
1 OPPORTUNITY COST

Thomas Malthus was a nineteenth-century economist who
believed that population would always grow more rapidly than food
production, thus dooming people to poverty. His economics was called
“dismal” by Thomas Carlyle. Economics is still something of a dismal
science, though not for the original Malthusian reasons. As the Nobel
laureate Kenneth Arrow noted, the economist’s frequent job is to say:
“This or that, not both. You can’t do both.”1

There is much talk these days of government programs that do
not achieve their objectives. The economist, however, sees a bittersweet
quality in even those programs that do achieve their objectives. The
crowd at the ground-breaking for the new community recreation center
finds it a happy occasion that will soon make available wholesome
sports for the young and community-building opportunities for senior
citizens. The economist broods: “Yes, but by spending the money here
and not elsewhere, we give up the remedial reading program that might
raise low-income students’ test scores a full grade, and the new public
park in the underserved north end of town. And what about the recre-
ational opportunities that local families might enjoy if the tax dollars to
pay for this center were left in their pockets?”

Economists are sometimes defined as those who “know the
price of everything and the value of nothing.” In their defense, they
point out that a concern with prices or costs is really a concern with
values. Our brooding economist was worrying about recreation center
costs because he cared about slow-learning children and recreation
opportunities in the low-income part of town. Added costs leave us

https://doi.org/10.1017/9781108991421.003 Published online by Cambridge University Press

https://doi.org/10.1017/9781108991421.003


with fewer resources available to pursue values in other policy areas. In
other words, whenever the costs of one program increase, the expend-
itures on and benefits obtained from some other program or from
private expenditures decrease.

This is the idea of opportunity cost: the understanding that
spending and regulatory decisions that use scarce resources or require
their use incur costs in terms of forgone alternatives elsewhere. This idea
seems so obvious that one can wonder why it is worth discussing.
Anyone who has purchased less expensive food at the grocery store in
order to pay the rent on time certainly knows something about oppor-
tunity cost in the family context.

As I write the revisions to this chapter, in August 2020, a major
opportunity cost situation confronts all parts of the country with regard
to Covid-19. Take the issue of in-person versus virtual school learning.
Children don’t learn as much when they are not in the classroom, and
their socialization also suffers. But, if they are in the classroom, they will
be more likely to be infected with Covid-19. Moreover, with in-person
instruction, infections are more likely to spread to other children and
teachers, parents and any grandparents living at home.

Howmany infections could be prevented by changes in schools’
classrooms and routines? How great would be the loss of income in
single- and two-working-parent families if someone had to be home
with children who were learning online? A variety of partial solutions
exist for every Covid-19 complication, and opportunity cost defines the
costs incurred, or what we sacrifice, in forgoing alternative options.
With Covid-19, most citizens’ well-being will be affected by any deci-
sion that is reached. It is rare for a public policy decision to affect so
many people in such a clear and major way.

Some time ago, a high-ranking city administrator in Virginia
described his jurisdiction’s recreation policy as follows: “We give pri-
mary consideration to the public welfare, but cost considerations are
also important.” Economists worry about this sort of formulation
because it suggests that costs are something other than public welfare
forgone in other public programs and in the private sector.

For 60 years output and employment in the textiles and apparel
industries have been hemorrhaging in the United States. At the same
time, firms in these industries have spent very little on new plants and
equipment. Economists do not think these facts are prima facie evidence
of poor industrial management. Textiles and apparel firms hire large
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numbers of unskilled laborers, and the wages of unskilled laborers here
are dramatically higher than in many developing countries. Our firms
cannot compete with foreign competitors in these industries, so it is
smarter for the nation to specialize in what it is comparatively good at
producing, such as making airplanes, and let China and Bangladesh
make the T-shirts.

The opportunity cost to society of taking from expanding
industries the scarce investment capital needed to modernize declining
textile and apparel industries is likely to be so high that the use of
antiquated machinery by declining firms is perfectly efficient.
Declining industries are always a sorry sight. Individuals who have
not studied economics tend to blame the plight of such industries on
their antiquated equipment and on the shortsighted management
responsible for it. Economists see the equipment as the effect rather
than the cause of the industry’s decline.

The economically correct response to steadily declining demand
is to continue to operate with existing equipment as long as the firm
can cover its variable costs of production. That is, if a company can
cover its variable costs, any additional revenue it generates can be used
to pay off fixed costs, such as paying off loans, which must be paid
whether the firm is operating or not. It should rarely replace old equip-
ment. To modernize equipment with high capital costs would make the
firm’s plight worse, because costs would rise in the face of declining
demand and prices.2

Even within the same firm a product might be made with
advanced technology in one country but not another. The relative
opportunity cost of labor and capital still matters. In less developed
countries, capital is scarce and labor is abundant. Thus, David Autor, an
economist at the Massachusetts Institute of Technology (MIT), notes
that Nissan uses robots heavily when producing cars in Japan but relies
more on cheap local labor at plants in India.3

Opportunity cost reminds us that we should always think about
costs, but it also tells us that the costs relevant to decisions are those
that are connected to opportunities. Money already spent and resources
already used are “sunk costs.” They cannot be recovered, so they have
no economic relevance for current decisions. As they say, it’s no use
crying over spilt milk.

