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Definitions and Terminology

The following terms and definitions regarding economic
indicators and valuation categories are presented in the
beginning of this report to avoid repetition and for pur-
poses of clarity so that the reader can understand fully the
intent of the authors.

Coastal Economy

The sum of all economic activity occurring in counties
defined by states as part of their coastal zone manage-
ment program or part of a coastal watershed as defined
by the U.S. Geological Survey. For purposes of analyz-
ing the Florida coastal economy, counties are divided
between shore-adjacent and inland counties more clearly
to illuminate the differences between the shoreline and
inland regions.

Consumer Surplus

Non-market values reflected in the difference between
what consumers pay for a good and the maximum that
they would be willing to pay for the same good.

Dead Zones

“Dead zones” in this context are areas where the bottom
water (the water at the sea floor) is anoxic—meaning that
it has very low (or completely zero) concentrations of dis-
solved oxygen. Because very few organisms can tolerate
the lack of oxygen in these areas, they can destroy the
habitat in which numerous organisms make their home
(NASA 2009).

Dollar Values

Values are expressed in constant dollars with 2000 as
the base year unless otherwise stated. Wages are adjusted
using the U.S. Consumer Price Index (CPI). The Gross
State Product (GDP-S) is estimated using U.S. Bureau
of Economic Analysis (BEA) estimates of real GDP
(Landefeld 1997).

Direct values are those activities associated only with the
designated ocean sectors such as recreation & tourism and
living resources (examples include labor and capital costs
associated with fish processing or ship building).

“Chain weighted dollars” are a method of computing the
difference in value arising solely from changes in price.
This is done by first estimating changes in the quantities
of goods and services produced at different time periods

4 National Ocean Economics Program

and then separating overall changes in value into price and
quantity changes. The result is a more accurate method

of estimating the effects of inflation on changes in output
than using multipliers. (For more information, see Yuskav-
age, Robert 1996 Improved Estimates of Gross Product

by Industry 1959-1994. Survey of Current Business
August 1996.)

Unless otherwise indicated, all measures are stated as
direct values.

Employment

Annual average wage and salary employment (excluding
self-employment) as reported in the Quarterly Census of
Employment and Wages (formerly known as the ES-202
employment series). This definition covers about 90% of
employment in the United States. It excludes farm employ-
ment, the military, railroads, and self-employment. Wage
and salary employment measures employment by place of
work, not by place of residence. It also measures jobs, not
people. It does not distinguish between full- and part-time
work, or year-round and part-year jobs. The data in the
NOEDP database are annual average employment. Employ-
ment in the fisheries harvesting sector is generally excluded

from the unemployment insurance laws and thus is not
included in the NOEP data.

Gross Domestic Product (GDP)

GDP-S is a measure of the contribution of the sector to
the value of goods and services in the economy. GDP is a
measure of value-added, or sales, minus the cost of inputs.
Using this measure eliminates “double counting,” among
sectors. GDP data are published only at the state level and
for industry aggregations greater than used in the ocean
economy definition. In order to estimate a share of GDP
in an ocean or coastal economy industry, the proportion
of the GDP for a given sector is calculated based on the
proportion of total wages paid in that sector by a given
establishment. Since wages often account for as much as
60% of GDP, this method is a reasonable approximation of
individual establishments” contribution to GDP.

Geography
“County” means a county or a county-equivalent area as
defined by the Census. In most states, the county is an

administrative unit of local government; this includes par-
ishes in Louisiana. In Massachusetts and Connecticut the



county has little or no administrative function, and histori-
cal county boundaries are used. In Alaska, the borough or
the Census-designated area is used. In Virginia, counties
and cities are separate administrative units, and both are
included as “counties” in the NOEP data. In Florida, the
City of Miami consolidated with Dade County to create

Miami-Dade County; this consolidated unit is used in all
NOEP data.

