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Maybe I’m biased because I mostly work on fiscal policy, but it certainly seems feasible 
to come up with rough estimates for the damage caused by onerous taxes and excessive 
spending. 

On a personal level, for instance, we have a decent idea of how much the government 
takes from us and we know the aggravation of annual tax returns. And we tend to have 
some exposure to government bureaucracies, so we’re familiar with the concept of 
wasteful spending. 

But how do you quantify the cost of regulation and red tape? Well, here are some very 
large numbers to digest. 

Americans spend 8.8 billion hours every year filling out government forms. 

The economy-wide cost of regulation is now $1.75 trillion. 

For every bureaucrat at a regulatory agency, 100 jobs are destroyed in the economy’s 
productive sector. 

The Obama Administration added $236 billion of red tape in 2012 alone. 

In other words, the regulatory burden is enormous, but I worry that these numbers lack 
context and that most of us don’t really grasp how we’re hurt by government 
intervention. 

So let’s look at some additional data. 

If nothing else, this video from the Mercatus Center will help you appreciate just how 
vast the regulatory state has become. 

The video mentions a report with additional data. Well, here’s some of what’s inthat 
report. 
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A recent study published in the Journal of Economic Growth found that between 1949 
and 2005 the accumulation of federal regulations slowed US economic growth by an 
average of 2 percent per year. Had the amount of regulation remained at its 1949 level, 
2011 gross domestic product (GDP) would have been about $39 trillion—or three and a 
half times—higher, which translates into a loss of about $129,300 for every person in the 
United States. 

A 2005 World Bank study found that a 10-percentage-point increase in a country’s 
regulatory burdens slows the annual growth rate of GDP per capita by half a percentage 
point. Based on this finding, an increase in regulatory burdens can translate to 
thousands of dollars in lost GDP per capita growth in less than a decade. 

Other economists have estimated that a heavily regulated economy grows two to three 
percent slower than a moderately regulated one. 

According to a World Bank study, moving from the 25 percent most burdensome to the 
25 percent least burdensome regulatory environment (as measured by the World Bank’s 
Doing Business index) can increase a country’s average annual GDP per capita growth 
by 2.3 percentage points. 

Hopefully all those numbers drive home the point that our economy is weaker and our 
incomes are lower because of needless red tape. 

And never forget that even small differences in growth add up to big differences in living 
standards after a few decades. 

Want more evidence? This chart, also from Mercatus, gives us a good idea. Industries 
that are heavily regulated had far lower levels of productivity compared to industries 
with less red tape. 

And remember that labor productivity helps determine wages, so both workers and 
investors suffer. 
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By the way, if you’re interested in the methodology, here’s some of the explanatory text 
that accompanied the graph. 

Regulatory burden is measured using RegData, a text analysis tool that counts the 
number of binding words—“shall,” “must,” “may not,” “prohibited,” and “required”—
that appear in the Code of Federal Regulations and cross-references those word counts 
with the industries to which they apply. Comparing this data to production-efficiency 
measures from the Bureau of Labor Statistics shows that industries that are subject to 
less regulation have significantly higher production-efficiency measures than industries 
that are subject to more regulation. 

And here are some sobering numbers from the Competitive Enterprise Institute. They 
show that regulatory compliance costs are now larger than the costs – for both 
households and businesses – of obeying the income tax. 
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Maybe now you can fully appreciate this Nate Beeler cartoon. 

 

Let’s close with some specific examples of regulation run amok. 

First, Kevin Williamson of National Review writes about the deadly (no hyperbole) 
decision by the Food and Drug Administration to block additional patients from 
receiving a promising treatment for the Ebola virus. 
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When you are infected with Ebola, you are not very much worried about the possibility 
that you might get sick — you are sick, horrifyingly so, and mortally so in more than half 
of all cases. Worrying that your health might take an additional turn for the worse after 
you’ve been infected with Ebola is like noticing that your car’s check-engine light has 
come on a half-second after you’ve driven it over the rim of the Grand Canyon. And so 
the controversy over giving experimental Ebola drugs to two American aid workers, 
Kent Brantly and Nancy Writebol, and whether to extend the same option to dying 
people in Africa, is a strange one. …the drugs should be released, but the World Health 
Organization is hearing none of it. The experimental Ebola serum, which has shown 
promise in tests on monkeys but has not been through human trials, may very well have 
saved the two aid workers’ lives. The serum, called ZMapp, is a project of Mapp 
Pharmaceutical of San Diego — one of those wicked pharmaceutical companies that are 
a favorite whipping-boy of health-care reformers while they are quietly working to save 
the world — in collaboration with Dreyfus Inc. and U.S. and Canadian health agencies. 
Mapp seems ready and willing to get moving: “Mapp and its partners are cooperating 
with appropriate government agencies to increase production as quickly as possible,” 
the firm said in a statement. But use of ZMapp remains “under the regulatory guidelines 
of the FDA.” An American firm with a potentially life-saving drug is allowed to 
administer it to two Americans, while 1,600 or more Africans are denied… Ebola experts 
including Peter Piot, the discoverer of the virus, argue that African doctors and patients 
should be given the same choice that was given to Kent Brantly and Nancy Writebol. 
He’s right. 

