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Social and Rehabilitation Service, United States Department of Health, Cost- benefit analysis involves the use of theo-
ries and models designed to tell us why.

The property value went up because of the benefits of the time saving and the reduced risks. There is
considerable antipathy in the general public to the idea of placing a dollar value on human life. The marginal
benefit will decline with the amount consumed just as the market price has to decline to get consumers to
consume a greater quantity of the commodity. Consumers will increase their consumption of any commodity
up to the point where the benefit of an additional unit marginal benefit is equal to the marginal cost to them of
that unit, the market price. By taking the sum of each user's willingness to pay, Dupuit illustrated that the
social benefit of the thing bridge or road or canal could be measured. Decision Criteria for Projects If the
discounted present value of the benefits exceeds the discounted present value of the costs then the project is
worthwhile. Principles of Cost Benefit Analysis One of the problems of CBA is that the computation of many
components of benefits and costs is intuitively obvious but that there are others for which intuition fails to
suggest methods of measurement. If there are more than one mutually exclusive project that have positive net
present value then there has to be further analysis. For example, if a program can demonstrate that it led to a
10 percent reduction in out-of-home care services, it can attach a value to those services to determine the
program's monetary benefit. Using cost-effectiveness analysis is less laborious and time-consuming, since it
does not involve the monetization of outcomes which can be difficult in some cases. For example, a project
may provide for the elderly in an area a free monthly visit to a doctor. For example, when an improved
highway reduces travel time and the risk of injury the value of property in areas served by the highway will be
enhanced. Economists recognize that it is impossible to fund every project which promises to save a human
life and that some rational basis is needed to select which projects are approved and which are turned down.
Or, regulatory analysis with traditional CBA could be supplemented by a social welfare function-based
analysis. Other chapters review the burgeoning empirical literature on happiness, or focus on the measurement
of well-being. Government guidebooks for the application of CBA to public policies include the Canadian
guide for regulatory analysis, [21] the Australian guide for regulation and finance, [22] and the US guides for
health-care [23] and emergency-management programs. If they were indifferent between the two choices they
would have revealed that the value of their time to them was exactly 10 cents per minute. By this I mean that
if an interpersonally comparable utility measure corresponding to the theory can be constructed, outcomes can
be conceptualized as vectors of utilities of that sort. The choice of the appropriate interest rate to use for the
discounting is a separate issue that will be treated later in this paper. NATA was first applied to national road
schemes in the Roads Review, and was subsequently rolled out to all transport modes. A dollar available five
years from now is not as good as a dollar available now. The value of that benefit to an elderly recipient is the
minimum amount of money that that recipient would take instead of the medical care. This is not valid for
several reasons. This is the standard view of well-being in welfare economics, and its adoption aligns the
social welfare function approach more closely with CBA, which of course also revolves around preferences.
List alternative actions.


