculating the social costs of carbon in a way that accounts
for individuals’ differences in spending power); Richard S.J. Tol, The Social Cost of
Carbon: Trends, Outliers, and Catastrophes, 2 ECONOMICS, no. 25, 2008 at 1,
http://www.economics-ejournal.org/economics/journalarticles/ 2008-25 (concluding the
social cost of carbon per person exceeds the annual income of many individuals);
INTERAGENCY WORKING GRP. ON SOC. COST OF CARBON, supra note 126, at 1 (noting that
agencies met regularly to discuss research and developments in science and economics
relating to the social cost of carbon).
129. INTERAGENCY WORKING GRP. ON SOC. COST OF CARBON, supra note 126, at 1, 5.
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administration-wide regulatory approach to addressing climate
change.130
Interagency coordination is especially important in the
context of climate change because the actions of many agencies
influence greenhouse gas emissions. Department of Energy
policies on appliance efficiency, EPA controls on wetlands
protection or non-greenhouse gas air pollutants, Department of
Transportation policies on public transit, Federal Energy
Commission rules that affect the electricity grid, Department of
Agriculture subsidy programs, and Forestry Service rules on
timber harvesting all have the potential to reduce (or increase)
greenhouse gas emissions from the current baseline.
Determining the social cost of carbon helps ensure that the
lowest cost abatement opportunities within the federal
government are exploited.
The task force undertook an extensive literature review
drawing on the work of the most preeminent scholars in the area,
discussed shortcomings in their approach, and stated a goal of
131
continually improving the damages estimates. This ongoing
effort is important because there are many shortcomings in the
social cost of carbon estimates that the task force generated.132
Limitations of IAMs mean that estimates of the social cost of
carbon likely omit effects that are known to be important—like
ocean acidification—but that are hard to quantify.133 Catastrophic
risk is likely to be inadequately dealt with in current models, and
there are several technical choices—such as the choice of damage
functions—that are not properly justified.134 Some of the most
important choices, like the choice of a discount rate or how equity
should be factored into the estimate, are heavily value laden, but
the process did not adequately incorporate a literature review
beyond the field of economics.135 Despite these flaws, however, the

130. Id. at 1.
131. See id. at 1, 30–31 (summarizing how technical experts from multiple agencies
met to explore relevant technical research and also openly discussing the shortcomings in
the analysis).
132. Id. at 30–31.
133. Id. at 30.
134. See id. at 30, 32 (noting the incomplete consideration of catastrophic damages
and how the damage functions used in the analysis must be viewed cautiously in the
higher temperatures). For a lengthy discussion of some of the shortcomings with the first
proposed task force report, see Letter from Richard L. Revesz, Faculty Dir., Inst. for Pol’y
Integrity, & Nathaniel Keohane, Dir., Econ. Pol’y & Analysis, Envtl. Def. Fund, to Carol M.
Browner, Assistant to the President, Office of Energy & Climate Change Pol’y, et al. (Sept. 11,
2009), [hereinafter Letter from Revesz & Keohane], available at http://policyintegrity.org/
documents/Letter_on_the_Interagency_SCC_9-11-09.pdf.
135. Letter from Revesz & Keohane, supra note 134, at 2, 9–10.
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social cost of carbon process represented a genuine attempt to
deal in a serious way with a very complex social question and
created much needed consistency across agencies.136
Another place to look for how political appointees in the
Obama Administration are leaving their imprint on the
practice of cost–benefit analysis and regulatory review is an
update to the NCEE Guidelines for Preparing Economic
Analyses. First published in 2000 and developed largely during
President Clinton’s second term, the Guidelines provide an
extensive set of recommendations and best practices for
conducting cost–benefit analysis of environmental regulation and
recommend a range of default values for key inputs (like the
value of a statistical life) that have gained widespread use.137
The Guidelines have been in the process of reform for several
years—a draft for public comment was released in 2007 and a
final version was issued December 2010.138 The updated
Guidelines expand on the prior version in a number of important
respects, while maintaining the same essential framework of
applying cost–benefit analysis to environmental problems.
A further example of the continual process of updating
EPA’s approach to economic analysis is a recent examination
of cancer risk valuation. Cancer risks can be distinguished
from the accidental, workplace risks that dominate the
valuation literature by a variety of characteristics, including
their involuntary, latent nature and the dread associated with
139
These differences have generated calls for
cancer risk.
mortality-risk valuation particular to cancer risks.140

136. Some commentators who generally support cost–benefit analysis have argued
that the challenges posed by climate change for the technique are insurmountable. Susan
Rose-Ackerman, Putting Cost–Benefit Analysis in Its Place: Rethinking Regulatory
Review, 65 U. MIAMI L. REV. 335, 348–51 (2011); Jonathan S. Masur & Eric A. Posner,
Climate Regulation and the Limits of Cost–Benefit Analysis (John M. Olin Law and Econ.
Working Paper No. 525, Aug. 2010), available at http://ssrn.com/abstract=1662147.
Indeed, given the scale and complexity of the issue, comprehensive cost–benefit analysis
of climate change policy is likely an unachievable goal. Nevertheless, there are important
advantages to investigating and quantifying in economic terms, to the extent possible, the
threats posed by climate change. Perhaps more than in other contexts, however, it is
important to remember that cost–benefit analysis is not a “master decisionmaking
procedure” or the “alpha and omega of policy analysis,” but rather “one input into public
policy.” See REVESZ & LIVERMORE, supra note 1, at 15.
137. OFFICE OF THE ADM’ R, EPA, GUIDELINES FOR P REPARING ECONOMIC
ANALYSES (2000), available at http://yosemite.epa.gov/ee/epa/eerm.nsf/vwAN/
EE-0228C-07.pdf/$file/EE-0228C-07.pdf.
138. EPA, 2010 GUIDELINES, supra note 64.
139. Id. at 7-12 to 7-13.
140. Cass R. Sunstein, Valuing Life: A Plea for Disaggregation, 54 DUKE L.J. 385,
390–91, 393 (2004); Revesz, supra note 40.
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EPA recently assessed the current state of research on
mortality-risk valuation, producing a new draft white paper and
141
soliciting input from its Science Advisory Board. The white
paper included an extensive discussion of valuation issues
specific to cancer risks, including a review of recent
comparisons of cancer and non-cancer risk values derived
142
through a variety of different analytic methods. The draft
emphasized the need for further study but proposed the use of a
50% “cancer differential” as a placeholder to account for
individual preferences for reducing cancer risks relative to other
health risks.143 This guidance, while preliminary, represents
another effort to incorporate new research and improve the
rigor of cost–benefit analysis.
In summary, in the relatively short period of time that the
Obama Administration has been in office, there has been a
flurry of activity that has had the effect of deepening the
executive branch’s commitment to cost–benefit analysis. The
Administration has continued the prior consensus in favor of
using cost–benefit analysis as an important norm for the
evaluation of regulation. But it has also gone further,
expanding the scope of cost–benefit analysis to include modern
behavioral insights and applying it in key areas like climate
change.
IV. INTEREST GROUPS AND THE FUTURE OF COST–BENEFIT
ANALYSIS
The analysis in Retaking Rationality of the dynamic
between protection-oriented interest groups and cost–benefit
analysis is now two years old. In that time, there have been
several important developments that have shifted, somewhat,
the traditional wariness with which such groups have
approached cost–benefit analysis. Most important has been the
embrace by the Obama Administration of both cost–benefit
analysis and an aggressive regulatory agenda, easing old fears
that the two are necessarily at odds. The financial collapse of
2008 and subsequent recession have also created a political
environment in which groups have incentives to emphasize the