But one sometimes hears people say of a government project
that too much has been invested to back out. For example, in 1971
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Congressman Tom Steed (D-Okla.) said of the proposed American
supersonic transport (SST) airplane: “It is a strange thing why some
want to stop now. I ask the question: ‘If we stop now, who will benefit?’
Certainly not the people, for they are going to be stuck for
$1.1 billion.”4 The economist responds: “They will be stuck either
way. We should ask if benefits will exceed additional, controllable
costs. If not, don’t send good money after bad.”

Economists are convinced that few outside their profession
truly grasp the significance of opportunity costs. Thus, University of
Wisconsin’s Burton Weisbrod has said of his former role in the public
policy process, “That which we have to offer is fundamentally very
simple and second nature to economists but not to others, and I think
it’s essentially the notion of opportunity costs.”5 Controversial govern-
ment-funded infrastructure and transportation projects, many of which
I will describe below, offer the perfect lens throughwhich to explore this
idea further.

Engineers versus Economists

Engineers and economists were at odds about SST initiatives.
The engineers wanted to showwhat they could do. The economists said,
essentially, “Even if you can do it, it’s not worth it.” The economists
were right. In the early 1970s Britain and France, cooperatively, went
ahead with developing a state-subsidized supersonic aircraft: the
Concorde. In 2003 the Concorde made its last flight; The Washington
Post summed up the adventure as “a technological marvel but a
commercial flop.”6

In emphasizing opportunity costs, economists constantly find
themselves quarreling with other experts and professionals. Engineers,
for example, frequently provoke economists’ ire, as was the case with
supersonic transport. Engineers often ponder costs when considering
alternative ways to complete a particular project. But a full calculation
of opportunity costs requires more than considering the relative costs of
using steel or reinforced concrete when building. It also requires consid-
ering ways to solve a problem without building at all.

Examples of this kind of oversight abound. Sanitary engineers
have equated solving water pollution with the treatment of municipal
and industrial wastewaters while giving little thought to lower-cost
solutions, including changing the economic incentives to pollute or
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merely letting a fast-flowing river clean the water.7The Federal Aviation
Administration (FAA), an agency in which engineers have great influ-
ence, has often favored reducing congestion through costly airport
construction projects rather than through pricing changes to encourage
use of less congested airports or less congested times at busy airports.8

A study of Oakland shows that the engineers who run the street and
engineering department consider costs only after project decisions have
been made on other grounds.9

Despite the fact that economists may have more political clout
than engineers, it is the engineers who have had reason to smile when
contemplating political rhetoric in the last decade or so. During his first
term President Obama frequently referred to his interest in a 17,000-
mile coast-to-coast network of high-speed trains that would rival the
interstate highway system in scope.10 Joe Biden echoed this proposal
when running for president in 2020.11 Clifford Winston, a Brookings
Institution economist, has run the idea by other economists, including
some who considered not just speed and convenience but reductions in
highway congestion, carbon emissions, and traffic fatalities. He con-
cluded that a national network of high-speed trains could not be justi-
fied on economic grounds.12

During the 2016 campaign Donald Trump spoke of spending
more than $550 billion on infrastructure. In his first speech after
the election, infrastructure was the first policy he mentioned.13 The
American Society of Civil Engineers (ASCE) thinks the billions
pledged by President Trump would be just a down payment on what
is needed. The ASCE gives our current infrastructure an overall grade
of D+ and says that it will take $4.5 trillion over the next eight years
to bring all the systems up to an “acceptable standard.”14 It may go
without saying, but engineers would benefit personally from such
a large investment.

The biggest infrastructure program currently under way is
a high-speed rail system that is supposed to connect Los Angeles and
San Francisco. In a 2008 referendum, California voters approved a bond
issue for $9 billion. The rest of the estimated cost of $33 billion was to
be picked up equally by the federal government and private investors.
But, to date, the federal government has put up only $3.5 billion, and
congressional Republicans have vowed to block any additional federal
funds. Private investors have indicated that they will provide nothing
without a guarantee that they will not lose money.
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In March 2018 the state rail authority announced that the cost
of connecting Los Angeles to San Francisco would be not $33 billion,
but between $77.3 billion and $98.1 billion. The projected cost may rise
further, because the estimates for creating 36 miles of tunnels through
mountainous southern California are quite uncertain. Jim Frazier, the
Democratic chairman of the California Assembly’s Transportation
Committee, believes that “[w]e still have no realistic way to pay for
the project.”Republicans have been harsher. One state senator has said:
“Initially a rathole, now a sinkhole, soon it will be an abyss in which
more and more tax dollars are forever lost.”15

