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Economic Philosophy.

s Adam Smith (4723-90) &~ argued that
marketsiinduce peopletorbehave inthe
commoninterest as ir‘they were guided by
a higher authority (Sinvisiblierhand')

= Thomas Malthus (1766=1634)"- argued that
food supplies;increase arithmetically. while
animal populations expand geometrically;
populationsiwill sufferfperiods of
expansionifollowed by collapse.



Economic Philosophy: (continued)

" David Ricardo (1772=1623) =

—extensive margin: - the cost ofiextrariabor to
grow:crops on less productive land:

— ntensive margin: highenfood prices push
extension into less fertile lands requiring
additionallinputs of lalbor or energy on the
better lands:

= John StuartiMill (1806=1873) - envisioned
economies becoming mature and reaching
a steady-state. Steady state economies
have the following characteristics:



Economic Philosophy: (continued)

= Humaneconomies are'open subsystems;of
a larger.closed system (theearth):

— Economic growthimust have an upper. limit
since itis part of ar closed= system.

— Sustainable economiesiworkibyiincreasing
efficienciesinot by increasing growth. This
would be'termed “sustainable
development™.

— Economic’systems are not independent of
the natural world; they are fully dependent

on ecosystems for the goods/services they
provide.



= pari VMarx (161 8=1883) = the distribution of
ownershiprof resources;greatiy effects
resource allocation; landiuse; the types of

products produced and consumption
patterns:

—environmental justice
— distribution of resources



(contintied)

= ANC: Pigou (1677-1959)=introduced the
concept ofi*externalitiess, costs thatiare
not included In marketprices:
—example: biodiversity lost by pesticide use

— The value of biodiversity.is not included in
the marketisignals effecting economic
decisions:



= 3\Goals ldentified;as;Importantin

ManaginglEconomic;Systems: to)be
sustainable:

— Ensure that humanactivities are
ecologically sustainable.

— Distributing resourcesiand property rights
fairly withinithe current'generation of;
humans (and earth's living organismsi?)

— Efficiently; allocating resources (market and
nonmarket), especially ecosystem services.



(continued)

mValue systems associated with thevaluing
of ecosystem Services:

— Efficiency (Homofeconomicus)i=
“willingness to pay:; individual preferences

— Fairness (Homo communicus) - Community
preferences,, Veil offignorance ; everyone
votes asi‘they were operating with.no
knowledgerof their own individual'status in
the current or future society

— Sustainability (Homo naturalis) - "modeling
with precaution™; whole system preferences
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(contintied)

= HareldiHotelling (189519735) = lf'the value
of aibjological resourcelis notiincreasing
as fastiasithe rate ofinterest, owners of;
the resource and sogciety arereconomically
better off exploiting the'resrouce faster
and putting/returns inithe bank;biological
resources are simplyaform of natural
capital. Lower interest'rates favor
conservation.

—World Bank forestry policies
—option value



= ntergenerational-Equity,
— Economic'models ‘do not consider this
priniciple. The focus ision profitsiand

transforming nonmarket goodsiinto
“dollars™ will notiinsure sustainable use of

the resources.
= EcologicallEconomics



