Comments on the Benefits Assessment Supporting

USEPA’s National Primary Drinking Water Regulations: Proposed Lead and Copper Rule
Revisions; Notice of Proposed Rulemaking, 84 Fed. Reg. 61684

Richard B. Belzer!

l. Summary

The Proposed Lead and Copper Rule Revisions (hereinafter the Proposed LCRR) would
significantly intensify the stringency of federal regulation with respect to the supply of drinking
water by community water systems (CWSs) and nontransient noncommunity water systems
(NTNCWSs). It is abundantly clear from reviewing the 91-page notice of proposed rulemaking,
the 1,108-page Regulatory Impact Analysis (RIA), and numerous other supporting documents
and references that USEPA has devoted extraordinary resources to develop the proposed rule
and analyze its potential effects. This public comment focuses on the Agency’s benefits
assessment and takes its cost assessment as given.

The review herein shows that, even if USEPA’s estimates of benefits are stipulated to be
true and correct, the Proposed LCRR is a poor investment in improving the welfare of children,
its intended beneficiaries. The reason is because it makes their families worse off. Drinking
water is usually supplied by public utilities, but it is not a public good. Households obtain the
benefits from reduced lead exposure, but they also pay for it via higher water bills. The amount
they can expect to pay will exceed the value of the health benefits they hope to obtain.

USEPA analyzed four scenarios that differ by regulatory scope and discount rate.
According to the RIA, benefits could be construed as exceeding costs only for the scenarios
relying on a 3% discount rate. Because the choice of discount rate is the key variable at the
margin, it would be useful to know the break-even discount rate at which net benefits become
consistently negative. The RIA does not reveal this key piece of information.

The RIA reveals two other key insights, but only implicitly. First, continuing the suite of
regulations that comprises the status quo — referred to here and in the RIA as the Current LCR —
would unambiguously make children and their families worse off. Depending on regulatory
scope and discount rate, annualized welfare losses range from $209 million to $390 million,
with benefit/cost ratios ranging from 0.03 to 0.52. Second, if the alternative of sunsetting the
Current LCR were considered, as Executive Order 12,866 § 1(b)(2) requires, the annualized net
benefit of the Proposed LCRR from this alternative baseline would range from a low of —=$578
million to a high of $42 million across the four scenarios examined.

The Proposed LCRR also includes numerous other provisions, but none of them is
credibly represented as producing additional avoided 1Q losses in children. Thus, to make a
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determination that the benefits of the Proposed LCRR justify its costs, the Agency must rely on
non-quantified benefits.

For a number of reasons, the public should be skeptical of both non-quantified benefits
and the benefit estimates reported in the RIA. No evidence is presented showing that the non-
guantified health risks exist at relevant drinking water concentrations that comply with the
Current LCR. Key assumptions were made in the estimation of monetized benefits that likely
result in overestimation.

For USEPA, lead poses an “evergreen” risk. The practical consequence of promulgating
the Proposed LCRR, based only on the record provided by USEPA, is to make lead exposure via
drinking water, of any quantity and duration, to any person, a perpetual trump card that
renders further regulation inevitable and regulatory analysis superfluous.

1. Introduction

These comments are limited to the benefits assessment in USEPA’s Regulatory Impact
Analysis (RIA) (U.S. Environmental Protection Agency 2019b) for this proposed rule (U.S.
Environmental Protection Agency 2019a, hereinafter "Proposed LCRR"). USEPA’s cost estimates
are taken at face value. Other public commenters (e.g., the American Water Works
Association), have access to more technical expertise and experience in engineering cost
estimation.?

USEPA’s economic analysis guidance unambiguously declares that opportunity cost is
the preferred measure of benefits and costs, and explains why:

Assessing opportunity costs is fundamental to assessing the true cost of any course of
action...

[O]pportunity costs consist of the value lost to society of all the goods and services that
will not be produced and consumed if firms comply with the regulation and reallocate
resources away from production activities and towards pollution abatement. To be
complete, an estimate of social cost should include both the opportunity costs of
current consumption that will be foregone as a result of the regulation, and also the
losses that may result if the regulation reduces capital investment and thus future
consumption (U.S. Environmental Protection Agency 2016b, pp. xiv-xv).

In short, engineering cost captures expenditures, but opportunity cost captures social benefits
foregone. The RIA does not estimate opportunity cost.3

2 AWWA believes that USEPA has mischaracterized the costs of the Proposed LCRR by, among other
things, “grossly underestimat[ing] the cost of lead service line replacement” (American Water Works Association
2020, p. 117). If this is true, and recognizing that AWWA is referring to engineering cost, which always is lower
than opportunity cost, the RIA grossly overestimates net benefits even if benefits are ignored.

3 The opportunity cost of engineering expenditures to comply with the Proposed LCRR is the value of
benefits foregone, whether to water systems (which have higher-valued uses for these resources that must be
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The accurate characterization of benefits and costs is critical for Agency compliance with
Executive Order 12,866 (Clinton 1993) and its accompanying economic analysis guidance (Office
of Management and Budget 2003). It also is essential for agency compliance with the regulatory
budgeting elements of Executive Orders 13,771 and 13,777 (Trump 2017b, a) and their
implementation guidance (Office of Management and Budget 2017a). Regulatory budgets
differ from fiscal budgets because costs can only be estimated and they are not ground-truthed
by statutory constraints, such as the Anti-Deficiency Act (Pub. L. 97-258, 96 Stat. 923). An
agency therefore can easily evade the intended purposes of a regulatory budget by
understating costs unless there is effective oversight that includes incentives for compliance
and penalties for violation.

Accurate characterization of benefits and costs also is a key requirement of the Safe
Drinking Water Act Amendments of 1996 (SDWA § 1412(b)(3)(A)-(B)). Biased estimates, in
either direction, are simply incompatible with the statute.

. Net Benefits Analysis for the Proposed LCRR

Because this public comment focuses on benefits, any analysis of net benefits
necessarily is restricted to matters related to benefits assessment. Subsections A and B
summarizes the RIA’s estimates quantified benefits and net benefits, respectively. Subsections
C, D, and E explain why these estimates should be treated with healthy skepticism.

A. Quantified ad Monetized Benefits from Reduced 1Q Losses in Children

Baselines, costs, and benefits are presented in Chapters 4 through 6 of the RIA and
compared in Chapter 7 (U.S. Environmental Protection Agency 2019b). Benefit estimates for
several manifestations of avoided IQ losses in children are reported for both the low- and high-
cost scenarios at discount rates of 3% (Exhibit 7-3) and 7% (Exhibit 7-4). Net benefits are
presented in Exhibits 7-1 and 7-2).

The RIA attributes quantified and monetized benefits to two provisions of the Proposed
LCRR: improved corrosion control treatment (CCT) and lead service line (LSL) replacement.
However, the proposed rule includes numerous additional provisions, including new
monitoring, public education, and LSL inventory requirements (U.S. Environmental Protection
Agency 20193, pp. 61687-61690). The RIA includes benefit estimates for none of these
provisions. Without provision-specific estimates, it cannot be determined which of these
additional provisions, if any, is likely to produce benefits (or net benefits). Not coincidentally, it
also will be difficult, if not impossible, to conduct a retrospective review of their effectiveness
or cost-effectiveness, as Executive Order 13,563 requires (Obama 2011, especially Sec. 6).

foregone to fund compliance) or households (which have higher valued uses of the additional money they must
spend on drinking water).
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B. Net Benefits

The RIA reports annualized negative net benefits for both the low- and high-cost
scenarios at both discount rates. Annualized net benefits are positive only for an “incremental”
estimate in which the Current LCR is used as the baseline.*

Incremental cost analysis is generally appropriate when multiple alternatives are
considered, and they can be ordinally ranked in order of decreasing net benefits. But a key
alternative is missing from this RIA, and without it, incremental net benefit calculations are
misleading. That alternative is sunsetting the Current LCR.

