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George Mason University 

College of Humanities and Social Sciences 

Department of Economics 

 

Syllabus 

 

Course:    ECON 695– Regulation and the Market Process, 3 Credits 

Wednesday, 4:30-7:10 pm 

 

Primary Instructor:  Dr. Patrick A. McLaughlin 

      Senior Research Fellow, Mercatus Center at George Mason University 

      pmclaughlin@mercatus.gmu.edu 

 

In addition to the primary instructor, there will be multiple presentations by guest speakers with 

expertise in issues related to regulation. You may also be directed to Mercatus researchers or 

scholars in our academic network at other universities for advice on your research project.  

     

Office:  Faculty Office, Mercatus Center, 3434 Washington Blvd., 4th Floor 

Arlington, VA 

Cell phone:  202-596-0954 (text or voice) 

Skype:   econpatrick 

 

Office hours: Wednesdays, 3:00 PM – 4:00 PM, and by appointment.  Since my office location may 

change, email me or text me before you come to find my location.  For times when I’m not in 

Arlington, meetings will be held via Skype (download for free at http://skype.com).  

 

Note on communication: Outside of the classroom, email is my preferred method of 

communication.  Furthermore, Mason uses only Mason email accounts to communicate with 

enrolled students.  Students must activate their Mason email account, use it to communicate with 

their department and other administrative units, and check it regularly for important university 

information including messages related to this class. 

 

Course Description: This course will enable students to gain a deeper understanding of how the 

federal regulatory process works and how to analyze the effects of regulations from an economic 

perspective. This course emphasizes “learning by doing.” Most of the grade depends on a research 

project involving the analysis of the anticipated and realized effects of federal regulations. For this 

project, students will apply their knowledge of economics—learned in this course and in prerequisite 

courses—to design and execute an empirical policy analysis.  The course includes a segment on 

software that can be used in causal analysis, which students will use in performing their analysis. 

Thus, grades will depend on students’ ability to use economic concepts to do something, rather than 

their ability to memorize what has been presented. 

 

The course’s contents and research project are designed with two primary goals in mind: 

1. To impart greater knowledge about how the US regulatory system and specific regulations affect 

the economy. 

2. To give you a useful skill set, should you choose a career in the regulatory world or in policy 

analysis.  

  

mailto:pmclaughlin@mercatus.gmu.edu
http://skype.com/
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Required Materials: All assigned material should be readily available on Mercatus’s website or via 

GMU Library databases such as JSTOR, Lexis-Nexis Academic, or GMU’s electronic subscription 

to the specific journal.  If there is no online link available to an article, copies will be distributed in 

class. 

 

In addition to the readings everyone will read for certain class meetings, I may individually 

recommend additional background readings from relevant literature based on the regulation(s) you 

select to analyze.  

 

Finally, I reserve the right to assign additional readings to the class based on relevance and need. 

 

Evaluation and Grades 

Research Project – Deliverable 1   20% 

Research Project – Deliverable 2   20% 

Research Project – Deliverable 3   50% 

Class Participation     10% 

Total     100% 

 

Research Project: Applied Regulatory Analysis 

The research project, which represents 90 percent of your grade, will combine nearly all of the 

components covered in this course.  You will select an existing regulation or a regulatory program 

(i.e., a set of related regulations) that is at least five years old and for which you can find one or more  

Regulatory Impact Analyses.  You will perform a series of original analyses on the regulation or 

regulatory program to determine its economic effects.  This is a technical exercise—meaning that 

your job is not to comment on the legitimacy of the regulation from a philosophical or legal 

perspective, but rather to analyze the regulation’s design and how that design relates to its 

effectiveness and efficiency. 

 

Deliverables for your research project include: 

1. A preliminary report on the regulation’s design.  The report will primarily comprise a diagnosis 

of the regulation’s intended objective and whether its design seems appropriate to the objective.   

2. A preliminary report on the regulation’s realized effects.  This report will be supported by causal 

analysis of real-world data. 

3. A final report combining the report on design and the report on effects. 

 

The project is described in more detail below. 

