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Economics Primer

® Funded by NOAA NWS International Activities

Office
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® Revise based on feedback
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We need particulates upon which the droplets can form . . . and the this builds to a cloud . . . The Primer is meant as a particulate?
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This is a picture from Russia – Obninsk – 



Fascinating cultural experience that actually involved a significant quantity of Vodka . . . 


NMHSs should understand the economic
and social problems and priorities of the
country

Learn the basics of economics: “language
of economists”

\

Learn how to translate the work of the
NMHS into ways to contribute to solving
\the economic and social problems
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Focus now on the Economics Primer



Learning the language of economists . . . 



Not to make readers economists



Focus on general introduction to the concepts and methods . . . 



We are really happy to try to get this out as much as possible and through the WMO and the PWS . . . 






Purpose of the Primer

Increase understanding of economic methods and their
applicability in evaluating both the impacts of NMHS and the
associated benefits and costs of those services by members of

weather community.
Serve as a primer on economic theory, methods, and
applications
— Will not make you an economist
— Does not cover all possible methods, theories or
applications
* not a large amount of information on cost analysis
e not a large amount of information on industry specific
assessment
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Economics Primer

" Outline
Importance of economic analysis to NMHS
Steps to conducting an economic analysis
Methods and analysis options

Ways to assess distribution of benefits and costs

Detail on economic analysis process for NMHS

Case studies
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Basics — what should be valued?

Forecast

Value
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sics — what should be valu
Weather

Forecast
System

el ' Measures of

Information meteorological value

(including uncertainty) quality added

value
Information Decision added
(including uncertainty) Support
Tools +
Non-Weather '
Information value
added
Total
Measures of relevance value

QOutcomes and value to user
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Economic value of Wx information

® Rigorous economic theory - theory of value

® Economic values not the same as accounting values
®  Weather forecasts are public goods

® Private sector will not provide the societally
optimal level of weather forecasts

® Markets will not provide information about the
societal value of weather forecasts
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1. Establish the baseline

Y
2. Identify NMHS options

Y

Ste ps in 3. Identify full range of benefits and costs

y

Co n d u Cti ng 4. Screen benefits and costs for appropriate analysis approach
an Economic '

Analyze benefits and costs

A na Iys IS Quantitative Qualitative

5. Assess the value of benefits 6. Qualitatively describe key
and costs in monetary terms, benefits and costs for which

to the extent feasible guantification is not
appropriate or feasible

Involve stakeholders

7. Summarize and compare all benefits and costs

L/
8. List all omissions, biases, and uncertainties

9. Conduct sensitivity analyses on key variable values

y
10. Compare analysis results to stakeholder perception of value
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Topics

. Discounting

. Value of statistical life
. Non-market valuation
. Benefits transtfer

. Sensitivity analysis

For each topic
What this means
Why i1t 1s relevant to NHMS analysis
Issues — difficulties, barriers, controversies
Examples & explication
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Case studies

. Sensitivity of the U.S. Economy to Weather

. Economic Value of Temperature Forecasts in Electricity
Generation

. Heat Watch/Warning Systems Save Lives: Estimating Costs
and Benefits for Philadelphia 1995-98

. Economic Value of Current and Improved Weather
Forecasts in the U.S. Household Sector

. Benefit Analysis for NOAA High Performance Computing
System for Research

Summary

Methods Used

Resources Used (including $ cost where available)
Data Requirements

Economic Expertise Required
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Concluding remarks

 Primer won’t make you an economist!
— work with an economist
— just do It
e \Wealth of other social sciences
— Risk communication
— Sociology
— Geography
— Psychology
— Anthropology
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