141. Notification of a Public Meeting of the Environmental Economics Advisory
Committee Augmented for Valuing Mortality Risk Reductions, 75 Fed. Reg. 80,048,
80,049 (Dec. 21, 2010).
142. NAT’L CTR. FOR ENVTL. ECON., EPA, VALUING MORTALITY RISK REDUCTIONS
FOR ENVIRONMENTAL POLICY: SAB REVIEW DRAFT 20–26 (2010), available at
http://yosemite.epa.gov/ee/epa/eerm.nsf/vwAN/EE-0563-1.pdf/$file/EE-0563-1.pdf.
143. Id. at 25–26.
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economic value of their regulatory agendas. Many groups
responding to these changes have begun to use cost–benefit
analysis more robustly in their own advocacy and to engage
proactively in discussion over how cost–benefit analysis should
be done.
At the same time, other organizations and commentators
remain strongly opposed to regulatory review and cost–benefit
analysis.144 Consistent with the traditional paradigm, they
continue to look for evidence that OIRA review and cost–benefit
analysis have undercut stronger environmental or public health
protections.145 Interestingly, in several cases where they have
raised public cries against OIRA on specific regulatory issues, the
antiregulatory bias they complained about turned out to be a
mirage.
A. Promoting an Aggressive Regulatory Agenda with Cost–Benefit
Analysis
After taking office, the Obama Administration moved
quickly to reenergize regulatory agencies. The paradigmatic
example of the new direction of the Administration has been in
the area of environmental regulation by EPA, especially with
respect to greenhouse gas rules. Whereas the Bush
Administration had delayed any significant action on climate
change—even after Massachusetts v. EPA made clear that EPA
had both the authority and obligation to act146—the Obama
Administration has made several early moves to begin the
process of coming into compliance with the Supreme Court’s
ruling and to exercise its authority to regulate greenhouse
gases.147
A more aggressive approach to regulation has not been
limited to the area of greenhouse gas emissions. Rules on
144. See Lacayo, supra note 87 (voicing concerns that cost–benefit analysis can be
used to prevent regulation).
145. See id. (opining that cost–benefit analysis was previously used to stop protective
regulation).
146. Massachusetts v. EPA, 549 U.S. 497, 528–35 (2007).
147. See, e.g., Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate
Average Fuel Economy Standards, 75 Fed. Reg. 25,324 (May 7, 2010) (to be codified at 40
C.F.R. pts. 85, 86, and 600) (establishing greenhouse gas emission standards for light-duty
vehicles); Endangerment and Cause or Contribute Findings for Greenhouse Gases Under
Section 202(a) of the Clean Air Act, 74 Fed. Reg. 66,496 (Dec. 15, 2009) (to be codified at 40
C.F.R. ch. 1) (finding that atmospheric concentrations of greenhouse gases endanger public
health and welfare); Clean Air Act Permitting for Greenhouse Gas Emissions—Final Rules:
Fact
Sheet,
EPA
(2010),
http://www.epa.gov/nsr/ghgdocs/20101223factsheet.pdf
(summarizing six coordinated rules that implement a regulatory framework for greenhouse
gas permitting for stationary sources).
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interstate emissions of conventional pollutants (updating the
Bush-era Clean Air Interstate Rule that was overturned by the
D.C. Circuit), hazardous air pollutants, renewable fuel
standards, and coal-combustion waste have been either
proposed or adopted in the Administration’s first two years.148
Along with the major step on greenhouse gases, these moves
cumulatively represent a significant regulatory output from the
agency.
All of these regulatory actions have been carried out within
the confines of traditional regulatory review—they have been
accompanied by regulatory impact analyses and have passed
149
through OIRA review. Tellingly, the Administration has used
cost–benefit analysis as a key selling point for the new rules,
pointing out the net benefits of rules prominently in supporting
press materials and using them to counter arguments that the
new regulations would have negative overall economic impacts.150
In these ways, the Administration has shown that cost–benefit
analysis can be used to support a regulatory agenda that
substantially increases environmental and public-health
protections.