 

Research Project – Deliverable 1: Preliminary Report on Your Regulation’s Design         15% 

 

By week 3 (September 14), you will select a US federal regulation or regulatory program and find 

what, if any, regulatory analysis from the agency accompanied the regulation. To ensure that the 

regulation you chose has had adequate time to cause any desired effects, you should select a 

regulation finalized before September 2011.  While producing this report, you should focus your 

thinking on what data could serve as metrics of the regulation’s efficacy and other, possibly 

unintended, consequences.   
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By 4:30 pm on October 12, you must turn in a written critique that includes the following elements, 

in this order: 

 

1. A summary of the regulation or regulatory program. 

2. A conceptual model of the regulatory design.  NB: this is your attempt to conceptually model 

what the agency’s model was.  It is not a scientific model or a statistical model.   

3. Highlights of the principal strengths and weaknesses of the agency’s regulatory design, as 

informed by your critical evaluation of the regulatory impact analysis. 

4. You should also identify and report alternative approaches that might better accomplish the 

agency’s goal.  You may be tempted to write extensively on alternatives, but please resist this 

temptation for Deliverable 1 – you can expound on alternatives in the final report. 

5. To aid in your consideration of the agency’s regulatory design, respond to each question in the 

list of evaluation questions supplied at the end of this syllabus. One paragraph for each question 

should be sufficient, but you can write more if necessary. 

6. A plan for estimating the regulation or regulatory program’s effects.  You should specify how 

you plan to build a model, and what data you will use in the model.  NB: This is your plan, not your 

actual model, data, or results.  There is flexibility here—plans don’t follow a template, and a plan 

can change as your project advances.  Some suggestions to consider in your plan include:  

a. Specify what additional research you plan to do to learn about the topic, such as what 

additional academic literature and evidence you will consider 

b. What you will do to construct a model.  Consider what you think is right or wrong with the 

conceptual model, and what approach you would use (i.e., scientific or statistical modeling) to 

create a model that better fits reality. 

c. List those data sources that you know you can use to estimate your model. 

d. List data problems that you anticipate, and try to conceive of a plan to solve those problems.    

 

You should address these elements in list form; you do not need to write an integrated essay.  

 

Research Project – Deliverable 2: Preliminary Report on Regulation’s Realized Effects      15% 

 

By 4:30 pm on November 2, you must turn in a written report on your regulation’s or regulatory 

program’s effects that includes the following elements: 

 

1. A description of your model and an explanation of how it differs from the conceptual model (if it 

does). 

2. A description of your data—definitions, sources, and diagnostic reports from data exploration. 

3. Preliminary results—you will estimate the model, using techniques taught in class or of your 

own choice, and report how you performed the estimation. 

4. Preliminary explanation of results—summarize what the estimation of your model tells us about 

the regulation or regulatory program. 

5. A plan for further improvement—it’s unlikely that you will have everything you want in your 

model and data at this point.  What will you do to improve it for the final deliverable? 

 

You should address these elements in list form; you do not need to write an integrated essay.  

 

Research Project – Deliverable 3: Combined Report          50% 
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The combined report is due by 4:30 pm on December 7, one week after the final class. 

The combined report should be roughly 25 to 40 pages long. It will be graded based on quality of 

substance, not length. It should consist of revised and improved versions of many of the elements 

reported in previous deliverables.  Mandatory elements are: 

1. A summary of the regulation or regulatory program. 

2. A conceptual model of the regulatory design.   

3. A summary of the principal strengths and weaknesses of the agency’s regulatory design.  At this 

point, your own model and analysis should have improved your knowledge of the design’s strengths 

and weaknesses, which should be reflected in this portion of your report. 

4. A description of your model, including how it differs from the conceptual model and why. 

5. Final results from estimating your model. 

6. Explanation of results—based on your model and data, was the regulation effective?  What other 

results, besides efficacy, can be inferred from your work? 

7. Discussion of what went right or wrong in the agency’s design. This should be informed by both 

your results and the alternative approaches you considered in Deliverable 1.  Would any of those 

approaches have improved outcomes?  

  

This is not an exhaustive list of elements.  You will likely find that there are other points you want to 

make, and the list above should not constrain you from doing so. 

