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Overview

This paper proposes a novel integration of environmental benefit cost analysis (BCA) and the national income and product accounts (NIPAs). Compliance costs are likely in the NIPAs while non-market benefits are not. Integrating BCA and the NIPAs relies on computing an augmented measure of output: value-added less environmental damage. Policy evaluations in this framework assess changes in levels and rates of growth in augmented output, with and without policy in question. The empirical application evaluates the adoption of flue gas desulfurization (FGD) technology by power plants in the U.S. between 2005 and 2011. 
Methods

The paper uses integrated assessment modelling.
Results

The empirical BCA finds that augmented output in 2008 was nearly $14 billion higher due to scrubber installation between 2005 and 2008. In 2011, output was almost $20 billion higher due to FGD adoption between 2008 and 2011. FGD adoption in both time periods increased growth by about 0.06%. State growth effects were heterogeneous. West Virginia’s output expanded by 1.2% more due to FGD use.
Conclusions

This paper demonstrates a new synthesis between empirical BCA and the NIPAs. This conflation relies on the estimation of EVA, an augmented measure of output, defined as market output less external environmental damage. The empirical BCA results for the period from 2005 to 2008 indicate that EVA was approximately $14 billion higher than it would have been without new scrubbing technology. Total abatement cost associated with installation of new units in this time period range from $275 million to $750 million, depending on assumptions. The benefit-cost ratio across the 20 states that adopted new FGD units during this time period ranges between 20:1 and 60:1. Further, EVA grew 0.07% more quickly with FGD units that without between 2005 and 2008 in these 20 states. Between 2008 and 2011, in total, power generation facilities in 30 states put new scrubbers in place during this time period. Benefits of FGD installation amounted to almost $20 billion in 2011. Concurrently, abatement costs also increased. Total investment in scrubbers was estimated to range between $345 million and $900 million. Thus, the corresponding benefit-cost ratio was from 20:1 to 60:1. From 2008 to 2011, EVA growth in states that adopted scrubbers was 0.06% more rapid due to FGD adoption. 
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