148. Regulation of Fuels and Fuel Additives: Modifications to Renewable Fuel
Standard Program, 75 Fed. Reg. 79,964 (Dec. 21, 2010) (to be codified at 40 C.F.R. pt. 80);
National Emission Standards for Hazardous Air Pollutants from the Portland Cement
Manufacturing Industry and Standards of Performance for Portland Cement Plants, 75 Fed.
Reg. 54,970 (Sept. 9, 2010) (to be codified at 40 C.F.R. pts. 60, 63); Federal Implementation
Plans To Reduce Interstate Transport of Fine Particulate Matter and Ozone, 75 Fed. Reg.
45,210 (Aug. 2, 2010) (to be codified at 40 C.F.R. pts. 51, 52, 72, 78, and 97); Disposal of Coal
Combustion Residuals from Electric Utilities, 75 Fed. Reg. 35,127 (June 21, 2010) (to be
codified at 40 C.F.R. pts. 257, 261, 264, 265, 268, 271, and 302).
149. See, e.g., View Rule: EPA/NHTSA Joint Rulemaking to Establish Light-Duty
Greenhouse Gas Emission Standards and Corporate Average Fuel Economy Standards,
OFFICE OF INFO. & REG. AFFAIRS, available at http://www.reginfo.gov/public/do/
eAgendaViewRule?pubId=201004&RIN=2060-AP58 (summarizing OIRA review of
EPA/NHTSA Light-Duty Standards); View Rule: Transport Rule (CAIR Replacement
Rule), OFFICE OF INFO. & REG. AFFAIRS, available at http://www.reginfo.gov/public/do/
eAgendaViewRule?pubId=201010&RIN=2060-AP50 (summarizing OIRA review of
Transport Rule).
150. See, e.g., Press Release, EPA, DOT, EPA Propose the Nation’s First
Greenhouse Gas and Fuel Efficiency Standards for Trucks and Buses: A Win for
Environment, Economy, and Energy Efficiency (Oct. 25, 2010), http://yosemite.epa.gov/
opa/admpress.nsf/e77fdd4f5afd88a3852576b3005a604f/9b3706622f4ac560852577c7005ea1
40!OpenDocument (“Overall, NHTSA and EPA estimate that the heavy-duty national
program would provide $41 billion in net benefits over the lifetime of model year 2014 to
2018 vehicles.”); Press Release, EPA, EPA Sets First National Limits to Reduce Mercury and
Other Toxic Emissions from Cement Plants (Aug. 9, 2010), http://yosemite.epa.gov/
opa/admpress.nsf/e77fdd4f5afd88a3852576b3005a604f/ef62ba1cb3c8079b8525777a005af9a5!
OpenDocument (“EPA estimates that the rules will yield $6.7 billion to $18 billion in
health and environmental benefits, with costs estimated at $926 million to $950 million
annually in 2013.”).
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At the same time, many protection-oriented groups have also
recently begun to use cost–benefit analysis more forcefully to
their advantage. One example came in the context of a rule to
expand protections for medical professionals who refuse to
provide certain kinds of care for reasons of conscience. In late
2008, the outgoing Bush Administration issued a series of
151
“midnight regulations” —a common practice for an exiting
president to leave one final stamp on the regulatory system.
Several of these rules were extremely controversial and, because
of the hurried nature of the regulatory development process,
were accompanied by inadequate support and analysis. One such
rule was issued by the Department of Health and Human
Services (HHS): “Ensuring That Department of Health and
Human Services Funds Do Not Support Coercive or
Discriminatory Policies or Practices.”152
The rule defined protections under the Church
Amendment,153 which was passed by Congress in 1973 in the
154
wake of Roe v. Wade and prohibited individuals or entities
receiving various forms of federal assistance from requiring their
employees to perform medical procedures that are “contrary to
155
[their] religious beliefs or moral convictions.”
The Bush
rulemaking defined various terms in the Act in relatively
expansive ways,156 which had the effect of potentially bringing a
larger number of procedures, and more categories of medical
personnel, under the protections of the Church Amendment.157
While the move was hailed by groups opposed to abortion,158
women’s health groups and others were quick to condemn the
rule for limiting access to reproductive health care services.159
151. REECE RUSHING, RICK MELBERTH & MATT MADIA, CTR. FOR AM. PROGRESS & OMB
WATCH, AFTER MIDNIGHT: THE BUSH LEGACY OF DEREGULATION AND WHAT OBAMA CAN
DO 3 (2009), available at http://www.americanprogress.org/issues/2009/01/pdf/
midnight_regulations.pdf.
152. Ensuring That Department of Health and Human Services Funds Do Not
Support Coercive or Discriminatory Policies or Practices, 45 C.F.R. § 88 (2009).
153. 42 U.S.C. § 300a-7 (2006).
154. Roe v. Wade, 410 U.S. 113 (1972); JODY FEDER, CONG. RESEARCH SERV.,
RS21428, THE HISTORY AND EFFECT OF ABORTION CONSCIENCE CLAUSE LAWS 2 (2005).
155. 42 U.S.C. § 300a-7 (2006).
156. Ensuring That Department of Health and Human Services Funds Do Not
Support Coercive or Discriminatory Policies, 45 C.F.R. § 88.2 (2009).
157. 42 U.S.C. § 300a-7 (2006).
158. Rob Stein, Rule Shields Health Workers Who Withhold Care Based on Beliefs,
WASH. POST, Dec. 19, 2008, at A10 (quoting David Stevens of the Christian Medical
Association as saying that “[t]hese regulations are needed, [and] do not change the law
but simply stop religious discrimination”).
159. Robert Pear, Protests over a Bush Rule to Protect Health Providers, N.Y.
T IMES, Nov. 18, 2008, at A14 (“The Ohio Health Department said the rule ‘could force
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This rule was adopted shortly after we founded Policy Integrity
and was one of the first matters that the new institute took up.
Responding to a request from the Center for Reproductive Rights,
Policy Integrity prepared an assessment of the cost–benefit analysis
160
that had been conducted by HHS in support of the rule. HHS had
declared the rule a “significant regulatory action” and, therefore,
the rulemaking was subject to the Executive Order’s requirements
for cost–benefit analysis.161 Our assessment found severe shortfalls
in the HHS analysis.162 Neither the costs nor the benefits of the rule
163
were adequately characterized. Most importantly, the negative
consequences of the rule were omitted, other than with respect to its
administrative requirements: the negative impacts on patients were
164
wholly ignored.
During the notice-and-comment rulemaking process, a
coalition of over fifty women’s health groups used our analysis as
165
the basis for public comments opposing the rule. These groups
included organizations like the American Civil Liberties Union
166
and Planned Parenthood. In addition to raising traditional
constitutional and rights-based objections to the regulation, these
groups relied on administrative law doctrine to argue that the
agency’s flawed cost–benefit analysis justified rejection of the
regulation.167
Worker safety organizations have also begun to engage in
methodological debates concerning cost–benefit analysis. In
November 2008, the Bush Administration issued a regulation
family planning providers to hire employees who may refuse to do their jobs’—a
concern echoed by Cecile Richards, president of the Planned Parenthood Federation of
America.”).
160. Inimai Chettiar, Huge Economic and Health Costs of New HHS Regulation
Dismissed, RH REALITY CHECK (Oct. 13, 2008, 8:00 AM), http://www.rhrealitycheck.org/
blog/2008/10/11/huge-economic-and-health-costs-new-hhs-regulation-dismissed.
161. Ensuring That Department of Health and Human Services Funds Do Not Support
Coercive or Discriminatory Policies or Practices, 73 Fed. Reg. 78,072, 78,093 (Dec. 19, 2008).
162. Memorandum from Inimai M. Chettiar & Michael A. Livermore, Inst. for the Study
of Regulation, to Janet Crepps, Deputy Dir., Ctr. for Reprod. Rights 4–6 (Sept. 16, 2008),
available at http://policyintegrity.org/documents/CRRcommentstoHHSwithISRMemo.pdf?/
projects/documents/CRRcommentstoHHSwithISRMemo.pdf.
163. Id. at 5–6.
164. Letter from Ctr. for Reprod. Rights et al. to Dep’t of Health & Human Servs.
1–2 (Sep. 25, 2008), available at http://policyintegrity.org/projects/documents/
CRRcommentstoHHSwithISRMemo.pdf (including as an appendix a memo from the
Institute for the Study of Regulation, now the Institute for Policy Integrity).
165. Id. at 12.
166. Letter from Planned Parenthood et al. to Office of Info. & Regulatory Affairs (Nov.
17, 2008), available at http://www.aclu.org/files/images/asset_upload_file250_37785.pdf.
167. Letter from Ctr. for Reprod. Rights et al. to Dep’t of Health & Human
Servs., supra note 164, at 2 (including as an appendix a memo from the Institute for the
Study of Regulation, now the Institute for Policy Integrity).
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allowing truckers to spend longer hours behind the wheel.168
Public Citizen and a coalition of health and union organizations
filed suit against the Department of Transportation,
challenging the deregulation. Public Citizen concurrently
approached Policy Integrity to evaluate the rule’s underlying
cost–benefit analysis. Policy Integrity subsequently filed an
amicus brief in the case, highlighting that the agency’s cost–benefit
analysis failed to consider driver health or the industry’s ability
to mitigate compliance costs.169 After identifying numerous flaws
in the underlying analysis, the brief concluded that the court
should reject the regulation because it was based on an arbitrary
and capricious analysis.
In the environmental area, Policy Integrity has worked
with the National Wildlife Federation (NWF) on flood insurance
policy.170 NWF has long been concerned that the National Flood
Insurance Program, a government-subsidized program to
provide flood insurance to homeowners and businesses located
in flood plains, encourages development in environmentally
sensitive areas.171 From an economic perspective, insurance
subsidies can be expected to result in inefficient behavior,
compounding moral hazards to shift risks away from
individuals and businesses in the best position to avoid costs
associated with natural disasters. NWF was also interested in
whether the flood insurance program primarily benefits
relatively wealthy homeowners—for example, owners of second
homes in risk-prone coastal regions.
Policy Integrity helped team NWF with economists from
Resources for the Future and several other research institutions,
building a long-term project to collect data on the flood insurance
program, study its impact on development incentives, and assess
the distributional impacts of the program. In addition, using
existing data on claims and coverage, Policy Integrity conducted
an initial assessment of the distribution of benefits from the
program, finding a U-shape distribution: at the county level,