Even if the necessary funds materialize, will the benefits exceed
the high costs? Past precedent suggests the answer is “No.” Bent
Flyvbjerg is a Danish economic geographer whose research focuses on
megaprojects costing $1 billion or more. Looking around the world, he
and his researchers found that, in nine out of ten cases, the costs of huge
projects are underestimated. Likewise, 90 percent of the time, project
benefits are overestimated and schedules are underestimated. Thus, only
a very small fraction of projects are completed on schedule, stick to the
planned budget, and deliver the promised benefits.

Chapter 4 will provide an argument that economists make as
to why the private sector is generally more efficient than governments.
This may not apply to megaprojects, however. Privately funded mega-
projects are also usually unsuccessful, but no published studies have
systematically compared their outcomes with public outcomes. In any
case, private boondoggles have one big advantage over public ones: they
don’t force uninvolved taxpayers to pay for them.

In an EconTalk podcast with Russ Roberts, Flyvbjerg explains
why politicians and engineers both love megaprojects. Politicians like
the positive publicity that comes with pictures showing them cutting red
ribbons with big shots. One of them told Flyvbjerg, “What do you
think, Bent, that I would like to point to when my political career is
over, that I passed some law that is sitting on a shelf somewhere in
a library or I can drive across a bridge or go into a tunnel that I can tell
my grandchildren I did this? I decided this?”16 Support for Flyvbjerg’s
evidence about politicians comes from a Washington Post story on
President Trump. His aides told the Post reporter that Trump seemed
more interested in infrastructure than other subjects. He liked to talk
about building and thought “it would be good for him politically to
travel throughout the country to promote new projects.”17
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Of the engineers, Flyvbjerg says,

There’s nothing engineers like better and technologists like better
than to push the envelope, technologically speaking. So, to make
something longer or taller or faster, whatever it is. And, if you are
an engineer, what do you want to work on: an average bridge or
the longest bridge in the world? Every engineer is clear on that
question: they want to work on the longest bridge in the world.

Economists draw the ire of politicians and engineers because,
when they contemplate infrastructure projects, they always first ask,
“Do we need to build at all?” Maybe we will not need another lane on
the Beltway if we discourage driving at the most congested times by
charging for it. As Clifford Winston, a Brookings Institution economist
and transportation expert, has said,

Roads have an artificially low price. Cars are not charged for
congestion, so they put pressure on peak capacity. Trucks are
not charged efficiently for the damage they do to roads; they pay
a gas tax when they really need to pay an explicit charge that
reflects the damages they do to roads. This underpricing causes
road capacity to fill up, causes the roads to wear out a lot
sooner. And it generates a demand for more spending.18

Winston thinks that the nation’s alleged infrastructure crisis is greatly
overstated. As its name suggests, the federal “New Starts” program gives
money only for new transportation projects. It typically costs the federal
government about $2 billion a year. The vast majority of the funds go to
fixed rail. But “a variety of cost-effectiveness analyses suggest improve-
ments in bus service generally cost about $1 to $10 per transit trip while
rail construction typically costs around $10 to $100 per new trip.” Bus
service, which the poor are more likely to depend on, typically receives
less funding when new rail projects are completed. For example, this has
occurred in Los Angeles, Atlanta, and San Jose.

Moreover, rail projects typically do little to get people out of
their cars. “In 1980, Portland, Oregon’s bus system carried 9.9 percent
of the region’s commuters to work. By 2010, Portland had built five
low-capacity rail lines, a commuter-rail line, and a streetcar line, but
transit’s share of commuting fell to 7.1 percent.”19 Once one considers
the energy needed to build the rail projects, pollution reduction gains
from such projects are often nonexistent.20
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There exists a further conflict between economists’ thinking and
politicians’ thinking. Economists usually want to focus new transporta-
tion projects on growing areas that are doing well, because that’s where
the congestion is. Politicians want to spread the money around the
country.21

The above passages focus especially on wasteful new infrastruc-
ture projects. Infrastructure spending is often, however, about fixing old
things up. But, even here, the hype about the necessity for this spending
is way over the top.

