
 A Twisted Reflection of Working Conditions 

A third potential intrusion of work, workers, and working conditions emanated from a young 

University of Chicago graduate student, Richard Thaler, eight years after Leibenstein's article. 

Unlike the hostile reaction to Jevons and Leibenstein, the discipline actually embraced this 

analysis. 

 Today, Thaler is perhaps the world's best-known behavioral economist. Here is how he 

explained his own work: 

  I am not your usual sort of economist. I practice what has come to be called 

behavioral economics. We behavioralists differ from our more traditional brethren 

in the way we characterize agents in the economy. Traditional economics is based 

on imaginary creatures sometimes referred to as "Homo economicus." .... Real 

people have trouble balancing their checkbooks, much less calculating how much 

they need to save for retirement; they sometimes binge on food, drink or 

high-definition televisions .... Behavioral economics is the study of Humans in 

markets. [Thaler 2009] 

Thaler did not begin as a behavioralist. Instead, he was promising doctoral student at the 

University of Chicago. In 1974, he published a Ph.D. dissertation at the University of Chicago, 

which found a correlation between wage rates and the probability of dying on the job and then 

published his results in an article with his advisor, Sherwin Rosen (see Thaler and Rosen 1976). 

Based on this correlation and assuming the higher wages were a reward for accepting the risk of 

death, he proposed that one could assume that workers were communicating through their 

transactions on the job market how much they thought that their lives were worth. Thaler 

estimated that workers were demanding $200 a year (in 1967 dollars) for each l-in-1,000 chance 

of dying. 

 This method is seriously biased downward because poor people, especially immigrants, 

with few alternatives, are more likely to accept low-wage, dangerous jobs. For example, a 

government report on workplace deaths concluded, "... during 1992-2006, ... the death rate for 



Hispanic workers was consistently higher than the rate for all U.S. workers, and the proportion of 

deaths among foreign-born Hispanic workers increased over time" (Centers for Disease Control 

and Prevention 2008b). 

 A different kind of study would arrive at a very different result. If, for example, 

economists had the capacity to plumb the minds of students who were about to graduate with 

MBAs from elite universities, they could investigate how much more the students would expect 

from hypothetical investment banking jobs with an annual one percent chance of workplace 

fatality. If such a study were somehow possible, the value of a "statistical life" would certainly 

be higher than estimates for a pool of potential applicants for jobs as farmworkers. 

 Thaler quickly realized the weakness of his results. His friends told him that they would 

never accept anything less than $1 million in return for increasing their chances of dying by 0.1 

percent. Paradoxically, the same friends would not be willing to sacrifice any income to reduce 

the probability of dying on the job (Lowenstein 2001). This apparent inconsistency soon left 

Thaler disenchanted with his work, but his recognition that economics' central assumption of 

rationality was flawed moved him in the direction of behavioral economics. 

 Although Thaler lost confidence in his work, he was almost alone in this respect.  Instead, 

his work resonated with the objectives of opponents of regulation, including business interests 

and their armies of lobbyists, who along with a number of conservative think tanks and some 

conservative economists, tirelessly work to weaken regulations (see Perelman 2005, pp. 123-29 

and 163-67). One of the major strategies of the anti-regulators is to argue that the benefits of 

regulations are less than their costs. 

 To make that point in the case of regulations to protect human lives, anti-regulators want 

to find ways to diminish the importance of any deaths that regulations might prevent. To meet 

this need, economists constructed an influential literature to measure the value of a "statistical 

life." 

 Most people resist putting a monetary value on human life, but Thaler's idea of a 

"statistical life" had a twofold benefit: it gave a human life a lowball value, while putting 



scientific gloss on the antiregulators' arguments. Once the idea of assigning a monetary value is 

accepted, anti-regulators could work to create even lower estimates, further minimizing the 

consequences of workplace fatalities, as well as deaths from consumer products. 

 Government agencies embraced this technique (see Borenstein 2008). This practice is 

only one part of a three-pronged strategy, which also includes overestimating the costs of 

regulation and then, the anti-regulators finally cap their case, with a flourish, suggesting that 

money spent on regulation would do far more good in other areas, such as vaccinating children. 

For example, in pushing this third prong of anti-regulatory rhetoric, John D. Graham, a fervent 

opponent of regulation, who became President George W. Bush's head of Office of Management 

and Budget's Office of Information and Regulatory Affairs, even went so far as to claim that 

spending money on regulations instead of vaccinating children is tantamount to "statistical 

murder" (Graham 1995). Ironically, I know of no case when the anti-regulators actually come 

out in support of any program to actually vaccinate children, perhaps preferring to be able to 

recycle vaccination as a straw man to wield against all regulation. 

 The example of a statistical life illustrates the opportunistic ways that unscrupulous 

economists mostly avoid looking into questions regarding work, workers, and working 

conditions, except where they can cherry pick some useful results. 

 Thaler's career is interesting in this regard. Much like David Card, Thaler paid a personal 

cost for straying from the mainstream fold. His thesis advisor, the same Sherwin Rosen, who 

refused to take Krueger's work seriously, loved the dissertation but expressed deep 

disappointment that Thaler's later work in behavioral economics wasted his career on trivialities. 

Another University of Chicago professor, Nobel laureate Merton Miller, even refused to talk 

with Thaler. 

 Ironically, Thaler's behavioralism is now coming into favor in Democratic circles. 

Together with his co-author, Cass Sunstein, Thaler has promoted the idea of "nudging" instead of 

outright regulation. For example, Thaler and Sunstein suggest that business could increase the 

rate of personal savings if people had to opt out of 401(k)'s instead of opting in (Thaler and 



Sunstein 2008). Such suggestions are politically attractive because they seem to be doing 

something positive without inconveniencing business. At the same time, nudging tends to 

emphasize personal rather than social behavior. The irony was redoubled, when President Obama 

nominated Cass Sunstein to take the job that John Graham had held. 

 Thaler's experience is doubly relevant to this book because it suggests that even in those 

rare cases when well-meaning economists do trespass into questions of work, workers, or 

working conditions -- territory usually proscribed by the discipline -- their work is unlikely to be 

helpful with respect to workers' interests. If such work will help the workers' cause, it will be 

rejected; however, if it can be wielded to harm labor, economists are likely to embrace it as they 

did Thaler's dissertation. 

 In this case, economists used his work by reducing the benefits of saving a worker's life 

to undermine efforts to improve workplace safety. If Thaler had come up with numbers that had 

supported greater workplace protections, he probably would have experienced ostracism earlier 

in his career. 
 