168. Hours of Service of Drivers, 49 C.F.R. § 395 (2009).
169. Brief for Inst. for Policy Integrity et al. as Amici Curiae Supporting Petitioners,
Pub. Citizen v. Fed. Motor Carrier Safety Admin. 2006 U.S. App. LEXIS 12533 (D.C. Cir.
May 8, 2006) (No. 09-1094), available at http://policyintegrity.org/documents/
Amici_Brief_for_Petitioner_9-11-09_-_FILED.pdf.
170. Inst. For Policy Integrity, Flooding the Markets, http://policyintegrity.org/what-we-do/
case-study/flooding-the-markets (last visited Jan. 9, 2011) (describing the collaboration
between IPI and NWF).
171. Nat’l Wildlife Found., Coast and Floodplain Protection, http://www.nwf.org/
Global-Warming/Policy-Solutions/Wildlife-and-Habitate/Coast-and-Floodplain-Protection.aspx
(last visited Jan. 9, 2011).
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relatively wealthy and relatively less wealthy people were most
likely to benefit from the program, with counties in the middle
least likely to benefit.172 This effect occurs because in normal years,
the program tends to benefit relatively more wealthy areas, but
during major loss events, like Hurricane Katrina, counties at the
lower end of the income spectrum are more likely to benefit.173
An area where cost–benefit analysis can help forge coalitions
between traditionally conservative groups and progressive
organizations is in the context of criminal justice reform. Building
on scholarship conducted by Professor Rachel Barkow, among
others, advocacy organizations with a variety of backgrounds have
recognized that cost–benefit analysis can be used to rein in
wasteful spending in the area of criminal justice, where
incarceration or other state expenditures produces little result in
terms of public safety or reduced violence.174 By focusing
government resources on those interventions that deliver the
greatest public benefit at the lowest expense, cost–benefit analysis
can provide a much-needed corrective to criminal justice
expenditures that pose a significant drag on state budgets. The
introduction of risk-analysis, evidence-based decisionmaking, and
indicators for evaluation—all core elements of cost–benefit
analysis—can help rationalize criminal justice policy. Policy
organizations and advocacy groups like the Pew Center on the
States and the Vera Institute are helping to educate policymakers
and the public about the potential to increase the effectiveness of
the criminal justice system while cutting costs.175 Research by
Policy Integrity has stressed that federal rulemakings on prisoner
safety must consider the benefits of avoided recidivism, litigation,
and health care costs alongside the costs of compliance.176
172.
J. Scott Holladay & Jason A. Schwartz, Flooding the Market: The Distributional
Consequences of the NFIP 3 (Inst. for Policy Integrity, Policy Brief No. 7, 2010), available
at http://policyintegrity.org/files/publications/FloodingtheMarket.pdf.
173. Id.
174. See Rachel E. Barkow, Federalism: Our Federal System of Sentencing, 58 STAN. L.
REV. 119 (2005) (noting the burden on federal courts created by expanding federal criminal
law, as well as the overlap of federal and state crimes); Darryl K. Brown, Cost–Benefit
Analysis in Criminal Law, 92 CAL. L. REV. 323, 341, 352 (2004) (observing the
“substantial costs of government action” and inadequate valuation of interests in the
criminal justice system, as well as the “poor priority setting in crime prevention policy”).
175. Public
Safety
Performance,
PEW
CTR.
ON
THE
STATES,
http://www.pewcenteronthestates.org/initiatives_detail.aspx?initiativeID=31336; Cost–Benefit
Analysis Unit, VERA INST. OF JUSTICE, http://www.vera.org/centers/cba.
176. See, e.g., Memorandum from Elizabeth F. Pienaar & Jennifer S. Rosenberg, Inst.
for Policy Integrity, to Dep’t of Justice & Office of Info. & Reg. Affairs (Sept. 10, 2010),
available at http://policyintegrity.org/documents/PREA_Memorandum_September_2010.pdf
(“[The Prison Rape Elimination Act’s] directive . . . obliges the Department to give due
consideration to all costs and benefits . . . .”).
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A final example of protection-oriented groups engaging in
discussions over how best to conduct cost–benefit analysis arose
in the context of the development of the social cost of carbon. As
discussed above, this extensive interagency process took place
over the course of several months. Drafts of the final guidance
were released during the development of two rules with
greenhouse-gas impacts: one concerning energy-efficiency
standards for vending machines and the other on fuel-efficiency
177
requirements for automobiles.
Several of the major environmental organizations submitted
substantive comments on how the social cost of carbon should be
set and how it should be used during regulatory decisionmaking.
Two sets of comments were particularly detailed and significant,
coming from the Environmental Defense Fund (in collaboration
with Policy Integrity)178 and the Natural Resources Defense
Council.179 These are among the most important environmental
groups in the country, and their comments touched on a range of
central questions: the kinds of discount rates to use; how equity
should be considered; and mechanisms for incorporating
catastrophic risk into the value. While not all of their suggestions
were heeded, the participation of these groups in the process to
try and improve how cost–benefit analysis weighs regulatory
alternatives is significant.
B. Old Habits Die Hard
At the same time that these projects show some changes
in how protection-oriented advocacy organizations approach
cost–benefit analysis, there continue to be significant voices that
oppose its use. Such opponents have called attention to several
instances where there have been perceived moves by OIRA or
OMB to scale back or undermine regulations using the vehicle of
cost–benefit analysis. Upon closer examination, however, these
controversies have turned out to be largely illusory.
In May 2009, a variety of news agencies picked up the story
that OMB was highly critical of EPA’s “proposed finding that