 

Class Participation              20% 

 

Active class participation is expected. The class participation grade is not a “fudge factor,” nor is it a 

reward simply for attendance.  Although failure to attend is certain to reduce your class participation 

grade, attendance alone does not guarantee participation points. 

 

Many of the classes will be discussion-oriented, while others will more closely resemble lectures. 

For discussion-oriented classes, your participation grade will depend largely on how well you 

contribute to the class by discussing your regulation. Participation in lecture-oriented classes will be 

more constrained, but there will remain opportunities for participation in those classes as well.  On 

occasion, the discussion leader (me or a guest speaker) will ask questions that will allow you to 

assess and draw out the implications of assigned readings—be prepared. 

 

We will occasionally attempt to connect the subject covered to your research project.  Therefore, you 

should be prepared to explain to the rest of the class how various aspects of your project relate to 

that week’s topics. (For example, when we discuss outcomes, you should be able to explain what the 

regulation(s) you’ve chosen did in regard to the “Outcome” questions for that week and suggest how 

this could be improved.)  

 

How to submit written assignments 

 

All written products in this course should be in 12 point Times New Roman type, double spaced. 

Submit them to me electronically (pmclaughlin@mercatus.gmu.edu) in Microsoft Word or some 

other program that can be converted to Word (ie, not PDF). If you adhere to these picky details, I can 

read your papers on screen with minimal difficulty.     

 

Note on research and grading standards 

mailto:pmclaughlin@mercatus.gmu.edu
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Because this is a professional development course, you can receive an A only by producing written 

products that would satisfy the standards of a professional workplace. That means no major gaps in 

reasoning.  Claims must be supported with specific facts (not just quotations from someone who 

makes an assertion or generalization).  Facts should be sourced to original sources of research (not 

periodicals or web sites, unless it is some idiosyncratic fact or data available only from those 

sources). It is especially important to go back to original sources when researching regulation, 

because sometimes you will find that agencies, government studies, or even scholars will 

misunderstand or mischaracterize the results of an original study, ignore or misinterpret data, or 

mention only part of the relevant results. Get the original! 

 

The Internet is a tool, not a crutch. Your research strategy should utilize EconLit, SSRN.com, 

NBER.com, and other relevant library databases, not just web search engines. The fact that Google 

Scholar claims to be comprehensive does not make it so. Also be sure to check the Government 

Accountability Office (www.gao.gov) to see if that institution has issued any reports relevant to your 

topic. Blogs should not be cited as if they were original sources, but good blogs can point you to 

useful original research and reports. Law review articles can be original sources for legal insights, 

but they are not usually original sources for facts or data (unless it’s the rare peer-reviewed, law and 

economics type journal). You will only know that your research is comprehensive when you have 

found recent (within the past few years) research on your topic, and none of the research you read 

cites anything major that you have not read.  

 

Citations should follow a consistent, recognized footnoting or referencing style. I recommend either 

the “Author, Date” referencing style used in most major economics journals, or the Legal Bluebook 

style used in law reviews (and used by most people who file comments with regulatory agencies). If 

you choose some other style, follow a specific style guide. The Chicago Manual of Style is a good 

guide to several different referencing styles. Expect me to ask you to show me the style guide you 

used if anything looks weird.  

 

For written assignments, everything counts toward the grade, including clarity, organization, 

correct grammar and punctuation, ease of reading, etc. Your writing does not have to be pretty 

or clever, but it does need to be correct, clear, functional, and structured. Every word and sentence 

should be in its particular place for a reason. All discussion of a particular topic should occur in the 

same place, not scattered throughout the paper. If you find yourself using phrases like “as referred to 

above” or “as will be discussed later,” you probably have an organization problem. Fix it before 

turning it in.  Read and practice Richard Lanham’s “paramedic method” for revising prose (Google 

“Richard Lanham paramedic method” and you will find several, concise summaries of the method). 

