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Abstract 

The idea of ghosts and spiritual beings often automatically 
instill fear in some people, but this need not be the case.  If 
ghosts do indeed exist then there would still be no need to 
fear them, at least not any more than any living entity.  If 
ghosts are rational economic actors then ghosts would have 
no incentive to severely disturb the living population as it is 
likely that the costs to the ghost of killing an individual 
outweigh the benefits.  When a ghost kills an individual 
then that individual could then conceivably turn into a 
ghost and, as a ghost, annoy its phantom killer for an even 
longer time period than if left alive.  A ghost would be 
much better off being annoyed by a living entity for the 
comparably short period of time of that person’s lifespan 
rather then to kill that individual and, by doing so, inducing 
that person to seek retribution in the afterlife.  This paper 
provides research to show that ghosts are indeed rational 
actors and, as such, refrain from the practice of killing 
living entities.  The paper concludes by discussing the 
impact that this result could have on the housing market.  

 
 
 
 
* The author would like to thank Justin Ross for his assistance in plowing through this 
somewhat tedious argument as well as Anthony Atha for his support.  The author would 
also like to thank all of the attendees at the 2009 Morgantown Paranormal Conference for 
their helpful comments and suggestions.  
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I. Introduction 
 
Perhaps the largest prevailing misconception about economics from those with little to no 

experience in the field is that the discipline only deals with issues of money and business.  

However, those with more experience in the field of economics understand that 

economics is the science of decision making, and that it can be incorporated into multiple 

areas of our lives in order to explain the world around us.  Most introductory economic 

textbooks open with a series of economic guideposts that are essentially a common set of 

behaviors that most people incorporate into their decision making process (Gwartney et. 

all., 2006; Baumol and Blinder, 2007; Frank and Bernanke, 2007; Mankiw, 2007).  

Economists then use this set of behaviors to make predictions and form theories about the 

way people act.  This paper attempts to take this process a step further by using these 

same economic principles to try and explain the behavior of ghosts.  

Economists are often assigned to make logical arguments concerning the 

prediction of people’s behavior as it relates to the costs and benefits of a situation.  They 

are trained to be primarily concerned with looking at the objective facts of these 

situations and are not given to make judgments about the subjective.  Economists take the 

given knowledge available at the time and add plausible assumptions to this information 

and follow these assumptions to a logical outcome.  That being said, I do not know 

whether or not ghosts exist.  I am not certain that they do and I am not certain that they 

do not.  However, given a few plausible assumptions, which are supported with empirical 

research, I can assert that even if ghosts do exist then there is still no reason to fear them, 

at least not any more then you would fear any living entity.  The next section of this 

paper provides a thorough discussion on cost benefit analysis, on which the arguments 
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made in this paper are based.  Section 3 provides research to show that ghosts appear to 

be rational actors in that they are more likely to do those activities which are of low cost 

and avoid those activities which are of high costs in accordance with the principles of 

basic cost-benefit analysis.  Section 4 discusses the theory behind why a rational ghost is 

unlikely to kill a living entity.  Section 5 provides some empirical evidence to support 

this theory.  Section 6 discusses some implications that this result could have on peoples 

behavior in the housing market.  The final section concludes.  

 
II.  Rationality and Cost-Benefit Analysis  
 
One of the most important concepts that an economics instructor tries to teach his or her 

students in an introductory economics class is the idea that people make decisions as a 

result of performing a cost benefit analysis.  One of the fundamental principles that 

economists use in their efforts to organize, explain, and predict behavior is that people are 

rational.  In saying that people are rational, economists are not trying to make any 

evaluations on ones intelligence, but are rather saying that people think about the costs 

and benefits of their actions and will perform only those actions where the benefits 

outweigh the costs, and will avoid doing those things where the costs outweigh the 

benefits.  The process of weighing the costs and benefits of an action is always performed 

whether it is done with a great deal of active thought or whether it is done 

subconsciously.  If a person walking along the sidewalk stops to pick up a penny then 

that person has made a decision that the benefit of picking up the penny exceeded the cost 

of the effort and time required to bend down and pick it up. 