177. INTERAGENCY WORKING GRP. ON SOC. COST OF CARBON, supra note 126, at 4;
Energy Conservation Program: Energy Conservation Standards for Refrigerated Bottled
or Canned Beverage Vending Machines, 74 Fed. Reg. 44,913, 44,914–15 (Aug. 31, 2009)
(to be codified at 10 C.F.R. pt. 431); Passenger Automobile Average Fuel Economy
Standards, 49 C.F.R. § 531 (2009).
178. Letter from Revesz & Keohane, supra note 134.
179. Letter from Laurie T. Johnson, Chief Economist, Natural Res. Def. Council,
Climate Ctr., to EPA & Nat’l Highway Traffic Safety Admin. (Nov. 27, 2009), available at
http://www.regulations.gov/#!documentDetail;D=EPA-HQ-OAR-2009-0472-7530.
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greenhouse gases endanger public health and welfare.”180 The
initial story, written by Dow Jones reporter Ian Talley181—which
may have been kindled by a blog post from an advocate at OMB
Watch, an organization with strong views against regulatory
review182—was based on an undated and unsigned government
memo originating from OMB, claiming that EPA’s finding “was not
based on a systematic analysis of costs and benefits and fell short
of scientific rigor.”183 This perceived attack by OMB on EPA’s efforts
to regulate carbon dioxide emissions generated suspicion of
inconsistency within the Obama Administration and spurred
several attacks against OMB for undercutting the Administration’s
position on greenhouse gas emissions.184 Ultimately Peter Orszag,
185
then director of OMB, responded with a posting on his blog. As
Orszag clarified, the comments stemmed from an interagency
memo, consisting of a collection of “disparate comments from
different agencies” that “do not necessarily represent the views of
either OMB or the Administration.”186 In fact, the comment came
from a staffer in the Small Business Administration.187
Another example of premature (and ultimately unfounded)
antiregulatory accusations dealt with OMB’s valuations in an
EPA rule on vehicle fuel efficiency. Several environmental groups
claimed that OMB had skewed “cost–benefit analysis in a way
that would undermine the final fuel economy and greenhouse gas
rules . . . [and] undermin[e] historic clean vehicle standards.”188
While administrations typically discount by 3–7% the benefits of
future actions, the letter claimed that OMB urged for “high