The effect of including or excluding the sunset alternative is clearly visible when USEPA’s
annualized net benefit calculations are shown graphically. Each of the following four figures
tells this story.

e Inthe low-cost scenario using a 3% discount rate (Figure A, Panel 1), the Proposed
LCRR is reported to provide $79 million in annualized net benefits. This estimate
requires that calculations be based on the status quo —i.e., continued
implementation of the Current LCR. But the Current LCR produces annualized net
costs of $364 million.

e |[finstead alternatives are arrayed in order of declining net benefits, sunsetting the
Current LCR would be the first alternative considered (Figure A, Panel 2). According
to the RIA, this would provide $364 million in annualized net benefits Measuring the
incremental effect of the Proposed LCRR from this alternative baseline shows that it
produces $285 million in annualized net costs.

e Worse outcomes obtain using the 7% discount rate (Error! Reference source not
found.). The RIA reports that the Proposed LCRR has annualized net costs of $93
million (Panel 1). Like in Panel 1 ofFigure A, this requires using the Current LCR as the
baseline. But according to the RIA, continuing the Current LCR produces $357 million
in annualized net costs. Sunsetting the Current LCR, however, would stop this
otherwise perpetual loss in social welfare. Using the sunset option as the baseline,
the Proposed LCRR is reported to have annualized net costs of $451 million (Panel
2).

e For the high-cost scenario at a 3% discount rate (Error! Reference source not
found.), the RIA reports annualized net benefits for the Proposed LCRR of $251
million (Panel 1). As before, this requires using the Current LCR as the baseline. But
the RIA reports that the Current LCR produces annualized net costs of $209 million.
Sunsetting the Current LCR would stop this flow of social welfare losses. From this
alternative baseline, the Proposed LCRR would produce annualized net benefits of
just $42 million (Panel 2).

4 Estimates of benefits and costs for the Current LCR assume that existing LCR regulations are retained
indefinitely.
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e Much worse results are reported for the high-cost scenario at a discount rate of 7% (
The RIA reports that the Proposed LCRR would impose $189 million in annualized
net costs (Panel 1). Adopting the Sunset Option would bring these losses to a halt.
From that alternative baseline, the Proposed LCRR is reported to impose annualized
net costs of $578 million (Panel 2).

In short, only with a discount rate of 3% using the Current LCR as the baseline can the Proposed
LCRR be construed as producing positive annualized net benefits. And to get there, one must
ignore the estimated $209 million to $365 million in annualized net social costs imposed by the
Current LCR.

Despite these results, which are taken directly from the RIA, the Agency says:

The Administrator has determined that the quantified and non-quantified
benefits of the proposed LCR revisions justify the costs (U.S. Environmental
Protection Agency 2019ap. 61734).

The Agency does not dispute its own calculations. Rather, it is relying on non-quantified
benefits to more than make up the difference.

For that to make sense, however, non-quantified benefits must dominate the benefits
of avoided losses in children’s 1Q, the sine qua non of the Proposed LCRR. The RIA devotes
chapter after chapter explaining the data, baseline, and models used to estimate reductions in
children’s blood lead levels (BLLs) and avoided decrements in children’s IQ. The RIA also
confirms that the reduction in children’s 1Q losses is the fundamental purpose of the proposed
rule. But these benefits are, by themselves, insufficient to justify both the Proposed LCRR and
the Current LCR.

It is a well-established principle in behavioral economics that rational decision-making
requires ignoring sunk costs (Arkes and Blumer 1985; Thaler 1999; Jolls et al. 1998). USEPA
should give serious consideration to stanching the endless welfare losses that the Current LCR
imposes and refrain from adding to the suffering by not promulgating the Proposed LCRR.
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Figure A: Annualized Net Benefits (3%), Low-Cost Scenario
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Figure B: Annualized Net Benefits (7%), Low-Cost Scenario
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Figure C: Annualized Net Benefits (3%), High-Cost Scenario
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Figure D: Annualized Net Benefits (7%), High-Cost Scenario
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C. Reasons to be Skeptical of USEPA’s Monetized Benefit Estimates

The results reported in Section 111.B above assume that USEPA’s benefits assessment is
unbiased —i.e., that it is not influenced by institutional or personal policy preferences, and it is
equally likely to under- or overstate the true but unknown amounts. As noted in Section I,
there is justifiable concern that costs may be significantly understated. Below it is shown that
the assumption of unbiasedness may be unjustified with respect to benefits as well.

1. Reliance on unrepresentative data

The RIA modeled water lead levels (WLLs) at the tap to establish the baseline exposure
level. However, the Agency did not have much data to work with. The RIA reports that data
came from only 15 water systems in the U.S. and Canada, with U.S. data coming only from the
Northeast and upper Midwest. According to the Agency, these data “do not fully represent
water quality conditions, chemistry differences in pipe scale, and treatment practices across all
US regions”; “[t]here was not enough information to include housing age, which may be related
to additional sources of lead”; and “the original studies were conducted for different reasons
by different entities and sometimes varied in sampling methods.” In an extraordinary
understatement, the RIA acknowledges that “these issues may limit generalizability” (U.S.

Environmental Protection Agency 2019b, p. 6-17, internal references omitted).

But USEPA generalized anyway, to which it added excess precision that leads to all sorts
of misunderstanding, not the least of which is the false impression of accuracy. For example,
despite the absence of evidence that its simulated drinking water tap concentrations are
accurate to the nearest 1 ug/L, the Agency reported them to the nearest 0.01 ug/L (+ 5 ppt)
(U.S. Environmental Protection Agency 2019b, Exhibit 6-12).°

2. Reliance on data from water systems not in compliance with the current
LCR attributes to the Proposed LCRR benefits that the Current LCR should
have achieved

USEPA has promulgated multiple rounds of LCR regulations beginning with its 1991
rulemaking (U.S. Environmental Protection Agency 1991), the composite of which is referred to
in the RIA as the Current LCR. When proposing follow-up regulations, an agency may not count
benefits from preventing risks that were previously claimed to be prevented (Office of
Management and Budget 2017b). Nor is it proper for an agency to project perfect compliance
with a baseline regulation, then argue that additional regulation is justified because compliance
was less than perfect. In both cases, benefits would be (at least) double-counted, a practice

5> Regarding the problem of excess precision, see Belzer (2012, Sec. IV.C, especially the example on p. 26):

Psychology students were training rats to run mazes. In the final report, they
noted “33.3333% of the rats learned to run the maze. 33.3333% of the rats
failed to learn. And the third rat escaped” (from Grumbine 2008).

10
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that is clearly forbidden under federal economic analysis guidance (Office of Management and
Budget 2003; U.S. Environmental Protection Agency 2016b) and widely accepted advice from
experienced benefit-cost professionals (Dudley et al. 2017).°

These principles notwithstanding, the RIA relies on WLL data from Flint, Michigan and
the District of Columbia during periods in which these water systems were noncompliant with
the Current LCR (U.S. Environmental Protection Agency 2019b, Exhibit 6-1; pp. 6-6, 9-5 [fn
100]). It appears likely that some benefits attributed to the Proposed LCRR might properly be
assigned instead to the Current LCR, unless of course they are already counted in the Current
LCR, in which case they should be removed from the estimate for the Proposed LCRR.’

3. Reliance on unusual consumer behavior that happens to maximize
modeled WLLs overstates exposure, risk, and benefits

The RIA estimates baseline exposure using simulated data of lead concentrations in
drinking water populated with data from a number of different sources of varying quality. It
was not reported whether the data reflected full compliance with the 1991 LCR, subsequent
regulations, and changes in lead concentrations due to other factors. One thing is clear,
however: The Agency assumes high baseline WLLs. Its model relies on the “fifth cumulative
one-liter sample drawn from a household tap after stagnation” (approximately 30 seconds after
flushing) to predict peak lead concentration,® which according to the RIA is the liter with the
highest lead concentration.’

