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The value of remaining lifetime is close to
estimated values of life
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Abstract

Workers under 50 on average will spend 10–20% of their future hours working. So, assuming
they value leisure time at the wage rate, the value of their lives is 5–10 times their future lifetime
earnings. This value is close to values of life estimated by compensating wage differentials or
willingness to pay. © 2001 Elsevier Science B.V. All rights reserved.
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Attempts to estimate the value of life-saving generally come up with large values relative
to lifetime earnings. Most of the labor market studies surveyed in Viscusi (1992) gave values
per statistical life between US$ 3 and 7 million (all values in this note are in 1990 dollars).
The three studies based on large surveys of hypothetical willingness-to-pay for increased
safety gave values around US$ 3 million per statistical life. Viscusi (1992) notes (as have
many others), “These numbers greatly exceed the workers lifetime earnings-roughly by an
order of magnitude.”

Standard economic models of labor supply assume that the value of leisure time at the
margin is equal to the marginal wage rate. If we assume the value of all time is equal to the
wage rate, we can calculate a value of life by multiplying the wage rate by total discounted
hours of life remaining. This is a lower bound if there are diminishing returns to leisure.
Table 1 shows the present value of discounted future hours of work (future wages) and of
all future hours under the following assumptions: Workers stay employed for 5 years after
we first observe them working. After that initial period, they revert to the 1990 participation
rates: 92% of 25–54 year old men remain employed, as do 70% of men 55–64, 16% of men
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Table 1
Discounted value of future working and lifetime hours by sex and age

Initial age
of worker

Value of future
working hours
(1990 dollars)

Value of all future
hours (1990 dollars)

Value of future working
hours/value of all future
hours (%)

Proportion of
future lifetime
spent working (%)

Male 20 532,000 2,771,000 19.2 19.1
Male 30 491,000 2,669,000 18.4 18.1
Male 40 418,000 2,438,000 17.1 16.3
Male 50 287,000 2,000,000 14.3 13.1

Female 20 354,000 2,238,000 15.8 15.5
Female 30 311,000 2,085,000 14.9 14.5
Female 40 248,000 1,838,000 13.5 12.7
Female 50 156,000 1,496,000 10.4 9.7

65 and over, 75% of 25–54 year old women, 46% of women 55–64, and 9% of women 65
and over. Their hourly wage rate is given by the 1990 median weekly earnings for full-time
wage and salary workers in their age-sex category divided by 40 (Bureau of the Labor
Statistics, 1992). Workers work 2000 hour per year, if employed. Workers live to age 40
then follow average US 1992 mortality rates (National Center for Health Statistics, 1996).
The discount rate is 3%.

Table 1 shows that for a 20 year old male, the present value of lifetime wages is US$
532,000, but that is only 19.2% of the assumed value of all future hours, US$ 2,771,000.
Fifty year old women have the lowest value of all future hours in the table (US$ 1,496,000),
but that is almost 10 times the value of their average future wages of US$ 156,000. The ratio
of the present value of future wages to the value of all future time is close to the fraction
of future lifetime spent working because wage rates do not vary greatly with age. Transfers
from husbands to wives presumably would narrow the gap between men and women in the
values of life shown in Table 1.

I tested the effect of varying two assumptions. At a 5% discount rate, the value of all
future hours falls by 20–30%, and the fraction of lifetime working is about 1.5 percentage
points higher in all cases. Average wage rates are somewhat higher than median rates, and
using them to value lifetimes would raise our estimates by 10–15%.

Neither the estimates of value of life in the literature nor these estimates of value of
lifetime remaining are very precise, but it is amusing that they are so close to each other.1

Maybe people really do make these calculations implicitly in choosing a job, or answering
a survey.

1 The value of life can be derived from theoretical life-cycle models of consumption. With fair borrowing against
future earnings and annuities, individuals at aget can have constant consumption, with expected consumption
equal to expected lifetime earnings,W(t). If the utility of yearly consumptionu(c) = Hck (constant proportional
risk aversion “CPRA” with constant 1−k), the value of life= W(t)/k (Shepard and Zeckhauser, 1984). So our
model gives the same value of life as Shepard and Zeckhauser’s for CPRA individuals withk equal to the third
column of Table 1. Both our model and their life-cycle model predict that the elasticity of the value of life with
regard to permanent income should be one. Observed income elasticities are lower presumably because current
income is not perfectly correlated with permanent income.
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