Bridges, for example, have drawn the attention of both Barack
Obama and Donald Trump. In his 2013 State of the Union address,
President Obama highlighted “the nearly 70,000 structurally deficient
bridges across the country,”22 and later in the year, in a speech at Knox
College, he got lots of laughter when he said, “We’ve got more than
100,000 bridges that are old enough to qualify for Medicare.”23 When
presidential candidate Trump visited the TV showMorning Joe early in
his campaign, his first example of “our infrastructure disaster” was
bridges falling down. Indeed, Trump declared, “61 percent of our
bridges are in danger.”24

The media also echoes the politicians’ alarm. For example, The
Washington Post has published articles with titles such as “Thousands
of bridges at risk of collapse in freak accidents” and “US has 63,000
bridges that need significant repairs.”25 In 2010 the construction lawyer
Barry B. LePatner wrote a book entitled Too Big to Fall, complete with
a cover showing a drawing of a large bridge that appeared to have
been chopped in half. LePatner noted that nearly a quarter of our
600,000 bridges were either “structurally deficient” or “functionally
obsolete.”We were “running out of time,” and the “risks of continuing
to ignore our ill-maintained national infrastructure” were “almost
unimaginable.”26 In an interview with one of my research assistants,
LePatner seemed more alarmed still, claiming that 8,000 of our bridges
were “ticking time bombs.”27

It should not be surprising that politicians and others interested
in ginning up big bucks for infrastructure should focus on falling
bridges. Evolutionary theorists believe that a fear of heights is ingrained
in us because falling from heights has been a goodway to end human life
for hundreds of thousands of years. If Americans are asked to picture
their fellow citizens dying as a bridge collapses beneath them, they are
likely to pay attention.

16 / Useful Concepts

https://doi.org/10.1017/9781108991421.003 Published online by Cambridge University Press

https://doi.org/10.1017/9781108991421.003


But here are the facts. According to the Department of
Transportation’s Office of Highways, “The fact that a bridge is classi-
fied under the federal definition as ‘structurally deficient’ does not
imply that it is unsafe.”When they remain in use, structurally deficient
bridges typically require more maintenance and repair, and they often
have weight limits. “Functionally obsolete” is not synonymous with
“dangerous,” either. “A functionally obsolete bridge is one that was
built to standards that are not used today. [. . .] A functionally obsolete
bridge is similar to an older house. A house built in 1950 might be
perfectly acceptable to live in, but it does not meet all of today’s
building codes.”28

The percentage of our bridges that are structurally deficient has
been falling. For example, they represented 20.7 percent of all bridges in
1992, but 11.2 percent in 2011. There has been a similar decline over the
last two decades in the percentage of bridges that are functionally
obsolete.29

How many people die in the United States because bridges
collapse? The best evidence comes from a 2014 Utah State PhD disser-
tation entitled “Bridge Failure Rates, Consequences and Predictive
Trends.” The author, Wesley Cook, says that about 128 of the more
than 600,000 bridges in the country collapse each year, and loss of life
occurs only in about 4 percent of collapses.

Are Opportunity Costs Relevant for Lifesaving Programs?

Some readers will reply, “Your analysis shows that bridges
do collapse and people lose their lives as a result. Do economists
think we should just accept that?” Such skeptical readers will find
substantial support among politicians. Congressman David Obey
(D-Wisc.) once said, “Quite frankly, I believe that when you’re
dealing in questions related to human life, economic costs are
irrelevant.”30 Several congressional committees have voiced similar
sentiments.31

In 1986 former Congressman Pete Stark (D-Calif.) wrote for the
editorial page of The Washington Post in response to a series of articles
explaining how a 20-year-old drunk boy’s devastating auto accident in
Springfield, Virginia, had transformed his family for the worse. Stark
wanted auto manufacturers to be required to install airbags and elec-
tronic sobriety test equipment in all vehicles.
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The articles were as moving as Stark thought they were. But he
concluded by advocating a general safety principle that, on reflection,
no one could support: auto manufacturers should be required to pro-
duce “the safest vehicles that our engineers [can] design.”32 Engineers
could make cars nearly as safe as amusement parks’ bumper cars; the
problem is that they would not be very fast, they would get lousy
mileage, and they would pollute the environment more. We care about
these features as well as safety.

Consider highway safety more generally. Roadway engineers
can show that noisy rumble strips reduce traffic deaths when placed on
centerlines and shoulders. So too do strong median barriers.33 If we
decide to make all these improvements on the most traveled roads,
should we then feel compelled to do it on somewhat less traveled
roads, and then on rural roads? Every incremental expenditure would
surely save a few more lives. And, if we open the federal checkbook for
any program that could save an additional life, doctors, police officers,
firefighters, air quality experts, Coast Guard officers, lifeguards, and
EMTs, among others, would be at the door with projects that could save
lives if we were willing to fund them.

Court awards by juries suggest that ordinaryAmericans have no
more tolerance than bighearted congressional representatives for busi-
nesses that put cost-cutting above safety. For example, a Chevy Malibu
that caught fire after being rear-ended led to a suit filed by six severely
injured burn victims inside the Malibu. An eight-person jury awarded
the six burn victims $107.6 million in compensatory damages and
$4.8 billion in punitive damages.