 Economists use this principle to make accurate predictions about peoples’ 

behavior.  When the benefit of an action increases then economists know that more 
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people are willing to perform that action and if the cost of the action increases then less 

people will perform that action.  For example, more people are willing to bend over to 

pick up a quarter then they are willing to bend over and pick up a penny.  This is because 

the benefit of the action (the money received) has increased while the cost of the action 

(the time and effort spent to pick up the coin) has not changed, so for more people the 

benefit of the action has exceeded the cost.  It is also true that less people will run out into 

the middle of a busy intersection to pick up a penny than would bend over and pick up a 

penny by their feet on the sidewalk.  This is because the cost of the action, in terms of the 

effort and time (and in this case danger) has increased while the benefit of the penny has 

remained the same.  Similarly, less people would bend over to pick up a penny if they 

were late for an important meeting than if they were out for leisurely stroll.  Economists 

have used this logic to develop a saying that there is no such thing as a real twenty dollar 

bill lying on the sidewalk, because if it were real then someone would have already 

picked it up. 

 Economist use this principle to make many predictions about behavior that are so 

strong that they are often referred to as laws in the same way that the law of gravity is a 

law of nature.  For example, all else equal, when the price of a good increases then less 

people would be willing to buy that good because the cost has increased while the benefit 

of the good has remained the same.  This is referred to as the law of the demand.  

Similarly, all else equal, when the price of a good increases then more people would be 

willing to produce and sell that good because the benefit of selling the good (receiving 

the higher price) has increased while the cost of making the good has remained the same.  

This is known as the law of supply. 
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 It is important to note that what is rational for one individual may not be rational 

for another.  For example it may be rational for one individual to choose to smoke 

because the benefit of smoking outweighs the cost of the adverse health effects.  At the 

same time it would be rational for someone not to smoke if the benefit of smoking did not 

outweigh health risks, which is why we have a world where some people smoke and 

some people do not.  Although both the smoker and the non-smoker are making different 

decisions, they are both still acting rationally.  Even those people who we think of as 

irrational, such as criminals, do indeed perform a cost-benefit analysis and engage in only 

those actions where the benefits outweigh the costs, and are, therefore, deemed rational 

by economists.  Economists have described the cost of committing a crime as the 

punishment for committing the crime multiplied by the probability of getting caught.  

Evidence shows that less houses with signs that declare some home security system will 

be broken into compared to those without such signs.  Imagine a burglar staring at two 

houses side by side, one has a sign in their yard revealing that the house is protected by a 

home security system and one does not, which one do you think he will try to break into? 

 The fact that even criminals engage in this cost benefit analysis has important 

implications on our legal system.  In the United States, a stepwise punishment system is 

used where the severity of the punishment increases with the severity of the crime.  This 

type of punishment system is important because it can reduce the chance that the severity 

of the crime will increase once an initial crime has been committed.  For example, There 

are many who believe that rape is such a heinous crime that the offender deserves to 

receive the death penalty or life imprisonment.  However, imposing the death penalty or 

life imprisonment for rape may cause more rape victims to be killed by their assailant.  A 
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rapist who stands to receive the maximum possible penalty if caught for committing rape 

has nothing to fear (and everything to gain) from killing his or her victim, since his 

penalty will not increase with that action.  However, if a rapist knows that he or she could 

suffer an even harsher penalty for killing his or her victim then the rapist is more likely to 

leave his or her victim alive.1  So even criminals follow the rules of cost-benefit analysis 

in that, all else equal,  the higher the cost of committing the crime, the less likely they are 

to commit the crime. 

 This concept of rationality and the use of the cost-benefit analysis is so pervasive 

throughout our world that it is even prevalent among non-human animal species.  For 

example, when male chimpanzees come across a group of colobus monkeys, it is the case 

that sometimes the chimpanzees will hunt these other monkeys and kill them in order to 

eat them and sometimes they will not (Ridley, 1996).  The single biggest predictor of 

whether male chimpanzees choose to hunt the colobus monkeys is whether or not female 

chimpanzees were present.  If females were present the males would hunt and then trade 

meat to the females in exchange for sex.  All else equal, when the benefit of hunting (in 

terms of the opportunity to trade meat to females for sex) increases then chimpanzees are 

more likely to hunt (Ridley, 1996).  If all humans (criminals included) and even non-

human animal species employ this cost-benefit analysis in their decision making, then it 

seems reasonable that ghosts act in what economists would term a rational manner.  The 

next section explores the concept of the rational ghost and provides some evidence to 

support the fact that this paranormal phenomenon weighs costs and benefits when making 

decisions. 