North American Industrial Classification
System (NAICS)

NOEP Economic statistics are grouped by a classification
system known as the North American Industrial Clas-
sification System (NAICS), which imperfectly reflects the
relationship between economic activity and the ocean. The
NAICS is the successor to the Standard Industrial Classifi-
cation. It was developed in the 1990s as a part of the North
American Free Trade Agreement (NAFTA) to provide a
common basis for the United States, Canada, and Mexico
to measure their economic activity. The definition of the
ocean economy industries is derived from the NAICS clas-
sification codes for the industries. The definitions can be
found in Table 3.1.

The sectors marine construction, marine living resources,
offshore minerals, ship & boat building and repair, coastal
tourism & recreation, and marine transportation include
specific industries that contribute to the ocean economy.
Those industries shown in zzalics are considered ocean-
related only when they are located in near-shore areas,
which is defined by location in a shore-adjacent zip code.
The use of NAICS codes and geography provides the best
means of measuring the ocean economy. This methodol-
ogy is based on available data consistent across all states
and can provide information from the national to the
local level.

Definitions and Terminology

National Ocean Economics Program (NOEP)

Externally funded program to understand and estimate
changes in the nature and value of the coastal and ocean-
based economy of the United States. NOEP operates with
a National Advisory Board.

Non-market Values

Values attributed to goods and services which are not
exchanged in normal market transactions, but which have
economic value nonetheless.

Ocean Economy

The concept of the ocean economy derives from the ocean
(or Great Lakes) and its resources being a direct or indirect
input of goods and/or services to an economic activity: a)
an industry whose definition explicitly ties the activity to
the ocean, or b) which is partially related to the ocean and
is located in a shore-adjacent zip code. This is defined in
part by the definition of an industry in the North Ameri-
can Industrial Classification System! (for example, deep
sea freight transportation) and partly by geographic loca-
tion (for example, a hotel in a coastal town).

Wages and Salaries

Total wages and salaries paid; all wages are shown in year
2000 dollars. Self-employed is not included.

1 Asof 2000, all industries are classified using the North American
Industry Classification System (NAICS) rather than the Stan-
dard Industrial Classification (SIC by BLS). NAICS focuses on
how products and services are created, as opposed to SIC which
focuses on what is produced. Using NAICS yields significantly
different industry groupings from those produced using SIC.
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These broad trends point to the growing
importance of the ocean economy in
terms of its contribution to the national
economy. But the most significant long-
term trend is the rise of T&R as the
defining sector of the ocean economy
(Figures 3.5 and 3.6). This has occurred
for several reasons:

S An overall rise in incomes has made
travel and recreation more affordable
to more and more people, and the
oceans and Great Lakes have been
a center for American vacations and
leisure since the nineteenth century.
However, it also is most vulner-
able to economic downturns and
thus volatile.

S Increasing productivity in sectors
such as ship & boat building, trans-
portation, and minerals have allowed
increases in output with fewer
employees.

S Declines in the fishing industries, and
thus in the living resources sector, due
to overfishing, natural changes, and
tighter management have reduced the
importance of what was once by far
the dominant ocean economy activity.

The trend of growing importance for
T&R is somewhat stronger than is
depicted here. For example, the marine
passenger transportation industry

is included in the transportation
sector, but this industry is primarily
comprised of the cruise ship industry,
which has grown to be one of the most
significant ocean industries. In ship

& boat building, the ship building
industry has been almost entirely for
the purposes of building ships for the
Navy, but naval ship construction
reached its peak in 1990, and has been
declining since in terms of employment.
Growth in the ship & boat building
sector has been almost entirely in boat
building, which has been primarily for
recreational purposes.

The United States is not alone in this
characteristic of the ocean economy.