This blockbuster punitive damages award was based on
General Motors’ (GM’s) own risk analysis of the vehicle, which con-
cluded that there would be some deaths in accidents because of the
Malibu’s fuel tank placement. In post-trial comments, one plaintiff’s
lawyer concluded: “The jurors wanted to send a message to General
Motors that human life is more important than profits.” Jurors, indeed,
echoed this perspective, telling reporters that they “felt the company
had valued life too lightly. ‘We’re just like numbers, I feel, to them,’ one
juror said.”

The GM risk analysis was seriously flawed, but, even if it had
not been, the respected cost–benefit ace W. Kip Viscusi concludes that
GM would have found it difficult to convince jurors of the desirability
of making risk–cost trade-offs. One juror expressed a “zero-risk
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mentality” in her observation: “There was no evidence that the car they
put out there was as safe as what they could have put out there.”34

If our representatives in Congress put safety above all else, as
the jurors seem to want, they would not so regularly divert highway
trust funds to provide for bicycle and nature trails, landscaping, and
junkyard removal projects.35

The behavior of the general public also demonstrates some
willingness to trade safety for other perceived goods. In most states,
drivers can use cellphones on the road, even though this makes them
four times more likely to get into a serious crash.36 Those who use their
phones consider the increased risk more than compensated for by
enjoyable, or sometimes urgent, conversation.

More surprisingly, the public regularly forfeits some expected
auto safety gains by driving more recklessly once safety features have
been installed. For example, a number of studies have found that dual
braking systems prevent far fewer accidents than had been expected.
Drivers with automatic braking systems drive faster and brake
harder. Similarly, people driving cars with studded snow tires drive
faster in the snow.37 Skeptical readers should engage in this thought
experiment: suppose your car did not have airbags or seatbelts but,
instead, had a dagger on the steering wheel. Would you drive more
carefully?

In the addendum to Chapter 6, I will briefly explain the way
economists estimate the value of a life saved through risk reduction. All
I wish to argue here is that, all other things being equal, programs that
can save more lives for a given expenditure should be preferred over
programs that would save fewer. In 1994 a group of economists com-
pared the cost-effectiveness of various lifesaving interventions. Overall,
they found that the median medical intervention cost $19,000 per year
of life saved; the median injury prevention cost $48,000 per life-year
saved; and the median toxin control intervention cost $2.8 million
per year of life.38

It seems obvious that shifting funds from some toxic control
interventions to injury prevention ones would save lives. Yet, when
economists delve into quantifying the lifesaving effects of particular
projects, their work often draws controversy. One study tried to put
radiation-induced deaths at Chernobyl in the Soviet Union in context by
expressing them as a small fraction of the cancers that probably would
have occurred in the affected region even without the disastrous 1986
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accident. Likewise, the coal-fired plants that nuclear energy would
replace cost more lives per year than Chernobyl cost one time only.

Thomas Cochran, a nuclear physicist with the Natural
Resources Defense Council, called this a “time-honored way to minim-
ize adverse health effects. [. . .] It’s a common way to hide the truth.”39

Economists, and even many physicists, would disagree. In their book
Risk–Benefit Analysis, physicists Richard Wilson and Edmund Crouch
estimate, for example, that over a five-year period, if every person in the
United States were to receive a single chest X-ray, 15,000would develop
cancer from the X-rays, whereas if every person in the country were to
live within 20 miles of a nuclear plant under normal operation, one
person would develop cancer. For another point of comparison, if
everyone in the United States was exposed to the level of cosmic radi-
ation that naturally occurs in high-altitude Denver, over a five-year
period more than 25,000 people would develop cancer as a result.40

If readers absorb the information inWilson and Crouch’s book,
I think they will become less worried about nuclear energy, a form of
energy that, besides its other benefits, does not contribute to deaths from
exposure to the air pollution caused by carbon fuels. The many deaths
from exposure to a nuclear power disaster surely cause more damage to
the public’s confidence than do the thousands who die of cancer caused
by a wide range of other factors. Still, we have never had a nuclear
reactor accident as bad as Chernobyl, and efforts to avoid one should
not always take precedence over other ways of combating cancer.

It is not just natural but appropriate for auto regulators to care
deeply about the safety of cars, for doctors to care most about fighting
disease, and for the Natural Resources Defense Council to fight envir-
onmental pollution. But surely, when we must allocate limited funds to
various lifesaving interventions, it is helpful to have a group that looks
at the big picture. Economists play this role, and they are not “hiding the
truth” when they practice their discipline.