180. John M. Broder, E.P.A.’s Greenhouse Gas Proposal Critiqued, Blog Post on
Green: A Blog About Energy and the Environment, N.Y. TIMES (May 12, 2009, 2:39 PM),
http://green.blogs.nytimes.com/2009/05/12/epas-greenhouse-gas-proposal-critiqued/.
181. Ian Talley, EPA Chief Says CO2 Finding May Not ‘Mean Regulation,’ WALL ST.
J. (May 13, 2009), http://online.wsj.com/article/SB124214922088511421.html.
182. David Roberts, Final (Ironic) Notes on the Fake “OMB Memo” Story, GRIST (May
13, 2009, 5:39 PM), http://www.grist.org/article/2009-final-ironic-notes-on-the-fake-omb-me.
183. John M. Broder, Document Is Critical of E.P.A. on Clean Air, N.Y. TIMES, May
12, 2009, at A19.
184. For further explanation of the events, see David Roberts, ‘Obama White House’
Not Challenging EPA Endangerment Finding, GRIST (May 12, 2009, 2:09 PM),
http://www.grist.org/article/2009-05-12-omb-epa-endangerment-finding/;
A.
Siegel,
Semantically Correct . . . Entirely Misleading, HUFFINGTON POST (May 12, 2009, 5:48
PM), http://www.huffingtonpost.com/a-siegel/semantically-correct-enti_b_202613.html.
185. Peter Orszag, Clearing the Air, WHITEHOUSE.GOV (May 12, 2009, 3:45 PM),
http://www.whitehouse.gov/omb/blog/09/05/12/ClearingtheAir/.
186. Id.
187. See Roberts, supra note 182.
188. Letter from Am. Council for Energy Efficient Econ. et al., to Peter Orszag, Dir.,
Office of Mgmt. & Budget (Mar. 19, 2010), available at http://www.safeclimatecampaign.org/
sites/default/files/Letter%20to%20OMB%203-19-2010.pdf.
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discount rates of 20, 35, and 50 percent.”189 In a newspaper report
of the incident, an environmental advocate was quoted stating
that OIRA was “the viper in the bosom of the Obama
190
administration.”
In reality, the comments arose from an interagency review,
which (like the greenhouse gas issue) means that the comment
191
could have come from any agency in the federal government.
An e-mail from Cass Sunstein the following day included benefits
calculated using discount rates ranging from 3–7%—and made
no mention of any higher discount rates.192 The accusations that
OMB was exhibiting antiregulatory bias were ultimately entirely
193
unfounded.
A third example involves accusations that OIRA is biased
toward industry and trade associations, as evidenced by the
greater number of meetings they hold with such groups relative
194
to advocacy groups and unions. OIRA has had approximately
eight times as many meetings with industry representatives
since President Obama has taken office.195 However, since OIRA
has a policy of taking meetings requested to discuss regulations
196
under review, the number of meetings held with OIRA is
merely an indication of who is making requests and not any
underlying administrative policy or bias.
189. Id.
190. Juliet Eilperin, OMB Questions Fuel-Economy Benefits, W ASH . P OST (Mar.
19,
2010),
http://views.washingtonpost.com/climate-change/post-carbon/2010/03/
omb_questions_fuel-economy_benefits.html (quoting Dan Becker, Director of the Safe
Climate Campaign for the Center for Auto Safety).
191. See Roberts, supra note 182 (explaining that during interagency review, every
federal department and agency is eligible to submit feedback on EPA’s draft finding).
192. E-mail from Cass Sunstein, Adm’r, Office of Info. & Regulatory Affairs, to Lisa
Heinzerling (Sept. 12, 2009, 11:17 AM), available at http://www.regulations.gov/
#!documentDetail;D=EPA-HQ-OAR-2009-0472-4139 (follow “PDF” hyperlink).
193. For more analysis of this issue, see Michael A. Livermore, No, Peter Orszag Is
Not Declaring War on Green Regulations, NEW REPUBLIC (Mar. 24, 2010, 2:38 PM),
http://www.tnr.com/blog/the-vine/no-peter-orszag-not-declaring-war-environmental-regs.
194. One example involves the meetings between EPA and industry over coal-ash
waste. See, e.g., Matthew Madia, OIRA Meetings Stir Controversy over Coal Ash
Regulation, OMB W ATCH (Jan. 11, 2010), http://www.ombwatch.org/node/10684
(documenting that industry and private-interest representatives opposed to coal ash
regulation met with OIRA nineteen times, while environmental advocates met with
OIRA only four times); Neil King Jr. & Rebecca Smith, White House, EPA at Odds
over Coal-Waste Rules, WALL ST. J., Jan. 9, 2010, at A6 (noting that Cass Sunstein’s
office held almost twenty meetings with industry representatives regarding coal ash).
195. The list of all meetings held by OIRA is provided on their website at
http://www.whitehouse.gov/omb/oira_meetings/. See Michael A. Livermore, Is It a Problem
That More Industry Groups Are Meeting with Key Regulatory Officials than Enviros?,
GRIST (Mar. 8, 2010, 6:25 PM), http://www.grist.org/article/2010-03-08-is-it-a-problemthat-industry-groups-are-meeting-with-regulators.
196. Livermore, supra note 195.
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An example of substantive concern over OIRA’s role in the
rulemaking process involved the modification of EPA’s desired
pollution standard for roadside monitors of nitrogen dioxide.
OMB advocated changing EPA’s population threshold from
350,000 to 500,000 based on an economic review of the
standard. Initially, EPA disagreed with OIRA over the proposed
197
change and concerns were raised that this was another example
of OIRA using cost–benefit analysis to pursue a deregulatory
agenda.198 However, further press scrutiny showed that OIRA did
not generate the concern over the monitoring, but was calling
attention to comments raised by states.199 The final regulation
settled on OMB’s desire for a population threshold of 500,000.200
According to Gina McCarthy, the assistant administrator of EPA’s
Office of Air and Radiation, this interchange between EPA and
OMB actually resulted in “design[ing] the monitoring system in a
201
better way than [EPA] proposed.”
V. A BRIEF REPLY TO PROFESSORS KYSAR AND VOLOKH
The comments presented by Professors Kysar and Volokh
help crystallize some of the arguments made in this Address. We
deal here only with two principal matters.
A. Progressives and Libertarians
We are encouraged by the divergent reactions of the two
commenters on the relationship between interest groups and
cost–benefit analysis. The commentators accept the core
propositions of our approach: that cost–benefit analysis is here
to stay, which is why having this colloquy is important, and
that cost–benefit analysis can be a significant tool for
protection-oriented advocacy groups.
Professor Kysar accepts our view that protection-oriented
groups should engage in methodological discussions concerning