The Ebola episode, isn’t an isolated example. 

It isn’t just Africa, of course. Every year, Americans in the late stages of terminal 
illnesses are denied access to experimental treatments by the FDA, on the theory that 
untested drugs might make these dying people sick. The agency’s “compassionate use” 
program, which gives some leeway in the use of unapproved drugs, is cumbrous and 
narrow, and, like most regulatory programs, is much more oriented toward the FDA’s 
institutional interests than those of the sick and dying people the program allegedly is 
there to serve. The FDA is not there to look after Americans’ health; the FDA is there to 
look after the FDA. 

And that can have deadly consequences for sick people. 

Here’s a story, from Washington’s Freedom Foundation, about the Forest Service using 
its regulatory power to abuse a disabled veterans. 

The story began about four years ago, when a small rock slide covered the entrance 
portal to Nicholas’ mine and, based on Forest Service rules and bureaucratic 
obstruction, he was forbidden to clear the slide debris with heavy equipment. In 
addition to inventing new excuses and red tape to delay Nicholas’ rightful access to his 
claim, the agency also decided to seize his trailer and related equipment located at his 
mine, valued at $68,000. …The USFS managers were very capable of inventing new 
justifications, excuses and delays to pick on Nicholas, and they apparently had plenty of 
time and energy to do this. 
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Fortunately, we have a happy ending. 

While the Forest Service was denying Nicholas the ability to access his equipment with a 
backhoe because it might disturb spotted owls or cause some other imaginary terrible 
event, they admitted they could not prevent Nicholas from removing the small debris 
slide by hand. The bureaucrats appeared to think this was amusing because they knew 
Tony was disabled, and he wasn’t physically able to move these rocks. They never 
considered that his neighbors would come to Nicholas’ aid and move tons of rocks for 
him. This is exactly what happened in late June when – led by Manweller, 50 volunteers 
showed up at the Liberty Café in Cle Elum, drove up to Nicholas’ mine claim and moved 
many of the rocks. 

I’m glad things worked out, but who would have thought the Forest Service would 
behave so poorly? 

Then again, we recently learned that the Park Service was filled with spiteful 
bureaucrats. 

Here’s one final example of ludicrous regulation, this time from Nebraska. 

Massage a horse, go to jail. That’s the absurd fate Karen Hough could face if she wants 
to continue her business in Nebraska. A certified instructor, Karen has been massaging 
horses for years. …Earlier this year, she applied for a license in equine massage but was 
told only veterinarians can become licensed. A 2007 memo from Nebraska’s Board of 
Veterinary Medicine and Surgery asserted that “no health professional other than 
licensed veterinarians and licensed veterinary technicians may perform 
services/therapies on animals.” This means Karen would need to spend thousands of 
dollars and seven years of her life just to acquire a government permission slip to do 
what she’s been doing for years. A few weeks later, she received a letter from Nebraska’s 
Department of Health and Human Services ordering her to “cease and desist” from the 
“unlicensed practice of veterinary medicine.” In Nebraska, continuing to operate a 
business without a license after getting a cease and desist letter is a Class III felony. So 
Karen could face up to 20 years in prison and pay a $25,000 fine. By comparison, that’s 
the same penalty for manslaughter in the Cornhusker State. What’s worse, under 
Nebraska state law, she can’t even give out advice on how to massage horses: “They told 
me I couldn’t give massages for money; I couldn’t do it for free and I couldn’t even tell 
friends how to do it. That last one really got to me. To me, that is restricting my free 
speech.” 

I confess that horse massaging sounds as odd as getting a psychologist for your cat, but 
maybe I’m behind the times. 

Regardless, it’s absurd that you could get thrown in jail for rubbing a horse! 

Or for selling milk. Or transporting a bagpipe. 
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As Joe Biden said, it’s time to take back America. 
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