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Valuation of human life
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Damages to humans

It is particularly difficult to put a price 

on the damage to human lives
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Pricing human life is unavoidable

Investment
(CHF millions)

# deaths
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How to measure lives lost ?

• Number of lives

• Years of life =  lives × remaining life expectancy

• Quality adjusted life years (QALY)

• Disability adjusted life years (DALY)

• 'Values' based on willingness to pay
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Willingness to pay for reducing the risk

of a fatal accident
Example 1:

Policy measure for risk reduction from

4 cases per 10,000 inhabitants to

3 cases per 10,000 inhabitants

Risk reduction: 1 case per 10,000 Inhabitants = 0.0001

Individual willingness to pay (WTP) for that policy measure, which saves 

1 life among 10,000 inhabitants = 100 €.

WTP for prevented (statistical) fatality: 

100 €/0.0001 = 1 Million € or   10,000 × 100 € = 1 Million €
5
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"Value of a statistical life"

• It is important to remember that this is not an amount the 

population (or the people surveyed) would be willing to spend to 

save the life a determined person (hence: "statistical life")

• It would be more accurate to call this "the value of goods and 

services the population would accept to give up in exchange for a 

small reduction of the probability of occurrence of a fatal event for 

a member of the population"

• This is expressed as a "value of life" for simplicity … and rapid 

calculation
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Methods

• Estimate the income a dead person would have earned over her 

remaining lifetime (damage function approach, "replacement cost")

• Interview a sample of persons about their WTP for lifesaving 

programs (contingent valuation)

• Infer WTP from amounts spent by people to reduce their risk of 

fatal accident (revealed preferences)

• Use court rulings of compensation for lost life, particularly when 

they have a popular jury (next slide)

• Infer WTP from amounts spent by public authorities to reduce the 

risk of fatal accidents (revealed preferences)
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Do not use court rulings!

The compensation granted depends on personality of victim and 

circumstances of death
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https://www.washingtonpost.com/news/post-nation/wp/2018/06/02/a-man-was-shot-and-killed-by-police-a-jury-gave-his-family-4/
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Inferring WTP from public protection measures

• One expects public authorities to make reasoned choices 

reflecting the preferences of their population

• In fact, when they apply cost-benefit analysis, they use value-of-

life estimates provided by experts!

• Hence, these choices must be excluded from the sample of life-

saving measures used to infer (public) WTP

• A common problem of all methods (survey, revealed preferences, 

etc.) are the very small probabilities; no one is good at handling 

small probabilities
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Resources spent 

to save lives and 

avoid injuries in 

transportation
(million CHF)

Kägi, W., et al. (2015). Monetarisierung des 

statistischen Lebens im Strassenverkehr. 

Schweizerischen Verbands der Strassen- und 

Verkehrsfachleute (VSS), Tab. 5, p.30
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How much is a life-year worth to the (US) 

authorities?

11http://www.econoclass.com/savinglives.html

Cost per life-year 

saved

$ 37,731

$ 126,738,845,100
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Cost per life-year of life-saving intervention
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Source: Learning to live with Health Economics, edited by H. Zöllner, G. Stoddart and C. Selby Smith, WHO Regional Office 

for Europe, Copenhagen, 2003. Data from Tengs et al. (1995)
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Coûts de traitements pour sauver des vies
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Le Temps, 23.10.2019, p.13
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Estimated values of a statistical life
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1.5 to 4.5 million USD2005 adults in OECD, based on 2012 meta-analysis of 800 

estimations by OECD

3.6 million USD2005 adults in EU27, based on 2012 meta-analysis of 800 estimations

by OECD

3 million € used in France since 2013 for the CBA of public policies (up 

from 1.5 mio € in 2001)

0.5 to 5 million USD2010 Nigeria to USA, Parry et al. (2014) for IMF

1.5 mio USD

0.3 mio USD

0.1 mio USD

in high-income countries

in middle-income countries

in lowest-income countries

in AR1 and AR2 of IPCC

1.0 mio USD for all countries, in AR3ff of IPCC
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Value of statistical life: recommended value for WTP 

to reduce accident and health risks in Switzerland

• Accepted value was 5 million CHF between 2009 and 

2017

• New estimate derived by Ecoplan (2016) from OECD 

(2005) reference value by taking into account relative GDP 

per capita and inflation

• New value from 2018: 6.5 million CHF
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Ecoplan (2016). Empfehlungen zur Festlegung der Zahlungsbereitschaft für die Verminderung des Unfall- und 

Gesundheitsrisikos (value of statistical life). Bundesamt für Raumentwicklung ARE und Beratungsstelle für 

Unfallverhütung bfu. Bern.