 

Be sure to check for typos, misspellings, correct word use (eg, make sure you know the difference 

between “affect” and “effect,” proper use of “its,” “it’s,” and “its,” etc.), subject-verb agreement, and 

correct use of pronouns (eg, a single person is not referred to as “they,” nor is a single organization, 

like a government agency, a “they”). Be aware of problems your computer’s spell-checker will not 

catch. 

 

Other Information the Department Wants Me to Include in the Syllabus 

 

The Department of Economics expects that all students abide by the following: 

http://www.gao.gov/
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Students are expected to exhibit professional behavior and dispositions.  See gse.gmu.edu for a 

listing of these dispositions. 

 

Students must follow the guidelines of the University Honor Code.  See 

http://www.gmu.edu/catalog/apolicies/#TOC_H12 for the full honor code. 

 

Students must agree to abide by the university policy for Responsible Use of Computing.  See 

http://mail.gmu.edu and click on Responsible Use of Computing at the bottom of the screen. 

 

Students with disabilities who seek accommodations in a course must be registered with the GMU 

Disability Resource Center (DRC) and inform the instructor, in writing, at the beginning of the 

semester.  See www.gmu.edu/student/drc or call 703-993-2474 to access the DRC. 

http://www.gmu.edu/catalog/apolicies/#TOC_H12
http://mail.gmu.edu/
http://www.gmu.edu/student/drc%20or%20call%20703-993-2474
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Course Schedule 

 

August 31   

The Regulatory Process and Regulatory Analysis (McLaughlin and guest speaker Jerry Ellig) 

  

How the regulatory process works (led by Jerry Ellig) 

How to find information about current and proposed regulations (Ellig) 

How to perform a literature review (McLaughlin) 

Concept mapping and models of regulatory impact (McLaughlin) 

 

 Susan E. Dudley and Jerry Brito, Regulation: A Primer, pp. 1 – 10, 35-56, 89-104. 

http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pdf 

 Go over this presentation on how to do a lit review: 

http://eml.berkeley.edu/~webfac/eichengreen/e191_sp12/romem_econ191_2-7-12.pdf 

 Peruse www.regulations.gov , www.openregulations.org, and www.Reginfo.gov   

 Peruse OIRA’s web page: http://www.whitehouse.gov/omb/inforeg/. 

 

Note: This evening will include a portion on how to find information about regulations online. If you 

want to follow along, bring a laptop computer and get connected to the GMU Internet connection by 

the time class starts. 

 

September 7  

Regulatory Analysis and Policy Analysis (McLaughlin) 

Role of analysis in the regulatory process – in theory and in practice 

Applicability of the tools of regulatory analysis to other policy areas 

Prospective and retrospective analysis 

Best analytical practices and the state of their application 

Introduction of Causal Analytics Toolkit 

 

 Office of Management and Budget, Executive Order 12,866, available at 

http://www.archives.gov/federal-register/executive-orders/pdf/12866.pdf. 

 Robert Hahn and Paul Tetlock, “Has Economic Analysis Improved Regulatory Decisions?” 

Journal of Economic Perspectives, 22-1 (2008), pp. 67-84. 

 Jerry Ellig and Patrick McLaughlin, “The Quality and Use of Regulatory Analysis in 2008,” Risk 

Analysis 

 Aldy, Joseph, “Learning from Experience: An Assessment of the Retrospective Reviews of the 

Agency Rules and the Evidence for Improving the Design and Implementation of Regulatory Policy.” 

Administrative Council of the United States (2014), pp. 17 – 36. 

https://www.acus.gov/sites/default/files/documents/Aldy%2520Retro%2520Review%2520Draft%25

2011-17-2014.pdf  

 Jerry Ellig and Patrick A. McLaughlin. “The Regulatory Determinants of Railroad Safety.” 

Review of Industrial Organization. 