Fortunately, actual consumer practices are inconsistent with, and appear to be safer
than, USEPA’s assumed 30-second flush. Katner et al. (2018) reports that only 21% of

6 The problem of double-counting in federal benefit-cost analysis has a long history. For a dated but
remarkably relevant example of federal agencies engaging in this practice, see Berkman and Viscusi (1973).

7 A useful task, not performed in the RIA and beyond the scope of this public comment, is to compare the
benefits estimated by USEPA for its 1991 and subsequent regulatory actions with the benefits estimated in the RIA
for the Current LCR.

8 U.S. Environmental Protection Agency (2019b, Exhibit 6-3) graphically displays for a particular residence
the relationship between lead concentration and cumulative liters after last stagnation period. The lead
concentration after five liters is more than three times greater than the concentration in the first liter, and more
than 20 times greater than the lead concentrations for the third liter and every liter after the seventh. The
expected value depends on actual household conduct, including the expected value stagnation time, which the RIA
does not report.

Peak concentrations do not reflect expected values, which are required by Agency guidance for economic
analysis (U.S. Environmental Protection Agency 2016b) and are required for human health risk assessments
prepared in compliance with statutory text enacted in 1996 (423 U.S.C. § 1412(b)(3)(B)(ii) (USEPA shall specify “the
expected risk or central estimate of risk for the specific populations” [emphasis added]).

% There is some corroborating empirical evidence that fifth-liter draws maximize lead concentrations in
water systems that are compliant with the Current LCR. See Katner et al. (2018, Table 5), showing that in a
convenience sample conducted in New Orleans, about five times as many samples exceeded the USEPA action
level after a 30-second flush than exceeded it at first draw.
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households surveyed in New Orleans flushed their taps, and among those who did, 69% flushed
their taps less than 30 seconds. If this convenience sample is representative for New Orleans
residents, the flush time used in the RIA applies to no more than 15% of households. Other
empirical estimates suggest that USEPA’s modeling assumption is even less representative of
reality. For a different convenience sample, Riblet et al. (2019) found that full flushing was rare
(3.4%) and especially so at the tap (0.26%).1°

This implies that the RIA relies on WLLs derived from uncommon household practices
and generally exceed the expected value of the WLL distribution in actual use. More interesting,
household practices have not been materially affected by public education efforts
recommending 30-second flush times. Katner et al. (2018) conclude that prolonged and
repeated flushing “may also not be practical, cost-effective, or sustainable over the long term,
especially in cities with declining water resources and/or rising water rates.” In any case, the
benefits of new public education requirements included in the Proposed LCRR appear dubious
given that prior public education efforts have not performed well.

4, Reliance on data obtained from precautionary risk management metrics
leads to upwardly biased benefit estimates

The Current LCR requires water systems to report 90th percentile lead concentrations, a
risk management metric, and the RIA relies on these compliance monitoring data. While a
central tendency measure (the geometric mean) was used, a central tendency measure of an
upper-bound risk management metric is different from a central tendency measure of the
actual WLL distribution. Regardless of the merits of regulating based on values from the upper-
tail, it should go without saying that it is inappropriate to base a benefits assessment on data
obtained from a precautionary risk management reporting system.!

5, Short-term increases in WLL after LSL replacement are not taken into
account

The RIA assumes that immediate and permanent reductions in WLLs will result from LSL
replacement. In addition to concerns about timing, noted in Paragraph 6 below, the
effectiveness of LSL replacement is more complex than USEPA assumes for its benefits
assessment. In particular, the extent to which WLL reductions will occur at all is complicated by
uncertainty about the actual source of lead found in residential tap water. By assuming that
100% of it comes from water system service lines, USEPA implicitly attributes none of it to on-
premises lead pipes, solder, and fixtures.

10 With respect to the source of lead, Riblet et al. (2019) found it to be primarily located within the
premises, not the water system service line. This highlights the variability of real-world situations.

11 An empirical distribution could be so skewed that the 90t percentile equals the expected value. The
90t percentile is appropriate in such a case — but only in such a case.

12
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Further, there is evidence that both full lead service line replacement (LSLR) and partial
lead service line replacement (PLSLR) may result in short-term increases in WLL. The USEPA
Science Advisory Board raised this issue in a review:

In studies of full LSLR and PLSLR, the evaluation periods have been too short to
fully assess differential reductions in drinking water lead levels... Both full LSLR
and PLSLR generally result in elevated lead levels for a variable period of time
after replacement. The limited evidence available suggests that the duration and
magnitude of the elevations may be greater with PLSLR than full LSLR (U.S. EPA
Science Advisory Board 2011, p. 2).

The RIA neither cites this SAB review nor substantively addresses its members’ concerns.

6. Reductions in WLLs after CCT optimization will be gradual, not immediate

USEPA’s model assumes perfect and immediate implementation of CCT throughout a
water system’s service area, with immediate changes in WLLs:

In the case of a CCT installation of optimization, the entire population of a model
PWS will move to the new CCT status at the same time. The EPA also assumes
that the entire PWS moves to the drinking water lead concentration, assigned to
POU when this option is implemented by the PWS, which implies that everyone
is properly using the POU. Thus, a corresponding change in the concentration of
lead in drinking water will occur for the entire PWS population in the year the
change is implemented (U.S. Environmental Protection Agency 2019b, p. 6-20,
internal references omitted).?

The convenience of this assumption is obvious, but it clearly overstates the rate at
which CCT optimization (or point-of-use [POU] device adoption) could lead to lower WLLs.
Modeled post-regulation WLLs will be lower-bounds, not expected values. This will bias the
benefit estimate upward, and because the bias occurs early in the 35-year time horizon for the
benefits assessment, the magnitude of the bias will be disproportionately large in present value
terms.

7. Reductions in BLLs after WLL reductions will be gradual, not immediate

In addition to assuming that WLLs decline immediately after implementation of CCT, the
RIA also assumes that children’s BLLs decline immediately when WLLs are reduced:

For LSL replacement, the portion of the population corresponding to the number
of households undergoing LSL replacement each year will change to the lower
drinking water (and blood lead) levels in the year the LSL is replaced (U.S.
Environmental Protection Agency 2019b, p. 6-20 [emphasis added]).

12 pages 6-10 through 6-20 in U.S. Environmental Protection Agency (2019b) all have page “6-20” in the
footer. For this reference and the one that follows, the correct page numbers are used.
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Like the assumption of immediate WLL reduction with CCT optimization, this assumption also is
undoubtedly convenient. But it inescapably results in an upward bias in estimated benefits.

The RIA uses the differences in BLLs before and after CCT and/or LSL replacement
weighted by the number of years in each category, and this also may be a source of bias:

[U.S. Environmental Protection Agency (2019b)] Exhibit 6-24 presents modeled
SHEDS-IEUBK blood lead levels in children by year of life. The blood lead levels in
this exhibit represent what children’s blood lead level would be if they lived
under the corresponding drinking water system scenario for their entire lives.
These blood lead levels are used as inputs for the individual children in each
corresponding PWS for the benefits modeling, and do not represent weighted
population estimates. In the SafeWater LCR analyses of benefits, the EPA
estimated lifetime blood lead levels from these values by taking the average of
the blood lead levels for each year of the child’s life, up to age 7, based on their
drinking water system scenario status during each year. Age at implementation
of the rule was taken into account when calculating lifetime average blood lead
levels. If, for example, the child is age 3 at implementation of the rule, the EPA
would calculate lifetime average blood lead levels by averaging 3 years of pre-
rule blood lead levels and 4 years of post-rule blood lead levels. Or, if the child is
age 5 at implementation of the rule, the EPA would calculate lifetime average
blood lead levels by averaging 5 years of pre-rule blood lead levels and 2 years of
post-rule blood lead levels (U.S. Environmental Protection Agency 2019b, p. 6-
33).