Studies in other countries have found that T&R activities
and support industries have been the dominant part of the
ocean economy. In France, tourism is “by far the largest
sector in of the marine and coastal economy in terms of
turnover and employment” (Kalaydijan, et al. 2005). The
cruise ship industry in France is not only a major part of
French ocean recreation, it is also a significant part of its
ship building industry; a quarter of the large cruise ships
were built in France in 2005. In Australia, its marine
tourism contributed 43% of output and 75% of employ-
ment to the ocean economy in 2002-2003 (Allen 2003).

At the same time the growth in T&R in the ocean economy
reflects a number of characteristics of the United States that
are relatively unique. Most of the nation’s major cities are in
coastal locations, giving the T&R industries an important
role in America’s cities that is not found in countries such as
Canada or the United Kingdom, where major urban areas
are not located so as to contribute to the marine recreation
economy. As a result, sectors such as living resources and
minerals play larger roles in these countries’ ocean econo-
mies (Gislason and Associates 2007; Pugh and Skinner
2002). Outside the cities, the United States has unmatched
resources in beaches, coastal rivers and wetlands, and areas
of preserved park and recreational lands.

The overall changes in the ocean discussed so far reflect
long-term trends, which can be seen by looking at two end
points between 1997 and 2004, but actual changes over
the period show considerably different paths for the various
ocean economy sectors. All of the sectors were severely
affected by the 1990-1991 recession, and all of the sectors
took several years to return to 1990 levels of employ-

ment and output. T&R recovered the quickest in terms of
employment followed by construction, and only these two
sectors, and minerals, ended the period significantly above
their 1990 level of employment. In terms of GDP growth,
both minerals and transportation exhibited significant
volatility throughout the period, while marine construction
slowed its output growth considerably from 2001 on. The
implications of these trends will be discussed in Chapter 5
on the future.

Table 3.4 Top-five states by ocean economy and ocean economy sector, 2004

Chapter 3: The Ocean Economy

3.3 The Ocean Economy in the States

The national ocean economy is distributed across the
coastal states in ways that are both consistent with the
distribution of the national economy as a whole, and also,
unique to the features of the ocean economy. For example,
four of the five largest ocean economy states, in terms of
employment, are also the four largest states in terms of
total employment: California, Florida, Texas, and New
York (Table 3.4). California, not surprisingly, is the only
state ranked in the top-five states by employment for five of
the six sectors, and overall. Washington State ranks fourth
among states in the ocean economy because of the size and
economic diversity in and around Puget Sound.

Washington State also is the largest state in terms of the
living resources sector; this is partly the result of a statisti-
cal anomaly. Much of the fisheries harvesting industry
employment in Washington is included in QCEW, while
the harvesting industry in most other states is not mea-
sured in these data. If it were, states such as Louisiana and
Texas would rank higher. But Washington State is home
also to a substantial fishing industry that operates off of
Alaska; when combined with Alaska’s living resources
sector (ranked at number two among the states) the impor-
tance of the Northwest Pacific fisheries is apparent.

California and Florida are, not surprisingly, the two
leading states in T&R employment, but New York and
Washington are third and fourth reflecting T&R in the
urban areas. Hawaii, where T&R is by far the dominant
industry, is fifth.

Larger population states are, also not surprisingly, the
dominant states in terms of the marine construction and
marine transportation. The offshore oil and gas industry
is concentrated almost entirely in the states of Louisiana,
Texas, Alaska, and California. Michigan’s limestone, sand
& gravel industry place it in the top-five.

The top-five states for ship & boat building are somewhat
misleading. While Virginia is clearly the leading state with
the Newport News ship yards and related facilities, there

Ocean Economy | Tourism & Recreation Marine Construction Living Resources Minerals Ship & Boat Building | Marine Transportation
California California Texas Washington Louisiana Virginia (alifornia
Florida Florida Louisiana Alaska Texas Washington Florida
New York New York (alifornia (alifornia Alaska Louisiana New Jersey
Washington Washington Florida Mississippi California Florida Texas
Texas Hawaii New York Florida Michigan Maine Louisiana

Source: NOEP
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