197. E-mail from Lisa Heinzerling, Assoc. Adm’r, EPA, to Dominic Mancini,
Economist, Office of Info. & Regulatory Affairs (Jan. 20, 2010, 11:04 AM), available at
http://www.regulations.gov/#!documentDetail;D=EPA-HQ-OAR-2006-0922-0708
(follow
“PDF” hyperlink) (“EPA does not support the alternative threshold . . . .”).
198. Matthew Madia, White House Meddling in EPA Rule on Air Pollution Monitors,
OMB WATCH (Jan. 28, 2010), http://www.ombwatch.org/node/10733.
199. Brad Johnson, EPA Official: OMB Involvement in NO2 Standard Was a
‘Significant Win’ for Public Health, WONK ROOM (Feb. 12, 2010, 1:06 PM),
http://wonkroom.thinkprogress.org/2010/02/12/epa-omb-no2-win/.
200. Primary National Ambient Air Quality Standards for Nitrogen Dioxide, 75 Fed.
Reg. 6474, 6509 (Feb. 9, 2010) (to be codified at 40 C.F.R. pts. 50, 58).
201. Johnson, supra note 199.
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cost–benefit analysis.202 He is a member of the Center for
Progressive Reform,203 an organization that has traditionally
been extremely skeptical of cost–benefit analysis and opposed to
204
But Professor Kysar
its use in the regulatory process.
understands—and we would like to think that our work had a
role in persuading him—that it would be strategically unwise
for environmental groups to absent themselves from the
discussion of how federal agencies should conduct cost–benefit
analysis.205
Professor Kysar notes: “[A]ssuming Livermore and Revesz
are correct that cost–benefit analysis is here to stay—and this
Author has no reason to doubt their prediction—then proponents
of environmental, health, and safety regulation would do well to
start talking the talk as best they can.”206
He believes, however, that environmental groups should
pursue a mixed strategy. He explains: “Ultimately, what appears
most sensible is that some segments of the environmental,
health, and safety advocacy community follow Livermore and
Revesz’s advice and become adept at playing the cost–benefit
game in hopes of upsetting the current dynamic, which heavily
favors regulated entities.”207 But he adds: “Other segments,
however, should continue to speak different truths to those same
208
powers.”
In contrast to the “‘cool’ language of costs and
benefits,” these groups should continue to use “‘hot’ languages,
such as religion and morality.”209 We agree with Professor Kysar
that as long as some protection-oriented groups participate
robustly in cost–benefit debates, a mixed strategy of this type
might, indeed, be most effective.
Professor Volokh candidly acknowledges that libertarians
have traditionally supported cost–benefit analysis because they

202. Douglas A. Kysar, Commentary, Politics by Other Meanings: A Comment on
“Retaking Rationality Two Years Later,” 48 HOUS. L. REV. 43, 71 (2011).
203. Id. at 43 (unnumbered footnote).
204. Cost–Benefit Analysis: Over-Reliance on a Flawed Approach, CENTER FOR
PROGRESSIVE REFORM, http://www.progressivereform.org/costBenefit.cfm (last visited
Mar. 16, 2011) (“CPR’s Member Scholars have written extensively on the many
methodological and conceptual deficiencies built into the way cost–benefit analysis is
applied to regulations aimed at protecting the health, safety and the environment. The
distortion and over-reliance on cost–benefit analysis is just one of several problems with
the way the White House Office of Management and Budget (OMB) exercises its control
over the federal regulatory process.”).
205. See Kysar, supra note 202, at 43–44.
206. Id. at 76.
207. Id. at 48.
208. Id.
209. Id at 47.

Do Not Delete

38

4/13/2011 7:17 PM

HOUSTON LAW REVIEW

[48:1

assumed that it would lead to less regulation: “Free-market
advocates have mostly gone along with cost–benefit analysis
because of a belief that it would serve as a brake on
regulation.”210 He suggests that libertarians rethink their view,
recognizing that cost–benefit analysis could well point in the
direction of more stringent regulation: “If Dean Revesz is
right—if cost–benefit analysis, neutrally applied, can easily be
proregulatory—perhaps
natural-rights
libertarians
should
reconsider their tolerance of cost–benefit analysis and focus more
on making their case for deregulation in moral terms.”211 Volokh
goes on to say that the support of libertarians for cost–benefit
analysis was a “marriage of convenience” that libertarians
212
might need to “rethink.”
In summary, our argument appears to have had the effect of
shifting the response toward cost–benefit analysis across the
political spectrum. As the comments reveal, progressives appear
to be coming to understand its usefulness and, conversely,
libertarians are seeing its dangers. We regard these
developments as extremely salutary.
B. Justifying Cost–Benefit Analysis
Neither Retaking Rationality nor this Address purport to
provide a sustained defense of the use of cost–benefit analysis
in the regulatory process. Instead, the core of our argument is
far narrower. We maintain that cost–benefit analysis is likely to
continue playing a key role in the review of federal regulations
and, therefore, that the failure of protection-oriented groups to
engage in methodological discussions is shortsighted and has
had pernicious effects. Nonetheless, Professor Kysar and Volokh
both raise significant criticisms against cost–benefit analysis.213
They appear to be presented as criticisms of our work, though
instead they should be read as criticisms of the key regulatory
decision of every President of the United States in the last
thirty years.
In the coming years, we may provide a sustained defense of
the use of cost–benefit analysis as a means of evaluating
regulation, but we can respond briefly now to some of the
commenters’ arguments. Professor Volokh devotes considerable