The average BLL before implementation should be expected to be fairly constant, so the effect
of averaging before implementation should be minor. But averaging BLLs after implementation
is likely to overstate BLL reductions in the early years (where discounting has little effect) and
understate BLL reductions in the later years (where discounting has its greatest effect). More
importantly, BLL reductions that are modeling artifacts increase estimated IQ losses avoided.

8. Estimated IQ changes may not be clinically significant

USEPA’s modeled IQ losses for 25 combinations of pre-rule lead concentration. LSL
status, and CCT status. For none of the 25 combinations does the geometric mean estimate of
IQ loss that would be prevented by the Proposed LCRR exceed 2 points (U.S. Environmental
Protection Agency 2019b, Exhibit 6-26). For reference, note that this is just 13% of the 15-point
standard deviation in IQ measures (Weiss et al. 2010). This is equivalent to assuming that Z-
scores of 0.000 and 0.133 are clinically meaningful.

Changes of this magnitude are indistinguishable from random error. This is especially so
for the 11 combinations in which the estimated IQ improvement is less than 1 point (i.e., Z-
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score < 0.007). The fact that USEPA reports estimated 1Q changes with three significant figures
does not imply that any of the three figures reported are meaningful.:?

The RIA cites approvingly advice provided in 1998 by the USEPA Science Advisory Board
that purports to say that changes in IQ too small to be clinically significant in individuals are
nevertheless valid and reliable for extrapolation to exposed populations. In a review of studies
on lead health effects, the RIA states:

The studies reviewed here derive statistical relationships that represent
average effects at a population level. Even when studies have estimated
heterogeneous effects across broad demographic subgroups, it is not
appropriate to use the estimates to predict a change in earnings at the individual
level. Rather, the findings can only be interpreted as representing incremental
changes in earnings associated with IQ changes on average across a population.
The EPA’s Science Advisory Board (SAB) has previously recommended that
predicting changes in 1Q, including mean changes of less than a single 1Q point, is
appropriate for a population in economic and risk analysis but is not defensible
at the individual level [citing U.S. EPA Science Advisory Board (1998)]. The SAB
noted that, “small effects distributed across a large population exert large total
health effects,” and “the characterization of IQ point loss by the summation of
fractional IQ points over the entire population of children is considered
defensible and appropriate” U.S. Environmental Protection Agency (2019b, p. J-
8).

The SAB is cited out of context, however, and in a way inapt for benefits estimation.

In context, SAB members offered their risk management judgment while simultaneously
advising USEPA to explain its case better and not to infer clinical significance to individual IQ
changes (which the Agency implicitly does in the RIA by quantifying and monetizing benefits
from changes in individual 1Qs):

[Charge Question]

The characterization of 1Q point loss in the population includes the
summation of fractional IQ points over the entire population of children. Have we
provided a sufficient technical justification for this approach? Is this approach
defensible and appropriate?

Findings and Recommendations

The [SAB Environmental Health Committee] considered that the Agency
report should emphasize a core principle of public health; namely, that small
effects distributed across a large population exert large total health effects. Thus
the characterization of 1Q point loss by the summation of fractional I1Q points
over the entire population of children is considered defensible and appropriate.

13 Changes are presented + 0.005 |1Q point — three ten thousandths of the standard deviation.
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It was also considered that the technical justification needed to be explained
more clearly. In developing the final rule should be very careful when
referencing effects in individual children. Some readers, understandably, may be
confused because they interpret the exercise as awarding fractional 1Q points to
individual children. The relatively large test-retest variation associated with any
individual measure of 1Q should be clearly presented (U.S. EPA Science Advisory
Board 1998, p. 13-14 [emphasis added]).

But if individual 1Q changes lack clinical significance —i.e., they are not demonstrably “real” in a
clinical sense — it is far from clear that there is any distinguishable difference in lifetime
earnings, or a bona fide willingness-to-pay to achieve them or prevent their loss.

Estimating population benefits by aggregating clinically insignificant individual-level
effects is further justified by reference to USEPA’s economic analysis guidelines [(U.S.
Environmental Protection Agency 2019b, p. J-8), citing U.S. Environmental Protection Agency
(2010)]. Once again, the RIA cites its presumed authority out of context. The relevant Agency
guidance concerns how to value the partial achievement of a threshold that must be met for
any benefits at all to exist. The logic behind this advice is that, if only achievement of the
threshold yields benefits, then every unit of work toward that threshold has no economic value.

Reasonable analysists may differ with respect to how they would advise an agency
concerning how to value partial achievement of a minimum threshold, but this issue is
immaterial to the question at hand. USEPA asserts that there is no threshold for adverse effects
from lead ingestion. Thus, the question posed here is a very different one: How should
biological effects that individually have no value be counted in the aggregate?

9. 1Q valuation method does not capture willingness-to-pay

The RIA values the benefits of avoided IQ losses in children using discounted present
value earnings. This method is inherently unsatisfying for several reasons. First, income losses
are a poor substitute for WTP because income is not the only margin on which individuals base
their preferences. Second, very small changes in estimated IQ are not likely to result in
meaningful differences in lifetime income, especially given the array of confounding factors
with demonstrably greater income effects. Third, there is no reason to believe that 1Q
differences that are clinically insignificant at the individual level result in clinically significant
differences in lifetime income. USEPA should be credited for working admirably with what it has
available, but it has reached far beyond what the literature can justify.

There may be ways, until now unexplored, by which objective valuations could be
obtained for the avoidance of biological endpoints that nonexperts do not understand or
otherwise cannot value. In a recent scientific presentation, the author of this comment
proposed a scheme whereby valuations of such endpoints could be obtained using contingent
valuation surveys of experts, then scaled to the general population (Belzer 2019). This proposed
method would solve a host of problems that arise when unappealing proxies are used because
WTP cannot be directly estimated.
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Note that this proposed method was devised to deal with a different class of problems
in which scientists have raised concern about biological phenomena that nonexperts cannot
(and cannot reasonably be expected to) value. Experts believe that these phenomena are
located on a pathway to a frank health effect (such as cancer), the avoidance of which
nonexperts reasonably can value. But the ability of nonexperts to value the avoidance of a frank
health effect does not translate into an ability to value underlying precursor biological
phenomena. And there may be substantial scientific uncertainty concerning whether these
phenomena are possible, likely, or necessary waypoints on the road to a frank health effect that
nonexperts can understand.

The valuation of small IQ losses in children might be amenable to the application of this
proposed valuation method. Parents may be unable to rationally quantify WTP for small
differences in their children’s 1Q, especially if these changes are clinically insignificant. However,
experts in the measurement of intelligence might be able to make meaningful distinctions, and
if so, the proposed method provides a way to use their expertise in WTP estimation.

10. Variability and uncertainty are acknowledged, but not propagated
through the analysis

The estimates of benefits (and net benefits) in the RIA have substantial variability and
uncertainty, and in several places the RIA is refreshingly candid about this.* With effort,
uncertainty can be propagated through the RIA so that decision-makers and the public are
better able to evaluate to extent to which benefit (and net benefit) estimates are likely to be
different across alternatives. This was not done in the RIA. Thus, decision-makers and other
readers are likely to misinterpret benefit (and net benefit) estimates as fixed values instead of
uncertain quantities that may or may not be different.®

The WLL data on which benefit estimates depend are variable across water systems and
uncertain at several points in their derivation (see, e.g., U.S. Environmental Protection Agency
2019b, Sec. 4.3.5). Several of these sources of variability and uncertainty are quite large:

e The number of water systems covered by the Proposed LCRR
e The distribution of WLLs in these water systems
e The extent to which LSL replacement results in short-term increases in WLLs

14 See, e.g., U.S. Environmental Protection Agency (2019b, p. 6-2): “Ideally, to determine the potential
lead tap concentrations under the various CCT and LSL scenarios, a researcher would analyze the variation of lead
concentrations in tap samples nationwide across the defined scenarios. However, due to the nature of the
available data, the EPA’s lead concentration data were collected from different locations, with different methods,
over multiple decades, and for different purposes. Therefore, the interpretation of what is driving the tap sample
lead concentration variation within and across the CCT and LSL scenarios becomes complicated. A good deal of the
variation in the lead concentration data may be due to the use of differing sample collection methodologies and
unequal numbers of repeated samples in the same time and place.”