 Before class, download and install the Causal Analytics Toolkit (free downloads available at 

http://cox-associates.com/)  

http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pdf
http://eml.berkeley.edu/~webfac/eichengreen/e191_sp12/romem_econ191_2-7-12.pdf
http://www.regulations.gov/
http://www.openregulations.org/
http://www.reginfo.gov/
http://www.whitehouse.gov/omb/inforeg/
http://www.archives.gov/federal-register/executive-orders/pdf/12866.pdf
https://www.acus.gov/sites/default/files/documents/Aldy%2520Retro%2520Review%2520Draft%252011-17-2014.pdf
https://www.acus.gov/sites/default/files/documents/Aldy%2520Retro%2520Review%2520Draft%252011-17-2014.pdf
http://cox-associates.com/
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Watch Jerry Ellig’s lecture at http://mercatus.org/video/benefits-costs-and-other-important-stuff-

demystifying-regulatory-analysis, and then read the list of regulatory analysis questions at the end of this 

syllabus. 

 

Project Preparation:  
Find at least three existing regulations or regulatory programs that might be good candidates for your 

project this semester. Begin by looking for Final Rules published in the Federal Register.  Find and 

skim the final rule.  Find and read the surrounding regulatory text in the CFR. Search for supporting 

analytical documents, such as a Regulatory Impact Analysis, Technical Support Documents, etc. 

Also find the regulatory agency’s most recent GPRA strategic plan and annual performance report, 

and skim these to see what goal(s) or measure(s) the regulation is related to. Begin to consider the 

outcomes, if any, that the regulations attempt to achieve and how you might measure that. 

 

Be prepared to summarize your regulations in class and report on what analysis documents 

accompany them.  

 

September 14   

Individual meetings -- Class does not meet as a group  

 

Project Design: This week, we will have individual meetings with the instructor to discuss and 

select your regulation or regulatory program for your research project.  Prior to this meeting, you 

should select a favorite regulation or regulatory program and read all of the relevant materials in 

depth.  Consider how you would test the regulation’s efficacy: what are the outcomes you will 

measure? What measureable changes will the regulation produce that may relate to those outcomes?  

What data sources might you use?  What data does the RIA or other supporting documents use?  

Have other analysts (besides the agency) looked at the subject?  If so, what models and data do they 

use? 
 

September 21  

Regulations as Cronyist Tools (guest speaker Matt Mitchell);  

Quantitative Excellence and Statistical Modeling (guest speaker Oliver Sherouse) 

 Richard A. Posner, “Theories of Economic Regulation,” Bell Journal of Economics & 

Management Science,  5 (1974), 155. 

 Simeon Djankov et al, “The Regulation of Entry.” Quarterly Journal of Economics, 117-1 

(2002), pp. 1-37. 

 James Bessen. “Accounting for Rising Corporate Profits: Intangibles or Regulatory Rents?” 

Boston University School of Law, Law and Economics Research Paper No. 16-18. 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2778641  

 Other papers TBA 

 

September 28 Market Failures, Systemic Problems, and Alternative Solutions; Defining 

Regulatory Outcomes (guest speaker Jerry Ellig) 
 Timothy J. Muris, “Rules Without Reason: The Case of the FTC,” Regulation, Vol.6 (Sept.-Oct. 

1982),  http://www.cato.org/pubs/regulation/regv6n5/v6n5-4.pdf. 

 Video: “Identifying the Problem: The First Step in Regulation,” 

http://mercatus.org/events/identifying-problem-first-step-regulatory-process 

http://mercatus.org/video/benefits-costs-and-other-important-stuff-demystifying-regulatory-analysis
http://mercatus.org/video/benefits-costs-and-other-important-stuff-demystifying-regulatory-analysis
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2778641
http://www.cato.org/pubs/regulation/regv6n5/v6n5-4.pdf
http://mercatus.org/events/identifying-problem-first-step-regulatory-process
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 “Regulatory Alternatives: Best and Worst Practices,” Mercatus on Policy (Feb 21, 2012), 

http://mercatus.org/publication/regulatory-alternatives 

 Skim Jerry Brito and Jerry Ellig, “Video Killed the Franchise Star: The Consumer Cost of Cable 

Franchising and Proposed Policy Alternatives,” Journal on Telecommunications and High 

Technology Law (2006), http://mercatus.org/publication/video-killed-franchise-star-consumer-cost-

cable-franchising-and-proposed-policy 

 Chart: “Outputs vs. Outcomes,” University of Wisconsin, 

http://www.uwex.edu/ces/lmcourse/Module_1_pages/M1_Section2/HTML/m1s2p3a.htm 

 

October 5   

The Estimation of Benefits and Costs (McLaughlin) 

 Kip Viscusi, “The Value of Life in Legal Contexts.” American Law and Economics Review 2-1 

(2000), pp. 195-222. 