210. Alexander Volokh, Commentary, Rationality or Rationalism? The Positive and
Normative Flaws of Cost–Benefit Analysis, 48 HOUS. L. REV. 79, 80 (2011).
211. Id. at 80–81.
212. Id. at 97.
213. Kysar, supra note 202, at 66–76; Volokh, supra note 210, at 84–88.
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attention to raising questions about valuing environmental
benefits using the contingent valuation methodology (CVM).214
This technique is based on surveys in which the interviewee
values environmental resources in the abstract; the valuation
decision has no consequence in that the interviewee never has to
pay anything for protecting such resources. The hypothetical
nature of the inquiry does raise significant concerns. Of course,
CVM is not the major or preferred technique for valuing
environmental resources. The other significant technique, the
revealed preference method, relies on actual valuations observed
in markets and therefore does not exhibit the shortcomings that
Professor Volokh attributes to CVM.215 Moreover, despite the
acknowledged shortcomings of CVM, the methodology received
the cautious endorsement of a blue-ribbon panel established by
the National Oceanic and Atmospheric Administration, chaired
by Nobel Prize-winning economists Kenneth Arrow and Robert
Solow, and composed of some of the country’s leading
economists.216
Provocatively, Professor Volokh takes issue with our
example of the ancillary benefits of carbon monoxide
reductions in the form of a smaller number of suicides by
individuals leaving their cars running in their garages. He
sees governmental measures designed to reduce suicides as an
affront on individual autonomy, rather than as beneficial.217
But the very same source on which he relies for this
proposition, in the very same section, casts serious doubt on
his argument: “A person's choice to undertake suicidal behavior
may not be a reflection of her true self and her self-inflicted
death could be an act that she would, in calmer and clearer
218
moments, recoil at.” The source goes on to point out that
“there are numerous factors that may compromise a person's
rational autonomy and hence make the decision to engage in
suicidal behavior not a reflection of one's considered values or
aims.”219 Further, it explains that “[p]articularly worrisome is

214. See Volokh, supra note 210, at 84–87.
215. See REVESZ & LIVERMORE, supra note 1, at 48–49 (noting that valuations are
derived from actual market transactions).
216. See id. at 128–29 (“The panel recommended that stated-preference studies
continue to be used to estimate existence value, provided that they were designed
properly and were understood to be the result of an imperfect measuring process.”).
217. See Volokh, supra note 210, at 88–89 (reasoning that a determination of what
constitutes a cost and a benefit varies based on who is making the analysis).
218. Suicide, in STANFORD ENCYCLOPEDIA OF PHILOSOPHY § 3.6 (rev. Jul. 29, 2008),
http://plato.stanford.edu/entries/suicide/.
219. Id.
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the evident link between suicidal thoughts and mental
illnesses such as depression.”220
In turn, Professor Kysar takes issue with two of the
Obama Administration’s decisions, dealing with the regulation
of coal ash and with the determination of the social cost of
221
carbon, the latter of which we discuss above. He complains
that EPA determined not to regulate coal ash as a hazardous
waste based on studies of the negative effects of the stigma
that could come from such a determination, despite the low
likelihood of such a stigma scenario.222 We wholeheartedly
agree with Professor Kysar. In fact, Livermore has filed
comments on behalf of Policy Integrity taking issue with EPA’s
stigma argument.223
Similarly, Professor Kysar takes issue with a number of
steps in the Obama Administration’s study on the social cost of
carbon, particularly the use of a discount rate to reduce the
224
benefits that accrue to future generations. Here, too, we agree
with Professor Kysar. As Professor Kysar notes, Dean Revesz
has written extensively about this issue, criticizing the
225
standard discounting models. We are quite certain that the
best approach for dealing with these problems is to engage in
the details, as Professor Kysar has done, rather than to rail
against the evils of cost–benefit analysis. Our argument that
the Obama Administration has deepened the use of cost–benefit
analysis in the administrative state should be read as a
descriptive claim, not an evaluative claim. We are certain that
its methodological decisions, like those of prior administrations,
can be improved upon through sustained scrutiny.
VI. CONCLUSION
After two years, the arguments in Retaking Rationality have
held up well and, if anything, have even more relevance today. It
is worth considering what those two years have taught us. With
220. Id.
221. See supra text accompanying notes 126–128.
222. See Kysar, supra note 202, at 52–56 (concluding that empirical evidence for the
stigma effect is “surprisingly thin”).
223. See, e.g., Letter of Michael Livermore et al., Inst. for Policy Integrity, to EPA
(Nov. 19, 2010), available at http://policyintegrity.org/documents/Policy_Integrity_
Final_Comments_on_Coal_Ash.pdf (describing EPA’s presentation of the “‘stigma’
scenario” as “misleading and inaccurate”).
224. Kysar, supra note 202, at 57.
225. See Richard L. Revesz & Matthew R. Shahabian, Climate Change and Future
Generations, 84 U.S.C. L. REV. (forthcoming 2011); Revesz, supra note 40, at 998
(describing discount models as “ethically compromised”).
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the election of Barack Obama to the presidency, and his
subsequent moves to maintain regulatory review and place Cass
Sunstein in charge of OIRA, it is even clearer that cost–benefit
analysis is here to stay. Interest groups not traditionally
associated with cost–benefit analysis, from environmentalists to
advocates for the rights of women and criminal defendants,
have begun to take up the charge of using cost–benefit analysis
in their advocacy. Many of these organizations are now working
to improve the process of calculating costs and benefits, rather
than arguing that it cannot and should not be done. Where
groups have clung to the traditional position that cost–benefit
analysis is always opposed to aggressive regulation, a small
amount of investigation shows that, for the past two years, they
have largely been boxing with shadows. While it may be
impossible to prove conclusively, we continue to believe that as
protection-oriented interest groups begin to participate in a
robust way in conversations over cost–benefit analysis, they will
help balance a conversation that has traditionally tilted in one
direction and, in the process, help improve a methodology and
institutional structure that will be with us for a long time to
come.