15 The fixed value USEPA settled on was the fifth cumulative one-liter sample drawn from a household tap
after stagnation because it is representative of peak WLL and occurs after a flush of roughly 30-45 seconds (U.S.
Environmental Protection Agency 2019b, Sec. 6.2).
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e Human exposure to these WLLs, both in the baseline and as a result of
implementation of each provision in the Proposed LCRR

e The concentration-response functions converting increased WLL into increased BLL,
and increased BLL into 1Q losses

e The concentration-response function converting reductions in WLL into reduced BLL,
ad reduced BLL into 1Q gains

e The extent to which modeled 1Q changes are statistically or clinically meaningful

e The valuation of IQ changes

In addition to these uncertainties, which are real but were not propagated in the analysis, the
interpretative problem is exacerbated by the RIA’s routine use of excess precision. Aggregate
benefits and costs were reported to the nearest $1,000 (i.e., = $500) (U.S. Environmental
Protection Agency 20193, b), but there is no support in the analysis for that degree of precision,
and excess precisions conveys the impression of accuracy because the public often
misunderstands these concepts.

11. The RIA does not comply with applicable economic analysis guidance

As previously noted en passant, the RIA is in key places noncompliant with federal
guidance documents on economic analysis (Office of Management and Budget 2003; U.S.
Environmental Protection Agency 2016b). The RIA does not persuasively show that any
systematic effort was made to adhere to these guidelines. Given his expressed concerns about
this matter (Wheeler 2019), the Administrator would be well advised to probe more deeply and
also consider nongovernmental guidelines (e.g. Dudley et al. 2017) that are targeted for RIA
consumers such as himself.

D. Reasons to be Skeptical that Regulatory Provisions Other Than CCT and LSR
Replacement will Produce Benefits

The Proposed LCRR includes a host of provisions. The RIA assumes, probably correctly,
that several of them will not reduce WLLs. These provisions include the LSL inventory
requirement, water system sampling at schools and licensed child-care facilities, and new public
education requirements (U.S. Environmental Protection Agency 2019b, p. 5-20). For these
regulatory provisions, any benefits that might be realized will be highly indirect, probably
impossible to quantify, and in any event, small. USEPA does expect that other provisions in the
Proposed LCRR will reduce WLLs — in particular, the “fix and fix” provision. The RIA does not
guantify these benefits, however (U.S. Environmental Protection Agency 2019b, p. 6-40).

1. Reasons to be skeptical of new public education requirements

For decades, federal guidance on economic analysis has promoted information
disclosure as a presumptively superior alternative to command-and-control regulation when
information asymmetries are present (Office of Management and Budget 1990, 1996, 2003;
U.S. Environmental Protection Agency 1983, 2000, 2014, 2016b) This preference appears to
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have been grounded more on theory than evidence. Experience gained with informational
strategies suggests consumers may not give them he attention advocates had expected. Ben-
Shahar and Schneider (2014), for example, show that mandated information disclosure has not
been successful in financial and health-care regulation. More disturbingly, they make a strong
case that these strategies likely cannot succeed because, among other things, people already
experience informational overload.

Experience in other regulatory areas also invite skepticism. Examples include privacy
polices (such as those mandated by the European Union’s General Data Protection Regulation),
nutritional labeling mandated by the Food and Drug Administration, and fuel-economy
performance. Indeed, the fuel economy example should be quite familiar to USEPA. The Agency
has recently asserted that, despite the prominence of information disclosures already required
by regulation, firms ignore it when purchasing heavy-duty trucks (U.S. Environmental Protection
Agency and National Highway Traffic Safety Administration 2016a, b) and consumers ignore it
when purchasing light-duty personal vehicles (U.S. Environmental Protection Agency and
National Highway Traffic Safety Administration 2010, 2012). If the so-called “energy paradox” is
true, even the prominent disclosure of fuel economy information is not achieving its intended
purpose. It is therefore uncertain at best whether new information disclosure requirements will
succeed when previous mandates have failed.

While it is possible that these new public education requirements will be effective, there
is only limited evidence that prior efforts have accomplished anything. For example, SDWA
1996 directed USEPA to mandate the distribution of consumer confidence reports (CCRs),
apparently based on the conventional wisdom (widely shared by regulation mavens, including
this author) that useful information would be easy to disseminate and consumers would have
no difficulty understanding it.1® A recent study by Evans and Carpenter (2019) dumps cold
water on this conceit, highlighting the difficulty of crafting CCRs that are both effective and
truthful, and summarizing a painfully extensive history of well-meaning failure. They cite
numerous studies and reports suggesting that the very act of disseminating CCRs regardless of
content may cause alarm, making them counterproductive as tools for ensuring their statutory
purpose —i.e., ensuring consumer confidence in drinking water.'’” To the extent that CCRs cause
alarm even if they contain no objectively alarming information, it may be better if consumers
ignore them. Meanwhile, new public education requirements are mandated by the America’s
Water Infrastructure Act of 2018 (AWIA), and USEPA is required to issue implementing
regulations by October 2020. While it is possible that — this time — Congress and USEPA will
have finally cut this particular Gordian Knot, there is reason for optimism.

16 The absence of a decision-making context is an inherent weakness of the CCR mandate that may be
impossible to overcome no matter how much care is devoted to making them accessible and “user friendly.”
Given that water is supplied by a public or private monopoly, it is not clear how consumers are expected to use
CCRs for decision-making. A more plausible (if not often admitted) purpose is that the primary beneficiaries of
CCRs are advocacy groups.

17 This may be one explanation for the observations of Family et al. (2019), who found lower confidence in
fluoridated tap water among low-income households in Los Angeles County.
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2. Reasons to be skeptical of the benefits of new requirements for water
systems to implement lead in drinking water sampling programs at
schools, licensed child care facilities, and local health agencies

These proposed new requirements are a mix of expanded monitoring and public
education efforts. They are peculiar insofar as they are probably too weak to accomplish much
even if public education could be successful, but they are unlikely to produce net benefits even if
they were much stronger. The number of WLL samples required to be taken is too small to
characterize the distribution, and small sample sizes are inherently susceptible to interpretative
error and misuse. Because the Proposed LCRR also requires water systems to report test results
to schools and child-care facilities, neither of which has special capacity to understand them,
these reports seem so likely to cause undue alarm that it raises the question whether alarm is
an intended consequence.

Intuitively, the school and child-care facility provisions appear to impose costs on water
systems (and their customers) without any serious prospect of benefits. A more worrisome
result would occur if this provision diverted scarce resources by leading schools and child-care
facilities (and maybe the water systems that supply them) to chase ephemeral risks at high
opportunity cost.

3. Reasons to be skeptical of the benefits of potential new requirements for
water systems to remediate lead service lines within private residences

The Proposed LCRR includes a new “find and fix” provision that appears to be crafted so
that water systems become USEPA’s agent in persuading (pressuring?) householders and others
to conduct remedial actions on their own property. This includes original and follow-up
sampling and the provision of sampling results to residents and property owners in as little as
24 hours. Such urgency might be justified in extraordinary circumstances where extremely high
lead concentrations had been found. However, by forcing water systems to act urgently in
response to non-urgent WLLs, this provision appears likely to instill fear and panic rather than
informed decision-making. Are fear and panic intended?