 Office of Management and Budget, Circular A-4, “Regulatory Analysis” (Sept. 17, 2003), 

available at http://www.whitehouse.gov/sites/default/files/omb/assets/omb/circulars/a004/a-4.pdf. 

 Cary Coglianese.  “Evaluating the Impact of Regulation and Regulatory Policy.” Expert Paper 

No. 1, OECD. https://www.oecd.org/gov/regulatory-policy/1_coglianese%20web.pdf  

 Aldy, Joseph, “Learning from Experience: An Assessment of the Retrospective Reviews of the 

Agency Rules and the Evidence for Improving the Design and Implementation of Regulatory 

Policy.” Administrative Council of the United States (2014), pp. 37 – 71. 

https://www.acus.gov/sites/default/files/documents/Aldy%2520Retro%2520Review%2520Draft%25

2011-17-2014.pdf  

 

October 12 

Procedures as Problems and Solutions (McLaughlin and guest speaker Jason Fichtner) 

 Mathew McCubbins, Roger Noll, and Barry Weingast (AKA McNollGast), “Administrative 

Procedures as Instruments of Political Control.” Journal of Law, Economics, & Organization, 3-2 

(1987), pp. 243-277. 

 Eric Posner, “Controlling Agencies with Cost-Benefit Analysis: A Positive Political Theory 

Perspective.” University of Chicago Law Review, 68, p. 1137, 2001. 

 Andrei Shleifer. “Efficient Regulation.” NBER Working Paper 15651, 2010. 

 Haveman, Robert. “The Chicago O’Hare Expansion: A case study in administrative 

manipulation of benefit-cost principles” Research in Law and Economics 23, pp. 183-202, 2007. 

 Jason Fichtner and Patrick McLaughlin. “Legislative Impact Accounting: Rethinking How to 

Account for Policies’ Economic Costs in the Federal Budget Process.” Mercatus Working Paper, 

2015. http://mercatus.org/sites/default/files/Fichtner-Full-Cost-Budgeting.pdf  
 Cary Coglianese, “Empirical Analysis and Administrative Law.” University of Illinois Law 

Review, 2002.  

 

October 19 

Risk, the Value of Risk Reduction, and Other Risk Concepts (guest speaker Richard Williams) 

 Richard A. Williams and Kimberly M. Thompson, “Integrated Analysis: Combining Risk and 

Economic Assessments While Preserving the Separation of Powers,” Risk Analysis 24 (2004), pp. 

1613-1623. 

 Tammy Tengs, John Graham, et. al., “Five Hundred Life-Saving Interventions and Their Cost-

Effectiveness,” Risk Analysis 15:3 (1995), pp. 369-90. 

http://mercatus.org/publication/regulatory-alternatives
http://mercatus.org/publication/video-killed-franchise-star-consumer-cost-cable-franchising-and-proposed-policy
http://mercatus.org/publication/video-killed-franchise-star-consumer-cost-cable-franchising-and-proposed-policy
http://www.uwex.edu/ces/lmcourse/Module_1_pages/M1_Section2/HTML/m1s2p3a.htm
http://www.whitehouse.gov/sites/default/files/omb/assets/omb/circulars/a004/a-4.pdf
https://www.oecd.org/gov/regulatory-policy/1_coglianese%20web.pdf
https://www.acus.gov/sites/default/files/documents/Aldy%2520Retro%2520Review%2520Draft%252011-17-2014.pdf
https://www.acus.gov/sites/default/files/documents/Aldy%2520Retro%2520Review%2520Draft%252011-17-2014.pdf
http://mercatus.org/sites/default/files/Fichtner-Full-Cost-Budgeting.pdf
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 Randall Lutter, John Morrall III, and Kip Viscusi. “The Cost-per-life-saved Cutoff for Safety-

enhancing Regulations.” Economic Inquiry, 37-4 (1999), pp. 599-608. 

