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Uses and Misuses of Economics

É Economics is well suited to informing multi-faceted 
decision and planning requirements of ocean policy. 

É Among the tools available are approaches that predict 
behavior, benefits, costs and tradeoffs.

É Advantages include a strong theoretical foundation that 
enables the measurement of quantitative, logically 
consistent, and directly comparable results. 

É Economic tools, however, can also be subject to misuse, 
misinterpretation, and misapplication. 

É There is no single ñrightò way to use economics
but there are lots of wrong ways!



Common Valid Uses of Economics

É Appropriate economic models can serve a range of 
purposes.  Examples include:

É Predict behavior or resource uses (e.g., where fishermen will fish; how 
many individuals will visit a beach).

É Predict outcomes for natural resource stocks and flows (e.g., future 
development, fishery status).

É Predict or quantify economic benefits or costs, whether realized in or 
out of organized markets. 

É Predict prices, market activity, or regional economic impacts.

É Provide insight on policy tools that can most efficiently promote a 
given policy objective (e.g., compare sectors to days at sea).

É Workshop has demonstrated many examples.



Uses and Misuses of Economics

É But, many economists have noted a trend towards invalid 
or inappropriate uses of economics.

É Faulty uses of economics can lead to: 

É Inaccurate understanding of how natural and human systems interact. 

É Non-sustainable actions and ineffective policy.

É Gross misperceptions regarding the value of resources.

É Actions that are not in the best interest of the public. 

É Unexpected policy outcomes.

É Increased conflict among users. 

É When considering economic tools for policy analysis, it is 
important to understand the type of information provided 
and how each tool can guide policy. 



Valid versus Invalid Applications

É Economic tools can either be misused or misapplied.

É This presentation highlights common areas in which 
misinterpretation or misapplication of economics is 
common.

É Also highlights red flags that can help identify potentially 
misleading results.

É Goal is to promote more informed use of economic 
insight to improve policy.

É When is ñgood enoughò good enough?

Trust meïitôs 

just what you 

needé



Inappropriate Valuations

É Often cited publications purport to quantify the economic 
value associated with large ecosystems.

É Conducted under the heading of ecological economics, 
often by those with little formal training in economics.

É Examples include:

É Economic value of all natural resources on the planet (Costanzaet al. 
1997, Nature).

É Value of New Jersey's ecosystem services and 
natural capital (Costanzaet al. 2006).

É Value of world biodiversity (Pimentel et al. 1997).

É These analyses are both mechanically 
flawed and contingent upon a meaningless 
concept of economic value.