A reasonable response by a frightened resident or property owner is to demand that the
water system fix the problem, even if the likely source is the property owner’s water pipes,
solder, or fixtures. The proposed rule appears to allow water system personnel to walk away if
property owners decline to remediate, but this seems naive. Water system managers could
expect extraordinarily adverse reaction if they do not fix what they find, facing pressure from
primacy agencies and the media to go far beyond what the Proposed LCRR requires. This
outcome is sufficiently predictable that the costs of repairs to private property wherever “high”
WLLs are found, should be counted as a quantified cost of the Proposed LCRR, not excluded on
the ground that it is either a matter of state discretion or not technically required.
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E. Reasons to be Skeptical of USEPA’s Non-monetized Benefits

The RIA claims six categories of additional health effects that “were not quantified” (U.S.
Environmental Protection Agency 2019b, p. 7-4). Causality is inferred based on subjective
criteria (“reasonableness”) that are more accepted in law than science. Indeed, none of these
claims of causality can be refuted, the essential feature of scientific method.'® Appendix D
summarizes some of the literature, focusing on a pair of external reports (National Toxicology
Program 2012; U.S. Environmental Protection Agency 2013). No new analyses were performed,
and no dose-response relationships are discussed.

More to the point, the RIA makes no claim that the information summarized in
Appendix D is relevant to the changes in lead exposure expected to be realized as a result of the
Proposed LCRR. Yet these non-quantified benefits purported to result from small WLL changes
are key to the Administrator’s determination that benefits justify costs.

V. Regulatory Reform and Equity

In the preamble to the NPRM, USEPA asserts, apparently without reservation or irony,
that the benefits of the Proposed LCRR justify the costs (U.S. Environmental Protection Agency
20193, p. 61734). But the preamble and RIA fail to make a persuasive case. The Agency appeals
to net benefit calculations that it acknowledges could well be negative. And, as shown in
Section 111.B above, the Agency relies on a misleading method for characterizing marginal
benefits and costs. In reality, the Agency’s case relies on speculative, non-quantified benefits to
make up the difference.

A. The Proposed LCRR is a missed opportunity for regulatory reform

This disturbing practice has been observed in several post-SDWA 1996 rulemakings,
where net benefits, conventionally calculated, were substantially negative, as they are here
(Belzer 2020). Indeed, the record of post-SDWA 1996 rulemakings reveals no example in which
USEPA exercised its discretion under SDWA 1996 not to propose or promulgate regulations
where benefits do not justify costs. This history, read as context for the Proposed LCRR, raises
serious doubt as to whether USEPA is willing or able to exercise the common sense authorized
by Congress over 20 years ago.

18 USEPA relies on causality determinations made by the authors of the external sources on which it relies
(National Toxicology Program 2012; U.S. Environmental Protection Agency 2013). In both cases, causality is
inferred when “chance, bias, and confounding could be ruled out with reasonable confidence.” Likely causality is
inferred when “chance and bias can be ruled out with reasonable confidence but potential issues remain”
(emphasis added). See U.S. Environmental Protection Agency (2019b, p. D-1).
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A dispassionate review of the RIA shows that, on its own terms, the case for the
Proposed LCRR is very weak. Enormous effort was devoted to the analytic task, and for that
commitment the Agency should be praised. But reading the RIA and its many ancillary parts
conveys the impression that the proposed rule is the inevitable byproduct of the scale of
Agency resources expended on both analysis and consultation with stakeholders and
rentseekers. The analysts’ job appears to have been to provide a legal justification for the
Proposed LCRR, but despite leaving no stone unturned in this endeavor, they came up short.

Section I1l.B above shows that the RIA does not support a conclusion that benefits justify
costs. Annualized net benefits are positive only if 3% is used for the discount rate, and only if
the sunsetting option is ignored. Meanwhile, the RIA shows that sunsetting the Current LCR
would produce annualized net benefits of $364 million (3%) to $357 million (7%) for the low-
cost scenario, and $209 million (3%) to $390 million (7%) for the high-cost scenario. What
vindication of the Proposed LCRR the RIA achieves is accomplished by ignoring the net benefits
of sunsetting the Current LCR to stop the perpetual stream of social welfare losses it imposes.

B. The Proposed LCRR is likely to have devastating effects on the poor

If USEPA were to perform an objective assessment of distributional impacts, it is highly
likely that both the Current LCR and the Proposed LCRR would be revealed to have
unacceptable effects on the poor. That makes it a missed opportunity to avoid exacerbating a
regressive policy that punishes the poor for being poor.

USEPA’s affordability doctrine allows the Agency to compel the expenditure of up to
2.5% of the U.S. median household’s income on drinking water (U.S. Environmental Protection
Agency 1998), and the Agency may extract these resources irrespective of the benefits
households receive. Obviously, half of all households have income less than the median in their
respective jurisdictions, and in many jurisdictions a substantial majority of households have
income below the national median. This means they must pay disproportionately more for the
same private good. About 60% of Mississippi households earned $50,000 or less in 2016, a year
when the national median household income was $58,820. All 82 counties in Mississippi had
median incomes below the national median. In 20% of these counties, median household
income was less than half of the national median. USEPA’s affordability doctrine thus requires
these household to pay 5% of their income — or more — on drinking water (Belzer 2020).

C. Leaving the Current LCR in place would make families poorer

An equally disturbing insight from the RIA is that leaving the Current LCR in place
imposes hundreds of millions of dollars in negative annualized net benefits, with predictably
disproportionate costs imposed on the poor.

To the extent that regulatory costs are borne by households — a very likely circumstance
given that drinking water is a private good — low-income households are likely to bear
disproportionate regulatory costs (Belzer 2020). In a paper currently under review, Cardoso and
Wichman (2019) estimate that 13.6% of households have water and sewer expenditures
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greater than 4.5% of annual household income, and those in the lowest income decile pay on
average 8.1% of their annual income on water and sewer service. These estimates reflect,
among other things, the Current LCR. Leaving the Current LCR in place would almost certainly
harm the poor more than it would benefit them. Sunsetting the Current LCR would stop the
continued drain of scarce resources from the budgets of low-income households. Maintaining
the Current LCR, on the other hand, keeps this resource drain in place without relief.

Under Executive Order 12,866, a regulation such as the Current LCR would be an
obvious candidate for regulatory reform,*® and this is even more so in context of Executive
Orders 13,771 and 13,777 (Trump 2017b, a).?° Further, implementing guidance for Executive
Order 13,777 strongly suggests that the Current LCR warrants inclusion in the Agency’s list of
rules deserving “repeal, replacement, or modification” (Office of Management and Budget
20173, p. 1). The Current LCR is inexplicably missing from USEPA’s list of potential regulatory
reform opportunities (U.S. Environmental Protection Agency 2017), and the Agency’s intent is
to make matters worse.

D. The Proposed LCRR would make families even poorer than the Current LCR

As noted in Section lll above, the Proposed LCRR is likely to impose substantial negative
net benefits. These welfare losses would be borne by households because drinking water, even
when supplied by a public utility, is a private good delivered without need-based subsidies (UNC
Environmental Finance Center 2017). The costs of the Proposed LCRR would be reflected in
household water bills, so their burdens will be disproportionately felt by low-income
communities, and low-income families generally.

The opportunity cost of reducing lead in drinking water at the margin could be justified
if household-level health benefits exceeded these costs, but the RIA indicates they are very
unlikely to do so. This conclusion is reinforced by the fact that the claimed benefits are
obtained by aggregating across the population individual-level effects that are clinically
insignificant. Therefore, the practical consequence of the Proposed LCRR, were USEPA to
finalize it, is that American families generally will be made worse off, and low-income families
will be made worse off by the greatest amount.

19 See Clinton (1993, Sec. 1(b)(2) [pp. 51735-51736]): “Each agency shall examine whether existing
regulations (or other law) have created, or contributed to, the problem that a new regulation is intended to correct
and whether those regulations (or other law) should be modified to achieve the intended goal of regulation more
effectively.”

20 Sec. 3(d)(ii) of Executive Order 13777 directs federal agencies (including USEPA) to “identify regulations
that ... impose costs that exceed benefits.”