 

Scan the following two papers: 

-Richard Williams, “Regulation Checklist: Common Pitfalls in Regulation,” Mercatus Center 

Working Paper (January 2010), 

http://mercatus.org/sites/default/files/publication/Common%20Pitfalls%20in%20Regulations.pdf 

-Richard Williams, “The Influence of Regulatory Economists in Federal Health and Safety 

Agencies,” Working Paper (July 2008), 

http://www.mercatus.org/uploadedFiles/Mercatus/Publications/8-

influence20080729_RSP_WP0815_Goveconomists-final.pdf 

 

October 26  

Economic Efficiency, Subjective Value, and Ethics (guest speaker Jerry Ellig) 

 John Graham, “Savings Lives Through Administrative Law and Economics,” University of 

Pennsylvania Law Review 157 (December 2008), pp. 397-447. (Accessible through Lexis-Nexis 

Academic.) 

 Israel Kirzner, "Entrepreneurial Discovery and the Competitive Market 

Process: An Austrian Approach," Journal of Economic Literature 35 (March 1997), pp. 60-85. 

 Frank Ackerman and Lisa Heinzerling, “Pricing the Priceless: Cost-Benefit Analysis of 

Environmental Protection,” University of Pennsylvania Law Review 159 (2001-02), 

http://www.law.georgetown.edu/faculty/Heinzerling/Articles/Pricing_the_Priceless-U_Pa_LR.pdf 

 

Be prepared to discuss these questions in class: 

 

Graham presents a straightforward explanation of how benefit-cost analysis seeks to identify the 

policy alternative that maximizes welfare. 

 

What key assumptions must the analyst make in order to conclude that the alternative with the 

largest monetized net benefits (benefits minus costs) really is the alternative that maximizes welfare?   

Are these assumptions arbitrary?  Do they import value judgments into analysis that is supposed to 

be value-free? Can you think of other assumptions that would lead to a more accurate (objective) 

analysis? 

 

What does Kirzner mean when he argues that the entrepreneurial discovery process is not 

“informationally efficient” in the neoclassical sense?  Does this mean market prices are not reliable 

guides to analysts attempting to estimate the value of resources in alternative uses? 

 

What insights for cost-benefit analysis can you glean from Kirzner’s discussion of welfare 

economics and socialist calculation (pp. 76-78)? 

 

Are Kirzner’s arguments reasons we cannot reliably quantify costs, or are they caveats about 

uncertainties that should be kept in mind when quantifying costs? 

 

Why do Ackerman and Heinzerling object to monetization of benefits from regulation? 

 

http://mercatus.org/sites/default/files/publication/Common%20Pitfalls%20in%20Regulations.pdf
http://www.mercatus.org/uploadedFiles/Mercatus/Publications/8-influence20080729_RSP_WP0815_Goveconomists-final.pdf
http://www.mercatus.org/uploadedFiles/Mercatus/Publications/8-influence20080729_RSP_WP0815_Goveconomists-final.pdf
http://www.law.georgetown.edu/faculty/Heinzerling/Articles/Pricing_the_Priceless-U_Pa_LR.pdf
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Benefit-cost analysis commonly assumes that a dollar of cost or benefit counts equally regardless of 

who pays the cost or who receives the benefit (“constant marginal utility of income”). Does this 

assumption make the analysis value-free, or does the assumption import a theory of ethics into the 

economist’s definition of efficiency? 

 

Ackerman and Heinzerling distinguish between a well-informed individual’s decision to voluntarily 

assume risks in exchange for some other good thing (eg, the pleasure of skiing), and the decision that 

individual might make about risks imposed on other people in a collective choice context. Assuming 

the value of both kinds of preferences can somehow be measured, which type of preference is most 

appropriate to use in cost-benefit analysis if the goal is to advance economic efficiency? 

 

What do Ackerman and/or Heinzerling offer as an alternative to cost-benefit analysis?  Where would 

they “draw the line” between risks that government policy permits and risks that regulation must 

prevent or mitigate? 

