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Cost-Benefit Analysis in the
Governmental Decision-Making:
Its Applications and Limitations

Ssu-Ming Chang

Abstract

Cost-Benefit Analysis(CBA) is normally used to evaluate the
economic desirability of public programs. Given its increasing
importance in the governmental decision-making, this paper is
first to explore several critical issues concerning the utilization of
CBA in the public sector, such as identifying relevant impacts,
monetizing impacts, discounting for time and risk, and choosing
among policy alternatives under consideration. This paper is
further to describe the three major weaknesses of CBA in the
governmental decision-making process. As a decision-supporting
technique, the implementation of CBA is very expensive and
time-consuming. In addition, many decisions involving in the
CBA are still controversial since they are not only technical issues
but also pertinent to the value judgement of policy analysts. The
utilization of CBA is also intruded by the political process which
often flocks with many conflict interests and pref::rences. From
the standpoint of ethic and philosophical critiques, the paper
finally discusses the adequacy of utilizing CBA in the

representative government.



80 fTE BB REHR

Key Words: Cost-Benefit Analysis, Cost-Effectiveness Analysis,
decision-making, Pareto efficiency, Willingness-To-
Pay, opportunity costs, discounting, risk and

uncertainty, Arrow’s Impossibility Theorem