                                                
1 Which is good both in that the victim survives and in that it increases the probability that the rapist will be 
caught.. 
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III.  The Rational Ghost 
 
The idea that ghosts would behave in an economically rational way should not be that big 

of a stretch given that we know living entities engage in this type of behavior and that  

most (if not all) ghostly energy was at one time alive.  If ghosts, do indeed exist then it 

would make sense that they follow the same cost-benefit rules of behavior that everything 

else follows.  Ghosts, like humans and animals, should only do those things in which the 

benefits outweigh the costs and avoid doing those things in which the costs outweigh 

benefits.  The higher the benefit and/or the lower the cost of the activity the more likely 

the ghost is to perform that activity.  Conversely, the lower the benefit and/or the higher 

the cost of an activity the less likely the ghost is to perform that particular activity.   

 While research on paranormal events is always suspect by those who do not 

believe in such things, the literature that is available does reveal that ghosts do behave 

rationally.  For example, according to Sheppard (2008), European folklore reveals that 

ghosts are most attracted to travelers because they are usually traveling alone and do not 

have a support system such as family and friends nearby.  This indicates that ghosts 

choose to interact with these low cost targets over those who may impose a higher cost on 

the ghost once they learn of its presence (Sheppard, 2008).  It should also be noted that 

physical interactions between ghosts and objects and/or people are rare.  Several 

paranormal experts believe this is because such interaction requires an extreme amount of 

energy (Sheppard, 2008; Warren, 2003).  Again, it appears that ghosts tend to avoid those 

things with higher costs.  If ghosts do appear, they often do so with appendages such as 

their feet missing as the result of the high energy costs it takes to manifest themselves 

physically (Sheppard, 2008).  Similarly, ghosts tend to make their presence known 
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through the use of electrical equipment because the interaction between their paranormal 

energy and electrical equipment is believed to be less costly than other manifestations 

(Sheppard, 2008).  Finally, and perhaps most interestingly, the most common ways that 

spiritual energy manifests itself is through what are known as ghost orbs which are 

spherical balls of light frequently captured in pictures around cemeteries and reportedly 

haunted places.  According to paranormal expert Susan Sheppard, “Many speculate the 

reason spirits come across as orbs (circular shapes) is that circles are the easiest way for 

energies to assume physical shape” (Sheppard, pg. 110).  This is saying that when ghosts 

do choose to manifest themselves, they tend to do so in the easiest or least costly way 

possible.  This provides evidence that ghosts are acting with some concept of a cost-

benefit analysis dictating their behavior.  Armed with the knowledge that ghosts do act in 

an economically rational way, the next section of this paper will discuss an important 

implication that this has on their behavior. 

 
IV. No Need for Fear 
 
Perhaps the most important theory of ghost behavior that can be derived from the 

understanding that ghosts are rational actors is that ghosts, for the most part, do not have 

the incentive to kill living entities.  Even if a ghost is bothered by the actions of a living 

entity enough to reveal itself in an effort to remove the living entity from its presence, it 

is still unlikely the ghost will try to kill or significantly harm the living entity.  If a ghost 

kills a person then it stands to reason that the victim of this ghostly attack can also turn 

into a ghost.  As a newly made ghost, this spiritual energy may be able to act in ways that 

would disturb or bother the murdering ghost.  This could have extremely negative 

consequences for the offending ghost as paranormal energy appears to have a time 
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horizon that is longer than that of the average human life span.  Therefore, the act of 

killing a living entity always carries a threat that it could result in a negative interaction 

of paranormal energy that could perturb the offending ghost for a time period that extends 

beyond that of the time period in which it would have been bothered by the person if the 

person were allowed to live until he or she died of a cause that would not generate the 

need to exceed eternal retribution.  The logical proof works as follows: 

1. If a ghost kills a person then that person could also become a ghost and then 
proceed to bother the offending ghost as revenge for being killed → 

 
2. This has a greater cost on the murdering ghost because spiritual energy (and thus 

the time in which the ghost could be bothered) outlasts a living person’s lifespan 
→ 

 
3. Therefore, it is in the ghosts best interest to not kill the person, but rather let the 

person live 
 
So a ghost may try to scare you, but it would be unlikely that it would try to kill you.  In 

order for this proof to hold up there are three important assumptions that must be valid. 