23

rbbelzer@post.harvard.edu 703.780.1850



mailto:rbbelzer@post.harvard.edu

E. The Proposed LCRR would impose a new environmental injustice on the poor

USEPA has prepared a supplemental environmental justice report for the Proposed
LCRR. Three questions are posed (U.S. Environmental Protection Agency 2019c, p. iii):

e Are there potential environmental justice concerns associated with environmental
stressors affected by the regulatory action for population groups of concern in the
baseline?

e Are there potential environmental justice concerns associated with environmental
stressors affected by the regulatory action for population groups of concern for each
regulatory option under consideration?

e For each regulatory option under consideration, are potential environmental justice
concerns created or mitigated compared to the baseline?

To the extent that these questions are addressed to the proposed rule, the report skirts
them or contributes no relevant insights. “Higher blood lead levels [may be] observed among
minority populations,” but the Proposed LCRR does not target minority populations and the RIA
includes no analysis showing disproportionate impacts. A “[h]igher proportion of low-income
children [may reside] in older housing [that is] likely to have lead service lines,” but nothing in
the Proposed Rule targets older housing and the benefits assessment does not account for
housing age. “System-wide changes that benefit all customers will also benefit minority and
low-income populations,” but low-income residents will bear disproportionate costs (U.S.
Environmental Protection Agency 2019c¢, Exhibit ES-1).

The environmental justice report repackages information reported in the RIA. It includes
no distributional analysis of regulatory impacts:

EPA’s economic analysis of the proposed LCRR provides limited information to
assess whether there are disproportionate impacts on populations of concern. It
does not contain sufficient spatial information to evaluate whether reductions in
lead exposure occur in areas with disproportionate numbers of populations of
concern. Benefits estimates reflect the assumption that risks at the entry point
level are uniform throughout a service area, which may not be the case if only
part of the service area has LSLs and/or more prevalent lead-bearing materials.
The quantitative analysis suggests that IQ impacts of CCT addition or re-
optimization will be greater for customers with LSLs compared to those with
partial or no LSLs (U.S. Environmental Protection Agency 2019c, p. 20).

As noted above, the extent to which the Proposed LCRR would impose disproportionate
costs on minority and low-income populations — a key environmental justice question —is not
addressed in the environmental justice report. The imposition of disproportionate costs on
poor and minority communities apparently is not an environmental justice concern.

The authors defend USEPA’s longstanding policy preference for quantity-based equity
and object to price-based equity on the ground that it would “leave low-income households
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with disproportionately higher health risks.” 2t The authors apparently do not consider it
inequitable for low-income households to pay disproportionately higher prices for the same
level of risk reduction, nor do they explain how such disproportionate costs are consistent with
USEPA’s environmental justice policy.?

V. References

American Water Works Association. 2020. Comments on National Primary Drinking Water
Regulations: Proposed Lead and Copper Rule Revisions, Docket No. EPA—HQ—-OW-2017-0300.
Washington DC: AWWA.

Arkes HR, Blumer C. 1985. The Psychology of Sunk Cost. Organizational Behavior and Human
Decision Processes 35:124-140.

Belzer RB. 2012. Risk Assessment, Safety Assessment, and the Estimation of Regulatory
Benefits. Arlington VA: George Mason University Mercatus Center.

Belzer RB. A Method for Estimating the Benefits of Avoiding Toxicological Endpoints on the
Pathway to Cancer that Non-experts Do Not Understand. SRA 2019 Annual Meeting, December
9 2019. Arlington VA.

Belzer RB. 2020. Achieving Economically Feasible Drinking Water Regulation. Journal of Benefit-
Cost Analysis. In press.

Ben-Shahar O, Schneider CE. 2014. More Than You Wanted to Know: The Failure of Mandated
Disclosure. Kindle ed. Princeton NJ: Princeton University Press

Berkman RL, Viscusi WK. 1973. Damming the West. New York: Grossman Publishers.

21 Quantity-based equity equal protection at the cost of unequal prices. Price-based equity seeks equal
prices for risk reduction at the cost of unequal quantities of risk reduction. Price-based equity is characteristic of
private goods like drinking water. For a more thorough discussion, see Belzer (2020, Sec. (2)(c)(3)(d) ["USEPA’s
policy of ensuring equal ex post health risk from drinking water imposes highly unequal ex post risk elsewhere"]).

22 “epA defines environmental justice as ‘the fair treatment and meaningful involvement of all people
regardless of race, color, national origin, or income with respect to the development, implementation, and
enforcement of environmental laws, regulations, and policies’” (U.S. Environmental Protection Agency 2019c, p. 1),
citing (U.S. Environmental Protection Agency 20163, p. 1). Further, “The EPA further defines the term fair
treatment to mean that ‘no group of people should bear a disproportionate burden of environmental harms and
risks, including those resulting from the negative environmental consequences of industrial, governmental, and

commercial operations or programs and policies’.” A reasonable inference is that fair treatment does not rule out
imposing disproportionate regulatory costs.

25

rbbelzer@post.harvard.edu 703.780.1850



mailto:rbbelzer@post.harvard.edu

Cardoso DS, Wichman CJ. 2019. Water Affordability in the United States. Cornell University and
University of Chicago.

Clinton WJ. 1993. Executive Order 12866--Regulatory Planning and Review. Federal Register
58:51735-51744.

Dudley S, Belzer R, Blomquist G, Brennan T, Carrigan C, Cordes J, Cox LA, Fraas A, Graham J,
Gray G, Hammitt J, Krutilla K, Linquiti P, Lutter R, Mannix B, Shapiro S, Smith A, Viscusi WK,
Zerbe R. 2017. Consumer’s Guide to Regulatory Impact Analysis: Ten Tips for Being an Informed
Policymaker. Journal of Benefit-Cost Analysis:1-18.

Evans J, Carpenter AT. 2019. Utility Approaches to Evaluating the Effectiveness of Consumer
Confidence Reports. Utilities Policy 58:136-144.

Family L, Zheng G, Cabezas M, Cloud J, Hsu S, Rubin E, Smith LV, Kuo T. 2019. Reasons Why Low-
Income People in Urban Areas Do Not Drink Tap Water. The Journal of the American Dental
Association 150:503-513.

Grumbine R. 2008. Excess Precision. Available:
http://moregrumbinescience.blogspot.com/2008/09/excess-precision.html [accessed February
9, 2012].

Jolls C, Sunstein CR, Thaler R. 1998. A Behavioral Approach to Law and Economics. Stanford Law
Review 50:1471-1550.

Katner A, Pieper K, Brown K, Lin H-Y, Parks J, Wang X, Hu C-Y, Masters S, Mielke H, Edwards M.
2018. Effectiveness of Prevailing Flush Guidelines to Prevent Exposure to Lead in Tap Water.
International Journal of Environmental Research and Public Health 15:1537.

National Toxicology Program. 2012. NTP Monograph on Health Effects of Low-Level Lead. NIH
Publication No. 12-5996. Research Triangle Park NC: DHHS/NIEHS/NTP.

Obama B. 2011. Executive Order 13563: Improving Regulation and Regulatory Review. Federal
Register 76:3821-3823.

Office of Management and Budget. 1990. Regulatory Impact Analysis Guidance (Appendix V).
In: Regulatory Program of the United States Government, April 1, 1990 -- March 31, 1991.
Washington, DC: Office of Management and Budget, 653-666.

26

rbbelzer@post.harvard.edu 703.780.1850



mailto:rbbelzer@post.harvard.edu
http://moregrumbinescience.blogspot.com/2008/09/excess-precision.html

Office of Management and Budget. 1996. Economic Analysis of Federal Regulation Under
Executive Order 12866. Available:
https://obamawhitehouse.archives.gov/omb/inforeg riaguide [accessed February 1, 2012].

Office of Management and Budget. 2003. Circular A-4: Regulatory Analysis. Available:
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/circulars/A4/a-4.pdf [accessed
April 6, 2011].