Opportunity Costs When Preserving the Natural
Environment

In 1972 the Government Accountability Office (GAO) pub-
lished a very critical review of Potomac River cleanup efforts in the
national capital region. In the preceding ten years more than $1 billion
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had been spent, $128 million of which was completely wasted, going
“to plan, design and construct facilities which were either not built, not
needed or are minimally used.”41None of the communities surrounding
the Potomac wanted new waste treatment facilities in their area.
Coordination among the involved governmental jurisdictions had
been poor. Costs had been much higher than anticipated and benefits
far fewer than expected.

There was one major unsolved problem. To get the river cleaner
meant accumulating much larger amounts of sludge residue, which
themselves posed public health risks. It was not clear what was to be
done with the sludge. Federal laws and regulations controlling land
disposal practices and incineration had become more rigorous, and
ocean disposal had been prohibited by federal regulations. Was the
improved wastewater treatment worth the public health risks from
the increased sludge? The Government Accountability Office reported
the National Academy of Science’s belief that the benefits of cleaning
our rivers could not be assessed without answering the sludge question.
The GAO concluded that the cost of the decade-long cleanup had
exceeded the benefits, and no further efforts were justified unless
a better effort was made to compare costs to benefits and resolve
coordination problems.

When Angus Phillips, The Washington Post’s “outdoors” col-
umnist, read about the GAO report, he hit the roof. “The GAO balance
sheet boys” nowhere acknowledged that the improved river water has
created “a recreational and aesthetic magnet for hundreds of thousands
of people,” he wrote, including fishermen, picnickers, water skiers,
canoers, and kayakers. The GAO “accounting wizards are too tired
from staring at numbers to glimpse the broad view.” “The Potomac is
the people’s river. [. . .] It is inconceivable that anyone will convince
them to let the river be destroyed again to save a few pennies in their tax
bills.”42

It is certainly true that the GAO report did not focus on recre-
ational and aesthetic benefits from the cleanup. But economists would
be unlikely to jump on Angus Phillips’s bandwagon. Phillips thinks he
has the broad view because he really understands the benefits, but, since
he refuses to seriously consider costs, his view is in fact quite limited.

Looking ahead, the costs of coordination are not going to get
any easier. There will still be no jurisdiction that wants a waste treat-
ment facility in its area. And what about the health risks and other costs
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of disposing of the sludge? Would the financial costs be merely pennies
in the tax bills of Washington, DC, locals? A few pennies collected from
such folks won’t reach a billion dollars. Phillips claimed hundreds of
thousands of people benefit from the improved recreational and aes-
thetic features of a cleaner Potomac River. Let’s assume 200,000 people
get a large benefit from the somewhat cleaner Potomac – a generous
assumption, I believe. The benefit would have to be worth $5,000 for
each of them if it is going to justify spending $1 billion.

Protecting animals also involves often overlooked opportunity
costs. Two economists writing on the Endangered Species Act noted
that their profession has “not been especially welcome in this debate
about the natural world.Many natural scientists and ecologists view the
methods and mindset of economists with grave suspicion.”43 This is
surely true. Two world-famous biologists, Edward O. Wilson and Isaac
Ehrlich, have suggested that we “cease developing any more relatively
undisturbed land.”44 They fully support the principles of the
Endangered Species Act, principles declaring that there should be no
development that threatens extinction of any species in its natural
habitat. But economists are all about trade-offs: trade-offs with other
goals. The Endangered Species Act, likely cheered on by a majority of
ecologists, does not want to discuss trade-offs. No thinking about
opportunity costs, or benefits forgone elsewhere.

The utilitarian argument for this absolutism has weakened over
recent decades. It is surely true that study of obscure species has led to
the development of medicines that protect human health.45 But now we
can save theDNAof threatened species and avoid the costs of preserving
them in their natural habitat.46Moreover, in general, species diversity is
not declining. In any case, species diversity is not always helpful to
humans. For example: “Infectious diseases are most prevalent and
virulent in the most diverse tropical areas.”47 Evolution has always
obliterated species, and only constant assistance by humans can save
some animals, such as New Zealand’s flightless birds.48

The biologists Wilson and Ehrlich mention the trade-off
between preserving nature and building another California shopping
center. But sometimes we must make trade-offs between two high-
minded uses. In the 1980s the University of Arizona wanted to put
three telescopes on the top of Mount Graham. Ecologists thought that
this could endanger the habitat of the red squirrel on the mountaintop.
Approval for the telescopes was eventually achieved, and the red
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squirrel population has risen some years and declined more often. An
Arizona field supervisor for the wildlife service believes that extirpation
of the squirrels in the wild is still possible.

Should no development be allowed if there is any reasonable
possibility of a local animal’s extinction? If so, the telescopes should
never have been constructed. But isn’t the human desire to explore our
universe also a high-minded goal that deserves to be traded off against
some risk to the red squirrels on Mount Graham?49 Should we spend
whatever is needed to ensure that there is no risk at all for every
endangered species? Economists are more likely than ecologists to take
a human-centered approach.