 The first assumption is that if a ghost kills a person then that person can become a 

ghost.  This seems very plausible.  While I do not know for sure what governs the process 

by which some spiritual energy remains and some does not, it would seem that if ghosts 

do indeed exist, and one were to kill a living person, then that living person could become 

a ghost.  The research available supports the validity of this assumption in that it is often 

reported that most disturbed spiritual energy is the result of deaths that were premature, 

unjustified, or particularly dramatic (Sheppard, 2008).  If someone was actually killed by 

a ghost, then it would seem that the victim would be a prime candidate for ghosthood. 

 The second assumption is that disturbed spiritual energy has a longer time horizon 

than a living person.  Again, the literature verifies the voracity of this assumption.  There 
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have been multiple accounts of ghostly hauntings that have lasted for well over 100 years 

(Sheppard, 2008; Haining, 2008).  Some stories have ghosts haunting 140 years after 

their deaths.  One report even said that an object had been haunted for over 1,200 years!  

Further, it appears that the lifespan of the person is not correlated with the length of time 

in which their spiritual energy is active.  One account had a girl who died of disease at 

the age of ten haunting a house for over 100 years (Sheppard, 2008).  These haunting 

time horizons are significantly longer than the average life expectancy of a human being 

(which is 66.26 years worldwide and 78.06 years in the United States.  The area with the 

longest expectancy is Macau with 84.37 years).  This would suggest that a ghostly 

adversary has the potential to be troublesome for a longer time period than a living 

person, should it so choose. 

 The last assumption that needs to be satisfied is that ghosts can indeed be 

bothered.  Many may think that it is difficult to annoy an energy that is already detached 

from its physical body, but again, the research appears to point to the fact that ghosts are 

not immune to being disturbed.  In some cases it seems that living beings can bother 

them, which may be the reason why a ghost would make itself known to a living person 

to begin with.  Also, research suggests that ghosts are bothered by high pitched noises, 

ringing, and the sound of clapping hands (Sheppard, 2008).  So ghosts are capable of 

being annoyed and the high cost option of killing a person may cause this annoyance to 

continue on into infinity. 

 This argument does not state that all ghosts are safe to be around because there 

may be some ghosts that will take the risk of suffering your eternal attempts to irritate 

them in order to cut your life short, just as there are some people willing to risk the death 
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penalty in order to kill another person.  After all what is rational for one ghost may not be 

rational for another ghost, as is the case with humans.  This argument only states that 

most ghosts, even malevolent ones, will not kill you as it is the higher cost option.  You 

should be no more afraid of ghosts than any other person that you see walking down the 

street.  Actually you should be less afraid of ghosts then of people because the 

punishment inflicted on a person for killing you is subject to a finite time horizon, while 

the punishment that you can inflict on a ghost in retaliation for killing you could very 

well be infinite.  The next section of this paper provides empirical evidence which 

supports this theory. 

 
V.  Empirical Evidence 
 
In an effort to research ghost activity I have limited my research to publications that 

advertise true accounts of interactions with ghosts and the paranormal, and as of this 

writing have read 120 accounts of interactions between ghosts and human beings.  Of 

these 120 cases, I have yet to find a single one where the ghost was responsible for killing 

a human being (Sheppard, 2008; Haining, 2008).  In 116 of the 120 cases examined so 

far, the ghost acted in either a benevolent or detached manner, without causing any undue 

harm to any living person.  There were four cases where ghosts inflicted some form of 

injury on living people who had intruded on their environment.  One case involved a 

ghost slapping a person hard enough to raise welts, two cases involved people being held 

down to the point that they were immobilized (one of these cases resulted in long term 

paralysis), and there was one count of sexual assault on a female (Sheppard, 2008).  The 

incidence of a person feeling sexually assaulted by a ghost has been discussed at length in 

some of the paranormal literature, but even many of those who believe in ghosts feel that 
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this may be the result of deep-seated psychological trauma rather than a ghost attack.  So 

incidences of ghosts hurting people seems to be rare when examining them in relation to 

the total number of paranormal interactions, and cases of ghosts actually killing another 

human being seem to be non-existent, which is consistent with the theory presented in the 

previous section2. 