Office of Management and Budget. 2017a. Guidance on Regulatory Reform Accountability
under Executive Order 13777, titled “Enforcing the Regulatory Reform Agenda”. M-17-23.
Washington DC: OMB.

Office of Management and Budget. 2017b. Guidance Implementing Executive Order 13771,
Titled ‘Reducing Regulation and Controlling Regulatory Costs’. M-17-21. Washington DC: OMB.

Riblet C, Deshommes E, Laroche L, Prévost M. 2019. True Exposure to Lead at the Tap: Insights
from Proportional Sampling, Regulated Sampling and Water Use Monitoring. Water research
156:327-336.

Thaler RH. 1999. Mental Accounting Matters. Journal of Behavioral Decision Making 12:183-
206.

Trump DJ. 2017a. Executive Order 13777—Enforcing the Regulatory Reform Agenda. Federal
Register 82:12285-12287.

Trump DJ. 2017b. Executive Order 13771 of January 30, 2017: Reducing Regulation and
Controlling Regulatory Costs. Federal Register 82:9339-9341.

U.S. Environmental Protection Agency. 1983. Guidelines for Performing Regulatory Impact
Analysis.

U.S. Environmental Protection Agency. 1991. Maximum Contaminant Level Goals and National
Primary Drinking Water Reguiations for Lead and Copper; Final rule. Federal Register 56:26460-
26564.

U.S. Environmental Protection Agency. 1998. Notice of Availability; Information for States on
Developing Affordability Criteria for Drinking Water. EPA 816-R-98-002 63:6176.

U.S. Environmental Protection Agency. 2000. Guidelines for Preparing Economic Analyses. EPA
240-R-00-003. Washington, D.C.: USEPA/National Center for Environmental Economics.

27

rbbelzer@post.harvard.edu 703.780.1850



mailto:rbbelzer@post.harvard.edu
https://obamawhitehouse.archives.gov/omb/inforeg_riaguide
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/circulars/A4/a-4.pdf

U.S. Environmental Protection Agency. 2010. Guidelines for Preparing Economic Analyses. EPA
240-R-10-001. Washington DC: USEPA/National Center for Environmental Economics.

U.S. Environmental Protection Agency, National Highway Traffic Safety Administration. 2010.
Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate Average Fuel Economy
Standards; Final Rule. Federal Register 75:25324-25728.

U.S. Environmental Protection Agency, National Highway Traffic Safety Administration. 2012.
2017 and Later Model Year Light-Duty Vehicle Greenhouse Gas Emissions and Corporate
Average Fuel Economy Standards. Federal Register 77:62624-63200.

U.S. Environmental Protection Agency. 2013. Integrated Science Assessment for Lead.
EPA/600/R-10/075F. Research Triangle Park NC: USEPA/ORD/NCEA.

U.S. Environmental Protection Agency. 2014. Guidelines for Preparing Economic Analyses.
Washington DC: USEPA/NCEE.

U.S. Environmental Protection Agency. 2016a. Technical Guidance for Assessing Environmental
Justice in Regulatory Analysis. Washington DC: USEPA.

U.S. Environmental Protection Agency. 2016b. Guidelines for Preparing Economic Analyses.
Washington DC: USEPA National Center for Environmental Economics.

U.S. Environmental Protection Agency, National Highway Traffic Safety Administration. 2016a.
Greenhouse Gas Emissions and Fuel Efficiency Standards for Medium- and Heavy-Duty Engines
and Vehicles; Phase 2; Regulatory Impact Analysis. Washington DC: USEPA/NHTSA.

U.S. Environmental Protection Agency, National Highway Traffic Safety Administration. 2016b.
Greenhouse Gas Emissions and Fuel Efficiency Standards for Medium- and Heavy-Duty Engines
and Vehicles—Phase 2; Final Rule. Federal Register 81:73478-74274.

U.S. Environmental Protection Agency. 2017. Environmental Protection Agency Regulatory
Reform Task Force 90-Day Progress Report Under Executive Order 13777 — Enforcing the
Regulatory Reform Agenda. Washington DC: USEPA.

U.S. Environmental Protection Agency. 2019a. National Primary Drinking Water Regulations:
Proposed Lead and Copper Rule Revisions; Proposed rule, request for public comment. Federal
Register 84:61684-61774.

28

rbbelzer@post.harvard.edu 703.780.1850



mailto:rbbelzer@post.harvard.edu

U.S. Environmental Protection Agency. 2019b. Economic Analysis for the Proposed Lead and
Copper Rule Revisions (with Appendices). Washington DC: USEPA/OW.

U.S. Environmental Protection Agency. 2019c. Environmental Justice Analysis for the Proposed
Lead and Copper Rule Revisions. Rockville MD: Abt Associates.

U.S. EPA Science Advisory Board. 1998. An SAB Report: Technical Review of the Proposed TSCA
Section 403 Regulation (ldentification of Dangerous Levels of Lead). EPA-SAB-EHC-99-004.
Washington DC: USEPA/SAB.

U.S. EPA Science Advisory Board. 2011. SAB Evaluation of the Effectiveness of Partial Lead
Service Line Replacements. EPA-SAB-11-015. Washington DC: USEPA/SAB.

UNC Environmental Finance Center. 2017. Navigating Legal Pathways to Rate-Funded Customer
Assistance Programs: A Guide for Water and Wastewater Utilities. Chapel Hill NC: UNC EFC.

Weiss LG, Saklofske DH, Coalson DL, Engi Raiford S, eds. 2010. WAIS-IV Clinical Use And
Interpretation. London UK: Adademic Press.

Wheeler AR. 2019. Increasing Consistency and Transparency in Considering Benefits and Costs
in the Rulemaking Process. Washington DC: USEPA.

29

rbbelzer@post.harvard.edu 703.780.1850



mailto:rbbelzer@post.harvard.edu

	I. Summary
	II. Introduction
	III. Net Benefits Analysis for the Proposed LCRR
	A. Quantified ad Monetized Benefits from Reduced IQ Losses in Children
	B. Net Benefits
	C.  Reasons to be Skeptical of USEPA’s Monetized Benefit Estimates
	1. Reliance on unrepresentative data
	2. Reliance on data from water systems not in compliance with the current LCR attributes to the Proposed LCRR benefits that the Current LCR should have achieved
	3. Reliance on unusual consumer behavior that happens to maximize modeled WLLs overstates exposure, risk, and benefits
	4. Reliance on data obtained from precautionary risk management metrics leads to upwardly biased benefit estimates
	5. Short-term increases in WLL after LSL replacement are not taken into account
	6. Reductions in WLLs after CCT optimization will be gradual, not immediate
	7. Reductions in BLLs after WLL reductions will be gradual, not immediate
	8. Estimated IQ changes may not be clinically significant
	9. IQ valuation method does not capture willingness-to-pay
	10. Variability and uncertainty are acknowledged, but not propagated through the analysis
	11. The RIA does not comply with applicable economic analysis guidance

	D. Reasons to be Skeptical that Regulatory Provisions Other Than CCT and LSR Replacement will Produce Benefits
	1. Reasons to be skeptical of new public education requirements
	2. Reasons to be skeptical of the benefits of new requirements for water systems to implement lead in drinking water sampling programs at schools, licensed child care facilities, and local health agencies
	3. Reasons to be skeptical of the benefits of potential new requirements for water systems to remediate lead service lines within private residences

	E. Reasons to be Skeptical of USEPA’s Non-monetized Benefits

	IV. Regulatory Reform and Equity
	A. The Proposed LCRR is a missed opportunity for regulatory reform
	B. The Proposed LCRR is likely to have devastating effects on the poor
	C. Leaving the Current LCR in place would make families poorer
	D. The Proposed LCRR would make families even poorer than the Current LCR
	E. The Proposed LCRR would impose a new environmental injustice on the poor

	V. References