William Baxter, a lawyer who has clearly been influenced by his
study of economics, argues that people like to see penguins walking
around on rocks, and that’s reason enough to promote the survival of
penguins.50 But most people do not have warm feelings about the 200
species of poisonous vipers or the AIDS virus, and Baxter would say we
should not feel selfish about our lack of interest in them. The biologist
R. Alexander Pyron agrees. He notes that, when beavers make a dam,
they cause the extinction of numerous local species. “Humans should
feel less shame about molding their environment to suit their survival
needs [as the beavers do].”51

A society’s moral principles sometimes change, but we should at
least recognize when they have and be sure that we like the change. In his
debates with Stephen Douglas, Abraham Lincoln insisted that human
beings had a dignity that other animals lacked. They could make moral
choices. They had special talents and responsibilities. “[T]hey are
endowed by their Creator with certain unalienable rights, . . .among
these are Life, Liberty and the pursuit of Happiness.”

Douglas maintained that it was no business of others whether
a man wanted to bring a pig or slave into the territory of Nebraska. But
Lincoln said that, in “the bosoms of the southern people,” there was an
understanding of the wrong of slavery and of “humanity in the negro.”
“In 1820 you joined the North, almost unanimously, in declaring the
African slave trade piracy” and punishing it with death. “If you did not
feel that it was wrong, why did you think men should be hung for it?
[. . .] You never thought of hanging men for catching and selling wild
horses.” Among you, Lincoln continued, are “native tyrants, known as
the ‘SLAVE DEALER.’” You will deal with him if you must, but “you
despise him utterly. . . Your children must not play with his; they may
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rollick freely with the little negroes but not with the slave-dealers’
children. [. . .] Now, why is this? You do not so treat the man who
deals in corn, cattle or tobacco.”52

As Lincoln pointed out, and as Southern whites of that era
half acknowledged through their actions, humans are fundamentally
different from the rest of the natural world. We should never discount
the health of plants and animals; but we should not underestimate the
cost of the protecting them, or unthinkingly put their interests above
our own.

The bulk of the argument above is certainly not conclusive.
Lincoln aside, the core value expressed is submission to the preferences
of humans whatever they may be. I believe most economists would be
comfortable with that core value. But one Harvard economist, the late
Robert Dorfman, thought it insufficient. In this regard he agreed with
the Harvard law professor Laurence Tribe when the two discussed
natural resources policy in the 1970s. Nonetheless, they had important
differences, because Dorfman emphasized the opportunity costs of pre-
serving undeveloped nature in a way that Tribe did not. The two were
examining a very large infrastructure proposal to build a dam on Tocks
Island in New Jersey. Their debate, expounded below, is as relevant
today as it was over 50 years ago.

The proposed dam would provide some flood control, water
supply, electric power, and a new recreation facility while destroying the
local communities: mainly rural countryside, but countryside where
suburbanization was already encroaching. Tribe argues that, for cen-
turies, political thought in theWest has had at its core an understanding
of transcendence. For example, Aquinas “argued that man excels all
animals not by virtue of his power but rather by virtue of the faculty
of reason through which he participates in the kingdom of heaven.”
The radical dichotomy between heaven and earth, soul and body, is
apt to regard natural phenomena “as appropriate objects of human
manipulation.”

Tribe argues that we should consider the alternative of imma-
nence as well as transcendence. Environmentalists’ thinking rejects the
dominant egoistic style and asks for ecological awareness. He asks that
we try to synthesize immanence and transcendence, our roles as “sacred
observer” and “grand manipulator.” Tribe believes we are doing better
than we used to in this regard. Torturing animals was once a frequent
occurrence; we now feel an obligation to prevent it. We also have laws

24 / Useful Concepts

https://doi.org/10.1017/9781108991421.003 Published online by Cambridge University Press

https://doi.org/10.1017/9781108991421.003


about the acceptable use of animals in federal laboratories. He wants
this process of increasing respect for living things to continue and
somehow be institutionalized. “Every assault on domination is an ever-
broadening realization of reciprocity and identity.”More generally, we
understand that, “once the world is seen as man’s playground and
ultimately his mirror, nothing remains outside himself against which
to test his uniqueness or his strength.”Reflection on thesematters, Tribe
believes, means “preserving intact at least some major areas of real
wilderness while we convert others into more Walt Disney Worlds and
Coney Islands.”53

Dorfman calls Tribe’s thinking “groping upwards,” and he
subscribes to the same general philosophy. Dorfman shares John
Stuart Mill’s conviction that an important consideration for any public
undertaking is the degree to which it tends to increase the “sum of good
qualities” in the people. But Dorfman argues that the Tocks Island dam
would not create another Coney Island; instead, it would create
consciousness-expanding opportunities for many more people to enjoy
several forms of outdoor recreation. The dam would create a reservoir
and park of 47,000 acres, which could accommodate 150,000 visitors.
It would create a huge, 37-mile-long lake with beaches that could
accommodate 59,000 people. It would be easily reached by car from
New York, Newark, and Philadelphia. There would be nature walks,
rental canoes, picnic areas, and even a 900-acre wildlife preserve. “And,
of course, the family picnic is itself an American tradition with some
claim to preservation,” Dorfman adds.