The sentiment that most ghosts will not try to kill you or harm you in any way is 

prevalent throughout paranormal literature.  Here are some quotes from experts in the 

field that support this belief: 

“The vast majority of apparitions are quite harmless…Spirits entering your home can be 
no more threatening than a friend walking into your house unannounced” – Susan 
Shepard (paranormal expert and author of The Cry of the Banshee: History and 
Hauntings of West Virginia and the Ohio Valley) 
 
“We might call some ghosts bad and others good, just as we may call some living people 
bad or good… Whatever the case, it is ridiculous to fear all ghosts” – Joshua P. Warren 
(paranormal expert and author of How to Hunt Ghosts: A Practical Guide) 
 
It is evident that those with a great deal of paranormal experience who have observed 

multiple counts of ghostly behavior have independently arrived at the conclusion that 

most ghosts are not to be feared as they mean us no harm.  This paper uses economic 

logic to further confirm this conclusion by providing a possible explanation for this 

behavior.  In other words, this paper does what economics has always done.  It has used 

the tools of the economic way of thinking to explain the reason for behavior that already 

exists.   

                                                
2 The biggest argument against this theory is that the cases where ghosts kill people would be the ones that 
are not reported because there would be no one left to report them.  However, it is the case that many 
murders where people kill other people are reported and paranormal events have been known to happen 
around groups of people, so it would seem that if ghostly killings do exist then at least some would be 
reported by those who witness it.  Several speakers and attendees at the 2009 paranormal conference in 
Morgantown, West Virginia did mention that there is one isolated case known as the Bell Witch where a 
person was reportedly killed by some form of paranormal presence.  However, the type of presence and 
exact facts of this incident are still in question. 
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VI.  Applications and Extensions: Examining the Housing Market 
 
While it is the conclusion of this paper as well as various experts in the paranormal field 

that encounters with ghosts, while strange, are usually fairly harmless, it does appear as if 

many people still want to avoid interaction with the supernatural.  A study was performed 

by Larsen and Coleman (2001) on the prices and length of time on the market of what 

they termed psychologically impacted houses.  These included houses that were reported 

to be haunted as well as houses where murders and/or suicides took place.  They found 

that these psychologically impacted houses sold for about 3% less than other houses and 

were on the market 45% longer than other houses.  This increased length of time before 

they were sold further reduces the effective price received by the sellers of these houses.  

Given the research performed and conclusions reached in the field of paranormal activity 

so far, it seems that people are trying to avoid what, at worst, is likely to be just an 

interesting experience.  A potential homebuyer who is looking for a discount and is 

equipped with an understanding of paranormal behavior should go ahead and buy that 

haunted house because he or she knows that there is really nothing to fear except fear 

itself. 

 
VII. Conclusion 
 
It would make sense that ghosts follow the same basic economic principles that guide the 

behavior of people and non-human animals.  This means, just as with people, we can 

make predictions and deepen our understanding of ghost behavior by just examining the 

costs and benefits of their decisions.  Ghosts would appear to have the incentive to not 

kill a living a person because this action could result in the very high-cost consequence of 
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eternal retribution from the victim.  Therefore, it is a much more economically savvy 

move for a ghost to avoid killing the living person and resign itself to a coexistence with 

their living counterparts.  This may explain why there are so few incidences of ghostly 

attacks and murders among the great deal of literature that discusses true paranormal 

encounters.  Evidence from the housing market show that, despite a lack of animosity 

between the dead and the living, people do fear ghosts enough to force the prices of 

psychologically impacted houses to decrease and the length of time to be waited before 

the house is sold to increase.  Finding the specific reason behind this fear is left for future 

research.  It could be that people are just afraid of the unexpected or that in which they 

don’t fully understand.  If people do insist on being afraid of all things paranormal, I hope 

they don’t let that fear keep them from investigating the world around them.   
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