 

Unlike many forms of regulation, monopoly regulation aims to confer monetary benefits on 

consumers by reducing prices to the “competitive” level. Thus, both the costs and the benefits 

involve goods and services that are traded in markets. Given this, to what extent are the foregoing 

critiques of cost-benefit analysis applicable to cost-benefit analysis of monopoly regulation? 

 

November 2 

Current issues in regulation from the legal scholar’s perspective (guest speakers Chris 

Koopman and Hester Peirce) 

Readings to be announced. 

 

November 9   

Individual meetings—class does not meet as a group  

Individual meetings with instructor to discuss your research project in the buildup to the final 

version. 

 

November 16 

Regulatory Accumulation, Dynamism, and Innovation (McLaughlin) 

 Clifford Winston, “US Industry Adjustment to Economic Deregulation.” Journal of Economic 

Perspectives (1998). https://www.usaee.org/chapters/documents/deregulation.pdf  

 Karen Palmer, Wallace Oates, and Paul Portney. “Tightening Environmental Standards: The 

Benefit-Cost or the No-Cost Paradigm?” Journal of Economic Perspectives, 9-4, (1995), pp. 119-

132. 

 Patrick A. McLaughlin and Richard Williams, “The Consequences of Regulatory Accumulation and 

a Proposed Solution.” http://mercatus.org/publication/consequences-regulatory-accumulation-and-

proposed-solution. (2014) 

 Bentley Coffey, Patrick A. McLaughlin, and Pietro Peretto. “The Cumulative Cost of Regulations.” 

Mercatus Working Paper (2016). 
 

November 23 

No class – Thanksgiving recess 
 

 

https://www.usaee.org/chapters/documents/deregulation.pdf
http://mercatus.org/publication/consequences-regulatory-accumulation-and-proposed-solution
http://mercatus.org/publication/consequences-regulatory-accumulation-and-proposed-solution
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November 30  

Careers in government and regulation 

Panel of guest speakers TBA. 

 

December 7  

Final Research Projects Are Due.  Class does not meet.  
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Regulatory Analysis Questions 

 

1. How well does the analysis identify the desired outcomes and demonstrate that the regulation 

will achieve them? 

 

How well does the analysis clearly identify ultimate outcomes that affect citizens’ quality of life? 

How well does the analysis identify how these outcomes are to be measured? 

Does the analysis provide a coherent and testable theory showing how the regulation will produce 

the desired outcomes? 

Does the analysis present credible empirical support for the theory? 

Does the analysis adequately assess uncertainty about the outcomes? 

 

2. How well does the analysis identify and demonstrate the existence of a market failure or other 

systemic problem the regulation is supposed to solve? 

 

Does the analysis identify a market failure or other systemic problem? 

Does the analysis outline a coherent and testable theory that explains why the problem (associated 

with the outcome above) is systemic rather than anecdotal? 

Does the analysis present credible empirical support for the theory? 

Does the analysis adequately assess uncertainty about the existence and size of the problem? 

 

3. How well does the analysis assess the effectiveness of alternative approaches? 

 

Does the analysis enumerate other alternatives to address the problem? 

Is the range of alternatives considered narrow or broad? 

Does the analysis evaluate how alternative approaches would affect the amount of the outcome 

achieved? 

Does the analysis adequately address the baseline—what the state of the world is likely to be in the 

absence of further federal action? 

 

4. How well does the analysis assess costs and benefits? 

 

Does the analysis identify and quantify incremental costs of all alternatives considered? 

Does the analysis identify all expenditures likely to arise as a result of the regulation? 

Does the analysis identify how the regulation would likely affect the prices of goods and services? 

Does the analysis examine costs that stem from changes in human behavior as consumers and 

producers respond to the regulation? 

Does the analysis adequately address uncertainty about costs? 

Does the analysis identify the approach that maximizes net benefits? 

Does the analysis identify the cost-effectiveness of each alternative considered? 

Does the analysis identify all parties who would bear costs and assess the incidence of costs? 

Does the analysis identify all parties who would receive benefits and assess the incidence of 

benefits? 

 

 