Dorfman thinks it unclear which use of the Tocks Island area
maximizes the sum of good qualities in the populace. “Untrammeled
wilderness” reflects higher values, but so does “inexpensive outdoor
recreation for city-dwellers.”54Dorfman clearly believes that Tribe does
not fully consider the opportunity costs of preserving the Tocks Island
landscape in its present condition.*

* There is no space for a serious discussion of global warming, but it seems clear that
opportunity costs are relevant in responding to it. There are currently alternative ways to
impact climate change, with special emphasis on solar, wind, and batteries. But it is widely
believed that none of these will have a major impact on climate change. A very different
alternative would be dramatic increases in research and development. There is current
excitement about kelp farms and direct air capture systems that extract CO2 from the
atmosphere chemically. See Sir David King and Rick Parnell, “Saving the planet would be
cheaper than battling Covid,” Washington Post, September 20, 2020. Sarah Kaplan dis-
cusses interest in “Bringing the chill of the cosmos to a warming planet: scientists tap into
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Further Reflections

Economists like to stimulate thought about opportunity cost
with statements such as “There ain’t no such thing as a free lunch”
(TANSTAAFL). Their point is that someone has to pay for every lunch,
even if the payment is just taking the time and shouldering the expense
to grow the vegetables for a salad luncheon. When answering survey
questions, unless reminded, respondents often forget that supporting
new or expanded government programs means higher taxes or increases
in interest on public debt.

Thus, polls have shown that 92 percent of Americans support
requiring police officers to wear body cameras, but only 55 percent say
they would be willing to pay higher taxes in order to outfit their local
police department with body cameras.55 Similarly, 48 percent of
Americans support a universal basic income program, but, among
those who support it, 54 percent would not be willing to pay higher
personal taxes to fund the program.56 Even when considering questions
of basic health care, the same pattern holds. For example, 77 percent
favor a provision of the Affordable Care Act (ACA) that requires insur-
ance companies to cover anyone who applies for insurance, even if they
have pre-existing medical conditions, but only 40 percent favor the
measure if it means their taxes will increase.57

Politicians are also inclined to neglect opportunity costs,
because unusually strong support for particular programs brings them
many benefits. Programs important to a politician’s district will, of
course, get special emphasis. But, beyond this, politicians will want
the electoral support and psychological pleasures that come from stand-
ing for something. They want to be introduced amid applause as, say,
“Mr. Solar Energy,” “Someone veterans can always count on,” or “A
dependable friend of occupational safety.” The legislator who keeps
opportunity cost in mind may have to forsake much of that.58

I suspect that many readers will agree with my support of
economists on opportunity cost – except when the costs are to business
profits. A fuller defense of economists’ generally benign attitude toward

a law of physics to create innovative cooling systems,”Washington Post, October 12, 2020.
For different perspectives on climate change by two thoughtful economists, see
Gernot Wagner and Martin L. Weitzman, Climate Shock: The Economic Consequences of
a Hotter Planet (Princeton, NJ: Princeton University Press, 2015); and Matthew E. Kahn,
Climatopolis: How Our Cities Will Thrive in the Hotter Future (New York: Basic Books,
2010). See also the discussion of technological change in Chapter 4 of this book.
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profits is provided in Chapter 4. But there can be no doubt that most
economists, whether left of center or right of center, believe that costs
to business are generally costs to the broader society. Despite the
schoolmarmish tone, Charles Schultze (former head of President
Jimmy Carter’s Council of Economic Advisers) and Allen Kneese get
opportunity costs exactly right when asking their readers to consider the
costs of overambitious antipollution goals:

These costs are not simply numbers for accountants or econo-
mists to ponder. They represent the value of the resources that
must be channeled into controlling pollution and that will not
be available for meeting the other wants of society. In the long
run their principal source will not be the profits of industrial
firms, but the higher prices and higher taxes that all of us will
have to pay. Environmental goals therefore are not the simple
consequence of decisions about how clean we want the air and
water to be or how “tough” the government should be with
particular industries. Establishing them confronts us, especially
at the highest levels of control, with a set of hard choices
between environmental quality and other aspects of living
standards, in which the more we want of one, the less we can
have of the other.59
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