
Seminar assignment 2: Value of life with focus on low-income countries, and comparisons with 

high-income countries 

Discuss how to value damage to human life (that may result from pollution, accidents, etc.) and how 

such values enter into cost-benefit analysis of projects involving the environment, infrastructure 

investments, government regulations, etc. This is particularly important for valuing programs for 

reducing pollution in lower-income countries, where such pollution is a leading cause of death, and 

where reduced mortality is (one of) the most important benefits from the programs. 

Several principles for how increased mortality ought to enter into cost-benefit analysis have been 

discussed in the economics literature. Among these, we can mention the following: 

1. The so-called human capital method. This method says that a life ought to be valued based 

on the value of the expected future production of that individual (his or her “human 

capital”).  

2. The QALY (“quality-adjusted life year”) method. With this method one stipulates (for any 

given country) a standardized value of extending people’s lifetimes by one year, when the 

person is in full health. When the person is not in full health, the life year value is “quality 

adjusted” by taking a value less than 1.  

3. The value of statistical life (VSL) based on individualistic value assessment. The principle here 

is that the VSL is estimated based on either individual market behavior (in situations 

involving mortality risk that can be reduced at a cost), or based on stated preferences where 

individuals answer to questions involving (usually, hypothetical) risk-money trade-offs.  

4. VSL based on a social value assessment. Here, the valuation implies that individuals value 

social programs that reduce general mortality in society as a whole. These individuals are 

asked about their maximum willingness to pay for these programs.  

Discuss the differences between these four approaches, and their ability to capture relevant life 

values in a correct way, in particular, for groups in a society in different age classes. Can you argue 

for or against one or more of the methods for application in a CBA? 

Discuss also possible differences between value of life assessments in LICs versus HICs, and what can 

be behind such differences in assessment.  Try to evaluate both the ethical and practical basis for 

such differences. 

Consider the two methods indicated for estimating VSL values, under point 3 above. A third method 

which has also been used, is to consider an individual’s expected lifetime contribution to society’s 

output through the person’s labor market participation. What can you say about the relative merits 

of these three alternatives, for estimating VSL? 

 

 


