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		Abstract

		The process of implementing new laws in an environment of social change shares many characteristics with the process of making investment decisions under uncertainty. In any society that is not totally static, the law maker faces uncertainty about its evolution. Thus, the lawmaker cannot know with certainty what the appropriate law will be in the future, and therefore cannot know with certainty what the future stream of benefits from the law will be. In addition, implementing a new law necessitates the outlay of resources in formulating and enforcing the law, just as investment in a new project does. The costs of implementing a new  law  are largely sunk, and irreversible. That is, the costs of implementing the law cannot be recovered if the law turns out to be inappropriate in any way. Thus, the lawmaker faces a decision akin to an irreversible investment under uncertainty. Timing of the investment is therefore a critical issue for irreversible investments. When the lawmaker chooses to invest in the  new  law, he gives up the option to wait to implement the law at some future time. This option is the opportunity cost of investing today. At the same time, there is a cost in delaying the implementation of new laws, due to the decreasing effectiveness of the old laws in the changing social environment. That is, there is an "opportunity benefit" in investing today. In determining the optimal timing of adoption of new laws, the value of the option of waiting must be taken into account. We present a formal model drawn from the investment literature to demonstrate the value of waiting, and discuss its implications in the context of two real world legislative problems, environmental laws and privacy regulation. In both cases, there might be a cost in delaying investment in new laws, in that the damage to the environment or privacy could be  irreversible. On the other hand, the benefits of the laws are hard to estimate. In addition, compliance costs might be very large, and the value of waiting correspondingly important in the decision to invest in lawmaking. 
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